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COMPANY NOTE KBANK SARACHADA SORNSONG

Ex 1: Earnings Revisions

2019A 2020A 2021A 2022F 2023F

Net profits (Bt bn)

- New 38.73 29.49 38.05 4335 48.98 55.46
-0ld 38.71 40.45 44.95
- Change (%) 11.99 21.08 23.39

Loans growth (%)

- New 4.59 12.13 7.88 6.51 6.02 5.45
- Old 6.04 6.11 6.18
- Change (pp) 0.47 (0.09) (0.73)
NIM (%)

- New 3.18 3.14 3.08 3.04 3.04 3.06
- Old 3.04 2.95 2.93
- Change (pp) 0.01 0.10 0.13

Non-interest income (Bt bn)

- New 57.76 46.06 44.65 45.29 47.37 49.57
-Old 48.12 50.28 52.62
- Change (%) (5.88) (5.80) (5.80)

Credit costs (%)

- New 1.70 1.94 1.67 1.60 1.50 1.40
- Ol 1.70 1.60 1.50
- Change (pp) (0.10) (0.10) (0.10)
Opex (Bt bn)

- New 72.73 70.00 71.04 73.88 76.19 78.64
- Old 71.58 73.76 76.04
- Change (%) 3.21 3.30 3.43

Minority interests (Bt bn)

- New (4.71) (4.20) (4.19) (3.56) (3.39) (3.22)
- Old (5.00) (5.00) (5.00)
- Change (%) na. na. na.

Sources: Company data, Thanachart estimates
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COMPANY NOTE KBANK SARACHADA SORNSONG

Ex 2: 12-month DDM-based TP Calculation Using A Base Year Of 2022F

Terminal

2022F  2023F | 2024F 2025F‘ ZOZGF‘ 2027F‘ 2028F‘ 2029F‘ 2030F‘ 2031F‘ 2032F Value
Dividend of common shares 7,898 8,670 9,796 22,184 25126 34,761 45812 67,159 73,574 100,435 109,356 109,356

Dividend of preferred shares — — — — — — — — — — — _

Dividend payment 7,898 8,670 9,796 22,184 25,126 34,761 45812 67,159 73,574 100,435 109,356 1,004,891
Risk-free rate (%) 25
Market risk premium (%) 8.0
Beta 1.2
WACC (%) 12.2
Cost of equity 12.2
Terminal growth (%) 2.0
Equity value 454,347
No. of shares (m) 2,393
Equity value / share (Bt) 190.00

Sources: Company data, Thanachart estimates

Ex 3: Shift In Loan Mix Ex 4: Lower Contribution Of Transaction Fees
(Bt bn) = Corporate SME Retail = Others (Bt bn) === Transaction fees (LHS) (%)
2,500 4% 14 4 % of total net fees (RHS) r 35
3% 12 - 30
2,000 A 4% 29%
5% = 28% 10 A - 25
25% 2
1,500 1 25% 8 - - 20
33% 33% 6 15
1,000 N 36% 35% 34% b ™
4 4 - 10
500 A
36% 35% 36% 2 | 5
0 A T T T T 0 A T T T - 0
2017 2018 2019 2020 2021 2017 2018 2019 2020 2021
Source: Company data Sources: Company data, Thanachart estimates
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COMPANY NOTE KBANK SARACHADA SORNSONG

Ex 5: End Of NIM Contraction Ex 6: Lower Provisions

(%) Lending yield ——NIM (Bt bn) mmm Provisions (LHS) Credit costs (RHS) (%)
6 - 50 - r 2.5

45 -
5 \—— - 40 L 2.0

4 35 A
30 - T—__ 15

3 d ~— 25 -
20 - - 1.0

27 15 |
1 10 - - 0.5

5 -
0 0 A T 0.0
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Sources: Company data, Thanachart estimates Sources: Company data, Thanachart estimates
Ex 7: KBANK’S P/BV STD Ex 8: P/BV Discount To SCB Too High In Our View
(x) (x)
1.8 1 0.3 -
+2 STD = 1.6x
1.6 1 0.2

