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About ThaiBMA

1998

ThaiBDC

J99%

The Bond Dealers Club

BDC

| About ThaiBMA

The Thai Bond Market Association (ThaiBMA) is
a securities business related association under
the Securities and Exchange Commission Act B.E.
2535 (SEC Act). Its main purposes are to be a self
-regulatory organization (SRO) for a fair and effi-
cient operation of the bond market and to be an
information center for the Thai bond market. It
also plays functional roles on market develop-
ment, market convention and standards and be-
ing bond pricing agency for the industry. In addi-
tion, ThaiBMA provides a forum through which
industry professionals can discuss and respond
to current issues and play a role in shaping the
future of the Thai bond market.

After 3 years of its operation, BDC changed its
legal status to be in line with its membership
structure and to support a more expansive bond
market. So, it was restructured as the Bond Ex-
change under the SEC Act and renamed “The
Thai Bond Dealing Centre” (Thai BDC) in April
1998. The primary roles of the Thai BDC were to
facilitate the operation of the secondary market
for bond trading and perform active roles in
many areas with regards to bond market devel-
opment. One of its missions was to move for-
ward towards being efficient self-regulatory or-
ganization (SRO) to oversee the orderly function
of the bond market.

—_N Al
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I Background

Although ThaiBMA was registered as a securities
business related association with the SEC in Sep-
tember 2005, its origin dated back to 1994. In No-
vember 1994, the Bond Dealers Club (BDC) was
formed under the structure of the Association of
Securities Companies (ASCO). Main role of the BDC
then was a facilitator of infrastructure for bond
trading by introducing an electronic bond trading
system, called “Bondnet”, the first bond trading
platform in the history of the Thai bond market.

ThaiBDC continuously expanded its functions and
played active roles in various areas of bond mar-
ket development. In December 2004, Bond Mar-
ket Development Committee chaired by the Minis-
ter of Finance initiated bond market reform in
Thailand. One of the measures was to centralize
securities trading platform by migrating electronic
trading platform owned by ThaiBDC to the Stock
Exchange of Thailand (SET) while ThaiBDC would
expand its full functions as the SRO and infor-
mation center for Thai bond market.
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To reiterate its focus on SRO and information cen-
ter function, ThaiBDC, with the support from the
SEC, was granted new status under the license of
a securities related association under the SEC Act
and was renamed “The Thai Bond Market Associ-
ation” (ThaiBMA) on September 8", 2005.

I ThaiBMA Members

Pursuant to the regulation of the SEC, a financial
institution having debt securities dealing license is
required to be a member of ThaiBMA. Membership
of ThaiBMA is divided into 3 categories:

Ordinary Member is a financial institution having
debt securities dealing license (dealer).

Extraordinary Member is a securities company that
has inter-dealer brokerage license (IDB).

Associate Member is a financial institution that has
debt securities dealing license but remain to have
average monthly trading value in the past one year
less than 100 million baht.

—_N Al
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Associste
member, 2, 4%

Crdinary
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As of 31 December 2019, membership of ThaiBMA
consists of 55 financial institutions, including banks
and securities firms. The charts below provide infor-
mation on the members divided by types of mem-
bers and by types of firms respectively.

7 Foriegn_—_
Banks, 13%

13 Local

35 Securities
~ Firms, 63%

Annual General
Meeting 2019
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Roles and Functions of ThaiBMA

Bond - Pricin Market
SRO Information Association A g Development
Center gency and Education

1.) Self-Regulatory Organization (SRO)

ThaiBMA oversees and monitors the conduct of its
members in order to ensure fairness and efficiency in
debt securities trading industry. It is committed to re-
taining the confidence of its members, regulators and
investors. SRO tasks comprise the following :

¢ Act as the front-line regulator to detect any fraud
or unfair trading practices by performing intraday
market monitoring and post-trade surveillance.

¢ Executing onsite and offsite inspection to ensure
that members comply with relevant laws and reg-
ulations.

¢ Issuing rules and guidelines regarding debt securi-
ties trading and good market practice.

¢ Responsible for bond trader examination and
registration and provide traders with ongoing ed-
ucation to enhance their professionalism.

¢ Implement disciplinary actions and enforcement
procedures.

2.) Bond Information Center

Mandated as the sole information center for
the Thai bond market, ThaiBMA collects, inte-
grates and processes the data from both the
primary and secondary bond markets. It also
develops financial tools and information essential
for the bond market and disseminates those infor-
mation through its website www.thaibma.or.th,
and www.ibond.thaibma.or.th.

Examples are ;

Yield Curve : ThaiBMA publishes various types of
government bond yield curves and corporate vyield
curve on a daily basis.

Bond information : ThaiBMA provides trading data,
bond features, reference yields and relevant market
news and regulatory updates.

Financial data: ThaiBMA develops a wide range
of financial and quantitative tools such as Bond
indices, Zero coupon yield curve, credit spread
curve, key rate duration, bond portfolio analysis,
Value-at-Risk (VaR) to be used for bond investment
and portfolio management.

Annual Report 2019
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3) Association

As an association of members, ThaiBMA represents
collective voices of members and promote
dialogues among market participants to address
issues affecting the bond market. ThaiBMA works
actively with bond market stakeholders on a
comprehensive range of market practices and con-
vention to create and/or enhance standards within
the marketplace. Examples of standard issued by
ThaiBMA are bond symbols and standard formula
for price/yield calculation which have become
common standard in the market and for various
types of bonds.

4) Pricing Agency

In the role of “Bond Pricing Agency”, ThaiBMA
provides daily mark-to-market prices for investors.
For actively-traded bonds, the mark-to-market
prices are based on trading and quotation infor-
mation. For illiquid debts securities and structured
bonds, ThaiBMA develops model yield to be used
as fair prices and references for investors.

Money Expo, Rayong during
6-8 September 2019
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5) Market Development and Education

ThaiBMA is committed to enhancing market devel-
opment and market education. It advocates for effi-
cient bond market and initiates a number of studies
to the benefits of the whole industry. To expand in-
vestor understanding of the bond market, ThaiBMA
provides extensive seminars and training programs
for market participants and the general public. It also
produces a comprehensive range of publications for
the benefits of those involved in the bond market.
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THAIBMA’S BOARD OF DIRECTORS 2019.

(I AV & [ |\

T e T T e

1. Mr. Singha Nikornpun

N

. Dr. Somjin Sornpaisarn

Chairman of the Board

Vice Chairman of the Board,
Chief Executive Officer

3. Mrs. Pattera Dilokrungthirapop Vice Chairman of the Board,

4. Mr. Narin Opamuratawongse

5. Mr. Sukkawat Prasurtying

(o)}

. Mr. Apichart Tungkiatsilp

7. Mr. Pisal Kattiyothaivong

8. Mr. Thitawat Asaves

9. Mr. Rawin Boonyanusasha

10. Dr. Bhume Bhumiratana

11. Mr. Tada Phutthitada

Chief Executive Officer

Executive Vice President and
Manager of Merchant Banking
Division

Chief Investment Officer

Managing Director of Fixed
Income Department

Executive Director, Country Head
of Debt Capital Markets

Executive Vice President

Senior Executive Vice President,
Managing Director Global
Markets Group

Cybersecurity product policy
manager

President

The Thai Bond Market
Association

TMB Asset Management

Company Limited

DBS Vickers Securities (Thailand)
Company Limited

Bangkok Bank Public Company
Limited

AIA Thailand Company Limited

KGI Securities (Thailand) Public
Company Limited

United Overseas Bank (Thai)
Public Company Limited

Bank of Ayudhya Public
Company Limited

Krungthai Bank Public Company
Limited

Facebook Incorporated

The Thai Bond Market
Association

Advisors to the Board of Directors

1. Dr. Chayawadee Chai-Anant

2. Ms. Patricia Mongkhonvanit

Senior Director, Financial
Markets Department

Director General

Bank of Thailand

Public Debt Management Office,
Ministry of Finance

as of December 2019
Annual Report 2019
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Organization Chart

Organization Chart

Audit
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President I— ——————————————— -| Internal Audit G I
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Resolution of the Meeting of the Board of Directors No. 11,2016
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2019 Bond Market Highlights
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Green & Social Bond: First green & social (gender) bond under the new regulatory guidelines by the SEC
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First corporate bond issuance using
blockchain technology
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2019 Bond Market Highlights

Long Term Corporate Bond Issuance
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Primary market: Long term corporate bond issuance reached THB 1 trillion-level for the first time
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Thai Government Bond Yields of 5Y and 10Y hit new historical lows in 2019
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Bond yield: Government bond yields of 5-Year and 10-Year hit new historical lows
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2019 Thai Bond Market Review

Highlights of 2019
= Long term corporate bond issuance reached THB 1 trillion-level for the first time
= First green bond issuance under new regulatory by the SEC

= The Average Time to Maturity of Non-Resident Holding Thai bond extended to new high
at 8.93 years

