
Innovative Financial

Miss Ranee Itarat
Director of Public Debt Policy Research Division 

Policy and Planning Bureau

22nd July 2015



Outline

• Thailand Public Debt overview

• Legal Framework 

• Public Debt Management Plan & Borrowing Instruments

• Domestic Bond Market Development

• Baht-Denominated Bonds in Thailand

• Sovereign Credit Rating

2



Thailand Public Debt overview
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 Public Debt Outstanding at the 

end of May 2015 is 5.69 trillion 

Baht or 42.58% of GDP

 18.14% of Government debt          

to fiscalise FIDF loss is expected 

to be paid off within 19 years.

Public Debt Outstanding as of May 2015

Components of Public debt

Note: 1. Fiscal Year 2015 has started on October 2014

5.69 Trillion Baht
42.58% of GDP

Public Debt Outstanding as of May 2015 Total (Million THB) % of GDP

Direct Government Debt 3,031,853.80 22.7

Government Debt to fiscalise FIDF loss 1,031,567.80 7.72

Non-Financial SOEs Debt 1,049,090.04 7.85

Financial SOEs Debt (Guaranteed) 568,363.99 4.26

Other Government Agencies Debt 6,131.99 0.05

Total 5,687,007.62 42.58
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General government debt (1+2+5)                                         

stood at comparatively low level around 31% of GDP

General government debt in the amount of 4.07 trillion Baht comprised 3 items

1. Direct Government Debt

2. Government Debt to fiscalise FIDF loss

3. Other Government Agencies Debt 

Excluded onlending to SOEs debt

***Local government debt as of  March 2015 = 35.97 billion Baht or around 0.27% of GDP 5



Most of public debt is long term, both by instruments and remaining maturity

By Instrument…

By remaining maturity

Note: Short term debt refers to the debt outstanding figures having the remaining maturity less than 12 months 

Unit : Million THB

Public Debt Outstanding as of May 2015 Short-term Long-term

Government Debt 126,024.00        3,937,397.60     

Non-Financial SOEs Debt 13,118.15          1,035,971.89     

Financial SOEs Debt (Guaranteed) 8,955.00            559,408.99        

Other Government Agencies Debt -                    6,131.99            

Total 148,097.15        5,538,910.47     

Unit : Million THB

Public Debt Outstanding as of May 2015 Short-term Long-term

Government Debt 413,103.77        3,650,317.83     

Non-Financial SOEs Debt 151,587.85        897,502.19        

Financial SOEs Debt (Guaranteed) 153,075.03        415,288.96        

Other Government Agencies Debt 548.19               5,583.80            

Total 718,314.84        4,968,692.78     
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*Thailand’s external debt is classified by currency.

More than 90% of public debt is in local currency

Unit : Million THB

Public Debt Outstanding as of May 2015 External Domestic

Government Debt 75,393.02           3,988,028.58          

Non-Financial SOEs Debt 256,029.08         793,060.96             

Financial SOEs Debt (Guaranteed) 2,564.29             565,799.70             

Other Government Agencies Debt -                      6,131.99                 

Total 333,986.39         5,353,021.23           

Govt external debt = 1.86% 

of total Govt debt (as of May 2015)
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Source : IMF – Fiscal Monitor (April 2014)
Note : Thailand’s debt to GDP is number of Public Debt where as other countries are General Government Debt.

Thailand’s Public debt to GDP by comparison with other countries
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Legal framework
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Public Debt Management Act B.E. 2548 (2005)

Public Debt Definition:

1. Direct government debts: budget deficit, infrastructure 

investment projects, economic stimulation, crisis management, 

on-lend to government agencies and State Owned Enterprises 

(SOEs)

2. Non-financial SOEs debts, both government guaranteed and 

non guaranteed (SOEs include privatized companies)

3. Financial SOEs debt that government guaranteed

4. Other public organizations debts such as Energy Fund

5. Not included local government debts 

Public Debt Management :

• incur debt through loans or guarantees

• debt repayment

• debt restructuring 

• other activities involving public debt

Legal Framework
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80% of Principal Repayment 
Expenditure

