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Headline: KTB net profit takes mighty tumble

MIGHTY HAVE FALLEN

A loan-loss provision for Energy Earth’s
default stung Krungthai Bank’s 2017 reported
net profit, down 30.5% B2

KTB net profit takes mighty tumble

Provision for Energy
Earth default stings

SOMRUEDI BANCHONGDUANG

State-owned Krungthai Bank’s (KTB)
unaudited consolidated net profit tum-
bled by 30.5% last year largely because of
a34.1% surge in loan-loss charges, making
it the worst performer among SET-listed
bank peers.

The bank reported a net profit of 22.4
billion baht in 2017, compared with 32.3
billion a year earlier, according to a filing
with the Stock Exchange of Thailand.

Itsetaside the highest loan-loss reserve
in terms of amount in the banking indus-
try last year at 44.8 billion baht, up 34.1%
from the previous year. Kasikornbank
(KBank) was second at 41.8 billion baht,
followed by Siam Commercial Bank (SCB)
at 25.1 billion and Bangkok Bank (BBL) at

22.4 billion.

KTB said in a separate statement the
jump in impairment charge for credit
losses in 2017 was aimed at maintain-
ing its coverage ratio to be on par with

the previous year and prepare for the
new accounting standard International
Financial Reporting Standard version 9
(IFRS9), which will take effect from Janu-
ary next year.

Its coverage ratio edged up to 121.7% at
the end of 2017 from 121.6% a year earlier
and 115.4% at the end of September 2017.

KTB's consolidated non-performing
loans (NPLs) soared by 13% to 103 billion
bahtat the end oflast year. In terms of gross
NPL ratio, itincreased to 4.19% at the end
of 2017 from 3.97% a year before, giving
KTB the largest gross NPL ratio among the
four large banks and the second-highest
among SET-listed banks after CIMB
Thai Bank.

At the end of last year, BBL's gross NPL

ratio stood at 3.9%, SCB's at 2.82% and
KBank's at 3.3%.

Asurge in NPLs forthe farming, mining,
industrial and commercial production,
and property and construction sectors
contributed to the bank’s higher bad loans
in 2017.

KTB's soured loans for the agriculture
and mining sector jumped by 611%to 11.3
billion baht, those for the industrial and
commercial production segment rose by
8.87% to 42.8 billion, and real estate and

construction gained 2.7% to 10.8 billion,
the bank reported.

The bank earlier said its reserves set
aside to cover bad loans rocketed up by
79.3% year-on-year and 86% quarter-on-
quarter to 13.9 billion baht during the
April-to-June quarter after coal miner
Energy Earth, which owed the bank
total debt plus interest of 12 billion baht,
defaulted.

KTB's net interest income fell by 1.37%
to 85.8 billion last year, while its net fee and
service income rose by 8.98% to 24 billion.

Its net interest margin fell to 3.23% last
year from 3.3% in the previous year.

The bank’s loans outstanding inched
up by 1.79% to 1.94 trillion baht at the end
of2017.

Krungthai Bank’s
logo is displayed
in a photo. The
bank’s 2017 net
profit plunged by
30.5%, weighted
down by a higher
loan-loss
provision. PATIPAT
JANTHONG

Its capital adequacy ratio rose to 17.5%
of risk-weighted assets at the end of last
year from 16.9% a year before.

KTB shares closed yesterday on the
Stock Exchange of Thailand at 20.20 baht,
down 20 satang, in trade worth 1.18 bil-
lion baht.
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SME Developr-nent Bank plans to provide soft loans to SMEs allotted to upgrade digital technologies. WICHAN CHAROENKIATPAKUL

LENDING

SME Bank to rain
B78bn in soft loans

LAMONPHET APISITNIRAN

The government is moving ahead with the
launch of its first batch of SME soft loans
worth 78 billion baht in the first quarter this
year, to support the development of digital
technologies by small and medium-sized
enterprises (SMEs).

Deputy Industry Minister Somchai
Harnhiran said the government will launch
three financial measures, all from the SME
Development Bank (SME Bank), includ-
ing 50 billion baht in soft loans to sup-
port local economies, 20 billion for the
SME factor transformation for upgrad-
ing machinery, and 8 billion for micro-

SME lending.

“We expect all the new measures for
SMEs will beef up the country’s economy
and increase money circulation of 1 trillion
baht, up by 5%,” he said.

Mr Somchai said the 78-billion-baht
budget falls within all measures outlined for
SMESs, that has a combined value 0f240 bil-
lion, which the cabinet approved on Dec 19.

The budget will be passed on to
state-owned financial institutions such
as Krungthai Bank, Government Savings
Bank, the Export-Import Bank of Thailand
(Exim Bank) and the Bank for Agriculture
and Agricultural Cooperatives, including
SME Bank.

Other soft-loan packages will be jointly
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offered 50 billion baht for KTB, 40 billion
baht for GSB, 15 billion baht for BAAC and
5 billion baht for Exim Bank.

