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e NEUTRAL, THB64.00 TP, 10% upside with c.1% FY22F yield. Muangthai

Capital’s growth momentum should remain below that of previous years,
given intense competition and stricter regulations. Reflecting these
concerns, its valuation has fallen to -2SD from the historical mean. With the
outlook of its new business (Buy Now, Pay Later) being unclear, and as it
is not expected to have any meaningful impact on its overall performance
in the near term, investors will likely adopt a wait-and-see attitude. The
spread of Omicron infections should also dim client confidence, in our view.

e 4Q21 net profit is projected at THB1.24bn (+3% Qo0Q, -9% YoY). PPOP
is expected to rise by a mild 2% QoQ, as a 3% QoQ growth in operating
income would be moderated by a 4% increase in opex. NIl would rise 3%
QoQ, mainly on a 6% QoQ loan growth from branch expansion and
cultivation season — this would be somewhat offset by narrower NIM (15.5%
vs 15.9% in 3Q21). Fee income is forecasted to drop 6% QoQ on the full
quarterly impact of a new policy on debt collection fees. Net loans per
branch may touch a new high of THB15.8m (3Q21: THB15.0m). A
THB170m provision with a lower credit cost of 78bps (3Q21: 93bps) should
lift pre-tax profit by 4% QoQ.

Sustained asset quality. We expect gross NPLs to increase by 8.5% QoQ
as MTC turns to manage by itself rather than resort to write-offs and NPL
sales. Although its NPL ratio would edge higher to 1.2% (3Q21: 1.17%), it
remains below that of peers (Srisawad: 4.23%, Ngern Tid Lor: 1.41%).
Meanwhile, its LLR ratio should stay comfortable at 159.8%.

2022 outlook. MTC has guided for loan growth of 30% YoY, underpinned
by the economic recovery and new branch expansion (+600 new branches
YoY). Aside from title loans, it plans to focus on motorcycle hire purchase
(HP) loans (5% of total loans in 3Q21) and venture into the Buy Now, Pay
Later (BNPL) business in 2022. Still, we think Street 2022F earnings may
be too aggressive at THB6,314m vs our forecast of THB5,947m. Our more
conservative estimate reflects concerns on keen competition and stricter
regulations, while contributions from new lending strategies may be
marginal this year. We also expect the downtrend in loan yields, which
began in 1Q18, to persist until at least 1H22, while we see limited room for
a further drop in the cost of funds now that interest rates have bottomed.

BNPL: New business from early 2022. We have little clarity on MTC’s
strategy for the BNPL unit, aside from its preliminary plan to leverage on
existing customers, with installment offerings for electrical appliances priced
at no less than THB50,000 per product. We have yet to factor in
contributions from BNPL, given the nascent stage of this new venture.

1Q22 earnings are expected to grow slightly, due to lower demand for
loans on the seasonal fall in the agricultural income index (Figure 5),
coupled with weaker sentiment due to Omicron. NIM is expected to be
stable, as well as loan provisions.
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Overall ESG Score: 3.30 (out of 4)

E: GOOD

MTC is a member of the Thailand Sustainability Investment
Index (SETTHSI). Its operation does not impact the
environment directly, but some activities indirectly impact
climate change such as the use of fuel and electric power
to operate office buildings or branches. It does make effort
to improve environmental awareness via educational
campaigns on energy and resources.

S: EXCELLENT

MTC’s highest exposure is in this ESG pillar. As a
microfinance player, it offers clients opportunities to secure
financing in daily life, especially for the unbanked segment.
It helps to provide reasonable interest charges, in line with
the central bank’s policies. MTC also emphasises financial
literacy to borrowers, which can be applied in various fields.

G: EXCELLENT

MTC has a corporate governance score of 5 — the highest
— from the Thai Institute of Directors, and has applied its
code of conduct and other related regulations provided by
the Bank of Thailand and SET. 50% of the Board are
independent directors, vs SEC’s 2 one-third of total.

