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Message from the Chairman of the Bank of Thailand Board

In 2023, the Thai economy recovered from the COVID-19 pandemic in many aspects.
However, the recovery was not broad-based to all sectors. At the same time, the economy
faced challenges from volatile global economic and financial conditions, geopolitical
tension, environmental issues, and technological disruption. These were critical factors
for the Bank of Thailand (BOT) in carrying on its missions to ensure economic stability for
a sustainable recovery (Ensuring Resiliency) and cultivate the organizational readiness
to be future ready.

This year, the BOT continuously engaged in policy normalization. This included
gradually increasing the policy interest rate and adjusting financial measures toward
normal conditions after the relaxation during COVID-19 period, along with taking care of
vulnerable groups through comprehensive and sustainable household debt solutions.
In addition, the BOT prepared a new financial landscape for Thailand to align with
technological changes and environmental shifts, particularly by developing digital
financial infrastructure to create opportunities, innovations, and access to financial
services, coupled with enhancing financial fraud management.

The Bank of Thailand Board in collaboration with the three policy committees,
namely the Monetary Policy Committee, the Financial Institutions Policy Committee, and
the Payment Systems Committee, together with the Bank of Thailand Audit Committee, the
Risk Oversight Committee, and the Governance Committee, laid out the BOT's operational
direction. The direction has emphasized a proactive and agile approach, engaging with
all relevant parties to ensure palicy effectiveness and to build public trust in the BOT
missions. Furthermore, the concise risk oversight and promotion of good governance
together with enhancing the organization's capabilities are also emphasized for the BOT
in carrying on its missions in supporting the future growth of the Thai economy. In 2024,
the Bank of Thailand Board will continue to monitor and support the BOT's operations.

On behalf of the Bank of Thailand Board, | wish to thank all BOT Board members,
management, and staff for performing duties to the best of their ability amidst the
challenges throughout 2023. This led to BOT's efficient operations and smooth policy
coordination with government agencies, the private sector, institutions, and various
organizations, in pursuit of a stable economic and financial environment with sustainable
and inclusive development.

Gt Al

Mr. Porametee Vimolsiri
Chairman of the Bank of Thailand Board
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Message from the Governor of the Bank of Thailand

The global economic recovery in 2023 differed from
those prior to COVID-19 in several aspects, including
slower and uneven growth, more sudden changes,
and increased uncertainties. In this context, the key
to ensuring continuous and sustainable growth of
the Thai economy is to build strength and resiliency.
This requires three essential components: achieving
security and stability, possessing immunity, and
progressing in line with new global trends. This is
akin to the resiliency of a tilting doll that can both
withstand impacts, symbolizing changes, and flexible
enough to quickly lift itself up after being knocked
over.

The BOT, in its position to oversee the
country's economic and financial system, focused
on implementing policies that ensured the presence
of these three components. Regarding security
and stability, the BOT has adjusted its financial
and economic policies to be more integrated. This
involved gradually increasing the interest rate to
ensure continuous economic recovery, and to avoid
the trap of having low interest rates for a prolonged
period, while also considering the impact on
vulnerable groups at the same time. Therefore,
additional financial measures were still being
implemented to minimize the impact of policy
interest rate increases on vulnerable groups.

In terms of building immunity for society,
the BOT has promoted financial literacy and fraud
prevention among Thai people, as well as advanced
laws and measures in collaboration with various
organizations. For example, it implemented
measures to combat financial fraudulent activities and

promoted the Emergency Decree on Measures for the
Preventionand Suppressionof Technological Crime B.E.
2566 (2023) to deal with fraudsters and reduce financial
loss to citizens. In addition, the BOT promoted
financial literacy and knowledge on the usage of
financial technology among the public. Moreover, the
BOT raised the standard and coverage of financial
consumer protection by introducing responsible and
fair lending guidelines to ensure that people receive
suitable and fair services.

Regarding growing with the new global
trends, the BOT prioritized the continuous
development of the financial sector’s infrastructure.
It continued the process of advancing structural
development under the principle of 3 Opens: (1)
Open Infrastructure, developing infrastructure to
support economic growth through international
payment system connectivity, such as cross-border
QR payments; (2) Open Data, facilitating the
connection of user data with different service
providers, making financial services more accessible
to users and allowing providers to offer more suitable
services; (3) Open Competition, encouraging more
competition among service providers through the
creation of Virtual Banks, to benefit users with better,
more convenient, and comprehensive services.

The work that the BOT did in 2023 will
continue to expand into important projects that we
will see in the coming years. The BOT will continue
to raise work standards based on knowledge and
data, with transparent and verifiable policy-making
processes, and make policy decisions based on the
public interest and people’s well-being.

e

Mr. Sethaput Suthiwartnarueput

Governor of the Bank of Thailand
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BOT at a Glance

In 2023, the overall Thai economy was on the recovery
path, although growth was not yet widespread and being
slower than expected. The financial stability conditions
were favorable yet vulnerable from high household debt
level. Therefore, the BOT had gradually adjusted policies
and measures; from focusing on stimulating the economy
to overcome the crisis to maintaining financial stability
and implementing a long-term financial infrastructure. In
addition, targeted financial assistance measures were
accompanied to help the vulnerable groups, aiming to
support the Thai economic resiliency, flexibility, and

adaptability under the digital and environmental
sustainability trends. Throughout this process, the BOT
placed importance on listening to opinions from all
stakeholders, including deep and comprehensive data
analysis, and considering a well-rounded approach to
policy design and implementation, in order to maximize
overall benefits to the public.

In 2023, the BOT's operations helped drive the
economy, businesses, and way of lives of the Thai, which
can be illustrated in these statistics:

Thai Economy

People and
Businesses

O O O
7YY

Measures undertaken to solve
the existing debts. As of
December 2023, debtors under
the relief measures totaled

3 . 5 2 trillion baht,

million

The Monetary Policy Committee
(MPC) gradually raised the policy
interest rate by

0.25%
2.50%

The rationale was to shift from highly
accommodative interest rate
implemented during the COVID-19
pandemic to a more neutral level that
would foster resilient and sustainable

in a total of
5 adjustments,

bringing
the rate to

economic growth.

One-year extension of the Special
Loans and Transformation Loans,
from April 9, 2023 to expire on April 9,
2024. As of December 2023,

the measure
supported

65,864

SMEs businesses affected by
COVID-19 to gain continuous financial
support and have sufficient liquidity.

amounted to 6 o 3

and covered debtors of commercial
banks, SFls, and non-bank financial
service providers.

accounts,

Provide aid to non-performing
retail debts caused by the
COVID-19 through significant
debt restructuring measures. These
loans were mostly SFIs customers,
accounting for

/0%

As of December 2023, these non-
performing retail debts registered

2.5

2 O (y decrease compared
O to August 2022,

of the total number of
accounts of this debtor
group.

million accounts
at the SFls,

* Compared to the number of accounts at the SFis that become non-performing loans due to the impact of COVID-19 as of August 2022, published
on the Directional Paper titled “Sustainable Solutions to Thailand’'s Household Debt Problems”.

14 BANK OF THAILAND



Asset Warehousing Program:

a total of 5 O O
businesses

had received assistance under the
program, with the approved value of

74,1148

(the program was terminated
on April 9, 2023)

Consultation and complaint
handling in terms of the use of
financial services and frauds
in 2023

N

Maintaining areductioninthe minimum
credit card repayment rate of

5% w 10%

as well as extending the repayment
period of digital personal loan from 6
months to 1 year until the end of 2023.

Debt Exit Fastlane Program:
From the program'’s inception in
April 2020 until the end of 2023,
there were an accumulated total

" 287.052 v

(specifically 30,724 accountsin 2023)
or 739 of eligible debtors*.

Handled approximately

095 e
85%

of which were related to
financial services.

Gave advice to

10,235

customers in total.

fax)

O O
YN

Doctor Debt Program: From the
program'’s inception in January
2021, there were an accumulated

79,520
[} applicants

(specifically 2,364 applicants in
2023), with 7,523 as retail users
and ],997 as business owners.

Total Business

Owner

Retail User

Debt Clinic Program:
As of December 2023, more than

152,700 accouns

participated in the program, an

increase of 4 9 O/O i

from the end of 2022.

e-Payment Transaction as of December 2023

/1.2

million numbers in
2023,
an increase of

2 . 9 million

numbers from the
year 2022.

8] 54.5

——) million
transactions
per day,

equivalent to

[WASRS

billion baht per day.

At the end of
December 2023,
there were new
high record at

75 . 9 million

transactions per
day.

accumulated total

°* 756,000

transactions,
almost doubled from
the previous year, and
equivalent to
million

4 ’70 baht,

anincrease by 1 time
from the previous
year.

—= W PromptPay | The volume of PromptPay- Cross-border QR
ﬂ registration | transactions PayNow: Payment:
9 roseto averaged at _ There were an There were an

accumulated total

°f 720,000

transactions,
increasing almost
13 times from the
previous year, and
equivalent to

6 O O million

baht,
anincrease by 6 times
from the previous year.

** The number of eligible debtors is the number of all applicants, minus those who cannot be contacted, and do not meet various conditions, such
as account not found, repeated requests, or canceled requests.
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Overview of
Operations in 2023

/

Challenges of the Thai economy
under sustainable recovery.

/

In 2023, the overall Thai economy was on the recovery path,
although growth was not yet widespread and being slower than
expected. The overall economic and financial stability conditions
were favorable. Nonetheless, vulnerabilities remained from high
household debt level and risks arising from various uncertainties,
both domestically and internationally.

In this context, the BOT had gradually adjusted policies
and measures; from focusing on stimulating the economy
to overcome the crisis to maintaining financial stability and
implementing a long-term financial infrastructure. In addition,
targeted financial assistance measures were accompanied
to help the vulnerable groups, aiming to support the Thai
economic resiliency, flexibility, and adaptability under the digital
and environmental sustainability trends. Throughout this process,
the BOT placed importance on listening to opinions from all
stakeholders, including deep and comprehensive data analysis,
and considering a well-rounded approach to policy design and
implementation. The goal was to maximize overall benefits to
the community and to mitigate potential side effects on the
economy, the public, and the business sectors.

ANNUAL REPORT 2023
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Five key operations
of the BOT

In 2023, the BOT aimed to push forward five key areas of
work to ensure sustainable economic recovery and prepare
for new changes and upcoming risks in the future. The five
key areas of work were:

Adjusting policies to ensure a
“smooth takeoff" and avoid long-term risks.

The monetary policy and financial measures were normalized
toward neutral level, allowing the Thai economy to grow in line
with its long-term potential. Meanwhile, some financial measures
remained intact to support vulnerable groups that have not fully
recovered.

18
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Establishing the mechanism to sustainably
solve household debt problems.

The solutions were emphasized to be executedinaholistic manner;
covering the entire debt cycle and creating a mechanism
for financial institutions to continuously assist debtors. The
mechanism included the debt restructuring, both before and
after becoming non-performing loans, solving the persistent
debts, and protecting the rights of debtors to receive fairness
when using financial services.



O
N7,

Supporting the business sectors transition
towards environmental sustainability.

The BOT focused on laying the building blocks for financial
institutions to comprehensively incorporate environmental
issues into their business processes. This included encouraging
financialinstitutions to have sufficient “transition finance products”
to assist businesses in transitioning towards environmental
sustainability, starting with the pilot industries.

Establishing a digital financial
infrastructure.

It would empower the Thai financial sector by leveraging
technology and data in developing socially responsible
innovations and financial services to better serve customers’
needs. This had been carried out continuously from the previous
year under the principles of “Open Infrastructure, Open Data,
and Open Competition.”

Creating a conducive environment to enhance
employees to work at their full potential.

The BOT enhanced its human resource management systems,
data management, and technology systems, which would be
crucial foundations for driving missions and strategic plans
in the next phase. This allowed the organization to adapt and
efficiently serve both current and future challenges.

ANNUAL REPORT 2023 19



From the five key
operations to the lives
of Thai people

The five key operations driven throughout the year 2023
focused on creating benefits and enhancing flexibility and
resiliency for the Thai economy, Thai people, and related
sectors as follows:

1\ The Thai economy:

In 2023, the Thai economy was on the recovery path
although the growth was not widespread and slower
than expected, especially in the latter half of the year.
The main risk factors were the sluggish global economic
recovery and the reduction of public investment due to
delayed annual budget. In addition, there were signs that
the Thai economy has been facing increasingly severe
structural challenges. The inflation was at low level due
to special and temporary factors. The overall financial
system remained resilient. Comprehensively weighing
various factors into consideration, the appropriate
monetary policy, thus, was to gradually increase the policy
rate and maintain at a level consistent with economic and
financial outlooks. This was accompanied by targeted
financial measures to support vulnerable groups whose
income had not fully recovered. Example of such measures
included one-year extension of the Special Loan and
Transformation Loan to expire on April 9, 2024. The
measure would support businesses to have sufficient
liquidity and facilitate transition towards the new global
trend. Another example was the revision of the debtor
qualification criteria to increase access to the Debt Clinic
program.

The financial conditions tightened somewhat due
to the increased policy interest rate, but it did not pose
any hindrance to the overall economic recovery. The
increased policy interest rate was transmitted to the
lending rates for retail customers (Minimum Retail Rate:
MRR) at the lower portion compared to the lending rates
for large customers (Minimum Loan Rate: MLR)". Such
transmission helped alleviate the impact on vulnerable
debtors whose borrowings were mostly refer to MRR. The
loan growth contracted mainly due to business sector's
debt repayments for the measures during the COVID-19
period, which was a good sign. Moreover, the commercial
banks’ overall new loans registered higher value than the
pre COVID-19 period, reflecting that commercial banks
were still injecting liquidity into the economy.

' Commercial banks gradually increased the MRR around 50 percent of the increased policy rate. The transmission was less than

that of the MLR which was increased at approximately 70 percent.

