
  
 

28 January 2021 1 Muangthai Capital PCL 
 

  

Investment Highlights 

► 4Q20 earnings to set another record. We expect MTC to post 4Q20 earnings of 

Bt1.37bn, up 2% QoQ and 21% YoY, marking another new high for quarterly 

earnings. The estimate the QoQ improvement will be driven by strong loan growth 

of 5% QoQ and 15% YoY to Bt70.3bn on the back of growing demand for auto title, 

personal, and HP loans and a slight decline in cost/income ratio to 46% from 47% 

in 3Q20. Earnings are expected to jump YoY on strong loan growth of 17% and 

lower cost/income from better economies of scale. As a result, we estimate 2020 

earnings will came in at Bt5.2bn (+23% YoY), better than our earlier forecast by 

2%. We therefore increase our 2020-22 earnings forecasts by 2%/0.3%/2.8% to 

Bt5.2bn/Bt5.8bn/Bt7.3bn to mainly reflect the better loan growth prospects. 

► Accelerating loan growth should continue in 2021. We see a good recovery 

for loan growth since 4Q20 at 1 7% YoY, in line with MTC’s target. We expect loan 

growth momentum to carry on in 2021-22 due to 1) abundant growth opportunities 

on the high level of unofficial employment in Thailand at 20mn people compared to 

total auto loans under the BOT of 3.5mn contracts; 2) improving GDP growth in 

2021; and 3) the company’s ongoing branch expansion by 400-500 branches per 

year. We increase our loan growth assumptions for 2021-22 to 21.6% from 15.9%. 

► Sound asset quality with room to relax coverage ratio post-COVID. We like 

MTC for its strong asset quality, based on the low number of clients who required 

special assistance at less than 5% of total loans and most of them have been able 

to resume normal repayment after exiting the relief measures since October 2020. 

We expect MTC’s NPL ratio will remain low at 1.1-1.19% in 2021-22 and coverage 

ratio will be more than sufficient at 179.5%/165.4% in those years. We expect MTC 

to be able to relax its provision policy and coverage ratio as about 79% of its total 

loan portfolio is made up of secured loans. 

► Increasing proportion of hire purchase loans that generate better yield. 

MTC cut its interest rate for motorcycle loans to 18% in December 2020 from 21%, 

and for car loans to 18% from 19%, to gain market share and prepare for increased 

competition. However, the company is aiming to increase the loan proportion from 

HP, which generates a high yield of >20%, in 2021-22 with a target of Bt3.0bn of 

loans in 2021 (2% of total loans). We expect NIM will drop to 17.7%/17.5% in 

2021/22, but earnings will continue to grow by 12%/25% driven by higher loan 

volume and declining cost/income. 

Valuation and Recommendation 

► We reiterate our Outperform call on MTC and increase our target price to Bt79 from 

Bt67 due to 1) our earnings upgrade; and 2) increase our target PBV to 6.5x 

(+0.25SD above mean) from 5.3x (-1SD below mean). We believe the share price 

performance has continued to lag its earnings (Fig 2) and a strong earnings result 

will be a catalyst for the stock. 
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So far, so good 
► We expect 4Q20 earnings to hit another record high at Bt1.37bn (+2% 

QoQ, +21% YoY) driven by strong loan growth of 5% QoQ and 17% YoY. 

► Although we expect NIM to drop in 2021-22 from an interest rate cut, 

earnings should increase 12-25% on stronger loan growth. 

► We reiterate our Outperform rating and raise our TP to Bt79 from Bt67. 

We expect the stock to rerate to trade at PBV of 6.5x (+0.25SD to mean). 

