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COMPANY RESULTS

Srisawad Corporation (SAWAD TB)
3Q22: Results Slightly Above Expectation

SAWAD posted a 3Q22 net profit of Bt1,186m (+7% yoy, +14 qoq). The results were
slightly above market expectation by 6%. The company reversed its provision expenses
amounting to Bt121m. However, its LLC ratio declined to an all-time low at 44%. We
believe SAWAD'’s provisioning is inadequate. Maintain HOLD. Target price: Bt49.00.

3Q22 RESULTS
Year to 31 Dec (Btm) 3Q22
Total gross loan 51,478
Net interest income 2,072
Non-interest income 971
Loan loss provision -121
Operating expenses 1,642
Pre-provision operating income 1,425
Net income 1,186
EPS (Bt) 0.86
Ratio (%)
Net interest margin (NIM %) 17.2
Credit cost (bp) -101
Cost to income (%) 54.0
NPL ratio (%) 26
Loan loss coverage ratio (%) 44
Source: SAWAD, UOB Kay Hian
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¢ 3Q22 results slightly above expectation. Srisawad Corporation (SAWAD) posted a 3Q22
net profit of Bt1,186m, up 7% yoy and 14% qoq. The results were slightly above consensus
forecast by 6%, resulting from an unexpected reversal in provision expenses. The company
recorded extraordinary gains and losses in 3Q22, including: a) gains of Bt184.5m from the
additional acquisition in Srisawad Vietnam Liability, and b) losses of Bt223m from an
impairment in its subsidiary’s finance licences. Although the company's net interest income
(NII) grew decently, it was offset by the spike in operating expenses. As a result, SAWAD’s
pre-provision operating profit (PPOP) in 3Q22 was flat yoy and goq at around Bt1.4b.

KEY FINANCIALS

Year to 31 Dec (Btm) 2020 2021 2022F 2023F 2024F
Net interest income 7,263 6,065 7,078 8,579 10,047
Non-interest income 2,827 3,376 3,303 3,394 3,509
Net profit (rep./act.) 4,508 4,722 4,151 4,783 5,683
Net profit (adj.) 4,508 4,722 4,151 4,783 5,683
EPS (Bt) 3.3 34 3.0 3.5 4.1
PE (x) 13.0 12.6 14.3 124 10.5
P/B (x) 2.7 24 23 2.1 1.9
Dividend yield (%) 3.3 4.2 4.2 3.7 4.6
Cost/income (%) 37.5 36.8 42.3 40.5 39.5
Loan loss cover (%) 88.7 58.9 60.0 63.0 68.5
Consensus net profit - - 4,536 5,138 5,762
UOBKH/Consensus (x) - - 0.92 0.93 0.99

Source: Srisawad Corp, Bloomberg, UOB Kay Hian
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HOLD

(Maintained)

Share Price Bt43.25
Target Price Bt49.00
Upside +13.3%
(Previous TP Bt54.00)

COMPANY DESCRIPTION

The Company provides motorcycle,
commercial/passenger cars, agriculture cars,
and title deed, personal, and nano loan to
individuals.

STOCK DATA

GICS sector Financials
Bloomberg ticker: SAWAD TB
Shares issued (m): 1,373.2
Market cap (Btm): 59,388.8
Market cap (US$m): 1,666.4
3-mth avg daily t'over (US$m): 12.4
Price Performance (%)

52-week high/low Bt67.50/Bt39.00
1mth 3mth 6mth 1yr YTD
5.5 (16.4) (8.0) (31.6) (30.0)
Major Shareholders %
Kaewbootta’s family 34.00
Thai NVDR 9.73
South East ASIA UK (TYPE A) Nominees 4.76
FY22 NAV/Share (Bt) 19.12
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o NIl grew 44% yoy and 20% qoq. The company reported NIl at Bt2,072m, growing 44% yoy
and 20% qoq, backed by the robust loan growth of 39% yoy. SAWAD added another 144
network stores in 3Q22, bringing its total store count to 5,187. Moreover, the company’s NIM
increased 70bp qoq to 17.2% in 3Q22 thanks to a higher goq loan mix in motorcycle hire-
purchase (HP), which provided an average loan yield of 30%.

e Opex surged drastically. Despite excluding impairment losses, SAWAD’s operating
expenses in 3Q22 remained very high at Bt1.4b (+64% yoy, +27% qoq), implying a recurring
cost-to-income of 47% (+9ppt yoy, +9ppt gqoq). Management revealed that the higher
operating expenses were due to an increase in marketing expenses and the massive staff
recruitment & training programme, where it would take around nine months for the newly-
employed credit analysts to perform their jobs properly. Hence, SAWAD’s operating
expenses will remain high in 4Q22.

Reversal of provisioning at the expense of lower loan loss reserves. While other
consumer finance operators encountered deterioration in asset quality because of the
inflation crisis and global economic slowdown, SAWAD’s NPL ratio fell 20bp qoq to 2.6%.
According to management guidance, the company’s NPL ratio in motorcycle HP in 3Q22
was less than 2% (vs the industry’s NPL ratio of 12-15%). Management claimed its resilient
asset quality was due to its superior credit approval procedure and its vast expertise in
motorcycle HP. As a result, SAWAD reversed its provisioning amounting to Bt121m in 3Q22.
However, we believe SAWAD'’s provisioning is inadequate as it has geared its loans towards
high loan-to-value (LTV) loans such as motorcycle HP and unsecured personal loans, but
the company’s loan loss coverage (LLC) declined from 53% in 2Q22 to 44% in 3Q22. Also,
SAWAD’s LLC ratio is far below its competitors’ (MTC: 102%, TIDLOR: 254%).