Borrowing Ceiling to Finance Budget Deficit

20% of Annual Budget

Ceiling for Government Guaranteed + Borrowing for THB On lending

Borrowing Ceiling to promote Economic and Social Development

A

B

20% of Annual Budget

10% of Annual Budget

C

- Enable government’s long-term investment project

- Borrow in foreign currency and have import content 

(avoid crowding out and FX neutral) 

- Or borrow in THB if domestic market allowed   

- Support SOEs Investment Project 

Public Debt Management Act is the MAIN borrowing framework 
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Public Debt Management Act

• Shall be made for the purpose of economies, minimising
foreign exchange risk, or diversifying debt repayment burden.

• Shall raise loan for repayment debt incurred by MOF in an 

amount of not exceeding the outstanding debt

• Shall raise loan for repayment debt incurred by MOF 
guarantee in an amount of not exceeding the guaranteed 
debt

• In case the amount of public debt which will be restructured 
is large and MOF considers that it is not appropriate to 
restructure in one time, MOF is able to restructure the debt 12 
months in advance before the due date. 

• The proceeds from the advanced debt restructuring shall be 
transferred to the Debt Restructuring and Bond Market 
Development Fund

Public Debt Restructuring
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Public Debt management act

Debt Restructuring Methods

MOF shall have the power to restructure public debt 
by means of:

 Refinancing the existing debt

 Repayment of debt before the repayment period

 Extending or shortening repayment period

 Roll over

 Buy back  

 Redeeming government debt instrument, or 

 Undertaking any financial transaction which is 
beneficial to public  debt restructuring specified in 
the Ministerial Regulation

13



Government, under parliament’s approval and public awareness, 

can issue the emergency decrees to maintain economic stability and stimulate economy

Emergency Decree authorizing the MOF to Secure 
Loans for Economic Restoration and Development 

Fund B.E. 2541 (A.D. 1998) 500 billion THB

Emergency Decree authorizing the MOF to Secure 
Loans for Restoring and Strengthening the Financial 
Institutions System Development B.E. 2541 (A.D. 1998) 

300 billion THB

Emergency Decree authorizing the MOF to Secure 
Loans for  Strengthening  and Developing the 

Financial Institutions System Phase II B.E. 2545 

(A.D. 2002) 780 billion THB

Emergency Decree authorizing the MOF to Secure 
Loans for Restoring and Strengthening  Economic 

Security B.E. 2552 (A.D. 2009) 

400 billion THB

Water Resource Management and Country 
Development Decree B.E. 2555 (A.D. 2012) 

350 billion THB

Disaster Insurance Fund Decree B.E. 2555   
(A.D. 2012) 

50 billion THB 14



Sustainability Framework

Public Debt/GDP:  <60%

Principal and Interest Payment/Budget Expenditure:  < 15%

Investment Expenditure/Budget Expenditure:  > 25%

15



Public Debt Management Plan 

& 

Borrowing Instruments
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SOE/Government agency borrowing plan 

approval procedure

SOE initiates 

Borrowing 

Plan/Project

Ministry

or EIA’s 

Approval

NESDB’s 

Approval

Cabinet’s 

Approval

SOEs 

Borrowing 

Plan/Project

Submission

Budget Bureau 

and MOF 

Evaluation

NESDB’s 

Approval of 

SOE 

Investment 

Budget

Cabinet’s 

Approval of 

SOE 

Investment 

Budget

SOE 

borrows 

within 

the 

approved 

budget 

PDMO 

submits 

Plan for 

Cabinet’s 

Approval

Cabinet’s 

Approval of 

Borrowing 

Plan/Project

SOE’s interim 

submission of 

Borrowing Plan/Project 

Ask for Comments

SOE’s Initiative

Other Agencies’s

Initiative
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Public Debt Management Plan

Submit borrowing 

and debt 

management plan

Information and analytical support to assess 

feasibility and Socio-Macroeconomic benefit of 

the project

SOE Govt Agency BOT NESDB SEPOFPO PDMOBB

PDMO

Project Loan and Debt Management Evaluation and 

Assessment 

Working Group

Public Debt Management Plan Evaluation and Assessment and Project 

Loan Implementation  

Sub-Committee

Public Debt Management Policy and 

Supervisory

Committee

Cabinet Review and Approval

May-June

July

August

September

PDMO Director-General

Deputy Permanent Secretary

Finance Minister

CGD

January-March
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Government Borrowing Plan in FY2015 (2nd Revision on March 5th , 2015)

