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Spur economy
for long term

early 10 million: taxpayers have once again been

called upon to help spur the sluggish economy.

The Prayut Chan-o-cha government has offered

a shopping tax break to boost domestic spending

i% W during the upcoming holiday.

The move is not a surprise. Last December saw the same

: measure. This year's tax incentive, however, comes at a time

. when overall consumer confidence remnains relatively low.

The tax break offers a small tax deduction to each taxpayer
who spends up to 15,000 baht until the end of the year.

. The total deduction or the overall spending, estimated by
analysts, is less than 6 billion baht. Too small an amount to
make a meaningful impact on Thailand’s overall economy.
Last year's tax incentive drew spending from only a quarter of
eligible shoppers.

This tax incentive is just one of a series of government
stimulus packages during the past 12 months, worth 186
billion baht in total. These have included subsidies for rice
farmers, cash handouts for low-income earners and financing
village funds.

No:

With nearly a dozen stimulus packages putin place o
spur economic growth, the government’s projection for 3.3%
growth in gross domestic product this vear, if it happens,

is likely to be a result of
short-term measures rather

Gen Prayut has than fundamentals.
d h . The situation is unlikely
O.ﬁcere a snopping to get any better next

year. The US Federal
Reserves raised interest
rates on Wednesday for

the first time in a year and
the second time since the
2008 financial crisis, bringing Asian markets down yester-
day. The US central bank also predicted further rate increases
next year.

This could spell some trouble for Asian countries as short-
term funds will likely start to flow back to better yielding mar-
kets in the West. The saving grace that we in Thailand have
is the fact that our reserves are very strong and we should be
able to withstand any major outflows of funds.

But then we have a regional problem to look at. Malaysia
has drawn concern from investors due to its ongoing political
and economic weaknesses. Although the amount of overal
bilateral trade between Thailand and Malaysia is not that
big, any psychological impact stemming from the ongoing
prablems with our southern neighbour could pose major
consequences to the flow of funds.

Although most central bankers say that they are already
making preparations for the fall from grace of Malaysia, it
would not be easy to maintain stability.

1t is therefore necessary for Thailand’s domestic economy
to be strong to sustain any major shock that could rock
the boat.

Thailand’s economy in recent years has not been perform-
ing at its best. The country’s exports that account for about
65% of GDP have been languishing amid weaker global
demand and a continued slowdown in China.

To make matters worse, the tourism sector has been suffer-
ing amid a crackdown on the sa-called “zero dollar” tourists
from China. The crackdown has cut Chinese tourists by
£00,000. The impact on tourism, which accounts for over 10%
of GDP, has been relatively severe. The slowdown in tourism,
resulting in a loss of 10-20 billion baht due te the crackdown,
adds further stress to the economy.

The government’s move to spur spending therefore does
1ot come as a bolt from the blue. But there is an urgent need
for Thailand to keep the economic mementum going. The
Prayut administration may not realise that average consum-
ers do not have as much money as they did in the past.

Pay rises and bonus payments have been minimal in most
sectors. Not to mention rising household debts. The govern-
ment is unlikely to see the level of consumption it expects.
Better measures are obviously needed for next year.

tax break to boost
domestic spending.
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