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Big C deal

blamed

for 90% drop in FDI

PATHOM SANGWONGWANICH
NUNTAWUN POLKUMDEE E/ }
The central bank is playing down concerns
about a steep drop in foreign direct invest-
ment (FDI) in the first half, saying it was
partly due to a withdrawal of investment
in terms of equity in one foreign company.
Bank of Thailand governor Veerathai
Santiprabhob said that if the net FDI

- figure excluded the outflow of equity, the

* tors sold their equity to Thai

drop would not have been as large as 90%.

“The significant dip in FDI was partly
due to the Big C deal worth about US$3.5
billion in which foreign inves-

investors and repatriated those
funds,” he said. .

Mr Veerathai also said the
FDI figure has no effect on cur-
remnt economic activities.

He clarified the figures after
central bank data released on
Monday showed the biggest
drop in FDI since 2005.

The report blamed poor FDI
on the lackiustre global econ-
omy, political uncertainty in
Thailand and the structure of Thai industry,
which continues to produce low-technol-
ogy products even as wages rise relative to

" neighbouring countries.

Roong Mallikamas, a senior director of
the central bank’s macroeconomic and
monetary policy department, said that if

i the Big C transaction was excluded, net

FDI in the first half would not have been
substantially lower than in the same period
last year.

“This transaction had a high value and
was booked as FDI outflows,” she said.

Veerathai: No effect
on economic situation

Mrs Roong said lower FDI was not
alarming because of a high base effect in
early 2015 associated with considerable FDI
inflows to the telecommunications sector
for increased capital investment. -

Reduced trade credit of affiliated com-

panies in line with a decline in Thailand’s

import value was another factor.

In February, France’s Casino Group sold
its majority stake worth $3.5 billon in Big
C, one of Thailand’s largest supermarket
chains, to TCC Group owned by liguor
tycoon Charoen Sirivadhanabhakdi.

Net FDIin the first half was registered at
$347 million, down from $4.2
billion in the same period last
year. Net FDI solely in terms

ter beforerising by $1.13 billion
in the second quarter.

The Board of Investment
does not include equity out-
flows in its FDI figure. It said
its target for applications asking
for investment privileges of
450 billion baht is likely to be
reached thanks to the gévernment’s aggres-
sive efforts to attract investors.

‘Finance permanent secretary Somchai - .

of equity contracted by $10.6 .
billion. Net FDI contracted by
$789 million in the first quar- -

Sujjapongse said the figures show that :

the economy is fundamentally solid bur a
lack of confidence has discouraged people
and companies from spending and invest-
ing amid the political uncertainty.
“Investors and people are sticking to
a wait-and-see approach in the current

situation. If politics become more stabie, I |

believe we will see spending and an invest-
ment rush,” he said.
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TBA'S ‘PRACHA RATH FOR SMES' OFFERS SOFT LOANS AT 4% INTEREST FOR FIRST 2 YEARS

SUCHEERA PINIJPARAKARN
THE NATION

THE THAI Bankers’ Association

(TBA) is stepping in to help lig- .

uidity-lacking SMEs by launch-
ingon August 15 the “Pracha Rath
for SMEs” soft-loan scheme worth
Bt10 billion.

The loans carry a fixed interest
rate of 4 per cent for the first two
years before changing to a float-
ing rate from the third to seventh
years.

Predee Daochal, chairman of
the TBA, told yesterday’s meeting
of the Joint Standing Committee
on Commerce, Industry and
Banking (JSCCIB) that the cam-
paign would run to the'end of the
year.

Each bank will open a credit
line of Bt2 million per SME cus-
tomer.

The SMEs must not use the

proceeds for refinancing, since the
banks want to help them expand.

Small businesses arethetarget
of this programme because of the
loan size of Bt2 million.

Fachbank has its own package
to help SMEs but “Pracha Rath
for SMEs” is an extra option.

For example, the Governinent
Savings Bank has prepared a
Bt30-billion soft-loan package for

" SMEs to upgrade production

machinery.

Thanyalak Vacharachaisu-
rapal, head of money and banking
at Kasikorn Research Centre, said
the cheap credit could stoke the
loan appetite of SMEs.

However, SMEs that have the
potential to grow should be
allowed to benefit from the soft
loans because they can enjoy a
lower cost of funds, while banks
will get quality customers.

KResearch projects SME loan




: growth this year at 3.5 per cent
versus 2.8 per cent last year, due
10 improving economic prospects
in the second half. '

Last year, the banking system
had Bt4.26 trillion in outstand-
ing SME loans.

notquote new pricesin US dollars

to buyers overseas.

