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Somkid moves to calm currency fears

Deputy PM says baht
needs no intervention

WICHIT CHANTANUSORNSIRI

Deputy Prime Minister Somkid Jatusripi-
tak is playing down warnings from some
foreign research houses that Thailand risks
being added to the US Treasury’s watch list
of potential currency manipulators, saying
the government has no immediate plans to
step in and curb the stronger baht.

The country’s massive foreign reserves
are due to a trade surplus and capital influx,
he said.

“The Bank of Thailand is responsible
for keeping the currency stable, but there
has been no intervention,” Mr Somkid said.
“The baht is moving in line with market
forces, while the stockmarket has improved
thanks to fund inflows as investors consider
the currency a safe haven. Weakening the
baht is not a consideration today.

The central bank reported that Thai-
land’s foreign reserves amounted to
US$202.8 billion (6.54 trillion baht) as of
Dec 22, up considerably from $171.9 billion
at the end of 2016.

Mr Somkid said the baht would be less
strong if the government had a policy
of intervention.

News ID: C-180105001006

The baht, which surged almost 10%
against the greenback last year, was the
second-best-performing currency in Asia
after the South Korean won.

The local currency is the biggest gainer
in the region this year, up about 1% versus
the dollar.

Mr Somkid’s comments came after
Bloomberg reported that Thailand
and India are at risk of being included
in the US watch list of potential cur-
rency manipulators.

Bloomberg referred to a Bank of Tokyo-
Mitsubishi note on Dec 26 that Thailand'’s
trade surplus with the US was $16.7 bil-
lion at the end of October, according to US
Census Bureau data, and that its current
account surplus has been more than 10% of
GDP for the six quarters through September.

The nation has passed the 2% interven-
tion threshold and is one of 16 countries
cited by the US as running high trade sur-
pluses with the latter.

The US Treasury’s three criteria for
countries to be added to the monitoring
list are a trade surplus with the US of $20
billion or more, a current account surplus of
atleast 3% of GDP, and net buying of foreign
currencies amounting to at least 2% of GDP
over a 12-month period.

China and South Korea were the only
two emerging markets on the list at the
last semi-annual report in October, while
Taiwan was removed.

Mr Somkid said the key thing is that
small and medium-sized enterprises
(SMEs) must hedge against foreign cur-
rency risks, a measure that incurs some
costs but is considered an investment.

In the meantime, the government has
set its sights on a major overhaul of the
agricultural production structure this year
in an effort to add another driver for the
economy to reach its growth potential, Mr
Somkid said.

The revamp will focus on potentially
competitive crops, reducing growth of those
with gloomy prospects and helping farmers
who can lead the shift, he said.

If 20 million rice growers and an addi-
tional 10 rubber farmers have higher

income, the country’s economy will be
stronger, according to Mr Somkid.

Marketing will play a leading role in
farm production, he said, while the Science
Ministry must prepare to adopt appropriate
technology for the farming sector.

Mr Somkid said farmers can change their
production behaviour and move towards
quality productsthat meet market demand.

The change in the agricultural sector is
expected to be seen in the next 3-4 years,
he said.

“Should the country fail to catch up with
the change in technology, we will go down
in the league table,” Mr Somkid said. “Ifthe
agricultural sector cannot adapt to change,
our society will fall into ruin.”
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ECONOMY recoveryas they earn more money from the
rising stock market, growing exports and
strong tourism,” Mr Thanavath said. “But
C OnS u I l l e rS the rebound in purchasing power has yetto
filter down to low-income earners.”
In related news, the UTCC forecast the
fU]_l Of Cheer Thai economy to grow by 4% in the first half
of 2018 and 4.5% in the second half, with
: b full-year growth in the range of 4.2-4.5%.
ln D e Ce l I I e r “The Thai economy has achance to grow
by nearly 5% this year,” Mr Thanavath said,
“thanks to a spate of positive factors includ-
PHUSADEE ARUNMAS ing growing exports and tourism, the gov-
ernment’s measures to help low-income
Consumer confidence rose for a fifth earners, notably through the state welfare
straight month in December, boosted by ~ card scheme, and a local economic devel-
robust tourism, growing exports, state opment strategy that will result in higher
stimulus measures and a public less wor-  employment in local areas.”
ried about the political situation. The government’s much-touted Eastern
The University of the Thai Chamber of Economic Corridor is also expected to draw
Commerce (UTCC) said yesterday that the  investment worth 200-300 billion baht, 50
consumer confidence index (CCI) rose billion baht of which is estimated to stem
from 78.0 in November to 79.2 in Decem- from the private sector.
ber, hitting a 35-month high. Money circulated in the Thai economy is
Consumers were confident about a estimated at 500-700 billon baht this year,
future recovery based on growth in exports ~ whichwill help boost economic growth by
and tourism, said Thanavath Phonvichai, 2-3%, Mr Thanavath said.
vice-president for research at the UTCC. The National Economic and Social
Government stimulus in the second half Development Board in November forecast
of 2017 also boosted sentiment, he said, GDP growth in the range of 3.6-4.6% for
with consumers less worried about the 2018, supported by favourable growth ofthe
political situation. global economy; an acceleration of public
But Mr Thanavath said consumerswere  investment, supported by the progress of
still concerned about low crop prices, keyinvestment projects and a higher capital
higher living costs and geopolitical tension.  budget framework; the improving trend
The burst of consumer confidence in  of private investment; and the continued
December stemmed from the middle class ~ expansion of key production sectors.
taking part in the economic recovery, while Improvement in employment and
low-income earners’ purchasing power household income conditions is also antici-
remained relatively low because of the pated in 2018, with export value of goods
higher cost of living and low crop prices, predicted to expand by 5% and private con-
particularly for rubber, oil palm and corn. ~ sumption and total investment to grow by
“The middle classis feelingthe economic ~ 3.1 and 5.5%, respectively.
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Three countries to hold
back rubber exports

THE STAR the ITRC Monitoring and
ASIA NEWS NETWORK Surveillance Commiittee.
KUALA LUMPUR “The AETS will be implement-

ed through their respective domes-

THAILAND, Indonesia and ticregulatorsincluding addressing
Malaysia’s pledge to withhold businesscommitments underexist-
exports of 350,000 tonnesof natu-  ing forward contracts.

ral rubber (NR) until March 2018 “Thailand, Indonesia and
came into immediate effect yester- Malaysia will also cooperate to

day .

increase NR consumption domes-

The three countries will also tically,” the IRCo said.

push ahead with greater domestic The strategyis to use NR in var-
consumption of the commodity, ioussectorssuch as transportation,
according to the Bangkok-based infrastructure, sports, defence,
International Rubber Consortium  health and consumer goods, rub-
Ltd(IRCo).The IRCosaidthewith-  berised road construction, rail pads
holding of exports of NRwasunder  forrailway construction, dock fend-
the framework of the International ~ ers and other suitable areas.

Tripartite Rubber Council’s (ITRC) The IRCo said Thailand,
Agreed Export Tonnage Scheme Indonesia and Malaysia are confi-

(AETS).

dent that with the joint implemen-

To recap, the pledge was made tation of these measures, the NR
during the ITRC senior officials prices will recover and continue to
meeting on December 22, 2017 in  befairand remunerative to all small
Bangkok. Tt will be monitored by  holders and other stakeholders.
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