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SECTOR UPDATE

Finance — Thailand
Consumer Finance: The Market Is Overly Concerned About SCB X

We believe the market is overly concerned about the establishment of SCB X, which has
led consumer finance share prices to fall from the fear of SCB X’s market penetration.
However, we believe that this is an overreaction as it is very challenging to penetrate
the consumer finance market. The sector is trading close to its 5-year mean of 19.7x
2022F PE. We reiterate our MARKET WEIGHT rating and recommend investors to
selectively buy stocks with a strong earnings growth outlook.

WHAT’S NEW

¢ The market is overly concerned about SCB X. The consumer finance share prices under
our coverage have fallen 7-15% after Siam Commercial Bank (SCB) announced the
establishment of SCB X Public Company (SCB X). The market concerns that the existing
consumer finance operators might lose market share to SCB X's new growth businesses,
which are auto-title lending (run by Auto X) and digital lending (run by AISCB, Monix, and
SCB Abacus). However, we believe that the market is overreacting as SCB X’'s management
has yet to provide concrete business strategies for their new businesses. Also, we believe
that market penetration in the auto-title lending business is not easy.

Barrier of entry to auto-title lending business. One of the key success factors in the auto-
title lending business is accessibility. Muangthai Capital (MTC) and Srisawad Corporation
(SAWAD) have extensive loan stores with over 4,500 stores across Thailand. Therefore, it is
very difficult for Auto X to catch up in terms of loan store count. Auto X could use a business
model similar to Ngern Tid Lor (TIDLOR), which is using digital platforms to gain access to
customers. However, TIDLOR has spent many years developing its IT infrastructure, and
TIDLOR'’s cost to income ratio was very high at the beginning before it could scale up its
business and gain economy of scale. Consequently, Auto X would face similar difficulties as
TIDLOR did if Auto X decides to operate auto-title lending through digital platforms.

Long way to go for digital lending. While the market is very enthusiastic about the
prospect of digital lending businesses and believes it could disrupt traditional consumer
loans, we believe digital lending has a long way to go to be successful in Thailand. Firstly,
the alternative data from third parties that digital lending operators use to assess borrowers’
credit risk is very scattered in Thailand. This could lead to inaccurate credit risk evaluation.
Secondly, digital lending in Thailand has failed to address one of the fundamental factors in
credit risk management, which is the willingness to pay. Digital lending is an online platform
that provides unsecured loans targeting customers that do not have solid proof of their
income. Also, bad records in National Credit Bureau (NCB) would not affect digital lending’s
customers much as most of them are unbanked. Hence, digital lending’s customers have a
high probability of defaulting, and the operators do not have effective tools to incentivise
customers to pay their loans. According to the Department of Business Development Ministry
of Commerce (DBD) data, all of the digital lending operators except Kasikorn Line have total
assets of less than Bt1b, and their earnings were negative in 2020.
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MARKET WEIGHT

(Maintained)
OUR TOP PICK

Current Price  Target Price
Company Ticker Rec (Bt) (Bt)
Ngern Tid Lor  TIDLOR ~ BUY 3475 53.00

Source: Respective companies, UOB Kay Hian
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PEER COMPARISON
Last Target Upside Market — ---------- [ S EPSCAGR  PEG P/B Yield ROE
Company Ticker Rec.  Price110ct21 Price Downside Cap 2020 2021F 2022F 2021-23F  2021F 2021F 2021F  2021F
(BY) (BY) )  (USIm) (x) (X))  (x) (%) ()] ) (%) (%)
Muangthai Capital MTC TB BUY 61.75 73.0 18.2 3920 254 245 201 15.7 1.6 5.2 0.6 235
Srisawad Corporation SAWADTB  BUY 63.75 75.0 17.6 2641 196 182 167 8.9 2.0 3.6 2.8 20.9
(Upgrade)
Ngern Tid Lor TIDLORTB  BUY 34.75 53.0 52.5 2367 301 238 192 26.3 0.9 2.9 0.9 16.4
Krungthai Card KTC TB SELL 56.25 45.0 (20.0) 4310 273 236 218 9.1 2.6 54 16 24.8
Sector 13,238 257 229 198 13.7 1.8 45 14 22.1

Source: Respective companies, UOB Kay Hian
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------- Total Assets ------- Net Profit

