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ANALYSIS

Hopeful outlook
for debt relief plan

Industry leaders praised the latest plan to address household
borrowing, but much work is still required, write Wichit
Chantanusornsiri, Phusadee Arunmas and Kanana
Katharangsiporn

WG

qanmiuk

hailand is grappling with a debt chal-

lenge that spans the public, business

and household sectors — a struc-

tural vulnerability that weighs on the

country’s economic growth and finan-
cial stability.

Public debt tallied 64.8% of GDP as of Septem-
ber, while business sector debt hovered around
83.2% of GDP in the first quarter.

Most concerning is household debt, which
has surged past 16 trillion baht, more than 80%
of GDP, eroding consumer spending — the
main engine of Thailand's growth — and pres-
suring millions of families vulnerable to finan-
cial hardship.

RECENT RESPONSE
To address this crisis, the economic cabinet
chaired by Prime Minister Anutin Charnvira-
kul last week approved a debt resolution plan
targeting small-scale borrowers.

Under the scheme, non-performing loans _
(NPLs) of less than 100,000 baht can be trans-
ferred to state-owned asset management com- ]
panies (AMCs), namely Ari AMC and Sukhumvit _ ]
Asset Management (SAM). S —

These debts span 4.76 million NPL accounts A woman walks past an ad for informal loans.
held by around 3.5 million people, with total ~WEERAWONG WONGPREEDEETT
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borrowers, they have acted like steroids or temporary accounts worth 18.8 billion baht from state-

owned financial institutions. The remainder is

stimulants — providing short-term relief but weakening mainly from non-banklenders and is the focus
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address Thailand’s chronic debt problem,
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aiman, [nai bankers Association the issue is uncertain.

STEP IN THE RIGHT DIRECTION

Kanjana Chockpisansin, head of banking and
financial research at Kasikorn Research Center
(K-Research), said household debt surpass-
ing 60% of GDP typically weakens consumer
spending as households have to allocate a
chunk of their income to servicing debt rather
than consumption.

“Thailand's household debt now exceeds 80%
of GDP, posing a growing risk to both economic
and financial stability,” she said.

“If the government’s new debt relief pro-
gramme is implemented effectively, it could
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[NCBJ. If the programme can address half of
retail borrowers’ NPLs, that would be significant.
I think it is a good start.”

Ms Kanjana said the initial transfer of NPLs

Public debt to GDP: Business sector Household debt to from: banks and finanicial instiations to AMCs
6 4 8 0/ debt to GDP GDP (Q1/2025): could be completed within four months, inline
Q70 (Q1/2025): with the Anutin government'’s 120-day tenure,

(as of September Py equivalent to However, she cautioned details such as the
2025) 8 3_ 2 /0 pricing of bad debts purchased by AMCs from

87.4% of GDP financial institutions ax}d their debt collection
models need to be monitored to ensure the pro-
Household debt breakdown gramme is implemented successfully.
For real estate BANKS BACK MODEL
Payong Srivanich, chairman of the Thai Bank-
ers’ Association (TBA), said AMCs should apply
for membership with the NCB to enhance the
efficiency of the government's new debt resolu-
tion scheme.

Many AMCs are not members of the NCB,
meaning the integration of credit data within
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purposes

Remainder for other loans

the debt ecosystem remains incomplete.
Overdue loans as a percentage of total loans Borrowers whose NPLs were transferred to

AMCs may face difficulties in accessing new

) loans from banks, he said.
8 70/ } Non-performing loans The TBA supports the AMC mechanism, as
. 0 (over 90 days past due) the scheme is expected to strengthen Thailand’s
household debt management, said Mr Payong.
: : The targeted approach using AMCs and
4 250/ } SRecil mefton (galrs collaboration among relevant parties should
- ° (30-90 days past due) address the debt problem more effectively,

he said.
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and the banking sector are committed to tack-
ling debt issues in a sustainable and ongoing
manner, rather than solely using short-term
campaigns, said Mr Payong.

The new scheme is expected to deliver better
results by helping vulnerable borrowers exit the
NPL cycle and return to good financial standing.

“Although several debt relief measures have
been implemented to ease the burden on vul-
nerable borrowers, they have acted like steroids
or temporary stimulants — providing short-term
relief but weakening borrowers’ long-term
repayment discipline. As a result, many in this
fragile segmenthave yet to escape the debt trap,”
he said.