“We can accept it if the baht

starts appreciating from econom-
ic fundamentals, but the baht’s
movement right now is reflecting
the short term of capital inflows

SMES THAT HAVE THE POTENTIAL TO GROW SHOULD
BE ALLOWED TO BENEFIT FROM THE SOFT LOANS
BECAUSE THEY CAN ENJOY A LOWER COST OF FUNDS,
WHILE BANKS WILL GET QUALITY CUSTOMERS.

The JSCCIB also discussed
fund flows, as they are driving the
baht up.

Jane Namchaisiri, president of
the Federation of That Industries,

+ said the private sector was quite
concerned about the rapid appre-
ciation of the baht from the capi-
talinflows becanse exporters can-

and buyers abroad are not allow-
ing sellers to adjust prices.

“We are closely monitoring the
impact ofthe baht's strengthening
on the export sector. But the JSC-
CIB believes the Bank of Thailand
is also keeping a sharp eve on the
situation,” he said.

The JSCCIB has leftits forecast

* of the Thai currency for this year

unchanged at 36.20 against the

. US dollar,

The JSCCIB believes the cen-
tral bank’s Monetary Policy
Committee will maintain the pol-
icy interest rate at 1.50 per cent at
its meeting today, he added.

Yesterday, the Thai Credit
Guarantee Corporation (TCG)
signed an agreement with 17
financial institutions for SMEs’
start-up and innovation credit
guarantee, while extending SME
guarantees to Bt20 million for 10
years as an enticement for banks
to extend credit.

Nitid Manoonporn, president
of TCG, said the corporation had
also adjusted its credit-guarantee
conditionsincluding reducing the
credit-guarantee fee for lower
costs of business operators and
more flexibility for banks.

By the end of the current year,
TCG expects to have provided up
to Bt1 billion in assistance to oper-
ators.
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- FINANCE

- Fitch upgrades ratings of 9
‘Thai financial institutions

; Fitch Eatings has upgraded the national -

long-term ratings of nine financial institu-
tions in Thailand.

:  Thenational long-term ratings of Bang-
© kok Bank (BBL), Kasikornbank (KBank},
i Siam Commercial Bank (SCB), Easy Buy
(EB) and Maybank Kim Eng Securities
Thailand {(MBKET) have been upgraded
to AA+(tha) from AA(tha), the rating agency
said in a release.

The same ratings of Kasikorn Securi-
ties (KS), SCB Securities (SCBS), CIMB
¢ Thai Bank (CIMBT) and CIMB Securities

Thailand {CIMBS) have been upgraded to
* AA[tha) from AA-(tha).

The outlooks for BBL, KBank, SCB, KS,
SCBS, CIMBT and CIMBS are maintained
at stable. The outlooks for EB and MBKET
are maintained at negative.

Furthermore, Fitch has affirmed the
national long-term rating for Bank of Ayud-
hya (BAY) at AAA(tha), while revising its
outlook to stable from negative.

The rating actions follow the recent
downgrade of the Thai sovereign’s long-
term local-currency issuer default rating.
That move caused Fitch 1o reassess the
Thai national ratings scale and the relative
position of these entities on the national
ratings scale.

The national ratings of BBL, KBank
" and SCB reflect their stand-alone credit
strengths, as indicated by their viability
ratings of bbb+, and by their credit profile

relative to the best credit in the country —
in this case, the sovereign.

These three banks are among the larg-
est in Thailand, with strong franchises
and consistently above-average finan-
cial performances. In Fitch's view, these
banks’ stand-alone profiles have remained
unchanged despite the Thai sovereign
rating action, which has led to a narrow-
ing of the gap relative to the sovereign on
the national scale ratings.

The national ratings of KS and SCBS
are notched down from KBank and SCB,
respectively, reflecting Fitch's view that
these are strategically important subsidi-
aries of their parents.

The national ratings of BAY, EB, MBKET,
CIMBT and CIMBS reflect Fitch's view there
is a high likelihood they will receive extraor-
dinary support from their respective foreign
parent groups, if needed. These five entities
are strategically important subsidiaries of
their groups, due to the clear management
control, stronglevels of integration and high
levels of operational and financial support.

The change in outlook at BAY also .
reflects a low risk of any widening gap
between its credit profile and that of the
Thai sovereign in the near term. A down-
grade of its parent, the Bank of Tokyo-Mit-
subishi UF], would not automatically lead
to a downgrade of BAY's national long-term
rating, assuming there is no change in the
sovereign credit profile,
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