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BOT unfazed by call for rate cut

GOVERNOR SAYS ANY REDUCTION UNLIKELY TO COOL BAHT’S GAINS

WICHIT CHAITRONG
THE NATION P

THE BANK of Thailand s confident
on the country’s outlook for econom-
ic growth, despite the concerns over

Ca strong baht that prompted a call by
* the Finance Ministry for a cut in
interest rates.

The Finance Ministry this week

* urged the cut in rates in order to ease

upward pressure on the baht,
But Bank of Thailand governor
Veerathai Santiprabhobsaid a reduc-

| tionin interest rates would not deter

the capital inflows that have been

~ pushing up the currency.

Veerathai said investors had
shown confidence in the recovery of
the economy and thus an interest
rate eut would be unlikely to slow the
pace of baht appreciation.

exchange rate. movements

He said the spread between Thai
interest rates and thosein other coun-
tries may not deter capital inflows as
investors are also motivated by other
factors in addition to yield, :
noting that shorter-term
bondyieldsarelowerthan the
policy rate of 1.5 per cent.

He said the central bank
had been closely watching

and is ready to intervene in
the market when the baht
rises too strongly in the short
term, as this would affectcon-
sumption and the whole economy.

However, the central bank cannot
fight the trend and exporters have to
learn how to hedge against exchange
rate volatility.

"The problem is US dollar weak- -

ness. Ithas depreciated by 10 percent

VEERATHAI

while the baht moved up by 7-8 per
cent from early this year] Veerathai
said. “This suggests other currencies
have appreciated morethan the baht”

Veerathai was confident
that the baht would move in
line with other regional cur-
rencies and thus result in the
countrynotbeingatan export
disadvantage with competi-
tors.

He said that while the
inflation rateislowerthan tar-
geted, the country was not
experiencing deflation asthe
economy is still growing,.

Separately, the Tited Nations
Conference on Trade and
Development (Unctad) - worried
about the sustainability of the global
recovery - hascalled foran end to aus-
terity and for more spending to boost




demand like the New Deal after
World War 11

“The world economyis picking up
but notlifting off,” Unctad economist
Padma Gehl Sampath said yesterday
during the presentation of Unctad’s
“Trade & Development Report 2017
atapressconference called by Unctad
and the International Institute for
Trade and Development in Bangkok

She said the question is where
demand will come from in the next
- few years. Demand in India and
' Chinais robust but now China is fac-
ing challenges in balancing its econ-

_ omy.

Lower interest rates in the euro-
zone are insufficient, as many still
can't find jobs, she said.

Thailand also has many chal-
lenges, as itseconomyhas been weak-
ened after the 1997 financial crisis.

Austerity is not the solution for
Thailand. The government has run
fiscal deficits but revenue also

decreased, so the government needs
to think about getting more revenue.

“Stop corporate tax subsidies but
tax companies, particularly large
firms,” Sampath said, referring to a
balance between the benefits of for-
eign direct investment and the local
economy. “FDI is good for the coun-
try but the government offers multi-
nationals companies a tax holiday of
eight to 10 years. That’s too long.”

Thailand also needs to strength-
en its anti-trust lawto minimise mar-
ket monopolies by large firms.

Thailand is drafting a new anti-
trust law.

Thailand has to diversify exports
by increasing technological content.

So far Thailand’s automobile
industry is driven by semiskilled
labour , she added.

Unctad forecasts global gross
domestic product to expand 2.6 per
cent this year, up from 2.2 per cent
last year. — ‘

T
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Pico-financing gets
push to foil usurers

WICHIT CHANTANUSORNSIRI
. 'E’Q_

The Finance Ministry aims to increase the
number of pico-financing ienders to 200
this year from 141 in an effort to give low-
income eamers better access to formal
borrowing and shun loan sharks.

The 141 approved pico-financing lend-
ers covering 40 provinces have already
lent 42.2 million baht, with an average
loan of 31,000 baht per borrower, said
Krisada Chinavicharana, director general
of the Fiscal Policy Office (FPO).

The Finance Ministry will focus on
granting pico-financing licenses to
operators in areas without such lenders
* to provide borrowing services across the
' country, he said. :

Picofinance is a state measure meant
to help lower-income earners access
formal financial sources and stay away
from loan sharks. Ministry criteria
requires picofinance operators to have
minimum registered capital of 5 million
.. baht and confine their operations to a

i particular province, They are permitted to
lend for general purposes and are limited
to loans of 50,000 baht per borrower at a
maximum rate of 36% a year.