Mr Payong said joint venture AMCs (JV-
AMCs) are another effective tool to mitigate
the country’s household debt problem. The
establishment of JV-AMCs depends on each
bank's NPL management strategy and sup-
ports NPL transfers to state-owned AMCs under

Continued on Page 2

Financial literacy
seen as critical

the government’s new debt solution
scheme, he said.

Three TV-AMCs are in operation: JK
AMC, Ari AMC, and Arun AMC. JK AMC

is a partnership between Kasikornbank
(KBank) and JMT Network Services,
while Arun AMC is a collaboration
between KBank and Bangkok Com-
mercial Asset Management (BAM). Ari
AMC is a joint venture between BAM
and Government Savings Bank.

WARM WELCOME

The private sector welcomed the
government'’s debt plan as a practi-
cal measure to help shore up con-
sumer spending.

Kriengkrai Thiennukul, chairman of
the Federation of Thai Industries, said
the government is on the right path to
addressing economic challenges as the
debt resolution scheme has the poten-
tial to restore weak consumer purchas-
ing power.

“Tackling debt problems must be
among the government's top priorities,”
said Mr Kriengkrai.

He expressed optimism about the
plan because it would help banks
better manage their NPLs while easing
the financial burden of millions of indi-

vidual borrowers.

“These households are struggling to
make ends meet because their income
is lower than their expenses,” said
Mr Kriengkrai.

“Some are also blacklisted by the
NCB, preventing them from securing

additional loans to address their liquid-
ity problems.”

However, he said the government
should assist these borrowers on a
case-by-case basis to ensure the pro-
gramme truly benefits those facing
financial hardship.

In the automotive sector, NPLs are
often cited as a reason why banks and
car financing companies are reluctant
to extend loans to prospective buyers,
resulting in slower car sales and added
pressure on the livelihoods of peoplein
businesses that rely on pickups.

Mr Kriengkrai said the debt resolu-
tion programme and government stim-
ulus measures should lift GDP growth
in the final quarter of the year above the
FTI's earlier projection of 0.3%.

The debt scheme is part of Mr Anu-
tin's “Quick Big Win" policy, which
focuses on immediate, high-impact,
and broad-based measures to address
economic problems.

BALANCED APPROACH
Visit Limlurcha, president of the
Thai Future Food Trade Association,
described the plan as awell-crafted ini-
tiative aimed at addressing the needs of
vulnerable groups.

He said by focusing on small-scale
borrowers with total debt of less than
100,000 baht classified as NPLs with-

Workers steer a
pushcart laden with
plastic goods on
their way from
Bangkok’s
Sampheng area to
the Ratchawong
intersection.
APICHART JINAKUL
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out collateral, including those excluded
from the formal credit system, the pro-
ject’s scale is appropriate — notso large
as to threaten economic stability, yet
substantial enough to make a meaning-
ful social impact.

The total debt involved represents
just 0.7% of GDP and does not pose a
risk to the country’s fiscal health, said
Mr Visit.

Using AMCs allows banks to offload
NPLs from their balance sheets, reduce
accumulated risk, and enables borrow-
ers to renegotiate repayment terms
under more flexible conditions.

“This initiative can genuinely help
borrowers while maintaining a balance
between compassion for those in need
and the country’s financial discipline,”
he said.

The scheme should free up addi-
tional capital, and although banks
may incur short-term losses through
debt haircuts, they stand to gain in the
long term as their financial stability

improves, said Mr Visit.

The initiative lowers the repayment
burden for participating borrowers,
leaving them with more disposable
income and helping them re-enter the
formal credit system.

While the programme’s economic
value may not directly stimulate growth,
he said it could enhance confidence
and lift the purchasing power of more
than 3 millionlow-income households,
generating positive medium-term
effects for the economy.

“The outcome should unlock existing
debt and create room for new lending
opportunities for both banks and con-
sumers,’ said Mr Visit.

%
2 4

He recommended the govern-
ment encourage participants to build
stronger financial discipline and pro-
vide financial counselling to prevent
them from falling back into debt.

In addition, Mr Visit proposed
establishing a “Second Chance Credit”
system for individuals who meet
repayment criteria, allowing them
to access limited new credit under
behavioural monitoring,.

The authorities should clearly com-
municate this is a targeted programme
aimed at a specific vulnerable group,
rather than a broad-based debt relief
policy, in order to maintain financial
discipline and trust in the system,
he said.

