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Dagong Downgrades the Rating Outlook of Thailand to Negative 

 

Publication Date: May 27, 2014 Beijing Time 

Dagong Global Credit Rating Co., Ltd. (hereinafter referred to as “Dagong”) decides 

to downgrade the rating outlook of the Kingdom of Thailand (hereinafter referred to 

as “Thailand”) from stable to negative, while maintaining its local and foreign 

currency sovereign credit ratings both at BBB. The political turmoil can hardly be 

alleviated in the short term, which has severely hindered normal operation of domestic 

economic activities, adding to the downside risk of the economic growth. With the 

fiscal deficit expanding slightly, the government solvency is faced with certain 

pressure. 

The main reasons for downgrading the credit rating outlook of Thailand are 

elaborated as follows: 

1. The overall debt repayment environment has deteriorated conspicuously because of 

the persistent political turmoil. The significant divergence between various ruling 

parties and different interest groups over prioritizing the parliamentary election or 

reform of national development path has caused the continuous political unrest in the 

short run. In view of the fact that the economic fundamentals are affected by the 

chaotic political situation, the sustainability of national policies and the process of 

cooperation with neighboring and regional countries have been seriously impaired. 

The normalization of the political turmoil has made it difficult for the government to 

present a steady state development plan, let alone provide the right condition for 

implementation. The economic resurgence process is thus confronted with 

considerable disturbance.  

2. With the wealth creation capacity impeded by the political turmoil, the short-term 

economic growth will slow down notably. In the context of the political unrest, 

consumer and investor confidence of the private sector seriously waned, credit tight of 

banks arose, and the domestic consumption and investment were both in recession in 

the first quarter of 2014. Moreover, the government falls short of an effective stimulus 

policy to boost the sluggish domestic demand. Therefore, Dagong projects that the 

Thai economy will grow at the speed of merely 1.3% and 2.5% in 2014 and 2015 

respectively. Over the long term, the lasting political instability makes it difficult for 

the Thai government to concentrate all the advantageous resources on the upgrading 
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of domestic industries. Additionally, a constant increase in domestic labor cost also 

tilts the economic competitiveness to the downside. Afore-said problems will 

constrain Thailand‟s wealth creation capacity in the long run. 

3. The banking system is relatively sound, while risks of SFI asset quality tend to rise. 

Although the NPL ratio of commercial banks is relatively low, the quality of assets 

will be weakened by the negative economic influence of the political turmoil on the 

economy in the short term, hence weakening their support to the real economy. At the 

same time, the NPL ratio of SFIs soared to 5.3%, among which SME banks and 

Islamic banks are in urgent need of debt restructuring for the second time. Due to the 

deceleration of economic growth in the short term, the actual household income will 

decline sharply, leading to the rise of the household debt risk of SFIs. 

4. The debt repayment sources will decline sharply in the short term since the fiscal 

deficit rises again. On one hand, the government‟s tax revenue will decrease by a 

large margin against the background of evident deceleration of economic growth as 

well as the tax reform policy wherein the government cut down income tax rates. The 

tax revenue of the general government for the first five months of the fiscal year 2014 

showed a year-on-year decrease of 20%. On the other hand, a fiscal expenditure 

structure focusing excessively on the current expenditure makes it difficult to cut 

down expenditure in the short term. Consequently, Dagong foresees that the fiscal 

deficit ratio of the general government will climb up to 1.8% and 1.7% in 2014 and 

2015 respectively. Staggering economic growth and mounting fiscal deficit will lead 

to the rise of the debt burden of the general government. The quality of SFI assets will 

be under pressure in the short term, adding to the government‟s contingent liabilities 

and adversely affecting the government solvency. 

Dagong maintains the local and foreign currency sovereign credit ratings of Thailand 

mainly for the following reasons. First, solid industrial basis and outstanding regional 

edges it boasts within ASEAN provide Thailand with still certain potential for its 

economic growth. Second, the substantial foreign exchange reserves will help ensure 

Thailand‟s foreign currency debt solvency. 
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Related Criteria and Research Information: 

The full rating report is available to subscribers of Thomson Reuters. Related 

sovereign credit rating scale and its characteristics can be reviewed at Dagong‟s 

official website: http://en.dagongcredit.com. Please use the „Rating Standard‟ 

navigation bar located on the top of the page. 

 

Contact Information 

If you have any content enquiry or business requests, please contact:  

Email: intlmarketing@dagongcredit.com Phone: +8610 5108 8189 

If you would like to know more about Dagong Global Credit Rating Co.,LTD, please 

visit: http://en.dagongcredit.com 
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Copyright and Disclaimers 

The Content is provided on an “as is” basis. DAGONG PARTIES DISCLAIM ANY 

AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT 

LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR 

A PARTICULAR PURPOSE OR USE. In no event shall Dagong Parties be liable to 

any party for any direct, indirect, incidental, exemplary, compensatory, punitive, 

special or consequential damages, costs, expenses, legal fees, or losses (including, 

without limitation, lost income or lost profits and opportunity costs) in connection 

with any use of the Content even if advised of the possibility of such damages. 

No content (including ratings, credit-related analyses and data) or any part thereof 

(Content) may be modified, reverse engineered, reproduced or distributed in any form 

by any means, or stored in a database or retrieval system, without the prior written 

permission of Dagong.  

The Content shall not be used for any unlawful or unauthorized purposes. Dagong, its 

affiliates, and any third-party providers, as well as their directors, officers, 

shareholders, employees or agents (collectively Dagong Parties) do not guarantee the 

accuracy, completeness, timeliness or availability of the Content. Dagong Parties are 

not responsible for any errors or omissions, regardless of the cause, for the results 

obtained from the use of the Content, or for the security or maintenance of any data 

input by the user.  

Credit-related analyses, including ratings, and statements in the Content are 

statements of opinion as of the date they are expressed and not statements of fact or 

recommendations to purchase, hold, or sell any securities or to make any investment 

decisions. Dagong assumes no obligation to update the Content following publication 

in any form or format. The Content should not be relied on and is not a substitute for 

the skill, judgment and experience of the user, its management, employees, advisors 

and/or clients when making investment and other business decisions. Dagong‟s 

opinions and analyses do not address the suitability of any security. Dagong does not 

act as a fiduciary or an investment advisor. While Dagong has obtained information 

from sources it believes to be reliable, Dagong does not perform an audit and 

undertakes no duty of due diligence or independent verification of any information it 

receives. 

Dagong keeps certain activities of its business units separate from each other in order 

to preserve the independence and objectivity of their respective activities. As a result, 

certain business units of Dagong may have information that is not available to other 

Dagong business units. Dagong has established policies and procedures to maintain 

the confidentiality of certain non-public information received in connection with each 

analytical process. 

 

                                    Dagong Global Credit Rating Co., Ltd 