20 BANK OF THAILAND



2\ Thai people:

Although the Thai economy was gradually recovering,
there were still vulnerabilities from the high level of
household debt, which was one of the structural problems
that the BOT consistently recognized and prioritized. The
BOT had developed a directional paper and guidelines
for solving household debt problems in a sustainable and
comprehensive manner, addressing the debt in the short,
medium, and long terms. The guidelines would align efforts
from both within the BOT and external authorities. The
efforts could be categorized into two groups as follows:

1. Measures undertaken to solve the existing
debts. Firstly, the BOT accelerated actions to solve debt
problems. As of December 2023, debtors under the relief
measures totaled 3.52 trillion baht, amounted to 6.37 million
accounts, and covered debtors of commercial banks,
Specialized Financial Institutions (SFls), and non-bank financial
service providers. The BOT had encouraged various
financial institutions to proactively contact customers
to offer suitable assistance according to each group’s
needs, focusing on pre-emptive debt relief. Secondly,
the SFis had gradually aided non-performing retail debts
through significant debt restructuring measures. These
non-performing retail loans caused by the COVID-19
were mostly SFls customers, accounting for 70 percent
of the total number of accounts of this debtor group. As
of December 2023, these non-performing retail debts
registered 2.58 million accounts at the SFls, a decrease of
20 percent compared to August 20222, Thirdly, the Debt
Clinic program adjusted eligibility criteria to allow better
access to the program. Any credit card loans and personal
loans with overdue payments exceeding 120 days could
instantly apply to the program. Additional debt repayment
plans were available for existing debtors in the program
who faced difficulties in repayment. As of December
2023, more than 152,700 accounts participated in the
Debt Clinic program, an increase of 49 percent from the
end of 2022. Furthermore, the BOT had played a part to
help debt resolution of important debtor groups, namely,
the civil servant teacher and student loan fund debtors.

2. Measures being prepared for enforcement.
The BOT had communicated the direction of new
measures to take care of household debt sustainably and
comprehensively. Moreover, public hearings were taken
on the draft guidelines to solve household debt problems
sustainably, namely the “responsible lending”. This
guideline shifted the paradigm from persuading financial
institutions to help debtors, to requiring financial institutions
to comply to the guideline-providing loans responsibly
and fairly, taking care of debtors with repayment
difficulties by offering debt restructuring, helping debtors
who are classified as persistent debt to end their debts,
and protecting debtor's rights. The guideline will be
enforced on the financial institutions and non-banks from
January 1, 2024 onwards, except for the part of persistent
debt which will start on April 1, 2024. Nonetheless, for
SFIs the approval from the Ministry of Finance must be
obtained before further enforcement.

In addition, the BOT had prepared guidelines
for managing systemic risks such as Debt Service Ratio
measure to curb new debts, reduce over-indebtedness,
and allow debtors to have sufficient residual income after
debt repayment. The timing of enforcement will need to be
considerably appropriate with the context of the economy.
Proactive communication will be done to allow public and
service providers sufficient time for preparations.

Furthermore, the BOT had been considering the
mechanism for additionally determining risk-based pricing
(RBP), with the goal to support loans access at proper
interest rates reflecting each borrower's risk profile.
Borrowers with risks higher than the legal ceiling rate
would have more opportunities to access formal credits
and reduce informal debt reliance. Whereas borrowers
with lower risk or good credit history would have chances
to enjoy better loan conditions. All these measures are
parts of the guidelines on managing the household debts.

2 Compared to the number of accounts at the SFls that become non-performing loans due to the impact of COVID-19 as of August
2022, published on the Directional Paper titled “Sustainable Solutions to "Sustainable Solutions to Thailand's Household Debt

Problems”.
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3\ Financial institutions:

The BOT had been driving the establishment of a new
financial landscape for Thailand, according to the principles,
key directions, and policy guidelines stated last year.
This was to enable the Thai financial sector to leverage
technology and data to develop user-centric financial
innovations and services comprehensively and fairly
with fair competition. Moreover, the financial sector
could foster business transition towards environmentally
sustainable practices in a timely manner.

Throughout 2023, the BOT took steps in this
direction with significant achievements including:

1. Digital Finance: The BOT continued to develop
responsible innovation in 2023, some of which had already
been put into actions. Examples included the connection
of cross-border payment systems, to facilitate seamless
transactions between countries, and the activation of the
PromptBiz system as a financial infrastructure, to support
end-to-end trading transactions and cross-banking digital
payments through five pilot commercial banks. The
expected benefits included increased efficiency, reduced
costs, and generated digital data for further utilization by
the business sector such as access to capital. Several
initiatives and policy directions had already been opened
for public comments and been actively pushed for
execution. Examples included the “Open Banking Data for
Consumer Empowerment”, which aimed to allow consumers
to utilize data according to their rights, and Virtual Bank
Licensing Framework.

In addition, the BOT developed the Central Bank
Digital Currency (CBDC) project, at both wholesale and
retail level. The wholesale CBDC aimed to facilitate
cross-border transfer payments between financial
institutions through the Multiple Central Bank Digital
Currency Bridge (mBridge) project. This would help
reduce the costs and time to complete the transactions.
Meanwhile, the BOT also initiated the development of
retail CBDC to use at individual level. The goal was to
explore potential use cases of adopting CBDC technology
to create new services that address limitations in the
current payment system. However, the BOT does not yet

22 BANK OF THAILAND

have a plan to issue the retail CBDC in the future. (details
in Box 5: The Progress of Central Bank Digital Currency
(CBDQ)).

2. Digital Financial Fraud: To maximize the
benefits and efficiency of developing and promoting digital
finance, it is crucial to instill confidence in its security for
the public. The increasing prevalence of financial fraud
and the continuous evolution of deceptive patterns posed
significant challenges to public trust in digital financial
services. The BOT had been aware of these issues and
was not complacent. Consequently, measures had been
implemented to safeguard the public and proactively
manage financial fraud threats arising from digital channels,
such as prohibiting financial institutions from sending all
types of links via SMS and email, strengthening identity
verification processes by using biometrics for high-value
fund transfers, and requiring a dedicated 24-hour
hotline for urgent assistance distinct from regular service
channels.

In addition, the BOT continued to support financial
literacy by focusing on financial fraud and participated in
developing the Central Fraud Registry (CFR) system in
collaboration with relevant agencies, including the Ministry
of Digital Economy and Society, the Royal Thai Police
Department, the Department of Special Investigation,
and the Anti-Money Laundering Office. The efforts aimed
to exchange account information that may be involved in
technological crimes. Since the end of August 2023, the
banking group had exchanged account information that
has been notified by victims according to the Emergency
Decree on Measures for the Prevention and Suppression
of Technological Crime B.E. 2566 (2023). In this regard, the
BOT would enhance anti-financial fraud measures to be
more holistic, collaborating with financial institutions and
related government agencies to tighten account opening
standards, as well as creating a cooperation mechanism
from all sectors to enhance the immunity against fraud
arising from outside the financial sector, and expanding
channels for the public to easily access fraud warning
information sources.



3. Sustainable Finance: Under the challenge
of global trends that prioritize environmental-friendly
economies, the BOT had actively encouraged the financial
sector to play an important role in assisting the Thai
business sector and economic system in transitioning
towards environmental sustainability with minimum
externalities. In 2023, the BOT placed significant
emphasis on establishing mechanisms and standards
for financial institutions to incorporate environmental
considerations thoroughly and comprehensively into
their business operations. These included (1) the
implementation of standard practices for the financial
sector, considering the environmental factors and climate
change in their framework for assessing environmental
opportunities and risks. This integration could take the
form of incorporating environmental considerations into
their day-to-day operations or offering environmentally
focused financial products and services concretely and
appropriately. (2) The establishment of the standards
for economic activities (Thailand Taxonomy) taking into
account the environmental issues, aiming to establish a
consistent benchmark that relevant sectors can utilize
as areference for accessing financial services and tools.
Phase 1 of Thailand’'s Taxonomy focused on the energy
and transportation sectors with the highest proportion of
greenhouse gas emissions. (3) The financial institutions
were encouraged to offer financial products that helped
support the business sector in transition, focusing on
pilot industries, specifically the sugarcane and sugar
sectors. Financial institutions had facilitated funding
through low-interest rate loans for the acquisition of
machinery related to efficient sugarcane harvesting, aimed
at mitigating PM2.5 pollution. Lastly, (4) enhancement
of the capacity building in sustainable finance. The industry
handbook has incorporated guidelines for developing
sustainable finance of the personnel. Additionally, the
Thai Bankers Association (TBA) had taken gradual steps
to organize training sessions, imparting knowledge to
relevant stakeholders.

Looking ahead, the BOT aims to drive the financial
institution sector towards offering a diverse range of
financial products that can effectively support businesses
in their transition toward environmental sustainability.

To ensure the effectiveness of the BOT in achieving
its mission and strategic plans, the BOT recognized the
importance of empowering our human resources. The vital
steps were taken such as creating an environment for both
human resource management systems workforce
planning, information systems, and technology systems
that allow employees to work at their full potential, along
with building skills necessary for future works. In addition,
the BOT had gradually adjusted the organizational
structure, emphasizing the centralization of work groups
with similar characteristics, aiming to enhance work
coordination and bolster its capacity to drive initiatives
effectively in the foreseeable future.

From a series of operations and measures that the
BOT had implemented in the past and throughout the year
2023-addressing five key challenges; the Thai economy
achieved a smooth takeoff recovery. Simultaneously, the
groundwork was laid for a seamless transition toward a
digital and sustainable economy. Additionally, measures
were implemented to address household debt issues
sustainably, fostering steady economic growth, stability,
and genuine resiliency for the Thai economy.
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CHAPTER

Ensuring Resiliency :
On the Path of
Sustainable Recovery

—

A Year in Review: what has
happened to the Thai economy
in 20237

The Thai economy expanded
at a slower pace than anticipated
with uneven recovery.

BOT policies and measures
for ensuring resiliency




AYEAR IN REVIEW:

WHAT HAS HAPPENED TO THE THAI ECONOMY IN 2023?

Although the Thai economy in 2023 faced plentiful challenges, it still recovered, albeit at a slower pace than expected.
The causes of these challenges, despite happening in 2023, might be formed years before, and some were deeply

rooted in the Thai economic structure.

A beginning filled with hope.

The Thai economy looked promising when China reopened
its border. On January 8, 2023, the Chinese government
ended the Zero-COVID policy, which was implemented for
3 years, and allowed its citizens to travel abroad. This
positively impacted the economies of ASEAN countries
including Thailand as we were major destinations for
Chinese tourists. Because of this good news, it was

predicted that the Thai economy in 2023 would expand
from the revenue generated by the returning tourism,
leading to the Thai baht appreciation at 32.57 THB/USD.
Although the inflation rate in Thailand remained higher
than the target range at the beginning of the year, it
gradually decreased following the decline of domestic
electricity and oil prices.

The US and Europe were troubled
by the banking sector.

In March, despite the declining concerns for global
recession, the United States of America and Europe
encountered problems in the banking sector due to the
risks which were accumulated during the prolonged low
interest rate environment and erupted when the policy
rates were spiked up to tackle the high inflation problem.

Silicon Valley Bank (SVB), a small bank in the US,
incurred losses from an investment in treasury bonds after
the rising of interest rate. This damaged the customer
trust and eventually triggered a bank run. On March 10, 2023,
the bank was closed and the Federal Deposit Insurance
Corporation announced that the deposits were protected
at all amount to prevent the contagion problems.
After less than 2 weeks, Credit Suisse which had long
suffered from its operating loss, faced another problem
as Saudi National Bank refused to inject more capital. The
risk of default and bankruptcy soared; hence, the Swiss
government came to an aid and arranged the acquisition
by Union Bank of Switzerland (UBS) on March 19, 2023.

The event had a limited impact on the Thai financial
system since there were only a few transactions related to
the aforementioned trouble banks. It should be noted that
the small banks in Thailand were regulated with the same
standard as large banks, such as capital adequacy and
liquidity requirements. In contrast with some countries,
only large banks were closely regulated.
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The Bank of Thailand (BOT) continued
to introduce various measures.

Commercial loans in the banking system during the first
quarter of 2023 contracted 0.3 percent YoY, with an
ongoing decline in SMEs loans since the end of 2022. The
contraction was partly due to the businesses’ gradual debt
repayment at the conclusion of the Soft Loan scheme and
the rising risks of vulnerable groups which affected the
access to new credit. Nonetheless, the overall growth
of new loans remained higher than the growth observed
prior to the COVID-19 pandemic.

Consequently, the BOT continued to provide aid
to businesses. On March 21, 2023, the BOT extended
the Special Loan Phase 2 and Transformation Loan for an
additional year, set to end on April 9, 2024, to support the
firms affected by COVID-19 and enhance their potential
to adapt to the new normal.

Scan to read more about the 1-year extension of the
liquidity support measures (in Thai)




During the same month, the BOT introduced measures to
combat financial fraudulent activities to address problems
which arose with the growth of digital transactions. On
March 17, 2023, the Emergency Decree on Measures for
the Prevention and Suppression of Technological Crime
B.E. 2666 (2023) was enacted, shielding consumers from
scams and mule accounts.

Scan to watch the press release about the BOT's
measures to combat financial fraudulent activities
(in Thai)

Inflation in Thailand declined mainly
from energy prices.

In 2023, headline inflation began to fall substantially in
May, dropping to 0.53 percent (from 2.67 percent in April).
This was due to a decline in global oil prices, a reduction
in domestic electricity prices resulting from government
subsidies, and the base effect from high energy prices
in the previous year. The government implemented
energy subsidy policies throughout 2023, both during
the remaining tenure of the caretaker government and
under the new administration that followed. Headline
inflation subsequently fell gradually, turning negative for
the first time in October 2023 at -0.3 percent. However, if
the effect from energy subsidies was excluded, headline
inflation would remain positive at 0.9 percent. Core
inflation, which reflected demand pressures, continued to
rise, averaging 1.27 percent in 2023. In the second half of
the year, headline inflation moved below the target range
of 1-3 percent due to supply-side factors, including energy
and raw food categories. In particular, pork prices declined
from larger supply and illegal pork imports.

The corporate bond market continued to
function normally despite some issuers
defaulting.

