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Digitally Enabled Bank

|. Customer Experience A framework of four lll. Product & Operations

key functional

domains of a
digitally-enabled

Il. Risk & Regulation sl W [l Ceipizl &

Organisation

Digital Transformation Framework

Set Direction &

Boundaries
e Structure

« Aspirations
e Imperatives
e Company Plans

Vision
Guiding Principles Objectives
Target Operating Model

Why are we doing this? Vision & Target Model

Governance (incl. KPI's)
Approach

People/Organization

Attributes
How will we control our efforts? DISCIplIne Traits
Alignment

What are we going to become? Culture

Transformation Journey
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Global investment activity (VC, PE and M&A) in fintech companies
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Source: Pulse of Fintech Q3'17, Global Analysis of Investment in Fintech, KPMG Intemational (data provided by PitchBook) November 7, 2017.

Note: refer to the Methodology section on page 81 to understand any possible data discrepancies between this edition and previous editions of The Pulse of
Fintech. Please note that the separate PE and M&A data sets both include PE buyouts as a transaction type per the Methodology section on page 51.



Top 10 global financings in Q1'18
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$2500M  Singapore 59> —BLE Series G
Lyft $1700M  San Francisco, CA 57> —HCER Series H
$1500M Los Angeles,CA BEXEEE Early-stage VC
GO-JEK $1500M Jakarta, Indonesia 193> —BeE  Series E
$1250M  San Francisco,CA 593 —BcEs Late-stage VC
$963M Plantation FL AR F/)\/4X Series D
$866M Beijing, China 17949 Late-stageVC
$865M Menlo Park, CA EBIEAYINITIY  Series D
$818M  Beijing, China P BEE)ERSE  Series C
$632M  Wuhan, China J—-LEEE{E Corporate

Source: Venture Pulse, Q1'18, Global Analysis of Venture Funding, KPMG Enterprise. Data provided by PitchBook, April 11, 2018,
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Jigitisation: Thal Banks Key Impacts and Irends - mobie witnessing
exceptional growthrates

« Significant technology investment plans announced
under 3-4 year transformation programmes to 2020
— main area of focus is enhancing customer service
at approximately 70%, with 20% and 10% allocated

Major banks start to invest heavily on digital transformation

SCB THB 10 bn pa 20% USD 50 mn to middle and back office initiatives, respectively
KBANK ~ |THB 5 bn pa 7-8%  [Not Disclosed « Growth rates in mobile adoption continue to
] accelerate with 15% growth in number of accounts

BBL THB 2 bn pa 9-10%  |Not Disclosed and 100% growth in transaction volumes in the

second half of 2017 —in the current period MoM
Mobile / Internet Banking Transaction Volumes increases of 30% have been witnessed
g —— Intemet Banking 6  Epayment volumes have also witnessed significant
b —=— Mobile Banking levels of growth with a 45% increase in 2017
§ 334 contributed by non—banks / banks in a ratio of
o 60:40
=
5 e .
§ * |IT platforms have exposed vulnerabilities in coping

with growth pushing Banks toward cloud based
solutions

» Expectation that tier 2 banks will effectively become

43 45 48 51 53 55 63 69 63 67 p451 “non-banks” as barriers to entry increase — this is
;LO 3 0 3 ‘«_>| ‘«_>| ‘«_>| © ~ : ~ : also expected to spur M&A activity in line with
o o o o o 0o o ¢ o o o O recently introduced government tax incentives to
— AN (90] < — (qV] (9p] < — (q\] [90] <

encourage consolidation in the sector
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HHTUBFTH: [Nal Banks Key Impacts and Irends - change Indistribution
MOCEIS

Majority of large banks embarked on significant
branch rationalization plan — most significant is
SCB with over 70% reduction in “traditional”
branches from 1,153 to 400 from 2018 to 2020

Significant cost savings expected from branch
closure — estimated reduction per transaction cost
approx. THB b5 to THB 1-2

However consensus estimates indicate increases
in opex of approximately 6% through 2019 for
additional investments in digital transformation

Under the BoTs financial inclusion initiatives,
“Banking Agent Licenses” have been announced
to provide basic banking services in rural areas —
expected take up is approx. 200,000 with petrol
stations being the main participants

Banking agent services range from money
deposit, transfer, withdrawals and bill payment —
limit of THB 5,000 per transaction and THB 20,000
per day. Loan distribution is not permitted

© 2018 KPMG Phoomchai Business Advisory Ltd., a Thai limited company and a member firm of the KPMG network of independent member firms affiliated with KPMG International




Jigitalization: Key Impacts and Irends - AllFree services

Key Statistics of top 4 Banks

Transactional fee income (% of total fee & service income)

35.00% -
30.00%
25.00%
20.00%
15.00%
10.00%

5.00%

0.00%

31.00%

KX: E‘ m m

(@) =
8 m I} ¥
X

Estimated impact from fee waiving

Total fee &
service
income

Net profit
forecast

Impact to
2018F earnings

% impact to
2018F earnings

39,306 29,841 30,743 25,195

38,540 35,013 43,773 19,894
-4,749 -2,751 -2,122 -3,293
-12% -8% -5% -17%

Source: Deutsche Bank, Company Data

KkPMG!

