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Gross saving / GDP has been on the decline from its peak of 35.2 per cent
between 1991 to around 30.5 per cent in 2003.
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In the medium term, once the private investment gains its momentum and returns to its
previous level before crisis and the government mega-projects are being built, there will
be need for more domestic saving to help support the current account.

Percent / GDP
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The present demographic trend indicated that the aging population will become
one of the long-term challenge for Thailand. They will need to save much more

now to finance their retirements in the future.
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Billion Baht

Share of Gross Saving Total Gross Saving

2000 1,807 billion
(Percent) 1980 | 199193 | 2001-03
1800 Net Households 50.0 27.2 13.6
1600 { [ Net Corporate 70 | 185 | 254 364 billion
Net Public Sector | 95 | 241 | 158
1400 Net Public
445 billion
1200 Net Corporate
000
238 billion
Net Household
800
600
400 824 billion
Consumption of Fixed Capital
200

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002
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Percent of GDP

34.9 (1991-93)

35
W""” ‘ Changes between
. 199193 and 2001-03

Gross Saving  -5.1%

Households

15 Corporate +1.1%
0 Government Corporate Government  -3.7%
Households -5.4%

0

1986 1988 1990 1992 1994 1996 1998 2000 2002

Why did Household Savings Decline?

* Social Security Programs
* Demographic Factors

* Changes in Consumer Behavior -

Boom in Consumption

dwmlnnananngdnssumsssaniaouly

2 @ :
#91UJuHaa1N Consumption Boom

HH Saving/GDP = HH Income share * Average Propensity to Save

(Income) (Saving Behavior)

Changes between 1991-93 and 2001-03

1991-93 2001-03 Changes Roughly 94.4%

HH Savings/GDP 9.6 4.6 -5.1(-53%) duets e i

HH Income /GDP  68.0 653  -2.7( -4%) consumer behavior.
APS 14.2 7.0 -7.1(-50%)

Percent of GDP  Percent of GDP

0 ag APS = Household Saving
Disposable Income

Percent of GDP

Household Income Share
—

12

N Houschold Savings "
Houschold Savings

1980 ios4 __ioss 1992 1996 2000 1080 1984 1988 1992 1996 2000

Percent of GDP Percent of Disposable Income
30 10

Consumption Expenditure
—

In effect, aggregate data suggests

* \/\/\/\/—\/\ os  that the decline in the household

/\/_/\/\x/ " saving is therefore a story of

0 /\/ consumption boom after the crisis.
s Houschold Saving / GDP o
ee/ 6D

o bos

g1 1osa  low7 1990 1993 1996 | 1999 2002

. . Share | Average
Percent Consumption % Change S =
0 rowth (% Change) 2003 | 9903

Disposable Income - 3.92
Cons. Expenditure 100.0 | 6.06

Durable Goods 10.6 16.1
Semi-Durable Goods | 16.2 2.7
Non-Durable Goods | 47.2 5.2

981 1984 1987 1990 1993 1996 Voqq 2002 Services 30.0 6.9

Disposable
Income Growth
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Why did household savings decline?

Level of Determinants Impacts on ﬂfe
D Household saving
1989 1991-93 | 2001-03 | 1989/2001-3 | 1991-3/2001-3
® a | @an | an-@ | @m-ay

Growth (Trend) 8.7 7.8 3.6 -4.9 ( 43
Growth (Cyclical) 3.3 0.4 5] -0.8 +0.3

Real Deposit Rate | 4.5 43 0.5 08 "08)
Wealth/GDP 0.4 0.6 0.5 -0.5 +0.5
Overall -6.9 -4.3

Econometric evidence suggests that the decline in household saving came from the reduction
in the trend growth, the fall in the real deposit rate and the rise in households wealth.
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Life Cycle Hypothesis Framework
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Billions of Baht
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Source: Socioeconomic Survey (SES) 2004, NSO |
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50000