Thailand has 3 million SMEs that employ
11 million people. SMEs account for 99.7%
of Thai businesses, with some 2.74 million
found nationwide.

Mr Somchaisaid there are non-financial
measures to help strengthen SMEs, such
as expanding 23 industry transformation
centres and setting up 270 SME support
and rescue centres nationwide.

The government will provide trainers
and create SME big data resources. Local
SMEs are also expected to benefit from the
government's Big Brother project, in which
large firms will guide smaller ones.

“We will develop a digital value chain
for SMEs via a business-to-business digital
platform, for which the government has
support from Japan's Ministry of Economy,
Trade and Industry and the government
will expand partnership to ndochina coun-
tries,” he said.

“We wantto upgrade SMEs in provincial
area via the creative industry village ini-
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tiative, expecting to increase their income
by 25%."

In a related development, Mr Somchai
said SME Bank has exited its rehabilitation
plan following improved operating perfor-
mance and declines in its non-performing
loans over the past three years.

SME Bank’s bad loans have fallen from
32 billion baht of its total loan portfolio, or
40%, in 2014 to 16 billion baht, or 16.8%,
in 2017.

Suwanchai Lohawattanakul, director-
general of the Office of Small and Medium
Enterprises Promotion, expects to expand
loans to 300,000 local businesses in 2018.

“The agency has a project to develop
new SME products to enter at an interna-
tional standard, expecting to create new
55,642 SMEs in the first quarter with a value

of 1.5 billion baht,” he said.

“The government also has ambitions
to upgrade SME efficiency to be stronger
in the Indochina region on the back of
new trends such as digital platforms and
e-market places.”
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BAAC mulls Bt5 bn equity fund to hasten switch to ‘smart farming’

WICHIT CHAITRONG
THE NATION

THE BANK for Agriculture and
Agricultural Cooperatives (BAAC) is
considering setting up a Bt5 billion
fund for equity investment in poten-
tial ventures undertaken by so-called
smart farmers, small and medium-
sized enterprises (SMEs)and agricul-
tural cooperatives.

Thestate-owned bankalsoaims to
tackle the accumulated debts of up to
Bt200 billion owed by one million of
its customers, Apirom Sukprasert,
president of the BAAC, said in an
exclusive interview with Nation
Multimedia Group.

The BAAC is consulting with the
Bank of Thailand about project
financing and directequity investment
in the operations of smart farmers,
SMEs and agricultural cooperatives

that are identified to have business
potential, he said. The initial funding
would be about Bt5 billion, Apirom
said. If the proposal is approved, the
bank will earmark fundsforthesespe-
cial projects this year.

An alternative option is for the
BAAC to propose to Deputy Prime
Minister Somkid Jatusripitakthatuse
be made of some of the funds under
the government’s Bt150 billion mid-
year budget to support a young smart
farmers programme, he said.

“Direct funding from the govern-
ment budget may reduce the burden
on the farmers, while lending would
increase their debts,” Apirom said.

The bank’s strategy is in line with
government policies that aim to
reformtheagricultural sector, accord-
ingto Apirom. The economicvalue of
the farm sector represents less than 8
per cent ofthe country’s gross domes-

INTERVIEW
W

tic product but it
. employ 30 per
cent of the 38
million-strong
workforce.

The govern-
ment hastried to
develop the con-
cept of smart
farming, has-
tened by the
trend towards an ageing society that
will result in the departure of large
numbers of retiring farmers.

The bank will also work with
potential SMEs and cooperatives to
support smaller farmers, such as by
providingthem with amarketwindow

or helping them to increase their pro-
ductivity, said Apirom.

The BAAC also has set apriority to
solve the debt problems of'its clients.
About one million of them have com-
bined debts of up to Bt200 billion
owed to amixofsources, including the
bank, underground lenders and rela-
tives. Thefirststepistonegotiate with
outside lenders and transfer their
debts to the bank. This process could
take place in the coming months, he
said.

The bank may give each of them a
debt moratorium for half of their
debts. The first half would be restruc-
tured and the bank would give them
a two-year grace period.

If these farmers are able to repay
the debts within a designated period
of, say, seven years, the bank would
considerdebt forgiveness forthe other
half of the liability, Apirom said.

APIROM
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Apirom said he has a vision for
BAAC to become sustainable devel-
opment bank for rural communities
over the next five years. It has annual
working capital of Bt1.3-14 trillion,
almost funded by the bank’s deposi-
tors.

The BAAC is also participating in
the government’swelfare programme
for low-income earners. Among the
114 million registered with the gov-
ernment as welfare-card holders, 3.9
million are small farmers registered
withthe BAAC. Ofthisgroup, 3.6 mil-
lion are clients of the bank.

The government has promised to
increase the monthly handoutstowel-
fare recipients next month, under the
second round of support measures.

The BAAC and other parties will
start trainingforsmall farmers around
April in an effort to increase their
productivity.
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