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Commodity Current
Price im 3M YTD
Brent crude* 74.6 8.2 (15.0) (7.6)
Dubai crude* 769 (12.2) (15.7) (2.2)
Baltic Dry Index 3,143.0 101.6 175.5 107.5
Gold Spot*** 2,028.5 3.0 57 11.2

*(US$/bbl), ** (US$/toz)

FOREIGN PORTFOLIO INVESTMENT
IN EQUITIES (THAILAND)

Day MTD Net YTD Net YTD Net
(Mil US$) (Mil US$) (Mil US$) YoY%
(12.9) 7.2 (5.498.2) (11,170.6)

Source: Bloomberg

Foreign Exchange Rate - THB/US$ (onshore) = 35.20
Interest Rate (%) - TH 1-day RP = 1.50
Thai Lending Rate (%)* - MLR = 7.10
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COMPANY UPDATE

Aeon Thana Sinsap (Thailand) (AEONTS TB)
3QFY23 Results Preview: Conservative Mode To Handle Asset Quality

We forecast a 3QFY23 net profit of Bt706m (-36% yoy, -16% qoq), and foresee a slight
increase in NPL ratio, aligning with the company's guidance that NPL ratio should be
around the current level until next year. In addition, management suggested that
AEONTS maintain a loan portfolio as it prioritised asset quality. The government
stimulus will be a short-term catalyst. We maintain BUY with a target price of Bt190.00.

3QFY23 RESULTS PREVIEW (SEP-NOV 23)

Year to 28 Feb (Btm) 3QFY23 2QFY23 3QFY22 qoqchg (%) yoy chg (%)
Total gross loans 93,863 94,675 95,668 (0.9) 1.9
Net interest income 4,217 4,196 4,328 0.5 (2.6)
Non-interest income 761 907 1,016 (16.2) (25.1)
Loan loss provision (2,046) (1,949) (1,884) 5.0 8.6
Non-Interest Expenses (2,027) (2,071) (2,039) (2.1) (0.6)
Pre-provision operating profit 2,951 3,031 3,305 (2.6) (10.7)
Net income 706 842 1,104 (16.2) (36.1)
EPS (Bt) 2.82 3.37 4.42 (16.2) (36.1)
Ratio (%)

NPL Ratio 6.3% 6.2% 5.6%

Loan loss coverage ratio (%) 170% 174% 196%

Net interest margin (NIM %) 18.0% 17.9% 18.3%

Credit cost (bp) 868 824 792

Cost to income (%) 41% 41% 38%
Source: Aeon Thana Sinsap (Thailand), UOB Kay Hian
WHAT’S NEW

¢ Cleaning up portfolio will drag 3QFY23 earnings. We expect Aeon Thana Sinsap
(Thailand) (AEONTS) to report a 3QFY23 net profit of Bt706m, down 36% yoy and 16%
gog. Due to an uneven economic recovery and delay of government stimulus, other
consumer finance companies showed an increase in bad debt, especially in new NPL
formation in 3Q23. We expect AEONTS to experience an increase in NPL ratio and new
NPL formation in 3QFY23. We estimate the company’s credit cost will increase to 868bp,
compared with 824bp in 2QFY23. In terms of pre-provision operating profit (PPOP), we
expect the company to post a contraction of 11% yoy and 3% qoq due to its restriction in the
lending policy.

KEY FINANCIALS

Year to 28 Feb (Btm) 2021 2022 2023F 2024F 2025F
Net interest income 16,158 17,151 16,835 17,720 19,176
Non-interest income 2,888 3,277 3,381 3,316 3,456
Net profit (rep./act.) 3,553 3,815 2,936 3,608 4,041
Net profit (adj.) 3,553 3,815 2,936 3,608 4,041
EPS (Bt) 14.2 15.3 1.7 14.4 16.2
PE (x) 11.0 10.2 13.3 10.8 9.7
P/B (x) 2.0 1.7 1.6 1.4 1.3
Dividend yield (%) 34 3.3 1.9 2.8 3.6
Net int margin (%) 18.1 18.5 17.8 18.0 18.2
Cost/income (%) 41.2 40.2 41.5 41.0 40.8
Loan loss cover (%) 2474 189.6 170.0 174.0 176.0
Consensus net profit - - 3,217 3,559 4,000
UOBKH/Consensus (x) - - 0.91 1.01 1.01

Source: Aeon Thana Sinsap (Thailand) Pcl, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price Bt156.00
Target Price Bt190.00
Upside +21.8%

COMPANY DESCRIPTION

AEONTS is a non-bank consumer finance
operator that mainly provides personal loans
and credit cards to customers. The company
principally focuses on the middle- to lower-
income groups.

