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Section 1
Long-Term Fixed income Overview
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B
THB Long-term Fixed Income Market Outlook (Supply)
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L
Target Investors

Thai institutional investors can be categorized into 4 different groups with different investment
preferences:

** Mutual / Private Funds: Usually invest in shorter end of the curve with their investment
horizon up to 5-year tenors (however most of them looking for 3-year tenors.

¢+ Saving / Co-op: Usually invest in longer tenor with main focus on 5 — 7 years tenors

+ Banks / Financial Institutions: Usually invest up to 7-year tenors depending on risk/return
profile of their investments

+* Issuance Companies: Focus on long tenor investment (7-year and above) to match their
asset profile and gain high absolute return

Investor Groubs Mutual / Private Saving / Co-o Banks / Financial Issuance
P Funds g P Institutions Companies
Preferred Tenors Up to 5 years 5—7 years Up to 7 years 7 years and above
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Corporate Bond Market

Volume of each Rating

June 2016
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L
Target Investors

Thai investors would typically make their investment decisions based on parameters defined in
their investment mandate:

R

i Institutional Investors: Usually invest in investment grade: AAA, AA, A, BBB.

* Retail Investors: Usually invest in investment grade and some non — investment grade:
BBB, BB

L)

% Hedge Funds: Focus on high yields so usually invest in non — investment grade and
default: B, C, D

AAA
AA Institutional Investors
Investment Grade
A
BBB
Retail Investors
BB
B Non - Investment Grade

C Hedge Funds

D Default
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THB Long-term Fixed Income Market Outlook (Demand)

M Private Fund NAV mLife Policy Reserves Retirement Investments .EUHIHLNII!T‘I :l)A\l B Household Savings
- Total saving still growth ;
- Household saving continuously -

growth at the decreasing rate

- Life policy reserve continue to gain
higher portion and have strong
growth in 2015

- Lifer is a major player for the long
end fixed income market
- House hold become yield seeker

2 CIMB| 7

14,000,000
12,000,000
10,000,000
8,000,000
6,000,000
4,000,000

2,000,000 ~

80
70
60
50
40
30
20

w10

m Private Fund Proportion
100’&IMutuaI Fund Proportion
9
8
7
6
5

il

E

K

E

£

g

g

]

§

]

4
2.6
& 8_1410.0210-791

0.01 1.06 1.26 1.30 1.48 1.73

m Insurance Proportion
m Household Saving Proportion

126

perstiith

015.2116586 L 7.3987989% g0 7.008:1
3.7214.7015. B Y

t

Household Savings and Investments Proportion 1992-2016

Retirement Investments Proportion

Jan?a?

PR
R N

JCQC I S I AR I G A S -




Section 2
Alternative Investment Via Securitization
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Securitization History

Total Issuance

M Auto
M Credit Card
 Mortgage

E Rental

Total Outstanding

30%

M Rental

H Mortgage

Total
31,540.00

Outstanding

10,775.00 -
10,660.00 8,975.14
23,999.90 20,499.90

Total issuance are around THB8O0 bil.

Auto loan enjoy biggest portion from past.
Only rental and mortgage deal outstanding
publicly present in the market (credit card
deal is private sell to parent company)
Only 2 issuers in the market DADSPV and
SMC
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Residential Mortgage Loan and Secondary Mortgage Opportunities

Residential Mortgage Loan Outstanding Residential Mortgage Loan compare to SMC’s portfolio
1,940,000.00

1,921,929.21
1,920,000.00

1,908,917.01 1,910,635.86
1,900,000.00
1,897,050.51
1,880,000.00 L8715991.61 ,99%
W Commercial Bank

1,860,000.00 185420159

1,848,607.07 W SMC
1,840,000.00 -

24,878.70,

1,820,000.00 - 1%
1,800,000.00 - : : : . .

Unit : THB Million
Jan2016p Feb2016p Mar2016p  Apr2016p  May2016p June2016p

Source: Bank of Thailand Source: Bank of Thailand, SMC

A CIMB| 10



L S
Transaction Structure — Set Up

r _— —_— _— —_— _— —_— _— —_— _— —_— _— 1
| _ |
i Commercial Bank |
I < Sell mortgage portfolio |
I I
| |
l Obligors I
L —_— _— —_— _— —_— _— —_— —_— _— —_— I
Loan Repayment
terms
Cash &
Deferred Bond
SMC %9 SPV %9 Investors
Sale of Cash
Receivables

SMC sells receivables to an
SPV, for cash and deferred
consideration with future
buyback obligation

SPV issues MBS by the
receivables to pay the
cash portion of the
purchase price

R e <

SMC as the Liquidity Provider
step in for any short fall
payment
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Past Securitization Obstacles

Pricing for the first transaction is high compare to plain vanilla bond.

No investor for the equity tranche. J

==l The potential issuers (commercial banks) focused on asset growth strategy. J
== High set-up cost i.e. Legal fee J
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Changing Credit RWA Principle
Unused Credit Line, High LTV Home Loan & Equity Require More Capital

New BASEL Framework for Home Loan

Higher RWA of “Home i = Home loan with LTV >80%
Loan” are subjected to higher
| %RWA
Key message: pell EY HL LTV >80%
“Low LTV, low risk 60 | subject tohigher = 9%6RWA from origination
so I 35 date

New : LTV >100% RW counterparty
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Securitization Development

e Introducing of new regulatory will encourage commercial banks to sell down their assets
e Upcoming Trust Law will allow transaction more flexible

Regulatory
N\
e Investors become yield seeker in very low interest environment
* Market adoption (securitization will become more regular over time)
J
N\
e Variety of asset classes
e Enlarge Assets Pool in term of tenure and diversification
J
N
® Repeated transaction will allow cost to came down
J
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B
Case study SMC MBS

r-H—-=—=-=-=-"="="="=="=========== |

I I

| |

| 1
MBSC16DA |AA-(sf) |25-Dec-18 130 1,500.00 31 4.28
MBSD199A |AA-(sf) |23-Sep-14 126 3,200.00 5/1 4.25
MBSE20NA [AA-(sf) |24-Nov-1 110 5,000.00 5/ 3.35
. Loner tenure S '
- Larger issue size
. Tighter Spread
. Schedule Amortization

Market trend

. Longer tenure support by larger asset pool
. Larger amortization portion due to longer issuing term
 Tighter Spread overtime
. Fully Pass-through structure
- Have to develop proper MTM model for Institution Investor
- HNW investors are potential investors but need to improve their knowledge
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L
Summary:

* Long-term fixed income issuance growing both size and longer tenure mix.

* Long-term investors still have liquidity and willing to expose to longer tenure and/or more
sophisticated assets to seek for return.

* Alternative investments i.e. Securitization, MBS etc. still have structural premium, but the
trend is improving.

* With the new regulatory framework, commercial banks are encouraging to reconsider
selling out some of their assets which will be a benefit for securitization instruments.

* Low interest rate environment and credit concentration in Thai bond market are positive
factors for securitization paper.
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