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Apisak says
growth on
right track

WICHIT CHANTANUSORNSIRI
7

Finance Minister Apisak Tantivorawong
is bullish on the Thai economy, saying its
growth will reach full throttle at 4-5% in the
next few years, driven by the government’s
econocmic plan.

Growth of 3.7% vyear-on-year in the
second quarter showed the government’s
efforts to push big-ticket infrastructure

investment as the main driver of economic

growth is paying off, he said.

Growth of 3.7% is still sub-par, said Mr :

Apisak, adding that once investment in the
Eastern Economic Corridor bears fruit, the
economy will reach its potential of 4-5%.

Private investment is showing signs of .

improvement, as evidenced by the rising
value of projects that are applying for the
Board of Investment’s tax incentives for
their investment.

|
;

The government wili continue to push |
on with its investment projects and meas-
ures to strengthen the economic growth as -
GDP gains pace.

Just as water flows down a slope, low
income earners will reap benefits from the
broader economic rebound, he said.

In a related development, he said that .

the government is helping those who are at

the bottom rung of the economic ladder by :
providing them with welfare and subsidies -

through its poverty scheme.

The government will also provide a
living allowance to those earning less than
the poverty line of 30,000 baht a year to help.
them move above that mark and live more
comfortably, he said.

It will take two or three years to help =

all Thais live above the poverty line, said
Mr Apisak. )
The number of registrants for the gov-

ernment's welfare scheme this year stands -

at 14.1 million, up from 8.27millionin 2016.

Those who earn below 30,000 baht a year

will receive money to help them meei basic

needs, in addition to other measures such |
as subsidisedransport and udility bills,

which are also available to people earning
30,000-100,000 baht a year.

In order o receive aid, the ministry .
requires applicants to be unernployed or

have an annual income of 100,000 baht or
less last year. They must also have savings,
bonds or savings certificates worth less than
100,000 baht in total.

Ifapplicants own property, the area must .

not exceed 35 square metres for a condo
unit, 25 square wah for a town house or 10
rai of land for agricultural purposes.
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GDP growth -
forecast gets
scaled up to

3.7% for year

NESDB'S REVISION
PROMPTED BY STRONG
QUARTER, AS EXPORT,
PRIVATE INVESTMENT
GAINS LEAD THE WAY

WICHIT CHAITRONG
THENATION ¢ .

THE NATION'’S top economic plan-
ning agency has raised its full-year
forecast foreconomicexpansionto 3.7
per cent, from 3.5 per cent, after
export-fueled growth in second quar-
ter surprisingly quickened to 3.7 per
cent from the same quarter of 2016
Growth in gross domestic product
{GDP) accelerated from 3.3 per cent

- in the first quarter, Porametee

Vimolsiri, secretary general of the
National Economic and Social
Development Board (NESDB), said at
a press conference yesterday.

The faster rate of growth of in the

second quarter was driven by exports, -

hgusehold consumption and private
investrent, the agency said.
“The real GDP growth rate in sec-

ond quarter was
higher than
expected,”  said
Porametee.

Private invest-

ment grew 3.2 per
cent, the fastestclip
in the past four
quarters, after con-
tracting1.1percent
in the first quarter.
Public investment
shrank 7 per cent
after growing 6.7
percent in the first
quarter.

Second-quarter
consumption expanded 3 per cent
compared with 3.2 per centinthe year’s
opening quarter, while exports in dol-
lar terms grew 8 per cent, against 6.8
per cent in the prior quarter. Private
investment between April and June
wasdriven by exportsand publicinfra-
structure investment.

“Expansion of private investient is
expected to continue due to public
investment and higher export growth.
The property sector also showed signs
of expanding,” Porametee said.

On the production side, the farm
sector surged by 15.7 per cent, up from
5.7 per cent in the previous quarter.
However, growth in the non-agricul-
tural sector growth dropped to 2.7 per
cent, compared with 3.1 percentinthe
first quarter. Amongthe sectorsshow-
ing higher growth were transport and
communication, hotels and restau-
rants, and wholesale-retail trades,
achieving rates of 8.6 per cent, 7.5 per
cent and 6 per cent, respectively.