STOCK DATA

GICS sector Financials
Bloomberg ticker: AEONTS TB
Shares issued (m): 250.0
Market cap (Btm): 39,000.0
Market cap (US$m): 1,113.0
3-mth avg daily t'over (US$m): 0.7
Price Performance (%)

52-week high/low Bt206.00/Bt146.00
1mth 3mth 6mth 1yr YTD
5.4 (10.1) (21.8) (6.6) (14.3)
Major Shareholders %
AEON Financial Service Co., Ltd. / Japan 35.1
ACS Capital Corporation Limited 19.2
AEON Holdings (Thailand) Co., Ltd 8.8
FY24 NAV/Share (Bt) 110.45

FY24 Solvency Ratio (%)
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STOCK IMPACT

¢ Restrict lending policy to prioritise good asset quality. We expect the total gross loans
of AEONTS will contract 2% yoy and 1% qoq. Management guided that AEONTS will remain
conservative on lending policy and maintain a near-current loan amount as the company
prioritises cleaning up a portfolio to escalate the portfolio’s asset quality. Credit cards and
personal loans clients continue to grow, but at a slower pace to keep screening quality. The
cause of the steady gross loan will come from the outflow that AEONTS tried to clean up.
The company will control loan growth by at least 1HFY24 or sooner due to a cloudy
economic condition.

¢ NPL ratio will increase slightly. We estimate that the company’s NPL ratio will increase
slightly from 6.2% to 6.3% in 3QFY23, which is different from management’s view that NPL
ratio should maintain at the current level. Despite the NPL ratio not significantly changing,
we foresee that the new NPL formation will increase higher than the previous quarter as
peers experience an increase in new NPL formation. The aggressive cleaning up of portfolio
will also support steady NPL ratio, as the company signals that it will focus on portfolio
quality and does not intend to expand loans. In addition, AEONTS expects NPL ratio will
remain at this level until 1HFY24.

 Prepare to mitigate impact of increasing minimum payment on credit cards. The Bank
of Thailand (BOT) will terminate the COVID-19 relaxation measures in Dec 23. The BOT will
increase the minimum payment on credit cards from 5% to 8% in Jan 24 and 10% in Jan 25.
The overall credit card payment above 10% is around 80%. Meanwhile, the street estimates
that increasing the minimum payment to 8% will incur an additional payment of around
Bt1,000 a month, a low portion compared with a minimum salary of Bt15,000 a month. The
company has already prepared a care loan by extending the term, reducing monthly
payments, and restructuring the loans to mitigate this increasing impact. AEONTS’ credit
card contribution was 35% as of 1HFY23.

Indirect benefit from loan sharks’ resolution. The government intends to resolve the
informal debt problem or loan shark issues, which is calculated to be around 30% of
Thailand’s GDP. The Ministry of Interior has already opened for registration, the target being
informal debtors. The Ministry of Interior will cooperate with the police to mediate with
informal creditors. In addition, the government will let Government Saving Bank (GSB) lend
to a person who is indebted to a loan shark to borrow Bt50,000 for five years with a lending
rate of 0.75% a month, with a non-collateral. After resolving informal debt, we expect an
indirect benefit from higher purchasing power, including better credit. Therefore, it should
improve AEONTSs asset quality. The result of the measure is expected to be in Mar-Aug 24
after consolidating the informal debt database.

EARNINGS REVISION/RISK

o We fine-tune our AEONTS' FY23-25 earnings forecasts by -2.4%, 2.0%, and 0.6%,
respectively, on the restriction of lending policy during 3QFY23-1QFY24, and the
improvement in asset quality to encourage a better performance in FY24-25.

NET PROFIT FORECASTS

(Btm) 2023F 2024F 2025F
Old 3,010 3,538 4,019
New 2,936 3,608 4,041
% chg -2.4% 2.0% 0.6%

Source: UOB Kay Hian
VALUATION/RECOMMENDATION

¢ Maintain BUY with an unchanged target price of Bt190.00 using the Gordon Growth
Model. Our target price implies 1.9x 2023F P/B, which is -0.5SD to its five-year average.