Mid-year, there were reports of corporate bond defaults
by some companies, especially non-investment grade
issuers with specific circumstances, such as financial
fraud and liquidity problems. This led to undersubscription
on corporate bond sales by some high-risk issuers, such
as those in non-investment grade category, because
investors became more cautious. Nonetheless, the
corporate bond market continued to function normally
and the overall refinancing activities to roll over existing
debts were not affected as most businesses could raise
more capital than required.

Severe drought driven by El Niio

The world entered the El Nifio climate pattern in mid-2023,
which caused droughts across Asia and Australia. As
El Nifio impeded some agricultural production, leading to
the rising produce prices; in response, certain countries
began to enact food security policies, e.g., India
announced the restriction on rice exports in July 2023.

To alleviate the impact of climate change, the
BOT in collaboration with other stakeholder organizations
drafted and published “Thailand Taxonomy Phase 17, a
reference tool classifying economic activities based on
their environmental objectives. It provided businesses
and financial institutions the clear standard for activities
in the energy and transportation sectors that reduced

environmental impacts and facilitated the transition to a
sustainable green economy.

Scan to read more about “Thailand Taxonomy™:
a reference tool classifying economic activities
based on their environmental objectives
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The global economy confronted high
inflation, pushing central banks around
the world to tighten their monetary policies.

Even though the inflation rates in many countries gradually
decreased after passing their peaks around mid-2022,
they remained elevated. This required central banks
around the world to continuously increase their policy
interest rates.

The Federal Reserve (Fed) continued to raise its
policy interest rate in 2023, with the last increase on July 26,
2023, to 5.25-5.50 percent per annum. It communicated
that it would maintain this level for some time (higher
for longer), different from investors’ expectations at the
beginning of the year that there would be a chance to
lower the interest rate this year. This has strengthened
the value of the US dollar, and the Thai baht depreciated
the most in October, at 37.24 baht per US dollar. The yield
on 10-year Thai government bonds reached a peak of 3.35
percent, from both the prospect of the Fed's monetary
policy and the slow growth of the Thai economy, together
with the domestic political uncertainty. Meanwhile, there
were capital outflows of approximately 9.9 billion US
dollars. However, Thailand's external stability remained
strong, which helped hold up investor confidence.

The European Central Bank (ECB) raised its interest
rate from -0.5 percent in 2022 to 4 percent on September
14, 2023, which was the last interest rate hike, to tackle
the high inflation problem as well.

The BOT launched Sustainable
Household Debt Solutions, while the
Monetary Policy Committee (MPC)
adjusted the policy interest rate toward
a neutral level.

The Thai economy has not achieved a broad-based
recovery. Some vulnerable groups, such as self-employed
workers whose income has not fully recovered, might
be impacted by higher financial costs. This was evident
from the declining quality of retail loans by low-income
households, including home and car loans. Moreover, the
ratio of household debt to GDP remained elevated. On
July 21, 2023, the BOT introduced additional regulatory
measures to address household debt problems sustainably
through the implementation of responsible lending criteria
which became effective from January 1, 2024 (Additional
information about responsible lending is available at
https://www.bot.or.th/en/news-and-media/news/news-
20230721.html).

Meanwhile, the gradual adjustment of monetary
policy toward a neutral level has been underway since
August 2022. The gradual and measured approach was
implemented until September 2023 when the MPC raised
the policy interest rate for the last time. The committee
clearly communicated that the interest rate was within
a range that was balanced with Thailand's economic
potential and financial stability (For more information, refer
to Box 1: Monetary policy normalization in 2023

Scan to watch the press conference on Sustainable
Household Debt Solutions (in Thai)

China's demand slowed down after reopening,
partly due to problems in the real estate sector.

Despite a promising start to the year, China's domestic
demand declined due to headwinds from problems in
the real estate sector, which experienced several debt
defaults. In August 2023, Country Garden, the largest real
estate company in China, failed to make interest payments
on two corporate bond issues on time. Meanwhile, the
second-largest real estate company, China Evergrande
Group, filed for bankruptcy protection in the US because
it could not repay a debt of 300 billion US dollars. This
impacted the economic recovery and aggregate demand
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in China, leading to less imports from other countries and
fewer Chinese tourists traveling abroad than expected
(For more details, refer to the article “Evergrande Crisis:
A Case Study for Thai Policymakers”, available in Thai).

Scan to read the article “Evergrande Crisis:
a Ccase Study for Thai Policymakers” (in Thai)




The delay in forming the new
government impacted the public
spending disbursement in 2024
fiscal year.

Thailand held a general election for members of the
House of Representatives on May 14, 2023, but the
formation of the government was delayed. The cabinet
took the oath of office on September 5, 2023. This delay
resulted in uncertainty about the new government's policy
and the 2024 budgetary process. The financial market
experienced volatility during the period when investors
were awaiting clarity on the new government’s policy.
This was especially troublesome for the project to hand
out 10,000 baht to each Thai citizen through a digital
wallet, and also for the 2024 budgetary process. Fiscal
disbursement was expected to be delayed by more than
6 months (expected disbursement starting in April 2024).
This delay resulted in a contraction of public investment
by 9.3 percent in the fourth quarter of 2023 (first quarter
of the fiscal year 2024), compared to the average for a
normal year. This reduced the economic growth in the last
quarter of 2023 by around 1.2 percent.

Geopolitical conflicts were spreading in
many regions of the world.

On October 7, 2023, Hamas militant group launched the
most violent attack on Israel in several decades, and
Israel counterattacked in the Gaza Strip, creating tension
and having a short-term impact on oil prices. However,
global energy prices did not surge strongly because the
OPEC group did not boycott oil exports to countries that
supported Israel.

The Russia-Ukraine conflict, which has continued
since 2022, showed no signs of ending, while the US and
Europe have escalated sanctions against Russia. The
US-China conflict remained tense and started to widen,
reflecting by the US’s trade restriction policy and the
joint restriction on the export of chips and technology
products from an increasing number of allied nations,
such as the US, Japan, and the Netherlands to China.
Meanwhile, China hastened its support for the domestic
semiconductor industry and set a target to produce 80
percent of domestic demand by 2030.

The year 2023 ended with more evident structural problems.

Although there was no COVID-19 outbreak in 2023, and
the early part of the year pointed to a smooth year for
the Thai economy, several structural problems gradually
became more evident as time passed toward the end
of the year, especially from various indicators. In 2023,
Thailand welcomed a total of 28.2 million foreign tourists,
partly due to the free visa policies for China, Kazakhstan,
India, and Taiwan. However, the number of Chinese tourists
was less than that previously hoped for at the start of
the year due to the slowing Chinese economy. The total
Chinese tourist arrival was only 3.5 million people, or 32
percent of the pre-COVID level, which was as high as 11
million people. In addition, foreign tourist receipts declined
due to the change in their spending behavior, with less
spending and shorter length of stay, which was a worldwide
phenomenon. This resulted in lower-than-expected
tourism receipts in the third and fourth quarters of 2023,
even though the number of tourists was as predicted.

Thailand's industrial production contracted in 2023
following weak exports due to cyclical and structural factors.

Cyclical headwinds included a high level of business
inventory, a slowly recovering Chinese economy, and
the electronics cycle, which has not recovered. Ongoing
structural factors also intensified and became more
apparent. Demands for Thailand's hard disk drive exports
were being replaced by solid state drives. Petrochemical
product exports to China were being challenged by
domestic import substitutes, which China can now
produce. China has also exported more products to
compete with Thai local manufacturers, such as steel
products and electric cars.

In 2023, the Thai economy still faced domestic
and external challenges. The BOT, with the main mission
of safeguarding Thailand's macro-financial stability, had
to carry out various policies cautiously, earnestly, and
persistently, focusing on forward-looking assessment,
to ensure that the Thai economy will be on the path of
sustainable recovery amid the rapidly changing and
volatile new world era.
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The BOT published the The Directional Paper Debt Clinic's condition The BOT announced
Consultation Paper on on Sustainable now covered debtors the measures to combat
Virtual Bank Licensing Solutions to Thailand's whose accounts were financial fraudulent
Framework. Household Debt classified as NPL activities.

Problems before February 1
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Debt Clinic revised Governors and executive management of the BOT The BOT released the
the applicants' and National Bank of Cambodia joined the launch revised Consultation
qualification. of cross-border QR payment (phase 2) allowing Paper on Virtual Bank
Thai tourists to pay for their purchases via the QR Licensing Framework.

payment at stores in Cambodia.

Cle
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Bank of Indonesia, Bank Negara Malaysia, and the The BOT Digital Finance  The BOT, Google Thailand,

BOT strengthened cooperation to promote the use  Conference 2023 was and TB-CERT

of local currencies in bilateral transactions. On the held to exhibit the collaboratively launched

same day, State Bank of Vietnam officially joined direction and the “#31Days31Tips”

the Regional Payment Connectivity initiative. advancement of financial campaign to promote the
innovation as well as Thais' digital literacy and

ideas and experiences online safety.
of its application from

local and international

experts.
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MARCH 21

The BOT extended
existing loan support
measures for
businesses.

JUNE 30

The BOT issued joint
press release on the
final publication of
Thailand Taxonomy
Phase 1.

THAILAND
TAXONOMY

OCTOBER 10

The Anti-Money
Laundering Office
(AMLO), the BOT, and
the Thai Bankers'
Association held a joint
press conference on
the identity verification
procedures during cash
deposits at automated
teller machines to
enhance security.

MARCH 23

The BOT joined BIS's
Project Nexus
partnering with central
banks in Indonesia,
Malaysia, Philippines,
and Singapore.

July

JULY 12

The BOT organized the
BOT Communication
Hackathon 2023
contest to listen about
communication strategy
from the public.

BOT

OMMUNICATION

OCTOBER 15

Representatives from
the Ministry of Finance
and the BOT signed an
MOU on hosting the
IMF-WBG Annual
Meetings in 2026.

WREN,,
S\ Eafie,
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Highlight Activities

MARCH 24

The BOT and the
representatives from
14 government
agencies signed an
MOU on developing
a database to resolve
Thai farmers' debt
problems.

JULY 13

The BOT announced
the progress on
measures to combat
financial fraudulent

activities.

November

NOVEMBER 30

The BOT issued a public
consultation on Open
Banking Data for
Consumer
Empowerment.

April
®

APRIL 27

The BOT received gold
donation for
contribution to the
currency reserve.

JULY 21

The BOT announced new
measures to sustainably
address household debt
problems and on July 26 the
BOT held a press conference
with the Thai Bankers'
Association and the
Government Financial
Institutions Association to
advance sustainable solutions
to household debt problems.

December

DECEMBER 4

The Hong Kong
Monetary Authority
and the BOT launched
the cross-border QR
payment service
between the two
countries to provide
travelers with a fast,
secure, and easily
accessible payment
service.
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The Thai economy expanded at a slower
pace than anticipated with uneven
recovery.

In 2023, the Thai economy continued to gradually recover after
being affected by the COVID-19in 2020 with an expansion rate of
1.9 percent, slowing down from the previous year's 2.5 percent.
The headline inflation was within the target range, being at 1.2
percent compared to the previous year's 6.1 percent.

Economic growth was mainly driven by private consumption
and activities in the service sector, with tourism playing a
significant role. Nevertheless, the pace of overall economic
recovery was sluggish, hindered by muted rebounds in certain
sectors such as manufacturing and exports. These sectors were
affected by a slowdown in the global economic growth, which
was partly due to ongoing geopolitical conflicts, the persistently
high inflation across the globe. Additionally, structural shifts in
the global demand let to a decline in Thailand's competitiveness,
further slowing the recovery.

1\ The global economy gradually improved with limited benefits to Thailand.

The global economy in 2023 gradually recovered, albeit
amidst several challenges and uncertainties. These
include (1) rapid increases in interest rate of major
economies to curb inflation, leading to a confidence
crisis in financial institutions in the US and Europe and
negatively impact real economic activities, (2) prolonged
sluggishness China’s real estate sector, and (3) geopolitical
conflicts, including tensions between China and the
US, the war between Russia and Ukraine, and conflicts
between Israel and Hamas.

In addition, the global economic recovery was
primarily driven by the service sector, resulting in a sluggish
worldwide industrial production and a high inventory level

in various business sectors. This led to a slowdown in
global trade volume, impacting both Thailand's export
and manufacturing sectors. Thailand's goods export and
manufacturing production in 2023 contracted by 1.7
percent and 3.2 percent, respectively. Certain Thai exports
categories were also affected by global economic
structural changes. For instance, demand for exported
petrochemical products sharply declined as China
became more self-reliant in producing these goods.
Additionally, hard disk drives (HDDs), one of Thailand's
major export products, are gradually being replaced by
solid state drives (SSDs), which offer more advanced
technology.
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2\ The Thai economy continued to recover driven by a
growth engine distinct from the past.

The Thai economic recovery continued to be driven by the service sector,
particularly tourism. This was reflected by the number of Thai tourists exceeded
the pre-pandemic (2019) level starting from March 2023. Concurrently, the
number of foreign tourists increased 2.5 folds from the previous year, reaching
28.2 million visitors, which translated into a recovery rate of 71 percent
compared to the pre-pandemic level. These developments helped improve
economic activities in the services and related sectors, including hotels and
restaurants.

However, the recovery of tourist arrivals varied across different
nationalities. Short-haul travelers, particularly from Malaysia and India,
displayed a strong recovery. In contrast, the recovery in Chinese tourists
was relatively slower, with a count of only 3.5 million visitors compared to
the pre-pandemic figure of 11.1 million. This was partly due to China’s policies
promoting domestic tourism.

Furthermore, the recovery rate of tourism revenue was slower
compared to the number of tourists. This was attributed to the larger share
of short-haul travelers to total travelers because they generally spent less
per trip than the overall average, and tourists were likely lower their spending
during trip compared to pre-COVID-19 pattern. Nevertheless, the overall
recovery in tourism supported job creation in the service industry, induced
income expansion, restored consumer confidence, and played a significant
role in bringing unemployment rates as well as labor employment back to
the pre-COVID-19 levels in the second half of the year. These developments
contributed to arobust 7.1 percent expansion in private consumption, primarily
driven by increased spending in the service sector.

