STAYING
IN SHAPE

While many global peers are being forced to
slim down, most Asian banks believe they're
already the right size for the markets they serve,
By Umesh Pandey in Singapore
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"significant milestone in the simplification
o e sompany .

The sale followed the essablishment
im 2006 by Clol of o separate entity, Citd
Haoldings. specifically 1 hoise assets fat
the h-.ml.pdanmﬁ.l oy s, i adiele thes
has sobd mare than 60 buasinetses ol an
asset value of $700 bilkion, bringing down
the valse al Citd Holdings to o mere 5% of
s tovia] froam mnre chaon W% wheen the
umnbt was formeed

Another reglonal bank headquanered
i thae Limied Kingdoem, HSBC, has under
taker a numibeet of disposals and closases,
exiting non-sAraegic markets and mon
oo sin e

[Feursche Bank. one of the stromgest
banks 1o emerge from the global orisis, has
Been i talks o sell ot it 1,100 branch
Fosthani regall banking operation.

"t nas 1o weed out what the prob
ks e and what (e Lsds are; you cannot
Jusst fodlow the facl, My Nazir vald Asda
Foeus recently, While bekng big was once
thee in thing for banks. since the erisis it
has been less trendy, bee added

hir Gupin agreed, soyving that in the
good times maost of thess banls were on
 baying spree and some even went out of
their wary o ged into businesses thad were
nod really meeant for hanks

“There are many examples of these
lamge banks geiting into semcthing they
were nat oo suEe about ar did not heve
the expertise, and the cuscome wass visible
to the world,” Mr Gupis sald,

BIZE MATTERS

Sall, siee s imporiant for both DBES and
CIME, two ol the region's most prominent
banbs. Theey sy bands need oo be the right
size for thekr markeds 10 achdeve the best
eoonomies of scale. That means having
o presence in markets deat are growing,
for m st

“In our indusery size does matier” sald
Mr Mazie "W are lonking 1o expand into
miarkets such as the Philippines and Viet
merm and it i our aim 1o grow the business
im markess whiene we sre nat present.”

Hur saicd ghaat e bamk hasl leen neda-
tively sucoessful in expanding organically
i Camnbesdin ard thar Bs aim was 1o also
sk organkc growth in the Philippines and
Wietnam for thee time heing

CANTH wp o chis palnn has sxpanded js
business based on acquisitions in kndo-
i, Thailand andd nther markets, but o
lane it has been in consolidaion mode, in
line with the slosedown in the industry.

“Weare ina consolidation period afier
rapld growih and this is by design,” Mr
Mazir sald, adding that he considered the
hank 1o be about the right siee e, 1o thee
near tenmn, be added, the emphasis would
be on ways e increase profiabiliny mrser
than just sixe

Whien asked to compane CIMB with
regional peers such as those in Thailand
that have opted o expand by opening
repnesenlative branches shroad, Mr Nazis
said the spprosch was good b the econ
oansies of scale a regional qEETAMian necds
coutld not be pealised with such metlods.

*'% & good mosel i vens wang o remakn
strong on your home el and tene ane
bandcs that aoe dodngg it as you may ki,
iny wour own counry,” he sabd

"By dolng so you have some good
peoiniis such as gening the bulk of your
prafas from the home market, but then
there are drawhacks as these banis woulbd
naot bee abile to tag the e of specific econ-
omies if thelr home coonoamic sbiuadon is
naot that goosd.”

Local Thad banks, on (e ogher hamnd,
continue to inslst that they are pot at o
stage whene they have over-expanded
thelr networks or assets. They have been
relatively carservative and have nol gone

'S 1DCUS
asing profabidity
rather than sizg

Beyond thelr core hanking et
“Look at most Thal banks including
ours — wie never expanded into aneas we
ane Ml Srong in or aneat that go heyond
o banking, except in del nestrsciar-
ing, and even in those cases we ended
up divesting our holdings as soom as we
coulsd,” Teeranun Srilong,. presidemnt of
Kasikommbank Flc, 1old Asia Foous.
*Bankingiis complicated encagh o deal
with the day-to-day things that are hap-
pening and i we stretch our capabilities,
gheen o dary we wetlil end ugh not beeing
abile b cope with all thise differem ting™
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“There are many
examples of these
large banks getting
into something they
were not too sure
about or did not have
the expertise, and the
outcome wzs visible to
the world”

PIYUSHGUPTA
CED, DE3 Group
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& Asinn banks remain healthy and have
managed to aveid the orgoing prob-
lema fnced by some multinationals that
have been divesting assets lefi, right
and centie, say some af the region’s op
finance execwtives,

"You have to remember that Askan
hanks did ot expand way beyomd their
means over the course of the past fiew
vears and therefore there ane not that
many over-cxpanded fimancial instinatiors
iiru this part of the warld” Piyush Gupea, the
chief executive officer of DNES Growp, the
largest bank in Sewibeast Asia by assets.
ol Asia Fove,

Singapore-based DBS, which has a
market capitalisation of 1S538 billion,
has i fact bees cus e lookouw for assets
In miew markets whisne the company had
lieile or no presence,

“We for ome are not divestng any of our
assels &k we never had gone beyond our
micans when we were expanding, and on
thi contrary we are baking at some of the
assets that are being divested by the global
bhanks” he said.

Mr Gupta dichimed b offer any dietails
al poteniial deals, but said i would be
appeopriate to look into businesses that
ather hanks are offloading if they it the
overall strategy of DES,

Cilobally most major banks are beok-
g 6 ddivest assets of dilferend ppes. The
prospeciive sellers range from banks tha
are stEll recosering from the 2008-09 global
Bnarncial crisis such as Koyl Bank of Sco-
Band (HBS ) to moch serosger éntites such
as Dewische Bank.

RES, which ks B0% owmed by British -
pavers afier 2 $68- hillion bailout, has been
sclling off assets all across the world 1o
raise cash. Maloysia-hased CIMB Group,
which has been expaniling its reach across
Asean, in 2012 padd £140 milllion 0 scquine
scima BB bassineess unies in Asia and other
parts of the workd

The deal covered cash equities busi-
messes in Australia, China, Hong Kong,
Bl and Taiwan and the cash equities
sales disks in the United Kingdom and
Unbted States. B abso covered equity capital

Ivdlia, Indonesia, Malaysia, Shgmpore,
Taiwan and Thailand. There were some
srmiadl inberests in Auseralia and China that
wore not inchsded in the deal.

CIMB has since closed some of the
aperations it acquired, including Aus.
tralia where it sald the cost did noy justify
@ presence.

“We have been divessing some assets
beut that does not mean that we over-ex-
panded ourselves” sadd CIMB Group
chadrman Maxir Razak, who has trans-
formed a business once known makndy
ns an investment bank with just 1000
employees into & diversified financial
wervices glant.

AVDIDING FADS

Global gianis such s Standard Chanezed
Bank, Dewische Bandk, KIES amnd oithers all
have hesen onos divestmeend spree, as the
aew el s tewand “lean and mean”

UE-based Srandar] Charered, which
prides fisell as Asia-focused, recenthy
anmounced il was looking o sell its
remabning private-equity business which
oilel be vahied at $1.5 hillion or more.
The divestment would imvolve the bank’s
haldings in companies from Aska o the
Middle Eas,

Standard Chartened s also leoking for
buryers for ies Hong Kong pensbon fund
business vabued at mose than S350 méllion.

Ciher big names with businesses on
the block inchade Credit Agricole 54, [P
Afongan Chase and Co, and Cidgroup.

. Citigroup carlier this year sold bis per-
sofal loans usiness Onelain, calling ita
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