Ceiling : 515.00 bn THB 

Ceiling : 44.56 bn THB

A

Unit : Billion THBBorrowing Ceiling up to 20% of Annual Budget
To undertake Guaranteed + THB On lending

Borrowing Ceiling up to 10% of Annual Budget
To promote Economic and Social Development

Ceiling : 257.50 bn THB

B

Estimated Plan : 250.00 bn THB

Estimated Plan : 369.77 bn THB

Ceiling : 515.00 bn THB

Legal 

Framework

Ceiling

Amount

Planned

Amount

Leftover
Amount

A 559.56 250.00 309.56

B 515.00 369.77 145.23

C 257.50 129.99 127.51

Total 1,332.06 749.76 582.30

C

Borrowing Ceiling up to 20% of Annual Budget 
to Finance Budget Deficit

Borrowing Ceiling up to 80% of Principal
Repayment Exp. To Finance Budget Deficit

A

*The 2nd revised borrowing plan was increased in the amount of 60.38 billion THB
(from 1.537 trillion Baht to 1.597 trillion Baht)

FY 2015 Annual Budget Expenditure
(2.575 trillion THB)

FY 2015 Principal Repayment Budget
(55.70 billion THB)

19



Total borrowing and restructuring plan in FY2015

Unit: million THB

Items Domestic External Total
1. New Borrowing Plan 371,048.44 129,991.73 501,040.17

Government 302,636.55 129,991.73 432,628.28
1.1 Budget Deficit Financing 250,000.00 - 250,000.00
1.2 Thai Baht loan to substitute DPL loan - 62,700.00 62,700.00
1.3 Borrowing to finance Insurance Fund 2,500.00 - 2,500.00
1.4 On-lending 50,136.55 67,291.73 117,428.28
SOEs 68,411.89 - 68,411.89

2. Debt Restructuring Plan 848,939.08 - 848,939.08
2.1 Government 571,226.50 - 571,226.50
2.2 SOEs 277,712.59 - 277,712.59

3. Risk Management Plan - 76,048.10 76,048.10
3.1 Government - 31,726.50 31,726.50
3.2 SOEs - 44,321.60 44,321.60

4. SOEs (not required Cabinet approval) 84,088.16 57,420.79 141,508.95
4.1 New Borrowing Plan 45,530.00 9,608.45 55,138.45
4.2 Debt Management 38,558.16 47,812.34 86,370.50
5. Other Government Agency (not required Cabinet approval) 30,000.00 - 30,000.00
New Borrowing Plan (The Energy Fund Administration Institute "EFAI") 30,000.00 - 30,000.00

Total 1. to 5. 1,334,075.68 263,460.62 1,597,536.30

Total New Borrowing (1. + 4.1 + 5) 446,578.44 139,600.18 586,178.62

Public debt management plan  for FY 2015 (2nd Revision on  March 5th , 2015)
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Government Financing Instruments

($USD, Euro, Yen, Yuan,…)
Last issuance in 2006

5-10-15-30-50 yrs.

Inflation-Linked Bond (ILB), 
Amortized Bond (LBA)

Benchmark Bond

Innovation Bonds

Saving Bond

Promissory Note (PN)/

R-Bill

Treasury Bill (T-Bill)

Foreign Currency Bond 
(FX bond)

• Main Government’s  financing instrument (5-50 yrs)

• Building the benchmark yield curve for SOEs and 

private sectors

• Building liquidity in secondary market

• Create alternative option for investment and 

broaden investors base

• Suitable financing instrument for government 

mega-project investment

• Promote private saving (3-10 yrs)

• Sustainable Government financing instrument

• For restructuring debt (refinancing ST debt and 

prepayment)

• Cash Management for the mismatch of Gov’t 

revenue and expenditure (1, 3 and 6 months)

• In case of tight liquidity

• Absorb the gov’t mega-project investment (import 

content)

• Prevent the crowding out effect 

Term-Loan (Bank loan)

Long-Term Securities

• Correspond with project disbursement which 

depend on progress of implementation

Instruments Short-Term Securities

21



Appropriate Borrowing Instruments Analyze

PROS

Term Loan

• P/N

INTERNAL

CONS

• The interest rate is higher than that of 
bonds and P/N

• Limit and term funding cost depend on 
bank liquidity

Suit with the situation that country has 
high liquidity.

