19 OCT 2021

Fitch Affirms Islamic Bank of Thailand at 'AA(tha)';
Outlook Stable
Fitch Ratings - Bangkok - 19 Oct 2021: Fitch Ratings (Thailand) has affirmed Islamic Bank of Thailand's
(IBANK) National Long-Term Rating at 'AA(tha)' with a Stable Outlook. Its National Short-Term Rating
has been affirmed at 'F1+(tha)'.

Key Rating Drivers
IBANK's ratings are driven by Fitch's expectations of a high probability of support from the Thai
sovereign, if required. IBANK was set up by the government to be a specialised financial institution
under specific legislation (the Islamic Bank of Thailand Act, B.E. 2545), with the key mandate to provide
shariah-compliant financial services.
IBANK is the only Islamic bank in the country, and its operations would be difficult for other institutions
to replace. There is also a record of state financial support, including through equity injections and bad
asset transfers.
IBANK's National Long-Term Rating is two notches lower than that of other Thai state policy banks
rated by Fitch. This reflects that the state's shareholding in IBANK is not as long-term and strategic
compared to its holdings in other state policy banks. After its latest capital increase in 2018, the
Ministry of Finance's shareholding in IBANK rose to 99.6%, but Fitch believes that this shareholding will
decline over the longer term. Furthermore, Fitch views that IBANK's weak financial position and small
franchise limits its ability to implement government policy objectives relative to other state policy
banks in Thailand.
IBANK's financial performance has been hurt by the economic downturn caused by the coronavirus
pandemic - in particular, large impairments in 2020 hurt its balance sheet and led to high provisioning
requirements. The outlook for earnings will remain weak in the near term due to the difficult operating
environment, but Fitch does not expect this to affect the government's propensity to support the bank.
IBANK's measures to support its clients affected by the pandemic - including debt restructurings and
moratoriums - are also in line with the state's expectations for policy banks to perform a countercyclical role.

Rating Sensitivities
Factors that could, individually or collectively, lead to negative rating action/
downgrade:
There may be negative action on IBANK's ratings if the sovereign's propensity to support the bank

declines, while also assessing the credit profile of IBANK compared to other entities rated on the Thai
national scale. For example, this may be evident from a large reduction in the state's ownership of the
IBANK, combined with a loss of control or a change in its legal status as a policy bank. Indications that
state financial support to IBANK would not be forthcoming could also lead to negative rating action.

Factors that could, individually or collectively, lead to positive rating action/upgrade:
An increased propensity to support from the government could lead to ratings upside, while also
taking into account relativities on Thailand's national rating scale. For example, this may be indicated
by a significant increase in IBANK's ability to play a policy role and support state policy initiatives, or
indications that the government has a long-term shareholding commitment to the bank.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF RATING
The principal sources of information used in the analysis are described in the Applicable Criteria.

Public Ratings with Credit Linkage to other ratings
The ratings of IBANK are linked to the credit profile of the Thai sovereign.
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Disclaimer
ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:

HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, THE
FOLLOWING HTTPS://WWW.FITCHRATINGS.COM/RATING-DEFINITIONS-DOCUMENT DETAILS
FITCH'S RATING DEFINITIONS FOR EACH RATING SCALE AND RATING CATEGORIES, INCLUDING
DEFINITIONS RELATING TO DEFAULT. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE
AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS
OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES

ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. DIRECTORS AND
SHAREHOLDERS RELEVANT INTERESTS ARE AVAILABLE AT HTTPS://WWW.FITCHRATINGS.COM/

SITE/REGULATORY. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE OR ANCILLARY
SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF PERMISSIBLE SERVICE(S)
FOR WHICH THE LEAD ANALYST IS BASED IN AN ESMA- OR FCA-REGISTERED FITCH RATINGS COMPANY
(OR BRANCH OF SUCH A COMPANY) OR ANCILLARY SERVICE(S) CAN BE FOUND ON THE ENTITY
SUMMARY PAGE FOR THIS ISSUER ON THE FITCH RATINGS WEBSITE.
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Endorsement policy
Fitch’s international credit ratings produced outside the EU or the UK, as the case may be, are
endorsed for use by regulated entities within the EU or the UK, respectively, for regulatory purposes,
pursuant to the terms of the EU CRA Regulation or the UK Credit Rating Agencies (Amendment etc.) (EU
Exit) Regulations 2019, as the case may be. Fitch’s approach to endorsement in the EU and the UK can

be found on Fitch’s Regulatory Affairs page on Fitch’s website. The endorsement status of
international credit ratings is provided within the entity summary page for each rated entity and in the
transaction detail pages for structured finance transactions on the Fitch website. These disclosures are
updated on a daily basis.

