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BoT embraces Basel III rule

Five big banks ordered
to beef up reserves

PAWEE SIRIMAI
SOMRUED| BANCHONGDUANG

\
Th%Bank of Thailand has instructed Thai-
land'’s five largest financial institutions to
beef up their capital reserves in order to
comply with international standards on
reserve requirements.

. The central bank is set to raise capital
requirements for domestic systemically
important banks (D-S1Bs), which are clas-
sified as important banks that are strongly
connected with the economy and finan-
cial system, said Ruchukern Siriyodhin,
deputy governor overseeing financial insti-
fution stability.

“The move is in line with the objective
to comply with an international standard,
Basel 11, and to take better care of the Thai
financial system,” said Mrs Ruchukorn.

The five banks classified as D-SIBs are
Bangkok Bank, Krungthai Bank, Bank of
Ayudhya, Kasikornbank {KBank) and Siam
Commercial Bank (SCB), she said.

These five banks have total assets worth
12.5 trillton baht or 70.2% of the bank-
ing system’s assets, according to central

tougher Basel III standard by increasing
the common equity Tier 1 (CET1) ratic
requirement and the capital adequacy
ratio (CAR) by 0.5% each in 2019 and 2020.

Current capital requirements set by the
central bank are 5.75% for CET1 ratio and
9.75% for CAR.

These five banks are also required to
submit reporting forms for consolidated
supervision to the central bank more fre-
quently, up from every quarter to every

Fare required t¢ meet the

month, starting from the beginning 0{2019.

The reporting forms include informa-
tion such as consclidated capital, liquid-
ity, savings, loans, non-performing loans
{NPLs), and other information that may
have implications for the economy.

“Changes in the regulation will not
affect these five banks as their current
reserves are already higher than the pew
requirements,” said Mrs Ruchukom.

“The higher capital requirement is
intended as a cushion in case of emergericy
and does not reflect that these banks have
any prablem.”

An increase in Tier 1 cap-
ital implies an increase in
capital reserves, and banks
would initially rely on this
capital when facing finan-
cial troubles, she said. Tier _
1 capital is core capital that
includes equity capital and
disclosed reserves. ‘

She said D-5IBs are iden-
tified by four bank-specific
factors, which are size, inter-
connectedhess, financial
institution infrastructure
and complexity of financial products
and services.

The central bank will reconsider the
list of banks that were classified as D-51Bs
every 2-3 years, said Mrs Ruchukorn.

“When banks with high-value assets

“~or & high volume of interbank tririsac-

tions are in trouble, they are more likely
to interrupt the system than other banks,”
said Semboon Chitphentom, the central
bank’s assistant governor for the financial
institutions policy group.

He said the stricter regulation on
these big banks is expected to strengthen
confidence in the Thai financial system
as they will be better at handling emer-
gency situations.

Mr Somboon said the Thai banking

Ruchukom: Changes will
not affect banks

sector remains strong with a CET1 ratio
of 14.62% and CAR ratio of 17.58% at the
end of June, considered much higher than
the minimum requirement.

The average D-SIBs’ CET1 ratio and
CAR ratio stood at 14.25% and 16.93%,
respectively, he said.

NO NEED TO PANIC

Shares of the five financial institutions
listed on the Stock Exchange of Thailand
declined slightly yesterday following the
central bank's announcement.

‘- But Prime Minister

H

concerns, stating the cen-
tral barik’s latest move is in
line with an international
standard and the five banks
have been very stable fol-
lowing the 1997 Asian
financial crisis.

Finance permanent
secretary Somchai Suj-
japongse echoed the pre-
mier’s stafement, saying the
move is in accordance with
an international standard
and the five banks have high capital reserve
ratios as shock buffers.

Kattiya Indaravijaya, the KBank presi-

Prayut Chan-o-cha allayed -

-

dent, said the bank has kept a strong Tier

1 capital base at 14%, exceeding the Basel
Allrequirement at 6%. KBank, the counnys

ifourth-largest lender by total assets, has

‘also set aside provisions for lean losses
above central bank requirements, with an
existing NPL coverage ratio of 141%.

The local banking industry has
acknowledged stronger regulations under
the Basel 11 rule and complied with the
international standard for several years.

KBank, as one of the five D-SIBs, has
maintained a strong capital base in prepa-
ration for the future and unexpected situ-
ations. The central bank's announcement
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about D-SIBs would not affect the bank’s
financial condition, business operations,
business plan, and prefitability, said
Ms Kattiya.

