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Disclaimer 

The English translation of the Independent Financial Advisor’s Report has been prepared solely for the 

convenience of foreign shareholders of LH Financial Group Public Company Limited and should not be relied 

upon as the definitive and official Independent Financial Advisor’s Report. The Thai Version of the 

Independent Financial Advisor’s Report is the definitive and official in the event of any inconsistency with the 

English translation.   
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Glossary 

SEC The Office of the Securities and Exchange Commission 

The Company or LHFG LH Financial Group Public Company Limited 

SET The Stock Exchange of Thailand 

Independent Financial Advisor or IFA Asia Plus Advisory Co., Ltd. 

CTBC or Waiver CTBC Bank Co., Ltd. 

DDM Dividend Discounted Model Approach 

FSC Financial Supervision Commission of Taiwan 

LH Land and Houses Public Company Limited 

LH Advisory Land and Houses Advisory Co., Ltd. 

LH Bank Land and Houses Bank Public Company Limited 

LH Fund Land and Houses Fund Management Co., Ltd. 

LH Securities Land and Houses Securities Public Company Limited 

MOEAIC Ministry of Economic Affairs Investment Commission 

QH Quality Houses Public Company Limited 

P/BV Price to book value ratio 

P/E Price to earnings ratio 

PP Private Placement 

SHA Shareholders Agreement dated 8 June 2016 

SSA Share Subscription Agreement dated 8 June 2016 

Whitewash The waiver from the requirement to make a tender offer for 
all Securities of the business by virtue of the resolution of the 
shareholders’ meeting of the business 

NIM  Net Interest Margin 

NTA  Net Tangible Assets 
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Date  3 May 2017 

Subject Opinion of Independent Financial Advisor on the waiver from the requirement to make a tender offer 
for all securities of the business by virtue of the resolution of the shareholders’ meeting of the 
business (Whitewash)  

To Shareholders 

 LH Financial Group Public Company Limited 

References: 1) Resolutions of the Board Meeting of LH Financial Group Public Company Limited no. 6/2017 
held on 23 May 2017 

2) Shareholders Agreement dated 8 June 2016 

3) Share Subscription Agreement dated 8 June 2016 and the Amendment to the Share 
Subscription Agreemnt dated 23 December 2016 

4) (Draft) Form for Shareholders’ Meeting Resolution to Approve Acquisition on New Securities 
without Requirement to Make a Tender Offer for All Securities of the Business (Form 247-7) 

5) Capital Increase Report Form (F53-4) 

6) 2016 Annual Report (Form 56-1) of LH Financial Group Public Company Limited  

7) Audited Consolidated Financial Statements of LH Financial Group Public Company Limited as 
of 31 December 2016 

8) Reviewed Consolidated Financial Statements for three-month period of LH Financial Group 
Public Company Limited as of 31 March 2017 

Regarding the resolutions of the Board Meeting of LH Financial Group Public Company Limited (“LHFG”) No. 
6/2017 held on 23 May 2017, the Meeting approved to seek the Shareholders’ Meeting approval for issuance 
and allotment of 7,544,961,342 newly issued shares with THB 1.0 of par value per share. The new ordinary 
shares will be offered via private placement to CTBC Bank Co., Ltd. (“CTBC” or “Waiver”) at the offering 
price of THB 2.20 per share equivalent to share issuance and allotment of THB 16,598.9 million.                                  
The purpose of this transaction is to expand the businesses of Land and Houses Bank Public Company 
Limited (“LH Bank”). After this private placement, CTBC will hold 35.6% of LHFG’s total voting rights and 
CTBC has an obligation to make a Tender Offer for all of LHFG’s securities as prescribed in the Notification 
of Capital Market Supervisor Board No. Thor Jor. 12/2554 Re: Rules, Conditions, and Procedures for the 
Acquisition of Securities for Business Takeovers and the relevant amendments. CTBC wishes to apply for a 
waiver from the requirement to make a tender offer for all securities of the business by virtue of the 
resolution of the shareholders meeting of the business (“Whitewash”) pursuant to the Notification of Office of 
the Securities and Exchange Commission No. Sor Chor 36/2546 Re: Rules for the Application for a Waiver 
from the Requirement to Make a Tender Offer for All Securities of the Business by Virtue of the Resolution of 
the Shareholders Meeting of the Business and the relevant amendments. 
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LHFG has appointed Asia Plus Advisory Co., Ltd. as its independent financial advisor (“IFA”) to express 
opinion regarding the Whitewash.  

In preparing this report, the IFA has considered relevant information with cautiousness and appropriateness 
as the professional by concerning the benefits of shareholders. This report is based on the public information, 
the industry analysis, those information obtained from LHFG including management interview. However, the 
IFA cannot guarantee the correctness and completeness of the information obtained from LHFG. 
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1. Executive Summary 

The Board Meeting of LH Financial Group Public Company Limited (“LHFG”) No. 4/2016 on 29 March 2016 
has approved to enter into the MOU in relation to Share Subscription Agreement with CTBC Bank Co., Ltd. 
(“CTBC” or “Waiver”) for the purpose of forming strategic alliance in expanding the businesses of Land and 
Houses Bank Public Company Limited (“LH Bank”). The Board Meeting of Land and Houses Public Company 
Limited (“LH”) and the Board Meeting of Quality Houses Public Company Limited (“QH”), held on on 29 
March 2016, approved LH and QH to enter into the MOU in relation to Shareholders Agreement with CTBC. 
On 8 June 2016, LHFG and CTBC have entered into the Share Subscription Agreement (“SSA”) and LH, QH 
and CTBC have entered into the Shareholders Agreement (“SHA”). On 23 December 2016, LHFG and CTBC 
have entered into the amendment of the SSA to extend the share subscription period from 31 December 
2016 to 30 September 2017. The important investment conditions are: 

 LHFG issues and allots new ordinary shares of 7,544,961,342 shares with THB 1.0 of par value per 
share to CTBC at the offering price of THB 2.20 per share or equivalent to share issuance and offering 
of THB 16,598.9 million. After this private placement, CTBC will become a major shareholder with 35.6% 
interest in LHFG’s total voting rights, which is equal to the total interests held by LH (21.9%) and QH 
(13.7%). 

 THB 16,598.9 million, the proceeds of this capital increase, will be used for expanding the businesses of 
LH Bank, a 99.9% subsidiary of LHFG. CTBC will help develop three New Businesses, which are           
(1) Wealth Management (2) Trade Finance and (3) Digital Banking. Nevertheless, all business plans 
which are related to new businesses must be approved by the Board of Directors of LH Bank and related 
regulators. 

 The entitlement of CTBC in nominating directors is divided into 2 phases. 

– Phase 1: After CTBC has paid for subscribed shares and become the major shareholder by holding 
35.6% interest in LHFG. 

– Phase 2: After LH Bank has commenced the development of the New Businesses. 
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Directors Present 1stPhasea 2ndPhaseb 
Directors of LHFG    
Nominated by LHFG 9 6 6 
Nominated by CTBC - 3 5 
Number of Directors 9 9 11 
Directors of LH Bank    
Nominated by LHFG 10 7 6 
Nominated by CTBC - 3 5 
Number of Directors 10 10 11 

Remark 
a. Directors nominated by CTBC consist of 2 directors and 1 independent director 
b. Directors nominated by CTBC consist of 3 directors and 2 independent directors 

 Key Conditions Precedent: 

- CTBC agrees that LHFG will pay cash dividend of THB 0.033 per share in 2016. 
- CTBC has been granted the approvals from both Taiwanese and Thai regulators to enter into this 

transaction.  
- LHFG has been granted the approvals from its Board of Directors, its Shareholders’ Meeting and 

regulators to enter into this transaction. 
- There is no material adverse change relevant to the business or financial status of LHFG and CTBC. 

On 7 March 2017, LHFG has been informed that the Financial Supervisory Commission Official (FSC), which 
is the financial institution regulator in Taiwan, has approved CTBC to become a partner with LHFG by 
purchasing LHFG’s shares. On 29 March 2017, LHFG has been informed that the Ministry of Economic 
Affairs Investment Commission (MOEAIC), which is the Economic and Investment regulator in Taiwan, has 
approved CTBC to become a partner with LHFG by purchasing LHFG’s shares. The Board Meeting of LHFG 
No. 6/2017 held on 23 May 2017 approved to seek the Shareholders’ approval on Whitewash and other 
related issues as summarized below. 

 Considering to approve the issuance and allotment of 7,544,961,342 newly issued shares with the par 
value of THB 1.0 per share to CTBC which is considered as the Private Placement pursuant to the 
Notification of Capital Market Supervisor Board No. Thor Chor. 72/2558 Re: Private Placement.                       
The offering price is set at THB 2.20 per share or equivalent to the share issuance and offering of THB 
16,598.9 million. The offering price is not considered as low price whereby the market price means the 
weighted average share price during 7-15 consecutive business days prior to the date that the Board 
Meeting has passed a resolution to seek Shareholders’ approval on the private placement, i.e., between 
28 April 2017 and 22 May 2017 and the market price is THB 1.75. 

 Furthermore, after the private placement, CTBC will hold 35.6% of LHFG’s total voting rights and CTBC 
has an obligation to make a Tender Offer for all of LHFG’s securities as prescribed in the Notification of 
Capital Market Supervisor Board No. Thor Jor. 12/2554 Re: Rules, Conditions, and Procedures for the 
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Acquisition of Securities for Business Takeovers and the relevant amendments. CTBC wishes to apply 
for a waiver from the requirement to make a tender offer for all securities of the business by virtue of the 
resolution of the shareholders meeting of the business (“Whitewash”) pursuant to the Notification of 
Office of the Securities and Exchange Commission No. Sor Chor 36/2546 Re: Rules for the Application 
for a Waiver from the Requirement to Make a Tender Offer for All Securities of the Business by Virtue of 
the Resolution of the Shareholders Meeting of the Business and the relevant amendments. 

 For approving the transaction, the resolution of Shareholders’ meeting on 12 July 2017 shall comprise 
the votes of not less than three fourths of total voting rights of the shareholders attending the meeting 
and having the right to vote. Moreover, the transaction must be approved by all related Thai and 
Taiwanese regulators. 

Summary of IFA’s Opinion  

IFA is of the view that the Whitewash is reasonable because: 

– CTBC is the 4th largest financial institution of Taiwan with extensive experience and expertise in 
providing financial services. Hence, the private placement will create long term value for LHFG and 
its shareholders such as the expansion of custmore base, the offering of new products and services, 
the development of new technology to support services. This will enable the Company to provide 
suitable products and services to customers, to respond quickly to the change of customer 
preferences, to enhance its competitiveness in ASEAN region, and to strengthen LHFG image. 

– THB 16,598.9 million capital increase will strengthen the financial status and enable LH Bank to be 
ready for the probable stricter capital requirement. After the private placement, the common equity 
tier 1 (CET1) of LH Bank will be increased from 10.6% at the end of 2016 to 20.0%. 

– This capital injection has no interest. LH Bank will not only be able to quickly expand its customer’s 
loan base but also be able to participate in syndicated loans as an access to big corporate loans. 

– CTBC client network will help expand LH Bank’s trade finance. 

– International knowledge transfer will enhance the capability of LH Bank’s personnel. 

– The offering price of THB 2.20 per share, which is not considered to be less than 90% of the market 
price, is appropriate because the offering price falls in fair price range between THB 1.69 – 2.48 per 
share. LHFG share valuations of various methodologies are follow. 
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Valuation Method 
Appropriate/ 

Not 
Appropriate 

Valuation 
Price 

Valuation Price 
plus 25% Control 

Premium 
(THB/Share)1/ 

Valuation Price Is Higer (Lower) 
than the Offering Price to CTBC 

  (THB/Share) (THB/Share) % 

1. Book Value Not 
Appropriate 

1.53 n.a. (0.67) (30.5) 

2. Adjusted Book Value Not 
Appropriate 

1.53 n.a. (0.67) (30.5) 

3. Market Price Appropriate 1.76 – 1.79 2.20-2.24 0.00-0.04 0.0 - 1.60 
4. Industry Multiples      

1) P/E Not 
Appropriate  

2.19 - 2.24 2.74 - 2.80 0.54 - 0.60 24.5 - 27.4 

2) P/BV Appropriate 1.94 - 1.98 2.42 - 2.48 0.22 - 0.28 10.1 - 12.7 
5. Precedented Transaction Not 

Appropriate 
There is no comparable transaction. 

6. Dividend Discount Model (DDM) Appropriate 1.35 1.69 (0.51) (23.2) 
1/ After the transaction, CTBC will hold 35.6% of total voting rights which is enable CTBC to object the resolution that needs 
the votes of not less than three fourths of total voting rights. IFA shall then add 25% control premium to the values assessed by 
methods 3, 4 and 6. For methods 1 and 2, no addition has been made since control premium has already been reflected in the 
assessed values of these methods. 25% control premium is the reciprocal of 20% minority discount which is referred to the 
minority discount range shown on Value a Business of Shannon P. Pratt. 

– IFA is of the opinion that the Market Price, P/BV and DDM are appropriate. The range of fair price is 
THB 1.69 to 2.48 per share.  

– The terms and conditions of this transaction are appropriate because they reflect normal business 
conditions required in forming a strategic alliance which will help smooth the operations. There will 
be no change of key operating policies. Although CTBC will have equal shareholding to the 
combined shareholding of LH and QH (35.6%), IFA is of the opinion that the existing management of 
LHFG still has control over the businesses since most of the Board members are nominated by 
existing shareholders. However, 35.6% shareholding will enable CTBC to object certain resolutions, 
such as the change of capital, the amendment of the Memorandum of Association, the 
acquisition/disposition of assets, the connected transaction that needs shareholders’ approval, and 
the merger and acquisiton. 

As mentioned above, IFA is of opinion that this transaction has more advantages than disadvantages; 
hence, LHFG’s shareholders should vote for the private placement to CTBC and Whitewash. 
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2. Characteristics of the Transaction 

2.1. Objective of the Transaction 

To be one stop financial service providers, LH Financial Group Public Company Limited (“the Company” or 
“LHFG”) allies with CTBC Bank Co., Ltd. (“CTBC” or “Waiver”) for banking business collaboration to 
strengthen the businesses of Land and Houses Bank Public Company Limited (“LH Bank”) with CTBC’s 
expertise on (a) Retail Banking by focusing on Wealth Maangement and Digital Banking and (b) Corporate 
Banking by focusing on Trade Finance. Such business developments will enable LH Bank to expand its client 
base abroad, especially Taiwanese and Japanese. The application of modern technology will help LH Bank 
to be fully capable in providing digital banking services and enhancing clients’ satisfaction. These strategies 
shall strengthen LH Bank’s competitiveness and be ready for AEC. 

The Board Meeting of LHFG No. 4/2016 on 29 March 2016 has approved to enter into the MOU in relation to 
Share Subscription Agreement with CTBC for the purpose of forming strategic alliance in expanding the 
businesses of LH Bank. The Board Meeting of Land and Houses Public Company Limited (“LH”) and the 
Board Meeting of Quality Houses Public Company Limited (“QH”), held on on 29 March 2016, approved LH 
and QH to enter into the MOU in relation to Shareholders Agreement with CTBC. On 8 June 2016, LHFG 
and CTBC have entered into the Share Subscription Agreement (“SSA”) and LH, QH and CTBC have 
entered into the Shareholders Agreement (“SHA”). On 23 December 2016, LHFG and CTBC have entered 
into the amendment of the SSA to extend the share subscription period from 31 December 2016 to 30 
September 2017. 

