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Executive Summary

 We bullish on auto-backed loan sector and “SAWAD” is our top pick

 Sector summary:

 Analyzing auto – backed loan provider industry by 5 forces model, this industry is favorable due to

its high potential growth rate, high barrier for new comers and low bargaining power of both buyers

and suppliers

 There are more room to grow for this sector because demand for loan is still high and the ability of

loan providers to gain market of other financial institutions

 Top pick: SAWAD

 BUY at TP19F 58* B/share

 After reorganization, we expect SAWAD to get back on track robustly.

 It has shown a better loan growth and NIM since 2Q18 and expected to continue in 4Q18F and

2019F.

 SAWAD can raise fund by deposit, which has lower cost than issuing debenture. So, we expect

SAWAD could manage cost of fund better than its peers.

 2019 norm profit is expected to increase at a higher pace of 27% y-y (compared with +15% y-y in

 2018F) supported by better NIM and continuous loan growth.

 SAWAD is traded at an attractive valuation.

*TP19F after dilution is at 55 B/share
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Industry analysis by 5 forces model

+ Skilled & experienced staffs

+ Efficient credit approval & debt 

collection processes

+ High capital requirement

+ New regulation by BOT

+ Immediately need cash

+ Lack of financial knowledge

+ Less Interest rate consideration

+ Variety sources of financing

+ Low switching cost

- Variety of substitute products 

- Low switching cost

+/- Different in price (Interest rate)

+ High growth market

+ High loyalty

+ Under BOT supervision, large 

operators should have advantage over 

small ones.

- Few big competitors and many local       

operators

- Undifferentiated products

- Same strategies among players

Potential of new entrances

Intensity of competitions

Bargaining power of suppliers

Bargaining power of buyers

Substitution products
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Big 4 of auto – backed loan players

Source:  Company data, CNS

MTC Ngern Tid Lor (BAY) SAWAD Somwang (TISCO)

Trademark

Commercial Slogan บรกิารใกลช้ดิ ดจุญาตมิติรทีรู่ใ้จ เงนิตดิลอ้ชวีติหมุนตอ่ได ้ มบีา้น มรีถ เงนิสดทันใจ สมหวัง เงนิสั่งได ้

Services Auto - backed loan Auto - backed loan Auto - backed loan Auto - backed loan

House/land backed loan Personal loan House/land backed loan Secured vehicle title loan

Personal loan Nano finance Personal loan SME loan

Nano finance Insurance Nano finance Pension loan

Act  Hire purchase

Branches (3Q18) 3178 765 2850 227

Location Nationwide Nationwide Nationwide Nationwide

No. of contracts ~2,600,000 ~400,000 ~550,000 ~100,000

Net Loan outstanding (3Q18)44.8 bn 36.4 bn 28.2 bn 13.27 bn

Loan-to-value 50% around 75% 30-70 % 80-100%

Avg. ticket size 15,000 -20,000Baht 70,000 -100,000Baht 40,000-50,000 Baht 200,000-300,000Baht

Contract terms 12-24 months 12-60 months 12-24 months 24-36 months

Loan yield 20-24% 20-22% 25-30% 12-15% 
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Tier II of auto-backed loan players

Source:  Company data, CNS

SAKSIAM Leasing Nimseeseng Leasing Quickleasing Ngernturbo

Trademark

Commercial Slogan ดอกเบีย้ถกู บรกิารด ีมมีาตรฐาน คุยเรือ่งเงนิกบัคนกนัเอง เงนิดว่น สบายใจ ไปควกิลสิซิง่ เพือ่นคูค่ดิดา้นการเงนิ

Services Auto - backed loan Auto - backed loan Auto - backed loan Auto - backed loan

    motorcycle     car     motorcycle     motorcycle

    argicutural truck and tractor     motorcycle     all types of car     car

Personal loan     pickup Personal Accident Insurance Land title loan 

    argicutural truck and tractor Act 

Branches (3Q18) ~200 More than 400 More than 300 122

Location Northern and North-Eastern 11 provinces in Upper North Nationwide 8 provinces in Central

No. of contracts

Net Loan outstanding (2017) 3.73 bn 3.01 bn 0.96 bn 0.3 mn

Loan-to-value

Avg. ticket size

Contract terms

Loan yield
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There is always demand for FAST MONEY

Fig 1. Personal loan grew at 5% p.a. historically Fig 2. Personal loan rose 2-3x of GDP growth

Source:  BOT, NSO, CNS

 Thai people, especially lower income, always borrow money to live their lives.

 Due to the fact that Thai people has a poor financial discipline. Furthermore, expenses increase at a higher pace

than income.