Saving 2004 40000
Millions of Baht South Saving 0000
250,000 8% Bangkok By Income g3
Northeast J 31% Centile %E‘f 20000 @ 1006
17% $ % 10000 2004
200,000 % E
28 o Income
s Centile
150,000 NOrth “10000 1 2 3 4 5 6 7 8 9 10
’ 1% -20000
b
100,000 Central (excl. Bangkok) 39 thousand accounts in the banking system have money more than
' 33% 10 million baht and together account for 21 percent of deposit
0000 Deposit Base Deposit
’ Base
< 50,000 baht 50,607,880 221,549 58 4,379
o4 City Rank 50,000 — 1 Million 5,852,127 1,227,972 323 209,833
1 4 7 10 13 16 19 22 25 28 31 34 37 40 43 46 49 52 55 58 61 64 67 70 73 1 Million-10 Mil. 643,111 1,542,102 40.6 1,554,942
10 Million -100 Mil. 34,738 714,930 18.9 20,580,638
Amount 3,754 1,147 326 305 298 5,830 100 Million and up 409 95,679 2.5 195,264,980
Share (%) 64.4 19.7 5.6 52 5.1 100 |NsO'3ES 200 Total 57,138,346 3,802,309 100 100,821
BOT 1 Source : BOT, NSO SES 1996 and 2004 2
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Source: NSO SES Source: NSO SES
0+ Income Rank
1 2 3 4 5 6 7 8 9 10 Graphs by year
Income Centile Source : NSO SES 1996 and 2004 2
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OLS Regression: Household saving level = f(?)
Sample: 34,000+ households, SES 2004, NSO
Positive Contributors Negative Contributors
E . E .d Income Medical Insurance (30B)
conometric vidence Renter Gov. Saving/Provident/Social
Farm Operator Security
Farm Renter Educational Attainment
Labor, Daily-hire Bangkok
BAAC Village Access Dependency Ratio
Rural
The decline in ings can be d by the fall in uncertainty,
expanded coverage of government social programs, increased housing
ownership and rising credit access.
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Logistic Cross-section Significant Variables

Regresswn Low Financial Literacy

Independent Variable:

ynuRawgdnssunsasuainiaGan

Low Education: below BA

viwluilogiu sxvhliaiaFousesim Renter or Mortgage Holder

IGusanissnadmivlFinelueuin 5
Labor, daily/weekly

Wuwiasnuonvdala

AN wyuds 300 siln.
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Saving Constraints

Saving Service Needed Share of Respondents

with Unmet Need

uTarhnuaznauinaTaziwurin i Idiladasms 8.27%
Buanuazaanidofuinen nanauunuwiunaty udifon
Wwduaalddaudroine 1w Wusaiigus 5.96%
Auduuvinau uﬂmammugum‘vlmtwnu wWaswilwiusaldon 2.73%
HAABLUNUGINN wiaswilwduaadaudamn ua:m‘um‘a"qu anlalldawna 2.45%
duuazaanidlo 1u v{w’%‘anamu

a v w ' P '
Uimsludnedussatanitanioannnin 18.33%

Source: Bank of Thailand Financial Access Survey (2003)

L og istic Reg ression Significant Variables

Low income

Dependent variable: Lopjiiiucation

at least one unmet South, Central, Bangkok

saving need

le: BOT Fi ial A

Survey (2003)
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Median Consumption Share of Income

Cohort consumption

Younger generations are consuming more as a share of income
compared to older generations when they were the same age.

<21 21-28 29-36 37-44 45-52 53- 60 61-68 68 - 75 Age

Source: NSO SES 1996, 2004 1996 Median ™ 2004 Median

nmsuslhansnaiulszinniuan

Consumption
100% O Education
B Miscellaneous
80% O Recreation
[™~@ Communication
60% - @ Transportation
O Care
40% | B Medical
0O Housing
B Tobacco
20% 1 +—a Food
Age
0% T T

14-21 22-29 30-37 38-45 46-53 54-61 62-69 70-77
Source : NSO SES 2004




III. Summary of Micro Findings

* Rich households drive savings.

Households savings has declined in line
with the changing environment:
— Credit access

Precautionary saving |

— Occupational change Durables saving !

— Government programs
* Many households are not saving enough.
* Many households are saving constrained.
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mw&'uﬁuffizwhamsaamtazmsamu (1991-

2000)
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Investment (% of GDP)

Penn World Table v 6.1

Are We Saving Enough?