Companies Type of Loans 2018 2019 2020 2018 2019 2020
Ascend Nano Digital personal loan/Nano Finance 1,048 1,071 998 (26)  (128)  (180)
GFIN Service (T) Digital personal loan/Nano Finance 178 916 999 3 (21) (18)
Kasikorn Line Personal Loan/Nano Finance 178 2,319 5,047 1) (36)  (723)
Monix Nano Finance n.a. n.a. 661 n.a. n.a. (88)
SCB Abacus Nano Finance 150 407 610 96 8 (166)
SEAMONEY Captial Digital personal loan/Nano Finance 137 132 660 (4 1 (12)
Total 1692 4,844 8974 68 (177)  (1,186)
Source: Department of Business Development Ministry of Commerce, UOB Kay Hian

ACTION

¢ Maintain MARKET WEIGHT. The sector is trading at 19.7x 2022F PE, which is equivalent
to its 5-year mean. We reiterate our MARKET WEIGHT rating and recommend that investors
selectively buy stocks that have a strong earnings growth outlook.

o Our top pick is TIDLOR. We like TIDLOR because it has the strongest earnings outlook
with a 26.5% CAGR over 2021-23 (vs the sector’s 13.7% during the same period), supported
by: a) rapid growth in the insurance brokerage business, b) decent loan growth outlook
driven by TIDLOR cards rollout, c) lower provision expenses on the company’s robust asset
quality, and d) improvement in cost-to-income on normalisation of IT investment and
economies of scale. We believe TIDLOR'’s share price is trading at a deep discount as the
share price is now below the IPO price of Bt36.50.

ESSENTIALS

¢ Unexciting 3Q21 earnings. We expect consumer finance companies under our coverage to
report a combined net profit of Bt4.8b, up 4% yoy and flat goq in 3Q21. The unexciting
earnings growth in 3Q21 was mainly due to weak NIM. Meanwhile, we expect decent loan
growth of 11% yoy (excluding the transferring of motor-title loans worth around Bt7.4b from
SAWAD to Fast Money (FM), the loan growth in 3Q21 should be 14.0% yoy). Asset quality
should remain healthy thanks to continued rollout in Debt Relief Programmes (DRP) with an
average NPL ratio of 2.9% (vs. 2Q21: 2.8%) and loan loss coverage (LLC) ratio of 192% (vs.
2Q21: 196%).

Spillover effect from price war put pressure on 3Q21 NIM outlook. While the price war in
the auto-title lending business has softened considerably compared to 1H21, the spill-over
effect will continue to put pressure on the sector’'s NIM in 3Q21. This is because around 50%
of MTC’s motorcycle-title loans have not been renewed to the new interest rate of 16% yet
(the previous interest rate was 18% in 4Q20). MTC’s management expects 80-90% of the
motorcycle-title loans to complete new contracts in 3Q21. Moreover, consumer finance
operators provided DRP, which waived two instalments in Jul-Aug 21 for customers who
were severely impacted by the fourth wave of the COVID-19 outbreak. Overall, we expect
the sector’s NIM to drop 120bp yoy in 3Q21.

Customer credit card spending declined 11-15% yoy in Jul-Aug 21. According to the
Bank of Thailand (BOT)'s report on 8 Oct 21, the industry’s customer credit card spending
declined 11% yoy in Jul 21 and 15% yoy in Aug 21. The soft customer credit card spending
was due to the second round of lockdown measures and weak domestic consumption.
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SECTOR’S EARNINGS OUTLOOK
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3Q21 EARNINGS PREVIEW SECTOR PE BAND
3Q21F 2021 3020 qoq(%) yoy(%)  2021F 2020  yoy (%) Pl Pt
Net profit (Btm) = s oo
MTC 1353 1270 1,340 6.5 0.9 5398 5214 35 ») M
SAWAD 1153 1,06 1,204 42 4.2 4896 4508 8.6 I 1"! \ o, aune
TIDLOR 812 777 811 44 01 3212 2416 329 N -
KTC 1435 1680 1221  (14.6) 175 6153 5332 154 ») AN /\f" . I \ .
Total 4752 4,834 4,576 17 39 19,659 17,470 125 . \A/J \ N j ]\/ '
TOtaI Ioans (Btm) ‘3«15”1? Now-17  May-18 M’;:."Iln—ﬂ Jan-20 Aug-20 Feb-21 W;Iunllﬂ"-‘;:a
MTC 85672 79,831 67,215 73 275 91714 70,968 29.2 Souros: UOB Kay i
SAWAD 36,942 35734 42,001 34 (122) 39,888 42,266 (5.6) '
TIDLOR 56481 54,857 48,691 30 160 59,168 51,331 15.3 SECTOR P/B BAND
KTC 89534 89444 84347 01 6.1 94719 90,150 51 -
Total 268,629 259,866 242,343 34 108 285489 254715 121 M
® 25.0., 5.90
NIM (%) s M\ 1
MTC 162 166 189 1) (142 162 185 (12.2) N WA
SAWAD 16.0 16.1 166 (0.6) 3.7) 148 183 (19.0) .
TIDLOR 157 156 162 06 (3.2) 157 152 32
KTC 135 139 14.8 2.9) ®.7) 132 144 (7.8)
Average 154 155 16.6 (1.2) 7.7) 15.0 16.6 (9.6) ) I . o
Oct16  ApeAT  How AT May-18 Decid  Jun0 Jand0 Aug20 Feb1  Sep1  MarZ2
NPL ratio (%) Source: UOB Kay Hian
MTC 11 11 1.0 (05) 9.6 11 11 45
SAWAD 44 43 42 32 56 43 35 24
TIDLOR 14 16 12 (10.0) 1538 16 17 (3.4)
KTC 45 44 18 25 1439 43 18 1426
Average 2.9 28 21 08 385 28 2.0 414

