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BoT p

BORDER RUN

The Bank of Thailand is pushing money trans-
fers to CLMV nations via QR code to further
integrate economies. B2

Cross-border fund
flows via QR codes

WICHIT CHANTANUSORNSIRI

The Bank of Thailand has initiated a cross-
border fund transfer with Cambodia,
Laos, Myanmar and Vietnam (CLMV) by
scanning QR codes in a move to facilitate
deeper integration in the region.

The money transfer service will help
lower fund transter costs in the region,
particularly CLMV migrant workers in
Thailand who are now charged 10% of
the money transfer amount for remit-
tance service, said Finance Minister Apisak
Tantivorawong after ameeting to connect
the Thai capital market with others in
the region.

The Phnom Penh Postrecently reported
the central banks of Thailand and Cambo-
dia are working togetherto rollout the QR
code payment system in 2019.

The Bank of Thailand also proposed the
use oflocal currencies for trade settlement
between Thailand and CLMV to reduce
operators’ costs and risks from foreign cur-
rency conversion, said Mr Apisak.

Trade in the region now uses the US
dollar for settlement and this adds pay-
ment costs for operators, given the cur-
Tency swap.

The Bank of Thailand has stuck a deal
with Bank Negara Malaysia for directlocal
currency settlements between the baht
and ringgit for a number of years. This
deal marks the first bilateral currency
exchange pact within the 10-nation Asean
bloc.
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Mr Apisak said it is necessary to narrow
the gap between bid and offer prices of
local currencies to facilitate direct local
currency settlement for trades. The Bank
of Thailand will take responsibility for
the issue.

It is difficult to let the market try to
narrow the gap as settlement volume is
still minimal, so the central bank must
make it happen, he said.

Direct settlement between the baht and
yuanis possible if their spread is narrowed,
said Mr Apisak.

Hesaid a cross listing between the Stock
Exchange of Thailand (SET) and CLMV
bourses would help all related parties, but
neighbouring countries are concerned
their stock exchanges will be wiped our if
they integrate with the SET.

The Thai stock exchange is more devel-
oped than its neighbours, enabling the
former to help its peers to develop theirs,
said Mr Apisak.

Cross-listing helps CLMV bourses
because the SET has high trading liquid-
ity and can assist them with back office
operations, he said.

The Hong Kong Exchange recently
expressed its intention to connect with the
SET and the local market will become more
attractive if it happens, said Mr Apisak.

In separate news, he said the Office of
the Insurance Commission (OIC) floated
the idea of allowing international reinsur-
ance companies to set up their branches in
Thailand to operate here without reinsur-
ing outside the country.

Thai insurers always reinsure in Sin-
gapore to diversity their risk as local
reinsurers do not have adequate capital
to cover all the re-insurance premiums,
said Mr Apisak.
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92% of budget

WICHIT CHANTANUSORNSIRI

The budget disbursement rate for fiscal
2018 was 92%, worth 2.67 trillion baht, says
the Comptroller-General's Department.

Such disbursement rate was lower
than in fiscal 2017, where the rate reg-
istered at 94.6%, said spokeswoman
Yanee Sangsrichun.

The total value of the fiscal 2018 budget
was worth 2.9 trillion baht.

The government's fiscal year starts on
Oct 1 and ends at the end of September.

Budget disbursement for public invest-
ment was logged at 373 billion baht, or
56.5% of total investment disbursement
sum of 659.8 bhillion, down from 65.9% from
investment disbursement of fiscal 2017.
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paid this year

Tied-over budget for fiscal 2018 was dis-
bursed at 215 billion baht, or 66.4% of the
sum o0f 323.95 billion.

Forfiscal 2019, the department has been
accelerating the process of trying to explain
the law related to fiscal budget disburse-
ment, intending for state agencies to prop-
erly comply and facilitate disbursement
procedures, said Ms Yanee.

A faster pace of budget disbursement
will help the government budget to move
taster into the economic system, she said.