On 7 March 2017, LHFG has been informed that the Financial Supervisory Commission Official (FSC), which 
is the financial institution regulator in Taiwan, has approved CTBC to become a partner with LHFG by 
purchasing LHFG’s shares. On 29 March 2017, LHFG has been informed that the Ministry of Economic 
Affairs Investment Commission (MOEAIC), which is the Economic and Investment regulator in Taiwan, has 
approved CTBC to become a partner with LHFG by purchasing LHFG’s shares. The Board Meeting of LHFG 
No. 6/2016 held on 23 May 2017 approved to seek the Shareholders’ approval on issuance and allotment of 
newly issued 7,544,961,342 shares with THB 1.0 of par value per share. The shares will be allotted to CTBC 
at the offering price of THB 2.20 per share or equivalent to capital increase of THB 16,598.9 million. After the 
transaction, CTBC will become a major shareholder by holding 35.6% of total voting rights, which is equal to 
the combined shareholding of LH (21.9%) and QH (13.7%). 
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Shareholding Structure of LHFG pre- and post-transaction 

 
Source:  Shareholder List of LHFG as of 7 March 2017. 

 Pursuant to the SSA and SHA, the entitlement of CTBC in nominating directors is divided into 2 phases. 

– Phase 1: After CTBC has paid for subscribed shares and become the major shareholder by holding 
35.6% interest in LHFG. 

– Phase 2: After LH Bank has commenced the development of the New Businesses. 

Directors Present 1stPhasea 2ndPhaseb 
Directors of LHFG    
Nominated by LHFG 9 6 6 
Nominated byCTBC - 3 5 
Number of Directors 9 9 11 
Directors of LH Bank    
Nominated by LHFG 10 7 6 
Nominated byCTBC - 3 5 
Number of Directors 10 10 11 

Remarks 
a) Directors nominated by CTBC consist of 2 directors and 1 independent director 
b) Directors nominated by CTBC consist of 3 directors and 2 independent directors 

After the private placement, CTBC will hold 35.6% of LHFG’s total voting rights and CTBC has an obligation 
to make a Tender Offer for all of LHFG’s securities as prescribed in the Notification of Capital Market 
Supervisor Board No. Thor Jor. 12/2554 Re: Rules, Conditions, and Procedures for the Acquisition of 
Securities for Business Takeovers and the relevant amendments. Without an intention to change LHFG’s 
existing businesses, CTBC wishes to apply for a waiver from the requirement to make a tender offer for all 
securities of the business by virtue of the resolution of the shareholders meeting of the business 
(“Whitewash”) pursuant to the Notification of Office of the Securities and Exchange Commission No. Sor Chor 
36/2546 Re: Rules for the Application for a Waiver from the Requirement to Make a Tender Offer for All 
Securities of the Business by Virtue of the Resolution of the Shareholders Meeting of the Business and the 
relevant amendments.  

Pre-Transaction 
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For approving the transaction, the resolution of Shareholders’ meeting on 12 July 2017 shall comprise the 
votes of not less than three fourths of total voting rights of the shareholders attending the meeting and having 
the right to vote. Moreover, the transaction must be approved by all related Thai and Taiwanese regulators. 

As CTBC is not considered as a connected person of the Company, the issuance and allotment of newly 
issued ordinary shares are not deemed as entering into a connected transaction as prescribed in the 
Notification of the Capital Market Supervisory Board No. Tor Jor 21/2551 Re: Rules on Connected 
Transactions, dated 31 August 2008, and the Notification of the Board of Governors of the Stock Exchange 
of Thailand Re: Disclosure of Information and Other Acts of Listed Companies Concerning Connected 
Transactions, B.E. 2546 (2003), dated 19 November 2003 (as amended). 

2.2. Transaction Date 

LHFG expects that the transaction will be excecuted after obtaining shareholders’ approval from the 
Shareholders’ Meeting No. 1/2017 to be held on 12 July 2017 and the transaction is expected to be 
completed within 2017. 

2.3. Relationship 

Seller : LHFG 

Buyer : CTBC 

Type of Securities : Newly issued ordinary 7,544,961,342 shares at par value of THB 
1 per share 

Post-Transaction Shareholding : CTBC will hold 35.6% of total voting rights, which is equal to the 
combined shareholding of LH (21.9%) and QH (13.7%) 

Offering Price : THB 2.20 per share or equivalent to capital increase of THB 
16,598.9 million. The offering price is higher than the market 
price of THB 1.75 per share which is the weighted average price 
during 15 consecutive business days before the date that the 
Board Meeting has approved to seek for shareholders’ resolution 
(during 28 April 2017 –22 May 2017). The offering price of THB 
2.20 per share is higher than the market price by THB 0.45 per 
share; hence, the offering price is not considered to be low price. 
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Relationship between the Seller and 
the Buyer 

: As of the date of this report, CTBC has no relationship with 
LHFG and LH Bank. 

Nevertheless, after the transaction, CTBC will become a major 
shareholder with 35.6% shareholding. CTBC will be entitled to 
nominate 3 LHFG directors (out of 9 directors) after CTBC has 
paid for share subscription (Phase 1) and 5 LHFG directors (out 
of 11 directors) after new businesses have been developed 
(Phase 2) 

CTBC’s Information : Please see Clause 12 

2.4. Material Terms of the Agreements 

Share Subscription Agreement 

Parties : 1) LHFG (Seller) 

2) CTBC (Buyer) 

Agreement Date : June 8, 2016 

Type of Securities : Newly issued ordinary 7,544,961,342 LHFG shares at par 
value of THB 1 per share. Each ordinary share has one 
voting right. 

Post-Transaction Shareholding : CTBC will hold 35.6% of total voting rights, which is equal to 
the combined shareholding of LH (21.9%) and QH (13.7%) 

Offering Price : THB 2.20 per share or equivalent to capital increase of THB 
16,598.9 million 

Purpose of Utilizing Proceeds : The proceeds from this transaction will be used for 
expanding LH Bank’s businesses only. LHFG will increase 
capital of LH Bank with the proceeds from this transaction 
within 3 months after the transaction has been completed. 

New Businesses to be Developed by 
CTBC 

: CTBC will support LH Bank in developing three new 
businesses: (1) Wealth Management, (2) Trade Finance,  
and (3) Digital Banking. Such new business development 
must be approved by Board of Directors of LH Bank and 
relevant regulators. 
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Key Pre-Completion Obligations :  CTBC agrees that LHFG will pay cash dividend of THB 
0.033 per share in 2016. Besides such cash dividend, 
LHFG shall not declare, set as a reserve, or pay 
dividend or any other similar acts 

 LHFG must not change the Company’s Articles of 
Association 

 LHFG must not issue, offer, acquire, buyback, dispose or 
redeem shares or any securities of LHFG or LH Bank  

 LHFG must not split or combine or reclassify shares 

 LHFG must not proceed on any activities, which will 
affect the changing or cancellation of any contracts 
including any license, which have impacts on businesses 
and assets of LHFG and LH Bank. 

 LHFG must not change the remuneration policy for 
LHFG’s staffs. 

Key Conditions Precedent :  No material adverse effect on the business and financial 
status to both LHFG and CTBC.  

 CTBC obtains the approval from relevant Thai and 
Taiwanese regulators  

 LHFG obtains the approval from the Shareholders’ 
Meeting and relevant regulators 

Termination : The contract will be terminated in any of the following 
circumstances:  

 Any parties commit a material breach of this agreement 
and such breach cannot be remedied or not be remedied 
in the appropriate time or cannot be exmpt.  

 If the share subscription is not executed within 31 
December 2016 

 In the event that both parties agree to terminate this 
contract 

Governing Law : Law of Thailand 
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Dispute Resolution : If any dispute arises out of the agreement, the Company and 
CTBC shall try to resolve the dispute first. In case such 
dispute is not resolved within 60 days, it shall be referred to 
arbitration under the arbitration rules of Singapore. 

Amendment to the Share Subscription Agreement 

Parties : 1) LHFG (Seller) 

2) CTBC (Buyer) 

Agreement Date : 23 December 2016 

Key Context :  Extend the Long Stop Date from within 31 December 
2016 to within 30 September 2017 

   Add following termination events which shall effect the 
immediate termination once incurred:   

a) The approval from FSC for CTBC’s subscription of 
LHFG shares has not been obtained by 31 March 
2017; 

b) The approval from the Investment Commission of 
Taiwan for CTBC’s subscription of LHFG shares has 
not been obtained within 2 months after CTBC’s 
receipt of the FSC approval; or 

c) The transaction has not completed within the Long 
Stop Date of 30 September 2017 

Shareholders Agreement 

Parties : 1) LH 

2) QH 

3) CTBC 

Agreement Date : 8 June 2016 

Key Context : Parties agree on the important conditions such as the 
nomination of directors, management positions, business 
management, and right of first refusal 
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Directors of LHFG and LH Bank : As long as CTBC holds at least 35.6% shareholding in 
LHFG, CTBC will be entitled to nominate directors of LHFG 
and LH Bank. Number of directors to be nominated by 
CTBC can be separated to 2 phases: 

 Phase 1 CTBC will nominate 3 LHFG directors (2 
directors and 1 independent director) from total 9 LHFG  
directors.  

In addition, CTBC will nominate 3 LH Bank directors (2 
directors and 1 independent director) from total 10 LH 
Bank directors. 

 Phase 2 After new businesses have been developed 
and any business starts to operate 

CTBC will nominate 5 LHFG directors (3 directors and 2 
independent directors) from total 11 LHFG directors. 
In addition, CTBC will nominate 5 LH Bank directors (3 
directors and 2 independent directors) from total 11 LH 
Bank directors. 

 Nevertheless, in the event that the CTBC’s shareholding 
in LHFG decreases, the right of CTBC to nominate 
directors shall be changed in proportion to its then 
shareholding. In the event that the shareholding of the 
parties is diluted due to the Company’s issuance of any 
securities, so long as LH and QH and CTBC hold the 
same percentage of shares in the Company, CTBC’s 
right to nominate directors will be equal to the right of 
the LH and QH. 
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Management of LH Bank :  CTBC will appoint personnel to operate 3 businesses in 
LH Bank, which are: 

o Trade Finance and Wealth Management; 

o Finance Group; and 

o Taiwanese Business. 

The renumeration of these personnel will be in 
compliance with existing policy of LH Bank. 

 CTBC will nominate 1 Executive Director Committee 
(out of 5 directors) of LH Bank. 

Acting in Concert : All parties agree that they do not have a mutual intention to 
act in concert nor exercise their voting rights in the same 
direction for the purpose of jointly managing or controlling 
the Company. In the event that there is any law, rule, 
regulation, notification or guideline in relation to the acting in 
concert which might cause any provision of this agreement 
to be deemed as acting in concert, all parties will consult 
and proceed to eliminating the possibility of being 
considered as acting in concert and with a view to 
complying with the Applicable Laws. 

Dividend Policy : The Company’s distribution of dividends or profits is in 
compliance with the Articles of Association, the applicable 
Laws and the Company’s cash requirements as set out in 
the Business Plan for the suceeding Financial Year. 
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Lock-Up Period :  Within 3 years after the transaction has been 
completed, LH, QH and CTBC will be subject to the 
lock up on the transfer of the shares or acquiring shares 
in accordance as below: 

- No party will be allowed to sell or acquire LHFG’s 
shares from any third party without prior consent from 
othe parties. 

- In the event that any third party offer to sell LHFG’s 
shares to one of the parties, other parties will have 
the right to acquire the shares on a pro rata basis 
(Right of First Refusal), unless any party decides not 
to participate in the acquisition of the shares, the rest 
of the parties may proceed with the acquisition of the 
shares on a pro rata basis. However, the acquisition 
of the shares must be subject to relevant regulatory 
approval. 

- After the expiry of the lock-up period, if any party 
intends to sell its shares, the other party shall have 
the right of first refusal to purchase, subject to 
relevant regulatory approval the shares on a pro rata 
basis. 

Financial support for LHFG and LH 
Bank 

: In the event that capital increase of LH Bank is required in 
order to comply with the Applicable Laws or 
recommendation of the Government Body, each party will 
increase the capital of LH Bank through LHFG on a pro rata 
basis. Any capital injection by LHFG to LH Bank will be 
solely for the purpose of capital increase in LH Bank only. 

Non-Competition / Confidentiality :  While each party continues to hold shares in the 
Company and for a period of 12 months from the date 
of termination of this agreement, each party will not 
conduct any procedure, which will directly or indirectly 
support the competitors of LHFG. 

 Each party undertakes to other parties to keep 
confidential all information of LHFG and each parties, 
unless such information becomes publicly available or  
required to be disclosed by the Government. 
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Termination : The contract will be terminated in any of the following 
circumstances:  

 In the event that both parties agree to terminate this 
contract. 

 Any parties commit a material breach of this agreement 
and such breach cannot be remedied or not be 
remedied in the appropriate time or cannot be exmpt.  

 Bankruptcy, insolvencyor similar legal proceedings has 
been initiated against any party and is not discharged, 
annulled or withdrawn within 45 days. 

Governing Law : Law of Thailand 

Dispute resolution : If any dispute arises out of the agreement, the Company 
and CTBC shall try to resolve the dispute first. In case such 
dispute is not resolved within 60 days, it shall be referred to 
arbitration under the arbitration rules of Singapore. 
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3. The completeness of the list of shareholders whom are considered to be person under 
Notifications of Securities and Exchange Act B.E. 2535 section 258 (“Section 258”) of the waiver 

Referring to the drafted 247-7 Form, the Certification Letter disclosing the person under Section 258, and the 

shareholders list of the Waiver, only one person under Section 258 of the Waiver has been found, i.e., CTBC 

Financial Holding Co., Ltd. (“CTBCFH”) who holds 100% intereset in the Waiver. 

Referring to the drafted 247-7 Form, the Certification Letter disclosing the person under Section 258, and the 

top 10 shareholders of CTBCFH, there is no person under Section 258 of CTBCFH. 

4. Voting right of waiver after capital increase and the amount of shares that the waiver can acquire 
without triggering tender offer in the future 

In the event that the Shareholders’ Meeting No. 1/2017 to be held on 12 July 2017 has been resolved to 

approve LHFG to issue and allot new shares to CTBC and to approve the Whitewash, CTBC will hold 35.6% 

of LHFG’s total paid-up shares after this transaction. No more than 14.3% shareholding is the maximum 

additional shareholding that CTBC, the person under section 258, and its concert party, in aggregate, can 

acquire without triggering the tender offer. 

5. Opinions of the Company’s Directors 

5.1. Opinions of the Company’s directors on the waiver and the transaction 

 Reason and necessity for the capital increase 

The capital increase by issuing and offering the new ordinary shares to CTBC under the private 
placement scheme is necessary as the Company aims to use the proceeds earned from the 
offering in expanding the business of LH Bank. The Company recognizes the importance of 
having a strategic partner that has the capacity to affect LH Bank 's long-term growth. Having 
CTBC as a strategic partner will improve and strengthen LH Bank's capital fund in order to 
increase the capacity to support LH Bank's growth. Furthermore, this will upgrade LH Bank's 
financial services through know-how on the trade finance, digital banking, and wealth 
management businesses.  

 Possibility of the plan for utilizing proceeds received from the offering  
Proceeds utilizing plan is likely. The proceeds from the offering shall strengthen the common 
equity tier 1 (CET1) and LH Bank can use the proceeds in expanding loan to clients right away. 
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 Reasonableness of the capital increase, plan for utilizing proceeds received from  the 
offering, and investment to be made 

The capital increase, plan for utilizing proceeds that the Company will receive from the offering, 
and the investment to be made, are reasonable, as the Company will use the proceeds to 
invest in LH Bank. Having CTBC as a strategic partner will increase LH Bank's capital fund, 
enabling the capacity to support LH Bank's growth, increase and develop products and services 
in which CTBC is expertized, such as developing wealth management business and expanding 
client base of trade finance business, including developing financial service system through the 
digital banking. 

