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Exim looks for new business model

INTERNATIONAL CONSULTING FIRM HIRED TO CONDUCT STUDY

SUCHEERA PINIJPARAKARN,
ACHARA DEBUONME
THE NATION N

EXPORT-IMPORT Bank of
Thailand is hiring an international
consulting company to find a new
business model that may bring it
closertohowsimilar banksin devel-
oped countries operate.

Exim banks in the United States
and Japan will be included in the
focus of the study, said Pisit
Serewiwattana, president of Exim
Thailand.

“The consulting companyhas also
been asked to study which of

- Thailand’s strengths should be pro-
moted, and find the best model for
us under the Thai regulatory context.

h

That will demand that it talks with
relevant agencies in Thailand,” he
said in an interview. :

At the end of March, Exim
Thailand’s outstanding loans stood
at Bt73.6 billion, a slight increase
from Bt73.54 billion at the end of
2015. First-guarter net profit of
Bt273 million convinced the bank
that it would achieve this year’s tar-
get of Bt1.2 billion. However, that
targetis about 30 per centlowerthan
last year’s net of Bt1.5 billion. The
outlook is not bright, as commercial
banks’ operations overlap most of
Exim Thailand’s,

Established 22 years ago, the
bank was designed to promote

“exports to destinations where Thai

commercial banks had no footprint.

However, most of those markets are
developed and, with more extensive
information, are nolonger fearsome
to commercial banks. In this sce-
nario, Exim Bank could not effi-
ciently compete given its small net-
work of only nine branches and 600
staff.

“It’s a big question whether Exim
Thailand is still necessaryin the cur-
rent context. Its role may need to be
changed,” said Pisit, who began his
four-year term on June 1. “Without
any change, the bank will continue -
this way, with only small profit
growth.”

The advisory contract will be
signed soon, for completion of the
study within 18 months. .

Once a new model is agreed,




THE BANK ALSO PLANS

TO BE MORE ACTIVE IN
EXPORT CREDIT INSURANCE,
UNDERWRITING AND
HELPING SMALLAND
MEDIUM-SIZED ENTERPRISES
EXPLORE OVERSEAS
MARKETS.

the consulting firm will have to
design a training session. The law
governing the bank will also need to
be amended. :

While waiting, Pisit has come up
with ways to grow the bank’s busi-
ness underthe current business con-
text. Exim Bank plans to set up a
business unit to commercialise the
data of Thai exporters ,and

importers.

“When Thai companies g0
abroad, they have to buy data
because information in some coun-
tries is not conclusive. With the data
[the new wunit wil] provide],
exporters will know which buyers
and reliable banks to do business
with,” he said.

The bank also plans to be more
active in export credit insurance,
underwriting and helping small and
medium-sized enterprises ‘explore
overseas markets.

According to Pisit, these are core
strengths of Exim Bank that com-
mercial banks cannot match. And
the potential is bright if the service
is offered for exports to “new fron-

tier” markets like Russia and coun- -

tries in Southern Africa, -,
“Commercial banks can be the
channels where we sell our export

credit insurance. We are signing a
memorandum of understanding
with Krungthai Bank to offer the
product to [its] customers,” he said.

At the end of 2015, Exim Bank’s
outstanding insurance stood at
Bt15.49 billion.

Creditinsuranceshould beacore
portfolic of the bank instead of lend- -
ing, he said. While large corporates
can obtain loans from commercial
banks, SMEs still have limited access
to bank loans. Pisit acknowledged
that doing more business with SMEs
would mean higher operating costs:
for a credit line to an SME, the pro-
cessing cost is about Bt1,200 per
every Btl million, compared with
Bt300-Bt4.00 for a large client.

At present, only 5 per cent of Exim
Bank’s customers are SMEs, but it
aims to double that proportion over
the next few years. ‘ :

T
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LAGGARDLY LANDLORDS SWEAT
NEW LAND AND BUILDING TAX
After the new larid and
buiidings tax was approved by
Cabinet on June 8, a lot of landlords
" started 1o worry, KBank attempied to
assuage such concerns, counseliing
property developers for new projects
and set up real estate. investment

4usts to get relief from the additionat -

“tax burden.

