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Scrapped digital fees to hit banking income

SOMRUEDI BANCHONGDUANG

Four large banks and a few smaller ones
deciding to eliminate fees for digital bank-
ing transactions will deal a blow to the
industry's fee-based income, which con-
tributes a big portion, says the chief of the
Thai Bankers' Association {TBA).

“The cancelladon of digital transaction
fees will certainly affect commercial banks'
fee-based income, but the move encour-
ages transformation to a cashless society
and beefs up some operators’ competitive
edge,” said TBA chairman Predee Daochai,
the president of Kasikornhank {(KBank).
"It also compels banks to cut their operat-
ing costs.”

Even though commercial banks must
focus more on cost savings, it is unlikely
to be enough to completely offset the for-
gone revenue, he said, meaning banks must
search for new sources of income.

The electronic platform offers banks cost
savings in managing cash amounting to 140
billion baht a year, Mr Predee said.

Banks are not expected to raise transac-
tion fees at brick-and-mortar branches to
offset the missing revenue, he said.

“Banks need to serve all customers who
have different demands in financial prod-
ucts and services,” Mr Predee said. “For
instance, banks still offer cheques, though
it is a loss-making service. However, the
service demand has declined significantly
over the past several years.”

Four large banks — Bangkok Bank (BBL),

Siam Commercial Bank (SCB), Krungthai
Bank (K'1B) and KBank — on Wednesday
made a surprise push into digital banking
by offering free transactions on their digi-
tal platforms.

The aim is to attract more customers
and monitor their financial behaviour and
data, which is crucial for banks to fight
against new players from platform giants
like Alipay.

BBL, SCB and KBank per-
manently removed the fee for
interbank and cross-clearing
zone money transfers, bill
payments and top-up services
through the digital platform,
while KTB offers the services
free of charge until the end of
this year.

Kiatnakin Bank yesterday
followed in the big banks’ foot-
steps by waiving transaction

Predee: Cost savings
won't offset revenue

fees for its online platforms, KK
e-Banking and KK e-Banking@PhatraEdge.
Although transactions through physical
branches are falling and transaction costs
exceed those of digital channels, demand
at branches remains intact, Mr Predee said.
Overall mobile banking transactions are
expected to surpass 900 million this year, a
significant increase from below 600 million
transactions the year before. For branches,
the number of total branches increased
slightly to 6,789 at the end of February from
6,784 at the end of 2017 but declined from
7,016 at the end of 2016.

Mr Predee said PromptPay, a funds
transfer through ATM and online chan-
nels under the national e-payment scheme,
would be unscathed by the no-fee online
banking transactions offered by large and
some smaller banks, and PromptPay’s
transactions via ATMs are expected to
increase because it is the channel for those
not familiar with technology in making
financial transactions to avoid
fee payments.

With PromptPay, money
transfers via ATM machines
and online channels to
recipients who linked banks’
accounts with numbers of
mobile phones or ID citizen
are free for up to 5,000 baht;
5,001-30,000 baht transfers are
charged a fee of no more than
two baht; 30,001-100,000 baht
transfers cost no more than five
baht; and transfers exceeding
100,000 baht are charged no more than
10 baht.

Meoreover, PromptPay services are being
extended to new areas such as request-to-
pay, so it still has demand for PromptPay,
Mr Predee said.

Asia Plus Securities said in a research
note that the impact from the no-fee ser-
vices would be limited, as PromptPay
already offers money transfers free for
transactions of up to 5,000 baht.

The brokerage house estimated that SET-
listed banks’ fee-based income would rise

E’\_L;.
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~

by 7% this year, down from last year’s 9%
growth.

Thai shares yesterday experienced a
sharp fall, plunging 1% to 1,766.92 peints,
led bya sell-off in banking stocks. KBANK's
shares were off one baht at 212 baht, BBL
fell four baht to 198 baht, and KTB declined
20 satang to 19 baht. SCB bucked the trend,
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rising two baht to 143.50 baht.

Thanyalak Vacharachaisurapol, assistant
managing director of Kasikorn Research
Center, estimates that banks will lose up
to 10 billion baht in fee-based income for
the remaining three quarters this year after
digital banking transaction fees are waived.

But the moves will not have a significant
impact on the overail banks’ revenue, he
said, as fee-based income represents about
one-fifth of total revenue on average. He
said banks will seek new sources of income
to offset the forgone revenue, while their
interestincome is promising amid the eco-
nomic recovery.