3 \ The government implemented policies to promote
consumption and lower living cost.

Strong consumption growth was supported by a range of government
measures. These included subsidies for low-income individuals via the state
welfare card, continued subsidies on electricity and fuel prices since the
pbeginning of the year, as well as several other measures aimed at stimulating
consumption. For instance, the “Shop Dee Mee Kuen” campaign was launched
early in the year, followed by “We Travel Together” campaign, together with
additional subsidy programs towards the end of the year on fuel prices and
a fare cap of 20 baht for certain electric train routes, specifically the red and
some parts of the purple lines.

Nevertheless, the election that took place in 2023 resulted in a
postponed formation of the new government. This delay consequently impacted
the revision of the fiscal year 2024 budget. As a result, fiscal spending,
particularly public investment, was affected in the last quarter of 2023.



4\ The overall financial stability remained intact with some

(D—
” vulnerable groups warranted a close monitoring.
—

Headline inflation fell back to the target range from 6.1 percent in 2022 to
1.2 percent in 2023. The disinflation was partly due to lower global oil prices,
government subsidies on living costs, and lower food prices, especially pork,
following an increase in supply. Regarding the exchange rate, the Thai baht
experienced increased volatility, mainly due to changes in the expectation
of the US monetary policy stance and certain domestic factors, which
intermittently influenced the exchange rate. On average, the baht stood at
34.81 baht per US dollar, gaining strength compared to the previous year.
Thailand's net international reserves reached 255 billion US dollar by the
end of 2023, exceeding short-term external debt by 2.3 times®. The current
account became a surplus, registering at 6.6 billion US dollar thanks to an
improvement in the services, income and transfers primarily from increased
tourism revenue.

The financial sector remained robust as reflected by a high BIS
capital ratio within the banking system of 20.1 percent and a low non-
performing loan (NPL) ratio of 2.7 percent. However, debt serviceability in
certain groups remained precarious, particularly low-income households
and SMEs, which could be affected by higher costs of finance. Also, certain
businesses may experience debt rollover risks due to their own specific
factors, which required a close monitoring.

ilsels
[EVALIEA

The Monetary Policy Forum is held quarterly by the BOT, with the BOT's executives participating in order to communicate
economic issues to analysts and the press.

3Data on the ratio of international reserve to short-term debt was as of the third quarter of 2023

ANNUAL REPORT 2023 35



Al

BOT policies and measures
for ensuring resiliency

In MPC meetings, MPC members discuss the economic situations, trends, forecasts, and the likelihood effects of policy decisions.

In 2023, the Thai economy continued its recovery path,
albeit with unevenness and slower growth than expected.
The inflation rate subsided. The financial stability
was sound but there remained some vulnerabilities,
particularly elevated household debt and exposure to
uncertainties both domestically and globally. Considering
these challenges, the BOT implemented policies and
measures which aimed at ensuring resiliency. These
efforts focused on three key policy areas: (1) monetary
policy normalization (2) comprehensive and sustainable
debt solutions and (3) Thai financial landscape
development to cope with global megatrends, such as
digital advancements and environmental sustainability.
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1\ Monetary policy normalization

Throughout 2023, the Monetary Policy Committee (MPC)
gradually raised the policy interest rate by 0.25 percentage
points in each meeting, culminating in a total of five
adjustments. This brought the rate to 250 percent, up
from 1.25 percent at the beginning of the year, aligning
with the ongoing economic recovery. The rationale behind
these adjustments was to shift from highly accommodative
interest rate implemented during the COVID-19 pandemic
to a more neutral level that would foster resilient and
sustainable economic growth.



1\ Align monetary policy with the future economic outlook

In 2023, the Thai economy continued its recovery path,
albeit with unevenness and slower growth than expected.
The inflation rate subsided. The financial stability was
sound but there remained some vulnerabilities, particularly
elevated household debt and exposure to uncertainties
both domestically and globally. Considering these
challenges, the BOT implemented policies and measures

which aimed at ensuring resiliency. These efforts focused
on three key policy areas: (1) monetary policy normalization
(2) comprehensive and sustainable debt solutions and
(3) Thai financial landscape development to cope with
global megatrends, such as digital advancements and
environmental sustainability.

2\ Normalize the monetary policy towards the neutral stance to maintain long-term stability

The MPC gradually adjusted the policy interest rate to
align with economic recovery and long-term financial
stability. Persistently low interest rates could have
unintended consequences for the stability of the financial
system. For instance, the low interest rate urges investors
to take excessive risks in pursuit of higher returns, thus
underpricing risk.

The MPC always considers the situation and
context of the Thai economy as a primary factor in its
decision-making. Unlike central banks in advanced
economies, which have raised the policy interest rate
beyond the neutral stance to tackle high inflation, the
BOT has instead gradually adjusted the policy interest
rate towards a neutral stance consistent with sustainable
economic growth and long-term stability.

3\ Build up economic resiliency to cope with future risks

Amid the backdrop of ongoing economic recovery, there is
an opportunity for monetary policy to build up policy space
by increasing the policy interest rate in readiness for future
shocks. Such preparation contributes to economic resiliency.
In recent years, the Thai economy has faced challenges
in accumulating policy space due to various crises
and persistent risks. These factors have necessitated
accommodative monetary policy, especially during the
COVID-19 pandemic, which saw the policy interest rate
reduced to an unprecedented level of 0.50 percent.

However, the MPC recognizes that rising policy
interest rate could impact the balance sheets of
vulnerable households and businesses, especially

households with high level of debt. Therefore, the MPC has
adopted a gradual and measured approach to adjusting
policy interest rate, carefully assessing the multifaceted
impacts in each policy meeting. Furthermore, the MPC
supports the continuation of sustainable debt resolutions
and debt restructuring measures for vulnerable groups,
particularly responsible lending measures. These
targeted measures are more effective and have less
unintended conseqguences compared to policy interest
rate, which is a blunt policy tool.
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BOX1

in 2023

Monetary policy normalization

In 2023, monetary policy was heading towards
normalization with three key principles: (1) Outlook
dependent approach (2) Comprehensive and flexible
policy framework (3) The intertemporal trade-off between

short-term and long-term outcomes.

\ Monetary policy principles
1. Outlook Dependent Approach

Monetary policy formulation requires clear and
comprehensive assessment of economic outlook, based
on recent data, future trends, and balance of risks, given
its 4 to 8 quarter lag time for full effect on the economy.
Relying solely on recent data can be misleading, as it may
be influenced by temporary shocks or unusual factors.
For example, negative inflation observed at the end of
2023 was primarily due to government subsidy measures
rather than weakened demand, and inflation was expected
to eventually rise and become positive. Responding to
fluctuating recent data by adjusting the policy interest
rates would introduce destabilizing factors into the volatile
situation and deteriorate the economic stability.

In addition to GDP and inflation, which are
fundamental for economic evaluation, the BOT collects
and analyzes a wide range of macro- and micro-economic
indicators. These include employment figures, industrial
production, merchandise exports, number of tourists, as
well as qualitative data such as industry outlooks and
sectoral insights from the Business Liaison Program (BLP).
Utilizing all information from various angles broadens the
scope of analysis and provides a clearer picture of the
economic outlook.
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2. Comprehensive and Flexible Policy
Framework

The BOT adopts a flexible inflation targeting framework
as its monetary policy framework. This framework has
three objectives: (1) maintaining the headline inflation rate
between 1-3 percent in the medium term (2) supporting
sustainable economic growth in line with the long-term
potential, and (3) preserving financial stability. Each
monetary policy decision must carefully balance these
three objectives, while remaining flexible and responsive
to the evolving situation and outlook.

3. The intertemporal trade-off between
short- and long-term outcomes

The Thai economy faced a tremendous challenge
during the COVID-19 pandemic from 2019 to 2022.
Accommodative monetary policy implemented during
this period, characterized by low interest rates, boosted
economic activities, and drove the economy forwards.
However, prolonged maintenance of low interest rates
poses long-term fragilities. These include debt overhang,
suboptimal investments projects, and underpricing of risks
behavior, all of which can ultimately damage economic
growth. Therefore, the MPC seeks to strike a balance
between short-term benefits and long-term consequences
carefully to achieve macro-financial stability.



\ Monetary policy decisions in 2023

Throughout 2023, the MPC continued its gradual
increase of the policy rate from the previous year by 0.25
percentage points in each meeting, totaling five
adjustments and bringing the policy rate from 1.25 percent
to 2,50 percent. This aligned with the economic recovery

trend driven by private consumption and tourism sector.
Inflation remained low due to a high base in the previous
year and government measures that reduced the cost of
living and energy prices.
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Gradually increasing the policy rate following an
extraordinary accommodative stance during the
COVID-19 pandemic signified a normalization of monetary
policy towards a neutral interest rate, consistent with
sustainable economic growth in the long run. This
transition would yield three outcomes: (1) balancing
investment, saving, and consumption to maintain price
stability and purchasing power (2) creating adequate
policy space to cope with future shocks, and (3) reducing
the accumulation of vulnerabilities in the financial system,
thus preserving financial stability.

Nevertheless, the MPC recognizes that vulnerable
groups, especially small businesses and high-debt
households, are more susceptible to interest rate increases.
The MPC thus supports sustainable debt solutions,
particularly measures requiring financial institutions to
provide targeted debt restructuring. These targeted
measures are deemed more effective and have less cost
to macro-financial stability compared to policy interest
rate, which is considered a blunt policy tool.

\ Monetary policy outlook

Looking ahead, the MPC anticipates continued expansion
in the Thai economy and expects inflation to stay within
the target range. The MPC will consider growth and
inflation outlook as well as associated risks in deliberating

monetary policy, while remaining ready to make necessary
adjustments should the situation or outlook deviates from
the current assessment.
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2\ Sustainable and comprehensive debt resolution

The BOT continued to issue measures to resolve existing
debt problems and offer new funding to assist all types
of debtors, including retail entrepreneurs, SMEs, and
corporates. The measures were designed to be in line
with circumstances in each period of time. In the initial
stages where the economy was harshly affected by the
COVID-19 pandemic, the BOT focused on measures that
had widespread impacts in the short run to tackle severe
circumstances and to solve immediate problems.
Nevertheless, in the later periods, the adverse effect
of the crisis tended to be prolonged, and the economy
witnessed uneven recovery (K-shaped). The BOT therefore
issued measures targeted on specific groups of debtors
in order to ensure that the financial system adequately
allocated resources to assist the severely affected
debtors.

IN2023, the BOT gradually amended the measures
towards normal conditions (policy normalization) in line
with the recovering economic trend. However, a number

1]

1

As for the Asset Warehousing program which allowed
business operators to transfer collateral assets to repay
their debts and have the right to repurchase within a
specified period, the program was ended on April 9,
2023, due to the economic recovery. The remaining credit
line of 25,886 million baht was transferred to be utilized
under the rehabilitation measures* which focused on credit

of measures were still implemented to lessen financial
burden on debtors in economic sectors which has yet
fully recovered. Examples were the long-term debt
restructuring measure which supported sustainable debt
restructuring for business operators and retail customers,
maintaining a reduction in the minimum credit card
repayment rate of 5 percent from 10 percent, as well as
extending the repayment period of digital personal loan
from 6 months to 1 year until the end of 2023.

Furthermore, the BOT provided supplementary
channels for debtors who were struggling with debt
repayment ; namely Debt Exit Fastlane which is an online
platform for debtors to submit their requests for assistance
when they are unable to keep up the installment payment,
Doctor Debt which is a comprehensive debt counselling
channel for individuals and SMEs, and Debt Clinic which
is a debt restructuring program for non-performing credit
cards, cash cards and unsecured personal loans.

During the COVID-19, there were only few customers. So, earnings were

not enough to pay for a mortgage and car hire purchase. At that time, | hoped
there would be a debt assistance program to help me out. Finally, my prayers
came true as banks contacted me. | was granted debt moratorium for

3 months. | also had my debt restructured, then my installment was lowered,
and the repayment period was extended. My business now survives, gets
better, and can continue to operate.

Uncle Tuck - street coffee vendor

granting to increase liquidity and support business
recovery in the early stages. Afterwards, the BOT amended
the conditions of the measures to help facilitate business
adaption to the post COVID-19 situation (Transformation
Loan) and extended the measure for another year to
April 9, 2024

4 The initial credit line of 250,000 million baht for the rehabilitation measures (Special Loan) has already been used up.
The remaining amount was transferred from the Asset Warehousing program.
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For the year 2024, the BOT will continue to progressively
adjust the measures towards normal conditions. The
minimum credit card debt repayment rate is increasing to
8 percent in 2024 and returning to the normal rate of 10
percent in 2025. In this regard, the BOT sees that as the
economy is on a recovering trend, the further extension of
the reduction in the minimum credit card debt repayment
rate will have an adverse effect on the debtors. This is
because it will take debtors longer to pay off debts, hence
larger amount of interest burden.

However, it is possible that a number of debtors
may not be able to cover the increased minimum credit
card debt repayment rate. In that case, there are alternative
solutions which are more targeted on such debtors. For
example, financial institutions would offer a conversion of

/)

since then.
7]

We, the entrepreneurs, discuss with the BOT both formally and informally.
We also participated in activities and exchanges of opinions outside the
meeting rooms. All these are to regularly reflect the entrepreneurs’
A challenges we learn about from the members of the tourism council so that
the financial sector has an insight of the actual business circumstances.
An example is that there is limitation in practice regarding credit granting by
the commercial banks with measures to assist the private sector. We would
also like to inform the BOT about an assistance we are seeking; for instance,
access to funding and Asset Warehousing scheme.

Mr. Sompol Chevawattanapong,
the President of Tourism Council of Songkhla province

credit card debt to term loan by extending the repayment
period and, in some cases, lowering interest rates as
well as recalculating the installments to be in line with
the debtors’ repayment affordability, which will help
accelerate the payoff.

