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Further aid

planned for

low incomes

Loan reformations

coming, Apisak says

CHATRUDEE THEPARAT ()}
|4

The g(f\:emmem is mulling more meas-
ures 1o raise income and boost finan-
cial security for low-income earners
and farmers.

According to Finance Minister Apisak
Tantivorawong, vesterday's meeting of
economic officials, chaired by Deputy
Prime Minister Somkid Jatusripitak,
agreed that the plight of farmers and
others in the low-income bracket remains
worrisoine, as farm product prices are still
relatively low and the global economy has
yet to recover as expected.

“The Financé Ministry itself is being
told to introduce new measures to cut
expenses and raise incomes for low-
im?r}me earners.and farmers,” Mr Apisak
said. “The measures should include both
government subsidies and softloan pack-
ages from the Bank for Agricufture and
Agricultural Cooperatives (BAAC)!

He also cited the Budget Bureau as
ready to allocate additional funds to pro-
vide support.

Mr Apisak insisted that the new meas-

; ures are not likely to put any pressure on
; the financial status of the BAAC and the
. government'’s public debt.

The Binance Ministry has already
submitted a batch of packages aimed at
comprehensively addressing the problem
of lpan sharks to the cabinet secretariat.
These include the roli-out of picofinance
and 50 billion baht in loans to refinance
underground lending.

The ministry plans to issue operat-

" ing licences for picofinance in a bid to
encourage informal lenders to enter the

legal iending system.

Those who hold picofinance licences
will be: able to lend for general purposes
limited to 50,000 baht per borrower at a

© maximun rate of 36% a year,

The ministry has also asked two
state-controlled banks — BAAC and
Government Savings Bank (GSB) —

set up a permanent unit tasked with solv-
ing underground lending problems,
Mr Apisak said.

Under the packages, the Interior
Ministry plans to call on loan sharks to
restructure their loans, and the Justice
Ministry has amended the Civil and
Commercial Code by imposing stricter
penalties against those who do not have
licences and charge an interest rate
exceeding 15% per year.

The amended punishments include
imprisonment of up to 25 years, an
increase from up to one year at present,
and a maximum fine of 200,000 baht, up
from 1,000 baht.

Permanent secretary for finance Som-
chai Sujjapongse said the new package
is aimed at boosting the income and

financial security of 8.3 million people

who are at the bottom of the economic
ladder and registered to receive welfare
and subsidies.

The new measures are initially esti-
mated to cost hundreds of millions of
baht, he said.

The package has already been for-
warded to Mr Apisak. He instructed Mr
Somchai to speak fo the director-general
of the Budget Bureau about how much
budget can be spent for the measures.

“I can’t tell you for further details,”

Mr Somchai said. “The Finance Ministry
will try to compiete the measures to be
implemented late this vear. The meas-
ures will include transferring money
through PrornptPay. In case that eligible
recipients are unable to receive money
through PromptPay, they will receive
funds through the reguilar channel”
' These measures will be permanent
and those who are not registered to
receive subsidies and welfare from the
poverty’s scheme will not get the incom-
ing subsidy but can sign up next year, Mr
Somchai said.

The Revenue Department is verifying
the 8.3 miilion people who signed up for
the scheme and names of those who are
qualified to receive welfare and subsidies
will be announced on Oct 1.

The registration allows the govern-
ment to befter provide assistance and
direct subsidies to targeted groups.
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Tax policy targets

self-employed

PHILIPPINE DAILY INQUIRER

" ASIA NEWS NETWORK

THE TAX policy reform programme that the
Department of Finance will pitch to the Philippine
Congress this month will address the prevailing unfair
system where wage earners carry the burden ofincome
tax while the self-employed account for only a small
portion of the tax take. -

The government nonetheless plans to give delin-
quent taxpayers a chance to settle past obligations
though a legislated tax amnesty.

“Revenue collections from professionals and self-
employed individuals account for only 20 per cent of
the total personal income taxes collected by the gov-
ernment despite the high tax rates, while wage earners
continue to carry the bulk of the burden, or 80 per cent
of revenues produced from income ta.x,” DOF spokes-
woman Paola Alvarez said in a statement.

“We have high tax rates for self-employed and pro- °

fessionals, vet we have a very narrowbase amongthem.

“The Bureau of Internal Revenue (BIR), however,
cannot fully audit them because of; e)astlngbank secre-
cy laws,” she said.

A recent report of state-run tax think tank’ Natlonal ‘

Tax Research Centre(NTRC) titled “Income Tax Profile
of Self-Employed Individuals and Professionals” noted
that despite self-employed individuals and profes-
sionalsbeing placed under “stricter scrutiny”bythe BIR
oflate - mainly through a name-and-shame campaign

targeted at professions with low tax compliance - this

group of taxpayers continued to account for a smaller
share of total individual income tax collection.

During the last decade, self-~employed individuals
and professionals accounted for only 14 per cent of col-
lections, including withholding tax at source, whereas
the bigger share of 86 per cent was comprised of com-
pensation income earners payments, the NTRCreport
showed.

The Duterte administration would also lobby
Congress to relax bank secrecy laws as a way to flush
out tax dodgers.

“Malacaang’seconomic teamn will push fortherelax-
ation of bank secrecy laws for tax fraud cases and the
inclusion of tax evasion as a predicate erime to money
laundering.