The government has also formulated
nano-finance to help alleviate the prob-
lem. Nano-finance operators can lend
+ only for occupational purposes, with a
" lending limit of 100,000 baht per bor-
- rower and a ceiling interest rate of 36%
a year, but they can provide lending ser-
vices across the country. Nano-finance
operators must have minimum registered

capital of 50 million baht.

Apart from pico- and nano-financing

services, the Finance Ministry has desig-

- nated Government Savings Bank {GSB)

and Bank for Agriculture and Agricul-
tural Cooperatives (BAAC) to refinance
underground loans owed by low income
earners, particularly recipients of the state
welfare and subsidy scheme, to address

the loan shark problem.

MTr Krisada said that the Finance Min-
istry will propose that the government pay
compensaticn of 40% for non-performing
loans to the two state-owned banks when
their loans to refinance underground
lending turn sour in return for the leni-
ent lending conditions.

He said that 1.2 million out of the 14.1
million people who sign up for the siate
aid measures in this year's registration
round reportedly owed a combined 60
billion baht in principal and interest to
loan sharks. :

Both GSB and BAAC have been
assigned to offer 5 billion baht in under-
ground loan refinancing, while they have
together lent 4.8 billion to 106,000 bor-
rowers so far.

To allow low income earners easier
access to-loans, BACC has lent to com-
munity financial institutions to re-lend
to the target group.

The state-backed farm bank requires
members of these community financial
institutions to have outstanding debt of
no more than 8% of their credit lines. The
financial institutions also must have been
profitable for three years running.

BAAC will cap loans to community
financial institutions at 1 million baht
each and charge them a fixed interest rate
of 5% with a five-year installation period.
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Subsidies for
bad debts In
‘welfare cases

FINANCE MINISTRY TO

SHOULDER 40% OF
BURDEN FOR PROBLEM
LOANS AT GSB, BAAC

THE NATION

09
THE Finance Ministry plans to
subsidise about 40 per cent of the
bad debts of the Government
Savings Bank {(GSB) and the Bank
for Agriculture and Agricultural
Cooperatives (BAAC) arising from
the 1.2 million low-income earners
who registered for government
welfare,

“The FPO (Fiscal Policy Office)
will ask GSB and BAAC to case
their loan extension conditions for
this group of debtors so that solu-

. tions to the country’s bad debt

could go ahead,” Krisda
Chinavicharana, secretary-gener-
al of the FPO under the ministry,

- said yesterday.

“Once both banks relax their
rules, we will consider subsidising
their bad debt burden.”

The planned move aims to
entice these two banks into help-
ing to solve the cduntry’s perenni-
al informal debt problem.

GSB and BAAC have extended
loans to help the registered poor
with problematic informal debts.

The subsidy ratio could be at the
same level or close to the previous
one - about 40 per cent of total bad
debts.

Usually, the government sub-
sidises 40 per cent of the loans for
this group, and the rate of bad debts
for such borrowers is normally no

H 1

-

more than 30 per cent, Krisda said.

Of about 14 million registered
low-income earners, 1.2 million are
trapped in informal debts amount-
ing to about Bt60 billion. They have
not yet gone through debt negoti-
ations.

The FPO has sent these debtors’
information to both banks for con-
tact and direct assistance.

“We sent the list of these infor-
mal debtors to both banks, which
will select their customers and for-
ward their own lists to their
branches for contacting them and
solving their problems,” Krisda
said.

Most of those with informal
debts live in the Northeast and
Bangkok.

Based on the total loan amount
of Bt10 billion aimed at solving the
informal debt problem, GSB and
BAAC jointly extended Bt4.8 bil-
lion to 100,000 informal debtors.

Call for loan shark arrests

If solving the informal debt
problem is a collaborative effort of
agenciesincluding state-run banks
and pico finance operators, and if
security-related agencies work
together to inspect and arrest loan
sharks, the informal debt problem
would be eliminated, Krisda said.

Pico finance operators are
expected to help alleviate the”
informal debt problem. Already 141
operators have been granted pico
finance licences in 40 provinces,
extending Bt42.19 million in loans.