Additionally, the BOT is issuing new measures
in order to be more targeted and sustainable in dealing
with household debts. In this regard, the standard of the
credit granting process will be enhanced according to
the regulation on responsible lending which will come
into effect from January 1, 2024, onwards. The regulation
requires creditors to offer debt restructuring solutions to
debtors in distress, to help find solutions for persistent
debt to be fully repaid, and to provide debtors with fairer
protection.

The sales after COVID-19 are still not so good. However, | have adapted myself
by seeking additional earnings from other sources because | have to pay for
a mortgage and car hire purchase. | was fortunate that, during COVID-19,
banks granted me debt moratorium and later restructured my debt by lowering
my installment and extending the repayment period. | am very grateful for this
kind of scheme. The assistance | have received so far is tremendous. From
now on, it will be my own duty to manage monthly earnings and expenses like
utility bills appropriately. Someone told me that we should record earnings
and expenses in a household account every month, and | always do that

Ms. Wan, a lottery seller
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Responsible lending

The essence of the regulation on responsible lending is
as follows:

\ Continuing to assist debtors through debt restructuring:
debtors will be offered debt restructuring solutions which
are appropriate to their ability to pay. Creditors shall offer,
at least once each, a product program for debtors starting
to face repayment difficulties but not yet classified
as non-perforing loans (NPL); and when debtors already
classified as NPL, especially before taking legal actions,
selling-off debts, terminating contracts, or seizing
properties.

\ Assisting persistent debtors among the vulnerable
groups to pay off their debts within 5 years: (persistent
debtor is defined as low-income debtors with revolving
personal loans under the BOT's supervision that are not
yet classified as NPL and have proportionately higher
interest payment than principal payment over the past
5 years) the qualified debtors will be offered an interest
rate not exceeding 15 percent per annum. This shall come
into effect from April 1, 2024 to allow time for service
providers to adapt their operating system.

\ Fairer debtor protection: Actions will be taken to ensure
that debtors are charged with fairer interest rates and
fees; for instance, no prepayment fees shall be applied

for personal loans, no interest rates shall be charged on
interest charges for all types of retail credits. Moreover,
debtors shall receive important information that are
accurate, comprehensive, as well as comparable; and
be equipped with sound financial discipline through
information provided by service providers to nudge
debtors’ behavior throughout a debt journey.

In the meantime, the BOT is considering additional
household debt measures. The first measure is to establish
a mechanism to set interest rates in accordance with
debtors’ risk profile (risk-based pricing: RBP). The RBP
is aimed at increasing an opportunity for debtors whose
risks are higher than the current interest rate ceiling to
access the formal credit services, while the low-risk
debtors or those with good credit history will likely be
charged at the rates lower than the current interest rate
ceiling. This will also help promote sound credit culture.
The second measure is to set the debt service ratio (DSR)
to enable creditors to grant credits that are in line with
debtors’ ability to pay and prevent over-indebtedness.
Prior to implementing the DSR measure, the BOT will assess
the prevailing economic conditions and communicate with
the public and financial service providers in advance so
that both stakeholders have time for adaption.

Miss Suwannee Jatsadasak, Assistant Governor of the Supervision Group, was talking to the media
on issues of household debts and progress in formulating sustainable household debt solutions.
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“Debt will finally end one day”

True stories of debtors who pay off debts —
correct mistakes - move on to a sustainable
restart.

Amidst the worrying circumstance that Thailand's household
debt level remains high, the BOT has realized and been
concerned about the Thai people’s financial difficulties.
The comprehensive debt assistance policies are therefore
implemented continuously through various projects and
measures. Examples include “Doctor Debt” program
providing debtors with personal debt counseling services,
‘Debt Exit Fastlane” program functioning as a supplementary
channel that allows debtors to submit requests for debt
assistance to their creditors via the BOT, and “Debt Clinic”
program offering a debt restructuring program for non-
performing credit cards and unsecured personal loans with
more relaxed terms and conditions.

P e
s = AL

Having worked closely with debtors struggling
with debt repayment, the BOT has learned more about
solving debt problems in practice. The BOT has also gained
comprehensive insight from various debtors’ true stories,
which will help the BOT enhance policies and measures
and better understand the Thai people’s living.

Most importantly, a debtor's success story in
getting out of debt traps will encourage and inspire other
debtors who are attempting to solve their debt problems.

vazBoaduay [ §
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The BOT Doctor Debt was continuously providing personal debt counselling services to debtors in all regions.
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"Doctor Debt", a personal debt
counselling service for debtors who are
finding a way out of debt traps

\

Detail of the case:

Getting stuck because of COVID-19 and a family member’s
illness. a senior citizen had run a clock repair and a
key-making shop for 11 years. His business went well
and therefore he could regularly repay his credit card
which he used for buying tools and parts for his job.
Unfortunately, sales plummeted during COVID-19. As he
was not good at using online channels, it was hard to find
customers for extra earnings. Meanwhile, a family member
was diagnosed with cancer. Thus, decreasing expenses
was also not a viable option for him. Finally, he decided
to withdraw cash from personal loan cards to pay for the
credit card debt. The situation went on and resulted in
debt piling up, the ability to pay declining to only at the
minimum repayment rate, and almost unable to pay. At
that time, he had no idea about what he should do to
solve his problems.

Turning point: meeting “Doctor Debt” the debtor happened
to see an advertisement about the Doctor Debt program,
he therefore registered for a counseling session. After
informing about the situation he was facing, the BOT Doctor
Debt advised him to negotiate with his financial institution
creditors and make a request to participate in the creditors’
debt restructuring programs. The BOT Doctor Debt also
emphasized that the debtor himself needed to consider
thoroughly his actual ability to pay; for example, he may
ask his creditor to extend his repayment period to 5 years
S0 as to decrease his monthly debt payment. At present,
the creditors have agreed to extend the repayment period.
Thus, he becomes less worried about the prevailing debt
burden and can keep a good relationship with the financial
institutions.

Detail of the debts:

5 credit cards and cash cards, representing a total debt of
300,000 baht. The debtor could only pay at the minimum
repayment rate and anticipated that he was about to be
unable to pay and would become NPLs shortly.
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“Debt Clinic”, a debt relief program to assist
credit card and personal loan debtors with
a debt default status of more than 120 days
to keep going.

\

Detail of the case:

Overspending and lack of repayment discipline: a head
of one family had overwhelming credit card and cash card
debts. He spent the money on luxuries and daily necessities,
hence a large amount of expenses each month. The situation
deteriorated to the point that he was unable to afford
the minimum payment on a credit card and the financial
institution creditors started the collection process. He was
thinking about taking his own life as he was so stressed
and could not see the way out of his debt trap.

Turning point: entering the debt restructuring program
provided by “Debt Clinic”. The debtor consulted Sukhumvit
Asset Management Company (SAM) and found that SAM
offered a better option to solve his debt problem. That
is, the interest rate dropped sharply to 5 percent from
previously higher than 20 percent with monthly installments
up to 10 years. When considering his ability to pay, he
concluded that he was able to repay 4,500 baht per month.
It would take him less than 10 years to pay off debt and could
continue to take care of his family. His debt outstanding
is now only 180,000 baht. Moreover, he is determined to
be disciplined to pay off his debt in 5 years.

Detail of the debts:

credit cards and cash cards with a total debt outstanding
of 300,000 baht. People around the debtor told him to
renege on his debts and await being sued by creditors. He
considered himself fortunate for not taking such advice.

Debtors' lessons learned

\ Financial knowledge and discipline are the mustsl!

\ Differentiate “need” and “want” to cut expenses,
and hence lower chances to get into debt.

\ Repay debt as it is the debtors’ responsibility for
themselves and society.

\ Seeking the reliable and impartial sources of advice
will lead to appropriate solutions.
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The BOT Doctor Debt was continuously providing personal debt counselling services to debtors in all regions.
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3 \ Repositioning Thailand's financial

landscape for a sustainable digital economy

In February 2022, the BOT issued a public consultation
on “Repositioning Thailand's Financial Sector for a
Sustainable Digital Economy” to lay out the BOT's
underlying principles and policy directions in the new
financial landscape. The BOT continuously advanced
policies on digital finance and environmental sustainability to
ensure the financial sector is prepared to face significant
challenges ahead and able to support the economic
transition with minimal impact.

In terms of digital finance, the BOT focused on
enabling the financial sector to use technology and data
to develop responsible innovations and financial services
that served consumer needs under three key principles:
(1) Open Competition: Encouraging competition among
existing and new players. (2) Open Infrastructure:
Allowing different service providers to access financial
infrastructure at reasonable and fair costs. (3) Open Data:
Enabling better utilization of data.

The BOT, in collaboration with relevant agencies,
has made significant advancements in digital financial
infrastructure and innovations. For instance, cross-border
payment connectivity was established with Japan,
Cambodia, Vietnam, Malaysia, Indonesia, Singapore,
and most recently, Hong Kong. These efforts aimed to
support trade and tourism between Thailand and these
countries. Moreover, the PromptBiz system was launched
to facilitate digital trade payment and supply chain finance
services for businesses. The BOT was also in the process
of promoting the establishment of Virtual Banks that will
primarily offer services through digital channels, providing
new financial services that better meet the specific needs
of consumers, especially the underserved segment where
individuals and SMEs did not receive services suitable for
their needs. More importantly, the introduction of Virtual
Banks will encourage healthy competition within the Thai
financial institution system without compromising financial
stability or harming the interests of depositors or the
customers at large.

Furthermore, the BOT had gradually reviewed and
updated supervisory frameworks to be flexible and risk
proportionate, avoiding hindrance to the development
of innovation and adaptation by financial institutions in
the new landscape. Moving forward, the BOT will drive
a mechanism that allows customers to exercise their
rights to request or transfer their data between service
providers or agencies (Open Banking Data for Consumer
Empowerment), enabling convenient and secure service
applications with other providers. The mechanism will
enable service providers to access and utilize data stored
at various sources, leveraging key digital infrastructure
to develop innovations. Service providers can also
experiment with new technologies which facilitate
improvements in financial services.

For environmental sustainability, the BOT
recognized the need for the Thai economy to adjust
in terms of both mitigation (reducing greenhouse gas
emissions and pollution) and adaption to the impacts of
climate change and other environmental factors. The BOT
established policy guidelines for environmental
sustainability development within the new financial
landscape in Thailand. These guidelines aim to achieve
two key outcomes for the financial sector: (1) ability
to assess environmental impacts, including risks
and opportunities, and systematically incorporate
environmental issues into business operations, and (2)
availability of financial products and services that support
businesses’ adaption and transition toward environmental
sustainability appropriately applicable to Thailand's
context. Environmental sustainability development could
be mobilized through five essential building blocks.®

Significant progress in developing these building
blocks in 2023 included setting policy directions to
encourage financial institutions to take environmental
and climate change into consideration when conducting
business (standard practice) and defining the standards
for categorizing environmental-friendly economic activities
for Thailand's energy and transportation sectors

5 Five essential building blocks consist of 1) Adjustment of financial institutions’ business processes to provide products and services that meet
the needs of the business sector, 2) Common standards for grouping environmental activities (taxonomy), 3) A centrally accessible and systematic
database and common disclosure standards for financial institutions (data and disclosure), 4) Appropriate incentive structures to support and promote
environmentally related activities in the financial sector (incentive), 5) Knowledge and skills of personnel in the financial sector (capacity building) that
are designed to align with the direction of sustainable development of the sector.
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(taxonomy). Additionally, the BOT, in collaboration with  sugarcane burning and PM2.5 dust problems. In the future,
commercial banks, SFIs, and the Office of the Cane and  financial institutions will be encouraged to develop products
Sugar Board, developed a pilot project to provide financial ~ that support transition funding toward environmental
support to the sugarcane and sugar industry on reducing  sustainability with tangible results on a broader scale.

BOT Digital Finance Conference 2023 under
the theme "Building Ecosystem for Responsible
Innovation”, held by the BOT during September
14-15, 2023, with 85 experts from 15 countries
participating to exchange experiences and
ideas in developing digital finance infrastructure
and adapting innovation in financial sector

A seminar titled “Green and Transition Finance”
hosted by the BOT to exchange views of the
related private sector and government agencies,
including the business sector's guideline for
implementing Thailand Taxonomy to classify
activities so that the businesses can be good
examples of transition towards environmentally-
friendly organizations
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\ Creating Trust and Credibility in
Carrying out the Mandate of
Maintaining Economic and Financial
Stability

" Embracing Changes and Thrive
in the Digital Era through Innovation

\ Building the Public Trust in the BOT
" Building the Public Trust in the BOT

\ Strengthening Internal Excellence






_
\ Monetary policy

The Bank of Thailand (BOT) conducts monetary policy to
foster sustainable economic growth and ensure price
and financial system stability. In 2023, the Thai economy
continued to recover despite a slowdown in exports and
production sectors. The key economic drivers were the
tourism sector and private consumption, which have been
expanding continuously since 2022, along with increased
employment and wages that are more widely distributed
across various business sectors.

Meanwhile, headline inflation decreased and
averaged within the target range of 1-3 percent. This
was influenced by the reduction in global oil prices,
government energy and oil price subsidies, and slower
cost pass-through. However, the BOT will continue to
closely monitor inflation risks in 2024. Factors such
as heightened geopolitical tensions leading to higher-
than-expected energy prices, a more severe El Nino
phenomenon than anticipated, and the continuation of
government energy price subsidies could lead to
deviations from the baseline inflation scenario.

Financial system stability remained resilient
overall, but the debt repayment ability of vulnerable
households, SMEs, and businesses in certain industries
remained fragile. Additionally, it is crucial to monitor
businesses’ ability to secure funding at higher costs due
to tighter financial conditions.

The MPC deemed that, in the context of continuing
recovery, monetary policy should keep inflation sustain-
ably within the target range, enhance long-term economic
stability, and preserve policy space to cope with future
uncertainties. Therefore, the MPC implemented a gradual
increase in the policy interest rate, raising it five times by
0.25 percentage points, from 1.25 to 2.50 percent at the
fifth MPC meeting on September 27, 2023, and maintained
it at this level until the end of 2023.

Preserving
Macro-financial stability

e \
.
e
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Dr. Piti Disyatat, Assistant Governor of the Monetary Policy Group,
at the press conference on the MPC meeting result.