STOCK IMPACT

o New market in Vietnam. SAWAD is expanding its auto-title loans to Vietnam, operating
under its new subsidiary, Srisawad Vietnam Liability. Currently, the company limits its
lending to motorcycle-title loans only but will offer car-title loans in the future. Management
guided that loans outstanding was Bt100m-200m, and store count stood at 114 in 3Q22.
SAWAD is charging an interest rate of 60%. Aside from that, management has yet to provide
its business strategy and financial targets. We have excluded the Vietham operation from
our model.

EARNINGS REVISION/RISK
o No earnings revision.
VALUATION/RECOMMENDATION

¢ Maintain HOLD with a lower target price of Bt49.00 as we roll over our target price to
2023 and raise the cost of equity assumption from 11.5% to 12.5%, given the high volatility
of SAWAD'’s share price and its thin LLC ratio. Our target price implies 14x 2023F PE, which
is -1SD to its five-year mean.

SHARE PRICE CATALYST

¢ No short-term price catalyst.
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BALANCE SHEET

Year to 31 Dec (Btm) 2021 2022F 2023F 2024F  Year to 31 Dec (Btm) 2021 2022F 2023F 2024F
Interest income 6,855 7,907 9,606 11,199 Cash with central bank 2,689 7,758 6,709 7,431
Interest expense (791) (830) (1,028) (1,151) Govt treasury bills & securities 1,711 0 0 0
Net interest income 6,065 7,078 8,579 10,047 Customer loans 36,614 46,467 52,947 59,917
Fees & commissions 3,376 3,303 3,394 3,509 Investment securities 2,384 3321 3,795 4,302
Non-interest income 3,376 3,303 3,394 3,509 Associates & JVs 1,470 1,479 1,479 1,479
Total income 9,440 10,381 11,973 13,557 Fixed assets (incl. prop.) 2,447 1,363 1,381 1,493
Staff costs (3,285) (4,067) (4,634) (5,105) Other assets 2,653 3,950 4,425 4,931
Other operating expense (190) (326) (216) (244) Total assets 49,967 64,339 70,737 79,553
Pre-provision profit 5,964 5,989 7,124 8,208 Interbank deposits 3,755 11,295 11,336 13,094
Loan loss provision 455 (466) (784) (694) Customer deposits 170 474 542 615
Associated companies (29) 1 20 43 Debt equivalents 14,073 17,876 20,429 23,156
Other non-operating income 0 0 0 0 Other liabilities 4,993 6,113 6,986 7,918
Pre-tax profit 6,390 5524 6,360 7,557 Total liabilities 22,992 35,758 39,293 44,782
Tax (1,352) (1,062) (1,272) (1,511) Shareholders' funds 24,698 26,248 28,805 31,771
Minorities (316) (311) (305) (363) Minority interest - accumulated 2,277 2,332 2,638 3,000
Net profit 4,722 4,151 4,783 5,683 Total equity & liabilities 49,967 64,339 70,737 79,553
Net profit (adj.) 4722 4,151 4,783 5,683
OPERATING RATIOS KEY METRICS
Year to 31 Dec (%) 2021 2022F 2023F 2024F  Year to 31 Dec (%) 2021 2022F 2023F 2024F
Capital Adequacy Growth
Total assets/equity (x) 2.0 25 25 25 Net interest income, yoy chg (16.5) 16.7 21.2 17.1
Tangible assets/tangible common 2.0 25 25 25 Fees & commissions, yoy chg 194 (2.1) 2.8 34
RN Pre-provision profit, yoy chg (5.4) 0.4 19.0 152
Asset Quality Net profit, yoy chg 47 (12.1) 15.2 18.8
NPL ratio 33 3.4 3.7 3.7 Net profit (adj.), yoy chg 47 (12.1) 15.2 18.8
Loan loss coverage 58.9 60.0 63.0 68.5 Customer loans, yoy chg (10.6) 26.9 13.9 13.2
Loan loss reserve/gross loans 2.0 21 2.3 25 Customer deposits, yoy chg (96.8) 179.2 14.3 13.3
Increase in NPLs (15.6) 29.9 24.3 11.2 Profitability
Credit cost (bp) (114.3) 110.0 154.3 120.0 Cost/income ratio 36.8 423 40.5 395
Adjusted ROA 9.3 7.3 7.1 7.6
Liquidity Reported ROE 20.2 16.3 17.4 18.8
Loan/deposit ratio 195.2 153.7 160.9 159.9 Adjusted ROE 20.2 16.3 174 18.8
Liquid assets/short-term liabilities 86.9 59.7 50.6 48.6 Valuation
Liquid assets/total assets 8.8 12.1 95 9.3 P/BV (x) 24 2.3 2.1 19
PINTA (x) 25 23 21 19
Adjusted P/E (x) 126 143 124 105
Dividend Yield 4.2 4.2 37 46
Payout ratio 52.3 59.5 46.5 47.8
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

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 UOBKH. 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 UOBKH 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 UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) 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 UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons 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) UOBKH, its connected persons 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 UOBKH 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) UOBKH 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 was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH 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 UOBKH (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 UOBKH 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 UOBKH.

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 UOBKH 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 UOBKH 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 UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’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 (“OJK”). 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 This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom 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 This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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