 Impact on the Company's business operation, financial position, and operating results as 
a result of the capital increase and actions taken in accordance with the proceeds 
utilization plan or investment to be made 

The allotment of new shares to specific investors (Private Placement) will preliminarily affect the 
control dilution and earnings-per-share dilution. However, the stronger capital fund of LH Bank 
will improve the capacity of LH Bank in expanding its businesses with greater variety of 
services and products in order to better satisfy the client's needs. 

 Appropriateness of the price of newly issued ordinary shares to be offered by the 
Company under the private placement scheme, and the offering price determination 

The offering price of newly issued shares at THB 2.20 per share, or equitvalent to capital 
increase of THB 16,598.9 million, is appropriate, as it is higher than the Company's book value 
at THB 1.53 per share as at 31 March 2017, and higher than the market price. 

 Reason and necessity for offering the newly issued shares under the private placement 
scheme 

This capital increase to issue and offer the new ordinary shares to CTBC under the private 
placement scheme will enable the Company to raise funds in the desired amount within a short 
period of time and will lead to increased capacity of LH Bank in operating its businesses. 

CTBC is a financial institution with capacity and will involve in operating LH Bank in order to 
increase LH Bank's competitiveness. 

CTBC is successful in the digital banking, wealth management, and trade finance businesses in 
Taiwan. It received rewards from a number of institutions such as Best Corporate/Institutional 
Digital Banks in Taiwan from Global Finance in 2016, Best Customer Experience - Wealth 
Management from Timetric in 2016 and Best Trade Finance Bank in Taiwan from Global 
Finance in 2016. These are products and service that LH Bank is interested in, and will 
improve the capacity in operating businesses of LH Bank. 
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5.2. Opinions of the Company’s audit committees and/or other directors, which are different from the 
directors on waiver and the transaction 

- None -  
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6. Opinion on the Business Operation Plan  and Policy After Share Subscribed by the Waiver 

6.1. Business Objective 

Regarding to information from draft 247-7 and interview with LHFG’s management, CTBC will not significantly 
change core business of LHFG and LHFG will continue the existing operations of today’s business within the 
next 12 months. Additionally, in accordance with the intention of share subscription and to support business 
of LHFG, CTBC will develop 3 New Business, which are (1) Wealth Management, (2) Trade Finance and     
(3) Digital Banking.  

IFA opines that the Waiver’s mentioned plan is feasible and appropriate because CTBC will come in as 
strategic partner for business collaboration and does not intend to acquire LHFG or change the existing 
business of LHFG. Haivng CTBC as strategic parter will improve and strengthen product competitiveness to 
better respond to different customers’ requirements and develop new business that LHFG lack the expertise. 

6.2. Management Structure and Organization Structure 

Director Structure  

The entitlement of CTBC in nominating directors divided into 2 phases;  

- Phase 1: After CTBC has paid for subscribed shares and become the major shareholder by holding 

35.6% interest in LHFG. 

- Phase 2: After LH Bank has commenced the development of the New Businesses  

Directors Present 1stPhasea 2ndPhaseb 
Directors of LHFG    
Nominated by LHFG 9 6 6 
Nominated by CTBC - 3 5 
Number of Directors 9 9 11 
Directors of LH Bank    
Nominated by LHFG 10 7 6 
Nominated by CTBC - 3 5 
Number of Directors 10 10 11 

Remark 
a. Directors nominated by CTBC consist of 2 directors and 1 independent director 
b. Directors nominated by CTBC consist of 3 directors and 2 independent directors 

As of the date of IFA report, there is no candidate of directors to be nominated for the first period, the second 

period, as well as authorized directors. The transaction execution is upon the Shareholders’ resolution and 

the approval from related regulators. Thus, LHFG will inform the list of nominated directors after the 

transaction is approved by the shareholders and related regulators. 
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Management Structure 

Management structure of LHFG will remain the same as show in topic 13.4 whereas management structure 
of LH Bank will be changed because CTBC will appoint officers to take care of 3 businesses as follow ; 

1) Trade Finance and Wealth Management 

2) Finance Group 

3) Taiwanese Business 

The compensation for these officers will be aligned with the LH Bank’s compensation policy. 

Additionally, CTBC will appoint 1 person as Exectutive Director Committee out of total of 5 persons. 

IFA opines that changes of director and management structure during the first and second period, which are 
consistent with CTBC’s ownership of interest in LHFG, is feasible and appropriate and not affect to the 
exisiting business operation of LHFG. 

6.3. Plan to dispose core assets of LHFG  

CTBC do not have plan to dispose LHFG’s core asset within the next 12 months. 

IFA opines that the Waiver’s mentioned plan is feasible and appropriate since CTBC intends to develop 3 
new businesses, which will support the existing business and clients of LH Bank. 

6.4. Dividend Policy 

The Waiver has no intention to significantly change dividend policy within the next 12 months. 

According to the existing dividend policy, dividend will be paid to each share equally. Dividend payment is 
subjected to the approvals of the Company’s shareholders, however, directors may decide to pay the interim 
dividend depending on the Company’s profit, which interim dividend payment shall be reported to 
shareholders in the next shareholders’ meeting. In addition, dividend payment must be consistent with Bank 
of Thailand’s notifications and related regulations. However, if necessary, the Waiver might review for change 
in dividend policy for the benefit of the Company. The waiver will request the approval for the board of 
directors and shareholders as required by the Company’s articles of association, regulations and other 
related laws. 

IFA opines that shareholders of LHFG will not be affected because there is no change in dividend policy. 

6.5. Capital Structure 

CTBC has no intention to significantly change the capital structure of LHFG within the next 12 months.  

IFA opines that the capital increase of THB 16,598.9 million will strengthen LH Bank financial capacity, 
significantly enhancing the competitiveness, loan portfolio’s expansion. 
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6.6. Connected Transaction Policy 

As of 14 April 2017, CTBC and/or person under Notifications of Securities and Exchange Act B.E. 2535 
sections 258 of CTBC (person under Section 258) has no connected transaction with LHFG. After becoming 
the major shareholder of LHFG, CTBC has no plan to significantly change the connected transaction policy of 
LHFG. CTBC will specify the agreement and condition of connected transaction to be in consistent with the 
market condtion and market price, which can be compared to conditions with the third party transaction. 

Nevertheless, in case that CTBC becomes the major shareholder of LHFG and there is connected 
transaction between LHFG and CTBC and/or person under Section 258, LHFG will proceed the transaction to 
be consistenl with the SEC’s notification of connected transaction and other SET and/or SEC related 
notifications including other related party transaction regulations.  

IFA opines that the connected transaction policy is appropriate because the transaction will be under the 
market conditions and the procedures will be consistent with relevant regulators. 

7. Effects of the Share Offering on the Shareholders 

7.1. The risk that waiver will be able to veto the shareholders’ resolutions  

CTBC will become a major shareholder of LHFG by holding LHFG’s paid-up shares of 35.6%. As a result, 
CTBC will have right to veto the important agendas such as change of capital, amendment of Memorandum 
of Association, acquisition/divestiture transaction, related party transactions those must be approved by 
shareholders. 

7.2. Effects on the voting rights, price dilution, and earning per share dilution 

If the EGM 1/2017 approves the issuance and offering new shares of 7,544,961,342 shares at the offering 
price of THB 2.20 per share, equivalent to total of THB 16,598.9 million to CTBC and approves Whitewash to 
CTBC, there will be dilution effects as follow ; 

 Effect on the shareholders’ voting rights (Control Dilution) 

Control Dilution can be calculated by the following formula  

Control Dilution = QN / (QO+ QN) 
Where as   
QN = The number of new shares offered to CTBC is 7,544,961,342 shares 
QO = The number of existing paid-up shares is 13,638,699,252 shares 
Control Dilution = 35.6% 

 Effects on the Company’s share price (Price Dilution) 

Price Dilution can be calculated by the following formula  
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Price Dilution = (PO– PNew) / PO 
PNew = [(POx QO) + (PNx QN)] / (QO + QN) 
Where as   
QO = Number of existing paid-up shares is 13,638,699,252 shares 
QN = Number of new shares offerred to CTBC is 7,544,961,342 shares 
PO = The market price is THB 1.75 per share, the weighted average price of 

LHFG’s shares for the last 15 business days before the date that LHFG’s 
board of directors resolves to propose the capital increase agenda to 
shareholders’ meeting.  

PN = The offering share price of THB 2.20 per share to the waiver  
 

Effect of Capital Increase Number of paid-
up sahres 
(shares) 

Price 
(THB/Share) 

Price 
Dilution (%) 

Number of exisiting paid-up shares 
Number of new shares offered to CTBC 
Total number of paid-up shares 

13,638,699,252 
7,544,961,342 

21,183,660,594 

PO = 1.75 
PN = 2.20 

PNew = 1.91 

 
 

(9.14) 

There is no price dilution as the offering price is higher than the market price by 25.7%. 

 Earnings Dilution 

Earnings Dilution can be calculated by the following method 

Earning Dilution = (EPSOld– EPSNew) / EPSOld 
Where as   
EPSOld = Earning per share is calculated by dividing trailing 12-month net profit of 

THB 2,711,6 million (period from 1 April 2016 to 31 March 2017), by 

number of exisiting paid-up shares of 13,638,699,252 shares. As a result, 

EPSOld is equal to THB 0.20 per share.  

EPSNew = Earning per share is calculated by dividing trailing 12-month net profit of 

THB 2,711,6 million (perioded from 1 April 2016 to 31 March 2017), by total 

number of exisiting paid-up shares and number of new shares offered to 

CTBC. 

Effect of Capital Increase Number of paid-
up sahres 
(shares) 

EPS 
(THB/Share) 

Earnings 
Dilution (%) 

Number of exisitng paid-up shares 
Number of new shares offered to CTBC 

13,638,699,252 
7,544,961,342 

EPSOld = 0.20 
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Total number of paid-up shares 21,183,660,594 EPSNew = 0.13 36.0 

Earnings Dilution is equal to 36.0% which means EPS will decrease from THB 0.20 per share to THB 0.13 
per share.   

8. Advantages and Disadvantages to the Company 

8.1. Advantages of entering into the transaction 

1) The capital increase by THB 16,598.9 million will enlarge LHFG’s capital fund. After capital injection,        
LH Bank’s common equity tier 1 (CET1) will be increased from 10.6 % (figure as at the end of 2016) to 
20.0%. 

2) The increased capital will significantly help expand loan portfolios and revenue. 

3) As the 4th largest financial institution of Taiwan, CTBC’s expertise will support LH Bank to compete 
across AEC. The followings are benefits to LH Bank. 

 Improve customer experience in retail banking, especially in area of (a) Wealth Management and 
(b) Digital Banking. This will help expand customer base and fee-based income. 

 Strengthen corporate banking business, particularly Trade Finance related services, by enhancing 
a group of high net-worth Taiwanese corporate clients in Thailand. LH Bank currently generate 
small portion of revenue from Trade Finance business.  

 Increase business potential in providing Syndicate Loan services, enabling LH Bank to approach 
large coporate customers to provide services. 

 Increase business opportunity to provide financial services to a group of SMEs and Japanese 
clients. 

 Increase market share of foreign business through CTBC business network covering a wide range 
of Taiwanese and Japanese customers, which will help mitigate business risk from being 
dependent with the domestic clients 

 Enhance capability for providing various financial products about cross-selling products. 

 CTBC’s know-how will be transferred to LH Bank’s operation and human resources. 

 CTBC’s expertise will support LH Bank’s development of digital banking efficiently.  

 Strong credit of CTBC will enhance  LHFG’s corporate image. As at 31 Dec 2016, CTBC had total 
assets of TWD 3,522.7 billion (approximately THB 3.9 trillion), the largest asset size of Taiwan 
individual banks and been received credit rating of A2 by Moody’s.  

 As at 31 December 2015, CTBC had approximated 106 branches and agents throughout 14 
countries of Asia Pacific. Being a partner with CTBC will expand LHFG’s connection to g lobal 
networks, and boundary of LH Bank’s services.  
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8.2. Disadvanatages of entering into the transaction 

 Risk incurred from having different corporate cultures might affect to business efficiency. 

 If there is any dispute between CTBC and LH/QH, there might take time to solve the dispute as 
both CTBC and LH/QH do not have casting vote (each side hold 35.6%) to conclude decision. This 
might be the obstacle for business development.   

 Being the partner with CTBC might reduce the opportunity to be a partner with other financial 
groups. 

9. Condition of Whitewash 

If the shareholders has passed the resolution for the whitewash, CTBC must proceed to acquire 
7,544,961,342 shares within 6 months after shareholders’ approval date. 

10. Appropriateness of the Offering Price of Newly Issued Shares to a Waiver 

In order to determine the appropriateness of the offering price of the newly issued shares to a waiver at         
THB 2.20 per share, the Independent Financial Advisor applies valuation methodologies as follow:  

 Book Value Approach 

 Adjusted Book Value Approach 

 Market Price Approach 

 Market Comparable Approach 

a. Price to Earnings Ratio Approach 

b. Price to Book Value Approach 

 Comparable Transaction Approach 

 Dividend Discounted Model Approach 

Details of each approach are as follow : 
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10.1. Book Value Approach  

The book value approach assesses the book value of LHFG based on the consolidated financial statements 
as of 31 March 2017 (reviewed). Details are as follow: 

Total equity as of 31 March 2017  (excluded non-controlling interests)  THB: million 
Issued and paid-up capital (13,638,699,252 ordinary shares at THB 1 each) 13,638.7 
Plus Share premium 642.6 
Plus Revaluation surplus (deficit) on available for sales investments – net of income taxes 67.4 
Plus Retained earnings:  

Distributed – Legal reserve 709.6 
Undistributed 5,804.7 

Total equity of LHFG’s shareholders 20,863.0 
Number of issued and paid-up shares (million shares) 13,638.7 
Book value per share (THB) 1.53 

Valuation price by book value approach is THB 1.53 per share which is THB 0.67 per share lower or 30.5% 
lower than the offering price of THB 2.20 per share. However, the book value approach reflects only historical 
financial position of LHFG as of 31 March 2017 but does not reflect current market value of its assets, future 
operating performance and subsequent events after the closing date of financial statements.  

10.2. Adjusted Book Value Approach  

The approach is based on the book value of consolidated financial statements as of 31 March 2017 by 
adjusting the book value with the transactions that would have material impact on assets and liabilities of 
LHFG and subsequent event transactions as well as contingencies that may arise in the future in order to 
reflect the up to date net assets value. (Net assets = total assets - total liabilities). Details are as follow : 

– Investments 

As of 31 March 2017, LHFG has investments in government and state enterprise securities/bonds and 
other bonds that are held to maturity in total of THB 47,015.7 million which are presented in the 
financial statements under cost method or amortized cost method. Therefore, IFA adjusts the value of 
aforementioned held to maturity investments to its fair value of THB 47,761.0 million based on 
information disclosed in the notes to financial statements as of 31 March 2017 which result in the 
investment value increases by THB 745.3 million  

– Revaluation surplus (deficit) on assets of THB 5.4 million 

– Dividend of THB 0.052 per share of which LHFG will pay to existing shareholders before enterting into 
the transaction  
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Adjustment items are as follow : 

Adjusted book value THB million 
Total equity as of 31 March 2017 (excluded non-controlling interest)  20,863.0 
Adjustment items;  
 Investments 745.3 
 Revaluation surplus (deficit) on assets 5.4 
 Dividend of THB 0.052 per share (709.2) 
Total equity after adjusted 20,904.5 
Number of issued and paid-up shares (million shares) 13,638.7 
Adjusted book value per share (THB) 1.53 

Valuation price by using adjusted book value approach is THB 1.53 per share which is THB 0.67 per share 
lower or 30.5% lower than the offering price of THB 2.20 per share. However, the book value approach 
reflects only historical financial position of LHFG as of 31 March 2017 but does not reflect future operating 
performance.  