Forecasts and Valuation Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Reported net profit (THBm) 4,237 5,177 5,140 5,947 7,142
Net profit growth (%) 141 222 (0.7) 15.7 20.1
Recurring net profit (THBm) 4,237 5,177 5,140 5,947 7,142
Recurring EPS (THB) 2.00 2.44 2.42 2.81 3.37
BVPS (THB) 7.54 9.76 11.81 14.25 17.20
DPS (THB) 0.30 0.37 0.36 0.42 0.51
Recurring P/E (x) 29.02 23.75 23.92 20.68 17.22
P/B (x) 7.69 5.94 491 4.07 3.37
Dividend Yield (%) 0.5 0.6 0.6 0.7 0.9
Return on average equity (%) 30.0 28.2 22.5 215 21.4
Source: Company data, RHB

See important disclosures at the end of this report 1
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Neutral

Valuation basis

Our GGM-derived intrinsic value with an ESG overlay.

Key drivers

i. Alot of opportunities to grow through wide types
of loans in the market;

ii. Branch expansion to reach large numbers of
untapped customers that cannot access the
traditional banking system;

iii. Economic expansion could increase loan
demand for spending.

Key risks

i. A deterioration in asset quality;
ii. Intense competition could depress potential
growth and profitability;
ii. Stricter regulations by authorities could dampen
its business outlook.

Company Profile

Muangthai Capital has expertise in providing vehicle
title loans — for cars, tractors and motorcycles — which
represent the highest market share in Thailand. MTC
also offers loan products including personal loans, nano
loans, hire purchase loans, and land title loans. It
provides services of Act to facilitate customers.

Source: Company data, RHB

Financial summary (THB) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
EPS 2.00 2.44 242 2.81 3.37
Recurring EPS 2.00 2.44 2.42 2.81 3.37
DPS 0.30 0.37 0.36 0.42 0.51
BVPS 7.54 9.76 11.81 14.25 17.20
Valuation metrics Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Recurring P/E (x) 29.02 23.75 23.92 20.68 17.22
P/B (x) 7.7 5.9 4.9 4.1 3.4
Dividend Yield (%) 0.5 0.6 0.6 0.7 0.9
Income statement (THBm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Interest income 11,880 13,962 15,195 18,244 21,489
Interest expense (1,527) (1,817) (2,143) (2,709) (3,171)
Net interest income 10,353 12,145 13,051 15,535 18,318
Non interest income 808 771 864 666 778
Total operating income 11,161 12,916 13,915 16,201 19,096
Overheads (5,314) (6,144) (6,690) (7,788) (9,023)
Pre-provision operating profit 5,847 6,771 7,225 8,413 10,073
Loan impairment allowances (554) (291) (800) (979) (1,146)
Pre-tax profit 5,293 6,480 6,424 7,434 8,927
Taxation (1,056) (1,303) (1,285) (1,487) (1,785)
Reported net profit 4,237 5,177 5,140 5,947 7,142
Recurring net profit 4,237 5,177 5,140 5,947 7,142
Profitability ratios Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Return on average assets (%) 7.6 7.4 5.9 5.6 5.7
Return on average equity (%) 30.0 28.2 225 215 21.4
Return on |EAs (%) 219 21.3 19.0 18.6 18.8
Cost of funds (%) 3.8 3.7 35 3.6 3.6
Net interest spread (%) 18.1 17.6 15.5 15.1 15.2
Net interest margin (%) 19.1 18.5 16.3 15.9 16.0
Non-interest income / total income (%) 7.2 6.0 6.2 4.1 4.1
Cost to income ratio (%) 47.6 47.6 48.1 48.1 47.3
Credit cost (bps) 102 44 100 100 100
Balance sheet (THBm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Total gross loans 60,338 70,968 89,102 106,761 122,396
Total gross IEAs 60,338 70,968 89,102 106,761 122,396
Total provisions (1,715) (1,328) (1,853) (2,164) (2,434)
Net loans to customers 58,623 69,640 87,249 104,597 119,962
Total net IEAs 58,623 69,640 87,249 104,597 119,962
Total non-IEAs 3,249 7,582 8,605 11,178 13,720
Total assets 61,872 77,222 95,854 115,775 133,682
Other interest-bearing liabilities 44,183 54,537 68,610 83,137 94,556
Total IBLs 44,183 54,537 68,610 83,137 94,556
Total non-IBLs 1,717 2,002 2,202 2,422 2,663
Total liabilities 45,900 56,540 70,812 85,558 97,219
Share capital 2,120 2,120 2,120 2,120 2,120
Shareholders' equity 15,983 20,687 25,042 30,216 36,463
Minority interests 12) (5) - - -

Asset quality and capital Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Reported NPLs / gross cust loans (%) 1.0 1.1 12 1.2 1.2
Total provisions / reported NPLs (%) 275.8 177.6 180.9 176.2 172.9