+2STD =0.1x

1.4
1.2

+1 STD = 1.3x

Average = 0.9x

1.0 0.0
0.8 -

-1 STD = 0.6x 01
o6 4H——————"—-————

0.2
0.4 1 -2'STD = 0.3x
o2 ——————————————— - 0.3
0.0 T T T T T 0.4 -
Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22 Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22
Sources: Bloomberg, Thanachart estimates Sources: Bloomberg, Thanachart estimates
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COMPANY NOTE KBANK SARACHADA SORNSONG

Valuation Comparison

Ex 9: Valuation Comparison With Regional Peers

EPS growth — PE — — P/IBV — - ROE - — Div. Yield —

Name BBG Code  Country 22F 23F 22F 23F 22F 23F 22F 23F 22F 23F
(%) (%) (x) (x) (x) (x) (%) (%) (%) (%)

BOC Hong Kong Holdings 2388 HK Hong Kong 7.5 17.6 121 10.2 1.1 1.0 9.2 10.1 4.2 4.9
Bank of East Asia 23 HK Hong Kong 711 19.2 8.6 7.2 0.4 0.4 43 5.1 54 6.3
China Citic Bank Corp 998 HK Hong Kong 16.7 10.7 3.5 3.2 0.3 0.3 10.3 10.5 7.7 7.8
Hang Seng Bank 11 HK Hong Kong 1.2 15.1 17.3 15.0 1.7 1.7 10.2 111 3.8 4.2
Industrial & Commercial Bk 1398 HK Hong Kong 14.1 6.6 5.0 4.7 0.5 0.5 11.4 11.3 6.1 6.5
Axis Bank AXSB IN India 57.7 38.3 211 15.3 22 2.0 12.3 14.5 1.8 2.3
ICICI Bank ICICIBCIN  India 16.7 23.9 24.9 201 na na 14.2 15.2 0.6 0.7
State Bank of India SBIN IN India 54.1 30.9 13.7 10.5 1.7 1.5 13.9 15.2 1.1 1.4
Bank Central Asia BBCA IJ Indonesia 13.8 12,5 27.0 24.0 43 3.9 16.8 17.2 1.7 1.9
Bank Danamon BDMN 1J Indonesia 304.9 26.6 5.9 4.6 0.5 0.5 8.0 10.2 4.2 na
Bank Internasional BNII'1J Indonesia na na na na na na na na na na
Bank Mandiri BMRI IJ Indonesia 13.5 17.2 11.3 9.7 1.6 1.5 14.9 16.0 4.8 5.7
Bank Pan PNBN IJ Indonesia 8.6 10.0 5.7 5.2 na na 7.3 7.4 na na
Bank Rakyat BBRI IJ Indonesia 16.1 19.7 16.1 13.4 21 2.0 13.9 15.3 3.6 4.3
Bank Negara BBNI IJ Indonesia 38.9 227 9.5 7.7 1.1 1.0 11.9 131 2.6 35
CIMB Group Holdings CIMB MK Malaysia 314.5 16.8 111 9.5 0.9 0.9 8.2 9.3 4.3 5.6
Hong Leong Bank HLBK MK Malaysia 5.1 16.4 13.6 11.7 1.3 1.2 9.9 11.0 2.8 3.2
Malayan Banking MAY MK Malaysia 22.5 16.1 121 10.4 1.1 1.1 9.1 10.4 6.5 7.4
Public Bank PBKF MK Malaysia (76.4) 16.2 na na na na 11.2 12.4 na na
Industrial Bank of Korea 024110 KS S Korea 8.5 2.0 3.8 3.7 0.3 0.3 8.6 8.3 6.7 7.0
DBS Group Holdings DBS SP Singapore 51.7 13.1 13.2 11.7 1.6 1.5 12.3 131 3.7 4.0
Oversea-Chinese Banking OCBC SP Singapore 50.5 131 111 9.8 1.1 1.0 10.3 10.9 4.3 4.8
United Overseas Bank UOB SP Singapore 57.0 15.1 123 10.7 1.2 1.2 10.4 11.5 4.1 4.5
Bank of Ayudhya BAY TB* Thailand (3.8) 4.0 1141 10.7 0.8 0.8 7.6 7.5 2.2 2.3
Bangkok Bank BBL TB* Thailand 141 10.5 9.3 8.5 0.5 0.5 6.0 6.3 3.2 35
KASIKORNBANK KBANK TB*  Thailand 13.9 13.0 9.3 8.2 0.8 0.7 8.8 9.2 2.2 24
Kiatnakin Bank KKP TB* Thailand 0.1 15.7 9.5 8.2 1.1 1.0 12.0 13.0 3.9 6.1
Krung Thai Bank KTB TB* Thailand 25.7 121 7.5 6.7 0.5 0.5 7.3 7.7 3.2 3.6
Siam Commercial Bank SCB TB* Thailand (3.4) 7.8 13.5 12.5 1.0 1.0 7.6 7.8 2.2 4.0
Tisco Financial Group TISCO TB*  Thailand 5.2 1.4 111 11.0 1.8 1.7 16.9 16.2 6.3 6.4
TMBThanachart Bank TTB TB* Thailand 13.7 111 11.5 10.3 0.6 0.6 5.6 6.0 35 4.8
Average 38.1 15.2 11.8 10.2 1.2 1.1 10.3 11.1 3.8 44

