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Upgrade to Buy, new PO of Bt80

We upgrade MTC to Buy from Neutral with a new PO of Bt80 from Bt46 as we raised
our earnings forecast and roll over our valuation base to end-2021. We raise our earnings
forecast by 12-23% for 2021E-2022E to incorporate expected higher loan growth of
23% in 2021E and 18% in 2022E versus the company’s target of 20-25% p.a. and 17%
in 2020E. Even with concerns on higher competition in auto-backed loans, we expect
MTC to generate high loan growth of above 20% in order to offset the impact from the
tactical lower yield. With immediate loan contribution and expected one-year breakeven
period for new branches, MTC should gain further economy of scale. We now forecast
net profit growth of 23% for three-year CAGR (2020-2022).

Time to resume loan growth

MTC has tactically cut its lending rate for auto-backed loans to around 18% p.a. since
December 2020 in order to boost volume and compete with Fast Money (a new JV of
SAWAD and the Government Savings Bank, GSB). It means MTC is maintaining its
strategy of enlarging its customer base with motorcycles as a priority. We believe mid-
sized operators with high yield to customers (more than 23% p.a.) would face a higher
negative impact as the savings from lower repayment are more significant compared to
large operators (yield range of 18-20%). Despite slower demand from the concerns of
COVID-19 in 2020, MTC's loans per branch should stabilize at Bt14.0mn (-5% from its
peak). With less stringent measures for COVID-19, we believe the demand for loans
could resume and MTC could benefit on the back of competitive yield to customers,
large branch network of 5,000 branches and 600 new branches.

Asset quality buoyed by contribution from agriculture and small ticket size
With customer contribution from the agricultural sector and daily wage freelancers
(switchable among both) at more than 50% combined, we believe MTC'’s portfolio is
more resilient to the economic impact from the new COVID-19 outbreak. Moreover,
given the characteristics of small loan ticket size, the public cash handout program is
positive for MTC’s asset quality as customers can use the handout to repay their debt.

4Q20 preview: New high net profit of Bt1.38bn

We expect MTC to report another new high net profit of Bt1.38bn in 4Q20 (+22% YoY
and +3% QoQ). The strong net profit is driven by the recovery of loan growth at 17%
YoY and 5% QoQ, mainly from the agricultural sector. Asset quality remains intact with
an NPL ratio of 1.05% and high reserve coverage of 182%.

Valuation

Our new PO of Bt80 implies a respective P/E and P/BV of 27.1x and 6.5x for 2021E. We
remain positive on MTC’s premium valuation on the back of a competitive position,
strong growth momentum and expected ROAE above 25% for 2020-2022.

Estimates (Dec)

(Bt) 2018A 2019A 2020E 2021E 2022E
Net Income (report - mn) 3,713 4,237 5,197 6,181 7,840
EPS 1.75 2.00 2.45 2.92 3.70
EPS Change (YoY) 48.5% 14.1% 22.6% 18.9% 26.8%
DPS 0.26 0.30 0.37 0.44 0.55
BVS 5.80 7.53 9.69 12.23 15.49

Valuation (Dec)

