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COMPANY RESULTS

TISCO Financial Group (TISCO TB)
4Q22: Results Miss, But Strong Earnings Outlook Ahead

TISCO posted a 4Q22 net profit of Bt1.8b (+0.8% yoy, +2% qoq). The results were below
our and consensus expectations by 13% and 5%, owing to higher-than-expected
provisioning. Nevertheless, TISCO is well-prepared for the growth phase. We expect
earnings to grow at an 8% CAGR over 2022-24. Maintain BUY. Target price: Bt121.00.

4Q22 RESULTS

Year to 31 Dec (Btm) 4Q22 3Q22 4Q21  qoqchg (%)  yoy chg (%)
Total gross loans 219,004 213,188 202,950 2.7 79
Net interest income 3,344 3221 3,108 38 76
Non-interest income 1,466 1,221 1,687 20.1 (13.2)
Loan loss provision (379) (119) (417) 219.3 9.2)
Non-Interest Expenses (2,250) (2,155) (2,167) 44 39
Pre-provision operating profit 2,629 2,323 2,668 13.2 (1.5)
Net income 1,804 1,771 1,791 2.0 038
EPS (Bt) 2.26 221 2.24 20 038
Ratio (%)

NPL Ratio 21 2.1 24

Loan loss coverage ratio (%) 259 248 237

Net interest margin (NIM %) 5.2 5.2 51

Credit cost (bp) 70 23 82

Cost to income (%) 46.8 485 45.2

Common equity tier 1 (CETZ1) ratio (%) 19.6 20.2 20.2

Source: TISCO, UOB Kay Hian
RESULTS

¢ 4Q22 results miss. TISCO Financial Group (TISCO) posted a 4Q22 net profit of Bt1.8b, flat
yoy and goq. The results were below our and consensus expectations by 13% and 5%,
respectively. The key miss to our forecast was due to higher-than-expected provisioning.
Excluding provision expenses, pre-provision operating profit (PPOP) was flat yoy because of
the absence of performance fees from the asset management business of Bt490m.
However, TISCO’s PPOP grew decently by 13% qoq.

¢ Credit cost jumped on prudent provisioning. TISCO’s provision expenses surged 219%
qoq, implying a 4Q22 credit cost of 70bp (3Q22: 23bp). However, the company’s asset
quality remains robust, as evidenced by the relatively stable NPL ratio of 2.1% in 4Q22. As a
result, TISCO’s loan-loss-coverage (LLC) ratio has risen to a record high of 259%, the
highest level in the banking sector. Management said it would be prudent on its provisioning
to prepare for the aggressive loan expansion in 2023.

KEY FINANCIALS

Year to 31 Dec (Btm) 2021 2022 2023F 2024F 2025F
Net interest income 12,460 12,734 13,396 14,802 16,182
Non-interest income 6,369 5,607 6,253 7,090 7,674
Net profit (rep./act.) 6,781 7,222 7,733 8,464 9,059
Net profit (adj.) 6,781 7,222 7,733 8,464 9,059
EPS (Bt) 8.5 9.0 9.7 10.6 11.3
PE (x) 12.0 11.3 10.6 9.6 9.0
P/B (x) 2.0 1.9 1.8 1.8 1.7
Dividend yield (%) 6.2 7.0 7.2 8.3 9.1
Net int margin (%) 4.8 5.0 4.9 5.0 5.1
Cost/income (%) 44.0 471 46.8 46.9 46.8
Loan loss cover (%) 236.7 258.8 198.0 167.0 150.0
Consensus net profit - - 7,289 7,437 7,682
UOBKH/Consensus (x) - - 1.06 1.14 1.18

Source: TISCO Financial Group, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price Bt102.00
Target Price Bt121.00
Upside +18.6%
(Previous TP Bt119.00)

COMPANY DESCRIPTION

A small bank with roughly 2% of the credit
market. The bank’s strong focus is on auto HP
lending, which accounts for 64% of its loan
book.