10.3. Market Price Approach  

IFA assessed the stock value by calculating weighted average market price during 10 August 2016 – 3 May 
2017, or 30-180 business days up to the valuation date of this report in order to present the change in the 
long-term trading price of the shares in the past. The weighted average market price during the period ranges 
between THB 1.76 – 1.79 per share and after adjusted with the 25% control premium, the price range will be 
THB 2.20 – 2.24 per share which is equal to and higher than the offering price to CTBC of THB 2.20 per 
share or THB 0.00 – 0.04 per share higher or 0.0% - 1.6% higher. 

Number of days up to 3 May 2017  Total Volume 
(million shares) 

Total Value 
(THB million) 

Weighted 
Average 

Price 
(THB per 

share) 

Price marked up 
with 25%1 

Control Premium 

(THB per share) 

Past 30 business days  
(From 17 March 2017 - 3 May 2017)  

470,751,800 839,473,005 1.78 2.23 

Past 60 business days  
(From 2 February 2017 - 3 May 2017) 

1,441,524,300 2,577,779,445 1.79 2.24 

Past 90 business days  

 (From 20 December 2016 - 3 May 2017) 
2,495,227,400 4,453,908,607 1.78 2.23 

Past 120 business days  

(From 4 November 2016 - 3 May 2017) 
3,305,339,100 5,884,101,503 1.78 2.23 

Past 180 business days  
(From 10 August 2016 - 3 May 2017) 

4,971,318,200 8,752,063,301 1.76 2.20 

Source: Bloomberg as of 3 May 2017 

http://www.setsmart.com/
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1/ After the transaction, CTBC will hold 35.6% of total voting rights which is enable CTBC to object the resolution that needs 
the votes of not less than three fourths of total voting rights. IFA shall then add 25% control premium to the values assessed by 
methods 3, 4 and 6. For methods 1 and 2, no addition has been made since control premium has already been reflected in the 
assessed values of these methods. 25% control premium is the reciprocal of 20% minority discount which is referred to the 
minority discount range shown on Value a Business of Shannon P. Pratt  

10.4. Market Comparable Approach  

IFA reviewed a number of financial ratios including Price to Earnings (P/E) and Price to Book Value (P/BV) of 
all commercial banks listed in the Stock Exchange of Thailand (“SET”) as follow .  

Symbol Full Name 
BAY Bank of Ayudhya Public Company Limited 
BBL Bangkok Bank Public Company Limited 
CIMBT CIMB Thai Bank Public Company Limited 
KBANK Kasikornbank Public Company Limited 
KKP Kiatnakin Bank Public Company Limited 
KTB Krung Thai Bank Public Company Limited 
SCB The Siam Commercial Bank Public Company Limited 
TCAP Thanachart Capital Public Company Limited 
TISCO Tisco Financial Group Public Company Limited 
TMB TMB Bank Public Company Limited 
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Summary of Financial Information of Listed Commercial Banks  

Source: Bloomberg as of 3 May 2017 
Note: * Trailing 12-month net income per share for the period ended 31 March 2017 

** Weighted average P/E and P/BV before 3 May 2017 and consolidated financial statements as of 31 March 2017 

IFA assessed the share price of LHFG by multiplying weighted average P/E and P/BV of all commercial 
banks listed in SET with LHFG’s trailing 12-month net income per share for the period ended 31 March 2017 
and LHFG’s book value per share as of 31 March 2017, respectively. 

Under P/E approach, LHFG’s share price ranges between THB 2.19 – 2.24 per share and if marking up the 
price with the 25% control premium, the share price range will be THB 2.74 – 2.80 per share which is higher 
than the offering price to CTBC of THB 2.20 per share or higher by THB 0.54 – 0.60 per share or higher by 
24.5% - 27.4%.   

Share price of  LHFG Number of business days up to 3 May 2017 
P/E Approach 30 60 90 120 180 
Average P/E (times) 11.02  11.03  11.27  11.08  11.15  

Net income per share (THB) 0.20 0.20 0.20 0.20 0.20 
Share price (THB) 2.19 2.19 2.24 2.20 2.22 

Share price marked up with 
25% control premium 

2.74 2.74 2.80 2.75 2.77 

Under P/BV approach, LHFG’s share price ranges between THB 1.94 – 1.98 per share and if marking up the 
price with the 25% control premium, the share price range will be THB 2.42 – 2.48 per share which is higher 
than the offering price to CTBC of THB 2.20 per share or higher by THB 0.22 – 0.28 per share or higher by 
10.1% – 12.7%    

Ticker Financial Statement as of 31 March 2017 Market Capital Average P/E (times) ** Average P/BV (times) **

Total 

Assets

Total Equity BV/Share EPS THB 

million

% Number of Days Number of Days

THB 

million

THB 

million

THB/

Share

THB/

Share
30 60 90 120 180 30 60 90 120 180

BBL 2,995,623 386,097      202.17     16.65    344,546.14 15.6% 10.94 10.87 10.58 10.33 10.20 0.91   0.91   0.88   0.86   0.86   

KTB 2,696,367 288,228      20.22      2.33     276,726.00 12.5% 8.60   8.54   8.35   8.17   8.29   1.01   1.01   0.98   0.96   0.96   

SCB 2,938,040 347,172      102.16     14.41    527,983.79 23.9% 11.23 11.11 11.05 10.92 11.08 1.59   1.58   1.57   1.56   1.57   

KBANK 2,847,204 366,481      138.99     15.44    452,326.18 20.5% 11.24 11.37 11.33 11.37 11.86 1.39   1.41   1.40   1.38   1.41   

BAY 1,857,004 214,336      29.05      2.97     274,002.13 12.4% 12.98 13.19 13.30 13.28 13.22 1.33   1.36   1.37   1.37   1.37   

TCAP 972,981   123,443      53.60      2.72     54,469.20   2.5% 9.00   9.18   9.10   9.04   8.80   0.90   0.91   0.91   0.92   0.88   

TMB 805,388   86,070       1.96        0.17     99,078.08   4.5% 12.55 12.76 12.39 11.88 11.30 1.21   1.24   1.22   1.19   1.18   

CIMBT 294,279   26,911       1.09        (0.03)    39,667.10   1.8% NA NA 31.10 26.89 26.32 1.24   1.24   1.24   1.17   1.10   

TISCO 266,850   32,903       40.96      6.52     58,847.45   2.7% 11.16 10.88 10.54 10.09 9.72   1.79   1.74   1.69   1.63   1.57   

KKP 240,809   42,085       49.44      7.01     56,520.64   2.6% 10.14 9.95   9.62   9.59   9.64   1.43   1.39   1.33   1.31   1.25   

LHBANK 215,043   20,863       1.53        0.20     24,004.11   1.1% 8.99   8.99   9.01   9.11   9.36   1.18   1.18   1.19   1.19   1.19   

Weighted Average 2,208,171   100% 11.02  11.03  11.27 11.08 11.15 1.29    1.30    1.28    1.27    1.27    

http://www.setsmart.com/
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Share price of  LHFG Number of business days up to 3 May 2017 
P/BV Approach 30 60 90 120 180 

Average P/BV (times) 1.29  1.30  1.28  1.27  1.27  
Book value per share (THB) 1.53 1.53 1.53 1.53 1.53 
Share price (THB) 1.98  1.98  1.97  1.94  1.94  

Share Price included Control 
Premium 25% 

2.47 2.48 2.46 2.42 2.43 

10.5. Comparable Transaction Approach 

IFA reviewed past merger and acquisition transactions in banking industry in Thailand and in ASEAN 
countries over the past 4 years (from 2013 to 1Q2017) and discovered that there is no appropriate 
comparable transaction due to the transaction that had similar transaction size to LHFG’s had occurred for 
more than 3 years and during that time, the economic situation and stock market environment were totally 
different from the present. Furthermore, the rules and regulations that govern the financial institutions in each 
country might be different and would have an impact on the transaction price. 

In Thailand, there was only one transaction that after the acquisition, the buyer had significant controlling 
interest in the seller while for this transaction, CTBC will hold LHFG’s shares only 35.6% after the acquisition 
of which is equal to that of LH and QH. Therefore, CTBC is not a controlling person in LHFG and to assess 
the share price with comparable transaction approach would deem inappropriate. 

However, if comparing the past transaction’s offering price with that of LHFG, the transaction that occurred in 
2013 had an offering price of THB 39.0 per share which was equivalent to its then P/BV of 1.98 times and 
which was close to the weighted average P/BV of 1.95 - 2.04 times of SET’s banking sectors during 30-180 
business days before the announcement date of the offering price. For LHFG, the offering price of LHFG is 
THB 2.2 per share which is equivalent to P/BV of 1.44 times which is higher than the weighted average P/BV 
of 1.19 – 1.20 times of SET’s banking sectors during 30-180 business days before the announcement date of 
offering price or equivalent to a premium from the market price of 22.1%-24.6%. 
Comparable transactions in the past 4 years and  
LHFG’s transaction 

 Transactions 
during the past 4 

years 

LHFG 

Announcement date of the offering price to SET /  
Valuation Date 

 2 July 2013 29 March 2016 / 
3 May 2017 

Offering price (THB/share) A 39.0 2.2 
Book value (THB/share) according to financial information 
disclosed at the time 

B 19.7  
(as of 30 June 

2013) 

1.5 
(as of 31 March 

2017) 
Offering price to book value (time)  C = A/B 1.98 1.44 
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% Shareholding post-transaction   72.0% 35.6% 
Offering price to book value (times) – Banking Sector  
(Weighted average with historical market capital of listed commercial banks up to the announcement date of the 
offering price to SET) 

30 business days D 1.95 1.29 
60 business days E 2.01 1.30 

90 business days F 2.04 1.28 
120 business days G 2.03 1.27 
180 business days H 1.98 1.27 

Premium (discount) of the offering price compared to               
market price 

   

30 business days C/D 1.9% 11.2% 

60 business days C/E (1.5%) 10.9% 

90 business days C/F (2.9%) 11.9% 

120 business days C/G (2.4%) 13.5% 

180 business days C/H 0.1% 13.3% 
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10.6. Dividend Discounted Model Approach (DDM) 

IFA also assesses the LHFG’s share price by using Dividend Discounted Model approach by calculating the 
present value of expected dividends paid over 10-year projection (2017-2026) under the assumption that the 
dividend payout ratio equals to 40.2% of net income. The assumed dividend payout ratio is based on 
average dividend paidout ratio of LHFG during the last 5 years (2012 – 2016). At this level of payout ratio, 
LHFG will still be able to retain Capital Adequacy Ratio in accordance to the Bank of Thailand’s Regulatory 
Framework to Supervise and Control Commercial Banks’ Capital following the guidline of Basel III for the 
projection period of 2017 – 2026. 

Assumptions for the projection are based on LHFG’s operating performance in 2014 – 2016 and the first 
quarter of 2017, business plan, information received from LHFG, interview with the management, and desk 
research and analysis of economic conditions and banking industry from reliable sources. 

The approach is based on an assumption that LHFG will continue to operate on a going concern basis under 
current economic conditions and management team without any significant change in operating policy.         
In addition, new business plan or changes in the future from the cooperation with CTBC are not incorporated 
in the DDM projection. The first 5 years of the projection will be based on management’s projection and 
business view and the following 5 years will be based on IFA’s assumptions. 

Assumptions used for financial projections are as follow : 

10.6.1. Net Interest Income 

1) Loans to Customers 

IFA estimates an average annual growth of total loans to customers at a range of 4.6% to 8.9% per year 
during 2017 – 2022 which is in line with management’s projection that total loans to customers will continue 
to expand. LH Bank will continue to focus on big corporate and corporate loans due to better quality of the 
loans. Although LH Bank is careful and focus on lending to quality customers, LH Bank still aims to maintain 
the level of loans to Retail Sector, Small and Medium Enterprises (SME) Sector and Cooperative proportions 
to the total loan in order to diverse risk and keep net interest margin (“NIM”) stable. During 2023-2026, IFA 
projected an average growth of total loans at 2.8% per year in accordance with historical average growth of 
Thailand’s Gross Domestic Product (GDP) during 2013-2015 based on a conservative basis that the loan 
growth will be consistent with the growth of overall economy. Projections on the growth of each type of loan 
to customers are summarized as follow :  

 Big Corporate: Big corporate means the companies with the revenue of THB 500 million and more. It 
accounts for approximately 54.5% of total loans. In 2015 – 2016, the growth of big corporate loans was 
23.7% and 14.5%, respectively. In 2017 – 2022, IFA estimates a growth at a range between 3.5% and 
10.0% per year which aligns with management’s projection and policy. In 2023 – 2026, IFA forecasts a 
growth of 2.8% per year (average growth of GDP during 2013 – 2015) on a conservative basis that the 
big corporate loan shall grow in consistent with the growth of overall economy and LH Bank shall be 
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able to maintain the portfolio with big corporate loan being approximately half of total LH Bank’s loan 
portfolio during the projection period.    

Retail: IFA forecasts that the retail loan will grow 2.8% annually (average growth of GDP during 2013 – 
2015) or approximately THB 1,000 million per year in consistent with the growth of overall economy.  

The management plans to keep the proportion of retail at 20% of total loans portfolio. Almost all of LH 
Bank’s retail loans are housing loans. However, during 2014 – 2016, retail loan did not grow due to 
economic slowdown and high competition among banks for housing loans. Moreover, the nature of LH 
Bank’s retail customers are the high income customers that are likely to pay the entire loan before the 
maturity date. If taking into account the housing project of LH, LH has a backlog of THB 12,000 million 
as at February 2017 and upcoming projects that will debut in 2017 with total value of THB 14,900 
million, IFA believes that the growth rate of 2.8% per annum maybe achievable. 

 Small and Medium Enterprises (SME): They are companies with revenue of less than THB 500 million. 
In 2015 – 2016, SME loans grew (decreased) at 12.5% and (6.7%), respectively. The decrease in loan 
in 2016 was due to increase in NPL of SME so LH Bank has been careful in lending to SME Sector. In 
2017 – 2022, IFA estimates the growth to be in a range of 5.1% to 11.5% which aligns with 
management’s projection and policy to retain SME loan proportion at a level of 15.0% of total portfolio in 
the long term. In 2023 – 2026, IFA forecasts a growth rate of 2.8% per annum (average GDP growth 
during 2013 – 2015) in consistent with the growth of overall economy. 

 Cooperative: In 2015 – 2016, cooperative loans grew at 40.5% and 8.1%, respectively. In 2017 – 2022, 
IFA estimates the growth to be in a range of 5.0% to 11.6% per annum based on management’s 
projection and policy to retain cooperative loan proportion at a level of 9.0-10.0% of total portfolio in the 
long term. In 2023 – 2026, IFA forecasts a growth rate of 2.8% (average GDP growth during 2013 – 
2015) in consistent with the growth of overall economy. 

 Interbank and Money Markets: IFA’s assumption is based on management’s view that the proportion of 
interbank and money markets loan to total loans will be inconsistent with the past.  