2018A 2019A 2020E 2021E 2022E
P/E 36.5 32.0 26.1 22.0 17.3
P/B 11.03 8.50 6.61 5.23 4.13
Dividend Yield 0.4% 0.5% 0.6% 0.7% 0.9%
ROE 35.0% 30.0% 28.5% 26.6% 26.7%
ROE/PBV 3.17 3.53 4.31 5.09 6.46
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Income Statement Data (Dec) 2018A 2019A 2020E 2021E 2022E
(Bt Millions)
Net Interest Income 8,444 10,353 12,145 14,319 17,331
% Change 37.9% 22.6% 17.3% 17.9% 21.0%
Net Fee Income 796 723 724 1,002 1,109
Securities Gains / (Losses) - - - - -
Other Income - - - - -
Non-interest income 872 808 803 1,097 1,222
Gross income 9,316 11,161 12,947 15,416 18,553
Operating Expenses 4,103 5,314 6,169 6,976 7,879
% Change 36.2% 29.5% 16.1% 13.1% 13.0%
Provisions Expense 586 554 283 714 874
Pre-Tax Income 4,627 5,293 6,496 7,726 9,799
Net Income 3,713 4,237 5,197 6,181 7,840
% Change 48.5% 14.1% 22.6% 18.9% 26.8%
Balance Sheet Data (Dec) 2018A 2019A 2020E 2021E 2022E
(Bt Millions)
Total Assets 49,146 61,872 73,475 90,000 105,789
Average Interest Earning Assets 41,835 54,193 65,486 78,605 94,173
Total Gross Customer Loans 48,047 60,338 70,634 86,576 101,770
% Change 34.9% 25.6% 17.1% 22.6% 17.5%
Total Customer Deposits NA. NA. NA. NA. NA.
% Change NA. NA. NA. NA. NA.
Tangible Equity 12,273 15,946 20,469 25,857 32,754
Common Shareholders’ Equity 12,299 15,972 20,532 25,934 32,846
Key Metrics (Dec) 2018A 2019A 2020E 2021E 2022E
Net Interest Margin 20.2% 19.1% 18.5% 18.2% 18.4%
Effective Tax Rate 19.7% 19.9% 20.0% 20.0% 20.0%
Loan / Deposit Ratio NA. NA. NA. NA. NA.
Tangible Common Equity / Assets 25.0% 25.8% 27.9% 28.7% 31.0%
Net profit ROAA 8.6% 7.6% 7.7% 7.6% 8.0%
Net profit ROAE 35.0% 30.0% 28.5% 26.6% 26.7%
Dividend Payout Ratio 14.8% 15.0% 15.0% 15.0% 15.0%
Efficiency Ratio (Cost / Income Ratio) 44.0% 47.6% 47.6% 45.2% 42 5%
Quality of Earnings (Dec) 2018A 2019A 2020E 2021E 2022E
Total Non-Interest Inc / Operating Inc 9.4% 7.2% 6.2% 71% 6.6%
NPLs as a % of gross loans 1.1% 1.0% 1.0% 1.2% 1.3%
Loan Loss Reserves / NPLs 277.7% 275.9% 182.3% 157.5% 148.2%
Loan Loss Reserves / Total Loans 3.1% 2.8% 1.9% 1.9% 2.0%
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Room to lower cost of fund

We also see MTC as having an upside risk from lower cost of funds as Bt12.9bn of its
debentures (28% of total funding) will mature in 2021, implying ~2% earnings upside.
We expect the new debenture interest rate for MTC at around 3.0-3.4% which is
favorable in our view. The further upside risk for MTC’s cost of fund is a credit rating
improvement from “BBB.”

Demand could carry on into 1Q21 with tactical loan yield

Overall demand for loans is still strong in 4Q20, driven by the agricultural segment and
seasonal effect and could carry on until 1Q21 (1Q is normally the low season) given no
bonuses expected. So far, its operation remains normal. The group of five provinces
where the latest outbreak of COVID-19 hit the hardest (Samut Sakhon and the eastern
region) contributes 7.8% to total loans.

MTC has tactically cut its lending rate for auto-backed loans to around 18% p.a. EIR
since December 2020 and it could last beyond 1Q21 (depending on market conditions).
This cut aims to boost loan volume. MTC maintains its strategy of enlarging its customer
base with motorcycles as a priority. A lower auto-backed loan yield of less than 18%
would pose a downside risk for the sector if operators cannot drive their volume growth
as much as the target (MTC’s growth target is at 20-25% vs our estimate of 23% for
2021E).

In the worst case scenario of fierce competition, we expect loan yield to drop to 19.7%
from our base assumption of 20.72%. This could result in a 10% earnings downside.

Key focus in 2021

The key focus for MTC's operations are 1) pushing bike hire-purchase or HP product
more aggressively from Bt220mn in order to stabilize overall loan yield, 2) maintaining
asset quality during the COVID era with normalized ECL of around 60 to 80bp and NPL
level at no more than 1.5% and 3) preparing for higher competition. We see the
increasing competition as not an extreme concern because MTC is an existing operator
and the key cutting point is controlling asset quality.