Affect market liquidity. 
Cause crowding out effect.

• P/N

• Enable  country to disburse gradually  as 
the project progresses.

• Flexible prepayment
• The process  takes shorter time than that 

of bonds

• The interest rate is often lower than for  
other internal tools

• Medium to long-dated tenors

• Bullet / amortizing structures available
• Allows issuer to lock-in fixed rate 
• Cash flow matching with domestic assets
• Supporting the development of domestic 

bond market

Government 
Bond, 
SOE Bond

P/N • Flexible prepayment + Transferable

Term funding cost is lower than that of 
Term Loan

• The process  takes shorter time than that of 
bonds

• Repayment may mismatch with 
disbursement

Affecting market liquidity. 
Causing the crowding out effect.

• Relatively limited size / liquidity
• Term funding cost likely to exceed 

cost of shorter-dated amortizing loans
• Investor base largely constrained 

domestically
• Repayment may mismatch with 

disbursement
• Limited international visibility
• More complicated amendment process

22



Appropriate Borrowing Instruments Analyze

PROS

Loan

EXTERNAL

CONS
Suit with the situation that country has 

tight liquidity.

• Largest sizing / liquidity
• Longer tenors available
• Establishing benchmark
• Bullet / amortizing structures available
• Funding sources risk can be distributed

Competitive pricing due to broader and
deepest investor base

• Allows issuer to lock-in fixed rate funding cost
• Building credit and profile to quality

global fixed income investors

Visibility in the international financial community

• Absorb the gov’t mega-project investment 
(import content)

• Repayment may mismatch with 
disbursement

• Fund Flow may make pressure to 
value of money 

• Term funding cost likely to exceed cost 
of loans 

• Negative carry ahead of capital / project 
expenditure and refinancing

• More complicated amendment process

• Enable  country to disburse gradually  as the 
project progresses.

• Considerable flexibility to amend terms at a 
later date to accommodate changes in strategy 
/ financial policies

• Flexible prepayment / Soft Loan
• Attractive pricing
• The existence of Project Evaluation.

International 
Bond

Risk exposure management is 
A necessity

• Taking 18 months to proceed
• Relatively limited size / liquidity
• Shorter tenor
• Investor base constrained to banks
• Generally more restrictive with 

maintenance-based covenants
• Amortizing maturity profile
• Cannot manage risk immediately  

Difficult to estimate term funding cost 
• Fund Flow may make pressure to 

value of money
• Exchange Rate Risk
• Loan fee

23



Process of Thailand Debt Issuance 

The Committee for Financing and
Managing Budget Deficit hosted by PDMO
to determine type and issuing amount of
Government Debt in each quarter

The Thai Ministry 

of Finance (MOF) ’s 
Notification
for issuing LB / TB

To issue Loan Bonds/
Treasury Bills (LB/TB) in
primary market by auction

Submit the proposal to “The 
Public Debt Management 
Policy and Supervisory 
Committee Meeting”

Submit debt  issuance for  each lot to 
Deputy Permanent Secretary for approval
on behalf of Ministry of Finance

Process of Domestic Debt Issuance

Inform The Secretariat of
the Cabinet to publish
MOF’s Notification in
Government Gazette

Inform auction schedule 
to investor via Web site

Inform BOT as a Fiscal Agent
and registrar to facilitate
the auction process 

To issue Saving Bonds
(SB) for retail investors

MOF’s Notification
for issuing SB

Inform selling schedule 
to public via Web site 

Inform authorized bank as a 
distributor+BOT as a registrar

Prepare Debt Management
Proposal for next fiscal 
budgetary  year

Submit the Proposal
to the Cabinet for 

approval

To issue Promissory Note
(P/N) for FI by auction

MOF’s Notification
for issuing P/N

Inform FI auction schedule

Inform The Secretariat of  
the Cabinet to publish 
MOF’s Notification in 
Government Gazette