STOCK DATA

GICS sector Financials
Bloomberg ticker: TISCO TB
Shares issued (m): 800.6
Market cap (Btm): 81,665.9
Market cap (US$m): 2,476.1
3-mth avg daily t'over (US$m): 104

Price Performance (%)

52-week high/low Bt103.50/Bt86.25

1mth 3mth 6mth 1yr YTD
3.3 8.8 17.6 3.0 2.8
Major Shareholders %
NVDR 13.9
CDIB & Partners Investment Holding 10.0
State Street Bank EU 5.8
FY23 NAV/Share (Bt) 55.77
FY23 CAR Tier-1 (%) 18.16
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¢ NIl grew well on loan growth. TISCO’s net interest income (NII) rose 8% yoy and 4% qoq, PE BAND
supported by a decent loan growth in 4Q22 of 8% yoy, which is higher than management’'s  re Forward

2022 target of 3-5% yoy. Meanwhile, NIM declined slightly by 2bp qoq to 5.17%. Although * s350. 1400
loan yield improved by 5bp qoq, it was offset by a higher cost of fund (+15bp qoq). S
STOCK IMPACT : /\/\
» Well-prepared for upcoming growth phase. Starting from 2023, the company is adopting ~ * “‘Wv‘L S
a more aggressive loan portfolio expansion and raising its high-risk/high-return loan mix. ’ A i A e
Management targets loan growth of 5-10% yoy for 2023 with auto-title loans as its primary =~ [« e 280, 7.8

Dec17 Jun18 Jan18 Jul-19 Feb20 Aug20 Mar21 Oct21 Apr22 Nev-22 May-23

focus as they provide a loan yield of 10-17% (vs TISCO’s average loan yield in 2022 of Source: TISCO, UOB Kay Hian

6.9%). TISCO plans to expand its auto-title loans network branches under the brand called
Somwang by 200 stores in 2023 (pre-COVID-19: 50 stores/year). Typically, aggressive /B BAND

business strategies like this would translate to higher credit costs. However, TISCO has an [V e o
outstandingly high LLC ratio to cushion against the higher default credit risk, and  , ‘HZD;‘:
management hinted that the credit cost for 2022 has yet to be a record low (2022: 34bp). AT A SH

« Decent earnings growth outlook and high dividend play. TISCO is more susceptible to %%@vﬂvﬁ

the expiry of the Financial Institutions Development Fund (FIDF) fee waiver than the big | / ':::j
banks as 50% of TISCO’s loan mix is fixed rates, where it is difficult to raise its interest rates |, W B
given the policy rate uptrend. However, we expect TISCO’s earnings to grow at an 8% o '

CAGR in 2022-24 (2019-22: -0.2% earnings growth), supported by decent loan growth and
poorer credit costs outlook in 2022-24. Also, TISCO has the highest total capital fund ratio in

the sector at 24.3%, which should allow it to maintain its high dividend yield of 7-8%.
EARNINGS REVISION/RISK

1
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Source: TISCO, UOB Kay Hian

NET PROFIT FORECASTS

2023F 2024F 2025F
Old 7,951 8,418 -
New 7,733 8,464 9,059
% chg 2.7 +0.1 -

Source: UOB Kay Hian
EARNINGS REVISION/RISK

o We fine-tune our 2023-24 earnings forecasts by -2.7% and +0.1%, respectively, to reflect its
2022 actual results.

VALUATION/RECOMMENDATION

¢ Maintain BUY with a higher target price of Bt121.00 based on the Gordon Growth
Method (cost of equity: 11.50%, long-term growth rate: 2.0%). Our target price implies 2.2x
2023F P/B, equivalent to +2SD to its five-year mean.

