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No forced bank mergers, finance
chief says, dousing market rumours

AMID SPECULATION OVER KRUNGTHAI AND TMB, APISAK SEEKS TO
CLARIFY TAX INCENTIVES AIMED AT MAKING TAKEQOVER DEALS EASIER

THE NATION

KRUNGTHAI BANK and TMB
Bank will not be forced to merge,
sald Finance Minister Apisak
Tantivorawong vesterday, hosing
down speculation that the majority
state-owned lenders are the first tar-
gets of fresh tax incentives aimed at
encouraging mergers in the banking
sector,

Apisak said the tax measures,
which were approved by the Cabinet
on Tuesday, arc merely tools to
enable a more convenient merger
process in order to strengthen the
commercial banks.

He dismissed speculation that
the measures were aimed at forcing
state-backed banks to merge.
Rather, they are there to facilitate
and support any merger deals that
may arise. Shares of Krungthai Bank
and TMB Bank have comeunder the
spotlight after the Cabinet
announcement,

“The measures relate to taxable
transactions as a result of mergers.
One part will see tax waived to facil -
itate mergers. Another partinvolves
the deduction of expenses incurred

from costs associated with a merg-
er deal,” he said.

“Thai banks are now strong but
cannot compete with banks in the
region in terms of size.

“When banks are small, it's diffi-
cult for them to find business oppor-
tunities and this recently approved
tax measure is introduced to
encourage mergers. But whether or
not a merger will occur, it depends
on cach bank to decide’”

Elsewhere inthe financial sector,
the Bank of Thailand (BOT) and the
Ministry of Finance have between
them issued 16 notifications to reg-
ulate the country’s payments system
inancttforttohelp ensure operators’
compliance with a new law,

The new law also covers foreign
operators. Singapore-based e-com-
merce operator Lazada, through its
Lazada Wallet subsidiary, has been
granted a licence for payment serv-
ices.

In addition to the 16 notifica-
tions, the BOT and the ministryhave
reduced the minimum requirement
for the registered capital of service-
providers in the fast-growing clee-
tronic money (e-money) sphere,
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from Bt200 million to Bt100 mil-
lion, to allow smaller operators to
compete for business.

Siritida Panomwon Na Ayudhya,
assistant governor for payment sys-
tems policy and financial technolo-
gy group at the BOT, said that with
the notifications, operators seeking
toprovide four types of services must
get permission from the central
bank. This requirement reflects the
potential for any problems that may
arise to have a broad impact on the
financial system.

The service areas that are man-
dated for BOT approval are: credit,
dcbit and ATM cards; c-money;
payments; and money transfers,
Other services that are less widely
used will not trigger the require-
ment for BOT permission, but the
providers of these services must be
registered with government agen-
cies or have notified the central bank
about them.

The16 notifications fall underthe
Payment System Act, B.E. 2017 and
were announced in the Government
Gazette on Tuesday.

Alongside the minimum require-
ment of Bt100 million in registered
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capital for e-money service
providers, the amount for service
providers of general payments has
been set at Bt50 million, and for
providers of services for utility pay-
ments it is Bt10 million. The latter
is also the mandated amount for
providers of payments services via
electronics means.

“Reducing the registered capital
requirement for e-money service
providers is aimed at allowing new
operators, particularly smaller ones,
to compete. Now, about 20 opera-
tors provide e-money services,’
Siritida said.

Licensing requirements

She said that, with theannounce-
ment of the notifications, some 100
existing service providers that are
licensed for this business are
required to have their licences
amended toincorporatethe new cri-
teria. They must act within 120 days
orby August14. Around 10 prospec-
tive operators are moving through
the application process for licences,
Siritida said.

Foreign operatorsseeking topro-
vide payment services to Thais are
required to register with the Thai
authorities and submit their appli-
cations in line with the licence cri-
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teria, Siritida said.

The Payment System Act, B.E.
2560, integrates three laws related
to the payment system into one in
order to facilitate operators, lessen
the legal burden and make doing
business easier, while encouraging
the application of technology and
innovations to further boost the
development of the payment sys-
tem.

“After the TrueMove H incident,
the BOT had discussions with True
Money on customer data care and
there’s no problem,” said Siritida,
referring to a reported data breach
at a partner of True Move H.

“TrueMove H and True Money
are notthesame company. The BOT
inspects True Moneyevery year and
there’s no problem.”

She said that the uptake of serv-
ices under the government’s
PromptPay scheme is continuing to
rise.

By Monday, about 40 million
users of the scheme had been regis-
tered. Of the total, some 27 million
did so via their personal identifica-
tion card numbersand 13 million by
their mobile phone numbers.

PromptPay’s accumulated money
transfers amounted to 173 million
transactions worth about Bt700bil-
lion.
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SIZE MATTERS

The finance minister says the government will
not force state-owned banks to merge after
cabinet approval of tax incentives. B2

Apisak cools
talk of state
bank mergers

Tax incentives favour
Thai consolidation

WICHIT CHANTANUSORNSIRI

The government will not force state-owned
banks to merge after cabinet approval of
tax incentives to encourage local lenders
to consolidate in the hopes of sharpen-
ing their competitive edge against foreign
lenders and regional rivals, says Finance

Minister Apisak Tantivorawong.