MOF’s Notification for reporting financing LB/TB/SB/PN
In Government Gazette

Auction Process
facilitated by BOT

Announce the auction result

Publish MOF’s Notification
in Government Gazette
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Process of Thailand Domestic Bond Issuance 

Issuer

Multiple Price Auction

Bidders

* Others institution investors who have accounts with BOT

Clearing / settlement

Government

Dealers 
(PDs)

Dealers
(Non PDs)

Others*

Investors

BOT

Registrar 
Govt. bond

Primary Market Transaction Flow 

25
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Process of Thailand Domestic Bond Issuance 

Investors / Dealers

Pre-trade Post-trade

Telephone

ETP  (FIRST)

OTC AOM
Operated by BEX

SRO

ThaiBMA

Report
BOT

Corp. /Govt. Bond
Clearing /Settlement

Registrar 
Govt. Bond

SEC

Report

Dealers

(D2D,D2C,IDB)

(D2D,D2C,IDB)

Secondary Market Transaction Flow 

26
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Process of Thailand Domestic Bond Issuance 

27

SOE Bonds

The Thai Ministry of Finance (MOF )
approves of issuing bonds

Financial institutions /
Banks

Public Debt Management Office (PDMO) and SOE consider the terms and condition with the institutions

Prospectus

Comparing of Term funding cost + Choosing the institution which offered the best conditions

Loaning



1. Favourable Terms and Conditions 

- High ratio of capital investment with long tenure 

(15 – 40 years)

- Grace period (5 – 10 years)

2. Know-how Transfer

- Knowledge and Technology transfer

- Technical assistant project and expertise

3. Match Nature of Project and Diversified Sources
- Mega or long term project (10-30 years)

- Imported contents 

- Avoid crowding out effect

- Reserve budget for other loans

Who are the main sources of Thailand’s external borrowing?

external borrowing criteria

28



ATM (Years) World Bank ADB JICA

6 2.37 2.39 General Preferential

10 2.51 2.43 3.60 2.40

13 3.06 2.78 3.78 2.58

16 3.42 3.14 3.89

18 3.48 3.30

As of 26 June 2015

The cost of external borrowing
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External borrowing procedure

National Economic and Social Development Plan

Government Agencies and SOEs

NESDB

Cabinet

Ministry of Finance

Debt Management Policy 

and Monitoring Committee

PDMO - Secretariat

Formulate External Borrowing Plan

30



• Approach and request of Loan

• Propose the terms and condition of the loan for Cabinet approval

• Appointment of the loan negotiation team

• Report the result of loan negotiation and request for loan 

agreement or guarantee agreement signing

• Report on signing of the L/A and publish the notification of loan 

commitment in the Government Gazette

• Request the Office of Juridical Council to prepare the legal

opinion of the loan documents

• Effectiveness of the L/A

MOF after cabinet approval of external borrowing

31



External borrowing procedure

Borrowing Procedure  

Loan Request by 
the Thai Ministry 
of Finance (MOF )

ADB accept the

request 
(program/project 

loan) 

MOF and ADB 
consider terms & 

conditions for loan 
together

ADB send a Mission for 
doing the Policy Matrix

with MOF

MOF
submit the proposal

to the Cabinet

MOF proposes the terms 
and condition of the loan 

for Cabinet approval 

MOF and ADB accede to 
the contract1

2

MOF appoints the 
authority for 
disbursement

Public Debt 
Management Office 

(PDMO) informs ADB of 
disbursement and 

prepares for crucial 
documents

PDMO disburses 
through Bank of 

Thailand

Disbursement Procedure  
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External borrowing procedure

Loan Request to The Government of Japan (GOJ) by MOF

Embassy of Japan in Thailand

JICA collects project information

JICA makes a project evaluation 

GOJ officially makes an announcement of lending   

Contract negotiation

Sign the contract

The Contract takes effect

Propose the terms & condition of the loan for Cabinet approval

GOJ

Processing times : 1-2 years

The Thai Ministry of Finance (MOF) submits
the proposal for loan negotiation to the Cabinet

33



Bond Financing Spectrum
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International Bond

There are numerous structural, diversification and tenor benefits of an international bond transaction.

