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February 5, 2020 

BoT cuts key rate by 25 bps to 1.00% 

• The Bank of Thailand's Monetary Policy Committee, 
voted unanimously to cut the one-day repurchase 
rate by 25 bps to a fresh record low of 1.00% this 
afternoon. The move marked the third reduction in the 
policy interest rate since August 2019. 

• The Committee expressed increasing concerns over 
the economy, describing growth outlook as worse 
than previously assessed and further below potential. 
Key headwinds being cited were the outbreak of the 
novel coronavirus, the uncertainty related to annual 
budget timeframe, as well as drought conditions. On 
inflation, the MPC judged that headline prices would 
average below the lower bound of the policy target of 
1% for both 2020 and 2021 due to the setback of 
energy costs as well as sluggish domestic demand.     

• The baht weakened to around 31.25 after the 
announcement before coming back to 31.13, roughly 
matching levels seen in the morning session. 
Analysts had been split as to whether the MPC would 
act this time or wait until March. Yields continue to 
decline even as, from the trading perspective, the rate 
cut was fully priced. Year-to-date, the Thai currency 
has reversed almost half of last year’s gains to 
become Asia’s worst performer, down by 3.9% in light 
of faltering tourism due to the virus outbreak and as 
the potential delay in budget disbursement further 
hurts confidence. The Committee noted that despite 
recent depreciation relative to currencies of trade 
partners, the baht’s value may not reflect economic 
fundamentals still. Accordingly, foreign exchange and 
capital movements will continue to deserve close 
monitoring.  

• The MPC next meets on Mar 25. The overall tone of 
policy language was clearly dovish. The decisive 
entry to an unexplored territory, in our view, paves the 
way for further cuts if conditions deteriorate although 
we remain skeptical of the growth-spurring effect from 
today’s supposedly symbolic helping hand. 
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This report has been prepared by The Bank of Ayudhya Public Company Limited, (A member of MUFG, a global financial group), (the “Bank”), for general distribution. It is 
only available for distribution under such circumstances as may be permitted by applicable law and is not intended for use by any person in any jurisdiction which restricts 
the distribution of this report. The Bank and/or any person connected with it may make use of or may act upon the information contained in this report prior to the 
publication of this report to its customers. Neither the information nor the opinion expressed herein constitute or are to be construed as an offer or solicitation to buy or sell 
deposits, securities, futures, options or any other financial products. This report has been prepared solely for informational purpose and does not attempt to address the 
specific needs, financial situation or investment objectives of any specific recipient. This report is based on information from sources deemed to be reliable but is not 
guaranteed to be accurate and should not be regarded as a substitute for the exercise of the recipient’s own judgment. This report is based upon the analysts’ own views, 
therefore does not reflect the Bank’s official views. Historical performance does not guarantee future performance. The Bank and/or its directors, officers, and employees, 
from time to time, may have interest and/or underwriting commitment in the relevant securities mentioned herein or related instruments and/or may have a position or 
holding in such securities or related instruments as a result of engaging in such transactions. Furthermore, the Bank may have or have had a relationship with or may 
provide or have provided corporate finance or other services to any company mentioned herein. All views herein (including any statements and forecasts) are subject to 
change without notice and none of the Bank, its head office, branches, subsidiaries and affiliates is under any obligation to update this report. The information contained 
herein has been obtained from sources the Bank believed to be reliable but the Bank does not make any representation or warranty nor accept any responsibility or liability 
as to its accuracy, timeliness, suitability, completeness or correctness. The Bank, its head office, branches, subsidiaries and affiliates and the information providers accept 
no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this report. The Bank retains copyright to this report and no part of this 
report may be reproduced or re-distributed without the written permission of the Bank. The Bank expressly prohibits the distribution or re-distribution of this report to Private 
Customers, via the Internet or otherwise and the Bank, its head office, branches, subsidiaries or affiliates accepts no liability whatsoever to any third parties resulting from 
such distribution or re-distribution. 
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