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    Disclosure under Basel II Pillar III 

 

Purpose of disclosure: 

 

The Notification of the Bank of Thailand No: SorNorSor. 4/2556 dated 02 May 2013, Re: 

Disclosure of Information on Capital Fund Maintenance for Banks in Thailand, requires 

banks in Thailand to disclose the information on Capital Fund maintenance and their 

risks.  This is to enable market participants to assess the scope of application, capital, risk 

exposure, risk assessment process and the capital adequacy of the banks. 

 

This disclosure reflects only information associated solely to the activities of Bangkok 

branch.  Please refer to disclosure under Basel II Pillar III for OCBC group as per link 

appended below. 

 

http://www.ocbc.com/group/investors/Cap_and_Reg_Disclosures.html#generic-tabs-

item-3 

  

 

Capital 

Section 1: Capital Structure 

 
Oversea-Chinese Banking Corporation Limited-Bangkok Branch (“Bangkok Branch”) is a 

Branch of Oversea-Chinese Banking Corporation Limited (OCBC Bank) incorporated and 

domiciled in Singapore.   

 

According to the Section 32 of the Financial Institution Business Act, B.E. 2551, 

branches of foreign commercial banks licensed to operate business as prescribed in the 

Act shall maintain assets in Thailand or hold securities in other countries in accordance 

with the regulation prescribed in the notification of the Bank of Thailand. The said assets 

and securities shall be considered as capital funds under the Act. 

 

As of 31 December 2017, “Bangkok Branch’ has the capital fund structure according to 

Section 32 of Financial Institution Business Act, B.E. 2551 as follows: 

 

 

 
 

 

 

 

http://www.ocbc.com/group/investors/Cap_and_Reg_Disclosures.html#generic-tabs-item-3
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Details of assets maintained under Section 32 as mentioned above are as follow: 

 

 
 

Section 2: Capital Adequacy 

 

To promote the banks to establish a good risk management system and to maintain 

sufficient capital to cope with unexpected loss in the future, the Bank of Thailand has 

stipulated capital supervisory guidelines for the banks which are stipulated in the 

Notification no. Sor.Nor.Sor.12/2555, Re: Regulations on Capital Supervision for 

Commercial Banks    The Notification requires foreign bank branches to maintain 

minimum capital requirements at no less than 9.75% of aggregated risk weighted assets 

of the three major risks, i.e. credit risk, market risk and operational risk (known as Basel 

II Pillar I). 

 

The computation of risk-weighted assets for credit risk of Bangkok Branch includes 

credit risk, counterparty credit risk and Non-delivery versus payment of the following 

exposures: 

o Assets and off-balance sheet items in banking book, 

o Off-balance items pertaining to OTC derivatives and repo style 

transactions for trading book items calculated for counterparty credit risk, 

o Position pertaining to unsettled payment and non-delivery (unsettled 

transaction), 

o Assets and off-balance sheets items in trading book that do not meet the 

threshold level as stipulated in the Notification of the Bank of Thailand 

Re:Supervisory Guideline on Market Risk and Capital Maintenance to 

cope with Market risk of the banks. 

 

The approach adopted for calculation of the credit risk weighted assets presently is 

Standardized Approach as the Branch’s size is relatively small as compared to the OCBC 

Group. 

   

For market risks, the risks may arise from movements of interest rate, foreign exchange 

rates and prices of instruments in the money and capital markets which may negatively 

affect the Bank. The minimum capital requirement for market risk is required for 

positions in trading book, including interest rate risk from interest rate exposure in 

trading account, equity instrument price risk from exposures pertaining to equity 

instrument in trading account, foreign exchange risk from all exposures pertaining to 

foreign currencies and commodity price risk from all exposures pertaining to commodity 

products.  
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OCBC Bangkok has selected the Standardized method for calculating the capital 

requirements for market risks as the transactions in trading book are neither complicated 

nor significant. 

 

For operational risks, the Bank of Thailand permits banks to use 3 methods for 

calculation of equivalent risk-weighted asset: Basic Indicator Approach (BIA) and 

Standardized Approach (SA-OR) / ASA and Advance Measurement Approach (AMA).   

OCBC Bangkok has selected to use the Standardized Approach for calculation of the 

capital charge for operational risks.   

 

The following tables are minimum capital requirement for each type of risk 
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Risk exposure and assessment of banks 

As a Branch of OCBC Bank, Bangkok Branch adopts and is guided by our Head Office 

on risk management policies, processes as well as risk measurement and monitoring.  