 IFA incorporates the above assumptions with total loans to customers of all financial institutions in 
Thailand (excluded interbank loans) of THB 12 trillion at the end of 2016 (Source: Bank of Thailand), LH 
Bank has a market share of 1.3%. Assuming the growth rate of loans of all financial institutions in 
Thailand equals to 2.8% per annum (average GDP growth during 2013 – 2015), LH Bank will have a 
market share of approximately 1.3% to 1.7% over the projection period. Therefore, IFA believes that the 
projection of LH Bank’s loan growth is probable. 
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Total Loans and Loan Growth  

 2014 2015 2016 2017F 2018F 2019F 2020F  

Total loans (THB million) 127,618 149,010 157,494 164,804 175,800 189,321 205,018 
Loan growth 17.6% 16.8% 5.7% 4.6% 6.7% 7.7% 8.3% 
Big Corporate & Corporate 24.0% 23.7% 14.5% 3.5% 7.5% 8.9% 9.6% 

Retail -5.2% -1.7% -2.1% 2.8% 2.8% 2.8% 2.8% 
SME 11.8% 12.5% -6.7% 5.1% 8.4% 10.3% 11.5% 

Cooperative 131.2% 40.5% 8.1% 11.6% 5.9% 5.6% 5.3% 

Interbank and Money Markets 213.8% 39.5% -48.8% 33.9% 16.7% 14.3% 12.5% 

 

 2021F 2022F 2023F 2024F 2025F 2026F  

Total loans (THB million) 221,241 240,992 247,740 254,677 261,808 269,138 

Loan growth 7.9% 8.9% 2.8% 2.8% 2.8% 2.8% 
Big Corporate & Corporate 9.2% 10.0% 2.8% 2.8% 2.8% 2.8% 
Retail 2.8% 2.8% 2.8% 2.8% 2.8% 2.8% 
SME 10.3% 10.7% 2.8% 2.8% 2.8% 2.8% 
Cooperative 5.0% 9.5% 2.8% 2.8% 2.8% 2.8% 
Interbank and Money Markets 11.1% 10.0% 2.8% 2.8% 2.8% 2.8% 

The above loan growth is in accordance with management business plan that will focus mainly on big 
corporate and corporate loans. Loan Structure of LH Bank will be as follow . 

% Loan Structure to Total Loans 

 
2014 2015 2016 2017F 2018F 2019F 2020F 2021F 2022F  

2023F-
2026F 

Big Corporate & 
Corporate 

47.5% 50.3% 54.5% 53.9% 54.3% 54.9% 55.6% 56.3% 56.8% 56.8% 

Retail 25.4% 21.3% 19.8% 19.4% 18.7% 17.9% 17.0% 16.2% 15.2% 15.2% 

SME 18.1% 17.4% 15.4% 15.5% 15.7% 16.1% 16.6% 16.9% 17.2% 17.2% 

Cooperative 7.9% 9.5% 9.7% 10.3% 10.2% 10.0% 9.8% 9.5% 9.5% 9.5% 

Interbank and Money 
Markets 

1.2% 1.5% 0.7% 0.9% 1.0% 1.1% 1.1% 1.1% 1.1% 1.1% 

Total loans 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

IFA estimates the proportion of investments to total loans and investments to be at 25.0% over the long term 
which is close to the average proportion in 2015-2016. Nevertheless, LH Bank conservatively invests large 
proportion in government bonds and investment-grade corporate bonds comparing with other listed 
commercial banks. As at 31 December 2016, LH Bank had the proportion of investments to total loan equal 
to 25.1%  
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(Unit : THB 
million) 

2014 2015 2016 2017F 2018F 2019F 2020F 2021F 2022F 
2023F-
2026F 

Government and 
corporate bonds  

32,000 44,824 45,803 51,000 54,500 58,500 63,000 68,000 73,500 75,558-
82,084 

Investment in 
equity securities 

1,728 2,379 6,872 6,872 6,872 6,872 6,872 6,872 6,872 6,872 

Total investments 
33,728 47,203 52,676 57,872 61,372 65,372 69,872 74,872 80,372 82,430-

88,957 

Total loans 
127,618 149,010 157,494 164,804 175,800 189,321 205,018 221,241 240,992 247,740-

269,138 
Total loans and 
investments 

161,346 196,213 210,170 222,676 237,172 254,693 274,890 296,114 321,365 330,170-
358,095 

Investments to total 
loans and 
investments 

20.9% 24.1% 25.1% 26.0% 25.9% 25.7% 25.4% 25.3% 25.0% 25.0%-
24.8% 

2) Deposits 

IFA forecasts that the deposit growth rate be in line with total loan growth rate. This assumption is consistent 
with the management’s policy. With such growth rate, LHFG will still be able to retain its liquidity and 
maintain its Loan to Deposit Ratio (LDR) to be inline with the past and lower than the average LDR of other 
listed commercial banks which have average LDR at 115.4% as of 31 December 2016.   

(Unit : THB million) 2014 2015 2016 2017F 2018F 2019F 2020F 2021F 2022F 
2023F-
2026F 

Total loans  
(excluded interbank) 

126,049 146,820 156,374 163,304 174,050 187,321 202,768 218,741 238,242 244,913-
266,067 

Deposits 122,632 137,064 149,097 158,414  170,675  184,468  199,965  215,080  232,828  239,347-
260,020 

Deposit growth 12.7% 11.8% 8.8% 6.2% 7.7% 8.1% 8.4% 7.6% 8.3% 2.8%-2.8% 
Loans (excluded 
interbank) to Deposit 
Ratio 

102.8% 107.1% 104.9% 103.1% 102.0% 101.5% 101.4% 101.7% 102.3% 102.3%-
102.3% 
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3) Debts Issued and Borrowings 

For sources of fund apart from deposits, IFA expects that LH Bank will borrow from interbank and money 
market and issues bills of exchange in order to sustain its liquidity and maintain its loans to deposit and 
borrowings ratio. In 2014 – 2016, average loans to deposits and borrowings ratio was 84.4% which is 
considered high compared to other listed commercial banks which have an average ratio of 103.2% as of        
31 December 2016.  IFA does not forcast the issuance of additional subordinated debentures in the future as 
the cost of borrowing is high and the management also has no plan to issue subordinated debentures in the 
near future. 

(Unit : THB million) 2014 2015 2016 2017F 2018F 2019F 2020F 2021F 2022F 2023F-2026F 

Total loans 
127,618 149,010 157,494 164,804 175,800 189,321 205,018 221,241  240,992  247,740-

269,138 
Deposits 122,632 137,064 149,097 158,414 170,675 184,468 199,965 215,080 232,828 239,347-

260,020 
Liabilities:           
Total interbank and 
money market 

23,171 20,639 20,010 21,241  22,668  24,392  26,380  28,469  30,954  31,821-
34,570 

Bills of exchange 
1,000 17,821 16,470 16,629  15,464  15,438  16,021 17,748  20,295  18,850-

17,811 
Subordinated 
debentures 

- 3,843 3,857 3,857  3,857  3,857 3,857  3,857 3,857 3,857-0 

Total borrowings 
24,171 42,303 40,337 41,727 41,988  43,687  46,258  50,074  55,106  54,528-

52,380 
Total deposits and 
borrowings 

146,803 179,367 189,434 200,141  212,663  228,156 246,222  265,155  287,934  293,874-
312,401 

Total loans to total 
deposits and 
borrowings 

86.9% 83.1% 83.1% 82.3% 82.7% 83.0% 83.3% 83.4% 83.7% 84.3% - 
86.2% 

4) Net Interest Margin : NIM 

IFA forecasts NIM for all projection years based on the actual average yield on interest income and expense 
of LH Bank in 2016. IFA believes that the interest rate as mentioned is achievable because this rate already 
reflects LH Bank’s management competency during the economic slowdown. NIM tends to be around 2.41% 
in 2017 and increases to 2.56% in 2026 because the growth in interest income grows faster than interest 
expense as a result from loan growth, loan portfolio and sources of funds. Nevertheless, management tries to 
keep NIM above 2.40%. Noted that NIM of LH Bank is still lower than the average NIM of listed commercial 
banks that have average NIM of 2.75% (Source: Bank of Thailand, 31 December 2016) 
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Summary of yield on interest income and yield on interest expense of each assets and liabilities 

 
2014 2015 2016 2017F 2018F 2019F 2020F 2021F 2022F 

2023F-
2026F  

Yield on interest income:           
Big Corporate & Corporate 5.14% 5.07% 4.44% 4.44% 4.44% 4.44% 4.44% 4.44% 4.44% 4.44% 
Retail 4.73% 4.71% 4.59% 4.59% 4.59% 4.59% 4.59% 4.59% 4.59% 4.59% 
SME 6.38% 6.34% 5.80% 5.80% 5.80% 5.80% 5.80% 5.80% 5.80% 5.80% 
Cooperative 4.75% 4.71% 4.09% 4.09% 4.09% 4.09% 4.09% 4.09% 4.09% 4.09% 
Interbank and money market   3.65% 3.83% 2.91% 2.91% 2.91% 2.91% 2.91% 2.91% 2.91% 2.91% 
Investment in debt securities 4.24% 4.05% 3.57% 3.57% 3.57% 3.57% 3.57% 3.57% 3.57% 3.57% 
Yield on interest income (1) 4.99% 4.80% 4.44% 4.39% 4.38% 4.39% 4.40% 4.41% 4.42% 4.42% 
Yield on interest expense: 
Deposits 

3.25% 2.67% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 

Interbank and money market  1.35% 1.25% 1.01% 1.01% 1.01% 1.01% 1.01% 1.01% 1.01% 1.01% 
Subordinated debentures - 5.13% 5.13% 5.13% 5.13% 5.13% 5.13% 5.13% 5.13% 5.13% 
Bills of exchange - 1.65% 1.65% 1.65% 1.65% 1.65% 1.65% 1.65% 1.65% 1.65% 
Yield on interest expense (2)  2.92% 2.53% 2.15% 2.13% 2.13% 2.13% 2.13% 2.13% 2.12% 2.12%-

2.08% 
Spread (1)-(2) 2.07% 2.27% 2.29% 2.26% 2.25% 2.26% 2.27% 2.29% 2.30% 2.30%-

2.34% 
Net interest margin (NIM) *  2.27% 2.47% 2.44% 2.41% 2.41% 2.43% 2.44% 2.46% 2.48% 2.49%-

2.56% 

* NIM = (Interest income – Interest expenses) / Average total loans and investments in debt securities  

10.6.2. Fee and Service Income 

Fees and service income composed of commission fees, mutual fund management fees, bancassurance 
fees, and selling agent fee from sales of financial products and services i.e. mutual fund. IFA forecasts fees 
and service income growth rate of 2.8% per annum (average GDP growth during 2013 – 2015) for the period 
of 2017-2026. 

For fees and service expenses, IFA estimates the proportion of fees and service expenses to fees and 
service income ratio to be approximately 19.8% over the forecasted period. This is in line with management’s 
plan to control expenses and as there are economies of scale from higher numbers of transactions and 
income. 
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(Unit : THB million) 2014 2015 2016 2017F 2018F 2019F 2020F 2021F 2022F 
2023F-
2026F  

Fees and service income 297 456 637 655 673 692 711 731 752 773-839 

% Growth rate (0.8%) 53.5% 39.8% 2.8% 2.8% 2.8% 2.8% 2.8% 2.8% 2.8% 

Fees and service 
expense 

81 106 126 130 133 137 141 145 149 153-166 

Fees and service 
expense to fees and 
service income 

27.1% 23.3% 19.8% 19.8% 19.8% 19.8% 19.8% 19.8% 19.8% 19.8% 

 
10.6.3. Dividend Income, Other Income and Gain from Investment 

Dividend income comes from the investment in equities and property funds. In 2016, LH Bank invested more 
in equities and property funds approximately THB 4,000 million which resulted in significant dividend income. 
Other income consists of brokerage commission fees. IFA expects the growth of this income from to be 2.8% 
per annum (average GDP during 2013 – 2015) for 2017 - 2026. According to management, there is no 
significant new investment plan at the moment. 

IFA forecasts the gain from investment in 2017 to be THB 45.5 million based on actutal gain from investment 
disclosed in the 1st quarter of 2017 consolidated financial statements. Although, LH Bank had significant gain 
from investment in 2016 amounting THB 1,188.5 million due to the sales of available for sale investments 
and held to maturity investments, IFA does not estimate the gain from investment for the rest of 9 months of 
2017 and for 2018-2026 as the this item is uncertain. 

IFA also does not estimate the profit (loss) from exchange rate because this item is not a major income of 
LH Bank and exchange rates are often volatile based on various external factors including economic 
condition and situations. 

(Unit : THB 
million) 

2014 2015 2016 2017F 2018F 2019F 2020F 2021F 2022F 
2023F-
2026F 

Dividend Income 132 126 397 408 419 431 443 455 468 481-523 

% Growth rate 62.8% -4.2% 214.4% 2.8% 2.8% 2.8% 2.8% 2.8% 2.8% 2.8% 

Other income 24 26 32 33 34 35 35 36 38 39-42 

% Growth rate 236.5% 6.9% 22.7% 2.8% 2.8% 2.8% 2.8% 2.8% 2.8% 2.8% 

Gain from 
Investment 

491 673 1,188 45 - - - - - - 

% Growth rate n/a 37% 76% (96%) (100%) - - - - - 
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10.6.4. Other Operating Expenses 

Other operating expenses consist of staff expenses, branch expenses, selling and marketing expenses, 
director remuneration, and tax expenses excluding depreciation and amortization expenses which will be 
mentioned later.  

As the main items in other operating expenses are staff expenses and branch epxenses, refer to the 
management interview, LH Bank has no plan to open new branch nor to hire more employees since it would 
like to focus on Digital Banking. Also, LH Bank has no plan to increase selling and marketing expenses as it 
would like to control expenses and as there are economies of scale. LH Bank will focus on customer base 
expansion by increase the capability of its employees in order to meet the needs of customers instead of 
opening branches. LH Bank will also focus on advertising through online channels which can reach wider 
customer base and incur lower cost. Therefore, IFA forecasts the other operating expenses to operating 
revenue to be 33.9% based on actual percentage in 2016.  

(Unit : THB million) 2014 2015 2016 2017F 2018F 2019F 2020F 2021F 2022F 2023F-2026F 

Other operating expenses 1,841 2,164 2,367 2,055 2,162 2,314 2,495 2,693 2,912 3,078-3,431 
Other operating expenses 
to operating revenue 

43.1% 39.1% 33.9% 33.9% 33.9% 33.9% 33.9% 33.9% 33.9% 33.9%-33.9% 

10.6.5.  Bad Debts and Doubtful Debts Expenses  

IFA assumes that LH Bank can sustain its non-performing loan (NPL) to total loans (NPL Ratio) to be less 
than 2.0% each year according to management’s policy. IFA reviews LH Bank’s historical NPL ratio during 
2013 – 2016 and the NPL Ratios are at the level of 1.8% - 1.9% so IFA believes that the target at below 
2.0% is appropriate. 