This year’s target is to increase
the number of approved pico
finance lcensees to 200 operators.
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Fintech adoption driving-
local banking trends

Sl.éCHIT LEESA-NGUAKSUK
)

Quick response (QR) code payment, robotic
process automation (RPA}, blockchain, big
data strategies, and simplified core bank
systems are among the top five technology
trends for banking in 2018, says a leading
global research firm. .

“Thailand's banking sector will continue
to invest in information technology to pre-
pare for their digital ransformation. Those
banks will collaborate more with financial
technology [fintech] firms,” said Michael
Araneta, associate vice-president of IDC
Financial Insights.Asia/Pacific, at the Fin-
tech Innovation Summit 2017.

There are several key tech trends that
will attract [T spending in Thailand’s
banking sector in 2018. QR code pay-
ment has already started, with the Bank
of Thailand rolling out standardised QR
code payment. RPA, or robot software that
reduces costs and improves performance
by doing repetitive tasks, is also popular
with banks.

Blockchain is playing a bigger role in
commetrcial banks, running cash manage-
ment transfers for suppliers to corporate
customers in the supply chain, or money
transfer to overseas branches. Big data
analytics strategies have gained traction
as many banks collect their customers’ data
in social media accounts.

Mr Araneta said core banking systems
will simplify the modern banking architec-
twire, separating transaction engines, data-
bases, lending and channel management.
These systems allow banks to be connected
with third-party systems including fintech
startups through the open application pro-
gramming interface.

Thakorn Piyapan, chairman of Krung-

sri Consumer and head of digital banking °

and innovation of Bank of Ayudhya Plc,

said government policy schemes such as
L

national e-payment, PromptPay and QR
code payment are accelerating the country
towards a cashless society.

Thais still primarily rely on cash and use
traditional cash withdrawal channels such
as ATMs, so the adoption of digital bank-
ing and mobile banking have not grown
quickly. However, e-payment increased
23% from 266 trillion baht in 2014 to 328
trillion: in 2016. Use of e-money also grew
by 63% from 56 billion baht to 91 billion in
the same period.

ATM withdrawals grew only 6% in 2016
to 7.76 trillion baht from two years ago.
Same-bank ATM money transfers con-
tracted 14% to 2.97 trillion baht last year
over the same perjod. Inter-bank ATM
transfers also declined in 2016, down 4%
to 911 hillion baht from two years ago.

Bank of Ayudhya said Thailand’s digital
readiness is on target. The country has 81
million bank accounts, 51 million debit
card holders, 20 million credit card hold-
ers, 28 million PromptPay users, 40 million
e-wallet users, 21 million mobile users and
15 million online banking users.

“We expectto see the use of social com-
merce payment through Facebook Mes-
senger and other applications embracing
biometric technology such as fingerprints,
facial and voice technology for identifica-
tion verification with mobile payment,” said
Mr Thakerm.

Jarit Sidhu, head of operations at IDC
Thailand, said the number of fintech firms
is still low because they cannot access the
mass market quickly, limited to experi-
mental regulatory sandboxes by the cen-
tral bank. Mr Jarit said close collaboration
between regulators in finance, insurance
and capital markets is important to drive
financial business development.

There are 80 active fintech firms in Thai-
land, mostly in the payment, price com-
parison, insurance and wealth segments.
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Financial companies
scramble to harness
new technologies

JRAPAN BOONNOON
THE NATION i

QR CODE payments, robotic process automation
(RPA) and blockchain technologies will impact the
financial and insurance industriesin Thailand next
year, according to researcher IDC,

One bank, Krungsri, is focusing on transferring
its traditional services to mobile banking with the
aim to reach 2.5 million active mobile banking
accounts or users next year.

Thebank also set up 2 US$30 million (Bt993 mil-

“lion) corporate venture capital fund in March, called
Krungsri Finnovate, and will disclose next week its

first investment in a financial technology startup.
Michael Araneta, head of research at IDC
Thailand, said the three technologies will be pop-
ular for banks that will ernploy them to develop new
services to support their customers. '

When QR Code technology is launched in the”
country next quarter, it will allow banks to facili- -

tate money transfers by their customers via e-pay-
ment, .

RPA, which is the use of software with artificial
intelligence (Al) and machine-learning capabilities
to handle high-volume, repeatable tasks that pre-
viously required a human to perform, will be aboon
for the insurance and banking industries.