The initiative should evolve into a
comprehensive household debt reso-
lution framework, using data from the
programme to shape long-term policy,
regulate online lending, and promote
skills training to sustainably raise
household income, said Mr Visit,

NO IMMEDIATE BENEFITS

[ssara Boonyoung, chairman of the real
estate development committee of the
Thai Chamber of Commerce, said the
government debt scheme is unlikely to
effectively revive the residential prop-
erty market.

“As long as borrowers’ creditrecords
are not promptly updated after the gov-
ernment takes over their debts, they
will still be unable to obtain new home
loans,” he said.

In some cases, borrowers who fully
repaid their debts two years ago remain
ineligible for housing loans because
AMCs have yet to report their repay-
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A vendor seils vegetables from his cart, serving communities in and around

Bangkok's Silom area. APICHART JINAKUL

ment status to the NCB, said Mr Issara.

To address this issue, he urged the
establishment of effective data-shar-
ing mechanisms to ensure borrow-
ers’ credit records are updated in a
timely manner.

Mr Issara also proposed a “Debt
Warehouse” mechanism to tackle infor-
mal and high-interest debts, allowing
borrowers to refinance those liabilities
using a portion of the value of their
existing morigages.

Such a measure would help reduce
the interest burden and restore pur-
chasing power within the formal finan-
cial system, he said.

“When a homeowner has been
repaying a mortgage for four to five
years, but begins to struggle with other
debts such as credit cards, they should
be allowed to consolidate those debts
into their home loan,” said Mr Issara.

“This would give them access to
lower interest rates and ease their
financial strain during difficult eco-
nomic periods.”

In addition, he recommended the
government establish a mortgage
loan guarantee scheme by expanding
the role of the Thai Credit Guarantee
Corporation, guaranteeing a portion
of housing loans for small borrowers,
self-employed individuals, and those
rejected by banks.

ROOT CAUSES UNRESOLVED
While industry leaders praise the new
scheme, some economists warn that it
fails to tackle the root causes of Thai-
land’s household debt crisis.

Nonarit Bisonyabut, a research fellow
at Thailand Development Research
Institute, outlined two approaches
to tackling Thailand’s household
debt problem.

The firstapproach is to allow house-
hold debt to gradually decline ofits own
accord, as financial institutions tighten
lending among borrowers facing repay-
ment difficulties, thereby slowing the
pace of new debt accumulation.

Economic growth would be driven by
tourism and exports, eventually leading
toa natural reduction in the household
debt-to-GDP ratio.

According to Mr Nonarit's estimates,
Thailand’s household debt-to-GDP
ratio could gradually fall to a more sus-
tainable level of less than 80% within
3-b years.

This shift would help restore banks’
confidence in extending credit to
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retail borrowers, though this approach
would involve a painful adjustment as
the economy would likely experience
subdued growth during the deleverag-
ing period, he said.

The second approach is the gov-
ernment’s debt relief scheme, which
removes bad debt from the financial
system, enabling banks to resume lend-
ing to households more quickly and
injecting liquidity into the economy.

However, this strategy also carries
fiscal costs, which mustbe borne either
by the government or by financial insti-
tutions, said Mr Nonarit.

He said neither approach is tully
sustainable as both fail to address the
structural causes underlying the house-
hold debt problem.

“Thailand has one of the highest
levels of household debt in the world.
However, current measures fail to
address the fundamental question of
why we carry such a high debt burden,
yet we are not a wealthy nation,” said
Mr Nonarit.

The core issue pertains to a finan-
cial imbalance — fora country to accu-
mulate a large amount of debt, it must
first possess a well-developed finan-
cial system that provides broad access
to credit, a characteristic the Bank of
Thailand has excelled at promoting.

However, debt becomes problematic
when financial literacy does not keep
pace with financial access, he said.

Borrowed funds must be used
productively — for business, invest-
ment or self-improvement — rather
than purely for consumption. In
Thailand’s case, access to finance
has advanced faster than financial
literacy, leading many to borrow for
consumption or investments made
without adequate assessment of the
returns, said Mr Nonarit.

For instance, in the agricultural
sector many farmers take on debt with-
out carefully evaluating profitability,
resulting in widespread indebtedness.

“If this imbalance is not corrected,
the household debt problem will
remain unresolved,” he said.

Thailand’s financial system has
become increasingly imbalanced as
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access to credit has expanded too rap-
idly, said Mr Nonarit.

Non-banklenders such as Grab and
Shopee can easily extend credit, and the
imminent introduction of virtual banks
is expected to accelerate this trend.