See important disclosures at the end of this report
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Preview Of Results

Figure 1: MTC’s 4Q21 and 2021 results summary

YoY

QoQ YoY
2020 (%)  Comments 2021 vs 2020

4Q20 3Q21 %) %)

FYE Dec (THBm)

NIl Higher YoY, as loan growth mitigated
3,088 3,287 3 6 12,145 7 NIM compression.
NIM (%) - reported NIM contracted YoY, mainly on a cut in
the motorcycle title loan (MTC’s largest
loans portion) rate since Dec 2020
18.92%  15.96% 18.50% before being hiked in mid-Aug 2021.
This is to compete with another key
player in the industry.
Non-II Up YoY, mainly on higher charges in
debt collection fees, as well as a
182 190 -5 -24 807 7 change in fee recognition to accrual,
from a cash basis.
Non-Il/total income (%) 5.6% 5.5% 6.2%
Operating income 3,270 3,477 3 4 12,952 7
Overhead expenses The increase was due to higher
(1,533) (1,780) 4 16 (6,144) 9 incentive fees to employees and_costs
related to branch network expansion.
CIR (%) 46.9% 51.2% 47.4%
PPOP 1,736 1,696 2 -7 6,808 6
Impairment allowances Mainly due to the absence of the
(52) (191) a1 12 (291) 175 reversal of allowance from 1Q21, and
management overlays.
Annualised credit cost 32 93 a4
(bps) _
Pre-tax profit 1,684 1,505 4 -9 6,516 -1
Tax (344) (304) (1,303)
Effective tax rate (%) 20.4% 20.2% 20.0%
Minority interest 0 1 0
Net profit 1,340 1,201 3 -9 5,214 -1
Other key data and ratios
Gross loans (THBm) 73,546 84,952 6 27
Branches 5,005 5,665
Non-performing loans 709 997 9 45
NPL ratio (%) 0.96 1.17
Loan loss reserves (%) 185.4 160.2
Avg. yield (%) 19.8 18.7
Avg. cost of fund (%) 35 35
Spread (%) 16.4 15.2

Source: Company data, RHB
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Valuation

Our GGM-derived intrinsic value is THB62.45 with assumptions including:

i. Cost of equity of 10.42%;
ROE of 22%;
BVPS of THB14.25;

The GGM-derived P/BV of 4.38x is near -2SD from its 5-year historical mean.

We believe MTC should trade near -2SD from its historical mean to reflect stricter
regulations and expectations of competition being more intense moving forward, in view of

its stronger competitors and new players in the i

ndustry.

That said, we maintain a 2% premium for ESG based on RHB’s proprietary methodology,

our TP remains at THB64.00.

Figure 2. MTC — GGM valuation with ESG overlay

Cost of equity (COE) computation: Sustainable ROE (%) 22.00
Risk free rate (%) 1.30 COE (%) 10.42
Equity premium (%) 8.71 Long-term growth (g) 7.00
Beta (x) 1.05 Implied P/BV (x) 4.38
Cost of equity - CAPM (%) 10.42 BVPS - FY22F THB14.25
Intrinsic value THB62.45
ESG premium/(discount) (%) 2.0 ESG premium/(discount) THB1.25
TP (rounded) THB64.00
Source: Company data, RHB
Figure 3: MTC’s 12-month forward P/E Figure 4: MTC’s 12-month forward P/BV
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Figure 5: Agricultural income index was strong numbers in Figure 6: NIM has fallen from 1Q18 due to higher
2021, given the economic recovery and supply shortage competition and stricter regulations
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Figure 7: Peer comparison