= Government bond yields of 5-Year and 10-Year hit new historical lows

= First corporate bond issuance using blockchain technology

Outstanding Value: The total outstanding value grew by 5.72% compared to 2018

The total outstanding value of Thai bond market at the end of 2019 was at THB 13.52 trillion,
increasing 5.72% from end-2018. The outstanding value of government bond remained at the top,
printing at THB 4.97 trillion with 37% portion of the total outstanding value. The runner-up was
corporate bond accounting for 29%, while Bank of Thailand (BoT) bond ranked the third for 27%. The
remainders were State Owned Enterprise (SOE) bond for 6% and foreign bond for 1% respectively.
(see Figure 1)

Figure 1: Outstanding Value of Thai Bond Market

Outstanding value of That Bond Market
(THE tn) 9 (% of total)

16 -
14 -
B Foreign Bond
12 - O State Owned Enterprise Bond
= Corporate Bond

10 - eee(29%,
& Bank of Thailand Bond (29%)
8 B Government Bond
"""""" 27%
6 (27%)
4
""""""" 137%)
2
A 9
\
'lwda D

432 471 490 587 675 711 8.58 899 9.46 10.17 11.13 1l.61 12.79 13.52'(5.?2%)
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Classified by tenor of bonds, the outstanding value of short term bond (tenor equal or less than
1 year) i.e. commercial paper and treasury bill declined 24.19% and 75.15% respectively. For tenor over
1 year, outstanding value of government bond increased by 4.27% while long term corporate bond rose
by 13.13%. (see Figure 2)

Figure 2: Outstanding Value Classified by Types of Bonds

Unit:THB Min
Government Bond 4,737,808 4,939,985 @ 4.27%
Treasury Bill 120,732 30,000 % -75.15%
State Owned Enterprise Bond 821,165 873,603 $ 6.39%
Bank of Thailand Bond 3,476,686 3,717,748 & 6.93%
Long term Corporate Bond 3,168,533 3,584,540 f+ 13.13%
Commercial Paper 369,714 280,275 8§  -24.19%
Foreign Bond (Baht Bond) 94,771 95,098 0.34%

12,789,409 13,521,250 5.72%

Classified by sector, the outstanding value of top 5 sectors of long term corporate bond contributed to
60% of total, considering well balanced with shares around 11-13% each. Those 5 sectors were energy
sector, food sector, property sector, bank sector and finance sector. (see Figure 3)

Figure 3: Long Term Corporate Bond Outstanding Value Classified by Sector

Long Term Corporate Bond Outstanding Value Classified by Sector
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Trading Value: Totally up 11.3% from last year

The daily average trading value in Thai bond market was at THB 88 billion, rising 11.3% from last
year’s THB 79 billion due to increasing turnover in government bond, corporate bond and particularly
BoT bond which was seen up 13.5%. BoT remained the most traded security with an average daily
turnover at THB 62 billion, and government bond came second with average daily turnover at THB 20
billion. Both bonds accounted for 94% of the total trading value. Corporate bond, meanwhile, ranked the
third with average daily turnover at THB 4.7 billion. Compared to others, the average daily turnover of
SOE and foreign bonds were minor at THB 0.5 billion and THB 0.01 billion respectively. (see Figure 4)

Figure 4 : Average Daily Trading Value in Thai Bond Market

Trading value in Thai Bond Market
(Avg. per day)
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Although corporate bond’s average daily trading activity remained small compared to the total value,
overall we have seen continuous growth. The average daily trading value in 2019 grew by 3.3% to THB 4.71 billion
from 2018'’s figure at THB 4.56 billion. (see Figure 5)

Figure 5: Average Daily Trading Value of Corporate Bond

Trading value in Corporate Bond
(THB bn) (Avg. trading per day)
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Bond Issuance: Long term corporate bond issuance reached THB 1 trillion-level for the first time

The growth of long term corporate bond issuance has been increasing significantly, underlining
that bond is one important source of fund besides of bank loan and equity. Therefore the long term
corporate bond issuance (including foreign Baht-denominated bond and Foreign currency denominated
(FX) bond) in 2019 reached new historical record by breaking THB 1 trillion-level for the first time with
the growth of 25.68%.

For weighted-average issue term, although the figure in 2019 dropped slightly to 4.96 years from
5.33 years in 2018, the weighted-average issue term has been on the upward trend as back in 2015 it was
4.71 years. For issue size, the weighted-average issue size also has been increasing to stand at THB 2,586
million compared to THB 2,305 million in 2018, while in 2015 it was only THB 1,742 million.

Meanwhile, the growth of SOE bond issuance was also noteworthy by increasing 62.88% mainly
by Government saving bank and SME bank. BoT bond issuance increased by 21.33%.

Although long term corporate bond issuance hit new historical high, the total bond issuance in
2019 was down 3.36% from last year due to lower issuance on short term paper. (see Figure 6)

Figure 6: Bond Issuance

Unit: TI'BMIn
Government Bond 728,363 727, 344 ¥ -0. 14%
Treasury Bills 397,145 40,000 ¥ -89.93%
State Owned Enterprise Bond 102,570 167,070 4 62.88%
Bank of Thailand Bond 6,285,119 7,625,757 @ 21.33%
Long term Corporate Bond 854,963 1,074,478 4 25.68%
Commercial Paper 2,614,981 990,283 ¥ -62.13%
Foreign Bond (Baht Bond) 23,660 12,060 § -49.03%

11,006,801 | 10,636,991 -3.36%

Corporate Bond Issuance
Short term corporate bond issuance
The issuance of short term corporate bond was at THB 853 billion, falling 17% from last year.

The decrease was due to issuer switching from short term to long term on the back of lower rates
environment. (see Figure 7)

Figure 7: Short Term Corporate Bond Issuance
(Million Baht) Short Term Coporate Bond Issuance

2,000,000 -

1,600,000 | 1,546,920
1,200,000 |
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853,376
800,000 |
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Long term corporate bond issuance

Stricter lending conditions from banks
and low rates environment helped encouraging
corporates to funding through bond issuance.
Therefore, long term corporate bond issuance
broke the THB 1-trillion level for the first time
in history to end the year at approximately THB
1.09 trillion, as well as worth noting that it was
the fourth consecutive year for growth of
issuance at 24%. (see Figure 8)

Figure 8: Long Term Corporate Bond Issuance

Long Term Corporate Bond Issuance
(Million Baht)
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1,086,538

1,000,000
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In terms of ratings, the long term corpo-
rate bond issuance with investment grade

increased across the broad, underlining that
Thailand’s corporate bond has grown both in
terms of quality and quantity. The pool of long
term corporate bond issuance with investment
grade accounted for 94% of the total long term
corporate bond issuance, inching up from 93%
in 2018. The issuance of below BBB rating,
meanwhile, declined 11% from last year. For non-
rated group, although the issuance still increased,
over half of the total non-rated long term
corporate bond issuance was secured bond,
backing by assets (e.g. Land, Stocks, etc.) or
guarantors or both assets and guarantors. (See
Figure 9 & Figure 10)
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Figure 9: Long Term Corporate Bond
Issuance Classified by Ratings
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Figure 10: Non-Rated Bond Issuance
Classified by Secured Assets
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Foreign bond (Baht bond) issuance (baht denominated bond issued in Thailand by foreign
entity): New comer joined in for baht bond issuance

Although the total baht bond issuance in 2019 declined 49% from last year with total issuance
amount of THB 12,060 million, there was a new comer joining in to fund capital through Thai bond
market. Yoma Strategic Holdings Ltd, a Myanmar company listed on Singapore stock exchange, issued
baht bond worth THB 2,220 million for the first time, while the rest came from various corporate
companies of Lao PDR. For last few years, ministries of finance and corporate companies from Lao PDR
have been familiar faces to funding through Thai bond market. (see Figure 11)

Figure 11: Baht Bond Issuance Classified by Country

LaoPDR M Malaysia ™ SouthKorea MJapan ™ Myanmar

30,000
25,000
23,660
20,000
20,000
E
[}
o 13,780
S - 12,060
s
~ 10,000 -
2015 2016 2017 2018 2019

FX bond issuance (foreign currency denominated bond issued in Thailand by domestic or foreign
entity): TMB bank PCL issued first FX bond in euro currency

The total issuance of FX bond in 2019 was approximately THB 17,345 million, increasing 45% from
last year. There was only one issuer this year which was TMB Bank PCL, and those four tranches of bonds
were all issued in euro. (see Figure 12)

Figure 12: FX Bond Issuance Classified by Currency

USD MW EUR CNY

18,000 17,345
E: 15,000 13,340
K 11,947
@ 12,000
-
= 9,000 7,194
5
S 6,000
s 3,174
& 3,000

2015 2016 2017 2018 2019

Green Bond: First green bond under new regulatory guidelines by the SEC

Although last year there were some green bond issued by Thai companies, those green bonds
were issued offshore thus the regulatory was not under Thailand’s SEC. Nonetheless, in 2019 we have
seen the first green bond issued under regulatory guidelines by the SEC, which was from BTS Group
Holding PCL with total amount at THB 13,000 million and tenor 2-10 years. Energy Absolute PCL was
another company issued green bond in 2019 for totally THB 10,000 million with tenor 3-10 years.
Investors are Institutional Investor (II) and High Net Worth (HNW). Annual Report 2019
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Composition of Bond Holders