Yet financial literacy continues to lag
behind, emphasising the importance
of strengthening responsible lending
practices, he said.

Roongkiat Ratanabanchuen, a
lecturer at Chulalongkorn Business
School's Department of Banking and
Finance, said without AMCs stepping
in to purchase retail debt from finan-
cial institutions, this debtwould remain
“frozen” within the banking system.

Banks often have little incentive to
restructure small-scale debts, as doing
so would require them to lower interest
rates and bear additional operational
costs, he said.

By transferring retail debt to AMCs
— even at discounted prices such as
30-50% of the original value — both
sides can benefit. AMCs can potentially
profit through effective debt manage-
ment, while banks take a loss on the sale
butrecover a portion of their funds and
free up balance sheet space.

Mr Roongkiat said the sustainability
of retail debt restructuring depends on
two critical factors: financial literacy,
particularly among grassroots bor-
rowers who often lack basic financial
understanding; and skills development,
as many retail barrowers’ abilities are
not aligned with the demands of the
modern economy, especially in areas
such as artificial intelligence and digi-
tal technology.

Thailand’s latest debt relief scheme
could relieve pressure on millions of
households and help banks reset their
balance sheets, but without reforms to
financial literacy, income growth and
responsible lending, Thailand risks
repeating the same cycle.

As analysts note, the plan represents
a good start, but the finish line is still
some distance away.

Wiriyapong, Somruedi Banchongdu-

I Additional reporting by Nareerat
ang and Lamonphet Apisitniran
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BoT extends scope of
joint venture effort

Non-banks now allowed to form asset management companies

Clip: Full Color

Headline: BoT extends scope of joint venture effort

SOMRUEDI BANCHONGDUANG

he Bank of Thailand has allowed

non-bank institutions to estab-
lish joint venture asset management
companies (JV-AMCs), expanding on
the previous policy that permitted only
banks to do so.

The amended conditions govern-
ing the establishment of TV-AMCs
were published in the Royal Gazette
on Thursday.

Under the revision, non-bank finan-
cial institutions are now permitted to
set up JV-AMCs, in addition to com-
mercial banks and specialised finan-
cial institutions, according to the cen-
tral bank.

Roong Mallikamas, deputy gov-
ernor for financial institution sta-
bility at the regulator, said in a

statement yesterday a two-year appli-
cation period was created to establish
JV-AMCs, with each venture allowed
to operate for up to 15 years.

“The central bank expects this
measure will provide financial institu-
tions with more options for managing
bad debts,” Ms Roong said. “We believe
this mechanism will help borrowers
restructure their debt, sustain their
livelihoods or business operations,
and support Thailand’s continued
economic recovery.”

The regulator introduced JV-AMCs
during the pandemic to assist vulner-
able borrowers in managing non-per-
forming loans (NPLs), extending it
after its expiration in 2024.

Krungthai Bank (KTB), the coun-
try’s second-largest lender by total
assets, plans to establish a JV-AMC
next year following the publication

The central bank
expects this
measure will
provide financial
institutions with
more options for
managing bad
debts, says Ms
Roong.

of the amended conditions in the
Rayal Gazeite, said president Payong
Srivanich.

“We have been studying the JV-AMC
framework and discussing potential
partnerships for some time,” he said.
“KTB intends to apply for a business
licence, with the JV-AMC expected to
be formed next year”’

KTB is reviewing details of the new
venture, including the types of loans
to be transferred, parmership arrange-
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ments and operational scope, said Mr
Payong,.

The JV-AMC is expected to manage
the bank’s secured NPLs, while unse-
cured debts may be transferred to
Sukhumvit Asset Management under
the government's new debt resolution
measures.

Mr Payong, who also serves as chair-
man of the Thai Bankers’ Association,

said the association supports the gov-
ernment’s new debt resolution pro-
gramme targeting small borrowers
with total credit lines below 100,000
baht each. The initiative will rely
heavily on AMCs as a mechanism to
manage bad debts, he said.

Kasikornbank (KBank) co-president

Chongrak Rattanapian said the bank
has no immediate plans to establish
new JV-AMCs beyond its existing ven-
tures. The bank is ready to cooperate
with the government in addressing
household debt and assisting custom-
ers with debt restructuring, he said.
KBank, the country’s third-largest
lender, operates JK AMC in partnership
with JMT Network Services to manage
distressed debt, focusing on unsecured
NPLs, and Arun JV-AMC in collabora-
tion with Bangkok Commercial Asset
Management to handle secured NPLs.
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