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 Delaying lending rate hike on concern of NPLs  
 

 TBA aims to delay raising the interest rate. 

 This is due to concern of NPLs… 

 …as 14% of loans in Covid-19 and soft loan programs. 

 Already baked in slow int hike and NIM contraction in 2023. 

 

Thai Bank Association (TBA) had press conference yesterday regarding its interest rate movement 
stance after the Monetary Policy committee (MPC) agreed to raise policy rate by 25bps to 0.75%. In a 
nutshell, TBA sees economic recovery as uneven. SME and household remain fragile so the banking 
association will not react immediately to the increase in policy rate. The delayed interest rate hike is 
mainly to support fragile borrowers estimated at 1.6m accounts with total loans outstanding (including 
soft loans) of Bt2.53tr or around 14% of total commercial bank loans as of August 2022.  

 TBA sees large corporate as the segment that can shoulder higher costs. SME and retail segments 

remain fragile. So, the interest rate hike won’t be across the board. In addition to gradual interest 

rise, banks are still exploiting BoT’s comprehensive debt restructuring program to avoid NPL cliff 

and ensure smooth transition of banking operation. 

 With our house’s view for an increase in policy rate to 1.5% and a resumption of full deposit levy 

(FIDF fee) to 0.46% from 0.23% in 2020-21, we believe rising lending rates are unavoidable.  

 We expect banks to increase prime rate going to next year but don’t expect the increasing 

magnitude to be large enough to offset rising funding costs from higher FIDF fees. This answers 

the question of why we expect NIM to contract by 4bps in 2023 before rising by 2bps in 2024. 

 So, TBA’s bearish tone on the banking rate movement does not incur any downsides to our 

earnings forecast.  

 Having largest exposures to corporate and overseas loans, BBL is well poised to benefit the most. 

Meanwhile, we see KBANK’s collaboration with JMT to allow it to manage NPLs and provisions 

and curb deterioration asset quality impact to bottom lines. 
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