Holders of Government Bond

The top government bond holder in 2019 was insurances at 27% of the total government bond
outstanding, which was the same as in 2018. Government agencies, BoT and Social Security Office (SS0) ranked the
second at 20%, rising from 18% last year. Next was non-resident investor by distributing 17%. (see Figure 13)

Figure 13: Holders of Government Bond
2019 2018

Non-profit

Government

Non-profit org.
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Government
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& Provident Indwvldual Fund
Funi 4% 11%
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depository FIL. Other

depository Fl.

e.gl_"q(':;:p.. c.g. Coop.,
fetl MMF
1%
Holders of BOT bond

Financial institutions remained the top BoT bond holder, while share grew from 32% to 39% of the
total BoT bond outstanding. Government agencies, BoT and Social security office (SSO) ranked the second
for 23%. The market share of NR investor was merely 3%, slightly down from 4% in 2018. (see Figure 14)

Figure 14: Holders of BoT Bond
2019 2018

Non-residents
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4%

Corporate 3%
3%

Individual
1%

Corporate /

5%

Other
depository Fl.
e.g. Coop., MMF

59 Government
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18% Provident Fund 10% Insurances &
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Holders of corporate bond

The main holder of corporate bond was individual investors, accounting for 31% of the total
corporate bond outstanding, which grew from 29% last year. Insurances were the second major holder
with share at 18%. (see Figure 15)

Figure 15: Holders of Corporate Bond
2019 2018
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Non-Resident (NR) Flows: First net annual outflows since 2015

NR flows in 2019 ended the year with net outflows at THB 84,452 million, marking as the first
net annual outflows since 2015 after last year’s end at THB 133.83 billion of inflows. Subdued tension on
trade dispute between US and China in the first quarter of the year helped boosting risk appetite,
consequently discouraging demand on Thai bond for foreign investors.

However after trade dispute started to escalate apparently in the second quarter, market
sentiment turned sour and concerns over the global economic slowdown were mounting. Therefore,
we have seen a return of inflows into Thai bond market as regional safe haven asset on the back of
expectation for BoT’s rate cut and as well as speculative flow for Thai baht’s appreciation.

In the latter half of the year as adverse effects from trade dispute hit market sentiment and global
economy more materially, NR investors were more conscious on investment in emerging market. There
were outflows from Thai bond market to less risky and more safe-haven assets in developed economies.

From net outflows by year end at THB 84,452 million, it could divide into net inflows for long term
at THB 52,456 million. For short term, it comprised of net sold for outright trading for THB 67,401 million
and expired for THB 69,508 million, resulting in totally THB 136,909 million of outflows. (see Figure 16)

Figure 16: Non-Resident Fund Flows
(Unit: THB Million)

Net Trading Expired | NetFlow
End of 2018 50,488] -155940] -105452 239,288| 133,836 133,836
Jan-19 -20,425 -5,239 -25,665 13,274 -12,390 -12,390
Feb-19 107 -11,593 -11,486 -2,841 -14,326 -26,717
Mar-19 -13,061 -10,047 -23,108 8,193 -14,915 -41,631
Q12019 -33,379 -26,879 -60,258 18,627 -41,631 -41,631
Apr-19 -9,001 -3,545 -12,546 9,327 -21,873 -63,505
May-19 10,920 -6,467 5,453 8,012 13,464 -50,041
Jun-19 36,763 -18,478 18,285 35,191 53,476 3,436
Q22019 38,681 -27,490 11,191 33,876 45,067 3,436
H1 2019 5,302 -54,369 -49,067 52,603 3,436 3,436
Jul-19 -42,363 -348 -42,701 16,975 -25,726 -22,291
Aug-19 -20,853 -2,619 -23,372 -9,592 -32,964 -65,256
Sep-19 -1,362 -9,412 -10,774 -9,438 -20,211 -75,467
Q3 2019 -64,569 -12,279 -76,847 -2,055 -78,902 -75,467
Oct-19 -5,944 -70 -6,014 1,995 -4,019 -79,486
Nov-19 -4,610 -261 -4,871 -1,187 -6,058 -85,544
Dec-19 2,419 -2,530 -110 1,201 1,091 -84,452
Q4 2019 -8,134 -2,861 -10,995 2,009 -8,986 -84,452
YTD -67,401 -69,508| -136,909 52,456 -84,452

NR investor holding of Thai bond by end 2019 declined from THB 988,950 million last year to
stand at THB 911,638 million. Nonetheless, the Average Time to Maturity (ATM) of NR holding in Thai
bond continued to extend to the longest level at 8.93 years in May before ended the year at 8.81 years,
expanding from last year’s average ATM of 7.82 years. (see Figure 17)

Figure 17: Non-Resident Holding & Average Time to Maturing Holding
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Yields Movement: Shifted down across the curve with some tenors hitting new historical lows

At the beginning of the year before tensions on US-China trade battle intensified and global econ-
omy showed no signs of concerned situations yet, the movement of Thai government bond yield curve
was seen tilted to the upside. However, in the second half of the year as US-China trade negotiations
worsened and market participants turned cautious on investment, consequently sending global govern-
ment bond yields including Thailand to fall across the curve.

Pressure on the downward movements continued persisting as various central banks around the
world like US, Australian and South Korea started to ease monetary policy as pre-emptive measures in
order to shield adverse impact from economic slowdown. Bank of Thailand’s MPC followed the path by
slashing policy rate by 0.25% to 1.50% in August, which was the first rate cut since 2015. As a result, Thai
government bond vyields continued to decline further particularly on 5-Year and 10-Year that vyields
touched new historical lows at 1.34% and 1.43% respectively on 29th August.

After that in the fourth quarter, although MPC took another policy rate cut by 0.25% to a record
low of 1.25% on 6th November, Thai bond yields with tenor over 10-year rose slightly on the back of eas-
ing fears over US-China trade dispute. Nevertheless, at the end of 2019 Thai government bond yield curve
shifted down across the curve compared to end of 2018 by declining in 34-143 bps. (see Figure 18 & Fig-
ure 19)

Figure 18: Thai Government Yield Curve
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Figure 19: Thai Government Yield 5Y and 10Y Hit New Historical Lows

(2] Thai Government Bond Yields of 5Y and 10Y hit new historical lows in 2019
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ThaiBMA'’s Highlights of Activities in 2019

20 ThaiBMA activities in 2019

28 Activities in ThaiBMA'’s Core Functions

36 Highlights of ThaiBMA’s Activities in 2019
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ThaiBMA activities in 2019

In 2019, ThaiBMA has focused on the “New Architecture for Corporate Bond Market” with the ultimate
goal of enhancing market integrity, market efficiency and investor protection.

©

MARKET MARKET
INTEGRITY

Upgrade infrastructure to the next level

INVESTOR
PROTECTION

EFFICIENCY

Primary Market

* Socisl Bond/Sustainabilty Bond
Prirciple

* Standardized practice and guideline
for Intermediaries :

- Undenwritet/ Desler

Bondholdes Represantative
Regstrar

- Paying Agent

Secondary Market

* Efficient bond transfer
*Real time bondholders registry
* Market convention

Bond literacy & Assodiation %

Clearing &Settlement

® Registrar Service Platform
* DVP Settlement

Post default

E ® e-Meeting

(e-Voting & e-Proxy)

Regulatory Framework / Enforcement

Primary Market

1. Developing DLT Registrar Service Platform
for corporate bond market

ThaiBMA has collaborated with related stakehold-
ers consisting of registrars, underwriters, issuers,
bondholders’ representatives , regulators and
custodians in order to initiate “Registrar Service
Platform  (RSP)” using Distributed Ledger
Technology (DLT). RSP phase | (RSPI) is aimed to
enhance the efficiency of corporate bond issuance
process by shortening the verification process of
subscription, reducing redundancy in data entry
and creating single source of bondholder’s
information for more convenient access of
stakeholders. Its features include a validator for
subscription data, smart bond to reduce manual
process with automatic event notification, and
real-time information portal for registrar and
issuers and e-passbook for investors.

The project “RSPI” has been approved under the
regulatory sandbox by the SEC on December 11,
2019. The first DLT corporate bond was then
issued by Toyota Leasing (Thailand) Co. Ltd on De-
cember 17, 2019 with the issue size of THB 500
million and tenor of 11 months and 29 days. It was
offered to Institutional investors (II) and High net
worth (HNW) with Bangkok Bank acting as a sole
underwriter and registrar.

DOLT Registrar Services Platform
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The key advantages of the RSPI platform are;

1.) Shortening time for subscription data

Validator for Bond Subscription data: it is aimed to examine the accuracy of bond subscription
data, as a result, it could shorten time of verification process for subscription data from 7 days to 3 days

PRE-ISSUANCE PRIMARY MARKET

Issue date (T) + 3 Days

-
-

T = T i
Selling Agent

-
Bondholder
Ledger

Selling Agent#2

&[]

E-Passbook

Issue Date (T)

2.) Lessening manual process using smart bond function

Smart Bond system: it is aimed to automate notification of terms and conditions of bonds e.g.

report book closing date, and interest/principle payment date to registrar, issuers and bondholders
concurrently.