The financial and real estate serv-
ices grew by 5.1 per cent and 4.1 per
cent, respectively.

Second-quarter growth in the
manufacturing sector eased to 1 per
cent, from 1.3 per cent, due to declin-
ing production in textiles, motor vehi-
cles, cement, metals and tobacco.
Construction declined by 6.2 per cent
due to a contraction in government
construction resulting from a fall in
budget disbursements. Electricity, gas
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Private mv.estment
Public investment

Private consumption 32 31
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Source: NESDB

and water supply receipts dropped by
1.4 per cent due to a fall in consump-
tion byresidential usersand smalland
medium-sized enterprises

However, the upward revision in
the forecast for full-year GDP growth

* is founded in the surprisingly strong
growth in private investment and
exports. ’

The NESDB alsorevised upitsesti-
mate for export growth to 5.7 per cent
for the full year, from 3.6 per cent, in

+ dollar terms due to a sustained global
econoinic recovery.

However, upward pressure on the
baht was expected to persist, with the
NESDB expecting the currency to
strengthen to 34-35 from the US dol-
lar, from an earlier projection of 35-36.

“The baht would continue to be
under pressure but the magnitude of

| appreciation would-not pose a serious
| threat totheeconomy,” Porametee said.

Uncertaintyover United States eco-

i nomic and trade policies under the
- leadershipofPresident Donald Trump
has been resulted ina weak dollar and,

\ conversely; a strong baht,
| Thai exporters have raised their
concerns over exchange rate move-
; ments and the potential for a strong
Iocal curreney to disrupt growth in
overseas  ship-

ments.
, However, the
NESDB remains
coptimistic,
prompting  the
upward revisionin
its forecast for
export growth.

Porametee said
~there was a chance
the US doliar
would appreciateif
Trump were to
succeed in increas-
ing spending on
infrastructure - a
key campaign promise. Trump’s plans
for increased public spending have
been blocked by the Congress on con-
cerns they would propel the naticn’s

public debt to out-of-control levels.

Otherrisk factors forthe Thaiecon-
omy include the possibility of more
natural disasters, with a reminder of
their economic impact coming after a
tropical storm stuck many provinces
in the third quarter. More floods could
hitconsumption and economicgrowth
as a whole. “The overall risks to out-
look of the economy, however, have
decreased,” Porametee said.

Don Nakornthab, senior director
oftheeconomicand policy department
ofthe Bank of Thailand (BOT), said the
3.7 per cent year-on-year rise in the
second quarter came in higherthan the
central bank's estimates.

Don also viewed exports of goods
and services as playing a key role, in
line with an improving global econo-
my, along with the rises in public and
private expenditure and private-sec-
tor investment. “We expect the
rebound in the economy will be sus’
tained, but with some risks to be mon-
itored. These include the uncertainties
over the economic and trade policies
of the US government, and geopoliti-
cal tensions that may 1mpact the
economies of trade partners,” he said,
while citing as another positive the
government investments in infra-

37 32

22 04
8 98

NATION GRAPHICS

. structure mega-projects,
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GDP up 3.7%, best since 2013

Revwed exports spark
second-quarter growth

CHATRUDEE THEPARAT
PAWEE SIRIMAI ; :

The econcmy grew at its fastest pace in
more than four years in the second quar-
ter, prompting the government’s planning
unit to raise its 2017 economic growth

forecast range to 3.5-4% from 3.3-3.8% -

projected in May.
The National Economic and
Social Development Board (NESDB)

reported yesterday that Thai GDP rose by -

3.7% year-on-year in the April-June period

after expanding 3.3% in the first quarter.
The rise marked a 17-guarter high since

5.2% growth in the first guarter of 2013.
GDP rose a seasonally adjusted 1.3%

in the second quarter compared with the

previous three months.
In the first half, the economy grew by
‘s 3.5% year-on-year.