 Thus, we saw personal loan rose at 5% CAGR. This went up 2 - 3 folds than GDP growth.
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Poor financial discipline

Fig 3. Only 20% of Thai people have enough saving Fig 4. Private employees and freelances are the most lack 
of saving

Fig 6. 26% of spending are unnecessary expenses

Source:  TMB analytic, CNS

Fig 5. Saving and investments of Thai people dropped -0.5%
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Expenses rise at a faster pace than income

Fig 7. Monthly household expenses have risen at a faster 
pace than income since 2013

Fig 8. Expenses to income ratio has increased since 2011

Source:  NSO, CNS
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Fig 9. 2017 Monthly income and expense by region
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Switching from other financial institutions

Fig 10.  2016 Loan services’ access

Source:  BOT, CNS
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Due to new regulation, large operators should have 

more advantages over small ones

Fig 11.  Lending licenses of non-bank 

Source:  BOT, MOF, CNS 

Auto-backed loan 

(draft)

Details - Unsecured loan - Secured loan - Unsecured loan - Unsecured/ Secured loan

- For consumption - For consumption, - For professional purpose - For consumption,

professional purpose professional purpose

Maximum int. rate 28% p.a. 28% p.a. 36% p.a. 36% p.a.

Maximum credit line 1.5 - 5x of salary depending on collateral value THB 100,000 THB 50,000

Area of operation Nationalwide Nationalwide Nationalwide Within the province where

headquarter is located

Regulators BOT BOT BOT Fiscal Policy Office

Personal loan Nano finance Pico finance
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SAWAD; Get back on track robustly

Fig 12.  Organization structure

Source:  SAWAD
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SAWAD; Get back on track robustly

Fig 13.  Variety of product lines offer

Fig 14.  Loan structure

Source:  SAWAD, CNS

Fig 15.  Revenue structure
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i) Stronger loan growth after reorganization

Source:  Company data, CNS 

Fig 16.  Loan grew at slower pace during reorganization period, however it has increased at a better rate since 2Q18
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ii) Bottoming out of yield

Fig 17.  Yield on loan has already bottom out since 1Q18

Source:  Company data, CNS 

average
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iii) A higher capability to manage cost of fund than its peers

Source:  Company data, CNS estimates

Fig 19. Cost of deposit is much cheaper than issuing debenture

Deposit duration Int. rate Bond duration Int. rate

12 months 2.50%

18 months 2.75%

24 months 3.00%

36 months 3.40% 3 years 3.90%

4 years 4.15%

Fig 18. SAWAD’s cost of fund is lower than MTC

Fig 20. SAWAD’s source of fund Fig 21. MTC’s source of fund
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iv) A higher earnings growth to come 

Fig 23.  Loan is projected to grow at an impressive rate 

continuously

Fig 22. 2019 norm profit is expected to increase at a faster pace 

Fig 24.  NIM would also be higher  

Source:  Company data, CNS estimates
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iv) An attractive valuation

Fig 25. SAWAD is traded at lower it intrinsic value and cheaper than MTC

Fig 26. Historical PBV

Source:  Company data, CNS estimates
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SAWAD; “BUY” @ TP19F 58* B/share (Target PBV 4.3x)

Fig 28.  Key financial highlight 

Fig 29.  Peers comparison

Source:  Company data, CNS estimates    *TP19F after dilution is at 55 B/share

Key financials and valuations

31 Dec (THBmn) 2017 2018F 2019F 2020F

Net Interest Income 4,335     5,260     6,912     8,680     

Non interest Income 1,767     1,977     2,078     2,182     

Operating Profit 6,103     7,238     8,990     10,861  

PPOP 3,437     4,176     5,244     6,177     

Net Profit 2,667     2,744     3,481     4,163     

EPS (THB) 2.45       2.43       3.08       3.68       

EPS Growth (%) 27.85     (0.99)      26.89     19.58     

PER (X) 20.08 20.28 15.99 13.37

BV/share (THB) 8.67 10.52 13.51 17.09

P/BV (X) 5.68 4.68 3.64 2.88

DPS (THB) 0.06 0.07 0.09 0.11

Dividend Yield (%) 0.13 0.15 0.19 0.22

NPLs/Loans (%) 4.71 4.85 5.00 5.10

ROAE (%) 32.78 25.75 25.64 24.08

ROAE ROAA P/BV (x) P/E (x) TP19F % upside/

2017 2018F 2019F 2020F 18/17 19/18 2019 2019 2019 2019 downside

Total 12,300  16,222  19,439  22,722  32% 20% 18%

SAWAD 2,667     2,744     3,481     4,163     3% 27% 23% 25.6% 8.4% 3.64 15.99 58.00 17.8%

MTC 2,501     3,795     4,884     6,105     52% 29% 27% 33.6% 8.3% 6.16 21.05 57.00 17.5%

KTC 3,305     5,071     5,717     6,312     53% 13% 12% 31.5% 6.9% 4.39 15.33 34.0 0.0%

AEONTS 2,966     3,767     4,392     5,000     27% 17% 15% 22.1% 4.8% 2.20 10.70 235.0 25.0%

TK 467        404        430        457        -14% 6% 6% 8.5% 3.6% 0.93 11.17 11.6 20.8%

S11 395        442        535        684        12% 21% 24% 21.0% 8.7% 1.72 8.70 11.1 46.1%

Net profit % y-y CAGR 

18-20

 CNS recommends bullish on auto-backed loan

sector on the back of its continuous growth

opportunity.