Source: Bloomberg
Note: * Thanachart estimates , using Thanachart normalized EPS
Based on 11 Feb 2022 closing prices

A o o @ o o < Ao Ao = o o Ao o o ¢
WNNBLAG: UIBNNUEWBIA 3110 (TCAP), 5181313 INaswna 311 (avnmw) (TTB) ilnuisniiianaiadasivuisnvannindsuwaa
Sim (uwnzw) (TNS) lae TCAP (iudioiu Souaz 50.96 Tu TNS uaz faviulu TTB Sazaz 21.2 asiu msdarhunimnzduemanningaonana
Fedldmladimdsudodanudandinisnayszlunit (conflicts of interest)

THANACHART RESEARCH 5
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COMPANY DESCRIPTION

COMPANY RATING
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CONSENSUS COMPARISON

RISKS TO OUR INVESTMENT CASE

Consensus Thanachart Diff
Target price (Bt) 171.59 190.00 1%
Net profit 22F (Bt m) 42,144 43,348 3%
Net profit 23F (Bt m) 45,980 48,979 7%
Consensus REC BUY: 20 HOLD: 3 SELL: 1
HOW ARE WE DIFFERENT FROM THE STREET?
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Sources: Bloomberg consensus, Thanachart estimates Source: Thanachart
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FINANCIAL SUMMARY KBANK SARACHADA SORNSONG

INCOME STATEMENT
FY ending Dec (Bt m) 2020A 2021A 2022F 2023F 2024F
Higher loan growth Interest and Dividend Income 127,592 135,415 145,453 157,399 166,756

Interest Expenses 18,570 16,024 17,673 23,401 25,633
Net Interest Income 109,022 119,390 127,780 133,998 141,123
% of total income 70.3% 72.8% 73.8% 73.9% 74.0%

Gain on Investment 1,308 817 800 800 800

Fee Income 33,004 35,316 35,689 37,073 38,536

Gain on Exchange 8,119 5,539 5,500 5,500 5,500

Others 1,246 (330) (98) 254 620
Non-interest Income 46,063 44,653 45,291 47,367 49,570
% of total income 29.7% 27.2% 26.2% 26.1% 26.0%
Total Income 155,085 164,043 173,071 181,365 190,693

Operating Expenses 69,997 71,044 73,875 76,190 78,644
Pre-provisioning Profit 85,088 92,999 99,196 105,175 112,049

Provisions 43,548 40,332 41,271 41,019 40,372
Pre-tax Profit 41,540 52,667 57,925 64,156 71,677

Income Tax 7,656 9,729 10,774 11,869 13,260
After Tax Profit 33,884 42,939 47,151 52,287 58,417

Equity Income (193) (694) (238) 78 261

Minority Interest (4,203) (4,192) (3,564) (3,386) (3,217)

