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Packages to help fight loan sharks tabled

WICHIT CHANTANUSORNSIRI ¢

A batch of packages, aimed at tempre-
hensively addressing the problem: of
loan sharks, will go before the cabinet for
approval in the next few weeks.

The packages include the roll-out of
picofinance and a 50-billion-baht loan to
refinance the underground lending.

The Finance Ministry plans to issue
operating licences for picofinance in a bid
to encourage informal lenders to enter the
legal lending system, said Finance Minister
Apisak Tantivorawong.

Those whio hold picofinance licences
will be able to lend for general purposes
lirtited to 50,000 baht per borrower at a
maxirnum rate of 36% a year, he said.

The ministry also requested two state-
. controlled banks — the Government 3av-
' ings Bank (GSB) and the Bank for Agricul-
! ture and Agricultural Cooperatives (BAAC)

— set up a permanent unit tasked with
solving underground lending problems,
Mr Apisak said.

-binder the packages, the Interior Minis-
try plans to call on loan sharks to restruc-
ture their loans and the Justice Ministry

has amended the Civil and Commercial.

Code by imposing stricter penalties against
thase who 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 maxi-
mum fine of 200,000 baht, up from a limit
of 1,000 baht. The amended Civil and Com-
mercial Code is pending National Legisla-
tive Assembly deliberation.

Chatchai Payihanaveechai, the G5B
president, said his bank and the BAAC are
working out how to tend 25 billion baht
each to refinance underground loans.

The GSB is also about to introduce

80 000 cash advance cards with a
maximum credit line of 50,000 baht each
and interest rate below 1% a month, he said.

Apirom Sukprasert, the BAAC senior
executive vice-president, said around
40,000 farmers have already signed up for
the bank’s 3.9 billion baht in loans to refi-
nance debt owed to loan sharks,

Like the GSB, the state-backed farm
bank aims to issue cash advance cards
to 200,000 customers to help with their
underground loans, he said. Each card-
holder is entitled to a cash advance of up
to 50,000 baht.

The BAAC is stilt deciding on the inter-
est rate for the cash advance cards, but it
is likely to exceed the existing loan shark
refinancing rate for secured loans of 12%
per year, Mr Apirom said.

The bank plans to establish a unit to
solve the loan shark problem, working 1o
rehabilitate farmers' debt and offering them

; job training.

He said the BAAC's non-performing
loans {NPLs) for the loan shark refinanc-
ing scheme are 2% of loans, still’ well
below the bank’s overall NPLs at 5% of
Ioans outstanding.

The bank aims for its total NPLs to fall
to 4%, the same level as its last financial

! year, by the end of March next year. BAAC's

financial year starts April 1.

In related news, the bank signed a
deal yesterday with the Labour Minisy's
Employment Department to provide ioans
to Thai workers overseas. It is estimated that
120,000 Thaiworkers will apply for the loan.

Eligible Thai workers can receive a loan
of up to 250,000 baht each, with interest
charged at the minimum retail rate, which
now stands at 7%.

The bank has already lent 96,000 Thais
who work overseas a combined amount of
12.6 billion baht
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Govt offers
teachers debt

escape

Soft loans aim to ease
repayment burden

DUMRONGHKIAT MALA 2

The Finance and Education Ministries
yesterday signed a Memorandum of
Understanding (MoU) to let the Govern-
ment Saving Bank (GSB) offer soft loans
to debt-stricken teachers nationwide to
refinance the debts they owe to the bank.

GSB president and CEO, Chatchaij
Payuhanaveechai, said the refinancing
package carries an interest rate of 4%
which is lower than the 5.75-6.70% rates
which debt-stricken teachers currently
have to pay.

However, teachers wishing to take
advantage of the refinancing package
must be over 50 years old and will have
10 use future benefit payments to their
families as collateral to secure the loan,
said Mr Chatchai.

The payments which the families
receive inciude money from the cre-
mation welfare fund run by the Welfare
Promotion Commission for Teachers and
Education Personnel Office and inherited
benefit payouts.

Finance Minister Apisak Tan-
tivoraweong said 283,000 indéebted
teachers are expected to benefit from
the measure.

Mr Apisak said the soft leans should
help reduce debts which amount to
250,000 baht on average per teacher and
will cut their monthly repayment burden
by 1,200-2,400 baht.

“This is the best solution, which
should not put a burden on the govern-
ment budget. Instead it will help prevent

plan

teachers from being blacklisted by the
National Credit Bureau,” he said.

Education permanent-secretary
Kamchormn Tatiyakawee said the move is
aimed at preventing teachers from getting
swamped by debts which could eventu-
ally affect the quality of their teaching.

Mr Kamchorn said teachers’ fami-
lies normally receive & payout from the
funeral service fund of around 900,000
baht when they pass away. If teachers
use this future payout as collateral to refi-
nance their debts, they will not default on
their debt payment.

The MoU comes after the Education
Ministry and GSB agteed to suspend legal
action against teachers defaulting on their |
debt payments, and postpone their debt |
settlement deadline.

Mr Kamchorn estimated there were
more than 400,000 teachers nadonwide in
debt to the GSB and the Teachers Saving
& Credit Cooperatives. Of this number,
more than 1,000 are classified as criti-
cal cases.

“Many teachers lack basic knowledge
about investing, so they invested in high-
risk stacks just because they heard they
give high returns. Some lack self disci-
pline and borrowed from the bank to buy
cars, houses and land. These teachers will
need to be advised by finance profession-
als,” Mr Kamchorn said. o

Education Minister Dapong Ratanasu-
wan said staff will request teachers’ finan-
cial information from the Department of
Cooperatives Promotion to check their
credit status, He alse may ask the agency
to tighten its lending criteria for teachers.

“It's to0 easy for teachers to borrow
from Teachers Saving & Credit Coop-
eratives, so strict rules might help them
avoid the deadly trap of financial ruin,”
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