In the meantime, Mr Predee, who has
been appointed as TBA chairman for a
second term, said the association will
continue pursuing its five-year business
plan, which has so far been implemented
for two years.

Zero fees for digital banking transac-
tions would change the landscape of the
local banking industry and take a toll on
banks’ fee-based income. But the otherside
of the coin is, the digital era creates busi-
ness opportunities in new areas, including
e-comimerce.
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Banks bet on savings from Net services

system Bt9 billion in foregone rev-
enue this year - figure dwarfed by the
overall fee income of Bt190 billion in
2017.

Themavewill havelittleimpacton
the banks’ profits as they can gener-
ate more fee income trom other serv-
ices, according to the research house.
Feeincome collected on money trans-
ferstorthewholesystemisabout Bt1s
billion to Bt20 billion.

Consumers take-up of mobileand
other Internet banking services will
lower costs forthe whole financial sys-
tem as they do more transaction on
their mobile devices and computers.
This means less use of cash and less
contact with bank branches.

Predee said that, within Internet-
based services, mobile banking is
expected to dominate the market as
bank customers find it much more
convenient, along with the cost sav-
ings, to make their transactions by
phone. According to data from the
Bank of Thailand, the number of
transactions via mobile platforms
jumped to almostonebillionlast year.
With this growth, that level exceeded
the number of transactions made by
other forms of Internet banking, as

well as by credit card and cheque.

Profit growth in the banking sec-
tor shrank 7.2 per cent to Bt174 bil-
lion, with fee revenue accounting for
20 per cent of this amount. Kasikorn
Research Centreprojects that fee rev-
cnue for the industry will grow by 2-
3 per cent this year.
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MOBILE SHINES AS TOP CHOICE IN

ONLINE BANKING AND MOVE FOR FEE
WAIVERS ON TRANSFERS IS SEEN AS
OPENING UP MORE OVERALL INCOME

ators. His comment came as the major

NATION GRAPHICS

WICHIT CHAITRONG
THE NATION

THAT banks are betting on reaping
the savings from the increased popu-
larity of mobile banking, even asmany
of the major lenders begin waiving
feesfortransfers andbill payments on
mobile and other Internet banking
services, said Predee Daochai, chair-
man ofthe Thai Bankers’ Association.

However, Predee conceded thatthe
industryfaced many challenges due to
the intensified competition among
banks and non-bank financial oper-

banks start offering clients fee waivers
on transactions such as transfers and
bill payments when these are made
with phone applications or on the
computer. These banks include Siam
Commercial bank, Kasikornbank,
Bangkok Bank, Kiatnakin and Krung
Thai Bank.

“Fee waivers will have some effect
on banks’ profit, but we expected
mobile and Internet banking will
lower the overall cost.” said Predee,
whoisalso president of Kasikornbank.

Kasikorn Research Centreprojects
that fee waivers will cost the banking

Amongthe 1ssucs for the industry,

Predeesaid, is thatthe national e-pay-
ment system has cut into fee revenue,
and this has resulted in the banks
competing on the fee waivers,

The rapid changes in technology
have also affected consumer behav-
iour. This has spurred intense com-
petition among banks and the
advances in technology have enable

non-bank operators to compete in a
reshaped financial services industry.

However, Predee said he was con-
fident Thai banks would be able to
compete and survive.
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He recounted that with the 1997
financial erisis, many local financial
institutions collapsed and foreign
banks movedinto the country. But, so
far.large foreign banks have had lim-
ited sucecess in doing business in
Thailand. Morcover, the non-bank
operators that have begun deploying
financial technology to compete with
the traditional banks could do better
in only some areas, he said.

Lastly, a key challenge came in the
form of new accounting standards
imposed on the banks by regulators.
This will cause bank to have higher
financial reserves, and risk weighting
on some assets will rise. Such an out-
come would increase thecost of lend-
ing for some business, Predee said.

He said thatbank lending for busi-
nesses isexpected togrow 4.8 percent
this year, up from 4.6 per cent last
yvear. Government investment in
infrastructure projects will lead to
more invesiment by the private sec-
tor, Predee said.

Retail lending is expected to ease
to 5.5 per cent growth this year, com-
pared with 6 per cent last year. High
household debt would limit retail
lending growth, Predee said.
Houschold debt is estimated to be
about 77-78 per cent of gross domes-
tie product this year.
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