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REUTERS World Business Markets Politics TV
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ASIA MARCH 29, 2018 J 2:28 PM / 5 MONTHE AGOD

Thailand's top banks to waive off digital
transaction fees

Reuters Staff 2 MIN READ L J f

BANGKOK, March 29 (Reuters) - Thailand’s four largest banks have decided to waive
off digital transaction fees to retain retail customers as new channels for online

payments and electronic wallets are being launched in the country.
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Markets

A Goldman Trading Desk That Once Had
500 People Is Down to Three

By Sonali Basak and Christopher Palmeri
1 waua1an 2561 00:19 GMT+7

DEALS MARCH 8, 2018 / 11:35 AM / 5 MONTHS AGO

Julius Baer to tap Thai wealth with Siam
Commercial Bank venture

Reuters Staff L f

BANGKOK/HONG KONG (Reuters) - Switzerland’s Julius Baer (BAER.S) is forming a
joint venture with Siam Commercial Bank (SCB) (SCB.BK), the latest foreign bank waditwe fisaa. CAIA. FRM. PRM

looking to tap Thailand’s growing wealth. Pongpit.democrat@gmail.com
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Lender-Savers

1. Households

2. Business firms

3. Government

4. Foreigners
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Bank function

Brokerage function
- Acting as an agent for investors:

- Asset transformer:
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Information costs

-Economies of scale reduce costs for Fls to screen and monitor
borrowers

Less liquidity

Substantial price risk
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Net interest margin (NIM)

Non performing loan (NPL)

Loan loss reserve (LLR)

Loan to deposit ratio (LDR)
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T-account is a simplified balance sheet, with lines in the formofa T
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Assets Liabilities Assets Liabilities
Reserves $20M | Deposits $100M Reserves $10M | Deposits $90M
Loans $80M | Bank $10M Loans $80M | Bank $10M
Securities $10M Capital Securities ~ $10M Capital

* Suppose bank’s required reserves are 10%

* If a bank has ample excess reserves, a deposit outflow does not
necessitate changes in other parts of its balance sheet
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Assets Liabilities Assets Liabilities
Reserves $10M | Deposits $100M Reserves $0 | Deposits $90M
Loans $90M | Bank $10M Loans $90M | Bank $10M

Securities $10M Capital Securities ~ $10M Capital

 Reserves are a legal requirement and the shortfall must be
eliminated

* Excess reserves are insurance against the costs associated with
deposit outflows
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Assets Liabilities
Reserves $9M | Deposits $90M
Loans $81M | Bank Capital $10M
Securities $10M

* Reduction of loans is the most costly way of
acquiring reserves

e Calling in loans antagonizes customers

 Other banks may only agree to purchase loans at a substantial
discount
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Assets Liabilities
Reserves $9M | Deposits $90M
Loans $90M | Borrow from Fed $9M
Securities $10M | Bank Capital $10M

 Borrowing from the Fed also incurs interest payments based

on the discount rate
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High Bank Capital Low Bank Capital
Assets Liabilities Assets Liabilities
Reserves $10M | Deposits $90M | Reserves $10M | Deposits $96M
Loans $90M | Bank Capital $10M | Loans $90M | Bank Capital $4M
High Bank Capital Low Bank Capital
Assets Liabilities Assets Liabilities
Reserves $10M | Deposits $90M | Reserves $10M | Deposits $96M
Loans $85M | Bank Capital $5M | Loans $85M | Bank Capital -$1M
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* Fls receive special regulatory attention.
e Too big to fail.
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Safety and soundness regulation:

Regulations to increase diversification
- Single borrower limit

Minimum capital requirements
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In response to the growth
. Consultative Paper (CP1) In to Financial Crisis Banking '
Response Quality: Response Quality: in Nov 18, 1999, and CP3 which dawned on us In 2007: m g R
Reactive Reactive in July 2003 Sub-Prime Real Estate Lending St.
R
Basel|  Basell’» _ Baselll Basel Il 2 Basel 1V
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Credit Risk
‘ — l | S e - Credit Risk R Market Risk
—— 4 Market Risk ‘ Market Risk
e Market Risk Operational Risk
Debt Crisis “ ' | Operational Risk Operational Risk .
\_ ___ Capital Quality Shadow Banking
Crisis Financial | Liquidity: LCR, NSFR | L
Innovations \_ ’ A ) 4
Back To To Prevent Yet
Financial Crisis Another Financial
Crisis
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