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Stock Data

Last close (Jul 18) (Bt) 37.50
12-m target price (Bt) 42.00
Upside (Downside) to TP (%) 12.00
Mkt cap (Btbn) 227.78
MKkt cap (US$mn) 7,312
Bloomberg code BAY TB
Reuters code BAY.BK
Risk rating L
Mkt cap (%) SET 1.80
Sector % SET 17.20
Shares issued (mn) 6,074

Par value (Bt) 10

12-m high / low (Bt) 37.8/28
Avg. daily 6m (US$mn) 19.07
Foreign limit / actual (%) 47/46
Free float (%) 74.7
Dividend policy (%) > 30
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2Q13A: Misses on large countercyclical provisions

@ 2Q13A below expectations. BAY reported 2Q13 net profit of Bt3.1bn (-24.5% YoY,
-17.2% QoQ), below our forecast of Bt4.5bn. This was due to Bt2.6bn in extra
provisions made as a countercyclical buffer. Helping to offset the Bt2.55bn in extra
provisions were Bt550mn bad debt recovery from Dubai World Group and Bt1.1bn
reversal of provisions for loss sharing with the TAMC. Excluding all these extra
items gives a 2Q13 net profit of Bt3.7bn (+2% YoY, -25% QoQ).

Key points:

1.

Loan growth: As expected, at +3% QoQ, largely from retail loans (+5% QoQ),
and specifically auto loans (+6% QoQ), followed by SME loans (2% QoQ) and
corporate loans (+1% QoQ). 1H13 loan growth was 4.1%, far behind our 2013F
loan growth of 13%. We thus cut 2013F loan growth to 11%, as we expect auto
loans to simmer down now that the majority of the vehicles purchased in the
first-car buyer scheme have been delivered and loans taken out.

Net interest margin: Better than expected, +3 bps QoQ to 4.18%, driven by
both improved yield on earning assets (+1 bps QoQ) and lower funding cost (-2
bps QoQ).

Non-interest income: Beat at +12% QoQ, driven primarily by Bt550mn in bad
debt recovery from Dubai World Group Finance's account. Net fee income was
fairly stable QoQ.

Cost to income: Fell to 43.8% from 50.8% in 1Q13 on the back of a reversal of
reserve for loss sharing with the TAMC.

Asset quality: Worse than expected, NPLs by amount leapt Bt914mn or 4%
QoQ, despite a sale of NPLs worth Bt2.3bn. NPL inflow stemmed mainly from
a single commercial customer with a Bt2.4bn loan facility. Provisions shot up
far higher than expected at +92% QoQ to Bt5.9bn, as the bank set aside
Bt2.55bn in extra provision as a countercyclical buffer. LLR coverage edged up
to 151% from 147% at 1Q13.

@ Maintain Buy. We maintain Buy on BAY on the back of potential upside from a
merger with BTMU's Bangkok branch. We raised target price slightly to Bt42 (1.9x
average 2013F and 2014F BVPS) from Bt39 as we roll valuation base over to mid-
2014, This was partly offset by a 12% downward revision in 2013F earnings to
reflect 2Q13A results.