Smart Bond dcyadaase: Amnusdalutamuiioululuyarisuaans

i
.
" i N () 'l
~ o N AL el an e
| d Pegrematie
) | o © ) O @ msvon
“. \ e ] asmamugnder  Geayonadou Awoonde  BocumsUAoa
N / dogiordo mudofruoans
Goonful St <0
Y e
Ngshe Payng Agent
[
domnugfiorud
0O
O ® O O
S:uuasSIAdoU S:uU Smart Bond S:UU Electronic
YoYai0Iso

S:uU IISOJLIJRS\EJJ'IUIIE:’:)IF\S\:?‘;UOQG

Bond Passbook WhoAsoNINMUNAUTINU

3) E-bond passbook for individual investors to help monitoring bond portfolio

Electronic bond passbook system is corporate bond investment center for individual investors.
It provides awareness of all bond holdings despite the presence of many registrars. It also provides
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debenture related information such as bondholders’ meeting schedule, closing date of the bondholders’
registration book, interest payment date, interest received date, principle payment date etc.
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4.) Summary Reports for registrar, issuers and underwriters

Participant Portal: It creates single source of bondholder’s information and categories in group
such as bondholder by type, bondholder by issuer and presented in report format to be applied
effectively with market participant.

& TOYOTA Know Your Investors?

ISSUER PORTAL Bondholder Type Bondholder by lssuer Term (Yrs.) Bondholder Ranking

— -
Dashboard L
() Bondholder List "~

) Bond Summary

a% o
% ™
1%

T Calendar F2 ]
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16%
+ Logout % '/

bsuance in Novernber 2018
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13 18 15 16w
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(THE Ml )

This DLT corporate bond project “RSPI1” has served as a major step to support Thai Capital Market
Digital Infrastructure initiative.

2. Promote standard practice for Paying Agent and Bondholders’ Representative

ThaiBMA submitted a proposal to the SEC to strengthen the roles of Paying Agent and
Bondholders’ Representative regarding the information notification. This is aimed to enhance investor
protection by ensuring that investors are well-informed and prompt actions are taken in case of adverse
events like defaults. The SEC held public hearing to review the regulation regarding the specify duties of
Registrar during October 11 - 29, 2019. Its duties consisted of reporting events of default to the SEC and
bondholders’ representative within one business day after payment due date and sending the bondhold-

ers’ name list to the SEC and bondholders’ representative upon request within one business day.
Annual Report 2019
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Secondary Market

1. Trade-based Government Bond Yield Curve

The introduction of automation system for trade-based government bond yield curve is aimed to
support business continuity plan when the quotation from a primary dealer is unavailable and is expected
to better reflect actual trading activities.

Trade-based government bond yield curve is constructed by using transaction-based information
from dealers and pre-traded information from inter-dealer brokers. ThaiBMA conducted public hearing
and market surveys in August 2019 to gather feedback on the pilot test. The trade-based vyield curve
would be released and available for primary dealers on iBond website from the beginning of 2020.

BT e e i O Bee | Pkt = v e Rabbit Pricing 2017
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2. Credit assessment process by iBox

Thailand’s bond market has been growing significantly, there is an increasing challenge on bond
pricing aspect particularly for corporate bonds due to lack of liquidity. Therefore, ThaiBMA as the bond
pricing agency has continued to develop new methodology that better reflect the prices of corporate
bonds. New credit assessments approach so-called “iBox” was designed as the matrix covering various
business sectors in a number of aspects i.e. industry, business, and financial. The bonds with similar
characters and same rating are selected into the same box. With this approach, more than 27 business
sectors and 1,000 iboxes would create more reliable pricing for the bonds in the market.

Annual Report 2019




‘Al | &4 RN N\ RN A N\V\V/ VA~ ‘Al & AR

Credit Assessment
Rating i Adjustment
S SRR EDES EDER SR ED A AN S S T ---------------------- .
T T E Time to Maturity Agency Ratingi
] ]
Rating Risk Level |1 @ S |
BBB+ i \”:"/ 5
- ”’ ’ [ o e 5 S——
: ,‘vﬂt : |
| g’ = |
i / iBox i More than ‘lgﬁ’ !
i & i 1,000 iBoxes |
E Risk Level E !
H 1

PToEMp

3. Zero Yield Curve by using Hermite Spline Model

Despite the remarkable growth of Thai government bond market, the long-term government
bonds are less attractive to many investors than the short-term government bonds. As a result,
the long-term vyield curve is disproportionally higher than short-term yield curve. This causes the
interpolating problem. The cubic spline model, which is the polynomial interpolation, is limited
determination of the curve fitting especially at the end points, thus, the two adjacent polynomial pieces
connect with loss of smoothness of the curve. Therefore, ThaiBMA has reviewed and attempted to
develop the appropriate approach for constructing zero yield curves. The Hermite Spline method, aimed
to enhance smoothing curve, was introduced as a new method and already deployed to the iBond
Website.
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Enhance infrastructure efficiency

1. Enhance surveillance efficiency

To ensure fairness in secondary bond market, ThaiBMA has developed a system called
“Surveillance Modules Integration (SMI)” to monitor real-time trading transactions reported by dealers.
SMI would help surveillance staff to trace every transaction and detect suspicious fraudulent trading
behaviors. The results are displayed real-time on a dashboard page for easy understanding and further
inspection.

Markup

.‘_,l_ rveillance

\SHBO

2. Improve information for issuers

ThaiBMA has developed web-based channel so-called “Issuer Gateway” to be one-stop service for
bond issuers. In 2019, additional tools and information have been developed and available on issuer
gateway such as credit spread curve by industry and corporate average spread. The information is
expected to help issuers to estimate the cost and timing for bond issuance more efficiently.

Issuer Gateway
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Pic 2.1 Corporate Average Spread : By TTM / Duration, By rating

Corporate Bond Yield Curve (Based on TTM) as of 03 April

Standard Deviation (bp)

Standard Deviation (bp)

2019
Averaged Spread (bp)
Group 3.5
< 3 Yrs. >5Yrs. = 3Yrs.
¥rs.
ABA 32.424909 60.354532 80.173329 17.266440
AA 56.244040 04049545  104.048170 23.480544
A 58.744559 96.156035 120.089986 29675411
BEB 185.074214  218.000459  288.814231 53.437012
Corporate Bond Yield Curve (Based on Duration) as of 03
April 2019
Averaged Spread (bp)
Group 3.5
< 3 Yrs. >5Yrs. = 3Yrs.
¥rs.
ABA 32.771988 61.286642 82.403665 17.356461
AA 58.534361 06.883314  106.052624 24511033
A 60.376932 G8.719304  125.651105 30.218158
BEB 185.262264  227.733375 53.618261

& Download Excel

Averaged Maturity

3-5 =3 SE =5
>5Y¥rs.
Yrs. ¥rs. Yrs. Yrs.
6.688557 8.328062 1.385830  3.631780  6.982778
18.033871 15.611439 1.672760  3.984038  7.828234
19,905201 24,673599 1.492828  3.962390  8.32862%
61.981309 1.615890  3.854452 5.241095

Averaged Maturity

3-5 =3 3-5 >5
>5Y¥rs.
Yrs. ¥rs. Yrs. Yrs.
7.489520 10.666288 1.420821 3.753424  5.982778
15.687183 16.124661 1.770792  4.422356  8.356986
19.520145 24,582310 1.571570 4302584  8.779%21
63.374399 1.615990  4.008523

Pic 2.2 Credit Spread Curve by Industry

3. Initiate electronic book building system

While government bonds are sold through
auctions on the electronic bidding system
administered by Bank of Thailand, corporate bonds
are offered through book-building process. The
current book-building procedures are mostly
manual which could hinder rapid growth of corpo-
rate bond market. Therefore, ThaiBMA has worked
with stakeholders on the initiation of electronic
book building system. The requirements and speci-
fication of the system were concluded in late 2019
with the collaboration from issuers, underwriters

and investors. The system is expected to go live
within the first half of next year.

4. APl Connect with Bank of Thailand

To further improve information access and
reduce internal manual process, ThaiBMA has
connected with data APl provided by the Bank of
Thailand (BOT). This included related bond data
such as bond auction results, bank deposit rate,
and BIBOR.
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Promote Business of Members

1. Propose to amend NCR criteria for government securities

The SEC regulation requires securities companies to comply with “Net capital rule (NCR)” to
ensure that they have sufficient liquid assets to maintain stable financial status and prevent damage to
the system.

However, the current NCR calculation specifies that investment in risk-free Delivery Versus Payment
(DVP) settlement securities such as government and BOT bonds are calculated as liabilities until
settlement date, resulting to significant drop in NCR when buying such securities. Therefore, securities
firms are unable to fully participate in government/ BOT bonds auctions and trading despite the facts that
they are safe assets for clients.