Bike HP is another growth opportunity for MTC as the company has 1.5mn motorcycles
in its portfolio with a 10% depletion rate. MTC can exploit the benefit from the demand
for new motorcycles (roughly at 10,000 units per annum). Moreover, the new HP
business will generate a better yield at 24% p.a. We see the HP rate by MTC as attractive
compared to the industry yield at above 30% p.a. We expect MTC to push HP products
for its existing customers with a strong track record first, in order to control asset quality.
The company targets new HP at 24,000 units per year or new lending at around Bt1bn.
We conservatively project new HP at Bt600mn in 2021E.
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Figure 1: MTC - Profit and Loss

(Bt mn) 3Q19A 4Q19A 1Q20A 2Q20A 3Q20A 4Q20E %QoQ % YoY
Interest income 3,105 3,248 3,332 3,385 3,555 3,715 4.5 144
Interest expense 408 425 433 447 467 470 0.6 10.5
Net interest income 2,697 2,822 2,900 2,938 3,088 3,245 51 15.0
Non-interest income 200 207 208 180 182 203 11.6 -2.1
Non-interest expenses 1,428 1,500 1,491 1,520 1,533 1,575 2.7 5.0
Pre-provision profits 1,469 1,530 1,616 1,598 1,736 1,873 79 22.4
Provisioning expense 116 132 62 25 52 144 176.1 8.8
Profit before tax 1,352 1,398 1,554 1,573 1,684 1,729 2.7 23.7
Tax expense 272 267 316 307 344 346 0.4 29.7
Net profit 1,080 1,131 1,237 1,267 1,340 1,383 32 223
EPS (Bt) 0.51 0.53 0.58 0.60 0.63 0.65 32 22.3

Source: MTC, KKPS estimates

Figure 2: MTC - Key drivers and ratios

%, unless stated 3Q19A 4Q19A 1Q20A 2Q20A 3Q20A 4Q20E  ppt,QoQ  ppt, YoY
Gross loans (Bt mn) 57,681 60,338 62,674 63,342 67,215 70,374 4.7% 16.6%
Yield on loans 22.15 22.01 21.67 21.49 21.78 21.60 -0.18 -0.41
Cost of funds 3.89 3.90 3.86 3.87 3.92 3.79 -0.13 -0.11
Net interest margin 19.25 19.13 18.86 18.65 18.92 18.87 -0.05 -0.26
Cost-to-income ratio 49.30 49.51 47.99 48.75 46.89 45.68 -1.21 -3.83
Credit cost 0.83 0.90 0.41 0.16 0.32 0.84 0.52 -0.06
NPL ratio 0.98 1.03 1.18 1.04 1.00 1.05 0.05 0.02
NPL coverage 295.85 275.94 200.98 211.70 199.45 182.05 -17.39 -93.89

Source: MTC, KKPS estimates

Figure 3: Earnings revision

(Bt mn) 2020E 2021E 2022E
Net interest income Previous 12,362 14,368 16,468
Current 12,145 14,319 17,331
% change 2% 0% 5%
Non-interest income Previous 946 1,088 1,232
Current 803 1,097 1,222
% change -15% 1% -1%
PPOP Previous 6,717 7,680 8,773
Current 6,779 8,440 10,674
% change 1% 10% 22%
Net profit Previous 4913 5,540 6,384
Current 5,197 6,181 7,840
% change 6% 12% 23%
NIM (%) Previous 18.9 19.0 19.0
Current 18.5 18.2 18.4
ppt change -0.4 -0.7 -0.6
Cost to income (%)  Previous 49.5 50.3 50.4
Current 47.6 45.2 42.5
ppt change -1.9 -5.1 -8.0
Credit cost (%) Previous 0.9 1.0 0.9
Current 0.4 0.9 0.9
ppt change -0.4 -0.1 0.0
Loan growth (%) Previous 16.6 15.3 134
Current 171 22.6 17.5
ppt change 0.4 7.2 4.2

