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Monetary Policy amid Shifting Ground:
Navigating the Road Ahead
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Inflation-growth trade-off
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Note: Data from 2010 — 2022

Source: Ministry of Commerce, author’s calculations
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Contribution of shocks to inflation

Deviation from target (%YoY)
4
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B Demand Shocks

Other Shocks =—Headline Inflation

Note: The contribution of different types of shocks to inflation based on the
Integrated Policy Macroeconomic Model (IPMM), a semi-structural model
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Headline inflation variance decomposition
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Note: Global and country components extracted from a dynamic
factor model applied to inflation series in 18 countries (AEs: US CA UK
FR NL SE SW AU, Asia: JP KR TW PH TH SG, LATAM: BR MX PE CO).
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Note: Advanced Economies: US, EA, JP, CA, FR, IT, DE, UK, and others
Emerging Market: rest of the world

Source: IMF WEQO
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Inflation-growth trade-off
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Inflation-growth trade-off
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Short-term Medium-term
stabilization consequences

Intertemporal trade-off
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. Expansion
Monetary Policy

Financial Cycle

New Loans Asset Prices

Financial Cycle

Business Cycle
(Output Gap)

Debt Serviceability Indebtedness Search for Yield Contraction

Financial Stability Concerns 1993 1997 2001 2005 2009 2013 2017 2021

Note: The financial cycle and output gap based on the Integrated Policy
Macroeconomic Model (IPMM), a semi-structural model
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Monetary Policy * New Borrowing * GDP

Current Period

Future Period

Debt Burden # GDP
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Response of GDP growth to a unit
shock to new borrowing

GDP growth (%)
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Note: Response estimated using the Local Projection Model
Source: Thoopthong & Tapasanan (forthcoming) 12
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Distribution of GDP growth conditional on Financial Cycle
(one-year prior)
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Note: the distributions of GDP growth given various level of 1-year prior financial cycle is based on the Vine Copula model
Source: Thoopthong & Tapasanan (forthcoming)
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Higher indebtedness Increased financialization of the Thai economy

Outstanding debt (% GDP) %GDP
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Source: Bank of Thailand
Sources: Standard & Poor’s, IMF, World Bank
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Note: Calculations adopted from Chantarat, et. al. (2019)
Source: Thailand'’s National Credit Bureau (NCB)
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Inflation-growth trade-off

Short-term
stabilization
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Distributional impact
of monetary policy

Income inequality
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Cost of living

Medium-term

consequences

Intertemporal trade-off

Wealth transfer
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(Distributional impact of monetary policy)

Debt-to-income by household income

Uneven recovery of non-farm incomes

Real non-farm income, Index Q4-2019=100, sa Debt-to-Income (%), 2021
120 200
110 — \ , ,
/ N Service, excl. Tourism 160
Manufacturin
100 - = i T e T Z_T__ ______ g
Trade 120
90
80
80
70 Tourism-related 40
60 0
Q4- Q2- Q4- Q2- Q4- Q2- Bottom 20%  2nd Top 20%
19 20 20 21 21 22 quintile qumtlle qumtlle
Note: Real non-farm income includes overtime, adjusted by CPI Note: Average income in terms of baht/household/month
Source: National Statistical Office’s Labor Force Survey, Source: National Statistical Office’s Household Socio-Economic Survey,
calculations by Bank of Thailand calculations by Bank of Thailand
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Inflation-growth answamalangsnIw
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Guiding Principles
for a robust monetary policy framework

Holistic and integrated Medium-term Symmetric
approach orientation '
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® Structural changes
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Holistic and integrated * Non-linearity
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® Array of tools
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Integrated Policy Framework (IPF)

Monetary Policy

* onsinonideulouny

—mmm e _
UAASNISNIINISIIU

Large SMEs /
Corporations Households y  ulgurgdmnsanidasu

Policy Toolkits
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Macroprudential policy (MaPP)
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