 MTC TB  Outperform  

 
Target Price Bt 79.00  

 Price (27/01/2021) Bt 67.50  

 Upside % 17.04  

 Valuation  DDM  

 Sector  Finance & Securities  

 Market Cap Btm 143,100  

 30-day avg turnover Btm 858.15  

 No. of shares on issue m 2,120  

 CG Scoring  Excellent  
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 Investment fundamentals 
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Year end Dec 31 2019A 2020E 2021E 2022E

Company Financials

Operating revenue (Bt m) 11,161 12,942 14,665 17,643

Core profit (Bt m) 4,237 5,212 5,825 7,293

Net profit (Bt m) 4,237 5,212 5,825 7,293

Net EPS (Bt) 2.00 2.46 2.75 3.44

DPS (Bt) 0.30 0.36 0.41 0.52

BV/shr (Bt) 7.53 9.66 12.01 14.96

Net EPS growth (%) 14.11 23.01 11.75 25.21

ROAA (%) 7.63 7.53 6.85 7.03

ROAE (%) 29.98 28.60 25.35 25.50

D/E (x) 2.87 2.74 2.67 2.60

Valuation

PE (x) 34.27 27.45 24.57 19.62

PBV (x) 9.09 6.99 5.62 4.51

Dividend yield (%) 0.44 0.53 0.61 0.76
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Fig 1  4Q20 earnings preview 