Company Mkt. Cap. Rec. TP EPS growth (%) P/E (x) P/BV (x) Div yield (%) ROE (%) ROA (%)
(THBm) (THB) 2022F 2023F 2022F 2023F 2022F 2023F 2022F 2023F 2022F 2023F 2022F 2023F
MTC TB 121,900 Neutral 64.00 22.04 26.14 19.12 15.16 4.01 3.28 0.78 0.99 22.53 22.91 5.90 6.10
SAWAD TB 84,106 N.A. N.A. 10.94 15.72 15.81 13.66 3.08 2.74 3.13 3.63 20.69 21.46 10.15 10.27
TIDLOR TB 86,962 N.A. N.A. 23.68 24.58 21.89 17.57 3.44 3.03 1.06 1.46 16.53 18.20 5.90 6.36
SAK TB 20,960 N.A. N.A. 32.63 23.28 26.46 21.46 3.86 3.46 1.46 1.66 15.72 17.43 7.53 7.53
KTC TB 157,923 N.A. N.A. 13.27 8.37 22.99 21.22 5.18 4.55 1.85 2.00 24.29 23.54 7.43 7.36
AEONTS TB 47,750 N.A. N.A. 2.93 14.12 12.57 11.02 2.38 2.06 2.51 291 20.35 20.74 4.23 4.73
SINGER TB 40,605 N.A. N.A. 16.19 44.97 36.46 25.15 2.49 2.35 1.47 2.12 8.54 9.89 5.21 6.66
THANI TB 25,710 N.A. N.A. 12.12 14.71 13.63 11.88 2.05 1.94 4.10 4.45 15.82 16.59 3.72 3.84
gw:gg 16.73 21.49 21.12 17.14 3.31 2.93 2.05 2.40 18.06 18.85 6.26 6.61

Source: Bloomberg, RHB
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RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months
Trading Buy: Share price may exceed 15% over the next 3 months, however longer-
term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next
12 months

Take Profit: ~ Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for
circulation amongst RHB and its affiliates’ clients generally or such persons as may be
deemed eligible by RHB to receive this report and does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person
who may receive this report. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research,
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint
venture and/or business partners. No representation or warranty (express or implied)
is given as to the accuracy or completeness of such information and accordingly
investors should make their own informed decisions before relying on the same.

This report is not directed to, or intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to
the applicable laws or regulations. By accepting this report, the recipient hereof (i)
represents and warrants that it is lawfully able to receive this document under the laws
and regulations of the jurisdiction in which it is located or other applicable laws and (i)
acknowledges and agrees to be bound by the limitations contained herein. Any failure
to comply with these limitations may constitute a violation of applicable laws.

All the information contained herein is based upon publicly available information and
has been obtained from sources that RHB believes to be reliable and correct at the
time of issue of this report. However, such sources have not been independently
verified by RHB and/or its affiliates and this report does not purport to contain all
information that a prospective investor may require. The opinions expressed herein
are RHB’s present opinions only and are subject to change without prior notice. RHB
is not under any obligation to update or keep current the information and opinions
expressed herein or to provide the recipient with access to any additional information.
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly,
as to the adequacy, accuracy, reliability, fairness or completeness of the information
and opinion contained in this report. Neither RHB (including its officers, directors,
associates, connected parties, and/or employees) nor does any of its agents accept
any liability for any direct, indirect or consequential losses, loss of profits and/or
damages that may arise from the use or reliance of this research report and/or further
communications given in relation to this report. Any such responsibility or liability is
hereby expressly disclaimed.

Whilst every effort is made to ensure that statement of facts made in this report are
accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to
be reasonable and must not be construed as a representation that the matters referred
to therein will occur. Different assumptions by RHB or any other source may vyield
substantially different results and recommendations contained on one type of research
product may differ from recommendations contained in other types of research. The
performance of currencies may affect the value of, or income from, the securities or
any other financial instruments referenced in this report. Holders of depositary receipts
backed by the securities discussed in this report assume currency risk. Past
performance is not a guide to future performance. Income from investments may
fluctuate. The price or value of the investments to which this report relates, either
directly or indirectly, may fall or rise against the interest of investors.

This report may contain comments, estimates, projections, forecasts and expressions
of opinion relating to macroeconomic research published by RHB economists of which
should not be considered as investment ratings/advice and/or a recommendation by
such economists on any securities discussed in this report.

This report does not purport to be comprehensive or to contain all the information that a
prospective investor may need in order to make an investment decision. The recipient of
this report is making its own independent assessment and decisions regarding any
securities or financial instruments referenced herein. Any investment discussed or
recommended in this report may be unsuitable for an investor depending on the investor’s
specific investment objectives and financial position. The material in this report is general
information intended for recipients who understand the risks of investing in financial
instruments. This report does not take into account whether an investment or course of
action and any associated risks are suitable for the recipient. Any recommendations
contained in this report must therefore not be relied upon as investment advice based on
the recipient's personal circumstances. Investors should make their own independent
evaluation of the information contained herein, consider their own investment objective,
financial situation and particular needs and seek their own financial, business, legal, tax
and other advice regarding the appropriateness of investing in any securities or the
investment strategies discussed or recommended in this report.