Loan loss coverage ratio (%)

MTC 1560 1628 1994 42)  (21.8) 1520 1776 (144)
SAWAD 63.0 68.9 7438 85 (158 58.0 88.7 (34.6)
TIDLOR 3100 306 469 13 (340) 3000 3251 .7)
KTC 2400 2480 4518 (32) (469 2350 4603  (48.9)
Average 1923 1964 2989 @1 (357 1863 2629  (29.2)

Source: Respective companies, UOB Kay Hian
EARNINGS REVISION

o No earnings revision.

RISKS

¢ Higher-than-expected credit risk resulting from a weaker-than-expected economy.

o Lower-than-expected NIM outlook if there is escalation in the price war.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Securities (Thailand) Public Company Limited (“UOBKHST"), which is a licensed corporation
providing Securities Brokerage, Securities Dealing, Underwriting, Derivative Agent and Financial Advisory in Thailand.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKST. This report is not directed to or intended for distribution to or use
by any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKHST
may determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable
law or would subject UOBKHST and its connected persons (as defined in Notification of the Capital Market Supervisory Board No.
TorChor. 21/2551 and the Securities and Exchange Act of Thailand) to any registration, licensing or other requirements within such
jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKHST to be reliable.
However, UOBKHST makes no representation as to the accuracy or completeness of such sources or the Information and UOBKHST
accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKHST and its associate
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKHST and its
connected persons are subject to change without notice. UOBKHST reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKHST, its associates and its officers, employees and representatives may, to the extent
permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit business
from, the subject corporation(s) referred to in this report; (2) UOBKHST, its associate and its officers, employees and representatives may
also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business from, other persons in
respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, employees and
representatives of UOBKHST may also serve on the board of directors or in trustee positions with the subject corporation(s) referred to in
this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKHST may otherwise have an interest
(including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report is prepared by UOBKHST, a company authorized, as noted above, to engage in securities and derivative activities in
Thailand. UOBKHST is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the
preparation of research reports and the independence of research analysts. This research report is provided for distribution by UOBKHST
(whether directly or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the
exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All
US persons that receive this document by way of distribution from or which they regard as being from UOBKHST by their acceptance
thereof represent and agree that they are a major institutional investor and understand the risks involved in executing transactions in
securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKHST.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKHST who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKHST or any other person, any of the Subject
Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not
receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any
sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the
compensation received by each such research analyst is based upon various factors, including UOBKHST’s total revenues, a portion of
which are generated from UOBKHST’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the

following table.

General

This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to applicable|
law or regulation.

Hong Kong

This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the|
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has|
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the|
analyses or reports only to the extent required by law.

Indonesia

This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia. Where the report is distributed in Indonesia and contains research analyses or reports from a foreign
research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant foreign
research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.

Malaysia

Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore

This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore. Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand

This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United
Kingdom

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

nited States
of America
(‘U.S.)

This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.
laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in
the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2021, UOB Kay Hian Securities (Thailand) Public Company Limited. All rights reserved.
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