ThaiBMA has studied the issues and gathered opinions from members who are securities firms
then proposed to SEC to amend NCR calculation excluding DVP government securities from calculation as
general liabilities. Finally, SEC approved the proposal on December 9, 2019 (effective on January 1, 2020).

2. Propose SEC to revise the license fee related to bond trading

In 2019, the SEC considered a revision on the fee structure of securities business licenses including
securities trading/dealing license from fixed rate to variable rates based on trading value. ThaiBMA held
dialogues to discuss on the issues to gather feedback from members who comprise both banks and
securities firms. The key consideration was that the new fee structure should take into account the
differences in nature of bond and other type of securities.

Bond trading profit does not depend on trading volume and they can be traded in large amount
without profit to serve regulatory policies. It is agreed that regulatory cost should not discourage the
bond market development. The feedback was proposed to the SEC and being approved on November 12,
2019 (effective on January 1, 2020).
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Activities in ThaiBMA’s Core Functions

SRO

Market
Development

And | ”

Education

Bond Information
Center

ThaiBMA

aRuRNIARTIAIHLINY

Bond
Pricing Agency

1. SRO (Self Regulatory Organization)
Member Inspection

In 2019, ThaiBMA conducted onsite inspections on
17 dealer-members. The inspection covers every
aspect of bond dealing business, i.e. organization
structure, conflict of interest, conduct of business,
control process to ensure that they comply with
relevant rules, regulations and the adoption of risk
- based approach.

Promote understanding on ethics and regula-
tions

ThaiBMA organized preparatory and training
courses for a new potential member, in 2019, SCB
Julius Baer Securities, to ensure that the company
was ready to commence bond trading and comply
with relevant rules and regulations. In addition,
ThaiBMA collaborated with Compliance Club of
Association of International Bank (AIB), The Thai
Banker Association (TBA) and Association of Thai
Securities Companies (ASCO) to arrange several
knowledge sharing forums on supervision
framework in bond trading for head of compliance
and compliance officers of member firms.

Association

2. Bond Information Center

Mandated as the information center for the Thai
bond market, ThaiBMA administers both primary
and secondary markets information as well as
developing financial tools for bond investment.
Additional tools developed and provided in 2019
were

e |Bond training online, this is helpful in self-

learning

e Net Total Return Indices: A new index repre-

senting the total return after withholding tax
rate on accrued interest and coupon payment.
This is useful for fixed-income mutual funds
which are subject to 15% withholding tax rate
effective from August 2019.

In addition, new products launched on iBond
website in 2019 are as follows;

e Short-term corporate bond index
Credit spread curve in primary market
Average credit spread curve with +/-

Annual Report 2019
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3. Association

ThaiBMA serves as an industry association to
promote fair and efficient bond market.
We represent dealer members and bond market
stakeholders and provide a forum for policy
discussions on market development.

Market Dialogues

In 2019, ThaiBMA facilitated networking opportu-
nities among members and market participants
such as dealers, underwriters, issuers, compliance,
bondholders’ representative and fund managers
by organizing dialogues to share concerns and to
discuss issues regarding market development as
follows;

1. Withholding Taxes and After-tax Bond Indices:
To discuss and prepare for the new taxes on
fixed income funds after the government imposed
15% withholding tax on coupon bond invested by
mutual funds that was effective on August 21°% ,
2019

2.IFRS9 :

o Effects on fixed income operation after the
enforcement of IFRS 9

e Classification and Measurement of Financial
Instruments to determining Solely Payment of
Principal and Interest (SPPI) on fixed income.
Furthermore, the guideline for calculation of
Probability of Default (PD) and Loss Given
Default (LGD) have been developed to support
the calculation of Expected Credit Loss (ECL) as
reference options for market participants.

3. E - Book Building : To get feedback on the
proposed online book building system. This
is another challenging step toward a paperless
environment and creating an efficient process for
issuers, underwriters and institutional investors.

4. Bondholders’ representative forum : The forum
is initiated to share concern on the best practices
of bond holder representatives to enhance investor
protection. Several issues have been discussed
including a revision on the standard terms and
conditions of corporate bonds.

—_N Al

A Vil

5. E - Bondholders Meeting/ E — Notice/

E — Proxy/ E — meeting/ E — Voting : To discuss
about the methodologies to implement best
practices for electronic bondholders meeting.

6. Traded - Based Yield Curve : To gather
comments and feedback on the development of
government bond yield curve by using transaction
-based information from dealers and pre-traded
information from inter-dealer brokers.

Stakeholders Visits

ThaiBMA organized nearly 50 visits to market
participants and stakeholders consist of issuers,
bondholders’ representatives, registrars, under-
writers, custodians and regulators to get feed-
back/comment regarding products and services of
ThaiBMA, and other bond market relevant infor-
mation. For example, Solar bond was studied and
introduced to renewable energy issuers and
potential investors.

M1

Annual Report 2019

(I AV & [ |\



AV 4 /| | S 341} NY\V/ V7 IAV @ [ |\

International Cooperation and Networking

experiences about bond market development.

ThaiBMA collaborated with international organiza- Visitors in 2013 include:

tions to organize seminars and conferences related « Asian Development Bank (ADB)

to the bond market. e ASEAN+3 Macroeconomic Research Office
e “Green Bond” Conference in collaboration with (AMF_{O) N
International Capital Market Association (ICMA) ~ * (Ccrgclt; Guarantee and Investment Facility

& International Finance Corporation (IFC)

e EY Corporate Service Limited

e Financial Sector Assessment Program (FSAP)

e The University of Tokyo's Graduate School of
Public Policy (GraSPP)

e Gibraltar Stock Exchange (GSX)

e International Capital Market Association
(ICMA)

e Inter-Dealer Broker (IDB)

e International Finance Corporation (IFC)

e International Monetary Fund (IMF)

e KPMG Thailand

e Lao Securities Exchange

e Ministry of Finance of Armenia
» Knowledge sharing at seminar “WORKSHOP ON  « Nomura Singapore Limited

BOND MARKET DEVELOPMENT ASEAN STEER- « PENILAI HARGA EFEK INDONESIA (PHEI)
ING COMMITTEE ON CAPACITY BUILDING o S&P Global Ratings

(SCCB)” for Bank of Lao PDR (BOL) and Lao o Sustainalytics

Securities Commission Office (LSCO) in Vienti-
ane, Lao PDR during May 9th -10th, 2019.

e ThaiBMA attended Asia Securities Forum held
by Turkish Capital Market Association (TCMA)
on November 3-5th, 2019 to exchange infor-
mation about the situation and development of
securities industry in the Asia capital market.

ATIEN UL

Hosting International Visits

ThaiBMA hosted number of international visits PENILAI HARGA EFEK INDONESIA (PHEI)

from both public and private sectors. The visited ThaiBMA
purpose was to discuss and share knowledge and ANnuai Keport cu 1Y
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Other Activities

Throughout 2019, ThaiBMA organized activities that brought bond market stakeholders together,
giving opportunities for networking among all participants. Key activities organized in 2019 include:
e Press Conferences : Organized on a quarterly basis to communicate and distribute Thai bond market
information to the press and media.

ThaiBMA held press tour to strengthen relationships with presses
during January 19th-20th, 2019

e Cooperation between FETCO and ThaiBMA : Published Interest Rate Expectation Index based on
survey from fund managers and bond dealers about their views on interest rates and government
bond yields.

e Best Bond Awards and Thank You Party : Best Bond Awards was first organized in 2002 to promote
professional standards and reward excellent conducts of market participants in the Thai bond
market. This event has become one of the most influential awards for bond market professionals. In
2019, the award ceremony and Thank You Party was held on February 21st, 2019 at The Aldo hotel.

<

The Thai Bond Market Association

Best LBond Swands 2078

A
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o CSR Activities : To promote social responsibility awareness and strong relationship with stakeholders,
ThaiBMA organized a CSR trip to make merit at Ayutthaya province. To promote environment protec-
tion, ThaiBMA also conducted other CSR activities for staff such as garbage collection at Bangsan,
Chonburi province.

4. Bond Pricing

Develop information on Probability of Default
(PD) and Loss Given Default (LGD) to comply with
TFRS 9

The new accounting standard” IFRS9” (TFRS 9 for
Thailand) has introduced a forward-looking view
of credit quality which requires an entity to
recognize an impairment provision, prior to the
occurrence of a loss event. To be complied with
IFRS 9, an entity must estimate at the beginning of
investment in bonds what their losses are going to
be in the future (known as Expected = Credit Loss
— ECL). To compute for ECL, Probability of Default
(PD) and Loss Given Default (LGD) are required.

ThaiBMA in 2019 has studied and calculated these
two parameters namely Probability of Default (PD)
and Loss Given Default (LGD) to support the
calculation of Expected Credit Loss. This aims to
facilitate market participants whom are not much
sophisticated as references for the calculations of
ECL when they invest in bonds. The PD and LGD
would be published on ThaiBMA’s website from
January 2020.

