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Discount signs attract shoppers at a Bangkok department store. Consumer sentiment rose
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holiday tax break scheme to encourage spending. SEKSAN ROJJANAMETAKUN

Confidence rises in December

PHUSADEE ARUNMAS -

P

Consumer sentiment rose for the first time
in three months in December, lifted by the
holiday tax breaks, improving exports and
higher rice prices.

The Bank of Thailand's recent decision
to keep policy rate at 1.5% and hold its GDP
growth forecasts for 2016 and this year at
3.2%, as well as a4 weak baht, also boosted
consumer confidence.

The University of the Thai Chamber of
Commerce {UTCC) reported yesterday that
the consumer confidence index rose to 73.7
points after dropping to 72.3 in November
and 73.1in October.

The index rose to 74.2 points in Septem-
ber, up from 73.2 in August, 72.5 in July and
71.6 in June — a 25-month low.

“A number of positive factors boosted
consumer confidence in the final month
of 2016,” said Thanavath Phonvichai, vice-
president for research at UTCC.

“Exports unexpectedly surged to hit a
nine-month high in November, while the
holiday shopping tax break, a short-term

measure to aid domestic consumption and
ward off downside risks to growth, helped
stimulate consumer spending, and rice
prices have improved thanks to the gov-
ernment's measies.” .

The Commerce Ministry reported on
Dec 26 that exports bounced back strongly
in November to US$18.9 billion after falling
4.2% year-on-year in October and against a
growth of 3.4% and 6.5% in September and
August, respectively. .

Higher exports indicate a globaj eco-
nomic recovery led by the US and Japan
and rising oil prices.

In November, imports rose 3% higher
from the same month in the previous year
to $17.4 billion, producing a trade surplus
of $1.54 billion.

For the first 11 months of
2016, exports totalled $197 billion, down
marginally by 0.05% year-on-ycar, with
imports shrinking 5.1% to $177 billion.
The trade surplus for the period totalled
$19.7 billion.

Mr Thanavath forecast consumer senti-
ment would rise further in the first quarter

in December, thanks partly to the government's

<5 FCFED 3 L

h P4

in accordance with economic growth esti-
mated at 3.2-3.5%, improving exports on
the recovering global economy, growing
tourism and accelerated investment in
infrastructure projects.

The UTCC projects the economy to grow
3.6% for the whole year in 2017,

However, Mr Thanavath said many
downside risks remain, such as rising oil
prices, relatively low farm product prices,
lingering concerns about the cost of living
and slower-than-expected global eco-
NOIIC recovery.

He added that exports will also face
external risks such as the impact of Brit-
ain’s departure from the European Union
and the mrade policies of the US under its
new president.

Referring to ongoing floods in southen
provinces, Mr Thanavath said the floods are
expected to cause losses of about 5 billion
baht with key tourism spots unaffected and
minor impact on the farm sector.

He believes the floods are unlikely to
have much affect on consurner confidence
and the overall economy, he said,
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HSBC more bullish on Thai economy in 2017-18

THE NATION ‘i %;g

THE HONGKONG and Shanghal
Barking Corporation (HSBC) has
revised upwards Thailand's eco-
nomic growthforecast for2017and

2018 to 3.2 percent for both years
compared to the:previous esti-

matesof2 BpercentandB percent

respectively, - -
Ongoing public lnvestment is

thereason for thesevision,
Nalm Chutchotltham an econ-

the key up5|des for the economy

were public investment, private

 consumption and exports of serv-

jces, mainty from toufism. These
drivers also hetped to offset the
drag from sluggish exports of
goods, private mvestment con-

keydrivers ofgrossdomestic prod-
t‘

hkelydeceterate

fthe year ending in b ]

"hudget deficitof Bt %btllion .rep-
- resenting 2.7.percent of GDP,

be legally raised by

*'per cant if neaded;” Nélm said,

} ‘thedeﬁatraoomasnercent Still,

“ﬂwcabinetapprovedaﬁﬂgo-

biftion supplermentary hudget on.
December 7, 2016, whichi

~ tinued 1o ite:concerns about the

we expect the public debt-to-GDP. -
ratio to rernain below 50 per cent
at the end of fiscal year 2018

The bank said that lingering . |

externat uncertainties such as'Us

trade policies.and Asia’s growth .
would likelykeepexportssubtued, .

but #s drag on overall growth

would likely be reduced from 2016,

Export market share in most

markets have been maintained sg -
far, while - tourism -is likely: to-.
-tion rates were surprisingly on the
“dbwnside in 2016, partly dueto
i-businesses lack of pricing power.

reboundafterthe femporaryeffect

fromthecrackdownofsomeiltegal’

tourism schemes fades, it said.