“In relaxing bank secrecy laws, we wantto cover all
types of accounts, whether they pertain to deposits or

* investments, or to peso and doilar accounts,” he said.
“We also want to include the crime of tax evasion as

a predicate crime to money laundering so we can catch
the big tax evaders and (bring) themio court,”she said.
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‘Alarm flashes on

| BIS: Credit-to-GDP
‘ gap reaches 30.1%

! FRY .
BEIJING: China’s banking sector could be
! facing an imminent debt crisis, a global
central bank watchdog has warned, fuel-
ling fresh fears of a blowout in the world’s
second-largest economy which could hit
the global financial system.

The Bank for Intemational Settlements
(BIS) — dubbed the central bank of cen-
tral banks — said a gauge of Chinese debt
had hit a record high in the first quarter
of the year.

China’s credit-to-GDP gap reached
30.1% in the first quarter of 20186, its high-
est level ever and far above the 10% level
thought to present a risk to a country's
banking system, the Switzerland-based
bank said in a quarterly report released
late Sunday.

It is way above the second highest level
of 12.1 for Canada and the highest of the
countries assessed by the BIS,

The gauge measures the difference
between a country’s current credit-to-GDP

ratio and its long-term trend.

The BIS gave China ared signal: a warn-
ing that it could face a financial crisis in the
next three years,

China’s total debt hit 168.48 gillion yuan
(%25 trillion) at the end of last year, equiva-
lent to 249% of national GDP, the China
Academy of Social Sciences, a top govern-
ment think tank, has estimated. ‘

The warning comes as Beijing tries to
avoid a “hard landing” for the economy
while transforming it from one based on
state investment and exports to consumer-
led growth. .

Analysts have warned that the ballooning
borrowing risks sparking a financial crisis
as bad ioans and bond defaults increase.

Because China is a key driver of world
growth, a crisis in its banking sector could
have catastrophic implications around
the world, with the global economy still
struggling to recover from the 2008 finan-
cial crisis.

The BIS early-warning indicators are

intended to capture “financial overheat-

ing and potential financial distress” in the
medium term and to highlight the fact that
rapid credit growth could "sow the seeds”
for future crises.

China’s debt crisis

China's “Big Four"” state-owned banks
reported mounting bad loans in the first
half of the year, Earlier in the summer an
official with the banking regulator said
lenders had written off more than $300
billicn of bad loans in the past three years.

-Authorities have unveiled a set of poli-
cies intended to tackle the problem of
souring loans, including debt-for-equity
swaps. Analysts say the country’s vast for-
eign-exchange reserves and control over
the banking system could help cushion the
economy from financial crises.

“Cleaning up China’s debt problem will
be expensive, but this process is likely to
result in gradually slower econornic growth
rates, greater volatility, and a higher fiscal
deficit/GDP ratio, not the dramatic hard
landing or banking ctisis that many fear,
said Andy Rothman of Matthews Asia.

“And because most potential bad Chi-
nese debt is held by state-controlled com-
panies and banks, Beijing has control over
the pace of recognising and dealing with
bad loans,” he said.

“The risk of a debt crisis in China
remains manageable though it's undoubt-
edly growing,” Qiang Liao, senior director
at S&P Global Ratings, said. AFP
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Foreign

bond traders:

start exodus

NUNTAWUN POLKUAMDEE 1 W

syt

Foreign investors have yanked 32 billiciy

Fund outflows are common in emerging
markets at the moment, but the magnitude

of the sales spree in the Thai bond market is

not significant because the 10-year govern-
ment bond yield fell only slightly to 2.22%
from 2.5% in recent weeks, said Ms Ariva.
Fund inflows to the Thai bond market
started early this year as the weak US eco-
nomic recovery convinced investors the
Fed would delay its rate hike. Foreign inves-

tors have reaped a windfall from the baht's
. sirength against the greenback.

baht cut of the Thai bond market this"

month based on speculation about the U8+ :
reach 600 billion baht this yeay, up from last

Federal Reserve's {Fed) potential rate hike

at this week’s meeting. i

Offshore investors' net buying of Thail:
debt papers declined to 114 billion béhiv®

as of Sept 16 from 146 billion at the'eridy

of August, said Ariya Tiranaprakit, ex8g31
utive vice-president of the Thai Béad!
Market Association. . ‘ol

Capital movement in the bond marke#
is expected to remain volatile because'of
uncertainties over the timing of the Fed's’
monetary tightening, she said.

- 3% versus the dollar this year.

The baht rose yesterday 1o 34.84 ta,,
US dollar from Friday's 34.93, reported
ters. The local currency hasgained aroy

In ancther development, Ms Ariya said
new corporate bond issuance is expected to

year's 570 billion, after companies already
raised 520 billion from bond offerings this
year. Companies have issued bonds worth
78.9 billion baht this month, of which 54
billion was offered by Berli Jucker Plc {BJC).

Despite the high supply, demand for
bonds remain strong amid the low-interest-
rate environment.

Wisudhi Srisuphan, a deputy finance
minister, said fund flows are still in sea.rc)ll
of yield as loose monetary policy by mid
global central banks continue to supp
the fragile global econoimy.

“This low-interest-rate environment w;l.L'
bea challenge forinvestors in the mednign
term,” he said at the 3rd Asean Fu(éd*
Income Summit yesterday.

Investment in the bond and capital mar-_
kets has skyrocketed, with the total valuéin: m*
each making up 33.3% and 25.1%, respec-.
tively, of the financial system this year, - -~

..
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