 SAWAD is our top pick because

 2019 norm profit is expected to increase at a

higher pace of 27% y-y (compared with +15%

y-y in 2018F) supported by better NIM and

continuous loan growth.

 SAWAD is traded at 2019 PBV 3.64x while its

historical 3-year mean is at 6.38.
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ANALYST CERTIFICATION FOR REGULATION

I, Yuvanrt Suwanumphai, a research analyst employed by Capital Nomura Securities, hereby certify that all of the views expressed in this research report accurately reflect my personal views about any 

and all of the subject securities or issuers discussed herein.

In addition, I hereby certify that no part of my compensation was, is, or will be, directly or indirectly related to the specific recommendations or views that I have expressed in this research report, nor is 

it tied to any specific investment banking transactions performed by Nomura Securities International, Inc., Nomura International plc or by any other Nomura Group company or affiliate thereof.

Explanation of CNS rating system for Thailand companies under coverage published from 2 March 2009:

Stocks:

Stock recommendations are based on absolute valuation upside (downside), which is defined as (Fair Value - Current Price) / Current Price, subject to limited management discretion. In most cases, 

the Fair Value will equal the analyst’s assessment of the current intrinsic fair value of the stock using an appropriate valuation methodology such as Discounted Cash Flow or Multiple analysis etc. 

However, if the analyst doesn’t think the market will revalue the stock over the specified time horizon due to a lack of events or catalysts, then the fair value may differ from the intrinsic fair value. In 

most cases, therefore, our recommendation is an assessment of the difference between current market price and our estimate of current intrinsic fair value. Recommendations are set with a 6-12 

month horizon unless specified otherwise. Accordingly, within this horizon, price volatility may cause the actual upside or downside based on the prevailing market price to differ from the upside or 

downside implied by the recommendation.

• A "Buy” recommendation indicates that potential upside is 15% or more.

• A "Neutral" recommendation indicates that potential upside is less than 15% or downside is less than 5%.

• A "Reduce" recommendation indicates that potential downside is 5% or more.

Sectors: 

A "Bullish" rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a positive absolute recommendation.

A "Neutral" rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a neutral absolute recommendation.

A "Bearish" rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a negative absolute recommendation.

DISCLAIMERS:

This publication contains material that has been prepared by Capital Nomura Securities Public Co., Ltd., Bangkok, Thailand. This material is (i) for your private information, and we are not soliciting any

action based upon it; (ii) not to be construed as an offer to sell or a solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal; and (iii) is based upon

information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. Opinions expressed are current opinions as of the date appearing

on this material only and the information, including the opinions contained herein are subject to change without notice. We, or other affiliates and/or subsidiaries of Nomura Holdings, Inc. (collectively

referred to as the “Nomura Group”) may from time to time perform investment banking or other services (including acting as advisor, manager or lender) for, or solicit investment banking or other

business from, companies mentioned herein. We, the Nomura Group, our or any of their officers, directors and employees, including persons involved in the preparation or issuance of this material

may, from time to time, have long or short positions in, and buy or sell (or make a market in), the securities, or derivatives (including options) thereof, of companies mentioned herein. We, or a member

of the Nomura Group, our or any of their officers, directors and employees may, to the extent it is permitted by applicable law, have acted upon or used this material, prior to or immediately following its

publication. The securities described herein may not have been registered under the U.S. Securities Act of 1933, and, in such case, may not be offered or sold in the United States or to U.S. persons

unless they have been registered under such Act, or except in compliance with an exemption from the registration requirements of such Act. Unless governing law permits otherwise, you must contact

a Nomura Group entity in your home jurisdiction if you want to use our services in effecting a transaction in the securities mentioned in this material. This publication is intended for investors who are

not private or expert investors within the meaning of the Rules of the Securities and Futures Authority Limited, and should not, therefore, be redistributed to private or expert investors. No part of this

material may be (i) copied, photocopied, or duplicated in any form, by any means, or (ii) redistributed without CNS’ prior written consent. Further information on any of the securities mentioned herein

may be obtained upon request. If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information

could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of this publication,

which may arise as a result of electronic transmission. If verification is required, please request a hard-copy version.


