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Introduction: Foreign participation in the banking industry in Thailand is regulated partly by industry-specific legislation, and partly by the Foreign Business Act. In December 2011, the Bank of Thailand announced new policy guidelines, approved by the Ministry of Finance, which will enable existing foreign bank branches to establish a subsidiary. In this article, we discuss the new rules and the effect on foreign banking activities in Thailand. 

The new guidelines: There are currently 15 registered foreign bank branches and one foreign bank subsidiary operating in Thailand. With effect from 15 December 2011, these branches will be allowed to form a subsidiary that will in turn be permitted to open up to 20 branches, and have 20 ATM machines. The existing subsidiary will have the same rights. 

Criteria: Branches that are interested must have strong financial standing in Thailand, with good operating performance and expertise in international financial transactions. The parent bank must be licensed in a country that already has, or has the potential to have, good relations with Thailand in the fields of finance, trade and investment. The parent must be supervised by a regulatory authority that has good relations with BOT. The Thailand branch must have a capital adequacy ratio of not less than 12%, a NPL ratio not exceeding 3.5%, and have a good rating with BOT. The subsidiary when set up must have paid up capital of not less than 12 million Baht. Applications can be submitted within 2012. 
Establishing a new branch: The rights granted to existing foreign branches above may well be attractive and merit careful investigation. What of foreign banks that do not currently have a registered branch? Will they be permitted to register a branch, and then apply to set up a subsidiary, as outlined above? Our enquiries with BOT indicate that there is no current policy of BOT to allow foreign banks without a current branch to register one. It is possible that this policy will change in 2014. 

ASEAN aspect: The ASEAN free trade area that is due to come into affect in 2015 may also confer greater rights of investment upon ASEAN-based banks that may wish to establish a foreign banking presence in Thailand. But this may depend upon Thailand accepting such rights under the relevant ASEAN protocol. In an article of this nature, a detailed review of the relevant provisions of ASEAN is not possible. 

Conclusion: The rights granted to existing foreign bank branches to set up a subsidiary with 20 branches are interesting and should be investigated further. In the long term, it is clear that the banking industry in Thailand will be open to greater foreign participation and competition, and this is to be welcomed in the interests of both commercial and domestic consumers. 
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