5. Market Development and Education

ThaiBMA recognized the importance of promoting
professional competency, financial literacy and
developing human capital in the bond market.
Various trainings, seminars and academic
activities were held for both professional and
non-professional investors. In addition, a number
of seminars related to bond market investment for

retail investors were held in Bangkok and
other provinces on the back of effort to educate
individuals for better understanding on Thai bond
market.

Public Seminar

1. “Managing Bond Portfolio in the time of a new
Government” : Organized in collaboration with
Federation of Thai Capital Market Organization
(FETCO) on June 27th, 2019, the seminar was
attended by over 500 investors at The Stock
Exchange of Thailand.

2. “Towards the Sustainable Finance & Investment
in Thailand”: An executive from ThaiBMA was
invited to speak at a seminar held by SEC at The
Stock Exchange of Thailand on August 5th, 2019.

s Q @;‘%“1“"4 QSET
ards the s N S ce
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3. “Bond Markets: How do they work?” : An executive from ThaiBMA was invited to speak in a Capital
Market Academy Programs held by Capital Market Academy (CMA) Leader Program (29") at Auditorium
Lecture Hall on August 31%, 2019.

anuuin

, MIaManu
AL MARKET ACADEMY

4. “Distributed Ledger Technology ( “DLT” ) 6. “Financial Management and Fixed Income
project” : An executive from ThaiBMA was invited financing” : An executive from ThaiBMA spoke at
to speak at a seminar to introduce DLT for digital A seminar named “ Strategic CFO in Capital

infrastructure in Thai Capital market, held by SEC Markets ” held by SET at Marriott Marquis Queen’s
on September 3", 2019. Park Hotel on September 21%, 2019.

Issuer Seminar

e Held a curriculum on “Adjusting bond issuance
strategy under Present Market Condition” on
August 26th, 2019, aiming to educate and
support personnel in the industry especially
prospective bond issuers.

¢ Held a training session on “Investment in Thai
Bond Market” for young entrepreneurs in

5. “Fixed Income Investment”: An executive from
ThaiBMA spoke at “Money Expo 2019 Rayong”
held by Money & Banking Magazine on September
8th, 2019. This was the first time that the event
was organized in Rayong province. ThaiBMA also
organized a booth to promote financial literacy on
fixed income products to the public.

‘! | B =5 anauoaaasaskilng
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Academic Training and Research

1. ThaiBMA held a training session on “Overview 3. Scholarships : ThaiBMA granted scholarships

of Fixed Income in Thailand”, on October 3”’, to students in 7 different universities that had

2019 for students and instructors from Ubon  signed MoU with ThaiBMA, i.e. Khon Kaen

Ratchathani University University, Prince of SongKla University, Ubon

Ratchathani University, Naresuan University,

——_— Chiang MaiUniversity, Burapha University and

I iy 355 Kasetsart University Chalermphrakiat Sakon
Nakhon province campus.

2. Train the trainer project : ThaiBMA supported
lecturers from universities, which signed MoU with
ThaiBMA, in order to promote Professional training
courses. In 2019, a number of lecturers were given
opportunities to attend over 10 advance training
courses for free of charge.

4. Research papers : ThaiBMA conducted seven researches for the benefit of stakeholders and develop-
ment of the bond market such as the study on Nippon Individual Savings Account (NISA) in Japan and
lesson learned for Thailand, Catastrophe bond (CAT Bond), the study on the possibility in Thailand Bond
Market and Debt Crowd funding etc.

5. Bond Academy Season 6 : ThaiBMA organized “Bond Academy Season 6, a 2-day training camp focus-
ing on bond market for 120 students from various universities across the country. The objective was to
enhance their practical knowledge in the bond market and expand their career opportunities through
lectures, panel discussion from experts and activities. In 2019, Bond Academy Season 6 was held at KU
Home, Kasetsart University.
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6. Professional Trainings: ThaiBMA organized a series of professional training courses to strengthen
competency and professionalism of personnel involved in the bond market. In 2019, two new courses
of “Investment RiskManagement” and “Bond Basics” were introduced, bringing to total of 14 regular

professional courses.

7. Promoting Bond Literacy through Press and Media: In 2019 ThaiBMA launched a new literacy channel
through radio on 100.5 FM (MCOT) to reach investors who were not familiar with the bond market.
Another channel is social media through an animation called “Bond and Ben the Series”, targeting
beginners and the new generation. In 2019, 4 episodes were added to the series and 9 episodes of “Bond
and Ben the Series” have been broadcasted. Furthermore, articles and 52 infographics were disseminated
on various channels such as social media, and newspapers.
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Highlights of ThaiBMA’s Activities in 2019

Best Bond Awards and Thank You Party 2019: The opening ceremony for promoting capital
The Award ceremony was held on February 21st, market with cooperation of 12 organizations in
2019 at the Aldo Bistro Ascott, Sathorn Bangkok capital market. The ceremony was held on Au-
Hotel. gust 14th, 2019 at Royal Thai Army Club.

210UHUNMISAVNUASIAISHU
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ThaiBMA in cooperation with FETCO held semi- “Money Expo 2019 Rayong”: ThaiBMA organized
nar with topic of “The Strategy of Investment in a booth and spoke on a forum to promote finan-
Bond Market under New Government” on June cial literacy on fixed income products to retail
27”’, 2019 at SET. investors on September 8“‘, 20109.
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Highlights of ThaiBMA’s Activities in 2019

ThaiBMA organized 12 professional training

courses to strengthen competency of
personnel involved in the bond market.

Press Conferences was organized on quarterly
basis to communicate and distribute Thai bond
market information to the press and media.

\| amﬂmamm'\aﬁmlm
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& THAI BOND MARKET ASSOCIATIO

ThaiBMA hosted nearly 50 visits for knowledge sharing about bond market development.
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Highlights of ThaiBMA’s Activities in 2019

Thai Investor Club visited ThaiBMA to learn Delegation from S&P ratings visited ThaiBMA to
more about investment in the bond market on discuss about the Thai bond market on 7 January
12 March 2019 2019

Meetings and discussions on the development of Registrar Service Platform (RSP1)

were held several times in 2019
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AUDIT COMMITTEE REPORT FOR 2019

To Members and Stakeholders

The Audit Committee of the Thai Bond Market
Association (“the Association”) consisted of 3
members of the Board of Directors as followed ;
Mr. Singha Nikornpun as Chairman (until 31
May, 2019) Dr. Somjin Sornpaisarn (from 1%
June, 2019) as Chairman, Mr. Thiti Tantikulanan
(until 25" April, 2019), Mr. Sukkawat Prasurtying
and Mr. Apichart Tungkiatsilp as member.
Mr. Santiporn Wongpanchalert, Internal Auditor,
served as the Committee Secretary.

The Audit Committee was appointed by
and accountable to the Board of Directors. The
Committee performed its duties as set forth
in the Audit committee Charter.

The Committee met four times in 2019 and the
issues discussed and reviewed in the meetings
can be summarized as followed:

¢ Reviewed the annual financial statements for
the year 2018 for the submission to the Board
of Directors and the Annual General Meeting
(AGM) ;

¢ Selected the external auditor for the year
2019 and considered the fee for the
submission to the Board of Directors and
the Annual General Meeting (AGM) ;

¢ Reviewed and approved in the 2020 internal
audit plan, The Audit Committee also
reviewed the audit results and provided
recommendations for more efficient
operations and proper control system ;

¢ The Audit Committee also followed up the
progress and results of the risk management
activities and provided recommendations for
effective risk management procedure.

Based on information provided by the
management, the Committee is confident that
the Association’s internal control and risk
management are adequate and proper.

The Committee has exercised independent
discretion and expressed its opinions in the best
Interest of the Association.

The Committee also provided necessary advice
and recommendations so that the Association
followed good corporate governance practices.
This will certainly lay a strong foundation
for the Association to achieve stable and sustain-
able growth and earn recognition and trust
from members and stakeholders, in line
with the spirit of the SRO, as well as the
Information Center of the Thai bond market.

~1

/1
,‘E:w:’:a}/ A

(Mr. Somjin Sornpaisarn)
Chairman of the Audit Committee

March 17, 2020
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Good Corporate Governance

ThaiBMA realizes the importance of adherence to the
good corporate governance principles. It is fully
confident that good corporate governance is an
essential factor that promotes the efficiency and
effectiveness of the Association’s operations in
achieving its goals and missions, solid foundation of
ThaiBMA has been laid to attain sustainable growth by
pursuing its operations with ethical standards and
complying with relevant laws and regulations. ThaiBMA
believes that good corporate governance will further
enhance the creditability and trustworthiness of the
Association among stakeholders.

Corporate Governance Policy

Board of Directors of the ThaiBMA has set forth good
corporate governance policy which corresponds with
the vision and mission of the Association. The policy
covers principles of corporate governance including
the Structure and Responsibilities of the Board of
Directors, the Roles and Responsibilities of the
ThaiBMA, Risk Management and Internal Control,
Relationships with Stakeholders, Business Ethics, and
Prevention of Conflicts of Interest.