SHARE PRICE CATALYST

o Better-than-expected 1Q23 results.
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BALANCE SHEET

Year to 31 Dec (Btm) 2022 2023F 2024F 2025F Year to 31 Dec (Btm) 2022 2023F 2024F 2025F
Interest income 14,904 16,802 18,913 20,630 Cash with central bank 1,005 1,184 1,275 1,371
Interest expense (2,171) (3,406) (4,111) (4,447) Govt treasury bills & securities 3,990 10,654 11,474 12,341
Net interest income 12,734 13,396 14,802 16,182 Interbank loans 40,272 36,697 39,520 42,508
Fees & commissions 5,081 5,551 6,369 6,932 Customer loans 208,881 227,646 246,782 266,311
Other income 526 702 721 741 Investment securities 2,172 2,368 2,550 2,742
Non-interest income 5,607 6,253 7,090 7,674 Derivative receivables 147 0 0 0
Total income 18,341 19,649 21,892 23,856 Associates & JVs 873 873 873 873
Staff costs (6,107) (6,375) (7,230) (7,860) Fixed assets (incl. prop.) 2,820 2,562 2,301 2,127
Other operating expense (2,523) (2,827) (3,043) (3,295) Other assets 5,253 5,945 6,273 6,620
Pre-provision profit 9,711 10,447 11,620 12,701 Total assets 265414 287,930 311,048 334,895
Loan loss provision (723) (780) (1,039) (1,377) Interbank deposits 6,195 9,470 10,199 10,970
Pre-tax profit 8,988 9,667 10,581 11,325 Customer deposits 188,266 194,141 209,075 224,882
Tax (1,766) (1,933) (2,116) (2,265) Derivative payables 0 0 0 0
Minorities 0 1) (1) (1) Debt equivalents 15,757 25,801 30,817 35,674
Net profit 7,222 7,733 8,464 9,059 Other liabilities 12,405 13,859 14,623 15,433
Net profit (adj.) 7,222 7,733 8,464 9,059 Total liabilities 222,623 243,270 264,713 286,959
Shareholders’ funds 42,788 44,656 46,330 47,931
Minority interest - accumulated 3 4 4 5
Total equity & liabilities 265414 287,930 311,048 334,895
OPERATING RATIOS KEY METRICS
Year to 31 Dec (%) 2022 2023F 2024F 2025F Year to 31 Dec (%) 2022 2023F 2024F 2025F
Capital Adequacy Growth
Tier-1 CAR 18.2 18.2 18.0 17.4 Net interest income, yoy chg 2.2 5.2 10.5 9.3
Total CAR 22.7 22.6 224 215 Fees & commissions, yoy chg 9.4 9.2 14.7 8.8
Total assets/equity (x) 6.2 6.4 6.7 7.0 Pre-provision profit, yoy chg (7.9 7.6 11.2 9.3
Tangible assets/tangible common 6.3 6.6 6.8 7.1 Net profit, yoy chg 6.5 7.1 9.5 7.0
equity () Net profit (adj.), yoy chg 6.5 7.1 9.5 7.0
Customer loans, yoy chg 8.3 9.0 8.4 7.9
Asset Quality Profitability
NPL ratio 21 23 23 23 Net interest margin 5.0 49 5.0 5.1
Loan loss coverage 258.8 198.0 167.0 150.0 Costlincome ratio 471 468 46.9 468
Loan loss reserve/gross loans 54 4.6 3.9 35 Adjusted ROA 28 28 28 28
Increase in NPLs (7.7) 19.2 8.4 8.5 Reported ROE 172 177 186 19.2
Credit cost (bp) 343 342 423 52.0 Adjusted ROE 172 177 186 19.2
o Valuation
Liquidity PIBV (x) 1.9 18 18 17
Loan/deposit ratio 111.0 1173 118.0 118.4 PINTA (x) 19 19 18 17
Liquid assets/short-term liabilities 232 238 238 238 Adjusted PIE (x) 113 106 96 9.0
Liquid assets/total assets 17.1 16.9 16.8 16.8 Dividend Yield 70 79 8.3 91
Payout ratio 79.3 75.8 80.2 82.3

Refer to last page for important disclosures.
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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

(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 (“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 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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