 
Source: MTC, KS Research 

Profit & Loss (Btm) 4Q19A 1Q20A 2Q20A 3Q20A 4Q20E QoQ, % YoY, %

Interest income 3,248 3,332 3,385 3,555 3,725 5% 15%

Interest expense 425 433 447 467 470 1% 10%

Net interest income 2,822 2,900 2,938 3,088 3,256 5% 15%

Net fee income 207 208 180 182 191 5% -8%

Operating income 3,030 3,108 3,118 3,270 3,446 5% 14%

Operating expenses 1,500 1,491 1,520 1,533 1,572 2% 5%

PPOP 1,530 1,616 1,598 1,736 1,875 8% 23%

Provision charges 132 62 25 52 155 197% 17%

Op profit after prov'ns 1,398 1,554 1,573 1,684 1,720 2% 23%

Net non operating items 0 0 0 0 0

Goodwill amortisation 0 0 0 0 0

Pre-tax profit 1,398 1,554 1,573 1,684 1,720 2% 23%

Income tax 267 316 307 344 352 2% 32%

Profit after tax 1,131 1,237 1,267 1,340 1,368 2% 21%

Minority interests 0 0 0 0 0

Share in subsids/assocs 0 0 0 0 0

Extraordinary items 0 0 0 0 0

Reported net profit 1,131 1,237 1,267 1,340 1,368 2% 21%

EPS (basic, Bt) 0.53 0.58 0.60 0.63 0.65 2% 21%

EPS (fully diluted, Bt) 0.53 0.58 0.60 0.63 0.65 2% 21%

BVPS (Bt) 7.53 8.18 8.48 9.11 9.66 6% 28%

Balance sheet (Btm) 4Q19A 1Q20A 2Q20A 3Q20A 4Q20E QoQ, % YoY, %

Gross loans 60,253 62,539 63,174 66,995 70,345 5% 17%

Accumulated provisions 1,714 1,483 1,398 1,344 1,391 4% -19%

Net loans & accrued 58,539 61,055 61,777 65,651 68,953 5% 18%

Cash 783 816 1,964 794 1,174 48% 50%

Interbank assets 75 74 69 80 80 0% 8%

Investments 0 0 0 0 0

Loans receivable from purchase of loans 0 0 0 0 0

Foreclosed properties 0 0 0 0 0

Fixed assets 1,778 1,862 1,941 2,009 2,110 5% 19%

Goodwill & intangible assets 0 3,409 3,547 3,522 3,522

Other assets 613 662 619 626 697 11% 14%

Total assets 61,872 68,013 70,083 72,902 76,536 5% 24%

Customer deposits 0 0 0 0 0

Additional funding (inter bank, loans, etc.) 0 0 0 0 0

Short term borrowings 14,689 18,109 15,001 18,005 18,776 4% 28%

Long term borrowings 29,494 30,781 35,455 34,019 35,720 5% 21%

Other liabilities 1,717 1,784 1,656 1,564 1,559 0% -9%

Minority interest 0 0 0 0 0

Shareholders' funds 15,972 17,339 17,971 19,314 20,481 6% 28%

NPLs 622 738 661 674 735 9% 18%

Ratios (%, ann) 4Q19A 1Q20A 2Q20A 3Q20A 4Q20E QoQ, ppt YoY, ppt

Yield on IEAs 21.31 21.68 21.52 21.82 21.67 (0.15) 0.37

Cost of funds (IBLs) 3.89 3.72 3.60 3.65 3.53 (0.12) (0.37)

Net interest spread 17.41 17.97 17.92 18.18 18.15 (0.03) 0.73

Net interest margin 18.52 18.87 18.67 18.95 18.94 (0.01) 0.42

Cost/income 50 48 49 47 46 (1) (4)

ROA 7.47 7.62 7.34 7.50 7.33 (0.17) (0.15)

Avg assets/avg SHF (x) 3.9 3.9 3.9 3.8 3.8 (0.1) (0.2)

ROE 29.3 29.7 28.7 28.8 27.5 (1.2) (1.8)

Gross loans/deposits and borrowing 136 128 125 129 129 0 (8)

NPLs/loans 1.0 1.2 1.0 1.0 1.0 0.0 0.0

Reserve coverage 276 201 212 199 189 (10) (86)

Credit cost (bps) 87 41 16 32 90 58 3



  
 

 

 

28 January 2021 3 Muangthai Capital PCL 
 

Fig 2  Average quarterly share price performance vs quarterly EPS 

 
Source: Bloomberg, KS Research 

 

Fig 3  PER band of MTC Fig 4  PBV band of MTC 

  
Source: Bloomberg, KS Research Source: Bloomberg, KS Research 
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Source: Company, KS estimates 

 

MTC : Year-end 31 Dec

Income Statement (Btmn) 2018A 2019A 2020E 2021E 2022E Key Statistics & Ratios 2018A 2019A 2020E 2021E 2022E

Interest income 9,544 11,880 13,997 15,927 19,171 Per share (Bt)

Interest expenses -1,100 -1,527 -1,816 -2,120 -2,564 Reported EPS 1.75 2.00 2.46 2.75 3.44

Net Interest Income 8,444 10,353 12,181 13,807 16,607 DPS 0.26 0.30 0.36 0.41 0.52

Non-interest income 869 808 761 858 1,036 BV 5.80 7.53 9.66 12.01 14.96

Non-interest expenses -4,100 -5,314 -6,116 -6,566 -7,531 

PPOP 5,213 5,847 6,825 8,099 10,112 Valuation analysis

Provision charges -586 -554 -294 -777 -944 Reported P/E (x) 25.7 34.3 27.5 24.6 19.6

Profit after provision 4,627 5,293 6,532 7,322 9,168 P/BV (x) 7.8 9.1 7.0 5.6 4.5

Net non-operating item 0 0 0 0 0 Dividend yield (%) 0.6 0.4 0.5 0.6 0.8

Pre-tax profit 4,627 5,293 6,532 7,322 9,168 Profitability ratios

Income tax -913 -1,056 -1,319 -1,497 -1,874 Yield on IEAs (%) 22.79 21.91 21.41 20.42 20.22

NPAT 3,713 4,237 5,212 5,825 7,293 Cost of funds (%) 3.51 3.83 3.68 3.51 3.49

Minority interests 0 0 0 0 0 Spread (%) 19.27 18.08 17.73 16.91 16.74

Core Profit 3,713 4,237 5,212 5,825 7,293 Net interest margin (%) 20.16 19.10 18.63 17.70 17.52