HSBC said: liquidity - would'. ;
remain abundant, supported by :
stable deposit growth and a large - -

current account surplus.
it said the economy was Unlike-

lyto returnito its pre-global finan-
clal crisis pace of growth soonas -
high: household debt and lower
credit quality among small and
medium-sized enterpnses stiil“

weighed ori growth.

The domest;cdemand{ecovery .
" reforms may have been complet-

needed the support of several

rounds-of stimulus measyras,
including an agriculture subsidy.
Furthermore, structural problems.
remained, such.as low household
- savings; ageingdemographﬁ and

weaker export competitiveness. .

The monetary policy stance’is~ I
likely to remain loose and the pol-~ |
icyrateisexpected toremainat 15

- per cent until end of 2018, accord-
ing to Nalin.: She noted that this-

wasbecausethe central bank cor
fragile global recovery and uncer-

taintyin major econamies poiicues
that could induce financial market

- volatilityandimpedetheecanom-

ic recovery of Thailand's trading
partners.

Moreover, demand-pull infla-
tionary pressures should be limit-

-ed, even if growth proves more

.robust than expected, she said,
-adding that inflationexpectations

~have remained stable so far and

both'the core and headline infla-

~‘Conseguently, - HSBC: - has
..tweakednsheadimemﬂationfore-
castsforboth2017and 2018, reduc-
'mgthem tol.7percent and2 Oper
-cent from 2.0-per cent and 2 1 per
cent, respectively. :
“With- an election planned at

' aroundendonOl?ormearlyZUiB

policy continuity with regards to

* économic reforms will dependon
“"the incoming governmeant, HSBC

sajd.-However, some of the key

‘ed by the'end of 2017, such as.the
-new puhlic finance legistation bill

‘the amendment to the-competi-
“tionlaw,andanewstateenterprise

hese laws will allow for high-
*patential growth through, for
starice, more- efficient " state

environment the bank sai .

Thepubhcmfrastmcture' 3
plan and policiés: Have
ad Byt only little’and:are
,glé%ly tobe overhauled now, it
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HSBC ups GDP forecast

POST REPORTERS - -
L

HSBC has raised its forecast for Thailand’s

2017 econumic growth to 3.2% from 2.8%.

The bank increased its outlook because
public investment will remain the main
growth driver, tourism is likely to rebound
following the government's crackdown on
illegal tour operators and external head-
winds will likely be reduced.

Lingering external uncertainties, includ-
ing US trade policy and Asia’s growth, will
likely keep exports subdued, but its drag on
averall growth will likely be reduced from
2016, satd HSBC economist Nalin Chucho-
titham in a note. Thai export shares in most
markets have been maintained so far.

Exports, accounting for 70% of Thai-
Jand’s economic value, unexpeciedly
surged 10.2% year-on-year in Novemnber,
hitting a nine-month high after falling 4.2%
in October and gaining 3.4% and 6.5% in
September and August, respectively. For
the first 13 months of this year, exports fell
marginally by 0.05% year-on-year.

HSBC's revised forecast for 2017 mirrors
the Bank of Thailand's outlook, but is below
the Finance Ministry's 3.4% projection.

“Our more positive outlook also takes
into account the ample fiscal room. The
plannied FY17 budget deficit of 390 billion

baht [2.7% of GDP] can be legally raised
by as much as 50% if needed. The cabiner
approved a 190-billion-bahr supplemen-
tary budget on Dec 7, which is expected w
be passed by parliament in early February,
passibly raising the deficit ratio to 3.3%,’
Ms Naiin said.

stifl, she expects Thailand's public
debt-1o-GDP ratio o remain below 50%
at the end of the fiscal 2018 and liquid-
ity to remain abundant, supported by
stable deposit growth and a large current
account surplus.

However, the Thai economy is unlikely
to return seon to its growth pace before
the global financial crisis because of high
household debt and lower credit quality
among small businesses, she said.

Domestic demand often needs several
rounds of stimulus measures (o recover,
including agriculture subsidies. Struc-
tural problems also remain, such as low
household savings, ageing demographics,
and weaker export competitiveness, said
Ms Nalin.