Please refer to our risk management policies from page 84 - 94 as per link appended 

below: 

 

https://www.ocbc.com/assets/pdf/annual%20reports/2017/ocbc_ar17_fullreport_english.p

df 

  

Credit risk disclosure  

 

Definition of Default 

A borrower is recognized to be in default when evidenced by either non-payment (failure 

to pay any sum due), unlikely to repay in full or to meet any criteria as prescribed in the 

Notification of the Bank of Thailand no. SorNorSor. 5/2559 please refer to the BOT 

website as per link appended)  

 

   https://www.bot.or.th/Thai/FIPCS/Documents/FPG/2559/ThaiPDF/25590128.pdf 

 

Definition of Impairment 

An asset is impaired when its carrying amount exceeds its recoverable amount whereas 

the carrying amount refer to amount at which an asset is recognised in the balance sheet 

after deducting accumulated depreciation and accumulated impairment losses and the 

recoverable amount refers to the higher of an asset's fair value less the costs to sell 

(sometimes called the net selling price) and its value in use. Please refer to TAS no.36, 

Re: Impairment of assets. 
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Loan Loss Provisioning 

 

Specific Provision 

For specific provision, OCBC Bangkok Branch adopts the more stringent between IAS39 

and the Notification of the Bank of Thailand no. SorNorSor. 5/2559  (clause 5.2.4 of the 

Notification as per link appended above) that requires the Bank to make 100 percent 

provision for the difference between the carrying value and the present value of the cash 

flows expected to be received from the debtors or the present value of the cash flows 

expected to be received from the disposal of collateral resulting from calculating the 

present value of cash flows expected to be received from debtors, or the present value of 

cash flows expected to be received from the disposal of collateral in accordance with the 

Notification of the Bank of Thailand as prescribed on attachment 1 of the Notification . 

 

General Provision 

To be in line with the Notification of the Bank of Thailand no. SorNorSor. 5/2559 (clause 

5.2.4 (3) of the Notification as per link appended above), OCBC Bangkok Branch has set 

the loan provision of 1% and 2% based on the outstanding balance of the principal for 

loans classified as Pass and Special Mention respectively.  In addition to the minimum 

general provision as mentioned above, additional provision base on PD and LGD of the 

Branch also provided for as a buffer  
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Credit Risk Exposures 

In compliance with the Notification of the Bank of Thailand, no. No.: SorNorSor. 15/ 

2555, Re: Regulations for Credit Risk Asset Calculations for Commercial Banks using 

the Standardised Approach  (SA Approach), OCBC Bangkok Branch has classified the 

assets of the Branch into 9 categories as follows:- 

(1.1) Claims on sovereigns and central banks 

(1.2) Claims on provincial administrations, government entities, 

and state enterprises (PSEs)   

(1.3) Claims on multilateral development banks (MDBs) (N/A)  

(1.4) Claims on financial institutions 

(1.5) Claims on securities firms 

(1.6) Claims on corporates 

(1.7) Claims in the retail portfolios (NA) 

(1.8) Residential mortgage loans (NA) 

(1.9) Other assets 

OCBC Bangkok Branch uses the country risk rating of either Moody’s Investors Service, 

Standard and Poor’s or Fitch Rating for the computation of risk weighted assets of claims 

on Banks/Financial Institutions or PSEs that are classified as financial institutions,  as 

well as claims on corporates according to the Notification of the Bank of Thailand No. 

SorNorSor. 15/ 2555. 
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Item 2  Credit risk exposures classified by method the commercial bank uses for maintaining minimum capital fund

2.1  Credit risk exposures under the SA*

Unit: Baht

Risk weight (%) 0 20 50 100 150 0 20 50 35 75 100 625 937.5 100/8.5%2/

Performing claims

1. Claims on sovereigns and central 

banks, multilateral development banks 

(MDBs), and non-central governement 

public sector entities (PSEs) treated 

as claims on sovereigns 

19,895,944,380.93      -                         4,958,193,459.51      -                                -                           -   -                         

2 Claims on financial institutions , non-

central governement public sector 

entities (PSEs) treated as claims on 

financial institutions, and securities 

firms 
-                            1,279,166,099.30    1,275,455.34            9,215,526,691.73            -                           -                         