KBank said that such smart

moves would enable landlords to
eam higher returns: i iri this
avoading the vagaries of 't'hé' 't:aprtal

market.
The advice was In particuiar

““addressed to KBank’s multi-property.

owning ‘private banking clients who
must have at least 50 million baht in
“assets under management to qualify
for the special glove treatment. -
Slated to take effact in 2017
the new tax will only kick in on first
homes with appraisal prices above
50 million baht, However,it applies to
alt second homes, starting. at 0.03%

on those worth less than- 5 million :
bah, rising to 0.30% on those worth '

over 100 milion baht.

A tax of 1% will apply to land
left vacant or unused for one to three

-Finally, the

years, 2% for-four to six years and
3% for over seven years.

Land for commarcial uses
will be taxed from 0.3% at appraisal
values up to 2 i million baht to 15%
appraised at over 3 biflion.

: KBank's  private

Nont Buranasif, was quoted as
speculating that the new tax would

nat the land am:i propenv tax per se.
_it's that the Revenue Department will
comea to know all about their holdings

. said landlords
have been idéclaring their rental
income for tax all-along, no problem
“But what if they haven 1? .

IMPROVED:
SECOND-HA/

banking
farily management advigory head,”

growth

used condo prices has: got 5o large
that the old taboo about stepping into
someone else’s shoes is starting to

Sansirl ;
management divigign F 8 Property,
has been reported-as:geeing strong
in resales of Bangkok
03, given the 30%-40% savings
n average represent over the
ds on the blocks. '

,The firm's survey revealed
good news for condo owners,

namely, 100% ROls for .those who

hoid for 10 years up, a handsome
réturn indeed in today's low-interest
rate: énvironment. ' CBD condos, it
tound, can generate capital .gains of
50% up during the first two years of
ownership, rising to 65 per cent in the
fourth year. Mid-town, ‘mass-transit
connected addresses aren't - far




behind, oitering around 40% returns
in the early years of occupancy.

Plus Property also took the
opportunity to calm fears that psm
prices and project launches have
overheated. Pointing to 80% condo
cecupancy in Bangkok.and rates of
resales prior 1o transfer dropping to
as low as 30%, it said it found no
signs of a bubble.

SUB-PRIME? NO PROBLEM

Listed real estate develop-
ers are, as usual, puling out all the
stops 1o find buyers. Only more so.
With sales growth slowing following
the end-April expiry of reduced
transfer and martgage fess, "rent
befare buying” and “stay belore
paying monthly instalments” incen-
tives have been rolled out, among
others.

Case in point; Lumpini Town-
ship Rangsit-Klong 1 project by LPN
Development is targeting would-be
buyers who  can't quite = scrape
together enocugh cash to get a mort-
gage, aflowing them to build the
deposit in monthly “rental” instal-
ments in the first year, Let's hope it
doesn't metastasise into a Thai-style
sub-prime crisis like the one in the US
that brought the world to its knees in
2008-2009.
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‘National e-pay:

ment scheme

set to drive online banking

SUCHIT LEESA-NGUANSUK il
Thailand’s online and mobile bank-
ing market could reach maturity within
six years, largely driven by the national
e-payment system and significant growth
in mobile broadband penetration, say lead-
ing technology experts.

“The adoption of mobile banking in
Thailand has shown a significant increase,”
Michael Araneta, associate vice-president
of IDC Financial Insights, said at a recent
seminar hosted by the Bangkok Post.
“By 2021, over 85% of the population will
go online via a mobile phone, up from 31%
currently.”

In comparison, 86% of the population of
South Korea goes online via mobile phones.
Around the region, corresponding figures
include 77% for New Zealand, followed by
Singapore (74%), Australia (67%), Malay-
sia (53%), Indonesia (30%), the Philippines
(16%) and India (15%). '

Mr Araneta said IDC predicts the mobile
financial service market in Asia-Pacific to
reach US$600 billion in less than 12 months.