Locks-in long-term capital to refinance or to meet funding 
requirements
 Maximizes tenor by issuing bonds with tenors of up to 10-years in 

the case of sub Investment Grade issuers, or perpetual / 30-years 
in the case of Investment Grade issuers, including sovereign 
issuers

 Features bullet repayment (no amortization payments necessary)

– Term out short-term debt

– Excellent alternative to address funding requirements

 Relieves issuers of short-term funding pressure and preserves 
capital in the near-term for working capital and / or budgetary 
requirements

Competitive funding rates
 All-in funding costs remain in the vicinity of historical lows, 

despite recent global market volatility (technical bid)

Diversifies investor base
 Provides outstanding diversification benefits to issuers and 

allows issuers to preserve remaining domestic bank lines

 Reduces reliance on bank loans or multilateral funding moving 
forward

Establishes benchmark and lays the groundwork for future 
issuances in the international capital markets
 Introduces issuer as a market-savvy international borrower with 

a US$ benchmark trading in the secondary market

 Opens another medium for financing – after inaugural bond is 
issued, follow-on bond issues can be executed in a fairly 
straightforward manner

Incurrence based, flexible covenants / terms and conditions
 Unlike bank-driven financing transactions, features incurrence-

based covenants or terms and conditions

 Typically more lenient compared to bank loans

 Permanent financing for acquisitions

Introduces credit and profile to quality global fixed income 
investors
 Addresses key markets and broadest audience to maximize 

momentum and price tension

 Positions the issuer favorably with fixed income investors 
globally
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Choice of Bond Offering Format

36



MTN Program vs. Standalone Bond Issuance
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Choice of MTN Documentation Format

Different MTN documentation formats allow for distribution to institutional and retail investors globally. 

38



Third Party Fees for the Proposed Issuance 

The below estimated issuance expenses are subject to discussions between the Issuer and  
the relevant third party service providers. 

39



Parties to a Deal The Documentation2 The Process31

Flow Chart

Anatomy of an International Bond Offering

40



Anatomy of an International Bond Offering : Key Working Groups

Parties to a Deal The Documentation2 The Process31
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Parties to a Deal The Documentation2 The Process31

Anatomy of an International Bond Offering : Scope of Work

42



Parties to a Deal The Documentation2 The Process3

The typical international bond execution process takes approximately

7 – 8 weeks to the start of the roadshow. 

1



Parties to a Deal The Documentation2 The Process31

Adequate due diligence and investor disclosure is critical for the protection 
of the issuer, investors and the Lead Managers.

44



Parties to a Deal The Documentation2 The Process31

The Offering Circular or Program Document 

(and subsequent pricing term sheet or pricing supplement)

The roadshow presentation form the base marketing materials for the bond transaction. 
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Parties to a Deal The Documentation2 The Process31

Auditor's Letters (for corporate offerings) and Legal Opinions must be put in place as well.

Documentation will need to be negotiated between the issuer and 
all third parties involved.

46



Parties to a Deal The Documentation2 The Process31

What is a Credit Rating?
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Parties to a Deal1 The Documentation2 The Process
3

Fixed Income Syndicate

Fixed income syndicate is the pivot point between an issuer, investors 

globally and sales and trading

48



Parties to a Deal1 The Documentation2 The Process3

Comprehensive Global Investor Roadshow 
(for a 144A / Regulation S Bond Offering)

49



Parties to a Deal1 The Documentation2 The Process3

Global Institutional Fixed Income Investor-base
(for a 144A / Regulation S Bond Offering)

50



Parties to a Deal1 The Documentation2 The Process3

After a new issue is announced, the bookbuilding process begins together 

with the commencement of investor marketing.