Source: KKPS estimates
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Figure 4: MTC’s loan growth Figure 5: Yield, cost of funds and NIM
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Figure 6: Worst case scenario on yield from fierce Figure 7: The case suggests a 10% downside to earnings
competition
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Figure 8: Benign credit cost and NPL ratio... Figure 9: ...Thanks to low NPL formation rate
% mmm Credit cost NPL ratio (RHS) % m NPL formation rate
35 4 - 25 1.40 -
1.16
3.0 - )
[ 1.99 L 20 1.20
2.5 1 157 . 100
2.0 - l o
1.37
m i 119 0.80
1.5 4 1 112 1-03°1.05 L 1.0
0.4 ' ’ 0.60
0.40
0.20
<« < <« € < <« <« < < wo ow oow
— [qV) o < [Xo} © N~ [ee] [«) o — N
e Il — a = \—c — et el I N I 0.00
o o o o o o o o o o o o
8§ & & § § § 8§ & & & & & 2015A 2016A 2017A 2018A 2019A 2020E 2021E 2022E

Source: MTC, KKPS estimates
Source: MTC, KKPS estimates



KIATNAKIN
PHATRA

SECURITIES

Figure 10: High coverage buffer for MTC
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Figure 12: MTC’s loan breakdown by collateral
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Figure 14: Gross loans and branch network
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Figure 11: Economy of scale is another supportive driver
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Figure 13: MTC'’s loan breakdown by collateral
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Figure 15: Maintain loan per branch at Bt14mn
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Figure 16: MTC’s customer profile Figure 17: Funding structure
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Figure 18: D/E well below 4x covenant Figure 19: RoAE to be above 26%
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Figure 20: Loan by age Figure 21: NPL formation
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Figure 22: MTC’s P/E band Figure 23: MTC’s forward P/E
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Figure 24: MTC’s P/BV band Figure 25: MTC’s forward P/BV
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Figure 26: MTC’s P/BV vs RoE Figure 27: RoE/PBV
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Price objective basis and risk

Our PO of Bt80 is based on the Gordon Growth Methodology (GGM) with an
appropriate ROE of 26%, cost of equity of 13.5% and medium-term growth rate of 11%.
The key downside risks are: (1) lower-than-expected loan growth, (2) funding
insufficiency from rapid loan growth, (3) deteriorating asset quality after the credit boom
period and (4) regulatory risk. The key upside risks are (1) an increase in borrowing
covenant, (2) an improvement in credit rating, (3) strong penetration in the provincial
loan market and (4) new business leveraging from the large network.

Special Disclosures

Kiatnakin Phatra Securities does and seeks to do business with companies covered in its
research reports. As a result, investors should be aware that the firm may have a conflict
of interest that could affect the objectivity of this report.

Kiatnakin Phatra Securities Public Company Limited ("KKPS") under its proprietary
trading desk, may, from time to time, issue derivative warrants that have underlying
securities contained or mentioned in this research report. Should KKPS be the issuer of
the derivative warrants, KKPS may act as the market maker for such derivative warrants.
As a result, investors should be aware that KKPS may have a conflict of interest that
could affect the objectivity of this research report.

Opinion Key: Investment ratings, indicators of expected total return (price appreciation plus dividend yield) within the six-month period from the date
of the initial rating or the last change in the rating, are: 1  Buy stocks which are expected to have a total return of at least 15%; 2- Trading Buys
which are expected to have a total return between 0-15%; ; 3 Neutral stocks which are expected to remain flat or move in a range between +10 to
minus 10%; 4- Take Profit stocks which are expected to have a total return of 0 to negative 15%; and 5 Underperform stocks are the least attractive
stocks in a coverage cluster (Thailand). Stocks not under coverage are designated Not Rated.

Copyright 2021 Kiatnakin Phatra Securities Public Company Limited (“Kiatnakin Phatra Securities”). All rights reserved. Any unauthorized use or
disclosure is prohibited. For distribution outside of Thailand, the distribution will be restricted to only “institutional investors” or other similar types of
investors as stipulated in each jurisdiction. In preparation of this research report, Kiatnakin Phatra Securities has assumed and relied on the accuracy
and completeness of all information or data supplied or otherwise made available to us including public available information. Kiatnakin Phatra
Securities assumes no responsibility for independent investigation or verification of such information and have relied on such information being
complete and accurate in all material respect.