SHARE PRICE CATALYST
¢ NPL ratio peaking, including an improvement in asset quality.

¢ The government stimulus to encourage domestic spending power.
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REVENUE BREAKDOWN (1HFY23)
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BALANCE SHEET

Year to 28 Feb (Btm) 2022 2023F 2024F 2025F Year to 28 Feb (Btm) 2022 2023F 2024F 2025F
Interest income 19,055 19,086 20,192 21,589 Cash with central bank 3,816 3,624 3,882 4,159
Interest expense (1,904) (2,251) (2,472) (2,412) Govt treasury bills & securities 0 0 0 0
Net interest income 17,151 16,835 17,720 19,176 Interbank loans 0 0 0 0
Fees & commissions 915 997 1,161 1,305 Customer loans 83,812 84,351 90,483 97,260
Other income 2,362 2,383 2,155 2,151 Investment securities 0 0 0 0
Non-interest income 3,277 3,381 3,316 3,456 Derivative receivables 0 0 0 0
Total income 20,428 20,216 21,036 22,632 Associates & JVs 0 0 0 0
Staff costs (8,061) (8,219) (8,427) (9,046) Fixed assets (incl. prop.) 523 337 205 185
Other operating expense (155) (180) (189) (199) Other assets 7,055 6,800 7,146 7,538
Pre-provision profit 12,213 11,817 12,420 13,387 Total assets 95,207 95112 101,716 109,142
Loan loss provision (7,263) (8,035) (7,794) (8,205) Interbank deposits 0 0 0 0
Other provisions 0 0 0 0 Customer deposits 0 0 0 0
Associated companies 0 0 0 0 Derivative payables 0 0 0 0
Other non-operating income 0 0 0 0 Debt equivalents 9,580 8,535 9,140 9,795
Pre-tax profit 4,950 3,781 4,626 5,182 Other liabilities 62,278 60,910 64,503 68,749
Tax (996) (758) (925)  (1,036) Total liabilities 71,859 69444 73643 78543
Minorities (139) (87) (94) (105) Shareholders' funds 22,821 25,113 27,612 30,242
Net profit 3,815 2,936 3,608 4,041 Minority interest - accumulated 527 555 461 357
Net profit (adj.) 3,815 2,936 3,608 4,041 Total equity & liabilities 95,207 95,113 101,716 109,142
OPERATING RATIOS KEY METRICS
Year to 28 Feb (%) 2022 2023F 2024F 2025F Year to 28 Feb (%) 2022 2023F 2024F 2025F
Capital Adequacy Growth
Total assets/equity (x) 42 38 37 36 Net interest income, yoy chg 6.1 1.8 53 8.2
Tangible assets/tangible common 43 39 38 37 Fees & commissions, yoy chg 2.6 9.1 16.4 124
equity (x) Pre-provision profit, yoy chg 9.0 3.2) 51 7.8
Net profit, yoy chg 74 (23.0) 22.9 12.0
Asset Quality Net profit (adj.), yoy chg 74 (230) 229 120
NPL ratio 56 61 59 57 Customer loans, yoy chg 47 0.6 73 75
Loan loss coverage 189.6 170.0 174.0 176.0 Profitability
Loan loss reserve/gross loans 7.7 8.5 7.7 75 Net interest margin 185 178 18.0 18.2
Increase in NPLs 206 8.3 36 5 Costiincome ratio 402 415 410 408
Credit cost (bp) 780.1 848.7 793.7 780.0 Adjusted ROA a1 31 37 38
o Reported ROE 179 123 137 14.0
Liquidity Adjusted ROE 179 123 137 140
Loan/deposit ratio 1412 146.6 148.1 148.9 Valuation
Liquid assets/short-term liabilities 6.8 6.5 6.6 6.7 PIBV (x) 17 16 14 13
Liquid assets/total assets 4.0 3.8 3.8 3.8 PINTA (x) 18 16 15 13
Adjusted P/E (x) 10.2 133 108 9.7
Dividend Yield 33 19 28 36
Payout ratio 34.2 25.2 30.7 34.9
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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

(i) 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

(i) 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.

United
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 2023, UOB Kay Hian Securities (Thailand) Public Company Limited. All rights reserved.
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