3. Claims on corporates , non-central 

governement public sector entities 

(PSEs) treated as claims on corporate 

-                            3,127,660,671.58      -                                -                           14,738,006,871.54   

4. Claims on retail portfolios

5. Claims on housing loans

6. Other assets 529,149,844.71     14,691,194.72         

Risk weight  (%) 50 100 150 75

  Non-performing claims1/ 0 -                                277,648,770.04         

 Capital deduction items prescribed by the Bank of Thailand 

* Including insignificant credit portfolios using the SA of the commercial banks that use the IRB 8,087,129,636.43      9,215,526,791.73            277,648,920.04         529,149,844.71     14,752,698,066.26   

** After multiplying credit conversion factor

1/  For the portion claims with no credti risk mitigation of which risk weight are determined by the proportion of provision to total amount of claims
2/ For foreign bank branches, the risk weight shall be equal to 100 divided by 7.5%

Table 19 Outstanding amount of net on-balance sheet assets and off-balance sheet items** after adjustments by credit risk mitigation for each type of asset, classified by risk weight under the SA

Type of asset
2016

Rated outstanding amount Unrated outstanding amount

 
 

 
 

Credit Risk Mitigation 

The Notification of the Bank of Thailand no. SorNorSor. 15/2555 permits banks to use 

credit risk mitigation for Standardized Approach as follow:  

1. Financial Collateral 

2. On-Balance Sheet Netting (netting method between assets (loans) and debts 

(deposits) with the same counterparty as prescribed under attachment 6 of the 

Notification) 

3. Guarantees and Credit Derivatives (banks shall meet criteria as prescribed under 

attachment 7 of the Notification). 

The credit risk mitigation that is being used in OCBC Bangkok Branch presently are  

Financial Collaterals and Guarantees. 
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Disclosure on market risks for trading book position  

Market Risk” refer to the risks which banks may encounter due to the changes on the on 

and off balance sheet positions as a result of the variation in interest rate, price of equity 

instruments, foreign exchange rate and price of commodities.  The variation in interest 

rate and price of equity instrument may be caused by general market risk and/or specific 

risk of the issuers.  

 

OCBC Bangkok Branch does not engage in commodity and debt instruments for trading 

purposes.  However, according to the notification of the Bank of Thailand no. SorNorSor. 

94/2551, Re: Guideline on Supervision of Market Risk and Capital Requirement for 

Market Risk of Financial Institutions, OCBC Bangkok Branch is required to calculate 

risk weighted assets for transactions relating to foreign exchange and interest rate risks.  

OCBC Bangkok Branch has adopted the Standardized Approach for computation of the 

risk weighted assets for market risk. 
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Disclosure on operational risks 

Operational risks refer to the potential risks from damages that may arise from 

inadequacy or impairment of the Bank’s internal controls, processes, personal and work 

system or due to external events, including legal risk but excluding strategic risk and 

reputation risk. 

 

Under the Bank of Thailand’s notification no.SorNorSor 95/2551 and no.SorNorSor 

5/2555, there are 3 methods i.e. Basic Indicator Approach (BIA), Standardized Approach 

(SA-OR) and ASA or Advance Measurement Approach (AMA) for the computation of 

risk weighted assets for operational risks.   

 

OCBC Bangkok Branch has adopted SA-OR for the computation of risk weighted assets.  

To obtain the risk weighted assets for operational risk, OCBC Bangkok Branch allocates 

gross income to each business as prescribed by the Bank of Thailand and apply constant 

beta value to its respective business line. 
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Composition of capital disclosure requirement 

At end of Year 2017 and end of Y2016, OCBC Bangkok Branch does not have items as 

stipulated in the BOT Notification no. SorNorSor 8/2558 (Goodwill, Intangible assets, 

Profit from securitization and Investment in equity instruments including warrants of 

companies conducting financial business and supporting business) to be deducted from 

capital.  Therefore, value of capital including adjustment and deduction will be as per 

below table. 

 

 
 

 

 

 

Remark: Please refer to the information of Basel II Pillar III Disclosure of Oversea-

Chinese Banking Corporation Limited as per link appended below. 

 

http://www.ocbc.com/group/investors/Cap_and_Reg_Disclosures.html#generic-tabs-

item-3 

  

  

http://www.ocbc.com/group/investors/Cap_and_Reg_Disclosures.html#generic-tabs-item-3
http://www.ocbc.com/group/investors/Cap_and_Reg_Disclosures.html#generic-tabs-item-3

