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Executive Summary

The objective of this research is to suggest ways in which the securitization
transaction in Thailand could be appropriately developed, including the use of securitization
transaction in the Ministry of Finance, Department of Treasury social project. The finding of
this study such as feasibility, issues concerned and public clarification would be available for
all Public Sectors and relevant agencies.

The structure of Securitization transaction is the process of issuing the asset referred
debt instrument which could be the right of claim or any other right that resulted the inflow
of future income. The said transactions are well-known and widely used in many countries
particularly, the sizable economic volume countries and facing the budgetary difficulty as
well as the public debt. The Securitization is the important tool for the development of
Mortgage loans market and fund raising for large basic infrastructure project. In Thailand,
even though, the securitization transactions were used for the development of the secondary
mortgage market and the construction of Government Complex, Chaengwattana Road, and
supported by the legal framework and the tax incentives, the use of securitization transaction
is still limited.

After the study researchers are of the view that the securitization transaction would
benefit the economy as a whole. In order to enhance the use of the securitization transaction for
the effective economic activities, the followings are the suggestion for development of the
securitization; 1) in overall the mortgage loan markets in Thailand has been strictly regulated
by the authorities. Under the new capital accord, the financial institution would give more
attention to the securitization transactions. In addition, the growth of Non-Bank business
would also increase the chances in conducting the securitization transactions. The public

sector budget and public debt constraints would enhance the use of the securitization as a
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fundraising tool for infrastructure investment projects. The State owned enterprises and the
State financial institutions which normally rely on funds provided by Government through
the direct or guaranteed  Government loans could use the securitization as a tool for
fundraising instead. The amendment or revising of the Secondary Mortgage Corporation
(SMC) legal framework to enable SMC to conduct financial advisory business as well as
conducting the variety guarantee scheme. 2) To promote and motivate the investors, risk
weights for debt instrument of the securitization transaction should be reduced and able to
treat as part of liquidity provision of financial institutions. Tax incentives should be the same

as others investment in the similar maner.

For the two case study projects, first the Extension Government Complex project or
Zone C project which value approximately Bht 20,000 million. The purpose of the project is
to build the Office Building for rent to Government Agencies, State owned Enterprises and
Autonomous Organizations which similar to the previous projects. Therefore, it is more than
likely that the securitization transaction will be used and in order to cope with the high cost
and the delay of the project activities, the Electronics Auction will be used for all
procurements by Dhanarak Asset Development Company limited (DAD). All construction
risks will be transferred to private sector. The capital raising will be the responsibility of
DAD, while SMC play the role of Advisor and Credit enhancement. However, the SMC
could execute these activities only the enabling instrument of SMC is amended. Regarding
the issue on the worthiness of budgetary expenses, the study suggests that the economic
maximization of the building space layout and the increasing of commercialize income
generating activities are necessary. Presently, there are many sources for interest rate
reference and the investors pay more interest on the securitization debt instrument than in the

past. Therefore, the interest of C zone project securitization debt instrument could be fixed at
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0.5 — 1.00 percent. In order to reduce the administrative cost, the institutional investors
should be priority target group. The bond should be medium term range and be able to
rollover as well as could be amortized over time.

The renovation and construction of Chiang Mai University student dormitory project is
the second case study for this research. The project worth approximately Bht 1,000 million.
The project will be financed by the securitization debt instrument. The future inflow income
from rental activities will be the backed asset for the bond. The structure of the project bond
consists of medium term duration and the new bond will be reissued when matured which
would reduce the interest burden and avoid the long term interest. The expected paid off
would be 22 years. The project bond yield will be coinciding with the Government bond plus
credit spread. The investors will be paid back both principal and interest. The researchers are
of the view that there are some of the risks involve in executing this project such as the
managing of the inflow income from dormitory and commercialized spaces renting as well as
the construction risk. For the investors, there should be the mechanism to accommodate the

liquidity of the holders of debt instruments.
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