NESDB secretary-general Porametee
Vimolsiri said second-quarter growth was
driven by an acceleration in exports of .
goods and services, continued expansion
of private consumption and a rebound in
private investiment.

The growth of agncuitura[ wholesale
and retail trade, hotels and restaurants,
and transportation and communica-
tion accelerated.

According to Mr Porametee, expansion
in private investment was a significant
contributor to economic growth in the
second quarter.

Private investment expanded by 3.2%
year-on-year for the quarter mainly
driven by investment in machinery and

equipment, and construction, after con’
tracting 1.1% in the first quarter.

Exports in US dollar terms also acceler-
ated, owing to economic improvements
among key trading partners (the US, the
EU, China and Japan} and rising commod-
ity prices in the world market.

Export value in the second quarter of
2017 was recorded at US$56.1 billion, rep-
resenting 8% growth — the fastest clip in
18 quarters.

The hotels and restaurants sector grew
steadily in the second quarter, supported
by tourism receipts. The sector grew by
7.5% in the quarter, accelerating from 5.3%
in the previous quarter.

Tourism receipts totalled 625.0 billion
baht, up 9.4%. Foreign tourism receipts
were at 395.0 billion baht, an increase of
8.8%, compared with 3.9% in the previ-
ous quarter. The increase was fuelled
by American, South Korean, Malaysian,
Lao and Chinese tourists, Thai tourism
receipts were at 230.0 billion baht, up
10.3%, accelerating from 4.6% in the pre-
vious quarter.

Nonetheless, according to'the NESDB,

government investment in the second .

quarter declined sharply by 7.0% against

*a9.7% increase in the first quarter. The fall

was partly due to accelerated disburse-
ment in the previous quarter.

“It is expected that'the Thai economy
will grow by 3.5-4.0% this year, supported
mainly by a recovery in exports in tandem
with a pickup of the world economy and
glabal erade volume, stronger expansion
of both public and private investment in
the latter half of the year, the acceleration
of key production sectors including hotels
and restaurants, manufacturing and

construction, and favourable expansion .

of household income, particularly in
agricultural, export, tourism and related
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Thailand's economy grew at its fastest pace in over four years in the second quarter on
stronger exports and a boost from the tourism and agricultural sectors.”

PRODUCT
restauran
manufactul ector slowed, -

Agriculture | 0.6 | -2.0

B Growth of agricultural, whoiesale & retail trade, hotels &
nd transport & communication sectors accelerated, white growth of

g

30 | 57

158

Noh-agricutural | 35 | 37

SPENDING SIDE-
consumption continued and private investment rebounded, Public investment,
nonethetess, declined.

Growth (%)

39 | 37 i 32 | 31 i 27

Exports of goods and services accelerated, while expansion of private

quarter is quite good and the government
will try to maintain this momentum until
the latter half this year,” Mr Somkid said.
“The government is hopeful that the Thai
economy in the second halfwill fare better
than in the first, thanks to the growing
trend of exports and recoveries in private
investrent and the agricultural sector. ”

But he acknowledged the significant
delays in government investment and
pledged to stimulate public investment
in the second half.

According to Mr Sotnkid, the govern-
ment is closely monitoring export perfor-
mance, saying Thai economic prospects
will become brighter if exports maintain
their growth momenturn in fuly.

Kobsak Phutrakul, assistant minister to
the Prime Minister's Office, said almost all
factors have improved, though he allowed
that low-income earners’ consumption,

E:;T::;:::gg:g: which is heavily reliant on agricultural

: —— - prices, remains relatively weak.

Total investment L : Don Nakornthab, senior director in
-private 04 24 1 03 ! -08 -0 A S the macroeconomic and monetary policy
-public 9.9 126 (128 : 5B : B6 97 70 department at the Bank of Thailand, said

second-quarter growth was higher than

Exports of goods | 2.1 48 ;10 : 14 Pl 27 1 6D

and services

tmports of goods -4 -5.2
and services- - R

Source: NESDB

service sectors, which will continue
to support private consumption,” Mr
Porametee said.