ThaiBMA has publicly disclosed the corporate
governance principles to its stakeholders. The principle
has also been communicated to all directors,
executives and staffs to ensure understanding and
compliance. Proper overseeing and monitoring
activities have been undertaken to ensure compliance
with the policy. The policy has been reviewed and
amended from time to time in order to keep pace with
the trend of development in this area.

Board of Directors and Committees
1. Board of Directors of the ThaiBMA
According to the ThaiBMA’s Articles of Association, the

structure and composition of the Board of Directors
are as follows:

N\ | £ AV 4

(1) Structure of the Board of Directors

The Board of Directors shall comprise a maximum of 11
members, one of whom is the Managing Director who
is a director by position and the other directors are
elected by the ordinary and extra-ordinary members of
the ThaiBMA. The directors nominated and voted by
the members represent the members and the
stakeholders in the Thai bond market in conformation
with the role of the ThaiBMA as an SRO. At least three
of the eleven members of the Board of directors must
be independent directors who are not executive
directors, president, persons who have authorities
in the management, staff, employees or major
stakeholders of the ordinary and extra-ordinary
members : The independent directors shall hold office
for the term of 3 years.

(2) Roles and Responsibilities of the Board of
Directors

Board of Directors has the responsibilities to establish
policies and strategies of the ThaiBMA in accordance
with  the Articles  of
Association, and the resolution of the General Meeting

Association’s  objectives,
of Members; to supervise the President and executives
of the Association to ensure compliance with the Board
of Directors’” policy guidelines; to determine and
approve the rules, regulations, notifications, orders, as
well as the Code of Conduct of the Association; to
consider the acceptance or revocation of membership;
to consider the punishment of members or related
persons who violate the rules, regulations, notifica-
tions, orders, as well as the Code of Conduct of the
Association; and to consider the appointments of
committees and advisors of the Association.

(3) Board Meetings and Meeting Quorum

ThaiBMA officially arranges the Board meetings once a
month which are prescheduled throughout the year.
An extra-ordinary meeting may be held occasionally
if it is deemed appropriate. To ensure that proper
consideration be to the issues in the agenda, ThaiBMA
is required to send a meeting notices, agenda, and
related documents to each Board member at least 7
days prior to the meeting in order to allow sufficient
time for each director to study the matters prior to the
meeting. In case of emergency, related documents
may be sent less than 7 days in advance of the meeting.
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Board of Directors

Meeting
Term of office
Attended

Mr. Singha leornpun Chairman of the Board May 17 - Apr 20 13/13
and Independent
Director
Dr. Somjin Sornpaisarn @ Vice Chairman of the May 18- Apr 21 6/13
Board and Independent
Director
Mrs. Pattera Dilokrungthirapop @ Vice Chairman of the May 17— Apr 20 8/13
Board and Director
“ Mr. Narin Opamuratawongse Director May 18 -Apr 21 13/13
H Mr. Sukkawat Prasurtying ®) Independent Director May 19-Apr 22 10/13
n Mr. Apichart Tungkiatsilp Director May 17 - Apr 20 13/13
Mr. Pisal Kattiyothaivong Director May 18- Apr 21 12/13
n Mr. Thitawat Asaves ¥ Director May 19 - Apr 22 7/8
n Mr. Rawin Boonyanusasna @ Director May 19 - Apr 22 7/8
Dr. Bhume Bhumiratana Independent Director June 19-Apr 20 5/7
Mr. Tada Phutthitada President and Director 17 May 18- 16 May 22 13/13
Dr. Chayawadee Chai-Anant (6) Advisor to the Board 14 Feb 19-Apr 20 5/11
Ms. Patricia Mongkhonvanit 7) Advisor to the Board 24 Oct 19-Apr 20 3/3

Resigned Director

(8 Dr. Pisit Leeahtam Chairman and May 17 -22 Mar 19 1/3
Independent Director

Retired Director

n Mr. Sutee Losoponkul Director May 16 - Apr 19 4/5

n Mr. Thiti Tantikulanan Director May 16 - Apr 19 4/5
Retired Advisors

n Mr. Amporn Sangmanee Advisor to the Board 1 Oct 18- 13 Feb 19 1/2

n Mr. Poomsak Aranyakasemsuk Advisor to the Board 19 Jul 18 -Sep 19 8/10
Remarks :

(1) Mr. Singha Nikornpun was appointed the Chairman of the Board to replace Dr. Pisit Leeahtam who resigned from
Chairman of the Board on 22 March 2019.

(2) Dr. Somjin Sornpaisarn and Mrs. Pattera Dilokrungthirapop was appointed the Vice Chairman of the Board on 23 May
2019

(3) Mr. Sukkawat Prasurtying completed his term of office and was re e-elected by the Annual General Meeting of
Members on 25 April 2019.

(4) Mr. Thitawat Asaves and Mr. Rawin Boonyanusasna were elected as the new directors to replace Mr. Sutee Losoponkul
and Mr. Thiti Tantikulanan who completed their term by the Annual General Meeting of Members on 25 April 2019.

(5) Dr. Bhume Bhumiratana was appointed as the new independent director to replace Dr. Pisit Leeahtam who resigned
from Board of Director.

(6) Dr. Chayawadee Chai-Anant was appointed an advisor to replace Mr. Amporn Sangmanee who retired from advisorship.

(7) l\/‘ljs Pat;)icia Mongkhonvanit was appointed an advisor to replace Mr. Poomsak Aranyakasemsuk who retired from
advisorship.
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2. The Audit Committee

ThaiBMA strictly adheres to good corporate govern-
ance practices and has accordingly appointed an Audit
Committee to monitor and supervise the operations of
the Management to ensure that the Association is
operated in accordance with rules and code of ethics
under an efficient and effective internal control system.
The Audit Committee shall consist of at least 2
independent directors and shall be in office for the
same term as director.

(1) Roles, Duties and Responsibilities

The Audit Committee has the tasks and responsibilities
to review financial statements of the Association to
ascertain that the statements are accurate and disclose
sufficient information; to review the Association’s
operation to ensure that there are appropriate internal
control and audit systems ; to request information,
comments and explanations from the Association’s
executives, external auditors, and related persons as
well as performing any other tasks as assigned by The
Board of Directors.

Dr. Somjin Sornpaisarn Chairman
Mr. Apichart Tungkiatsilp Committee
Mr. Sukkawat Prasurtying Committee

Retired Committee
Mr. Singha Nikornpun Chairman

Mr. Thiti Tantikulanan Committee

A NV \V/ VA~

The Audit Committee shall prepare the Audit
Committee’s report containing opinions about the
accuracy, completeness, and reliability of the annual
financial statements; the adequacy of internal control
system; the appointment of external auditor; the
compliance with related laws and regulations; as well
as the opinion pertaining to any reports that should
be disclosed to the members under the scope of
responsibilities assigned by the Board of Directors.

(2) Meeting of the Audit Committee

For the Audit Committee’s meeting, the agenda is set
in advance and related documents are circulated to
members of the Audit Committee and other
participants at least 7 days in advance to allow
sufficient time to study the matters or request.
The Audit Committee’s meetings are normally held at
least 4 times in each calendar year. The Chairman of
Audit Committee may call a special meeting upon
request of the members of the committee, the external
auditors, or the Chairman of Board of Directors to
jointly consider essential matters.

Members of Audit Committee

Meeting
Term of office

Attended
June 19 -May 22 3/3
June 19 -May 22 4/4
June 19 -May 22 4/4

June 16 -May 19 1/1

June 16 -May 19 0/1
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Subcommittees

Pursuant to the Article Association, Board of Directors is required to appoint five subcommittees; i.e. Market
Practice Subcommittee, Market Regulation Subcommittees, Market Information Subcommittee, Disciplinary
Subcommittee and Appeal Subcommittee. The composition and scope of each subcommittee will be provided in
the following sections. In addition to such five subcommittees, the Board of Directors has also appointed
Investment Subcommittee and Nomination and Remuneration Subcommittee.

Investment Subcommittee

Scope and Responsibilities : To determine a policy, to provide recommendation on guideline of investment man-
agement for the Association, to evaluate the performance of private fund manager for the Association, and to con-
sider the modification of rules and regulations relating to investment of the Association.

Members of Investment Subcommittee

Meeting

Term of office
Attended

Mr. Narin Opamuratawongse  Chairperson June 19-May 22

Mr. Thitawat Asaves Committee June 19 - May 22 1/1

Mr. Rawin Boonyanusasna Committee June 19 -May 22 1/1

Mr. Tada Phutthitada Committee June 19 - May 22 4/4

Retired Committee

Mr. Sutee Losoponkul Chairperson June 16 May 19 3/3

Dr. Somjin Sornpaisarn Committee June 16 - May 19 3/3

"

The Nominating and Remuneration Subcommittee

Scope and Responsibilities: To consider and provide recommendations on the compensation policy and the
remuneration for the Board of Directors, the Managing Director and the Senior Executive Vice President. This
includes advices on human resources management policy of the Association.