The interest rates of commercial banks and the
government bond yields gradually rose in tandem with
the policy interest rate, while private sector financing
continued uninterruptedly in both loan and bond markets.
Commercial banks incrementally raised the reference
interest rate for loans, resulting in an interest rate
transmission of 61 percent®, comparable to the 56 percent
pass-through observed in the past’. Specifically, the
interest rate for prime large businesses (Minimum Loan
Rate: MLR) had a transmission rate around 70 percent,
while the interest rate for prime retail customers (Minimum
Retail Rate: MRR) showed a lower transmission rate
around 50 percent. The difference was due to commercial
banks’ concerns regarding the fragility of retail loans, with
the most of their interest rates being referenced to MRR.

Despite higher financial costs, overall business
financing remained robust. This was evidenced by an
increase in aggregated volumes of financing in both
loan and bond markets compared to the previous year.
However, the primary contribution to this growth came
from the bond market, while loan volumes contracted. The
contraction in business loans could be attributed partly
to debt repayments following significant loan expansion
during the COVID-19 pandemic, as well as the cessation
of financial measures. These factors resulted in loan
volumes reverting to the pre-COVID-19 trend.

% The interest rate transmission of policy interest rate to loan interest rate excludes the impact of adjusting the FIDF fee back to 0.46 percent.
7 An average of interest rate transmission in two previous interest rate hiking cycles (2004-2006, and 2010-2011)
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Commercial bank lending rates
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Note: (1) monthly average of 14 commercial banks (data as of December 28, 2023) note that starting from September 2023, Thai Credit Bank becomes
the 14th domestic commercial bank (previously there are 13 commercial banks). (2) New Loan Rate (NLR) is an interest rate of new loan weighted by
loan’s outstanding amount. (3) an increase in interest rate is not only a result from monetary policy normalization but also the impact of adjusting the
FIDF fee back to 0.46%.

Source: BOT
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\ Monetary operations

The BOT's monetary operations are conducted to ensure that the prevailing
money market rates are in line with the policy rate set by the MPC. This
mechanism is essential for the effective monetary policy transmission. To
achieve this, the operations are designed to maintain an appropriate liquidity
condition under which the banking system can meet its liquidity demand,
both for the maintenance of required reserves and for settlement balances.

Excess liquidity in Thai banking system remained at a high level. In
2023, it increased due mainly to a reduction in treasury cash balances at the
BOT. As a result, total liquidity absorption increased by 60,429 million baht
from the previous year. Adjustments were carried out via four open market

operations instruments with details as follows.

1\ Bank of Thailand bonds and bills issuance

The issuance of BOT bonds and bills is the principal
channel used to absorb structural liquidity surplus in the
system and to contribute to the development of Thailand's
bond market by enhancing market liquidity and efficiency.
In planning the bond issuance strategy, the BOT takes
into consideration the prevailing market and liquidity
conditions, as well as the government’s funding plans.

In 2023, the overall supply of public sector debt
securities remained elevated. The BOT and the Public
Debt Management Office (PDMO) collaborated closely
with a view to maintain an appropriate level of supply of
treasury bills, government bonds, and BOT bonds, subject
to investor demand for public sector debt securities. To
this end, the outstanding amount of the BOT bills and
bonds was reduced by 172,656 million baht to 2,230,610
million baht at the end of the year. This accounted for
approximately 37 percent of the total outstanding liquidity
absorption.

Regarding the BOT bond issuance programme for
20248 maintaining an appropriate overall supply of public
sector debt securities remains a key consideration. The
BOT will raise the minimum auction sizes for 3-month and
1-year bills to levels close to those before the outbreak
of COVID-19. This adjustment reflects the increasing
demand for short-term bonds, taking into account the
overall supply of government bonds. Meanwhile, the
issuance of floating-rate bonds (FRB) linked to the Thai
Overnight Repurchase Rate (THOR) index will be continued
to help promote the use of THOR as a new reference
rate in derivatives and cash products, and to expand the
choice of fixed-income instruments in the market.

8 For more details on the BOT bond issuance program for 2024, please refer to https://www.bot.or.th/en/news-and-media/news/news-20240112.htm|
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2 \ Bilateral repurchase transactions with primary dealers

The BOT uses Bilateral Repurchase (BRP) transactions
with appointed BRP Primary Dealers (BRP PDs) to manage
short-term liquidity fluctuations, particularly those resulting
from government cash flows and seasonal factors, such
as demand for currency. To enhance the signaling of the
MPC's stance, the 1-day BRP transactions are conducted
as a fixed-rate tender at the policy rate. Meanwhile, Term
BRP transactions (7-day, 14-day, and 1-month tenors) are
executed as variable rate tenders, in the form of spreads
over the policy rate (Indexed BRP). Thus, the interest
rates earned on these Term BRP transactions will vary
with changes in the policy rate over the duration of the
transactions.

BRP transactions are carried out with BRP PDs in
the morning of every business day®. These BRP PDs serve
as liquidity adjustment intermediaries between the BOT
and other financial institutions, through the use of private
repo transactions or uncollateralized interbank markets.
This BRP PDs scheme helps support financial market
development by fostering an adoption among interbank
participants of market practices that are in line with
international standards.

In 2023, liquidity absorption through BRP
transactions increased by 225,902 million baht. At
year-end, BRP transactions totaled 2,751,807 million baht,
which accounted for approximately 45 percent of the total
outstanding absorption.

3\ Foreign exchange swap transactions

The foreign exchange swap (FX swap) transactions are
used as a supplementary absorption tool, as they can be
adjusted fairly flexibly according to the BOT's liquidity
absorption needs and market conditions. In 2023,

outstanding FX swap transactions decreased by 8,002
million baht to 1,066,352 million baht or 30,340 million USD
at year-end. They constituted approximately 18 percent
of the total outstanding absorption.

4\ Qutright purchases and sales of public sector debt securities

The BOT can permanently inject liquidity into or drain
liquidity from the banking system by purchasing or selling
outright public sector debt securities with appointed
e-Outright counterparties. In 2023, the BOT purchased
a total of 82,592 million baht in public sector securities.
Meanwhile, 101,094 million baht of public sector securities
held in the BOT's portfolio matured during the year. In sum,
outstanding securities in the BOT portfolio fell by 18,502
million baht in 2023.

The BOT also operates end-of-day liquidity
adjustment windows in the form of overnight standing
facilities, which include the Lending and Deposit Facilities.
Through these windows, financial institutions with liquidity
deficit or surplus at end-of-day can borrow or deposit
funds overnight at policy rate plus or minus 50 basis
points, respectively. The interest rates on the Deposit and
Lending Facilities together form an interest rate corridor
that helps limit short-term volatility in the money market
interest rates. In 2023, most transactions in the end-of-day
liguidity adjustment windows were deposits, which
averaged around 4,524 million baht per day.

¢ Except on days of MPC meetings where BRP transactions are carried out in the afternoon instead after the release of MPC interest rate decision.
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\ Financial market development

In the past 4-5 years, the BOT and market participants had jointly prepared for
the cessation of the Thai Baht Interest Rate Fixing (THBFIX), while the market
liquidity of the new reference rate, Thai Overnight Repurchase Rate (THOR),
has continuously improved since its first publication in 2020. All outstanding
THBFIX contracts had been transitioned to reference alternative rates. With
the cooperation from all stakeholders in the financial and private sectors,
the THBFIX smoothly discontinued on July 1, 2023 without any disruption to
the financial market.
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\ Foreign exchange regulations

The BOT has continued to relax foreign exchange regulations under the New
Foreign Exchange Ecosystem Development Plan. In September 2023, the BOT
further relaxed regulations on non-residents’ transactions related to Thai baht,

undertaken with onshore financial institutions, to provide more flexibility and
lessen the burden of supporting documents for non-residents having trade
or investment in Thailand. The relaxations were as follows:

(1) Allowing non-residents providing cross-border
payment services to participate in the Non-resident
Qualified Company Scheme (NRQC) which would enable
them to conduct transactions related to Thai baht with
onshore financial institutions without having to submit
supporting documents and deposit Thai baht into Non-
resident Baht Accounts (NRBAs) without being subject to
the end-of-day outstanding balance limit.

(2) Relaxing the requirement on supporting
documents for transactions related to Thai baht other than
those under the NRQC scheme to provide more flexibility
for non-residents having trade and investment in Thailand
in conducting such transactions. This also allowed
non-resident end beneficiaries investing in securities in
Thailand to be able to conduct foreign exchange hedging
transactions with onshore financial institutions directly
without proceeding through global custodians.
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Apart from the relaxations under the FX
ecosystem plan mentioned above, the BOT also eased the
regulations on conduct of foreign exchange businesses
in April 2023 allowing non-bank foreign exchange
business operators to display their permits electronically
in the form of images on electronic devices or QR codes
instead of in the physical form at their service locations
to facilitate and lessen the burden on the businesses.

In addition, the BOT was revising the regulations
on conduct of foreign exchange businesses to allow
more flexibility in providing the services at branches and
through other service channels which will improve access
to the services. Moreover, foreign exchange business
operators will be allowed to be registered in order to test
new technology in a sandbox environment which would
contribute to financial development.

The BOT will continue to implement its
relaxation plan on outward transfer to further facilitate
trade and investment and enhance ease of conducting
foreign exchange transactions.

Mrs. Alisara Mahasandana, Deputy Governor, Monetary
Stability, and Miss Pimpan Charoenkwan, Assistant Governor,
Financial Markets Operations Group, in a press conference
relating to the progress of the New Foreign Exchange
Ecosystem Development Plan on June 27, 2023.



\ Foreign exchange reserve managementin 2023

The high volatility in global financial market in 2023 was primarily a result
of four factors. First, major central banks adopted a data-dependent
approach in response to surprisingly resilient economic growth and persistent
inflation, leading to constantly shifting market expectations. Second, China’s
economic recovery from COVID-19 did not occur as swiftly as the market had
anticipated, a situation exacerbated by ongoing weakness in the real estate
market. Furthermore, the collapse of large regional banks in the US in the first
half of 2023 sparked concerns about potential systemic risk and a possible
recession. Lastly, ongoing conflicts in the Middle East and the Red Sea also
heightened geopolitical risks.

Managing foreign exchange reserves in such a volatile financial
market required close monitoring and comprehensive risk analysis, with a
view to achieve three investment objectives that the BOT adhered to: safety,
liguidity, and appropriate risk-adjusted returns. In so doing, the BOT focused
on diversifying investments towards countries with strong medium and
long-term economic fundamentals, as well as capitalizing on prominent global
megatrends. Additionally, the BOT utilized a variety of financial instruments
to enhance investment flexibility, a crucial strategy for navigating a volatile
financial market amid global monetary policy transition.
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Enhancing economic insights
through Business Liaison Program
and regional economic indicators

Thailand's economy was on the path to recovery as the COVID-19 situation
eased. However, the pace of this recovery varied across different economic
sectors and regions. Furthermore, the recovery faced challenges arising from
both internal and external factors. These included domestic uncertainties
surrounding government formation and external factors like global economic
slowdown and geopolitical conflicts. Given these complexities, purely relying
on statistical data might not provide a sufficient understanding of the economic
situation. In addition to quantitative data, qualitative information plays a
crucial role. Timely, clear, and accurate qualitative information helps the BOT
gain a more complete understanding of the economic situation. This richer

understanding is essential for formulating effective economic policies.

Tl

The BOT conducted field visits to northern and northeastern entrepreneurs. These facilitated information exchange and regional insights.

1\ Monitoring economic conditions

The BOT has emphasized the importance of comprehensive
and up-to-date comprehension of real-world economic and
financial conditions and trends. This includes incorporating
viewpoints and policy suggestions from businesses and
the public. To achieve this, the BOT initiated the Business
Liaison Program (BLP) in 2004, which has been ongoing
for over two decades. In 2023, the BOT and its three
regional offices (Northern, Northeastern, Southern) engaged
in discussions with nearly 800 businesses across Thailand.
These businesses represented 10-15 key economic
sectors such as the food and beverage, automotive,
electronics, textile and apparel, wholesale and retall,
transportation, tourism, real estate and construction, as
well as platform/online businesses.
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Direct and candid discussion with entrepreneurs
allowed the BOT to gain valuable insights into the current
state of the economy. Importantly, these reflections can
be used to tailor policy measures more effectively to the
needs of businesses, as evidenced by the extension of
financial rehabilitation and transformation loan measures
from the original termination date of April 9, 2023, to
April 9, 2024. This measure aimed to provide continuous
assistance to debtors still affected by the COVID-19
situation and enhance liquidity for over 65,864 businesses
seeking to adapt to changing economic circumstances.



1

/]

2\ Developing regional economic indicators

The BOT has been dedicated to supporting regional
development by creating new data tools and economic
indicators that are in-depth and timely to benefit
and support regional development. This includes the
creation of the "BOT Regional Activity Tracker” or BOT RAT,
which utilizes real-time information to provide insights
into short-term economic trends. Additionally, the BOT

Previously, there have been instances where policy solutions haven't fully
addressed the needs of small businesses. However, the BOT's efforts
to engage directly with SMEs are commendable. By gaining a deeper
understanding of their needs and challenges, the BOT can develop
more targeted and effective policies which provide small businesses
more benefits. This approach is exactly what we need to see more of,
and | strongly encourage the BOT to continue these efforts.

Mr. Somboon Pitayarangsarit,
Chief Executive Officer, Thai Central Mechanics Co., Ltd.

conducts studies to forecast regional economic growth
over the next two years. This also covers the development
of a "Well-being Index” to measure the overall well-being
of people in each region. These insights are valuable for
local entrepreneurs and government agencies in their
business planning and economic policy formulation.

The BOT discussed with northeastern entrepreneurs related to economic topics and insights.

ANNUAL REPORT 2023 59



3 \ Promoting knowledge creation, information exchange and

local development advocacy

In addition to monitoring economic conditions, regional offices also undertake in-depth analyses and studies on
structural issues impacting both the Thai and regional economies. These efforts aim to enhance public knowledge
and comprehension, support policy formulation among relevant stakeholders, and facilitate the implementation of

the BOT's key policies.