Thai banks' financial position is
solid, but they are smaller than regional
lenders, he said. This size disadvantage
limits businesses.

“The tax incentives encourage con-
solidation in the banking sector in order
to create mega-banks in Thailand,” said
Mr Apisak.

He recently said Thailand needs large
“champion” banks to be able to compete
with foreign banks.

The tax deductions and exemptions to
encourage mergers among Thai banks,
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which will lapse in 2022, are estimated to
cost between 600 million and 1.4 billion
baht in foregone revenue.

Merged banks can deduct corporate
income tax and receive a waiver from
value-added tax, specific business tax and
revenue stamps.

Banks with total assets valued at more
than 4 trillion baht will be allowed to
deduct double their expenditures, while
those with assets worth between 3 tril-
lion and 4 trillion baht can deduct up to
1.75times.

Merged banks with assets worth 2-3 tril-
lion baht will be permitted a deduction of
1.5 times, and those with assets valued at
1-2 trillion baht will have a deduction rate
of 1.25 times.

In terms of assets, banks in Singapore
and Malaysia have assets worth more
than 4 trillion baht, while Thailand’s larg-
est lender Bangkok Bank had assets worth
3.08 rillion baht at the end of last year.

“Someone has asked whether we will
force state banks to merge, particularly
Krungthai Bank [KTB] with TMB Bank
[TMB]. The answer is that we don’t offer
such measures to consolidate state-run
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banks,” said Mr Apisak.

“We don’t intend to force them, the
decision rests with their management”

Banks may feel that they are comiort-
able and do not need to merge, he said,
noting that such mergers always happen
after crises.

Bank mergers require high effort from
managementand the deal consumes time,

while banks might think that they do not
want changes as their margins remain
high, he said.

The last acquisition in Thai banking
industry was in 2011 when Thanachart
Bank took over Siam City Bank for more
than 60 billion baht.

In the meantime, Bualuang Securi-
ties said in a note that KTB, TMB or some

specialised financial institutions including
the Small and Medium Enterprise Devel-
opment Bank of Thailand and Islamic
Bank of Thailand would benefit the most
from the opportunity for merger and
acquisition. The Financial Institutions
Development Fund holds the lion's share
in KTB at 35%, while the Finance Ministry
owns a 25.9% stake in TMB.
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Headline: Somkid makes positional play
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(Center)

Somkid makes positional play

—

ollowing the appointments
" of Palang Chon Party leader

| Sonthaya Khunpleum and his
brother Itthiphol as political

A office-holders, speculation is rife
the regime will not stop at poaching mem-
bers of the Khunpleum clan as it moves to
get its party ready for the general election.

The National Council for Peace and
Order (NCPO) and the government are also
shifting into high gear as they woo politi-
cians into their fold with the help of Deputy
Prime Minister Somkid Jatusripitak.

“The Phalang Chon Party isn't the only
group that will be brought in. More will
come and theywill be rewarded with politi-
cal positions,” said a political source who
asked not to be named.

The source said the regime’s “model” of
building a party is not new. It was adopted
by former prime minister Thaksin Shi-
nawatra when he founded the Thai Rak
Thai Party.

“It is similar to that of Thaksin, who
lured political groups away from other par-
ties and succeeded in just one try,” said
the source.

According to the source, in doing so
the regime will require the service of Mr
Somkid, who has maintained good ties
with several political groups over the past
15 vears since the formation of the Thai
Rak Thai Party.

Gen Yutthasak Sasiprapa, who served
as defence minister for the Thai Rak Thai-
led administration, has aclknowledged Mr
Somkid's role in this task when voicing sup-
port for Prime Minister Prayut Chan-o-cha,
should the latter decide to throw his hat in

ANALYSIS: DPM seen using his clout

to gather more ‘pie

ces’ for pro-regime

party, write Nattaya Chetchotiros
and Aekarach Sattaburuth

P

Pheu Thai Pafiy veteran politician Khunyi

ng Sudarat Keyurapan, right, opens her

house to Songkran well-wishers yesterday. PATIPAT JANTHONG

the ring next February.

“It depends on Mr Somkid how far he
|Gen Prayut] will go,” he said.

In a media interview, Mr Sonthaya, a
former tourism and sports minister, admit-
ted he was approached by Mr Somkid
to work with the Prayut administration
as an adviser on political affairs to the
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WiQNewsCIip

www.ignewsclip.com

&= 02-253-5001, 02-651-4701

prime minister.

However, he said no deal was struckand
he was also expected to contribute to the
government’s flagship Eastern Economic
Corridor {EEC) project, which includes
Chon Buri, his party’s political stronghold.

Political observers believe the next polit-
ical groups to be brought into the fold are
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those led by Suwat Liptapanlop, who com-
mands a support base in Nakhon Ratch-
asima, and a faction led by Somsak Thep-
suthin, who has influence in Sukhothai.

