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Figure 1: Bank of Thailand’s (BOT) used car price index as of Dec 2024
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Figure 2: Regional peer comparison
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Figure 3: Large corporate and SME loan demand in 1Q25F
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Figure 6: Large corporate and SME credit standard outlook in 1Q25F
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Figure 7: Consumer loan demand outlook in 1Q25F
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Figure 9: Thai banks’ forward P/BV band
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ESG in a nutshell

Other than Thai Credit Bank, all banks under our coverage are members of the SETESG Index and included in the
Thailand Sustainability Index (THSI). Meanwhile, the big five banks under our coverage (BBL, KBANK, KTB, SCB and
TTB) received AAA or AA SET ESG ratings in 2023. This reflects the big banks’ strong commitment to environmental,
social and governance issues, in our view. These banks have set up sustainability teams to support ESG-related
activities. In addition, Bank of Thailand (BOT), recognising the importance of technological advancement and
environmental changes, has developed sustainable finance guidelines focusing on three aspects — environmental
sustainability, household debt solution, and financial inclusion.

Keep your eye on

Thai banks have accelerated their digital banking services
since 2018 when they announced the waiver of money
transfer fees, bill payment fees and top-up fees via all
digital banking channels. At the same time, they are
looking to lower the number of branches and reduce
headcount to save operating costs. They are also trying to
upskill and reskill employees to redeploy them to other
functions.

Implications

Several banks have introduced mutual separation and
early retirement programmes for their employees to reduce
headcount. These schemes are driven by the lower
number of transactions and activities at physical branches.
Existing employees may be dissatisfied with the changing
work environment, which may result in unsatisfactory
employee engagement and falling ESG scores for human
resource management.

ESG highlights

Most Thai banks target to achieve net zero emissions by
2065. Meanwhile, they aim to achieve carbon neutrality by
2050. Some banks have introduced green loans and green
bond issuance programmes for their corporate clients to
support their clients in achieving their net zero emission
targets.

Implications

Green loans and green bond issuance programmes are
likely to stimulate corporate and SME loan demand in
2024-26F, in our view, but banks will have to be cautious in
providing loans or underwriting bonds for their clients given
the risk of green-washing. Normally, green loans offer more
competitive lending rates because lenders want to
encourage borrowers to participate in sustainable
financing.

Trends

In 2024, Bank of Thailand (BOT) introduced “Responsible
Lending” principles, comprising four areas. First, banks
need to have the commitment and support from top
management for responsible lending practices. Second,
banks are required to conduct stakeholder engagement in
providing loans and complying with ESG guidelines. Third,
banks must have internal implementation mechanisms for
credit underwriting policies and risk management policies
that are enforced across the organisation. Fourthly, banks
must be transparent about information disclosure and this
must align with responsible lending guidelines and internal
audit requirements.

Implications

Responsible lending practice directives are aimed mainly at
retail or consumer loans because the BOT is looking to
prioritise the household debt problem, financial inclusion
and financial access. We believe that responsible lending
practices for consumer loans might cause slow loan growth
in credit card and unsecured personal loans given that
lenders have to comply with BOT’s guidelines.
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