Extraordinary items 0 0 0 0 0 Cost to income (%) 44.03 47.61 47.26 44.77 42.68

FX gain (loss) 0 0 0 0 0 Pre-Provision ROAA (%) 12.11 10.53 9.86 9.53 9.75

Reported net profit 3,713 4,237 5,212 5,825 7,293 ROAA (%) 8.63 7.63 7.53 6.85 7.03

Balance Sheet (Btmn) Pre-Provision ROAE (%) 49.08 41.37 37.45 35.25 35.36

Cash & equivalents 880 783 1,174 2,617 4,400 ROAE (%) 34.96 29.98 28.60 25.35 25.50

Net loans 46,548 58,539 68,953 83,821 101,893 Asset Quality

Other current assets 134 135 174 211 257 Credit cost (%) 1.40 1.02 0.45 1.00 1.00

Fixed assets-net 1,269 1,778 2,110 2,564 3,117 NPL ratio (%) 1.12 1.03 1.04 1.10 1.19

Deferred tax assets 0 0 310 376 458 Coverage ratio (%) 277.71 275.66 189.42 179.53 165.36

Other non-current assets 316 636 3,815 3,861 3,917 Leverage Ratios 

Total assets 49,146 61,872 76,536 93,452 114,042 Loans/borrowing (x) 135.33 136.37 129.08 128.78 128.78

Short-term debt 11,042 14,689 18,776 22,979 27,931 Debt/Equity (x) 3.00 2.87 2.74 2.67 2.60

Long-term debt 24,463 29,494 35,720 43,418 52,775 Growth

Other liabilities 1,342 1,717 1,559 1,584 1,614 Loan growth (%) 34.88 25.40 16.75 21.55 21.55

Total liabilities 36,847 45,900 56,055 67,981 82,320 Borrowing growth (%) 31.01 24.44 23.34 21.84 21.55

Paid-up capital 2,120 2,120 2,120 2,120 2,120 Total income (%) 39.83 21.84 16.31 13.74 20.38

Share premium 2,380 2,380 2,380 2,380 2,380 Net interest income (%) 37.93 22.61 17.65 13.35 20.28

Retained earnings 7,799 11,472 15,989 20,979 27,229 Non-interest income (%) 33.25 -7.03 -5.90 12.81 20.72

Minority interests 0 0 0 0 0 PPOP (%) 37.71 12.17 16.73 18.66 24.86

Total shareholders' equity 12,299 15,972 20,481 25,471 31,722 Reported net profit (%) 48.50 14.11 23.01 11.75 25.21

Total equity & liabilities 49,146 61,872 76,536 93,452 114,042 Reported EPS(%) 48.50 14.11 23.01 11.75 25.21
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Analyst Certification 

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject security(ies) and subject company(ies); and 

no part of the compensation of the research analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 

the report. 

Investment Ratings 

Outperform: Expected total return of 10% or more within a 12-month period 

Neutral: Expected total return between -10% and 10% within a 12-month period 

Underperform: Expected total return of -10% or worse within a 12-month period 

General Disclaimer 
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and consider the appropriateness of investment in light of your particular investment needs, objectives and financial circumstances. There are risks involved in 

the investment in securities. KS accepts no liability whatsoever for any direct, indirect, consequential or other loss (including claim for loss of profit) arising from 
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underlying assumptions will be achieved, or (ii) that there is an assurance that future results or events will be consistent with any such valuations, opinions, 

estimates, forecasts, projections, ratings or risk assessments stated therein. 

KS along with its affiliates and/or persons associated with it may from time to time have interests in the securities mentioned in this document. KS and its 

associates, their directors and/or employees may have positions in, and may effect transactions in securities mentioned herein and may also perform or seek to 

perform broking, investment banking, advisory and other securities services for companies mentioned in this document.  

Corporate Governance Report Disclaimer 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the 

Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of companies listed on the Stock Exchange of Thailand 
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Structured Notes and Derivative Warrants Disclaimer 

KS may be the issuer of structured notes on these securities. 
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in the prospectus before making any investment decisions. 
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