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Thank you for the very warm introduction.

Let me first thank Central Banking Publications for invitihng me
to give tonight's Gala Dinner address on the occasion of the 10"
annual National Asset and Liabilities Management Conference.
It is a pleasure to be here. | would also like to congratulate Central Banking
Publications for having successfully organized the NALM conference
annually for the last ten years. This is a remarkable achievement.

| rememiber very fondly chairing a number of the NALM conferences
here in Singapore after having left the Bank of Thailand in 2010. The NALM
conference, then as it is now, is one of the few forums that gives the region's
central bankers opportunities to engage and interact with industry experts,
policy makers, and asset managers in the private sector on issues of reserve
management in a most professional way. This is a considerable undertaking
and achievement. | wish you contfinued success for many years to come.

The topic of my tak today, as suggested by this years NALM
organizing team, is a personal one. It is reflections upon my career as a
central banker, and the lessons | have leamt.

To tell you truly, | am proud of my life as a central banker,
acareer spanning twenty years af the Bank of Thailand. Rememiber the old
Chinese curse "May you live in interesting times?" Rather than being cursed,
| consider myself very fortunate to have been a central banker during the
most interesting of fimes. My fenure included boom, bust, and stability.

Professionally, | have had the opportunity to move from academia

fo policy making, and then to the role of a full-fledged central banker.

At the Bank of Thailand, | was given responsibilities over both wings
of the central bank's key policy areas, namely monetary policy and
banking regulation and supervision. And during the time | served at the
BOT, | personally witnessed and worked through the world's two most
recent major financial crises. The first was the Asian financial crisis of the
late1990s when | found myself in the country where the crisis originated.
The second was the global financial crisis that erupted in 2007/8 which
generated enormous spillovers that had to be managed. So, | have
gone through a lot and, hopefully, have also leamed a few things.
Some would even say | have the battle scars to prove it.

What thoughts then can | leave with you this evening?

My answer is that some things don't change and
if you recognize these fundamental elements, then they help
to anchor our interpretation and response to incoming events.
Let me elaborate.

Among all my different central banking responsibilities, there were
three that | cherished most. | have been a crisis manager, a spokesperson,
and a chief economist who also served on the monetary policy committee
or MPC. While these three different roles each have their own merits and
challenges, the experiences and responsibilities from these different roles
have taught me one thing, that trust is critical to central banks.

Trust is a belief that something is good, honest, reliable, and effective.
It is the lifeblood of all financial and monetary relationships, but especially
central banks. When frust in a central bank is high, central bankers can
count themselves very fortunate and can confidently cary out their
functions with relative ease. But when trust is low, things can be very
difficult, even to the point of being unable to implement a simple policy.
A lack of trust breeds skepticism and skepticism compromises credibility.
Without credibility, central banks cannot be effective in guiding markets or
regulating banks. Building and maintaining trust, therefore, is the overriding
imperative for successful central banking.

During a financial crisis, trust evaporates quickly in and among
financial institutions as well as central banks. This is because crises are
seen as reflecting the failure of central banks in their responsibility to
maintain stability. This period of frust deficit can be along one, depending
on the ability of the central bank to restore growth and stability. Once
this is achieved, a period of normalcy follows and the task of restoring
frust begins.

Rebuilding trust is hard work. It requires diligence, independence,
fransparency, accountability, and a clear record of policy successes.
Moreover, everyone in the institution needs to be involved, working

together as one, and committed to regaining frust. When frust returns
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and the economy moves info an expansionary phase, then trust can
breed complacency as market participants become almost too trusting,
leading sometime to over exuberance and optimism. This raises risk-taking
activities and heightens the risk of another crisis. If a crisis does occur, then
frust evaporates and we are back to square one again.

Thus, there is something akin to a "trust cycle" in parallel with the
‘financial cycle" that is associated with boom and bust cycles in the real
economy. The two cycles are closely but inversely related: trust tends to
be high during good times and low during bad. And in this process, we
learn that trust is hard to aftain and easy to lose.