Moreover, IFA estimates the credit cost (bad debts and doubtful debt expenses to total loans to customers) 
to be approximately 0.1% in 2017 and 0.2% in 2018 – 2026 according to the management’s plan. During 
2014 – 2016, LH Bank has already reserved a large amount of provision and the management is of view that 
the provision is sufficient to retain NPL coverage ratio at the level higher than 100.0% for the all projected 
periods. NPL coverage ratio in 2017 is forecasted to be at 107.1% then increases to 139.5% in 2026. The 
ratio will increase gradually over the projected period and is comparable to the other 3 commercial banks 
whose portfolios are similar to that of LH Bank, that is,  having a large proportion of big corporate loan. 
Details of credit cost and NPL coverage ratio are as follow : 

As of 31 December 2016 

Bank 
Big Corporate Loans         

to Total Loans 
NPL Coverage 

Ratio 
Credit Cost 

No. 1 41.1% 121.7% 1.7% 
No. 2 40.0% 169.6% 0.8% 
No. 3 40.0% 138.6% 1.5% 

Average 40.4% 143.3% 1.3% 
LH Bank 54.5% 111.6% 0.7% 
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Summary of Credit Cost, NPL Ratio, and NPL Coverage Ratio   

 2014 2015 2016 2017F 2018F 2019F 2020F 2021F 2022F 2023F-2026F  

Bad debts and doubtful debts 
expenses (presented in income 
statements) 

710 1,090 1,025 232 396 445 436 428 438 463-503 

Credit Cost (bad debts and 
doubtful debt expenses to total 
loans to customers) 

0.6% 0.8% 0.7% 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%-0.2% 

Non-performing Loan : NPL (1)  2,449 2,815 2,766 3,098 3,369 3,643 3,934 4,253 4,612 4,876-5,297 

Total loans (2)  127,618 149,010 157,494 164,804 175,800 189,321 205,018 221,241 240,992 247,740-
269,138 

% NPL Ratio (1) / (2)  1.9% 1.9% 1.8% 1.9% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%-2.0% 

Allowance for doubtful 
accounts (3) 

2,138 2,555 3,086 3,318 3,714 4,159 4,595 5,023 5,461 5,924-7,391 

Allowance for doubtful 
accounts to total loans (3) ÷ (2) 

1.7% 1.7% 2.0% 2.0% 2.1% 2.2% 2.2% 2.3% 2.3% 2.4% - 2.7% 

NPL Coverage Ratio (3) ÷ (1) 87.3% 90.8% 111.6% 107.1% 110.2% 114.2% 116.8% 118.1% 118.4% 121.5%-
139.5% 

10.6.6. Capital Expenditure : CAPEX 

For 2017, IFA forecasts CAPEX to be equal to THB 34.0 million as disclosed in the consolidated financial 
statements of the 1st quarter of 2017. For the rest of the 9 months of 2017 and the rest of projected periods, 
IFA does not estimate the CAPEX because the management has no plan to open new branches as LH Bank 
plans to focus on digital banking services. Moreover, after 2017, the management believes that the current IT 
infrastructure is capable to process transactions and serve the customers. 

10.6.7. Depreciation and Amortization Expenses 

Depreciation and amortization policy are based on current accounting standard. 

Assets Estimated useful life (average) 
Buildings 20 years 
Leasehold improvements 3 and 5 years 
Furniture and fixtures  5 years 
Office equipment 3 and 5 years 
Vehicles 5 years 
Computer software 5 years 
License fees 10 years 

10.6.8. Other financial assumptions 

 Thailand’s Gross Domestic Product (GDP) over the past 3 years (2013 – 2015) at 2.8% per annum 

 Dividend payout ratio of 40.2% of net profit based on average payout ratio of LHFG during the last 5 
years (2012 – 2016) 
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 Terminal growth rate of dividend after the projected period (after 2023 onwards) equals to 2.8% per 
annum as the company continues to expand and pay dividends 

 Thailand’s corporate income tax of  20.0% per annum 

 Minimum cash balance equals to 1 month of other operating expenses. Although the bank has 
abundant of cash, LHFG has other operating expenses such as staff expenses, branch expenses, 
selling and marketing expenses and other expenses to be paid each month. IFA has set the 
minimum cash balance to be retained at the company to cover 1-month expense based on 
conservative basis.   

 The valuation date is 3 May 2017 which is the date that IFA prepared this report. 

10.6.9. Discount Rate 

IFA uses cost of equity (Ke) as a discount rate in order to determine the present value of cash flows by 
calculating the following equation of Capital Asset Pricing Model (CAPM): 

Ke = Rf   +   * Market Premium 

Given: 

Details of calculation of Ke are provided as follow : 

 Assumptions used 
Rf  3.21% 

  0.81 
Rm      12.61% 
Risk Premium (Rm-Rf) 9.40% 
Cost of Equity (Ke) 10.84% 

Rf The risk-free rate of return is 3.21% per annum based on 15-year Thailand’s Government 
Bond yield as of 3 May 2017 which is the date IFA prepared this report. IFA is of view that the 
15-year Thailand’s Government Bond yield is appropriate as 15 years are long enough to 
cover the projected period (Source: Thai Bond Market Association) 

Rm      Market return of 12.61% per annum is based on 10-year historical market return from Setsmart 
as of 3 May 2017 which is the date IFA prepared this report.  IFA is of view that the 10-year 
historical market return  is appropriate as the length of time is capable to reflects 
approximately 2 cycles of economic conditions  


  

Beta is a measure of the volatility of a security or a portfolio in comparison to the market as a 
whole. IFA uses LHFG’s 5-year historical beta of 0.81 from Bloomberg as of 3 May 2017 
which is the date IFA prepared this report.  IFA is of view that the 5-year historical beta is 
appropriate as it is able to reflects the volatility of the share price to the market as a whole in 1 
business cyle.  
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Summary of LH BANK’s historical operating performance during 2014-2016 and projected period during 2017-2026 

Unit: THB million 2014 2015 2016 2017F 2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025F 2026F  

Net interest income 3,382 4,366 4,839 5,044  5,379  5,800  6,303  6,859  7,474  7,931  8,193  8,530  8,874  

Net fees and service income 216 349 511 525  540  555  570  586  603  619  637  655  673  

Gains on exchange rate 1 2 1 -    -    -    -    -    -    -    -    -    -    

Gains on investments 491 673 1,188 45  -    -    -    -    -    -    -    -    -    

Dividend income 132 126 397 408  419  431  443  455  468  481  495  509  523  

Other revenue 24 26 32 33  34  35  35  36  38  39  40  41  42  

Total operating revenue 4,247 5,543 6,967 6,055  6,372  6,820  7,352  7,937  8,582  9,071  9,364  9,734  10,112  

Other operating expenses, 

depreciation and amortization 

expenses 

2,045 2,400 2,602 2,297  2,377  2,398  2,515  2,710  2,913  3,079  3,178  3,304  3,432  

Bad debts and doubtful debt 

expenses 
710 1,090 1,025 232  396  445  436  428  438  463  476  489  503  

Earnings before income tax  1,492 2,054 3,341 3,527  3,599  3,977  4,401  4,799  5,232  5,529  5,710  5,941  6,177  

Income tax  290 402 644 705  720  795  880  960  1,046  1,106  1,142  1,188  1,235  

Net income 1,201 1,652 2,696 2,821  2,879  3,181  3,521  3,839  4,185  4,423  4,568  4,753  4,942  

Other comprehensive income  5 62 118 -    -    -    -    -    -    -    -    -    -    

Total comprehensive income 1,206 1,713 2,815 2,821  2,879  3,181  3,521  3,839  4,185  4,423  4,568  4,753  4,942  
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Summary of forecasted dividends in 2017-2026  

Unit: THB million 2017F 2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025F 2026F 

Net income 2,821  2,879  3,181  3,521  3,839  4,185  4,423  4,568  4,753  4,942  

Dividend payout ratio 40.2% 40.2% 40.2% 40.2% 40.2% 40.2% 40.2% 40.2% 40.2% 40.2% 

Dividend 1,135  1,158  1,279  1,416  1,544  1,683  1,779 1,837  1,911  1,987  

Terminal value          25,403  

Present value of dividend 1,059  975  972  970  955  939  894  833  781  731  

Present value of terminal Value 9,347           

Total present value of dividend 18,455           

Number of LHFG shares issued 

(million shares) 

13,639           

LHFG share price (THB per 

share) 

    1.35            

LHFG share price marked up 

with 25% Control Premium  

1.69          

According to the dividend payout ratio and discount rate assumptions, valuation price by DDM is equal to 
THB 1.35 per share and the price with the 25% control premium is THB 1.69 per share which is lower than 
the offering price to CTBC of THB 2.20 per share by THB 0.51 per share or lower by 23.2%.
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Summary of LHFG Share Valuation  

Valuation Method 
Appropriated

/ Not 
Appropriated 

Valuation 
Price 

Valuation Price 
plus 25% (Control 

Premium) 
(THB/Share)1/ 

Valuation Price Is Higer (Lower) 
than the Offering Price to CTBC 

  (THB/Share) (THB/Share) % 

1. Book Value Not 
Appropriate 

1.53 n.a. (0.67) (30.5) 

2. Adjusted Book Value Not 
Appropriate 

1.53 n.a. (0.67) (30.5) 

3. Market Price Appropriate 1.76 – 1.79 2.20-2.24 0.00-0.04 0.0 - 1.60 
4. Industry Multiple      

1) P/E Not 
Appropriate  

2.19 - 2.24 2.74 - 2.80 0.54 - 0.60 24.5 - 27.4 

2) P/BV Appropriate 1.94 - 1.98 2.42 - 2.48 0.22 - 0.28 10.1 - 12.7 
5. Precedented Transaction Not 

Appropriate 
There is no comparable transaction. 

6. Dividend Discount Model (DDM) Appropriate 1.35 1.69 (0.51) (23.2) 
1/ After the transaction, CTBC will hold 35.6% of total voting rights which is enable CTBC to object the resolution that needs 
the votes of not less than three fourths of total voting rights. IFA shall then add 25% control premium to the values assessed by 
methods 3, 4 and 6. For methods 1 and 2, no addition has been made since control premium has already been reflected in the 
assessed values of these methods. 25% control premium is the reciprocal of 20% minority discount which is referred to the 
minority discount range shown on Value a Business of Shannon P. Pratt. 

Each valuation method has different advantage and disadvantage as follow : 

Valuation 
Methods 

Advantages Disadvantages 

1. Book Value 
Approach 

– Reflects the latest actual financial 
position of LHFG as of 31 March 2017  
which is carefully reviewed by the 
management 

 

– Does not take into account of 
competency and profitability in the 
future 

– Does not take into account the 
subsequent event transactions  

2. Adjusted 
Book Value 
Approach 

– Reflects the latest actual financial 
position of LHFG as of 31 March 2017 
adjusted with subsequent event 
transactions, which is carefully reviewed 
by the management. 

 

– Does not take into account of 
competency and profitability in the 
future 
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Valuation 
Methods 

Advantages Disadvantages 

3. Market Price 
Approach 

– Refer to LHFG’s actual market price 
during each time frame of which the 
price change based on demand and 
supply of the market 

 

– The stock shall have sufficient liquidity 
to reflect investor’s perception on the 
stock. However LHFG’s stock is rather 
liquid. Therefore, the price change in 
the past has reflected investor’s  
perception short-term and long-term 
towards LHFG’s news, disclosed public 
information and perceived share value.  

4. Market 
Comparable 
approach  

  

4.1 P/BV – Refer to actual market price and 
financial positions and performance of 
listed commercial banks at a certain 
period of time 

– In case that each company has different 
accounting policy such as allowance for 
doubtful debt and depreciation, this 
method is not appropriate as the 
companies are not comparable. 
However, the accounting policy of each 
bank shall be the same as the banking 
industry is regulated by the Bank of 
Thailand and fixed assets is not the 
core assets of banking business.  

4.2 P/E – Refer to actual market price and 
financial positions and performance of 
listed commercial banks at certain period 
of time 

– Each bank has different business plan 
and loan portfolio structure as well as 
different capital structure, thus, this 
approach is not appropriate as the 
companies are not comparable. 

5. Comparable 
Transaction 
approach 

– Uses comparable price of historical 
transactions as a reference which 
reflects a perspective of the strategic 
acquirer who has a control over the 
targeted firm 

– Number of historical transactions is 
limited and there is no appropriate 
transaction due to differences in 
transaction value, controlling interest, 
timing of transactions, economic 
conditions, and investor’s perspective 
on banking industry at a certain period 
of time.  
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Valuation 
Methods 

Advantages Disadvantages 

6. Dividend 
Discounted 
Model 
Approach 
 

– Reflects business plan, future 
profitability, and ability to pay dividend.  

– DDM approach is based on many 
financial assumptions which forecasted 
by the management and IFA. Actual 
outcome might be different from the 
financial projection even though IFA has 
conducted a thorough analysis with due 
care on the appropriateness of the 
assumptions. 
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11. Opinion of Independent Financial Advisor 

Appropriateness of the Offering Price 

Considering advantages and disadvantages of valuation approaches, IFA is of the opinion that Market Price, 
P/BV, and Dividend Discount Model approaches are appropriate for the valuation of LHFG’s share price. 
Even though the Dividend Discount Model approach is based on many financial assumptions, the 
assumptions can reflect future business plans, operations, and profitability. Market price of stock and P/BV 
approaches reflect the investor willingness to pay and expectation of future return from asset.  

IFA is of opinion that other valuation approaches have limitations as follow ; 

 Book Value and Adjusted Book Value approaches consider only historical financial position and does not 
take into account the profitability and future performance.  

 Comparable Transaction approach has a limitation as there is no comparable transaction over the last 
few years.  

 P/E of comparables is not appropriate because each bank has different business plan, loan portfolios 

and capital structure. 

IFA opines that the Market Price, P/BV and DDM approaches are appropriate. The range of fair price is THB 
1.69 to 2.48 per share. Thus, the offering price of THB 2.20 per share is in the range of fair price and  
appropriate.          

Appropriateness of Terms and Conditions 

IFA is of opinion that terms and conditions of the transaction are appropriate because they reflect normal 
business conditions required in forming a strategic alliance which will help smooth the operations. There will 
be no change of key operating policies, according to share subscription agreement, shareholders agreement, 
and information disclosed in draft form 247-7, informing that CTBC has no plan to modify authority structure 
within the next 12 months after share subscription, even though CTBC has the right to nominate directors 
and managements. 

Appropriateness of the Transaction and an Approval of Whitewash  

IFA opines that the capital increase by issuing and offering the new shares to CTBC is a form of having 
strategic alliance, which will support LH Bank business. Although, CTBC request for a right to nominate 
directors in LHFG and LH Bank, IFA is of opion that this is consistent with CTBC’s ownership of interest in 
LHFG and considered as common practice for having strategic alliance. Moreover, CTBC has intention to 
continue LHFG’s busiess and management structure as well as organization structure as LHFG’s current 
practice.   
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The capital increase from CTBC will strengthen LHFG’s financial position and improve profitability of LHFG 
and LH Bank in the long term. CTBC will support 3 new businesses including (1) Wealth Management, (2) 
Trade Finance, and (3) Digital Banking. The cooperation will expand LH Bank’s services, give an access to 
new customer groups, and improve LH Bank’s competitiveness, leading to higher return to shareholders in 
the future. 

However, with  35.6% ownership in LHFG after the capital injection, CTBC will be able to object the 
resolution that requires votes of not less than three fourths of total voting rights. Hence, existing shareholders 
might have dilution impact of voting rights.  

Regarding all reasons mentioned, Asiaplus Advisory Co., Ltd. as an IFA opines that this transaction has more 
advantages than disadvantages; hence, LHFG’s shareholders should vote for the private placement to CTBC 
and Whitewash.   

Yours sincerely,  

 

- Patchara Surajaras – 
 

(Dr. Patchara Surajaras) 
Director 

Asia Plus Advisory Co., Ltd. 

-Lec Sicoravit- 
 

(Lec Sicoravit) 
Director 

Asia Plus Advisory Co., Ltd. 

 

                         
         
 

 -Suwimol Srisophachit-

 

(Suwimol Srisophachit) 

Supervisor 

Asia Plus Advisory Co., Ltd. 
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12. CTBC Profile 

12.1. Company Overview 

CTBC is a private bank with the largest asset scale, more than TWD 3,522.7 billion (around THB 3.9 trillion) 
of total assets at the end of 2015, among privately-operated banks in Taiwan. In 2015, CTBC has a total of 
149 branches in Taiwan and 106 outlets located in 14 countries including U.S., Canada, Japan, India, 
Indonesia, Philippines, Thailand, Vietnam, Hong Kong, Singapore, Myanmar, Malaysia, Australia, and China.  