“The export value of goods is expected .

to expand by 5.7%, from 3.6% in an earlier
forecast, with private consumption and
private investment to grow 3.2% and 2.2%
this year from 3% and 2% projected earlier.

The agency is maintaining its govern-
ment spending forecast of 3.2% growth but

35 | 41 34 | 61 | 82

BANGKOK POST GRAPHICS

cutting its forecast for public investment
growth to 8% from 12.6% earlier.
Deputy Prime Minister Somkid

Jatusripitak said economic growth in

the second quarter showed continued
improvement in the Thai economy from
last year and the first quarter of this year.
He said the government will try its best
to maintain the growth momentum.
“This performance in the second

the ceniral bank expected, mainly sup-
ported by growth in exports of goods
and services. .

“Private consumption and private
investment also expanded more strongly
than the central bank estimated earlier,”

- he said.

Mr Don said earlier economic growth
in the second guarter was likely to be
close to the first quarter’s reading of 3.3%.

He said the economic recovery is
expected to continue, while risks that
warrant close monitoring remain, such as
uncertainties pertaining to US economic
and foreign trade policies, geopoliticai
risks and the continuity of government
investment in megaprojects.
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Coin in remembrance

The Treasury Department today  t* *
begins accepting reservations to buy
commemorative coins minted for the Oct
26 royal funeral of the late King Bhumibol
Adulyadej. The prices are 50,000 baht
for the goid coin, 2,000 baht for the silver

. coin, 3,000 baht for the sandblasted
bronze coin and 100 baht for the copper-
nickel coin. Reservations can be made at
Treasury Department offices and state and
commercial banks nationwide until Sept 30
for pickup from Jan 29, 2018.
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Commemorative coins minted for the
funeral of His Majestythelate King Bhumibol
Adulyadej will soon be available.

The Finance Ministry’s Treasury
Department willbeaccepting reservationsto
purchasethe gold, silver, bronze and copper-
nickel coins from today until September 30.

Net proceeds after expenses will be pre-
sented to His Majesty King Maha
Vajiralongkorn.

IN MEMORIAM

 King Rama IX commemorative coins unveiled ahead of Royal Cremation

Finance Minister Apisak Tantivorawong
announced this week that the gold coinwoul
cost Bt50,000, the silver coin Bt2,000, the

- sandblasted, 'black-coated bronze coin

Bt3,000 and the copper-nickel coin Bt100.

A portrait of the late‘monarch in court
regalia appears on oneside of the coins along
with his name in Thai, On the reverse are a
depiction of the crematorium being erected
at Sanam Luang, the Royal Cypher of King
Rama IX and the inscription in Thai, “The
royal funeral ceremonyon Thursday October
26, BE 2560™

Treasury Department chief Patchara
Anuntasilpa said his office, the Thai Bankers
Association, thegovernment’sfinaneial insti-

tutions council and 19 banks would be tak-
ing publicreservationsto purchasethecoins.

Individuals can reserve up to three coins,

All branches of the 19 participating banks
would take reservations for the golti silver
and copper-nickel coins, he said.

To reserve a Bt3,000 bronze coin, how-
ever, applicants must present their Thailand
ID card at the department head office, any of |
its 76 branch offices, the Bureau of Monetary
Management in Pathum Thani, the Coin
Museum on Bangkolk’s Chakrabongse Road
or the Treasury Pavilion Museum in Chiang
Mai or Songkhla. '

Paichara said the coins would be ready to
be picked up from January 29.
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DETERMINATION OF

SECTIONA0(8)

he government recently introduced a
T tax incentive programme to encour-
age individuals, including ordinary

partnerships and groups of persons, to
reorganise their businesses and operate
them in the form of a company limited or
a juristic partership. This would make
it easier to screen them for tax compli-
ance, given the need to prepare statutory
ACCOUNtS. :

To encourage operators to make the
change, authorities have reduced some
of the tax advantages these businesses
previously enjoyed. For example, stand-
ard deductible expenses that used to be
as high as 65-85% have been reduced to
60%, but progressive tax rates in the range
of 5-35% have been maintained, which is
somewhat less attractive than the corpo-
rate income tax rate of 20% on net profits.