Blockchain technology is an advanced solution
for the financial and bankingindustries to facilitate
payment between various areas such as logistics,
transportation, cash management and cross-hor-
der transactions between banks and non-banks.

To boost digital transactions, regulators such as
the Bank of Thailand, the Insurance Commission
and the National Broadecasting and
Telecommunications Commission need to work
togethersothat their regulations runthe same direc-
tion. Then businesses can provide new services in

- the digital era to suit the demands and lifestyles of
their customers. :

“I think that within the next couple years,
Thailand will be leading in digital payment since

" banks and regulators work together to provide new
payment channelsin the country such as PromptPay
and QR Code to support digital payment,” Araneta
said. :

Takorn Piyapan, head of digital banking and
innovation at Krungsri Bank, said the bank has
been migrating to digital banking for several years.

The bank this year will focus on omni-channel
digital banking, providing multichannel and digi-
tal banking services to support customers,

It will also leverage its branch transformation
that will relocate freestanding branches to com-
munity shopping centres and shopping malls, which
will be more convenient for customers. It has 665
branches nationwide.

The bank will continue with process digitisa-
tion, under which existing services will be trans-
formed into digital services such as digital lending.

Out of'the bank’s 5 million accounts or users, 1.5
million are active mobile accounts or users. About
2.5 million customers have downloaded the
Krungsri mobile application.

Krungsri Finnovate focuses on payment, per-
sonal finance, insurance technology, Al, mobile
channel blockchain technology and digital lending.
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Somkid: Japanese SMEs drawn to Thai policies

CHATRUDEE THERPARAT ?)rL

Thailand should expect a new wave
of investment from Japan’s small and
meditim-sized enterprises (SMEs), as
the investment climate here is very sup-
portive, says Deputy Prime Minister
Somkid Jatusripitak.

Mr Somkid said Japanese SMEs have
beenlooking for a perfect lacation to invest
. and Thailand’s current investment climate
is encouraging as the government contin-
ues to promote business matching between
Japanese SMEs and Thai counterparts.

More importantly, most large Japanese
companies have been weli-established for
years in Thailand.

Japan is the top foreign investor in Thai-
tand. In the first half of this year, Japan sub-
mitted the most applications to the Office of
the Board of Investment {Bol). it accounted
for55% of the total foreign investment or 65
billion baht from a total of 120 billior: baht.

“Japanese SMEs perfectly meet the
needs of their Thai counterparts, who are
desperate to upgrade their technology,” he
said. “Japanese SMEs, meanwhile, are now
expanding abroad, and there are around

8,000 Japanese SMEs that are potentially
capable of going abroad”

Mr Somkid said japan's Minister of
Economy Hiroshige Seko recently made a
clear statement that Thailand will remaina |
key partner for Japanese investors.

Japan hopes Thailand will form a crucial
link in the production chain, connecting
the CLMV cluster of nations (Cambodia,
Laos, Myanmat, Vietnam and Thailand)
with the Greater Mekong Subregion, and
Asean as a whole.

Mr Somkid said Industry Minister
Uttama Savanayana has been tasked with

" working in detail on cooperation between
-Thai and Japanese SMEs and between
_Thailand’s Eastern Economic Corridor
“ (EEC} and Japanese prefectures, inciud-
 ing Pukuoka, Kansai, Toyama and Ehime.

According to Mr Semkid, during Mon-
day’s meeting between Japan investors
and Prime Minister Prayut Chan-o-cha,
the premier pledged that the Thai govem-
ment is willing to support Japanese SMEs
who mave to invest in Thailand.

" . GenPrayut also urged Japan to ramp up

investment in Thailand as ongoing national
reforms underscore the importance of

keeping government policy consistent and

- transparent in the for stability.

The government has devised plans to
develop the EEC into a series of new eco-

- nomic zones featuring upgraded technol-
ogy based on an estimated 600 billion baht

infrastructure investrnent plan.

The government has promised to go
ahead with the EEC, and it will continue
even after an elected government comes
to power because it has been stipulated in
the law, Gen Prayut said. A general elec-
tion is expected between September and
December next year, -
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New businesses shoot up 20%
PHUSADEE ARUNMAS " alongside rail mass transit.
21 Strong growth in the tourism sector also pro-

New businesses registered at the Commerce Minis-
try rose by 20% year-on-year in August, the highest
rate in four years, driven by massive government
investment in infrastructure, hefty exports and the
growing tourism indusuy, says the ministry’s Busi-
ness Development Department.