In the case of the Bank of Thailand, the process of trust-building after
the 1997/98 crisis was a long and important one. The impact of the crisis
on the economy was huge in terms of the immediate output loss and
dislocations in the financial sector. For nearly three decades prior to the
‘crash” of ‘97, Thailand's economy had been one of the world's fastest
growing, averaging nearly 7.5% annudally in real terms. In 1998 the economy
contracted by more than ten percent. We didn't refer to ourselves as the
Thaitanic for nothing!

Nonetheless, the economy did recover relatively quickly as the
weakened exchange rate energized a resurgence of exporfs and
corrected the initial current account imbalance while the rescue efforts
and the consolidation in the financial sector succeeded in normalizing
the banking situation and restored financial stability. With the economy
returning to stability, the task of rebuilding frust got underway.

As part of the crisis management team, | remember well the efforts
that were put in place to rebuild frust, centered on reforming the monetary
policy and banking supervision frameworks to be more credible and on a
par with infemational standards. These efforts included adopting a flexible
exchange rate regime, institutionalizing inflation-targeting as a new
monetary policy framework, raising Thailand's banking regulations fo the
Basel 2 standard, and introducing a risk-based supervision of the financial
industry after a major consolidation that reduced the number of financial
institutions in the country by about half. In addition, new Bank of Thailand
legislation wais enacted to strengthen the central bank's independence.

All these efforts were aimed at improving policy efficiency and
regaining trust by fransforming the Bank of Thailand into a world class
institution with the capability to deal with the challenges of a modem and
globalized economy. | think most observers would agree that these efforts
fo radically reform the Bank and reestablish trust have been successful.
The economy has enjoyed a period of relative growth and stability for
most of the past twenty years and Thailand's banking industry stands on

much more solid foundations.

Getting the message of reform and the benefits of reforms across
to the general public and investors was another important challenge
at that time. To be independent and worthy of frust in the eyes of
the public meant that the central bank would have to be seen to be
even more accountable and that required transparency and effective
communications. Recognizing this, the Bank of Thailand established a
new department in 2000 to oversee its public communications policy and
activities, and | was asked to lead these efforts and, at the same time,
became the central bank's spokesperson. Systematic, fransparent, and
effective communications was my goal.

Twenty years ago, public communications was not seen as something
that central banks needed to engage in, or be involved in a big way. But
to regain the trust and confidence of financial markets, and of the Thai
people, considering where we were coming from during the crisis years,
better fransparency and communications were imperative for raising the
central bank's standing and credibility. Not only is transparency linked
directly fo the issue of governance, but more information provided by the
central bank will allow the public to better evaluate the performance of
the central bank, which is so important for a public organization. Financial
markets also tend to work more efficiently with greater fransparency,
thereby increasing the effectiveness of central bank policies. Being more
fransparent also helps raise the quality of the central bank's own work
which directly contributes to ifs credibility.

My time as spokesperson was rewarding and taught me a few
important things.

First, there is no absolute level of transparency for central banks. This
is o say the appropriate level of fransparency will always be relative,
depending on the demand for information by financial markets and
stakeholders, the capacities of the central bank fo supply information,
and how much credibility the central bank has. Together, these elements
define the level of fransparency that the central bank should have in
the eyes of the public.

Second, disclosure policy cannot be separated from communications
policy. By this, | mean data release by itself is not sufficient. The central
bank needs to be able to communicate what the data means and the
rational for the central bank to pursue certain policies. In short, being
fransparent means being able o explain one's decisions and actions.

Third, communication skills to explain their actions clearly are
important for central banks. This ability rests solely on how good and
how knowledgeable we are as central bankers. Therefore, it is crucial
for central banks to continue to build capacities and knowledge to

ensure that good policies are implemented and that they can be clearly

rationalized. This is necessary to maintain the frust and the credibility of
the institution at a high level.

