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Headline: Market hails proposed bank merger

Market hails proposed bank merger

INVESTORS RUSH INTO
SHARES IN TMB BANK
AND THANACHART
BANK AFTER
AGREEMENT PAVES
WAY FOR UNION

THE NATION

INVESTORS yesterday gave the
thumbs-up to a proposed merger
between TMB Bank (TMB) and
Thanachart Bank (TBank), with
share price gains reflecting the mar-
ket'’s confidence in a deal that will
involve as much as Bt140 billion in
financing.

A non-binding memorandum of
understanding  (MOU)  was
announced by the banks' major
shareholders and chiefexecutives, in

aTMB filing to thestockexchange on

Tuesday. It follows arelaxationin reg-

ulations to ease barriers to consoli-
ation in the sector.

The agreement brings together
TMB; ING GroupN.V,amajorshare-
holder in TMB; TBank; TBank’s
major sharcholders Thanachart
Capital Ple (TCAP) and Canada’s
Bank of Nova Scotia.

TCAP's shares yesterday jumped
5.63 per centto close at Bt56.25 each
on news of the deal, and TMB's stock
climbed 1.75 percenttoend at Bt2.32.

Chumpol Rimsakorn, deputyper-
manent secretary of the Ministry of
Finance acting as a representative of
the chairman of TM B board of direc-
tors, said the ministry is ready to
increase capital in TMB in order to
ensure the ministry will be a major
shareholder in the combined entity.
The ministry is the biggest share-
holder in TMB.

The ministry had prepared some
funds from its investment in the
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Vayupak Fund tofinance the planned
capital increase, meaning it would
not need to draw on the national
budgetor fromborrowings, Chumpol
said.

Asthe majorshareholderin TMB,
the ministry considered the invest-
ment worthiness before giving its
approval andbelievesthe mergerwill
strengthen the parties to it, he said.

“We're confident that the merger
plan will find success, thanks to its
perfection, appropriateness, clear
synergies and higher competition.
The merged bankwill see greatersta-
bility,” Chumpol said.

TMB chief executive officer Piti
Tantakasem said that with the sign-
ing ofthe MOU, both banks will start
duediligence, lookingdeeply intothe
books of each party over the next two
tothree monthsas the process moves
towards finalisation.

Ifthe final outcome can be reached
in line with the aims of the MOU,
TMB will call for an extraordinary

The major shareholders and
chief executives of the
parties tothe merger come
together yesterday after the
signing of a non-binding
memorandum of
understanding on the
proposal to unite TMB Bank
and Thanachart Bank.

The shareholders and CEOs

. come from Thanachart Bank
Public Company Limited, ING
Group NV, Thanachart
Capital Public Company

y Limited, the Bank of Nova
Scotiaand TMB.
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meetingofitsshareholderstovoteon
the proposed capital increase.
The Ministry of Finance and ING

Group - as holders ofthe majorstakes
in the bank - will lead the efforts for
securing more funds under the cap-
ital increase plan.

The deal is expected to close late
this year.

Afterthe merger, the merged bank
will have three major shareholders -
ING Group, the Ministry of Finance
and TCAP. The allocation of the
stakes will be determined after the
due diligence.

To facilitate the deal, TMB would
need to raise between B130 billion
and Bt14.0 billion. About 70 about of
thisamountwould beraised via equi-
ty financing and the remainder via
debt financing,

The total equity financing would
be split into two amounts: the first
block of Bt50 billion to Bt55 billion
would come from newly issued TMB
shares allocated to TCAP and the
Bank of Novia Scotia. It is expected
thatthe newlyissued TMB shares will
be issued at 1.1 times TMB's latest
available book value adjusted for the
capital raise and a mechanism to be
set out in the definitive agreements.

The remaining Bt40 billion to
Bt45 billion of new equity would be
raised by TMB from existing share-
holders with the support of its cur-
rentmajorshareholdersand mayalso
include a public offering and /or pri-
vate placements to existing or new
investors.

“After the due diligence, we will
prepare the integrated plan to make
it ready in both management needs
and technologies before making
adjustments to the branches to fit
underthenewbrand,”Chumpol said.

Customers of both banks can use
services as normal in the meantime.

TMB has more than 400 branch-
eswith over 8,000 employeesand 1.5
million customers that actively use
mobile banking services. TBank has
512 branches withabout 12,000 staff
and 1 million customers using mobile
banking services.

Once merged, the new bank will
have about 10 million customers, and
would retain thelead in auto hire pur-
chase loans, take fourth place in res-
identialloansandbeNo 5 inloans for
small and medium-sized enterpris-
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es. The number of customers using
the merged entity’s mobile banking
services will be 2-3 million. Its assets
are expected to be sixth biggestin the
banking industry, estimated at Bt1.9
trillion.

TM B executivechairman Philippe
G.J.E.O. Damas said that adjust-
ments under the naming of the
merged bank may take months or a
year to complete, and it will be busi-
ness as usuaT for employees and cus-
tomers. No decision has been made
on who become the chief executive.

This deal isa mergerofboth banks
and there is no winner and loser
under the deal, Damas said.

TCAP  executive chairman
Suphadej Poonpipat said that TCAP
willbeamajorshareholderin the new
bank with a stake of over 20 per cent
and TBank will undertake a business
restructuringinorder for its assets to
approach the size of TMB's. TBank
will divest its holdings in its sub-
sidiaries, listed companies and non-
listed companies.

“After this TCAP is ready to
acquire TBank’s holdings in all sub-
sidiaries to reduce TBank’s size and
TCAP will remain listed on the stock
exchange,” Suphadej said.

TBank's  subsidiaries  are
Thanachart Securities Public
Company Limited, Thanachart
Insurance Public Company Limited,
TS Asset Management Co. Lid and
Ratchathani Leasing. It has invest-
ments in listed companies MBK Ple
and Phatum Rice Mill & Granary Plc.

Praphan Anupongongarch, chief
executive officer and president of
TBank, said that branch locations
may be adjusted for better services
and the employees, according to the
businessplan, willlikely be re-skilled
for digital services,

Somjate Moosirilert, chief execu-
tive officer of TCAP, said that this
merger plan has been supported by
both banks' shareholders and each
party will complement the other.
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