South Korea, India and Indonesia
have mobile commerce markets 19, 17
and four times the size of Thailand’s,
respectively.

Mr Araneta said Thailand is just on its
way to the starting point, thanks to the
launch of the national e-payment system.

He said reai-time mobile payment will
become a reality in the near future.

“The more payment transactions, the
greater the growth in the amount of data,”
Mr Araneta said, adding that companies

* must have the ability to collect and ana-
lyse mountains of consumer data, including

Mr Araneta says banks can play the role of
a catalyst in the adoption of e-payment.

spending paiterns.

E-payment will become an integral part
of people’s daily lives in the future, he said,
adding that banks ¢an play a catalytic role
in the adoption of e-payment.

Digital coupons or electronic discount
coupons and ticketing services are among
the creative payment platforms at the
e-payment stage. :

“This year is a milestone for the finan-
cial service market in Asia-Pacific, and the
market is moving towards the next genera-
tion of e-payment services next year,” Mr
Araneta said.

Punnamas Vichitkulwongsa, chief exec-
utive of Ascend Group and president of
the Thailand E-Payment Association, said

eset {

L

Mr' Punnamas cites the example 'of Sweden
as a counfry moving away from cash.

Thailand is still a cash-dependent society
as cash transactions accounted for 98.6%
of all transactions in 2014.

This is in stark contrast to developed
countries like Sweden, where cash trans-
actions accounted for only 4.4% of total
transactions in 2014, Sweden is also moving
towards a cashless society by 2020,

Mr Punnamas said the PromptPay ser-
vice under the national e-payment scheme
is expected to stimulate the country's online
retail payment transactions.

Of the total transactions in Thailand
last vear, less than 25% were paid through
credit cards, e-wallets, internet banking
and ATMs; cash accounted for the remain-
ing 75%. ’
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Ministry may adjust year's inflation target

PETCHANET PRATRUANGKRAI
THENATION ;-

g
THE COMMERCE Ministry is
preparing to adjust its 2016 infla-
tion target next month, after the
Consumer Price Index rose for the

fourth consecutive month in July. -

" The ministry reported that infla-
tion in the first seven months was
slightly negative at minus-0.07 per
cent after July’s CPI edged up 0.1
per cent year on year.

Month-on-month inflation was
minus-0.35 per cent on lower fuel
and food prices, the latter decline

i due to a higher supply of agricul-
tural crops after the end of the har-
vest season.

For now, the ministry has
retained its full-year inflation pro-

jection at 0-1 per cent. The projec-

" tion assumes that the price of Dubai

crude oil will average US$30-$4.0
per barrel, the baht will range
between 36 and 38 to the US dollar
and gross domestic product will
grow by 2.8-3.8 per cent. _

However, the ministry will next
month review the inflation target,
foreseeing that fuel prices, which
have shrunk again, could result in

lower inflation in the remaining

months, Somkiat Triratpan, inspec-
tor-general of the ministry and
director of its Policies and Trade
Strategies Bureau, said yesterday.
In the current third quarter of
the year, the ministry expects the
quarterly inflation of 0.47 per cent,
aslight increase from higher prices
of some foods and goods. In the

fourth quarter, inflation is expect-
ed to increase to 1.42 per cent from
last year's low base.

Sombkiat said the expected slight
increases in the CPI in the remain-
ing months should benefit the
economy and encourage more
spending.

Last month, prices of foods and
beverages rose 1.8 per cent, while
non-food-and-beverage prices
decreased 0.84 percent.

Core inflation, which excludes
volatile food and fuel prices, firmed
slightly in July to 0.76 per cent year
onyear and 0.73 per cent month on
month. Average coreinflation inthe
first seven months of the year was
0.73 per cent, which wasin line with
the Bank of Thailand’s forecast of
0.5-3 per cent.
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