In related news, Deputy Prime Minis-
ter Somkid Jatusripitak said the Finance
Ministry will soon propose to the cabinet
renewal of a double deduction for invest-
ment expenses from corporate income tax
for private sectol investmendt.
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State spending to push
bank lending upwards
SOMRUEDi BANCHONGDUANG LL

Banks' lending rates are expected to start
rising in the second half of this year due

. tostronger loan demand prompied by the

improving economy and accelerated state
investrment in big-ticket infrastructure pro-
jects, says TMB Bank's chief. -

The forecast is based on the assumption
that banks will begin raising deposit rates
in the first six months of this year, start-
ing from special deposit products, due to
tighter liquidity, chief executive Boontuck
Wungcharoen said.

Deposits and lending rate increases
typicgthrtake place at the same time, but
thfoming round of hikes in prime lend-
indrates — minimum lending rate, mini-
muim overdraft rate'and minimum rerail

rate —is expected to have alag
time as the Bank of Thailand's
Monetary Policy Committee is
estimated to keep the policy
rate on hold at 1.5% through-
out 2017, given the uneven
economic recovery, he said.

Some large-scale infra-
structure projects, motorways
in particular, are set to break
ground in the second half of
this vear and rev up demestic
lean demand, he said, adding
that the banking industry’s loan growth
in 2017 is expected to be higher than last
year’s.

According to the Transport Ministry's
action plan approved by the cabinet last
month, 36 infrastructure projects worth
896 billion haht are scheduled for invest-
ment in 2017,

Some 74.1 billion baht or 8.3% of the total
will be covered through the fiscal budget,
with about 576 billion (64.3%) coming
from loans and 197 billion (21.9%) from

Boontuck: 6-7% loan
growth for sector

Loan demand expected to raise rates

public-private partnerships.

Some 44.8 billion baht or
5% will be from the Thailand
tuture Fund and the remain-
ing 3.4 billion or 0.4% will
come from income provided
by the projects’ owners.

Projects to commence in
2017 include the express-
way linking Rama 11
Road-Dao Khanong and
the Western Outer Ring
Road. The Blue Line mass
transit route on the Bang Khae-Phut-
thamonthon Sat 4 section, the Light
Green Line on the Samut Prakan-Bang Pu
section and the Dark Green Line an the
Khu Kot-Lam Lukka section, as well as
the Orange Line linking Thailand Cultural
Centre and Taling Chan are also expected
to break ground. :

The second stage of seven double-track
rail projects spanning 1,439 kilometres and
worth 292 billion baht are also set to be put
forward for cabinet approval in early 2017,




The seven routes are from Pak Nam Pho
in Nakhon Sawan 10 Den Chai in Phrae;
lira in Nakhon Ratchasima to Ubon Rat-
chathani; Khon Kaen-Nang Khai, Chum-
phon-Surat Thani; Surat Thani-Sengkhla;
Hat Yai-Padang Besar; and Den Chai-Chi-
ang Mai.

‘The baniking sector’s total loan growth
will be in a range of 6-7%, and toan growth
of TMIB Bank will be in line with the indus-
try, Mr Boantuck said.

TMB Analytics, the bank’s research
house, predicts Thailand's 2017 gross
domestic product growth will reach 3.5%,
up from 3.3% projected for 2016.

Mr Boonwck said new corporate bond
issuance is expecied to slow down this year
following higher financial costs stemming
from the US interest rate rises.

‘e Thai 10-year government's bond
yield is expected to increase by half a per-
centige point throughout this year.

“The rising financial cost, however,
will not significantly affect the ability of
borrawers to repay debt, and lift NPLs

(non-performing loans) because it stems
from the improving economy,” be said.

Even though the NPL peak will be
delayed to the firstsix months of this year
from an carlier forecastin the second half
of 2016, banks, howevet, will manage 1o
control bad debr at satisfactory levels.

TMB's gross NPL rado fell o 2.5% atthe
end of September last year from 2.87% in
the previous three months, thanks to debt
restructuring and NPL divestments.

Kasikorn Research Center
(K-Research)'s assistant managing direc-
tor Thanyalak Vacharachaisurapol said
market lending rates will be lifted depend-
ing on economic circumstances at the
iime and it needs a clearer picture of loan
demand and economic activities.

However, she agreed with Mr Boontuck
that deposit rates are likely to be raised
before lending rates.

The repricing of deposit products is
likely to be seen around the middle of
this year, starting from special deposit
accounts, she said.
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