This report may contain forward-looking statements which are often but not always
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and
statements that an event or result “may”, “will” or “might” occur or be achieved and
other similar expressions. Such forward-looking statements are based on assumptions
made and information currently available to RHB and are subject to known and
unknown risks, uncertainties and other factors which may cause the actual results,
performance or achievement to be materially different from any future results,
performance or achievement, expressed or implied by such forward-looking
statements. Caution should be taken with respect to such statements and recipients
of this report should not place undue reliance on any such forward-looking statements.
RHB expressly disclaims any obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or circumstances
after the date of this publication or to reflect the occurrence of unanticipated events.

The use of any website to access this report electronically is done at the recipient's own
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free
from viruses or other items of a destructive nature. This report may also provide the
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the
content contained therein. Such addresses or hyperlinks (including addresses or
hyperlinks to RHB own website material) are provided solely for the recipient’s
convenience. The information and the content of the linked site do not in any way form
part of this report. Accessing such website or following such link through the report or
RHB website shall be at the recipient’s own risk.

This report may contain information obtained from third parties. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any
information and are not responsible for any errors or omissions (negligent or otherwise),
regardless of the cause, or for the results obtained from the use of such content. Third
party content providers give no express or implied warranties, including, but not limited
to, any warranties of merchantability or fitness for a particular purpose or use. Third party
content providers shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees,
or losses (including lost income or profits and opportunity costs) in connection with any
use of their content.

The research analysts responsible for the production of this report hereby certifies that
the views expressed herein accurately and exclusively reflect his or her personal views
and opinions about any and all of the issuers or securities analysed in this report and
were prepared independently and autonomously. The research analysts that authored
this report are precluded by RHB in all circumstances from trading in the securities or
other financial instruments referenced in the report, or from having an interest in the
company(ies) that they cover.

The contents of this report is strictly confidential and may not be copied, reproduced,
published, distributed, transmitted or passed, in whole or in part, to any other person
without the prior express written consent of RHB and/or its affiliates. This report has
been delivered to RHB and its affiliates’ clients for information purposes only and upon
the express understanding that such parties will use it only for the purposes set forth
above. By electing to view or accepting a copy of this report, the recipients have agreed
that they will not print, copy, videotape, record, hyperlink, download, or otherwise
attempt to reproduce or re-transmit (in any form including hard copy or electronic
distribution format) the contents of this report. RHB and/or its affiliates accepts no
liability whatsoever for the actions of third parties in this respect.

The contents of this report are subject to copyright. Please refer to Restrictions on
Distribution below for information regarding the distributors of this report. Recipients
must not reproduce or disseminate any content or findings of this report without the
express permission of RHB and the distributors.

The securities mentioned in this publication may not be eligible for sale in some states
or countries or certain categories of investors. The recipient of this report should have
regard to the laws of the recipient’s place of domicile when contemplating transactions
in the securities or other financial instruments referred to herein. The securities
discussed in this report may not have been registered in such jurisdiction. Without
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings
or qualifications may apply based on geographical location of the person or entity
receiving this report.

The term “RHB” shall denote, where appropriate, the relevant entity distributing or
disseminating the report in the particular jurisdiction referenced below, or, in every
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related
companies.

RESTRICTIONS ON DISTRIBUTION

Malaysia

This report is issued and distributed in Malaysia by RHB Investment Bank Berhad
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and
is subject to change. If the Financial Services and Markets Act of the United Kingdom
or the rules of the Financial Conduct Authority apply to a recipient, our obligations
owed to such recipient therein are unaffected. RHBIB has no obligation to update its
opinion or the information in this report.

Thailand

This report is issued and distributed in the Kingdom of Thailand by RHB Securities
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of
Finance, regulated by the Securities and Exchange Commission of Thailand and is a
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member of the Stock Exchange of Thailand. The Thai Institute of Directors Association
has disclosed the Corporate Governance Report of Thai Listed Companies made
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate
Governance Report of Thai Listed Companies.

Indonesia

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This
research does not constitute an offering document and it should not be construed as
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly,
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any
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“Exchange Act”) via a registered U.S. broker-dealer as appointed by RHB from time to
time. Accordingly, any access to this report via Bursa Marketplace or any other
Electronic Services Provider is not intended for any party other than “major” US
institutional investors (via a registered U.S broker-dealer), nor shall be deemed as
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