1

1]

Private sector trust has been enhanced by the BOT's presence
in the Northeast. Regular meetings between entrepreneurs and
the BOT facilitate valuable exchanges of information, suggestions,
and cooperative efforts. Notably, discussions cover topics like tax
benefits, which significantly benefit businessmen in the region.

Mr. Kemchart Somjaiwong,
Honorary Chairman of the Khon Kaen Chamber of Commerce

4\ Organizing academic seminars (The BOT symposium at regional offices)

Hosting academic seminars serves as an additional channel
for communicating economic and financial directives and
encouraging stakeholder involvement at the regional
level. Each of the three regional offices has organized
seminars centered around specific topics to their own
regions. In 2023, the Northern Region Office organized a
seminar titled “Boosting the Northern Economy: Seizing
Opportunities Amidst Challenges.” Simultaneously,
the Northeastern Regional Office addressed the topic
“Driving the Northeastern Agricultural Sector Toward
Sustainability.” Lastly, the Southern Office examined the
theme of "“Empowering the Southern Economy through
the Next Generation.”
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In addition, each of the three regional offices
organized academic seminars in 2023 in different
provinces within their respective regions to improve
outreach and participation through the presentation of
studies pertaining to the targeted areas. These studies
involved “Promoting Sustainable Economic Development
in the Lower Northern Region”, “Engaging Local Voices:
Inspiring ldeas for a modern Isan Economy” and
“Enhancing Southern Durian Farming with Technological
Innovations”.
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Annual symposiums and outreach seminars by the 3 BOT regional offices.
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Since Thailand is not just Bangkok,

the well-being of all Thai people
is equally important.

Thailand is not just Bangkok, why's that?

Thailand’'s economic engine centers on Bangkok and the
surrounding central and eastern regions, which generate
three-quarters of the nation’s economic activity. However,
the northern, northeastern, and southern regions together
account for only one-quarter. Interestingly, two-thirds
of Thailand's population resides in these latter regions.
Moreover, they play vital roles in some key sectors; for
instance, over 80 percent of the country's agricultural
workforce operates in these areas. Notably, the southern
region alone attracts significant income from foreign tourists,

amounting to roughly one-third of the country’s total. Given
their importance, it is unsurprising that many agencies,
including the BOT, have branches in these regions. To
elaborate, the Southern Region Office in Songkhla Province,
holding the distinction of being the first, was established in
1964 and it is now celebrating 60 years of service. While
individuals might consider retirement at such an age, the
BOT cannot afford to do so. Instead, we must adapt, work
faster, face new challenges, and engage with more diverse
groups of people, as if we were still young.

Over the past year, all three regional offices have transitioned to frontline roles, actively engaging with local
communities through direct interactions at three primary levels.

1\ Public level:

There is acknowledgment of existing gaps regarding
recognition of the BOT, especially among those residing in
remote areas. In response, the Northeastern Region Office
collaborated with the Government Savings Bank and the
Bank for Agriculture and Agricultural Cooperatives (BAAC)
to conduct visits to village fund areas in Nong Bua Lamphu
Province, encompassing all 717 villages. These visits
aimed to empower villagers by enhancing their financial
literacy, offering guidance for tackling debt issues, and
raising awareness of financial fraud. Simultaneously, the
Northern Region Office focused on educating village fund
and urban community network leaders in 17 provinces,
along with provincial treasury officials in 8 upper northern
provinces. These officials were strategically positioned to
offer valuable advice to local residents. The rollout of the
initiative was set to expand to the lower northern region in
2024. Similarly, the Southern Region Office disseminated
financial literacy through provincial treasury channels,
covering all 14 provinces within its jurisdiction.
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To delve into financial fraud and scams, a major
concern for villagers, the most common scams involved
fake online links. These links appeared to be from
government agencies or banks but were actually designed
to steal money from accounts. Villagers were especially
vulnerable because they might be hesitant to interact
with government entities. To combat this, enhanced
communication efforts, tailored to local lifestyles and
cultural norms were essential. This included (1) information
dissemination in local dialects like U Kham Muang and
Laeng Tai (2) trusted community figures as influencers
to spread awareness. For example, Muslim influencers
were engaged in the southern region where a significant
Muslim population resided. Similarly, in the north, respected
monks, such as Phra Ajahn Phop Chok from Huai Pla
Kang Temple, preacher Tulung Somsak, were involved.
Furthermore, manuscripts containing information about
fraud were distributed to monks in various temples to
warn villagers about financial fraud and scams. Finally,
effective communication channels tailored to the audience
which included village radio, Village and Community Public
Relations Volunteers, and the increasingly popular platform,
the so-called TikTok, were utilized.
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The BOT offered information and posters on fraud to the respectable
monk at Huai Pla Kang Temple, Chiang Rai.

The BOT provided financial literacy for the “*Community Healthy Finance
Project” in Songkhla.

g ab

The BOT visited village fund areas in Nong Bua Lamphu Province to
raise awareness on fraud.

2\ Business level:

The BOT expanded its long support for businesses beyond
simply providing economic data. In 2023, two key areas
were stepped up. (1) regional data: The BOT published the
regional economic forecasts to help businesses plan their
upcoming year, along with developing a well-being index
of the local residents. (2) networking facilitation: The BOT
acted as a bridge between stakeholders. For instance,
the Southern Region Office organized a workshop for
individuals in the durian cultivation industry to share
knowledge. Following the workshop, farmers extended
invitations to one another to continue discussions at durian
orchards in the eastern region, indicating a desire for
further learning. Additionally, academics were researching
the use of drone technology to analyze plant diseases.
While the widespread distribution of this technology
remained a challenge, attending events like the workshop
provided opportunities for knowledge exchange between
researchers and farmers on the ground.

3\ Organizational level:

The BOT has long been trusted forits neutrality. Stakeholders
therefore engaged in open discussions with the BOT
on diverse topics like spatial development guidelines.
Recognizing that the BOT regional offices might not have
the industry-specific knowledge as much as business
insiders, the BOT leverages its strength in economic data
and comprehensive sectoral analysis. This translates
to ongoing regional-specific studies - for instance, the
Northern office’s exploration of economic opportunities
arising from the influx of digital nomads in Chiang Mai.
This is due to its third-place ranking globally as a city
conducive to remote work and its sixteenth-place ranking
as a destination favored by digital nomads.

Inrecent years, the BOT has proactively interacted
with local communities, gathering valuable insights that
shape both current and forthcoming projects undertaken
by regional offices. This approach aims to better grasp the
realities faced by the majority of the country’s population,
ultimately guiding the refinement and adaptation of the
BOT's policies for the well-being in all regions.
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Maintaining the stability of financial
institution system

1 \ Supervisory policies and regulations for financial
institutions and SFls

Designed to accommodate the ever-changing domestic economic context and
to encourage both the financial institutions and SFls to have appropriate risk
management and efficient operation, the revised and newly issued regulations
could be summarized as follows:

1\ Broadening the scope of commercial bank’s financial business group undertakings regarding

green-related businesses and venture capital

The BOT was still considering the inclusion of green-
related businesses in the financial business group’s scope
of undertakings and the revision of supervision guideline
for the financial business group's venture capital to be
more relaxed and correspond to the BOT's new financial
landscape. By creating a balance between innovation
development and risk governance, these upcoming

policy changes also supported the business sector in
the transition to the digital economy and the more
environmentally friendly economy. Currently, the BOT is
preparing to conduct a public hearing concerning the
mentioned financial business group's scope of
undertakings.

2\ Amending the Regulations on Asset Management Company’'s Compliance

The BOT amended the Regulations on Asset Management
Company’s Compliance to facilitate the asset management
company as an important mechanism for non-performing
assets management in the financial institution system,
which in turn provided more comprehensive and efficient
debt solutions to both households and businesses.
The notable revisions were the regulations regarding

(1) governance and internal control to enhance supervision
and prevent potential conflicts of interest and
(2) the holding of foreclosed properties so that they
could be efficiently managed corresponding to the asset
management company’'s mandate. The regulations were
also revised to reduce ambiguity and unnecessary
operations.

3\ Establishing a joint-venture asset management company to deal with SFIs' non-performing

assets.

The BOT expedited the measure which promoted the SFIs
and asset management company to temporarily form a
joint-venture asset management company to manage SFIs’
non-performing assets, which were largely unsecured
debtors who were in further financial distress during the
COVID-19 pandemic, by carrying on financial assistance
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to transferred debtors such as debt restructuring thus
increasing debtors’ opportunity to manage debt and a
lower risk of being unable to access future funding. The
joint venture had a limited timeframe of 15 years and must
be set up by December 31, 2024. The measure would be
in effect from February 28, 2024 onwards.



4\ Supervisory measures for Domestic Systemically Important Banks (D-SIBs)

The BOT revised the assessment methodology and
supervisory measures for D-SIBs according to the 3-year
review cycle. During this review, the forthcoming change
in the financial landscape, the increasing importance of
digital transactions, and other critical systemic factors
were considered. Some of the factors added to the
former primary D-SIB indicators' were (1) the indirect
interconnectedness between banks through loans
or investments with the same systemically important

corporation (SiCorp), (2) substitutability and financial
institution system’'s infrastructure in respect of the major
of SMEs' financing, in which the SMEs are the crucial part
of the Thai economy, and in respect of the major financial
service providers through mobile banking as a massive
impact that may have caused to the general public. The
new D-SIB assessment methodology will be implemented
in 2024 onwards.

5\ Regulations on Risk-weighted Asset Calculation for Derivative Counterparty Credit Risk

The BOT amended the Regulations on the Calculation of
Counterparty Credit Risk-Weighted Assets for Derivative
Transactions to require banks and their financial business
groups to comply with the capital requirements accounting
for the potential loss from credit valuation adjustment
(credit valuation adjustment risk or CVA risk), an addition
to the previous regulations which only required capital
requirements for default risk. The amendment was made

so that banks and their financial business groups have
sufficient capital to thoroughly absorb counterparty
credit risk for derivative transactions, adhering to the
international standard. As a result of an increasing number
of derivative transactions being centrally cleared, The
BOT also set out the risk weights for default risk where
banks cleared their derivative transactions through
central counterparties.

6 \ Regulations on Undertaking Personal Loan Business under supervision and nano

finance business under supervision

The BOT amended the Regulations on Undertaking
Personal Loan Business under supervision to require
operators to grant title loans based on borrowers’
affordability, consistent with the Regulations on
Responsible Lending. Also, operators of personal loan
business under supervision and nano finance business

under supervision are not allowed to collect prepayment
fee if a consumer prepays loan, either partially or in full,
before due date in order to enhance debt refinancing
opportunity for consumers and to promote a competition
among the operators, which would eventually benefit
consumers.

© The former primary D-SIB indicators were size, interconnectedness, substitutability and financial institution system’s infrastructure, and complexity.
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2\ Supervision and examination of financial institutions

The BOT prioritized the enhancement of ongoing supervision aiming to monitor risk exposure to the
financial institution system and be able to promptly mitigate such risks. The BOT has continuously
developed new systems and tools to support supervision and encouraged the financial institutions
to incorporate environmental aspects™ into their businesses to ensure that they are resilient to
environmental changes and ready to accommodate the transition needs of their clients. The BOT
has also consistently collaborated with other supervisory agencies, e.g. supporting the working of
Anti-Money Laundering Office (AMLO) and exchanging information with foreign financial regulators.

Major works on supervision and examination of financial institution in 2023 were as follows:

1\ Examination and monitoring of financial institutions’ performance and risk management

The BOT adopted an ongoing supervision approach, In 2023, the BOT completed all planned
emphasizing on significant activities, to assess examinations of 34 financial institutions as follows:
performance, capital and provision adequacy, profitability,
corporate governance, compliance, risk management, and
market conduct.

Types of Numbers of Examined

In 2023, the BOT paid great attention to ensuring Financial Institutions Institutions in 2023
that financial institutions appropriately assisted debtors,
particularly vulnerable ones. The BOT also monitored
IT and cyber risk of financial institutions, along with the Thai commercial banks 14
readiness of their current systems and processes to
accommodate the rapid growth of mobile transactions. In
addition, the BOT urged financial institutions to raise the
level of their financial fraud management and to efficiently
comply with the Emergency Decree on Measures for
the Prevention and Suppression of Technological Crime Foreign bank branches 7
B.E. 2566 (2023)

Specialized
Financial Institutions (SFls)

Asset management

With the robust level of capital, loan loss provision, companies 4
and liquidity, the overall financial institution system
remained strong and capable of serving as a key ) )

) . Non-banks operating credit
mechanism to support economic recovery and card business and personal 2
accommodate loan demands from both households and loan business
businesses going forward. The financial institutions also
continued to assist debtors through debt restructuring

Total 34

and monitored loan quality to keep non-performing loans
at a manageable level.

"Please refer to “Sustainable banking” on page 91 for more information
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2\ Tool development to support ongoing supervision

Amid the rising number of regulated entities with
increasingly complicated services and newly emerging
risks, the BOT elevated its ongoing supervision by utilizing
more data and technology to increase efficiency. This
would allow the BOT to continuously and vigilantly identify
risk exposure and take actions. The BOT can also allocate
resources more optimally, both on entity or activity bases,
and be ready for new challenges.

In 2023, the following tools which supported the
ongoing supervision were developed:

1. Regulatory Data Transformation on Credit
Data (“Credit RDT") was a joint effort between banks
and the BOT to establish a data infrastructure for a data
warehouse that boasted greater detail and connectivity
flexibility. Credit RDT could lead to a more precise and
forward-looking supervisory approach, a wider range of
data collaboration, and a broader set of more in-depth
analyses. The financial institutions were expected to

start reporting under the new scheme from January
2024 onwards. The BOT would utilize the data to
constantly monitor relevant risks and to set out regulations
properly addressing the issues. Once all reported data
were verified, the RDT data would be given back in 2024
to the financial institutions for their further uses.

