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A HELPING HAND
SME Bank is going to focus on offering more
working capital loans to small businesses
when they need it most. B2
LENDING

SME Bank focused on working capital

WICHIT CHANTANUSORNSIRI

The state-owned Small and Medium Enter-
prise Development Bank of Thailand (SME
Bank) plans to focus more on working capi-
tal loan products to keep pace with growing
demand, its chief says.

Most of the bank’s products are long-
term ones, while working capital loans
remain minimal, said president Mong-
kol Leelatham.

SME Bank has lent around 10 billion
baht worth of factoring loans, considered
working capital loans, he said.

SMEs demand working capital loans to
increase financial liquidity, so the bank will
concentrate more on this type ofloan, said
Mr Mongkol.

To extend more working capital loans,
the bank needs to upgrade its risk manage-
ment system with a core banking system, he

said, an investment estimated
at 600 million baht.

Siam Commercial Bank
recently said it has become
more prudent and started to
closely monitor SMEs" working
capital loan usage after finding
most SME borrowers are misus-
ing loans, which could lead to
aliquidity squeeze and defaults
in the future.

The bank has cut the work-
ing capital or overdraft line
of credit for SMEs that have repeatedly
misused loans for alternative purposes
in an effort to steer them towards finan-
cial discipline.

Mr Mongkol said SMEs are facing a
double whammy with an interest rate hike
likely next year and an intensified US-China
trade conflicts.
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Mongkol: SMEs face
double whammy

To help alleviate impacts,
SME Bank will maintain inter-
est rates as long as possible,
he said.

Economists forecast the
Bank of Thailand will raise the
policy rate for the first time in
seven years in December or
early next year with a quarter
percent point hike to build up
policy space for unexpected
shocks in the future.

He said micro-SMEs are the
bank’s focus as their ability to adapt to the
changingbusinesslandscape remains slow.

The bank plans to offer as much as 90%
of 35 billion baht in new loans nextyear to
micro-SMEs.

Based on SME Bank’s ceiling for micro-
SMEs of 600,000 baht each, the bank
expects to offer loans to 50,000 operators.
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NPF bill expected to
land before election

Hopes to buffer
ageing population

NUNTAWUN POLKUAMDEE

A bill to set up a National Pension Fund
(NPF) is expected to take effect during
the military-led government’s tenure to
provide sustainable and inclusive retire-
ment savings, says the Federation of Thai
Capital Market Organisations (Fetco).

Asthe bill has already received cabinet
approval and been assessed by the Office
of the Council of State, the final procedure
rests with the National Legislative Assem-
bly (NLA) to pass the law, said Fetco chair-
man Paiboon Nalinthrangkurn.

The hope is the NLA accelerates the
approval process because Thailand is
projected to become an aged society in
three years, but 20% of citizens above
60 still have low retirement savings, said
Mr Paiboon.

Some 60% of retirees’ income comes
from money given to them by their off-
spring and extra work, while 6-7% of
income is derived from pensions, he said.

The NPF can enhance retirees’ pension,
said Mr Paiboon.

There are around 17 million registered
workersin Thailand, butemployers’ provi-
dent funds cover only 3 million workers,
he said.

A mandatory savings bill is needed
because voluntary savings has not caught
on with Thais, said Mr Paiboon.

Once the NPF becomes effective,
employers thatare existing provident fund
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A number of senior demonstrators called on the state to put in place a national pension
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scheme during a march on Ratchadamnoen Avenue in 2016. THITI WANNAMONTHA

members will have a choice to stay in the
provident funds orjoin the NPE said Supa-
nee Chantaramas, an expert on savings
and investment at the Fiscal Policy Office.

The NPF will require employers and
employees to make matching contribu-
tions of 3% of the employee’s salary to the
fund for the first three years, increasing to
5% during the fourth to sixth years and 7%
for the seventh to ninth years. The mini-
mum contribution from the 10th year is
10%. The base salary capped is at 60,000
bahta month.

For employees with monthly salaries
under 10,000 baht, employers will have
to make full contributions to the fund for
employees, said Ms Supanee.

Employees’ fund contribution can be

News ID: C-181113001022 (13 Nov 18/06:05)

up to 30% of monthly salary, while there
is no maximum contribution limit for
employers, she said.

The NPF board will select three asset
management firms out of 16 for fund man-
agement. Investment policy is focused
on low-risk assets, such as fixed-income
funds at 60%, with 40% in equities and
other assets with higher investment risk,
said Ms Supanee.

The fund has a default investment
policy and life-path policy as options.

The NPF's asset size is expected to be
around 30 billion baht in the first year,
she said. Fund members have a choice
to receive annuity payments for 20 years
after they turn 60, obtain paymentin instal-
ments, or receive a one-time pension.
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Fetco proposes 10-year
fund to replace LTF boon

NUNTAWUN POLKUAMDEE

The Federation of Thai Capital Market
Organizations (Fetco) has proposed to
Deputy Prime Minister Somkid Jatus-
ripitak the idea of a new investment fund
as a substitute to the long-term equity
fund (LTF), with a 10-year investment
period and tax credit of no more than
100,000 baht.

The move is aimed at encouraging
greater long-term savings
among Thais and reduc-
ing healthcare spending
by using the government
budget in the future.

Fetco chairman Paiboon
Nalinthrangkurn said the
proposed fund will have an
investment period of around
10 years, with a tax credit for

S

associated with the Stock Exchange of
Thailand’s (SET) Thailand Sustainability
Investment, with the rest depending on
the fund manager’s consideration.

“This fund will not replace LTFs
because of the objective is different. The
new fund is aimed at helping Thais gen-
erate long-term investments for retire-
ment savings,” he said.

“This fund will not favour rich people
because the tax deduction process
is final”

Fetco will also approach
the finance minister and
Revenue Department, as is
normal practice for propos-
als, said Mr Paiboon.

The cabinet in late 2015
approved an extension of tax
incentives for LTFs for three
more years from 2016 to

investors of around 20% of . ¥ revive waning stock market
the total investment sum. Paiboon: Conditions sentiment and boost domes-
The tax credit will be capped  include 50% to SET tic savings.

at 100,000 baht.

The tax credit will be deducted from
taxpayers’ latestamount paid to the gov-
ernment. For instance, if the tax amount
an individual has to pay after including
other tax deductions is 50,000 baht, the
taxpayer will be given an additional 20%
tax deduction if he invests 100,000 in the
fund, making his tax liability 30,000 baht.

If a taxpayer wants to increase his tax
deduction privilege, he has to make an
additional investment in the fund.

Mr Paiboon said the condition for
the fund is fund assets have to invest
50% in infrastructure funds and stocks
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Taxpayers are permitted to
deduct contributions to LTFs and retire-
ment mutual funds worth up to 500,000
bahteach, or no more than 15% of annual
taxable income, whichever is lower.

To obtain the tax deduction, individu-
als must hold LTF units for atleast seven
calendar years and not be incapacitated
or dead.

SET president Pakorn Peetatha-
watchai said the bourse has pro-
posed the government accelerate the
approval of bills related to technol-
ogy as such legislation to increase the
SET’s competitiveness.
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