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Not a good outlook for motorcycle sales
What's going on?

» We came away from yesterday’s opportunity day with a neutral view of TK’s

outlook. Management maintained its 2016E loan growth target of 5% based on
a 2% increase in domestic motorcycle sales. However we estimate lower loan
growth of 4% to reflect weak farm incomes due to the drought and pressure
from high household debt. We believe TK is too optimistic regarding regional
expansion unless carried out via M&A’s in larger markets. We also see no room
to lower provisioning expense as it did in 2015. Thus, we expect a flat net profit
of Bt425mn in 2016E vs Bt408mn in 2015.

Impact

» Good start on Jan 2016 sales, but a moderate outlook. TK recorded net

loans of Bt7.25bn in 4Q15, down 7% YoY and 0.7% QoQ. Loans contracted for
the eighth consecutive quarter. Management expects loan growth of 5% for
2016E as it believes that the subdued motorcycle market during the past three
years is over with expected sales in 2016 of 1.7mn units (+2%). Monthly
motorcycle sales in January stood at 160,585 units (+12% YoY), and TK sees
good momentum on 2M16 operations. However, we are more conservative with
a loan growth estimate of 4% due to continued high household debt and the
severe effect of drought that will depress agricultural product prices.

Too optimistic over regional expansion. Management maintained its five-
year target to shift its loan structure to a 50%/50% contribution from
Thailand/overseas. As of 4Q15, TK’s loans in Cambodia and Laos accounted for
less than 1% of total loans. Given limited information provided by management,
we believe that in order for TK to achieve the target, it should expand in larger
markets in Asean such as Vietnam, Indonesia and Myanmar via M&As due to the
company’s slow standalone expansion. Its current low D/E ratio of 0.92x provides
room for TK to increase gearing to finance M&As.

Quarterly provisions not lower from 2015 level. TK’s high profit growth of
100% in 2015 was supported by low provisioning expense mainly due to write-
offs of bad debt in the past. Going forward, we believe TK will not be able to
reduce provisioning expense lower than Bt200mn per quarter as in 2015.

Recommendation

» We maintain an Underperform rating on TK with a target price of Bt8.50 due to

the moderate outlook for domestic motorcycle sales and slow regional expansion.

» The stock is current trading at a one-year forward PER of 11.9x and PBV of 1.1x
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Fig 1 TK’'s 4Q15 loan structure
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Fig 2 Monthly motorcycle sales — a good start in Jan
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General Disclaimer

This document is prepared by Kasikorn Securities Public Company Limited ("KS”). This document has been prepared for individual clients of KS only and must
not, either in whole or in part, be copied, photocopied or duplicated in any form or by any means or distributed to any other person. If you are not the
intended recipient you must not use or disclose the information in this research in any way. If you received it in error, please immediately notify KS by return
e-mail and delete the document. We do not guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by
any other person.

This document, including information, data, statements, forecasts, analysis and projections contained herein, including any expression of opinion, is based on
public available information or information obtained from sources believed to be reliable, but KS does not make any representation or warranty on, assumes
no responsibilities for nor guarantees the accuracy, completeness, correctness or timeliness of such information. KS accepts no obligation to correct or update
the information or opinions in it. The statements or expressions of opinion herein were arrived at after due and careful consideration and they were based
upon such information or sources then, and in our opinion are fair and reasonable in the circumstances prevailing at the time. The information or expressions
of opinion contained herein are subject to change without notice.

Nothing in this document shall be construed as an offer or a solicitation of an offer to buy or sell any securities or products, or to engage in or refrain from
engaging in any transaction. In preparing this document, KS did not take into account your specific investment objectives, financial situation or particular
needs. This document is for your information only and is not to be taken in substitution for the exercise of your judgment. KS salespeople, traders and other
professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions which are contrary to the opinions
expressed in this document. Before making an investment decision on the basis of this document, you should obtain independent financial, legal or other
advice 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 any use of or reliance upon this document and/or further communication given in relation to this document.

Any valuations, opinions, estimates, forecasts, projections, ratings or risk assessments herein constitute a judgment as of the date of this document, and
there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, projections, ratings or risk
assessments. Any valuations, opinions, estimates, forecasts, projections, ratings or risk assessments described in this document were based upon a number
of estimates and assumptions and are inherently subject to significant uncertainties or contingencies. It can be expected that one or more of the estimates on
which the valuations, opinions, estimates, forecasts, projections, ratings or risk assessments were based will not materialize or will vary significantly from
actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, projections, ratings or risk assessments described herein is not to be
relied upon as a representation and/or warranty by KS (i) that such valuations, opinions, estimates, forecasts, projections, ratings or risk assessments or their
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
and the Market of Alternative Investment disclosed to the public and able to be accessed by a general public investor at http://www.thai-
iod.com/en/publications-detail.asp?id=170 . 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. KS does not confirm nor certify the accuracy of such survey result.

Structured Notes and Derivative Warrants Disclaimer

KS may be the issuer of structured notes on these securities.
KS acts as market maker and issuer of Derivative Warrants ("DWs") on the underlying stocks listed below. Investors should carefully read the details of the
DWs in the prospectus before making any investment decisions.

DWs Underlying Stocks: AAV, ADVANC, AOT, AP, BA, BANPU, BBL, BCP, BDMS, BH, BLAND, BTS, CENTEL, CK, CPALL, CPF, CPN, DELTA, DTAC, EPG, GLOBAL,

GUNKUL, HANA, HMPRO, INTUCH, IRPC, ITD, IVL, JAS, KCE, KTB, KTC, LH, LPN, MAJOR, MINT, PS, PTT, PTTEP, PTTGC, QH, ROBINS, SAMART, SAWAD, SCB,
SCC, SPALL, SPCG, STEC, STPL, SVI, TASCO, THCOM, TMB, TOP, TPIPL, TRUE, TTA, TTCL, TU, UNIQ, VGI and WHA
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