Members of Nomination and Remuneration Subcommittee

Meeting
Term of office
Attended
Mrs. Pattera Dilokrungthirapop Chairperson June 19-May 22 3/3

- Mr. Apichat Tungkiatsilp Committee June 19 -May 22 3/3

Mr. Pisal Kattiyothaivong Committee June 19-May 22 3/3
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Selection and Remunerations of
the Committee and Subcommit-
tees

The selection and screening of members of the Board
of Directors and top management as well as the
selection and appointment of members of the
Subcommittees and the President of the ThaiBMA shall
be in accordance with the resolution of the Board of
Directors. In addition, the Board of Directors has the
tasks to review the remuneration structure of top
management as well as to consider and provide
recommendations or opinions pertaining to the policy
regarding remunerations and other benefits of the
Association. The remunerations for members of the
Board of Directors, the Audit Committee and
Subcommittees are as follows:

The remunerations for members of Board of
Directors, the Audit Committee and Committees are
as follows:

(1) Remunerations for Board of Di-
rectors

The remuneration of the Board of Directors is in
accordance with the resolutions of the Annual General
Meeting of the members. The monthly remuneration
for the Chairperson of the Board and each member of
the Board are set at Baht 50,000 and Baht 10,000
respectively. In addition, both the Chairperson of the
Board and each member of the Board are entitled to
Baht 10,000 per each attendance.

(2) Remunerations for the Audit
Committee

According to the resolution of the Board of Directors,
the Audit Committee shall be remunerated for
attendance at each meeting. The Chairperson of the
Audit Committee is entitled to Baht 12,000 per
attendance and each member of the Audit Committee
is entitled to Baht 8,000 per attendance.

(3) Remunerations for the Nomina-
tion and Remunerations Subcommit-
tee and the Investment Subcommit-
tee

According to the resolution of the Board of Directors,
the Chairperson of the Nomination and Subcommittee
is entitled to Baht 12,000 and Baht 8,000 respectively
per each attendance.

(4) Remunerations for other
Subcommittees

Other subcommittees of the Association are Market
Practice Subcommittee, Market Regulation Subcom-
mittee, Market Information Subcommittee, Discipli-
nary Subcommittee, and Appeal Subcommittee. The
Board of Directors has resolved to pay the
remunerations to each member of each Subcommittee
in the form of meeting fee. The Chairperson of each
Subcommittee is entitled to a fee of Baht 4,000 per

Relationship with Stakeholders

The Board of Directors of The ThaiBMA realizes
importance of relationships with stakeholders and
places emphasis on the rights of all stakeholders based
on fair and equal treatment as follows:

(1) Regulatory bodies and support-
ing government
agencies

ThaiBMA acts in compliance with relevant laws and
regulations promulgated by the regulators, and is
ready for inspection at every process of its operations.
The Association gives due regard to administration
with integrity, transparency, and efficiency in order to
attain the mandated mission; facilitating the nation’s

(2) Members

Members of ThaiBMA are supervised and equally
treated on a fair basis. Besides, the arbitration
process is arranged to settle any disputes which may
arise as a result of trading activities between
members and their counterparties to ascertain that
the disputes are resolved with fairness.
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(3) Bond Issuers

The ThaiBMA promotes fund mobilization through
issuance of debt instruments which is deemed as an
alternative for lower cost of financing. Fund raising via
bond issuance will enable issuers to manage their
financial positions more efficiently. In this regards,
ThaiBMA regularly and consistently organizes seminars
and trainings for prospective issuers to enhance their
understanding about the method and process of bond
issuance as well as related rules and regulations.

(4) Information users

The ThaiBMA realizes the importance of those who use
data and information for analysis and supporting
investment decision making. Accordingly, the Associa-
tion has consistently developed and upgraded the
efficiency in rendering information services in terms of
format, content quality and dissemination channels.
ThaiBMA’s website which serves as the main channel
for information dissemination has been well recognized
by international circles and cited as the most
comprehensive website for domestic bond information.

(5) Employees

The ThaiBMA places emphasis on the quality of life of
its employees and is committed to create a favorable
and pleasant working environment in order to maintain
high quality staffs with the organization. Moreover, the
Association provides its employees with strong
supports and opportunities for knowledge and skills
development to ensure their maximum work efficiency.

(6) The Society

The Association bears in mind its role and responsibility
to the society, hence contributing to charitable
activities. In particular, it acts as a major organization in
disseminating information and knowledge related to
the Thai bond market.

ThaiBMA also puts emphasis on educational activities
to promote knowledge and pays due regard to
information disclosure to ensure that all stakeholders,
including its members, investors, non-member
securities companies, students and academics, as well
as the general public are provided with accurate,
sufficient, and timely information .The efforts of
ThaiBMA in this regard are as follows:

e Providing Bond Market Information via websites
www.thaibma.or.th and ThaiBMA Facebook

e Collecting voices of stakeholders via meetings,
market dialogue, and stakeholder visit

e Organizing annual “Best Bond Awards” ceremony to
promote development of the Thai bond markets
on various aspects as well as to enhance quality
and professionalism of institutions involving in
market transactions which is essential for the
consistent and vigorous development of domestic
bond market

Risk Management and Internal
Control

The Association recognizes the importance of risk
management and internal control systems, thus estab-
lishing the Association’s risk management policy and
framework which is in accordance with international
enterprise risk management (ERM) principles. The
association has also implemented the risk management
structure within the organization by setting up a Risk
Management Working Group. Operational systems and
internal management processes of the Association have
been developed to ensure that the risk management
process is implemented efficiently and covers all key

With regard to internal control, annual internal audit,
covering all main departments, is under taken and the
internal audit report after such audit is submitted to the
audit committee for consideration. This procedure
helps ascertaining that there are efficient operations
and sufficient internal control systems.

In addition, not only does the Association issue policies
and regulations relating to internal control such as
Chinese wall policy in order to prevent confidential
information leakage and misuse, but it also places great
emphasis on a security of information technology
system, bond information database, and backup data as
well as a security of computer system to ensure the
efficiency and accuracy of data processing. Information
technology policy and guideline are drafted and
implemented in accordance with the rules and
regulation applicable to the Association. Works process
has been established for employees and those who
work for the Association to verify the identity of the
persons accessing and using the information.
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The Association also establishes Disaster Recovery Plan
and Alternate Site in case of emergency, including
Business Continuity Plan to ascertain that the operation
systems especially in the part of services for the third
party can be continued without interruption.

Business Ethics

ThaiBMA is fully confident that the adoption of code of
conduct and business ethics is fundamental factor for
the promotion and upgrading of good corporate
governance. Board of Directors has approved the
Association’s code of conduct which sets out the
operational guidelines for directors, executives and
staffs in carrying out their duties based on good
corporate governance principles.

Printed format of the code of conduct is distributed to
each of the directors, executives and employees. Every
employee is required to acknowledge the code of
conduct and shall be committed to comply with the
rules prescribed in the code, where the framework for
the ThaiBMA’s standard of practice is prescribed. The
Association also assigns a responsible person to
continually monitor results of operations and update
the code of conduct from time to time.

Conflicts of Interest Prevention

The Association realizes the importance of avoiding any
potential bias or event that would lead to a conflict of
interests. The policy of conflict of interest prevention is
clearly stated in the code of conduct such that the
directors, executives and employees are forbidden from
entering into any transactions that might lead to
conflict of interests with the Association. In case there
is a conflict of interest, due regard should be paid to the
benefit of the Association and the conflict must be
disclosed to the Board of Directors, the President or the
superior of that person (as the case may be) and
immediately reported to the Department of
Regulations and Compliance.

In addition, ThaiBMA has issued a number of
notifications and regulations in an attempt to prevent
conflict of interest; for instance, ThaiBMA’s Notification
re: investment in or holding of securities by its
executives and staffs, re: maintaining confidential and
internal information, and ThaiBMA’s Regulation on
guidelines for secondment and transfer of employees
between departments, etc.
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Directory of Members "Mm

m Companies UIHN

-AEC Securities Public Company Limited

HAIRA Securities Public Company Limited
nANZ Bank (Thai) Public Company Limited
n KINGSFORD Securities Public Company Limited
“Asia Plus Securities Company Limited
n Bangkok Bank Public Company Limited
Bank of America National Association
n Bank of Ayudhya Public Company Limited
n BNP Paribas, Bangkok Branch

)8 Bualuang Securities Public Company Limited
Capital Nomura Securities Public Company Limited
CGS—CIMB Securities (Thailand) Company Limited

i3 CIMB Thai Public Company Limited

Citibank, N.A.
slW Citicorp Securities (Thailand) Limited
i3 Country Group Securities Public Company Limited
DBS Vickers Securities (Thailand) Company Limited

n Deutsche Bank AG

I°BN Finansa Securities Limited
n Finansia Syrus Securities Public Company Limited

v4 B8 Globlex Securities Company Limited
nGovernment Savings Bank
n IV Global Securities Public Company Limited
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