Extraordinary ltems 0 0 0 0 0

NET PROFIT 29,487 38,053 43,348 48,979 55,461

Normalized Profit 29,487 38,053 43,348 48,979 55,461

EPS (Bt) 12.3 15.9 18.1 20.5 23.2

Normalized EPS (Bt) 12.3 15.9 18.1 20.5 23.2

BALANCE SHEET

FY ending Dec (Bt m) 2020A 2021A 2022F 2023F 2024F

ASSETS:

Liquid Items 479,382 480,466 483,494 488,494 493,494
cash & cash equivalents 61,962 59,972 58,000 58,000 58,000

Shifting to a less risky interbank & money market 417,420 420,494 425,494 430,494 435,494
loan mix Securities under resale agreeme 0 0 0 0 0

Investments 777,790 1,034,372 1,085,999 1,140,202 1,197,110

Net loans 2,121,700 2,293,640 2,441,333 2,583,605 2,723,047
Gross and accrued interest 2,256,093 2,438,412 2,596,423 2,749,633 2,897,727
Provisions for doubtful 134,393 144,772 155,090 166,028 174,679

Fixed assets - net 85,664 97,185 99,131 101,479 104,302

Other assets 194,261 197,736 190,000 192,000 194,000

Total assets 3,658,798 4,103,399 4,299,958 4,505,780 4,711,954

LIABILITIES:

Liquid Items 2,459,239 2,810,429 2,965,162 3,089,127 3,226,279
Deposit 2,344,998 2,598,630 2,747,162 2,906,091 3,076,145
Interbank & money market 87,797 186,449 192,000 174,000 140,000
Liability payable on demand 26,443 25,350 26,000 27,132 28,230

Borrow ings 69,390 103,886 104,553 104,619 104,759

Other liabilities 638,883 652,409 672,409 692,409 712,409

Total liabilities 3,167,512 3,566,724 3,724,028 3,886,155 4,043,447

Minority interest 51,616 59,961 63,526 66,912 70,128

Shareholders' equity 439,670 476,714 512,404 552,713 598,378
Preferred capital - - - - -
Paid-in capital 23,693 23,693 23,933 23,933 23,933
Share premium 18,103 18,103 18,103 18,103 18,103
Surplus/ Others 35,768 39,104 39,104 39,104 39,104
Retained earnings 362,105 395,813 431,264 471,574 517,239

Liabilities & equity 3,658,798 4,103,399 4,299,958 4,505,780 4,711,954

Sources: Company data, Thanachart estimates
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FINANCIAL SUMMARY

KBANK SARACHADA SORNSONG

Undemanding valuation,
in our view

NIM set to bottom in
2022F

VALUATION

FY ending Dec 2020A 2021A 2022F 2023F 2024F
Normlized PE (x) 13.6 10.6 9.3 8.2 7.2
Normalized PE - at target price (x) 154 11.9 10.5 9.3 8.2
PE (x) 13.6 10.6 9.3 8.2 7.2
PE - at target price (x) 15.4 11.9 10.5 9.3 8.2
P/PPP (x) 4.7 4.3 41 3.8 3.6
P/PPP - at target price (x) 5.3 4.9 4.6 4.3 4.1
P/BV (x) 0.9 0.8 0.8 0.7 0.7
P/BV - at target price (x) 1.0 1.0 0.9 0.8 0.8
Dividend yield (%) 15 2.0 2.2 2.4 5.5
Market cap / net loans (x) 0.2 0.2 0.2 0.2 0.1
Market cap / deposit (x) 0.2 0.2 0.1 0.1 0.1
(Bt)

Normalized EPS 12.3 15.9 18.1 20.5 23.2
EPS 12.3 15.9 18.1 20.5 23.2
DPS 25 3.3 3.6 4.1 9.3
PPP/Share 35.6 38.9 41.4 43.9 46.8
BV/Share 183.7 199.2 2141 230.9 250.0
FINANCIAL RATIOS

FY ending Dec 2020A 2021A 2022F 2023F 2024F
Growth Rate (%)

