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KTB considers upping MRR for profit margin

Official predicts
policy rate on hold

SOMRUEDI BANCHONGDUANG
WICHIT CHANTANUSORNSIRI

Krungthai Bank (KTB) is looking to
raise its minimum retail rate (MRR) to
be on par with industry peers if neces-
sary to maintain profitability this year,
while permanent secretary for finance
Prasong Poontaneat believes the cen-
tral bank will pause policy rate hikes
this year.

“If needed to maintain net interest
margin [NIM] and profit, we could raise
the MRR,” said KTB president Payong
Srivanich.

“Appropriate timing depends onloan
demand and the bank’s liquidity. It has
nothing to do with the general election
or the new government.”

KTB, the country's largest state-
owned bank and the fourth largest bank
by assets, and Kasikornbank charge the
industry’s lowest MRR at 7.12%, In com-
parison, Bangkok Bank’s MRR stands
at 7.125% and Siam Commercial Bank
is at 7.37%.

For 2018, KTB's NIM was 3.23%

with a recorded a net profit of 28.5 bil-
lion baht.

Mr Payong said the bank wants
to increase both interest and non-
interest income this year to main-
tain profitability.

Based on KTB's MRR, which is 0.25
percentage point below its rival peers
on average, the bank’s interest income
would be 1 billion baht lower than

Appropriate timing depends on loan demand

and the bank’s liquidity.

PAYONG SRIVANICH
President, KTB

others for every 400 billion baht in its
loan portfolio.

The bank targets 5% lending growth
in 2019, assuming GDP growth of 4.1%.

Retail loans, targeted to expand
6-7%, and small and medium-sized
enterprise (SME) loans are expected to
be the main contributors to the bank’s
total loan growth,

KTB will slowdown governmentloan
extension this year, in line with lower
demand and yields for the business
segment.

He said the bank aims for 2.5%
growth in non-interestincome this year,
despite the decline in transactional
banking fees following the waivers on
the digital transaction fee.

Other fee-based income sources,
particularly in bancassurance, are
expected to help the bank achieve
the target.

The bank aims to increase user
numbers for mobile banking app
Krungthai NEXT to 10 million by the
end of the year from 4.5 million.

KTB has setan IT investment budget
for 2019-22 at 19 billion baht, of which
12 billion baht is expected to be spent
this year. Even while going digital, an
omni-channelstrategy is required, said
Mr Payong.

In the next two years, the bank’s
branch numbers will be downsized to
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around 1,000 nationwide from 1,100,
and branch staff numbers will be
reduced by 30% from 21,000 employ-
ees, he said.

In related news, Mr Prasongsaid the
Finance Ministry believes the Bank of
Thailand understands the impacts of
the policy rate increase on SMEs and
grassroots people, even though two
Monetary Policy Committee’s (MPC)
membersvoted for a 25-basis point hike
at this month's meeting.

The MPC voted 4-2 to maintain the
policyrate at 1.75% on Feb 6, pointing to
rising anxiety over swelling household
debt after it lifted the rate by a quarter
point in last December. Two members
voted to raise the policy rate by 0.25 per-
centage points from 1.75% to 2%, while
one member was absent.

It is necessary to help SME opera-
tors, salaried workers and low-income
earners who have debt to service, and
the interest rate increase would harm
these groups, he said.

Mr Prasong said the ministry has
been monitoring the baht's strength
for a while, but this is the central
bank’s responsibility.

The stronger baht could be attrib-
uted to the country’s current account
surplus, he said.

The baht is the best performing cur-
rency in Asia, gaining almost 4% against
the US dollar this year.
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KTB invests in digital development

BANK TO MAKE UP
FOR DECLINE

IN BRICKS AND
MORTAR PRESENCE

MAYUREE SUKYINGCHAROENWONG
THE NATION, TAIPEI

KRUNGTHAI Bank (KTB) has set
aside Bt19 billion to invest in digital
system developmentinan attempt to
cut costs within five years, while tar-
geting for loan growth of 5 per cent
this year.

Payong Srivanich, KTB president
and chief executive officer, said that
the bank willspend a total of Bt12 bil-
lionin 2019asitdevelopsdigital serv-
ices over five years. The bank seeks to
lower overall costs as customers shift
toonline transactions through online
baking and mobile applications.

This year, the bank will move
toward “invisible banking”, as it tar-
gets to reduce the number of branch-
es to 1,000 and its l_’mplnyees to
21,000 over the next two to three
years, he said. KTB now has about
1,200 branches with 22,000 staff.

Payong Srivanich, KTB president and chief executive officer, at the press briefing

The bank insisted that cutting its
workforee is not in the plans as face-
to-face interactions with customers
will remain necessary, and workforce
reductions can largely be contained
to usual retirements, early retire-
ments and staff resigning to pursue
other occupations, he said.

KTB will train employees in new
technologies and contemporary tools
as the bank shifts its workplaces to
copewiththeemerging cashless soci-
ety.

" Ascustomers switch to greateruse
ofonlinebankingservices, fees-based
income from fund transfers and bill
payments is expected to decline. For
every Bt1million in fee-based income
lost, the bank is required to cut costs
by Bt4-Bt5 million to avoid lowering
its performance, he said.

KTB targets to this year increase
to 10 million the number of customers
using “Krungthai NEXT” mobileapp.
In January, there were about four mil-
lion customers using it.

Payong said that the bank had pre-
viously moved to continuous
improvement ofits inspection system
and had upgraded the security and
banking services todealwithmodern
crimes. Meanwhile, it and gradually
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on Friday revealing about the bank's business strategy for 2019.
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KTB TO INVEST BT19 BILLION IN DIGITAL DEVELOPMENT >>38

established smart card readers to
inspectidentification cards and elec-
tronically linked them to the Ministry
of Interior’s household registration
for branch transactions.

In the next two weeks, the smart
card readers will be set up at all
provincial branches after having
alreadybeen rolled out in all Bangkok
branches.

The bank also plans to use a facial
recognition system, in addition to
CCTV, to reduce fraud.

For this year, KTB will increase its
focus on extending loans to SMEs
given that the high uncertainty of the
Thai economy has resulted in a slow-
down of investments by large busi-
nesses, Payong said.

The bank has set its loan growth

target at over 5 per cent, based on
expected Thaieconomic growth of4.1
per cent this year. SME loans are
expected to rise 6-7 per cent with a
greater focus on processed products
over agricultural products to lower
risks.

“Although our loan growth target
of 5 per cent this year is in line with
the estimated economie growth of4.1
per cent, we have to take cautions as
it’s a year of high fluctuations and
uncertainties, Payong said.

Large business loans are expected
to grow gradually, unlike in recent
years, on the belief that large-size
enterprises seem to be slowing down
their investment, he said.

Loan growth this year is estimat-
ed to come mainly from retail cus-
tomers. The bank will lessen loans to
the public sector due to high costs.

KTB’s non-performing loan is tar-
gebed at less than Bt100 billion this
year, lower than the end of last year.
The bank expects to set its provision
atanamount close to or less than last
year’s figure in order to maintain its
strength and stability.

The bank’s coverage ratio is esti-

- mated at 125-128 per cent, compared

to the previous year’s 125 per cent.
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