Each state agency will set up its own
unit to monitor, track and report problems
associated with the budget disbursement
process, aiming to resolve the problems in
a timely manner and help stimulate Thai-
land’s economic growth, said Ms Yanee.
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REVENUE

Apisak stymies proposed cigarette tax

WICHIT CHANTANUSORNSIRI

The Public Health Ministry’s proposed
tax hike legislation on cigarette packs,
aimed at subsidising expenses of the gold
card healthcare scheme, has to comply
with the Finance Ministry's fiscal disci-
pline regulations, says Finance Minister
Apisak Tantivorawong.

Mr Apisak said he has not been notified
of the move to raise the levy by two baht
per cigarette pack to support public health

services through legislation.

The ministry did not initiate this policy
and such a law cannot be drafted until it is
assessed whether it would be in accordance
with the Fiscal Discipline Act, he said.

The Act does not permit other state
agencies to propose a law on tax collection
or fee hikes, known as an earmarked tax,
where the revenues are reserved solely for
a specific group or usage, said Mr Apisak.

Astateagency has to receive the Finance
Ministry’s approval ifitwants to make such
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a proposal, he said.

“If there is [legislation] for such a tax
hike, there has to be an assessment of
the proposal details [by the Public Health
Ministry]. As far as [ know, the gold cards
scheme is running short of money,” said
Mr Apisak.

“The Public Health Ministry is trying
to seek sources to fund the scheme, They
might think that cigarettes are a health
concern, so it is possible to extract money
from this, One would have to question the

Public Health Ministry for their opinion on
this matter because | am not aware of any
[development] at this point. I am not aware
of what they are considering or proposing.”

Patchara Anuntasilpa, director-general
of the Excise Department, which oversees
the licence for tobacco and cigarette tax,
said he is not aware of details on the pro-
posed legislation to fund public health ser-
vices by increasing the cigarette tax.

Further questioning has to be made of
state officials, said Mr Patchara.
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LENDING

SME Bank seeks grace
period for single account

WICHIT CHANTANUSORNSIRI

The state-owned Small and Medium
Enterprise Development Bank of Thailand
(SME Bank) has proposed a one-year grace
period for SMEs to fully comply with new
lending practices that require them to have
a single financial account.

Commercial banks will tighten their loan
approval to SMEs after the adoption of the
new practices starting on Jan 1, 2019, said
president Mongkol Leelatham,

The International Financial Reporting
Standards (IFRS), which will be applied
from 2020, will make it more difficult for
smaller SMEs to access loans from financial
institutions, Mr Mongkol said.

About 500,000 of the 5.2 million SMEs
and micro SMEs across the country are
ready to sign up as juristic entities, while
80% of all SMEs are smaller and do not
complywith accounting standards, hesaid.

In his view, SMEs should be given one
year to comply with the full requirements
and their financial account should initially
be required to show sources of income and
financial liquidity.

Under the single account scheme, the
Bank of Thailand will require banks to give
greater consideration to financial state-
ments submitted to the Revenue Depart-
ment when considering SME loans, starting
next year.

The requirement, however, has stoked
concerns that the single account scheme
will lessen access to finance for most SMEs,
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which tend to use more than one financial
account and submit the smallest one to
understate or avoid tax.

The Bank of Thailand will reportedly
stick to its Jan 1, 2019 deadline of requir-
ing banks to use financial accounts submit-
ted by SMEs to the Revenue Department
for loan approval, but the central bank
may offer a three-year grace period for
full compliance.

Mr Mongkol said that if a relief period
is allowed, SME Bank stands ready to pro-
vide financing to small-business operators
during the transition period through the
SME development fund under the Pracha
Rat (People's State) initiative.

The bank will request additional funds
from the cabinet if the amount is insuffi-
cient, he said. Some 2 billion baht remains
available from the fund.

Thanawat Phonvichai, vice-president for
research at the University of Thai Chamber
of Commerce (UTCC), said policymakers
may require SMEs who need the one-year
relief period to sign up.

According to a UTCC survey of 1,200
SMEs, 57.5% have regularly made financial
accounts, 33.1% have periodically made
financial accounts and 10.4% have never
done so.

Mr Thanawat said SMEs contribute
40% of the country’s GDP, and half of that
derives from 3 million smaller SMEs, If
these smaller SMEs became unbanked, it
would harm the overall economy and could
slow economic growth next year, he said.
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