* To support growth

 To finance investment and ensure
external stability

* For each individual, to finance his/her
future need, especially for retirement
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Sty Y = A + (K + al

Growth Y A K L

Accounting
K= [Y - A - uL} 1
K Y A L) *1-a)
2. 34 1-2 15

Gross Savings Negded under Various Scenarios in the Next 3 Years

Billion baht
1600

Private investment

1980

1983

Public Investment

400
200 Public investment

1986 1989 1992 1995 1998 2000

‘What will

happen

in the next

5 years?

Private Investment

Target A pti Tmplied Implied Gross Saving Rate
Growth TFP Labor Capital Stock with 0% with 3%
Rate Growth | Growth Growth CA deficit | CA deficit
3-4% 2.93% 20.5-20.7% 17.5-17.7%
4-5% 5.79% 27.5-28.5% 24.5-25.5%
1-2% 1.5%
5-6% 8.64% 34.3-36.9% 31.3-33.9%
6-7% 11.5% 41.1-45.9% 38.1-42.9%

Sources: Authors” calculation based on labor share o = 0.65

Differential Level of Private
(Billion Baht) | 2005 | 2006 | 2007 | 2008 | 2009 growth in Investment to GDP
Private
atyear 1 atyear 5
Planned 67 255 427 486 464
3% 223
Mega Projects
5% 200 23.9
Public Invest. 8.4 8.8 93 9.9 104 7% - 256

Percent of GDP

9%

274

34
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Members of Social Security Programs

Employed Person by Work Status

and Private Provident Funds June 2005 (Millions Persons)
Percent of GDP 2005 2009 Persons Persons
9,000 + - 3000
1. Share of Inver.ltory Investment 4 1 $.000 1 Social Security Programs (LHS) Total 33.2
2. Share of Public Investment 8.4 10.4 + 2500
3. Share of Private Investment 20.0 23.9-25.6 7,000 - Employer 0.9
7 6,000 4 - 2000 - Gov. ’
Total Financing Need for Gov. Employee 28
Domestic Investment 324 353-37.0 5,000 + 1500 | Private Employee 113
so00 ‘-_-___/'-‘- - Own Account
3,000 + + 1000 Worker
Gross Saving with CA =0% Gross Saving with CA =-3% Private Provident Funds (RHS) . .
2,000 + - Unpaid-family
+ 500
35.3-37.0 32.3-34.0 1,000 4 Workers
0 t t t 0
Must increase gross savings by at least 1.8-3.5% in the next 5 years 2543 2544 2545 2546 2547
from the present level of 30.5 percent of GDP 34 3
: ! ! & o o A a o o 1d A
1 Qs -~ a 1 1 - A v v o - a
N laasdnesnagfinguanidnglaias UsziangIanan 9 - HwaanginszgnaIagniwdin
Hlstogram of Household Savmgs by Income Quartile More than 75% of assets u:hThal'land arc<m thc form of deposits, much more than
ose in the US or Singapore
1 2
o
Mean allocation of liquid assets in Thailand, Mean allocation of liquid
1998-2001 assets in Singapore and
Percent us, 2001
= EE";“;:FCEE Insurance
Retirement Mutual [
funds Opportunities funds
S =4 exist to Retirement
3 3 4 Securtes consumers o
E ooy shift from cash Securities
to higher fee-
Cash/ 76 based
deposits investment Cash/
= products deposits
=1 1998 1999 2000
-10000 0 10000 2000010000 0 10000 20000
saving *2000 data . ) .
Graphs by 4 guantiles of incamehh Source: NSO SES 2004 Source: Central banks Sources: McKinsey Consulting
4
nansdnulasagy
Question 1 * Due to the decline in household savings
Why did the « This is not b/c of social security program nor aging pop.

IV. deueunziBaulaneg

gross saving
rate decline?

but due to consumption boom, esp. in durables.

* There were marked reduction of saving across all age
groups at the same time. There were also some
structural changes that lead to less precautionary savings.

* Some households would like to save more but cannot.

Question 2

Are we saving
enough?

* Our saving rate is high by international standards

* But judging from our own need, we might have to raise
the saving rate at least by 1.8-3.5 percent in the next 5
years for growth and stability reasons.

* The most worrisome problem is that low-income earners

are not saving enough.

a3

‘What should the government do?

47
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What are our priorities?

Percent
16

14.4.(1989)

Household Saving / GDP

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002

Reversing the Decline in Household Savings:

Syuazwiiaswiingidasasinesls? (3)
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