Forecasts and valuation

Year to 31 Dec Unit 2011 2012 2013F 2014F 2015F
Pre-provision profit (Bt mn) 21,478 26,010 30,931 33,888 37,603
Net profit (Bt mn) 9,264 14,626 15,954 21,617 23,981
PPP/Sh (Bt) 3.54 4.28 5.09 5.58 6.19
EPS (Bt) 1.53 2.41 2.63 3.56 3.95
BVPS (Bt) 16.87 18.66 20.59 23.36 26.24
DPS (Bt) 0.70 0.80 0.79 1.07 1.18
PER (x) 24.59 15.57 14.28 10.54 9.50
P/PPP (x) 10.61 8.76 7.36 6.72 6.06
EPS growth (%) 5.35 57.87 9.08 35.49 10.94
PBV (x) 2.22 2.01 1.82 1.61 1.43
ROE (%) 9.20 13.55 13.39 16.20 15.92
Dividend yields (%) 1.87 2.13 2.10 2.85 3.16
Source: SCBS Investment Research
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The information in this report has been obtained from sources believed to be reliable. However, its accuracy or completeness is not guaranteed. Any opinions expressed herein
reflect our judgment at this date and are subject to change without notice. This report is for information only. It is not to be construed as an offer, or solicitation of an offer to sell
or buy any securities. We accept no liability for any loss arising from the use of this document. We or our associates may have an interest in the companies mentioned therein.
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Figure 1: Quarterly results
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P &L (Bt mn) 2Q12 3Q12 4Q12 1Q13 2Q13 | %0YoY ch  96Qo0Q ch 1H12 1H13|% YoY ch %6 full year
Net interest income 10,053 10,220 10,300 10,602 10,993 9 4 19,433 21,595 11 49
Non-interest income 5,392 5,171 5,754 5,764 6,443 19 12 10,133 12,207 20 52
Operating expenses 7,645 7,727 8,419 8,312 7,631 (0) (8) 14,652 15,943 9 48
Pre-provision profit 7,800 7,664 7,636 8,053 9,805 26 22 14,914 17,858 20 51
Less Provision 2,990 2,785 2,898 3,081 5,908 98 92 5,702 8,988 58 60
Pre-tax profit 4,810 4,879 4,738 4,972 3,898 (19) (22) 9,212 8,870 (4) 45
Income tax 1,141 1,146 1,030 967 860 (25) (11) 2,161 1,827 (15) 46
MI and Equity 29 9 47 40 1 97) (98) 78 41 a7 NA
Net profit 3,699 3,742 3,755 4,045 3,039 (18) (25) 7,129 7,084 Q) 44
EPS (Bt) 0.61 0.62 0.62 0.67 0.50 (18) (25) 1.17 1.17 (1) 44
B/S (Bt mn) 2Q12 3Q12 4Q12 1Q13 2013 |%YoY ch 96Qo0Q ch 1H12 1H13[%YoY ch % full year
Gross loans 757,629 783,895 830,008 837,237 864,341 14 3| 757,629 864,341 14 NM
Deposits 622,391 672,324 687,159 702,449 731,731 18 4] 622,391 731,731 18 NM
BVPS (Bt) 17.75 17.96 18.66 19.35 19.66 11 2 17.75 19.66 11 NM
Ratios (26) 2Q12 3Q12 4Q12 1Q13 2Q13 |%YoY ch* %0Q0Q ch*| 1H12 1H13| YoY ch* 96 full year
Yield on earn. asset 6.83 6.79 6.74 6.63 6.64 (0.19) 0.01 6.81 6.64 (0.17) NM
Cost of funds 2.89 2.93 2.92 2.81 2.79 (0.11) (0.02) 2.93 2.79 (0.14) NM
Net interest margin 4.27 4.20 4.16 4.16 4.18 (0.09) 0.03 4.21 4.17 (0.03) NM
Cost to income 49.50 50.21 52.44 50.79 43.76 (5.73) (7.03) 49.56 47.17 (2.39) NM
NPLs/total loans 3.26 2.97 2.72 2.64 2.73 (0.53) 0.09 3.19 2.64 (0.55) NM
LLR/NPLs 127.49 140.20 145.73 147.23 151.23 23.74 4.00 127.49 151.23 23.74 NM
Source: SCBS Investment Research
Note: * Percentage points

Disclaimer

CG Ratina 2012

Companies with CG Rating under SCBS's Coverage

T ADVANC, AOT, BANPU, BAY, BBL, BCP, BECL, BMCL, BT5, CSL, DRT, EGCO, ERW, HEMRAJ, IRPC, KBANK, KK, KTB, LPN, MCOT, PS, PSL, PTT, PTTEP, PTTGC, QH, RATCH, ROBINS, SAMART, SAMTEL, SAT, 5CB, SCC, THAI, TI5C0, TMB, TOP, TTA

AMATA, AP, ASP, BEC, BH, BIGC, CENTEL, CK, CPALL, CPF, DCC, DELTA, DTAC, ESSO, GFPT, GLOW, GUNKUL, HANA, HMPRO, INTUCH, ITD, IVL, KCE, LH, MAKRO, MBKET, MINT, OISHI, PM, SCCC, SMT, SPALT, STANLY, STEC, SVI, TCAP, THCOM, THRE, TICON, TRUE, TTW , TUF
AEONTS, AH, BLA, CCET, JMART, KTC, LHBANK, MAJOR, RCL, ROJNA, SIRI, TPIPL

SCB SECURITIES COMPANY LIMITED (“SCBS”) ACTS AS MARKET MAKER AND ISSUER OF DERIVATIVE WARRANTS on the
ordinary shares of ADVANC, BANPU, BAY, BBL, BCP, BEC, BGH, BJC, BTS, DTAC, HMPRO, IVL, JAS, KBANK, KK, KTB, PS,
PTTEP, PTTGC, SCC, TCAP, THAI, TISCO, TMB, TOP.

Before making an investment decision over a derivative warrant, an investor should carefully read the prospectus
for the details of the said derivative warrants. Any opinion, news, research, analyse, price, statement, forecast,
projection and/or other information contained in this document (the “Information”) is provided as general purpose
information only, and shall not be construed as a recommendation to any person of an offer to buy or sell, or the
solicitation of an offer to buy or sell, any securities. SCBS and/or its directors, officers, employees, and agents shall
not be liable for any direct, indirect, incidental, special or consequential loss or damage, resulting from the use of,
or reliance on, the Information, including without limitation, damages for loss of profits. The investor should use
the Information in association with other information and opinion, including his/her own judgment in making
investment decision. The Information is obtained from sources believed to be reliable, and SCBS cannot guarantee
the accuracy, completeness and/or correctness of the Information.

SCBS reserves the right to modify the Information from time to time at its sole discretion without giving any notice.
This document is delivered to intended recipient(s) only and is not permitted to reproduce, retransmit, disseminate,
sell, distribute, republish, circulate or commercially exploit the Information in any manner without the prior written
consent of SCBS.

N/A AAV, BCH, BGH, CPNRF, NOK, NWR, POPF, QHPF, SSI, TFUND, TLOGIS, WHA, WHAPF

Corporate Governance Report 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 for 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 base on inside information.
The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that date. SCB Securities Company Limited does not conform nor certify the accuracy of such survey result.
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