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Source: Financial reports from various banks in Thailand
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w1nnd Wulumumnui] Bank lending channel

Impact of a One S.D. Increase in Policy Rate on
Loan Growth (In percentage points)

M Commercial banks B Non-commercial bank Fls

Full Sample

Least constrained
(High LDR & Low Liquidity) (Low LDR & High Liquidity)

Highly constrained

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

?One SD. = 2.6 percentage paint change of policy rate (cumulative change aver one year)
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Bank ownership
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Impact of a One S.D. Increase in Policy Rate on
Loan Growth (In percentage points)
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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 global liquidity, domestic demand, bank characteristics, and bank and time fixed effects.
?One 5.D. = 2.6 percentage point change of policy rate (cumulative change over one year).
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“External finance policy instruments”
Loan supply

Bank 1 premium”

Financially Funding
A 1 » G
Policy rate T

Bank 2
Ny BT
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“Policymakers will therefore need to internalize th e effects of financial

globalization and greater foreign bank presence on monetary policy n CIMB THAI
effectiveness and recalibrate interest rate decisio ~ ns accordingly” Bloi5ud Ina
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Financial Globalization — Harsher Policy Tradeoffs
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~ Financial & R\ - compromises control by national policy More difficult
' globalization g -imports financial shocks policy tradeoffs
“To this end, effective macroprudential policies woul d not only safeguard the stability of the
financial system as a whole, but also help maintain the conditions in which the monetary n CIMB THAI

policy could remain effective and primarily focused on price and output stability” Bloi1dui Ina
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Middle-income trap — Thai

, - economic potential growth
Unable to raise fertility, lowers to 2-3%

lowering the supply of labor
in the future amid rapid aging
society

Demography
trap

Liquidity trap — lowering rates

Delay in public investment, - - W_OUId A GBS d.rive
higher demand for business

political stability and consistency )
; , Confidence and household loans
of infrastructure projects could trap
lower confidence of private
investors
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