Bookbuilding Process

51



Parties to a Deal1 The Documentation2 The Process3

Following completion of transaction preparation, the transaction 

will be officially announced, market conditions permitting.

Announcement

• A new issue is said to be announced when the Lead Managers officially communicate the transaction to the market

• Messages to investors will be sent via sales forces globally

• The Lead Managers will decide, together with the issuer, on the degree details such as size, tenor and price guidance are 
disclosed to the market

52



Parties to a Deal1 The Documentation2 The Process3

Intraday Deal Execution 
(for a 144A / Regulation S Bond Offering)



Parties to a Deal1 The Documentation2 The Process3

Ownership of a bond can be transferred from one party to another in the secondary market. Bid / offer 
prices indicate where an investor is willing to buy / sell a particular instrument.

Secondary Market Trading

Bonds are negotiable certificates that represent
the indebtedness of the issuer



Parties to a Deal1 The Documentation2 The Process
3

Bond Pricing Basics

Price, yield and spread are important measures in bond pricing analysis.
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Cultivating a Fixed Income Investor Base

Fixed Income Marketing Best Practices

A consistent and thorough fixed income investor marketing platform should be a core component of the strategy of an 
issuer to improve the performance of its outstanding bonds in the secondary market and further expand its investor base.

56



Fixed Income Marketing Best Practices (cont’d)
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Domestic Thailand Bond Market Development
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43 YR LCY = 4.14%



Equilibrium of Domestic Bond Market

60
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• The largest government bond holder is a group 

of long-term investors namely government 

organization, social security office and life 

insurance company.

• The non-resident (NR) portion is around 17%

of total government bond holding.

Government’s bonds are held by a wide group of investors which support 

stability in government portfolio

Source: BOT (April 2015) 
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Relatively moderate share of NR holding in GOVT bond 
(643.7 bilTHB or 16.50% of total of GOVT bond holding)

GOV,BOT and SOEs, 
including Social 
Security Office

23.54%

Life Insurance 
Company

21.23%

Non-depository 
Financial Institution

8.39%

Mutual Fund
1.78%

Secerities Firm
0.02%

Non residents
17.08%

Depository 
Corporations

13.55%

Government pension 
fund

8.89%

Household&Non 
profit Institution 

Serving Household
4.79%

Other Non Financial 
Corporations

0.73%



64



Domestic Bond Market has Developed Rapidly and Efficiently
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Bond Market Development during 1998-2004

Domestic Bond Market Development Committee 

 Task Force: solving problems in

 Primary Market

 Secondary Market

 Clearing and Settlement System

 Taxation on Debt Instrument Transaction

 Bond Market Information

 Market Convention and Code of Conduct

 Debt Management Office

 Private Repo Market

 Composition:

 MOF 
 BOT
 SEC
 Thai BDC
 Commercial    

Banks

The establishment of Public Debt Management Office (1 Oct 99)

1st Domestic Bond Market Development Plan (2001-2004)

66



Bond Market Development during 1998-2004

1st Domestic Bond Market Development Plan

 Objectives

- To stabilise the overall financial market and economy

- To provide alternative channel and instruments for public 

and private sectors in order to reduce risk and cost of fund

mobilisation and investment

- To create efficient channel for liquidity management

 Strategic goals

- To increase efficiency of government securities issuance

- To increase liquidity in secondary market

- To diversify debt instrument products

- To reduce investment risk

- To develop market information

- To diversify investor base for government funding and create  

efficient investment channel for investor 
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2nd Domestic Bond Market Development Plan 
(2005-2014)

GOALS

To promote bond market to gain 

the market capitalisation close to GDP 

To increase the share of foreign issuers and 

investors to be not less than 5% of total 

outstanding value
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2nd Domestic Bond Market Development Plan 
(2005-2014)

Strategies

Primary Market Development

Secondary Market Development

Market Infrastructure Development

IT and HR Development
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Thai Bond Market Development

