‘ suMswivlsendlng
BANK OF THAILAND

Ulgu1gnI15H{Y NUANNINIEY
ANLASIESI9NIASUIATSLAaZNISHULan

17 NUYYU 2558

Y1 atuAlYANG
SUNATSLLUSEINdlne



sumsunviszndlne
BANK OF THAILAND

‘Usuningd’ Tun1an1seusznIelsema nasdngnniseulan

1) nMzmsRulandaunangsatilas dnmagaasluszuunisdulanagluszaugs

Global real interest rates
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Note: Average real short-term interest rates

Source: BIS, “Global Liquidity: Selected Indicators,” Feb 2015.
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2) Cross-border lending WuTuagnesInsaly Emerging markets

Total External Liabilities in EMs’ EM Asia: External liabilities in Foreign Currency’
(Outstanding international claims) (Percentage of GDP, weighted average)
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Note: ! External liabilities including debt securities, loans, deposits, vis-a-vis BIS reporting banks.
Source: BIS, Locational Banking Statistics, and authors’ calculation.
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Foreign Bank Share of Domestic Banking
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Source: Bankscope, and authors’ calculation.
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The Bank Lending Channel

“... the direct effects of monetary policy on interest rates are amplified by endogenous
changes in the external finance premium, which is the difference in cost between funds raised

externally and funds generated internally.” (Bernanke and Gertler, 1992).

Policy-induced variations in the external finance premium affect banks’ cost of funds

depending on the strength of their balance sheets and risk perception (Disyatat, 2010).
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Bank-level panel fixed-effects model

/ Real loan growth A POl'Cy rate Differential impact of monetary policy\
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Bank characteristics:




sumsuisUszndlne
BANK OF THAILAND

Yayanlylun1sAne

° Gi’iaga balance sheet 578U 2000-2013 (Sources: Bankscope & Orbis)
* asouagu 9 Ussmaluiaile (IND, IDN, KOR, MYS, PHL, TWN, THA, HKG, SGP)
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Bank Ownership

Dummy variables kU414 Global Ultimate Ownership: (1) Domestic private banks

(2) Foreign-majority-owned banks
(3) State-owned banks

Share of assets by ownership type in 2013
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Source: Bankscope, and authors’ calculation.
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Impact of a One S.D. Increase in Policy Rate on
Loan Growth (In percentage points)

M Commercial banks M Non-commercial bank Fls

Full Sample Highly constrained Least constrained
(High LDR & Low Liquidity) (Low LDR & High Liquidity)

'The results are based on fixed-effects panel regressions of banks’ real credit growth on changes in real policy rate,
controlling for global liquidity, domestic demand, bank characteristics, and bank and time fixed effects.
20One S.D. = 2.6 percentage point change of policy rate (cumulative change over one year).
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Impact of a One S.D. Increase in Policy Rate on
Loan Growth (In percentage points)

Bl Commercial banks

-------------
04 Yo

State-Owned  Domestic Private Foreign

' The results are based on fixed-effects panel regressions of banks’ real credit growth on changes in real policy rate,
controlling for global liquidity, domestic demand, bank characteristics, and bank and time fixed effects.
20One S.D. = 2.6 percentage point change of policy rate (cumulative change over one year).
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Foreign Banks
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The Role of Global Financial Conditions

Global financial conditions --> proxied by the Chicago Fed’s U.S Financial Conditions Index.

A higher index is associated with a tightening of financial condtitions.
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Impact of a One S.D. Increase in Global Financial Conditions
on Loan Growth (In percentage points)

B Commercial banks B Non-commercial bank Fls
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' The results are based on fixed-effects panel regressions of banks’ real credit growth on changes in real policy rate,
controlling for domestic monetary policy, domestic demand, bank characteristics, and bank and time fixed effects.
2 Global financial conditions are proxied by the Chicago Fed’s adjusted U.S Financial Conditions Index. One S.D = 6.2 percentage change.
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International Financial Spillover Channels

Transmission of the financial cycle

Policy responses to external developments

Foreign currency credit and debt instruments

The availability of cross-border finance

Source: Maurice Obstfeld (2014) and Jaime Caruana (2015).
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Cross-border non-deposit funding to total bank funding ratio?
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Note: ! The ratio of cross-border non-deposit liabilities of the banking sector vis-a-vis the BIS reporters to total funding of
the banking sector in each country.

Source: BIS Locational Banking Statistics; IMF International Financial Statistics, and authors’ calculation. 16
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Impact of Foreign Bank Presence on Monetary Policy Transmission to
Loan Growth (in percentage points)

M Base effect of monetary policy tightening on bank loans
Additional effect given a 10 pct increase in foreign presence

® Net effect

State-Owned Domestic Private Foreign

"The results are based on fixed-effects panel regressions of banks’ real credit growth on changes in real policy rate,
controlling for global liquidity, domestic demand, bank characteristics, and bank and time fixed effects.

20ne S.D. = 2.6 percentage point change of policy rate (cumulative change over one year).
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Domestic monetary policy on loan growth may
be offset or amplified by external influences
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The Case of Thailand
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Source: Bankscope, Bank of Thailand, and authors’ calculations 17
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Financial Globalization — Harsher Policy Tradeoffs

Interest rate independence Output variability

A

Exchange rate < Financial ™ >
stability “. integration .- Inflation variability
~ Policy response /

— Market linkages Financial instability

Shock spillovers

\ Financial - compromises control by national policy \ More difficult
globalization - imports financial shocks policy tradeoffs
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