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 Another round of hearing in January 
 

 HP players are still not satisfied with the revised version 

 New settlement condition raises moral hazard concern 

 The 3rd hearing is expected in late January 2022 

 The final HP law could likely lift overhang concern 

 

 There remains concerns and disagreements to the Office of The Consumer Protection board 

(OCPB)’s revised version auto and motorcycle hire purchase loans regulations. OCPB has then 

decided to incorporate information from Credit Bureau in order to get better picture of HP operators’ 

cost structures.  

 According to news, The OCPB will review proposals of each related parties and the 3rd hearing is 

expected to be held in late January 2022 while the enactment of new regulations of auto and 

motorcycle hire purchase loans will be in May 2022. 

 As current market rates are lower than 10%, the proposed interest rate ceiling of 15% for new car 

HP loans are acceptable.  

 The issue is on motorcycle and used car HP loans as the proposed interest rate ceiling of 20% is 

too low to justify with risk costs related to this lending segment. 

 HP operators sees the interest cap of 28-33% is more justified and applicable to current market 

condition.  

 It is likely that OCPB will consider increasing motorcycle and used car HP loans ceilings. It may 

compromise half-way i.e. at 24%, similar to the titled loans’ ceiling rates.  

 If this is true, we view it as being positive to MTC and SAK as they have extended motorcycle HP 

loans at interest charge of 23-24% pa. This is while motorcycle HP operators i.e. S11, TK, NCAP 

and S Leasing whose charge higher interest rate as they have to pay commissions to dealers 

would have to find new lending ways to compensate lower interest charge.  

 As for the settlement condition, operators have proposed step-up loss sharing approach instead of 

flat 50% loss sharing in any case as suggested by OCPB.  

 We believe the finalization of HP loans’ new regulations will lift overhang concern on the finance 

sector. Judging from the respond of OCPB, we believe the final conditions are not going to be too 

harsh to undermine growth potential of HP lending. Being de-rated on regulatory risks and pricing 

competition, share price downsides look to be limited in our view. We maintain OW on valuation 

and continued strong loan growth. TIDLOR remains our top pick in the sector. 
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Ex 1: Interest Rate Ceilings 

OCPB's version HP operators' proposals

Not exceeding 15% pa —New car HP loans

Not exceeding 20% Not exceeding 28% pa
Used car and motorcycle HP 

loans

Interest rate ceiling of HP loans

Source: Prachachat 
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