Formerly known as China Securities Investment Corp., CTBC Bank Co. Ltd. was established in 1966 and has 
been affiliated with CTBC Financial Holding Co., Ltd. since 17 May 2002. Operations include deposits, loans, 
guarantees, foreign exchange, offshore banking units (OBU), trusts, credit cards, cash cards, securities, 
bonds, proprietary futures, derivatives, factoring, safe deposit boxes, electronic banking services, and the 
national lottery. 

To maximize operational scope, CTBC Bank merged with Grand Commercial Bank in December 2003, 
acquired the Fengshan Credit Cooperative in July 2004 and was successful in its bid to purchase Enterprise 
Bank of Hualien in May 2007. CTBC formally merged with the Chinatrust Bills Finance Corporation on 28 
April 2008. The acquisition of The Tokyo Star Bank, Ltd. was approved on 20 December 2013 at CTBC 
Holding’s extraordinary shareholder meeting. The transfer of 100% shares was completed on 5 June 2014.  

Scope of business is as below:  

1. Institutional Banking: CTBC continues to maintain its lead in institutional banking in Taiwan’s 
banking industry. It plans to broaden revenue sources domestically by optimizing core business and 
growing emerging business. Furthermore, CTBC also strives to fully utilize its global network, 
augments overseas market, and links cross-border opportunities to boost synergy with the goal of 
accelerating the growth of international business. Its primary products and services are explained 
below: 

 Cash Management – Driven by strong sales and quality products, CTBC’s market share of total 
deposits continued to increase, reaching 6.1% in 2015. The growth of its deposit volume led 
the market, especially foreign currency deposits, with an annual growth rate of 25% and a 
market share of 8.5%. It was ranked number two in Taiwan in December 2015. 

 Trade Finance – In 2015, CTBC maintained its focus on trade finance business. Its trade 
finance assets grew by 5% in 2015. CTBC’s trade business maintained its ranking of number 
sic in Taiwan and was ranked number one among private banks in terms of volume of letter of 
credit issuance and negotiation. 

 Custody/Corporate Trust – The business continued to grow in 2015. CTBC assets under 
custody from all segments reached NT$ 1.9 trillion (around TWD 60.0 billion) at the end of 
2015. Revenue from the segment reached NT$ 1.0 billion (around TWD 31.3 million) in 2015.  



                                                                        Opinion of the Independent Financial Advisor on Whitewash (Translation) 

54 
 
 

 Syndicated Loans – Its broad client base, investor penetration, structuring capabilities, and 
geographical/sector diversification enabled CTBC to maintain its position as the top loan 
syndication powerhouse on the Taiwan market. Its structured financing includes Leverage 
Buyout/Acquisition Financing, Asset-Based Financing, Securitization, and Project Finance. 

 Fixed Income Underwriting – CTBC’s bond house offers an alternative funding source to its 
clients. In 2015, it introduced new overseas issuers to Taiwan’s Formosa Bond Market and also 
completed overseas deals with such organizations as Morgan Stanley, Nomura International 
Funding Pte Ltd, and Bank of China Limited. 

 Treasury & Derivatives – CTBC provides a wide range of financial products including bonds, 
exchange-traded and over-the-counter derivatives, foreign exchange, and money market 
instruments, to meet the investment and hedging needs of institutional investors, small and 
medium-sized enterprises, middle-market enterprises, and large corporates. CTBC maintained 
its position as a leading investment bank and performed well in 2015. It was ranked the first in 
the derivatives market share in terms of trade volume among Taiwanese banks. 

2. Retail Banking: comprised of wealth management services, including financial planning, asset 
allocation planning, and advisory services, and secured lending services such as home mortgages, 
refinancing, and installment loans. 

 Wealth Management – Both number of wealth management customers and asset under 
management have grown over the past few years, with 6% and 10% growth, respectively, over 
2015. CTBC’s open platform strategy enables it to provide comprehensive and innovative weal 
management products to meet customers’ diversified needs. The two major product lines, 
including mutual funds and bancassurance, have shown robust growth.  

 Mortgages – CTBC was ranked number four in the mortgage market in 2015. In spite of 
downtrends in the local housing market, CTBC was able to improve asset quality and increase 
profitability through customer-oriented lending strategies. 

 Internet Banking – CTBC provides a wide range of interactive banking services on the internet.  
In 2015, the number of CTBC interest banking users exceeded 2.8 million with more than four 
million visits per month. 

 ATM Services – With 5,505, CTBC has the highest number of ATMs and with 32% of the 
market, the highest volume of interbank withdrawal transactions.  

 Mobile Banking – CTBC enjoys the highest market share in mobile banking. It has 0.9 million 
mobile banking users and has seen more than one million APP downloads, the highest in the 
financial category on Taiwan’s APP Store. CTBC was the first in the industry to launch 
electronic payment application via QR code by which clients can make credit card payments 
through the mobile application.  
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3. Cards and Payment Banking  

 Credit cards – In 2015, CTBC maintained its lead in the credit card market and focused on 
expanding its portfolio in distinct segments with specific new products.  

 Unsecured lending – CTBC launched its CTBC Loan application and automatic information-
processing platform. Customers can also use smartphones, tablets, or personal computers to 
access the platform which provides simple and efficient online loan services, including loan 
consultancy, speedy loan process, and loan disbursements. 

4. Business in Japan: CTBC has undertaken the responsibility to supervise and manage two operations 
in Japan, namely, at its Tokyo Star Bank (“TSB”) subsidiary and Tokyo Branch. TSB provides 
prominent financial services to its customers in the institutional banking and retail banking fields 
throughout its 32 branches located in Greater Tokyo.  

 Institutional Banking – Its main operation bases, located in Tokyo and Osaka, enjoyed steady 
business growth. It provided a variety of cross-border financial services, such as export credit 
insurance, overseas structured lending, and syndicated loans. By the end of 2015, loan balance 
growth stood at 15% over the previous year.  

 Retail Banking – TSB was able to capture business opportunities for wealth management on 
local markets. Total deposit balance accounted for JPY 2 trillion as of December 2015.   

12.2. CTBC Financial Holding’s Shareholding Structure 

 
Source: CTBC Financial Holding’s 2015 Annual Report 
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12.3. List of Major Shareholders 

As of 30 September 2016, CTBC is wholly-owned by CTBC Financial Holding Co., Ltd. 

No. Shareholders No. of shares % 

1 CTBC Financial Holding Co., Ltd. 10,520,577,905 100.00% 

Source: draft of 247-7 

List of top 10 major shareholders of CTBC Financial Holding Co., Ltd. as of 18 April 2017 is as below: 

No. Shareholders No. of shares % 

1 Yi Kao Investment Co., Ltd. (Investment)  563,580,574 2.89% 

2 Mega International Commercial Bank Co., Ltd.  507,260,455 2.60% 

3 Cathay Life Insurance Co., Ltd.  503,721,368 2.58% 

4 China Life Insurance Co., Ltd.  432,327,303 2.22% 

5 Government of Singapore  330,852,851 1.70% 

6 Chuan Wei Investment Co., Ltd. 313,835,344 1.61% 

7 CTBC Bank Trust Account for CTBC Financial Holding 
Employee Welfare Savings Committee  

303,888,357 1.56% 

8 Bank of Taiwan Co., Ltd.  302,632,426 1.55% 

9 Vanguard Emerging Markets Stock Index Fund, A 
Series Of Vanguard International Equity Index Funds  

302,069,635 1.55% 

10 Jeffrey L.S. Koo 278,012,199 1.43% 

Total number of shares of top 10 shareholders 3,613,183,645 20.01% 

Source: Company’s Website and draft of 247-7

 

12.4. List of Board of Directors 

As of 23 January 2017, list of Board of Directors was as below: 

No. Name Position 

1 Zhaoqin Tong Chairman 

2 Minghsien Li Vice President 

3 Wen-Long Yan Director 

4 Xiangchuan Xue Director 

5 Guoshi Chen Director 

6 Kunbao Lin Director 
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No. Name Position 

7 Deqiang Liang Director 

8 Junde Jiang  Director 

9 Yuanbao Chen Director 

10 Zhongyu Wang Independent Director 

11 Wenzhi Li Independent Director 

12 Zhihong Li Independent Director 
Source: Share change registration form of CTBC, as of 23 January 2017

 

12.5. CTBC Financial Results 

Consolidated Balance Sheets 

Consolidated Balance Sheets (Unit : TWD million) 31 December 
2014 

31 December 
2015 

31 December 
2016 

Cash and cash equivalents     109,030.2  81,203.9   84,221.9  
Due from Central Bank and call loans to bank 274,292.4  402,006.0  265,151.3  
Financial assets measured at fair value through profit and 
loss 

108,400.3 140,602.1  174,295.3  

Available-for-sale financial assets     550,798.2 455,708.3  594,750.3  
Derivative financial assets 1,499.5 107.5  416.3  
Securities purchased under reverse repurchase agreements 2,774.4  -  237.5  
Receivables-net     176,298.5 146,674.7  104,383.3  
Current income taxes assets 946.0 900.3  684.5  
Assets held for sale-net 6,323.3  -  -    
Loans-net  1,820,196.2   2,011,474.3   2,049,562.1  
Held-to-maturity financial assets-net       71,154.3 147,667.1  126,054.0  
Investment under equity method-net 2,011.0 2,220.4  2,215.0  
Other financial assets-net      20,725.6  17,643.3  18,456.4  
Premises and equipment-net       42,828.7  49,743.8  46,056.8  
Property investment - net - -  4,450.1  
Intangible assets-net       14,600.8 14,788.7  14,800.2  
Deferred income tax assets-net        9,182.0  8,829.4  8,145.6  
Other assets-net       26,551.3 39,647.9  28,792.6  
Total Assets    3,237,612.5  3,519,217.7  3,522,673.2  
Deposits from Central Bank and other banks 49,934.4  45,634.3   63,498.7  
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Consolidated Balance Sheets (Unit : TWD million) 31 December 
2014 

31 December 
2015 

31 December 
2016 

Due to Central Bank and other banks 54,087.1  19,735.0   6,040.3  
Financial liabilities measured at fair value through profit or 
loss 

92,816.2  127,592.6   92,157.5  

Derivative financial liabilities-hedging 916.3  441.4   303.6  
Securities sold under repurchase agreements 60,230.8  50,648.1   39,933.5  
Payables 76,956.9  60,103.5   65,835.5  
Current income taxes liabilities 3,397.4  2,981.3   2,354.1  
Deposits and remittances 2,421,899.0  2,734,383.6   2,762,677.8  
Financial debentures 98,457.3  81,270.6   71,405.9  
Other financial liabilities     167,097.6  151,058.5   152,966.6  
Provisions        5,501.7  6,033.4  5,875.5  
Deferred income tax liabilities           887.1  469.3   369.7  
Other liabilities        6,020.0           5,374.2  6,157.8  
Total Liabilities   3,038,201.9  3,285,725.8  3,269,576.4  
Capital stock    
Common stock       91,092.8  105,729.3  131,125.7  
Capital surplus:       
Capital premium       25,000.6  26,911.5  28,607.2  
Others         1,181.5  1,181.5  1,181.5  
Retained earnings:        
Legal reserve       44,370.2  54,648.9  64,921.0  
Special reserve    4,814.5  14,424.2  11,442.0  
Undistributed earnings       34,001.8  31,382.0  23,115.0  
Other equity interest       (3,848.7) (866.5)  (7,378.3) 
Equity attributable to former owner of business combination 
under common control 

2,717.3 -  -    

Non-controlling interest            80.7  81.0  82.8  
Total Equity      199,410.6  233,491.9  253,096.8  
Total Liabilities and Equity    3,237,612.5  3,519,217.7  3,522,673.2  

Source: Annual Report 2014, 2015, and financial statement of 2016 
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Consolidated Statements of Comprehensive Income 

Consolidated Statements of Comprehensive Income 
(Unit : TWD million) 

2014 2015 2016 

Interest income        58,833.2  63,933.7  65,265.7  

Interest expenses (20,566.9) (20,859.9)  (17,942.9) 

Net interest income 38,266.3 43,073.8  47,322.8  

Net income except interest: - -  -    

Service fee and commission income        31,717.7  34,694.9  32,186.9  

Gains on financial assets or liabilities measured at fair value 
through profit or loss 

       11,292.2  11,207.5  6,724.3  

Realized gains on available-for-sale financial assets          1,658.2  1,339.9  1,871.6  

Realized gains on held-to-maturity financial assets 67.1 0.4  0.5  

Foreign exchange losses (4,427.1) (4,387.6)  1,845.6  

Impairment loss (28.6) (67.4)  (127.2) 

Proportionate share of gains (losses) from associates or 
joint ventures under equity method  

(17.2) 89.2  80.8  

Other net non-interest income            838.6  2,040.7  745.5  

Gains on disposal of property - 10,229.8  -    

Loss on retirement of assets (10.4) (3,071.1)  (31.4) 

Gain from a bargain purchase 14,814.2 -  -    

Public-welfare lottery payment (2,700.0) (2,700.0)  (2,700.0) 

Net revenue          91,470.9 92,450.1  87,919.4  

Provisions for bad debt expenses and guarantee reserve        (3,038.0) (1,158.3)  (5,813.3) 

Operating expenses:       

Employee benefits expenses      (24,410.7) (26,359.0)  (28,130.7) 

Depreciation and amortization expenses 
        

(2,090.7) 
(2,979.2)  (3,225.5) 

Other general and administrative expenses (19,332.0) (22,164.1)  (21,823.3) 

Total operating expenses (45,833.5) (51,502.4)  (53,179.4) 

Net income before tax 42,599.5 39,789.4  28,926.7  

Income tax expenses (5,725.0) (5,544.9)  (5,830.5) 

Net income          36,874.4 34,244.4  23,096.2  

Other comprehensive income (net amount after tax) 511.9 2,450.5  (6,491.3) 
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Consolidated Statements of Comprehensive Income 
(Unit : TWD million) 

2014 2015 2016 

Total comprehensive income 
        

37,386.3 
36,695.0  16,604.9  

Net income attributable to:    

Parent company        34,274.8 31,906.8  23,092.2  

Equity attributable to former owner of business combination 
under common control 

2,606.0 2,333.5  -    

Non-controlling interest              (6.3) 4.3  4.0  

Comprehensive income attributable to:    

Parent company 34,761.9 34,363.8        16,603.1     

Equity attributable to former owner of business combination 
under common control 

2,614.8 2,330.9 - 

Non-controlling interest 9.7 0.3 1.8    

Total Comprehensive income 37,386.3 36,695.0 16,604.9  

Source: Annual Report 2014, 2015, and financial statement of 2016 

Financial Ratios 

Consolidated financial statements  2014 2015 2016 

Profitability ratio    

Gross profit margin  73.7% 74.7% 77.2% 

Net profit margin 40.3% 37.0% 26.3% 

Yield on interest income 2.2% 2.1% 2.2% 

Yield on interest expense 0.8% 0.7% 0.6% 

Net interest margin (“NIM”) 1.4% 1.4% 1.5% 

Return on investment 3.7% 2.9% 0.5% 

Financial ratio    

Debt to equity (time) 15.2 14.1  12.9  

Loans to borrowings ratio 70.1% 69.9% 70.7% 

Loans to deposits ratio 75.2% 73.6% 74.2% 

Deposits to total liabilities ratio 79.7% 83.2% 84.5% 

Dividend payout ratio 45.4% 70.4% 104.3% 

Capital adequacy ratio 13.5% 13.0% 14.0% 

Asset quality ratio    
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Consolidated financial statements  2014 2015 2016 

Loan loss reserve ratio 1.6% 1.4% 1.4% 

Non-performing loan to total loans ratio 1.0% 0.8% 0.6% 

Accrued interest receivable to total loans ratio 0.4% 0.3% 0.3% 

Source: Calculated from the information on Consolidated FS of 2014, 2015 and 2016  

Summary of CTBC Financial Highlights 

Assets 

At the end of 2014 – 2016, CTBC had total assets of TWD 3,237,612.5 million, TWD 3,519,217.7 
million, and TWD 3,522,673.2 million, respectively. The amounts increased by 8.7% and 0.1% 
respectively. Details of significant assets are as followed: 

 Loans and interest receivable-net was 58.2% of total assets as of 31 December 2016. At the end of 
2014 – 2016, the amount was TWD 11,820,196.2 million, TWD 2,011,474.3 million, and TWD 
2,049,562.1 million, or increased by 10.5% and 1.9 % respectively. Primary driver of the growth 
was foreign currency loans, corporate loans, and mortgage loans, which accounted for TWD 
959,216.6 million, TWD 621,694.0 million and TWD 513,927.9 million or 44.5%, 28.8%, and 23.8% 
of total loans-net as of 31 December 2016. Foreign currency loans, corporate loans, and mortgage 
loans rose (declined) by 4.3%, 11.7%, and 14.2%, respectively, from the previous year. 