Neither the information nor any opinion expressed constitutes an offer, or an invitation to make an offer, to buy or sell any securities or any options,
futures or other derivatives related to such securities ("related investments"). Officers of Kiatnakin Phatra Securities may have a financial interest in
securities of the issuer(s) or in related investments. Kiatnakin Phatra Securities or its affiliates may from time to time perform investment banking or
other services for, or solicit investment banking or other business from, any entity mentioned in this research report.

This research report is prepared for general circulation and is circulated for general information only. It does not have regard to the specific investment
objectives, financial situation and the particular needs of any specific person who may receive this research report. Kiatnakin Phatra Securities assumes
no obligation to update or otherwise revise this research report. Investors should seek financial and investment advice regarding the appropriateness of
investing in any securities or investment strategies discussed or recommended in this research report and should understand that statements regarding
future prospects may not be realized. Investors should note that income from such securities, if any, may fluctuate and that each security's price or
value may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a guide to future
performance.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or related investment mentioned in this research
report. In addition, investors in securities such as ADRs, whose values are influenced by the currency of the underlying security, effectively assume
currency risk.



Corporate Governance Report of Thai Listed Companies 2020

Disclaimer

The disclosure of the survey result of the Thai Institute of Directors Association (“I0D”) regarding corporate governance is made pursuant to the policy
of the Office of the Securities and Exchange Commission. The survey of the 10D is based on the information of a company listed on the Stock Exchange
of Thailand and the Market of Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore,
is from the perspective of a third party. It is not an evaluation of operation and is not based on inside information.

The survey result is as of the data appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be
changed after that date. Kiatnakin Phatra Securities Public Company Limited ("KKPS") does not confirm nor certify the accuracy of such survey result. In
addition, the list only includes companies under KKPS's coverage’s coverage except those specified.
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PSH PTG PTT PTTEP PTTGC QH RATCH SC AAA
sce scc scce SIRI SPALI SPRC  THANI = THCOM -
TISCO T™B TOP TRUE TU TWPC VGl Companies with Good CG Scoring
BCH BH ESSO
N/A - Companies without survey result available * By alphabetical order under KKPS's Coverage
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DW Disclosure:

Kiatnakin Phatra Securities Public Company Limited ("KKPS") under its proprietary trading desk, may, from time to time, issue derivative warrants that
have underlying securities contained in the table below. Should KKPS be the issuer of the derivative warrants, KKPS may act as the market maker for
such derivative warrants. As a result, investors should be aware that KKPS may have a conflict of interest that could affect the objectivity of this
research report.
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THANI TOP TRUE TU WHA

1Anti-Corruption Progress Indicator of Thai Listed Companies 2019

Disclosure

The disclosure of evaluation of Thai Listed Companies with respect to anti-corruption, Thailand’s Private Sector Collective Action Coalition Against
Corruption (“CAC”), is an initiative under the Securities and Exchange Commission (SEC)’s Sustainability Development Roadmap for Listed Companies
which emphasizing good corporate governance, corporate social responsibility and firm commitment to fighting graft. The Indicator, comprising three
level assessment of Certified, Declared and N/A, is a result which demonstrate the commitment at management and organizational levels that adopted
the policy to refrain from corruption. Certified: The company is certified, Declared: The company has participated, and N/A: Declaration expired or not
participate.

The survey result is as of the data appearing in the website of the SEC. As a result, the survey result may change thereafter. Kiatnakin Phatra Securities
Public Company Limited ("KKPS") does not confirm nor certify the accuracy of such survey result. In addition, the list only includes companies under
KKPS's coverage except those specified.

Anti-Corruption Progress Indicator: List of Companies (under KKPS's coverage)

Certified

ADVANC AP BANPU BBL BCH BGRIM BLA CENTEL CPALL CPF CPN DTAC EGCO GFPT GPSC HMPRO
INTUCH IRPC IVL KBANK KTB KTC LPN M MAKRO MINT MTC PLANB PSH PTG PTT PTTEP
PTTGC QH RATCH SC SCB scc SCcC SIRI SPRC TFG THANI THCOM TISCO T™MB TOP TRUE

TU TWPC VGl VNT

Declared
ANAN MAJOR ERW SPALI

N/A

AEONTS AOT AWC BAM BDMS BEC BFIT BH BIC CHG CRC DOHOME EPG ESSO GLOBAL LH

MEGA osp PR9 SAWAD



