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Interest Rate Expectations Index Report

& Interest Rate Expectation Index for May 2019 ¢

The Interest Rate Expectation (IRE) Index for the Bank of Thailand’s Monetary Policy Committee (MPC) meeting in
May 2019 stands at 60, up from the previous survey but still within the index’ unchanged range. Primary factors
contributing to this movement include the economic outlook and stable inflation rate as well as steady interest rates in
global markets. Meanwhile, the Interest Rate Expectation Index for 5-year government bond yields through the
June 2019 MPC meeting (10 weeks hence) stood at 74, lower than the previous report but still within the increased
range. The Interest Rate Expectation Index for 10-year government bond yields was at 72, also falling from its
previous level but remaining within the increase range. Important factors affecting these indices were international

fund flows, the domestic economy, and demand and supply in the bond market.
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that the MPC meeting in May will
possibly raise the policy rate; however, the majority of the market continues to think that the policy rate

will be maintained at 1.75%.

Factors Affecting the Interest Rate Policy Trends

Factors Affecting the Interest Rate Policy Trends o Bond dealers and fund managers
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5-Year IRE Index compared to 5-Year Government Bond Yields
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& The Interest Rate Expectation
Index for 5-Year Government Bonds
through the next two meetings of the
Bank of Thailand MPC (through June 26,
2019) is at 7 4, falling from the
previous level of 83 but still within
the index' increase range. These
results reflect the market’s decreasing
expectation that yields on 5 -year

Government Bonds will increase from

2.14% over the ten weeks following the April 19, 2019 survey. Most bond dealers and fund managers

share the same view.

m=m 10-Yr Gov't Bond Yield IRE Index —+—10-Yr Gov't Bond Yield

100
90
80
- - 70
60
50
40
2 19 30
20

10

]
-
fi
o
3
<

Sep-18
Oct-18
Nov-18
Dec-18
Jan-19
Feb-19
Mar-19
Apr-19
May-19
Jun-19

Jul-19

Increase

Unchanged
or
Uncertainty

Decrease

10-Year IRE Index compared to 10-

Year Government Bond Yields

& The Interest Rate Expectation
Index for 10-Year Government Bonds
for the period through the next two
Bank of Thailand MPC meetings
(through June 26, 2019) stands at 72,
reduced slightly from the previous
index level of 77 but still within the

index' Increase range. This reflects

the declining market sentiment that the 10-year Government Bond yields will increase from 2.54% in

the period following the April 19, 2019 survey. Both bond dealers and fund managers share the same

view.



Factors Affecting Long-term Government Bond Yields

Factors Affecting Long-term Government Bond Yields * As to the factors affecting ylelds

srndmanzges  on 5 -Year and 10-Year Government

14.4% 14.2% 14.4% 14.4%

12.5%

13.1%;

12.2% 14 04,

Bonds, bond dealers focus on supply

10.2%

1% 10.2% 10.2% 0.1

and demand in the bond market as the

primary factor while fund managers give

Local Economy Local Inflation Local Political World Economy World Political World Interest Bond Market Fund Flow Others

Do & the most weight to international fund

flows and domestic economic

conditions.
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