Added to this are the Ban Rim Nam
group, headed by Suchart Tancharoen,
members of the Bhumjaithai Party through
lobbying from Buri Ram firebrand Newin
Chidchob, and the Sasomsap family in
Nakhon Pathom.

These political groups have maintained
good ties with Mr Somkid since they split
from Thaksin.

According to political analysts, Mr
Newin is expected to play a large role in
the new party and all eyes will be on him
when Gen Prayut takes his cabinet to Buri
Ram for a meeting on May 7-8.

Several years ago Deputy Prime Minis-
ter Somkid formed the Thammathipatai
group, which was expected to merge with
Matchima before the plan fizzled out.

In late 2007 he co-founded the Ruam-
jaithai Chartpattana Party but that did not
fare well in the elections,

When his political bid effectively failed,
Mr Somkid joined hands with reform
advocate Prawase Wasi to form the Sam-
macheep Foundation, which served as a
connection point between the business
and civil sectors. This gave rise to the
regime’s Pracharath policy.

Commerce Minister Sontirat Sonti-
jirawong, tipped to serve as secretary-gen-
eral of the new party, was the foundation’s
president in its early days.

Mr Somkid also rejected speculaton
that the appointments were part of a politi-
cal deal, saying the govemment wanted to
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make use of Mr Sonthaya's political clout
in pushing for the EEC project.

“His [political] base is in the EEC and the
key point is the public should understand
how they stand to benefit from the EEC,”
he said.

He declined to comment on rumours
that Industry Minister Uttama Savanay-
ana will form a political party under the
name Phumtham.

Theregime’s move has drawn a bacldash
from veteran politicians.

Khunying Sudarat Keyuraphan, from
Pheu Thai, said vesterday the latest devel-
opment suggests Gen Prayut plans to pro-
long his stay in power.

Shie said when the regime can no longer
delay the poll further it resorts to tactics
to ensure it will have the upper hand in
the coming poll, including the new elec-
tion rules.

"I believe he would be welcome by every
political party if he were straightforward
and made his stance clear” she said.

Meanwhile, the Pheu Thai Party's
attempt to keep the Sasomsap family from
breaking away appeared futile yesterday.

Party bigwigs turned up at a golf course
owned by the family in Nakhon Pathom.
Even though theywere welcomed by Chai-
yot Sasomsap, the family seemed to keep
their distance.

Mr Chaiyot, a former deputy finance
minister, said yesterday his group would
listen to the public as so far their vote on
whether to stay with the party is evenly
split. Anucha Sasomsap said the clan
would close ranks with the party “when
the country needs it”.
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GAMBLING

Online lotto sales edge
closer under amendment

POST REPOCRTERS

The cabinet has given a nod to a proposed
amendment to the 1974 lottery law which
will pave way for the launch of new lottery
products, asource atthe Government Lot-
tery Office (GLO) said.

According to the source, the hill also
allows the online sale of lottery tickets.

The move comes as the GLA strives to
modemise. For instance, former GLO direc-
tor Chalongrat Nakathit had proposed to
the GLO board the launch of a new lottery
scheme where prizes would be rolled over
if no winner steps forward.

However, it was met with criticism from
anti-gambling advocates who believed it
wotlld pander to people’s gambling habits.

The draft, which was approved by the
cabinet on Tuesday, is now pending review
by the Council of State before it is submitted
to the National Legislation Assembly {(NLA)
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for scrutiny, the source said.

Kulaya Tantitemit, spokeswoman of the
Finance Ministry, said the amendment bill
will enable the launch of new lottery prod-
ucts if the GLO decides to proceed.

She said the amendment draft also
covers harsher penalties for offences
involving selling overpriced tickets or sell-
ing them to underaged customers.

Those who sell overpriced tickets are
subject to a one-month jail term, a fine of
10,000 baht or both, while the current law
imposes a fine of 2,000 balit for the offence.
Those who sell lottery tickets in education
institutions or to people below 20 are also
subject to a one-month jail term, a fine of
10,000 baht or both.

According to Ms Kulaya, the draft law
also seeks toset up a one-billion baht fund
to support education and social develop-
ment projects including research work on
gambling addiction and prevention.
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Column: NEWS FEED: BANK LAUNCHES 2ND PHASE OF SME LOAN PROGRAMME

Clip: Full Color

BANK LAUNCHES 2ND PHASE
OF SME LOAN PROGRAMME

The Small and Medium
Enterprise Development Bank has
introduced the second phase of its
SME soft-loan programme for
machinery upgrade in 10 targeted
industries.

Mongkol Leelatham, president
of the bank, said that the Bt3-billion
transformation loanwill cany a 4
per cent lending rate for seven years.

The maximumamount is set at
Bt3 billion per customer,

Under the second phaseof the
programme, both individuals and
jurisdiction persons can apply fora
loan and 30 per cent of which can
be used as working capital. Small
operators can borrow a maximum
of Bt15 million each for machinery
purchases.
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