“Despite the trend of lower fee-based
income using digital banking services and
higher technology investment and regula-
tory expense, the bank expects to main-
tain positive profitability. We have seen
such trends coming and prepared for the
changes,” she said.

Kittiva Todhanakasem, SCB's chief
financial officer, said the central bank’s
announcement would build up confidence

Capital i
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in the local banking system.

With the strong capital reserves of
the big five banks including SCB, the
announcement should not cause any
impact. For the longer term, the move
should strengthen the banks' credit rating
and lower financial costs for fresh funding
mobilisation, she said.  ~

SCB, the couniry’s third-largest bank,
maintained a strong CAR at 17.62%, which
of 15.49% was Tier 1 capital, as of August.

'~ Additional reporting by Wichit
Chantanusornsiri _
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Plan to axe

deposit tax
break halted

WICHIT CHANTANUSORNSIRI
BL

The Finance Ministry will delay plans to
eliminate an exemption on interest income
earned through savings deposits after the
Bank of Thailand promised to enact more
stringent measures in overseeing finan-
cial institutions,

The Revenue Department recently dis-
cussed the issue with Finance Minister
Apisak Tantivorawong.

Both sides agreed the ministry should
delay eliminating the exemption after
the central bank said there were meas-
ures available to supervise commercial
banks which attempt to. help custom-
ers avoid paying the compulsory 15%
withholding tax deducted from deposit
interest income, said the department’s
director-general Prasong Pocontanéat.

The delay also takes into account any
potentially negative effects on depositors,
said Mr Prasong.

The central bank said it has coordinated
with the Finance Ministry and the Revenue
Deparunenti on investigating a commercial
bank that allegedly helped customers avoid
paying tax on interest income,

“The Bank of Thailand acknowledges
such undesirable behaviour was committed
by a commercial bank and is looking into
the incident to see if it is only one case ata
particular bank, branch, or if a certain bank
official is offering a special service to major
clients,” said Ronadol Numnonda, assistant
governor of the supervision group at the
central bank.

The central bank will also order
commercial banks to strictly comply
with tax regulations, he said.

The move came after Mr Apisak said
some officials at commercial banks had
been helping their customers avoid
paying tax by exploiting the 15% withhold-
ing tax exemption on interest income of up
1o 20,000 baht a year.

The tax waiver, which the Finance Min-
istry intended as an incentive to encourage
people to save more, has been Uised by the
rich to avoid paying taxes, he said. -~
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Minister firm
- on tax waiver

THE NATION
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FINANCE MINISTER Apisak
Tantivorawong has insisted on waiv-
ing withholding tax levied on inter-
est-based income in an excess of
Bt20,000 on concerns over the pos-
sible impact on depositors, aceord-
ing to Revenue Department direc-
tor-general Prasong Poontaneat. =

" Prasong said the department will
not abolish its exemption of with-
holding tax levied on the excessive
amount of interest-based income of
Bt20,000 as earlier planned.

The decision came after his dis-
cussion with Apisak on the matter
on Monday.

Previously, the finance minister
and the Revenue Department had
agreed tocancel the withholding-tax
waiver after finding a medium-sized
bank’s lack of governance in helping
its customers to avoid the 15 per cent
tax levied on interest in excess of
| Bt20,000.

: Meanwhile, the Bank of Thailand

' (BOT)has issued a new guideline to

' supervise and inspect commercial
banks for irregular behaviour,
prompting the finace ministry to
postpone its decision on the tax
waiver,

“The existing guideline is used for
tax on interest. There has been no
change or amendment yet as the
Revenue Department and the
Ministry of Finance do not want any
change to affect depositors. We will
wait and see the impacts from the
BOT’s supervision first,” Prasong
said.

Inregard tothe inspection of more
than 10 zero-dollar touring firms
whose tax payment does not exceed
Bt10 billion, he explained that aside
from QA Transport Co Ltd which
allegedly avoided tax of over Bt7 bil-
lion, four to five touring firms had
contacted the Revenue Department
topaytheir remaining taxin millions
of baht, citing that these firms did
not know that they had not paid the
full amounts.

As for those companies which
have yet to pay, they will be contact-
ed by the department, he said, not-
ingthat cases will be filed if they failed
to come forwards and settle the tax
amounts due. -~
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