Even so, a number of businesses may
not be ready to change and will continue
to be operated in the names of individu-

als. In that case, they should be cautious

about specific tax issues that can arise
due to their individual status, such as
classification of income.

In a recent revenue ruling, anon-life
insurance agent sought advice from the
Revenue Department about whether the
commissions she earned should be clas-
sified as “income from business, com-
merce, agriculture, industry, transport or
any other actlvities not specified under
(1} to (7)” under Section 40(8) of the
Revenue Code. If so, she would be enti-
tled to deduct the actual amount of her
expenses, However, if they were treated
as service fee income under Section

NCOME

Pyaentin k

40(2), they would need to be included in

the salary base under Section 40(1) and

entitled only to the standard expense of
40%, to a maximum of 60,000 baht. (The
deduction was changed for 2017 to 50%
but nno more than 100,000 baht.)

The Revenue Department generally
advises that commissions received by
an individual must always-be treated as
income under Section 40(2) unless the
taxpayer can prove that his or her activi-
ties were carried out as an independent

business under the following criteria:

The taxpayer is registered for value-
added tax. -

The activities are formally conducted
in a business premise — either directly
owted or leased by the taxpayer.

There is investment and expenditure
for the business.

The taxpayer hires employees with
evidence of withholding taxes and social
security on the payroll.

The insurance company must issue

a letter confirming that it does not subsi-

dise the taxpayer’s business.

In this case, the taxpayer had not
registered her business for VAT because
her income did not reach the required
threshold amount of 1.8 million baht
per year. Consequently, her commis- -
sions were categorised as income under
Section 40(2) and the standard expense
deduction was capped at 60,000 baht.

The answer could have been differ-
ent if the taxpayer had opted for VAT




registration, even if her income was lower
than the threshold amount. While this

. ruling seems to adopt VAT registration

as the main criterion for determining
whether the activity should be classified
as a service business under Section 40(B},
one shofild not forget that other criteria
still need to be met. .

A similar situation was the subject ofa
recent Supreme Court case. The Revenue
Department had assessed an individual
for failure to pay income tax and VAT on
his earnings from planting and caretak-
ing on a rubber plantation. The taxpayer
challenged the department's claim,
saying it did not net his income with
expenses before computing tax.

As for VAT, the taxpayer asserted that
the earnings in question were made as
an employee of a company, which was a
transaction exempted from the VAT base,
not in the ordinary course of business.

In respect of the assessment of income
tax, the Supreme Court stated: “The Rev-
enue Department had already deducted
the actual expenses before computing
tax, and it did not appear how such a
deduction was wrong. The assessment
was not incorrect as claimed by the
plaindff”’

As for VAT, the court took into con-
sideration the terms of the agreement,
which required the taxpayer to plant 76
ruhber trees per rai on a total of 1,000 rai
and to charge the employer at 15 baht per
tree. Thus, the transaction was viewed as
a hire-of-work.

Further, singe the taxpayer arranged
for the materials, equipment and labour
himself, the court said: “It was obvious
that the individual managed his own
business, and the terms under the agree-
ment did not require him to be under
control of the hirer — which is the signifi-
cant characteristic of employment under
the labour laws. Thus, the transaction was
not the employment of an employee but
was subject to VAT as per to the assess-
ment of the Revenue Department.”

Both of the above cases serve asa
timely warning to individual taxpay-
ers who conduct business under their
own names and choose not to form a
company or a juristic parmership. The
deadline for changing their registration
is the end of this vear, after which they
could be exposed to closer scrutiny by tax
auditors for compliance matters, as well
as reclassification issues. Hence, they
should be ready or should reconsider
their legal status before it is too late,

By Hachéﬁeé Prasnﬁijpra#ii ahd Prof Plphob
Veraphong. They can be reached at admin@
lawakliance.co.th ‘
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