These observations, | think, are still valid in today's context. Excellent
communications is now recognized as being of vital importance to
central banks and good communications strategy is also an important
policy instrument. Since the global financial crisis of 2007/2008, central
bank communications has taken on a special meaning. It is no longer
about data release, explaining policy, or inferacting with financial
markets. Central bank communications foday is about reaching out to
different stakeholders in the broader civil society to buid a common
understanding of the central bank's policies and its roles as a public
institution in society. It is about listening, communicating, and gaining
frust. It is literally a different world.

As an economist, working through these two financial crises has also
reaffimed my own thinking about economics and financial crisis.

First, no country is above crisis. A financial crisis can happen in any
country if the right conditions exist. It could be alarge or small country, an
advanced or emerging economy, and with or without a well-developed
financial system. Second, financial crises, without exception, are rooted
in excessive debt and leverage. Rather than viewing crises as exogenous
shocks, as most mainstream macro models do, booms should be seen as
part of the busts. And third, policy does matter. Policy has an important
role to play to help countries avoid a build-up of unsustainable imbalances
as well as improve the country's resilience and capacity to deal with
negative shocks, hence lessening the risk of a crisis.

Reflecting this thinking, in my role as the Bank's chief economist and
a monetary policy committee member, the Bank of Thailand's approach
to monetary policy took on a much more encompassing role, focusing
on maintaining price and financial stability as the long-term objective
of monetary policy while carefully dealing with the short-term shocks
to preempt the buildup of possible critical risks. It was felt that paying
attention to both price and financial stability would best support economic
growth, lower the risk of a crisis, and sustain public frust.

To this end, the monetary policy framework of inflation targeting was
combined with a macro-prudential policy under a two-objective two-
instrument model to achieve the twin objectives of price and financial
stability. The scope of macroeconomic analysis was expanded to
formally incorporate financial sector surveillance to analyze and monitor
developments in the financial sector with a view to identifying emerging
risk, leverage, and bubbles, as part of the MPC's regular information
package. And to support this new approach, macroeconomic monitoring

was extended tfo include visits to companies and investors in all key

regions of the country to analyze developments in the real economy
and bring back useful micro information to the MPC for deliberation.
This approach of combining price and financial stability objectives in
the conduct of monetary policy starfed as early as 2002/3. Then, it was
against the mainstream thinking of the time which said that monetary
policy should focus exclusively on price stability and central banks should
only clear up the mess of the bubbles affer they happened. | am only
glad that we went ahead and did what we did.

In the confext of sustaining frust, a positive fallout from this new
approach has been that, in the eyes of business and the public, policy
making at the central bank has become more inclusive, listening to,
and taking account of developments in, the private sector, which has
contributed fo sustaining trust in the central bank. | am pleased to say
that these processes and practices are still being implemented today in
the Bank of Thailand's conduct of its monetary policy.

Fast forward fo the current context, building trust and legitimacy
are still among the most pressing issues facing central banks today. From
the perspective of the "trust cycle” we discussed, the Pre-GFC era was
a period of oo much trust among financial institutions and in central
banks' ability to maintain stability. Everything then evaporated in 2007/8
when the financial crisis broke out and many central banks have been in
a trust restoration phase ever since. Today, my observation is that many
central banks in the developed world are still facing a lack of trust and
the current lack of progress in dealing effectively with the crisis, which is
now ten years old, has made resforing trust much harder than before.

I hope my remarks this evening have been of some use. Seven years
on after leaving the Bank of Thailand, | am still in the frust business. As
President and CEO of the Thai Institute of Directors, my work now focuses
on promoting corporate governance in the Thai private sector through
engagement with company directors. Similar to central banks, trust is key
in business and the role of a company's directors is to ensure that the
company conducts its business with good corporate governance that
will lead to gaining the trust of the company's stakeholders and, through
it, business sustainability.

Isincerely believe that it is the trust of the stakeholders that determines
the sustainability of a company's business in the longer-term, whether the
company will live or die. In a similar vein, public trust is the comerstone
of a central bank's ability to operate effectively and of its own long-term
sustainability.

Thank you very much for your kind aftention.
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