Kbank, BBL and SCB announced permanent fee
waivers for all interbank and cross clearing zone
tfrs, bill payments and top up services — KTB
temporary

Migration rates from traditional channels to
mobile internet expected to increase significantly

Impact on profit expected to be partially offset by
lower operating costs through branch
rationalization

However significant IT expenditures still required
to ensure customer retention / growth rates
maintained

Banks leading in technology investment should
benefit from enriched transactional data allowing
increased product / service customization that
should creating new business opportunities

© 2018 KPMG Phoomchai Business Advisory Ltd., a Thai limited company and a member firm of the KPMG network of independent member firms affiliated with KPMG International

Cooperative ("KPMG International’), a Swiss entity. All rights reserved.
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Government Updates

Program

Credit

Updates

Impact

= National Credit Bureau is in the of revising
Credit Information Business Act to allow
FinTech companies to register as members
of Credit Bureau.

Information
Business Act

P2P Lending

= Recently, 3-4 companies which have nano-
finance license also submit the application for
the registration.

This will enable greater financial inclusion increasing
the access to available credit resources

This represents a potential threat to banks and other
non-bank Fls as it allows new market entrants
(some with stronger analytics capability) to access
broader customer data and increase market share

* BOT has drafted a regulation and criteria to
supervise the platform of Peer-to-Peer
lending or P2P lending — this is currently
under the review of the MoF and is expected
to be announced within 2018.

» Applicants will be required to perform
sandbox testing as part of regulatory
approval process

P2P lending is expected to reduce financial cost for
SMEs — this could serve as another threat to banks
who are already under government pressure to
narrow the gap between corporate and SME lending
costs

» BOT and the Ministry of Finance have
between them issued 16 notifications to
regulate the country's payments system.

* Requirement for all non-banks with e-money,
credit, debit, ATM card and fund transfer
services to either register with or seek
approval from the central bank by Aug 14 to
prevent their business from being shut down.

Thailand's Payment System Act should unify
existing payment laws and regulations, and
synchronize certain requirements with international
standards, allowing more flexibility to support or
regulate the emergence of new payment systems
and services in the future.
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Government Updates Gontinued

Program

Digital ID

E_
5| Transaction
Reporting

6| FinTech Act

Updates

Impact

* Anational digital ID platform is currently under development,
the national infrastructure system is expected to be tested in
June with pilot services starting in 3Q18.

* The TBA has established the “National Digital ID” company
which is in the process of assessing proof of concepts
including face and fingerprint biometrics and blockchain
platforms

The new digital infrastructure would eliminate the
need to submit paper copies of their ID when
contracting for services with businesses and
government agencies. It would also do away of
people needing to visit business or government
offices in person.

Key objective is to reduce online fraud and
increase the efficiency of financial and
ecommerce activities through simplified KYC
processes

* New draft regulation under the Thai Customs under National e-
Payment Master Plan, requiring financial institutions and e-
money service providers to report the personal transaction
including 1) deposit or transfer money of every account which
has more than 3K transactions in total per year. 2) deposit or
withdraw of every account which has more than 200
transactions in total with value exceed 2 million baht per year —
subject to review and approval by the cabinet

Regulation is expected to support 1) tax collection
and 2) prevent money laundering.

However, this is expected to affect broader bank
digitization initiatives such as use of QR code
payment platforms as merchants are concerned
about increased tax exposure

* New draft “FinTech Act” has been established with the
following objectives:

1) Strengthen the confidence in the execution of electronic
transactions

2) Facilitate businesses’ access to necessary information under
possession of governmental agencies

3) Support electronic non-face-to-face identity verification

4) Allow businesses to access anonymized data under
governmental possession

» The Act will apply to all organisations under the supervision of
BoT, OIC and SEC.

FinTech Draft is in currently under review by
relevant bodies

Banks are waiting for public hearings especially in
issue of data privacy

Expected to be implemented during mid- or late-
2018.
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[FRS Y - current expectations

2019 -

FAP Unlikely

Bangkok Post

8 May 2018

BUSINESS > BUSINESS NEWS

Businesses ask FAP to

reconsider IFRS9 debut How will it go?
Cite tenuous balance of smaller firms Working group formed to further consider
#May 2018 3t o400 [ 122 viewed & commants . . . . .
o impact with certain adjustments being
Business operators have asked the Federation of Accounting proposed to current draft

ions (FAP) to posty the effective deadline to submit
statements in accordance with ional Financial i

Current expectation of deferral to Q1 2020

Standard 9 (IFRS9) o early 2022, saying industries across the econon
conduct studies on the measures’ impact.

Announcement expected in June 2018
BoT still expects to see results of parallel
In July 2014, the board finalised the impai odology for fin run commencing this year

m commitments.

The jonal A ing Standards Board introduced the IFRS9 i
2008 glebal financial crisis.
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