Secondary Market Development

 Set up Central Clearing & 

Settlement Securities 

Depository 

 Set up Collateral Management

Unit & Bond Lending Unit

 Promoted repo market 

 Developed OTC interest 

rate derivative market

 Increase efficiency of market 

maker through PDs system 

improvement

Primary Market Development

 Issued regular benchmark bonds 

with 5 and 10 years maturity to 

create a reliable yield curves

 Expanded issuer base by 

allowing Foreign Entities (IFIs, FGs 

& MNCs) to issue Baht-

denominated bonds in Thailand

 Issued saving bonds regularly 

 Local government bond market 

development

 Improvement of government  

bond distribution system

70



Thai Bond Market Development

IT and HR Development

 Established ThaiMBA as a 

Self Regulatory Organisation

and data information centre

 Acted as bond pricing agency

 Provided market information 

and understanding to foreign 

participants

 Provided knowledge about 

bond market to interested 

public 

 Develop traders, market 

analysts & product designers 

Market Infrastructure Development

 Removed tax obstacle

- waived withholding tax for 

NR investors

- waived SPV income tax for 

securitisation transactions 

 Develop bond futures market

 Develop credit ratings service

 Revision of related regulations

and laws

- 3 years shelf filing   

 Securitisation promotion
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30

45YR LCY = 4.14%

Then, from 30 yr to 50 yr in 2011 

Extending YC from 20 yr to 30 yr in 2008

50

Developing Benchmark Yield Curve

Previous (FY2007) - Only had 7 and 10 yr as benchmark bond

FY2008 - Now 5, 10, 15, 20, 30 and 50 as benchmark bond 

 By spreading benchmark 

issues across popular

standard maturities we can

build benchmark bond yield

curve

 Use as benchmarks for the 

pricing of other financial 

instruments

 Provide valuable info. 

about  market expectations 
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Key Success Indicators
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What are initial criteria?
Pubic Debt Management Office, Ministry of Finance

What are the benefit to issuers and bond market?
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Baht-Denominated Bond in Thailand
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Baht-denominated Bond in Thailand (Baht Bond)

Effect  to Thai 
Corporate
Issuers

Bond Market 
Development

More  
variety of 
domestic 

bonds
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Outstanding of Baht Bond (as of June, 2015) 85,574 THB mil.
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Eligible Applicants for Baht Bond
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The Relaxation on Eligible Thai Baht-denominated bonds
and debentures applicants

IFIs

Credit Guarantee and Investment Facility
(CGIF)

Issuer’s Government Guarantee

Special Purpose Vehicle
(SPV)

InternationalCreditRating
(S&P’s, Moody’s, Fitch)

Local Credit Rating
[Investment Grade]

2004

2006

2011

2012

2013

1

2

3

4

The beginning of Baht Bond

Relaxation     

Total
9,590 mln.

Proportion Guarantee : Guarantor/Issuer Rating 2014 5

Relaxation     

Relaxation     

Relaxation     

Relaxation     

CLMV :2014 6Relaxation     

(i) International Bank for Reconstruction and 
Development (IBRD)

(ii)  Asian Development Bank (ADB)

(iii) Japan Bank for International Cooperation (JBIC)

CITI CABEI CARGILL CBA DB

EBI HANA IBK ING KDB

KEXIM KfW SEK WOORI

No issuance

LAO PDR (3 times)
(MOF)

3Y (1,2,3) 3,728 mln.
5Y (2,3)    4,396 mln.

7Y (3)        1,466 mln.

Noble (Hong Kong) 3Y          2,850 mln.

Permit granted 
but No issuance

EDL-Gen 5Y 1,500 mln.
7Y     2,000 mln.

10Y     3,000  mln.            
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Rules & Regulations of Baht Bond
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Timeline For Baht Bond Application Process
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Criteria of The Consideration

86



“THE LETTER OF APPLICATION” must include…

87



The Requirements Under the Notification of 
Ministry of Finance
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Steps to be done at Securities and Exchange Commission (SEC)
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Steps to be done at Bank of Thailand (BOT)
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Sovereign Credit Rating
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Basic Definitions
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What a Rating Is and Is Not
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Rating Notations
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Why Sovereign Ratings Matter ?
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Overview of the Major Rating Agencies
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Case Study: Moody’s Sovereign Rating Methodology
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Key Indicators Used by the Rating Agencies for Sovereign Ratings

98