Net interest income (NII) 6.2 9.5 7.0 4.9 53
Non-interest income (Non-Il) (20.3) (3.1) 1.4 4.6 4.7
Operating expenses (3.8) 1.5 4.0 3.1 3.2
Pre-provisioning profit (PPP) (3.0) 9.3 6.7 6.0 6.5
Net profit (23.9) 29.0 13.9 13.0 13.2
Normalized profit grow th (23.9) 29.0 13.9 13.0 13.2
EPS (23.9) 29.0 13.9 13.0 13.2
Normalized EPS (23.9) 29.0 13.9 13.0 13.2
Dividend payout ratio 20.3 20.8 20.0 20.0 40.0
Loan - gross 121 7.9 6.5 6.0 5.5
Loan - net 12.9 8.1 6.4 5.8 54
Deposit 13.2 10.8 5.7 5.8 5.9
NPLs 20.2 3.0 7.0 6.0 5.0
Total assets 11.1 12.2 4.8 4.8 4.6
Total equity 8.2 8.4 7.5 7.9 8.3
Operating Ratios (%)

Net interest margin (NIM) 3.1 3.1 3.0 3.0 3.1
Net interest spread 4.4 4.4 4.4 4.6 4.5
Yield on earnings assets 3.9 3.7 3.6 3.7 3.8
Avg cost of fund 0.8 0.6 0.6 0.7 0.8
NIl / operating income 70.3 72.8 73.8 73.9 74.0
Non-Il / operating income 29.7 27.2 26.2 26.1 26.0
Fee income / operating income 21.3 21.5 20.6 20.4 20.2
Normalized net margin 19.0 23.2 25.0 27.0 29.1
Cost-to-income 45.1 43.3 42.7 42.0 41.2
Credit cost - provision exp / loans 1.9 1.7 1.6 1.5 1.4
PPP / total assets 24 24 24 2.4 24
PPP / total equity 20.1 20.3 20.1 19.7 19.5
ROA 0.8 1.0 1.0 1.1 1.2
ROE 7.0 8.3 8.8 9.2 9.6

Sources: Company data, Thanachart estimates
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FINANCIAL SUMMARY KBANK SARACHADA SORNSONG

FINANCIAL RATIOS
FY ending Dec 2020A 2021A 2022F 2023F 2024F
Liquidity and Quality Ratio (%)
Loan-to-deposit 95.7 93.2 93.9 94.1 93.7
Loan-to-deposit & S-T borrow ing 95.7 93.2 93.9 941 93.7
Net loan / assets 58.0 55.9 56.8 57.3 57.8
Net loan / equity 482.6 481.1 476.4 467.4 4551
Investment / assets 21.3 25.2 253 253 25.4
Deposit / liabilities 74.0 72.9 73.8 74.8 76.1
Liabilities / equity 720.4 748.2 726.8 703.1 675.7
Net interbank lender (Bt m) 329,622 234,044 233,494 256,494 295,494
Tier 1 CAR 16.1 16.5 16.3 17.0 17.9
Tier 2 CAR 2.7 2.3 2.3 2.2 21
Total CAR 18.8 18.8 18.6 19.2 20.0
Manageable NPLs and NPLs (Bt m) 101,007 104,036 111,319 117,998 123,898
decent provision cushion NPLs / Total loans (NPL Ratio) 4.5 4.3 4.3 4.3 4.3
Loan-Loss-Coverage 133.1 139.2 139.3 140.7 141.0

Sources: Company data, Thanachart estimates
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Recommendation Structure:

Recommendations are based on absolute upside or downside, which is the difference between the target price and the current market price. If the upside
is 10% or more, the recommendation is BUY. If the downside is 10% or more, the recommendation is SELL. For stocks where the upside or downside is
less than 10%, the recommendation is HOLD. Unless otherwise specified, these recommendations are set with a 12-month horizon. Thus, it is possible
that future price volatility may cause a temporary mismatch between upside/downside for a stock based on the market price and the formal
recommendation.

For sectors, an “Overweight” sector weighting is used when we have BUYs on majority of the stocks under our coverage by market cap. “Underweight” is
used when we have SELLs on majority of the stocks we cover by market cap. “Neutral” is used when there are relatively equal weightings of BUYs and
SELLs.
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