With rising new business registrations in August,
Banjongjit Angsusingh, director-general of the
department, said new business registrations for

-the whole of 2017 would increase by 7%, up from

the previous forecast of 5%.

She said new business registrations:in August
totalled 7,159 companies with combined registered
capital of 47.35 billion, up 145% from the same
period last year.

The top five business segments registered in
August were construction, property, restaurants,
logistics and management consultancy.

Ms Banjongjit said the main reasons new busi-
ness registrations rose were the government’s mas-
sive investment in infrastructure, creating more
construction jobs, which spurred the increase of
small subcontracting companies.

She said the state investment in infrastructure,
particularly in the rail system, led to more construc-
tion activities in related businesses such as property
development as new condominium projects go up

pelled new restaurant openings and pushed
demand for logistics business, Ms Banjongjit said.

For the first eight months this year, new busi-
ness registrations totalled 49,086, up 14% year-on-
year, with combined registered capital of 232.89
billion baht, an increase of 44% from the previ-
ous year.

Ms Banjongjit said the jump in new business
registrations and a substantal rise in new regis-
tered capital was largely driven by invesmmentin the
Eastern Economic Corridor {EEC), particularly in
the high-speed train project that will link the EEC
to othér parts of the country.

“With the improved economic outlook, we fore-
cast new business registrations for the whole year
to rise by 7% to more than 66,000 new companies,”
she said. “That is an increase from only 3% growth
last year” -

With rising new business registrations, she
voiced confidence that Thailand would receive a
better ranking in the World Bank’s Ease of Doing
Business survey due in October, adding that the
government has put much effortinto smeamlining
business procedures, including short cuts for the
registration process and simplifying legal processes.

Thailand ranked 46th in the World Bank's 2016
Ease of Doing Business survey. -
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Blue Flag
‘mobile units
‘on the way’

PHUSADEE ARUNMAS

The Commerce Ministry plans to launch

. ThongFah Pracha Rat mobile units after the
; number of smart card machines installed
. in shops set up for the welfare scheme

badly lags its target because of technical
glitches, says Commerce Minister Sonti-
rat Sontijirawong.

The Blue Flag scheme is part of the

earners who are issued with smart cards
allowing them to get monthly subsidies to
buy cheap consumer products from des-
ignated shops.

The government'’s goal is to have 8,000
Thong Fah Pracha Rat shops set up with
electronic data capture (EDC) machines
used for the welfare cards by Oct 1. How-
ever, only 2,000 shops have so far heen
installed with the EDCs,

L4

“Because EDC installation has missed

- the target, and in order to make the shops

to reach the low-income earners by the
deadlines, we plan to set up the Thong

- Fah Pracha Rat mobile units, which are
| expected to bring state support to the low-

income as planned,’ said Mr Sontirat.
He said Krungthai Bank, the state-owned
financial arm that plays a major part in the

project, reported that the EDC installation

is taking longer than expected because of

the addition of technical process to make

transactions traceable and transparent.
M1 Sontirat said the Commerce Minjs-

 1ry is still going ahead with the scheme by

sending a list 6f 6,000 shops that applied to
be Thong Fah Bracha Rat shops to the bank
for further EDC installation. The ministry
aims to have Blue Flag shops in every dis-

i trict in the country.

The Blue Flag scheme was part of a
41.9 billion baht aid package approved by
cabinet on Aug 29. Apart from help with

: low-priced consumer goods, the package

. government's aid package for low-income . R . >
. governme p & - also includes allowances for rides on public

buses and trains, and subsidised utility bills.
The scheme is scheduled to come into force
on Oct 1, the start of fiscal 2018.

The scheme’s recipients who earn under
30,000 baht a year will receive the monthly
living allowance of 300 baht and those eamn-
ings in a range of 30,000 to 100,000 baht a
year will get 200 baht a month for living
allowance to cover basic needs at the par-
ticipating shops.

The package will be offered to 11.7 mil-
lion qualified registered low-income earn-
ers. A total of 14.1 million low-income eam-
ers have registered this year. ~