2. Supervisory Tool (“SupTool”) brought
technology to the supervision scene to enhance its
efficiency. The system’s flexibility is fit for supporting the
ongoing supervision as well as for interconnecting with
other BOT's tools, e.g. risk monitoring tools and social
listening tools. More importantly, relevant data would be
centralized on one platform, allowing users to see the
comprehensive picture and to conduct the cross-cutting
analyses, both on entity and activity bases, which would
result in the superior risk management for the financial
institutions. SupTool was scheduled to launch in the first
quarter of 2025.

3\ Thai commercial banks' supervisory stress test

The BOT required Thai commercial banks to annually
conduct supervisory stress tests under economic and
financial scenarios for both baseline and adverse risks
which were set out by the BOT. The stress testing aimed
to evaluate the impacts on loan quality, market losses,
loan loss provisions, and capital adequacy over the next
3 years (2023-2025), as well as the impacts on liquidity
over 30 days. The tested scenarios included the

aggravating geopolitical risk, the COVID-19 pandemic,
China’'s real estate crisis, and other risks, e.g., an
interruption from a third-party IT system, personal data
breach, and widespread incidents arising from venture
capital firms and startups. The stress testing results
suggested that Thai commercial banks were generally
robust and credit functioning, capable of assisting the
economic recovery while satisfying the capital requirement.

4\ An examination of financial institutions’ operations on Anti-money Laundering and Combatting

the Financing of Terrorism (AML/CFT)

The BOT continuously supported the work of the
AMLO for regulated financial institutions. In 2023, the
BOT conducted the thematic examination on 24 financial
institutions, which included 14 Thai commercial banks,
7 SFls, and 3 foreign bank branches, with respect to

AML/CFT procedures. The results of the examination were
shared with the AMLO for further use in accordance with
the existing memorandum of understanding.
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5\ Collaboration between the BOT and other supervisory agencies

In 2023, the meeting of the 3-Regulator Steering
Committee' had been arranged to collaborate on
supervision in the financial sector, such as monitoring
and assessing risks, jointly conducting Macro Stress
Tests, and reviewing the Inter-agency Playbook for Crisis

Management. In addition, the committee discussed other
ongoing plans, e.g., promoting the right to data portability
among service providers which were supervised by the 3
regulators and cooperating for the innovation testing in
the BOT's Co-Reg Sandbox.

6 \ Collaboration between the BOT and foreign financial regulators

The BOT highly valued the exchange of information,
knowledge, experience, and domestic issues with
other foreign financial regulators, aiming to strengthen
the Thai financial and economic system. In 2023, The BOT
attended the Supervisory College meeting alongside four
other financial regulators from Japan, Hong Kong, Taiwan, and
Germany, to collectively enhance the supervisory approach
to be efficient, up to international standards, and supportive
for the interconnected and dynamic world.

In 2023, the BOT also cooperated with Otoritas
Jasa Keuangan (OJK), an Indonesia’s financial regulator,
on the examination of Thai commercial banks' subsidiaries
which are supervised by the OJK. More information was
exchanged to elevate the risk monitoring capacity to
be more comprehensively and readily amidst economic
uncertainties.

?The 3-Regulator Steering Committee is a collaboration among financial regulators, namely the BOT, Securities and Exchange
Commission (SEC), and Office of Insurance Commission (OIC), in both the executive and working levels. The purpose of the committee
is to exchange information, discuss impending challenges, and coordinate policies as well as supervisory approaches concerning
specific aspects in the financial sector, e.g., digital products and financial system stability.
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Ensuring the stability

i3 of the payment system

1\ Payment systems stability oversight

One of the missions of the BOT is to ensure a stable and secure payment
system with continuous improvement, capable of supporting the economic
activities of various sectors. The BOT has implemented several policies to
enhance efficiency, reduce risks, and protect payment service users, while
also aligning its payment system supervision with international standards.
Key operational initiatives for 2023 were as follows:

1\ Review and update the supervisory framework and regulations

The current context and situation of Thailand's payment
systems have rapidly evolved due to the increasing
number of players, the emergence of new business
models and services, and the accelerated advancement
in technology. The BOT acknowledged the necessity
of revising the laws, rules, and regulations on payment
system supervision to be practical and in line with these
changes by applying the Regulatory Impact Assessment
(RIA) approach. In 2023, the BOT revised the oversight
criteria by eliminating unnecessary regulations to reduce
the burden and barriers for operators. Payment system
regulations would also continually be updated to align
with the changing environment and situations in the future.

In2023, the BOT issued two important regulations,
namely (1) The Regulation on the qualifications and
prohibited characteristics of business operators,
directors, and persons with managerial power under
the Payment Systems Act B.E. 2560 (2017) (Payment
Systems Act), effective from July 8, 2023, to improve the
governance of business operators, directors, persons
with managerial power, and major shareholders to be
transparent and in line with international standards; and
(2) Regulation on the management of money received in
advance in the event where a payment service business
provider under supervision has been under a receivership
ordered by the court according to Section 21 of the
Payment Systems Act, and on notification of the event
under Section 22, to ensure that the management of
money received in advance achieves the objectives of
the law in protecting payment service users.

The BOT is also in the process of updating
five more regulations under the Payment Systems Act.
These include: (1) Regulation on market conduct for
payment service providers under supervision, for consumer
protection; (2) Regulations permitting electronic money
(e-Money) service businesses to undertake other
businesses as generally defined without the need to
request for an approval on a case-by-case basis. This
allows providers to expand their businesses and develop
payment services and innovations more rapidly, reducing
the burden on providers and the BOT, and ensuring
fairness; (3) Know your merchant (KYM) regulations to
reduce the risk of using payment services for money
laundering or supporting illegal activities, which may affect
customers and confidence in the payment system;
(4) Enhancing the oversight of payment system
infrastructure to ensure good governance and risk
management in accordance with international standards,
and to improve efficiency and access to payment system
infrastructure; and (5) Improving the process for new
service provider licenses consideration and registration,
and revocation of permissions (market entry and exit), to
enhance the screening of potential new service providers
under the Payment Systems Act.
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2\ The supervision and examination of the payment business providers

The BOT promoted the entrance of new payments business
providers to improve access and increase options for
payment services. In 2023, four new business providers
acquired licenses, resulting in a total of 137 licensed and
registered providers on December 31, 2023. This included
133 licensed business providers and 4 registered
business providers, with a total of 318 licenses and 4
registration certificates.

The BOT continuously supervised and inspected
the business providers who were granted licenses or
registration certificates in 2023 under the Payment Systems
Act including on-site inspections of important payment
business providers, and risk-based offsite examinations
through supervisory tools that monitor financial,
operational, and compliance risks. Early warning indicators
were used, and additional supervisory tools were being
developed.

In addition, the BOT strengthened payment
business providers by promoting a risk culture among
supervised providers. This was achieved through a “building
risk culture” meeting with their boards and senior
executives in March 2023 to communicate governance
principles. The BOT also provided training for businesses
and the public on the Personal Data Protection Act (PDPA)
B.E. 2562 (2019) in collaboration with the Securities and
Exchange Commission (SEC), the Office of Insurance
Commission (OIC), and the Office of the Personal Data
Protection Commission (PDPC). The aim was to promote
informed self-regulated supervision and risk management
among payment businesses to enhance payment service
sustainability, transparency, and trust. Businesses were
also encouraged to conduct self-assessments on their
awareness and monitoring of merchant risk to ensure that
they can comply with the BOT regulations.

Miss Daranee Saeju, Assistant Governor, Payment Systems Policy
and Financial Consumer Protection Group, made an openning
speech in e-payment relations forum which is held annually to
exchange views and respond to inquiries among e-payment
service providers.
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3\ Establishment of payment systems
governance structure

The BOT ensured that the payment system has a good
governance and management structure to foster an openly
accessible and competitive national payment service
environment that encourages innovation and payment
systems stability in accordance with the directions for
development of payment systems under the new financial
sector landscape of Thailand. The Payment Strategy
Forum (PSF), with the participation of all relevant sectors,
was established to effectively implement payment system
policies and provide recommendations on the direction
of payment development that would benefit end-users.
In addition, the Central Payment Services Office (CPSO)
was formed to systematically manage important payment
services in line with international practices.



4\ Creating public and business sector knowledge and understanding of payment services

The BOT has continuously communicated to create public
understanding about payment services through various
channels, including the media. It has also compiled and
disseminated payment statistics, conducted public
payment behavior survey (payment diary), business
payment behavior survey, and published articles, such as
the Bi-monthly Payment Insight on the BOT's website and
social media. This is to provide the public and businesses
with information to make informed service choices.

The BOT also emphasized the correct
understanding of the developments and risks of new forms
of transaction, such as Cryptocurrency and Stablecoin,
and provide its perspective on the usage of digital assets
for payment of goods and services.

5\ Promoting data utilization for policy implementation and supervision

The BOT leveraged digital payment data to develop tools
for tracking and analyzing changing payment behaviors
of Thai people through the survey on public payment
behavior and obstacles in using payment mediums. The
survey showed increased use of digital payment among
the Thai population, but cash remained prevalent in small

transactions under 300 baht. The BOT also surveyed
SMEs" payment behavior, attitudes, expectations, and
obstacles. Results from the analysis were used to guide
payment system development under the new financial
sector landscape of Thailand.

2\ BOT's payment system and services

The BOT prioritizes the seamless and uninterrupted operation of BAHTNET
(Bank of Thailand Automated High-value Transfer Network), the nation’s financial
infrastructure, given its central role in facilitating financial activities and
safeguarding the stability of the financial system, financial institution system,
and other important payment systems. Recognizing this critical importance,
the BOT is committed to proactively prepare for emergency responses by
conducting annual testing of contingency plan and disaster recovery plan.
Furthermore, BAHTNET's participants are required to actively test Business
Continuity Plans (BCPs) to ensure their readiness for any unprecedented

circumstances.

As of the end of 2023, BAHTNET had a total of 58 participants,
consisting of 17 Thai commercial banks, 11 foreign bank branches, 5 finance
and securities companies, 6 specialized financial institutions, 10 government
agencies and other institutions, and 9 BOT's internal departments.

In 2023, the total volume of funds transferred via BAHTNET was 5.2
million transactions with a total value of 982.7 trillion baht, increasing from
the previous year by 6.1 percent and 6.8 percent, respectively.
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3 \ Banknote management in the new world

Many countries across the world have been accelerating the growth of
electronic payment to enhance overall efficiency, reduce costs of transactions,
and boost financial inclusion. Despite a spectacular jump in electronic payment,
cash remains the preferred method among many countries including Thailand,
particularly for socially vulnerable citizens who rely extensively on cash and
those who find it more convenient to pay in cash for small-value transactions.

1\ Banknote production and management for long-term sustainability

BOT has stepped up efforts to improve efficiency of
banknote management at national level with focus on
the reduction of costs associated with activities in the
entire banknote cycle and environmental impacts of the
production and circulation of banknotes. Additionally,
BOT has formulated long-term strategies to align
digital payment and cash, making digital payment the
predominantly preferred choice for all groups of people
in transition to less-cash society while banknotes are
produced in replacement of unfit ones and in response to
an increasing demand, especially for small denominations
20-Baht, 50-Baht, and 100-Baht that undergo a higher
circulation velocity and deteriorate faster than those in
high denominations.

With respect to banknote production and
management in the course of time, BOT forecasted the
drivers of demand and projected how they are likely to
change over the next 10 years (2023-2032). The recent
payment diary survey indicated that a quantity of
1,200 - 1,800 million notes was demanded each year to
accommodate the circulation of small denominations
in large volumes. Therefore, BOT shifted to polymer
substrate in place of paper to keep banknotes more
durable in circulation and much cleaner to handle,
causing the volume of new replacement banknotes to
decrease and the alignment to the environmental policy at
organizational level to be achieved.

2\ The establishment of Consolidated Cash Centers

To increase efficiency of the country’s banknote cycle,
the BOT has made a push for the establishment of
Consolidated Cash Center (CCC) in partnership with
the Thai Bankers' Association and representatives from
financial institutions, enabling CCCs to operate under
a sound risk management plan and in compliance with
the BOT standards. CCC operators are tasked with
providing upscale service for all financial institutions in a
comprehensive and equal manner with reasonable service
fee and flexible operational objectives to be in line with
a future trend of cash use.

Following the successful setup of the country’s
first CCC in Khon Kaen in 2021, CCCs in Hat Yai, Rayong,
Ubon Ratchathani, and Phitsanulok embarked on their
operation respectively. In 2023, CCC in Surat Thani came
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into operation on August 21, 2023 and CCC in Nakhon
Ratchasima became operational on October 9, 2023.
The operation of CCCs in 7 locations contributed toward
a decrease in sorting cost by 20 percent.

Furthermore, the BOT has developed web-based
systems in support of the daily operation of CCCs
to be carried out in a more convenient and faster
manner. The continued operation of countrywide CCCs
is aimed to serve as the mechanism for overseeing
end-to-end banknote management, enabling accessibility
of high-quality banknotes to the general public and
maintaining public confidence in Thai banknotes as the
reliable means of payment, no matter how much the
demand for cash changes.



Consolidated Cash Centers (CCCs) in Khon Kaen and Hat Yai which serve the operations and provide CCC services for 24 hours
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4\ Risk mitigation for payment system

1\ Prevention of fraudulent financial activities

Financial frauds tend to continuously rise with various
patterns and methods, resulting in rapid and widespread
financial losses to financial service consumers. These
have adverse effects on trustworthiness of the overall
payment system.

The BOT has therefore cooperated with agencies
from government and private sectors to formulate corrective
guidelines and progressively preventive measures. In
2023, the BOT issued a policy guideline on financial frauds
which covered preventive, detective, and responsive
aspects. Having come into effect since March 29, 2023,
the guideline is set to be the minimum standard with which
financial service providers under the BOT's supervision
shall comply on a level playing field. Furthermore, the
BOT is prepared for reviewing or amending the guideline
periodically to prevent financial frauds and resolve the
problems appropriately to the circumstances.

(1) Preventive: Financial service providers shall
setmeasures to prevent the frauds throughout the process,
from the application, service activation, transaction