 Available-for-sale financial assets-net was 16.9% of total assets as of 31 December 2016.  At the 
end of 2014 – 2016, the amount was TWD 550,798.2 million, TWD 455,708.3 million, and TWD 
594,750.3 million, or increased (decreased) by (17.3%) and 30.5  respectively. The growth in 2016 
was mainly from negotiable certificates of deposit, accounting for TWD 389,021.7 million, increased 
by 72.4% from 2015 

Liabilities 

At the end of 2014 – 2016, CTBC had total liabilities of TWD 3,038,201.9 million, TWD 3,285,725.8 
million, and TWD 3,269,576.4 million respectively. The amounts increased by 8.1% and 0.5% 
respectively. Details of significant liabilities are as followed: 

 Deposits and remittances was TWD 2,762,677.8 million at the end of 2016, accounting for 84.5% of 
total assets. It increased from TWD 2,421,899.0 million and TWD 2,734,383.6 million in 2014 and 
2015, or grew by 12.9% and 1.0%, respectively. The growth was mainly from foreign currency 
deposits, increased for  TWD 1,316,521.1 million or 12.3% from 2014 and increase 2.7% from 
2015. 

 Other financial liabilities were TWD 152,966.6 million, or 4.7% of total assets as of 31 December 
2016. It rose from TWD 167,097.6 million and TWD 151,058.5 million compared to 2014 and 2015, 
or increased(decreased) by (9.6%) and 1.3%, respectively. For 2016, the inceasing was due to 
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guarantee deposits-securities lending transaction, which accounted for TWD 14,247.7 million at the 
end of 2015 to TWD 25,268.4 million at the end of 2016, or increasing by 77.4 

 Financial debenture was TWD 71,405.9 million, or 2.2% of total assets at the end of 2016. It 
increased from TWD 98,457.3 million and TWD 81,270.6 million compared to 2014 and 2015, or 
increased (decreased) by (17.5%) and 12.1 respectively. The inceasing was due to the due date 
debenture and debenture with call option was accounted for TWD 45,975 million, while the amount 
of new debenture issued was TWD 25,177 million  

 Financial liabilities measured at fair value through profit or loss was TWD 92,157.5 million, or 2.8% 
of total liabilities at the end of 2016. It increased (decreased) from TWD 92,816.2 million and TWD 
127,592.6 million compared to 2014 and 2015, or increased by 37.5% and (27.8%), respectively. 
The decreasing was mainly from derivative debentures, decreased from TWD 88,909 million to 
TWD 63,978 million or 28.0%, and from the fair value of the financial liabilities which decreased 
from TWD 38,683 million to TWD 28,178 million 

Equity 

At the end of 2014 – 2016, CTBC had total equity of TWD 199,410.6 million, TWD 233,491.9 million 
and TWD 253,096.8 million increasing by 17.1% and 8.4 respectively.  

For 2015, the growth was mainly from retained earnings which accounted for TWD 100,455.1  million, 
increasing 20.8% compared to 2014. CTBC increased its capital from retained earning for TWD 
14,113.0 million on 6 August 2015 and issue new shares for CTBC Insurance Brokers Co., Ltd for the 
acquisition which is equal to TWD 523.5 million on 30 November 2015. For 2016, the increasing is 
mainly because of capital increase by shareholders equal to TWD 25,396.46 million 

Summary of Operating Performance 

Revenue 

During 2014 – 2016, CTBC had total revenue of TWD 91,470.9 million, TWD 92,450.1 million, TWD 
87,919.4 million, increasing by 1.1% and 4.9% respectively. Details of significant revenue are as 
followed 

 Interest income-net was 53.8% of total revenue in 2016. In 2014-2016, it accounted for 
TWD 38,266.3 million, TWD 43,073.8 million, TWD 47,322.8 million, increasing 12.6% and 
9.9% respectively. This was mainly due to an increase of total loans.  

 Non-interest income-net was 46.2% of total revenue in 2016. In 2014-2016, it accounted 
for TWD 53,204.6 million, TWD 49,376.3 million, and TWD 40,596.6 million, increasing 
(decreasing) (7.2%) and (17.8%) respectively. The decreasing in 2016 was mainly due to 
the reduction of service fees and commission for TWD 2,508.0 million or 7.2% from 2015 
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and reduction of the fair value of profit on financial assets for TWD 4,483.3 million or or 
40.0% from 2015  

Operating Expenses 

During 2014 – 2016, CTBC had operating expenses of TWD 45,833.5 million, TWD 51,502.4 million, 
and TWD 53,179.4 million, increasing by 27.6% and 3.3% respectively. The growth was primarily from 
employee benefits expenses. 

Net Income 

In 2014 – 2016, CTBC had net income of TWD 36,874.4 million, TWD 34,244.5 million, and TWD 
23,096.2 million, increasing(decreasing) by (7.1%) and (32.6%) respectively. For 2015, the decrease 
was due to higher operating expenses, which accounted for 55.7% of net revenue compared to 50.1% 
of net revenue in 2014. For 2016, the reduction was due to Non-interest income-net decreased for TWD 
8,780.0 million or 17.8% from 2015 and the increasing of provision for bad debt expenses and  
guarantee reserve for TWD 4,655.0 million or 401.9% from previous year.
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13. LHFG Profile 

13.1. Company Overview 

LHFG is a non-operating holding company and a parent company of financial business group.  
Operations can be categorized into four business groups including commercial bank, fund management, 
securities, and financial advisory, to provide various forms of financial services and to completely 
respond to financial needs of clients. As of 31 March 2017, LHFG has issued and paid-up capital of 
THB 13,638.7 million and total assets of THB 215,042.7 million. 

Details of each business group are as below: 

1. Commercial bank business operates under LH Bank, which is a subsidiary of LHFG. At the end of 
first quarter in 2017, LHFG holds 99.9% of total paid-up share capital of LH Bank. The bank has a 
total of 134 branches and allies with Home Product Center PCL (“HomePro”) to expand branches in 
all provinces where HomePro is located. It has steadily developed products and services in order to 
meet customer needs. Its products and services can be divided into 4 main groups as followed: 

1.1. Deposit service for individuals, juristic persons, non-profit juristic persons, government 
agencies/state enterprise, funds, cooperative, and domestic financial institutions 

1.2. Lending services which can be categorized into 3 business sectors: (1) Big Corporate & 
Corporate lending (2) SMEs & SSME lending, which covered working capital as well as 
production capacity expansion through capital expenditure for buildings, plants, and equipment 
(3) Retail lending, mainly for consumption purpose such as housing loans, multi-purpose loan, 
personal loan, educational loan, or hire purchase loan 

1.3. Electronic services: ATM, internet banking (LH Bank Speedy), fund transfer service, LH Bank 
CDM, Cash Management, and internet banking on mobile 

1.4. Other services such as insurance brokerage service, mutual fund selling agent service, 
financial products services, or agent service for private funds companies 

2. Securities business operates under LH Securities. LH Securities officially operated from 29 
September  2014. Services include securities brokerage, derivatives brokerage, mutual fund trading, 
securities underwriting, and securities borrowing and lending. 

3. Fund management business operated under LH Fund. Services include mutual fund, property fund, 
provident fund, private fund, and real estate investment trust. At the end of 2015, the company had 
managed a total of 55 funds with a total net asset value of THB 64,276.1 million, holding market 
share of 1.4%. 

4. Financial advisory business operated under LH Advisory. The company provides financial advisory 
services including initial public offering, company listing on the Stock Exchange of Thailand, merger 
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and acquisition, stock valuation, financing, debt restructuring, project feasibility analysis, and other 
related services. 

13.2. LHFG’s Shareholding Structure 

 
Source: Form 56-1, 2016   

13.3. Income Structure Grouped by Business Segment 

Income structure 2014 2015 2016 
Grouped by business segment THB 

million 
% THB 

million 
% THB 

million 
% 

Interest income       
   Investment holding business 0.0 0.0% 0.0 0.0% 0.1  0.0% 
   Commercial banking business 7,454.8 175.5% 8,479.8 153.0% 8,786.7  126.1% 
   Fund management business - - 0.0 0.0% 0.0  0.0% 
   Securities business 0.3 0.0% 14.0 0.3% 23.3  0.3% 
   Financial advisory business - - - - - - 
Total interest income 7,455.1 175.6% 8,493.9 153.2% 8,810.0  126.5% 
Total interest expense (4,073.2) (95.9%) (4,127.5) (74.5%) (3,971.0) (57.0%) 
Net interest income 3,381.9 79.6% 4,366.4 78.8% 4,839.0  69.5% 
Fees and service income       
   Commercial banking business 198.7 4.7% 268.3 4.8% 276.3  4.0% 
   Fund management business 94.3 2.2% 131.9 2.4% 268.1  3.8% 
   Securities business 3.7 0.1% 55.3 1.0% 92.5  1.3% 
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Income structure 2014 2015 2016 
Grouped by business segment THB 

million 
% THB 

million 
% THB 

million 
% 

   Financial advisory business - - - - - - 
Total fees and service income 296.8 7.0% 455.6 8.2% 636.9  9.1% 
Total fees and service expenses (80.5) (1.9%) (106.2) (1.9%) (126.3) (1.8%) 
Net fees and service income 216.2 5.1% 349.4 6.3% 510.6  7.3% 
Total other income 648.5 15.3% 827.6 14.9% 1,617.5  23.2% 
Total operating income 4,246.7 100.0% 5,543.4 100.0% 6,967.1  100.0% 

Source: Form 56-1, 2015 and 2016 

13.4. List of Major Shareholders 

List of top 10 major shareholders of LHFG as of 7 March 2017 (latest book closing date to determine a 
list of shareholders who have right to attend 2017 annual general meeting) is as follow : 

No. LHFG Shareholders No. of shares % Ownership 
1 Land and Houses PCL (“LH”) 4,634,761,967 33.98% 
2 Quality Houses PCL (“QH”) 2,910,199,375 21.34% 
3 Hanpanich Family    2,210,367,300  16.21% 
 Miss Piengjai Hanpanich 2,210,050,479 16.20% 
 Miss Chayapa Hanpanich  316,821 0.01% 
4 Thai NVDR Company Limited 253,804,091   1.86% 
5 Asavabhokhin family 198,682,177 1.46% 
 Mr. Anuphong Asavabhokhin 97,986,233 0.72% 
 Mr. Achanan Asavabhokhin 97,986,233 0.72% 
 Mr. Apichit Asavabhokhin 2,709,712 0.02% 
6 Mr. Wiroj Engpaiboon 184,010,134 1.35% 
7 Mr. Samrerng Manoonphol 154,469,223  1.13% 
8 Mr. Pairoj Paisansrisomsuk 68,000,098  1.09% 
9 EAST FOURTEEN LIMITED-EMERGING 

MARKETS SMALL CAP SERIES  
45,557,466  0.75% 

10 EAST FOURTEEN LIMITED-DFA EMERG 
MARKET CORE EQ PORT  

42,965,027  0.58% 

Total number of shares of top 10 shareholders 10,702,816,858 78.48% 
Other shareholders 2,935,882,394  21.52% 
Total 13,638,699,252  100.00% 

Source: List of shareholders as of 7 March 2017  



                                                                        Opinion of the Independent Financial Advisor on Whitewash (Translation) 

67 
 
 

 

 

List of top 10 major shareholders of LH as of 16 March 2017 (latest book closing date to determine a 
list of shareholders who have right to attend 2017 annual general meeting) is as follow : 

No. LH Shareholders No. of shares % Ownership 
1 Mr. Anant Asavabhokhin 2,859,167,547 24.04% 
2 Thai NVDR Company Limited  2,246,144,341 18.89% 
3 GIC PRIVATE LIMITED 1,932,798,432 16.25% 
4 Mayland Co., Ltd. 676,289,269 5.69% 
5 CHASE NOMINEES LIMITED  644,419,383 5.42% 
6 Social Security Office  393,823,440 3.31% 
7 STATE STREET BANK AND TRUST COMPANY  203,555,838 1.71% 
8 LITTLEDOWN NOMINEES LIMITED   167,501,020 1.41% 
9 Miss Piengjai Hanpanich 134,900,000 1.13% 
10 THE BANK OF NEW YORK MELLON  130,134,639 1.09% 

Total number of shares of top 10 shareholders 9,388,733,909  78.94% 
Source: Setsmart as of 3 May 2017  

List of top 10 major shareholders of QH as of 15 March 2017 (latest book closing date to determine a 
list of shareholders who have right to attend 2017 annual general meeting) is as follow : 

No. QH Shareholders No. of shares % Ownership 
1 Land and Houses PCL (“LH”) 2,675,945,601 24.98% 

2 GIC PRIVATE LIMITED 1,154,421,450 10.77% 

3 Thai NVDR Company Limited  602,980,757 4.84% 

4 N.C.B.TRUST LIMITED-NORGES BANK 11  281,261,300 4.19% 

5 CHASE NOMINEES LIMITED   193,686,688 2.85% 

6 J.P. MORGAN BANK LUXEMBOURG S.A. 

LEND  

 192,915,366 2.15% 

7 CITIBANK NOMINEES SINGAPORE PTE LTD-

UBS AG LDN BRANCH A/C CLIENT NRBS 

 164,182,550 1.49% 

8 STATE STREET BANK EUROPE LIMITED   163,913,339 1.42% 

9 NORTRUST NOMINEES LTD-CL AC   151,302,604 1.12% 

10 Krungsri Dividend Stock Fund   149,721,933 1.07% 

Total number of shares of top 10 shareholders 5,730,331,588 53.85% 
Source: Setsmart as of 3 May 2017 
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13.5. Board of Directors and Executive Directors 

As of 3 May 2017, LHFG’s Board of Directors 

No. Board of Directors Position 
1 Mr. Anant Asavabhokhin* Chairman 
2 Mr. Rutt Phanijphand Chief Executive Officer / Director 
3 Mrs. Sasitorn Phongsathorn Managing Director / Director 
4 Mr. Naporn Sunthornchitcharoen Director 
5 Mrs. Suwanna Buddhaprasart Director 
6 Mr. Khunawut Thumpomkul Director 
7 Mr. Phairoj Hengsakul Independent Director / Chairman of the 

Audit Committee 
8 Mr. Adul Vinaiphat Independent Director / Audit Committee 
9 Mr. Somsak Assavapokee Independent Director / Audit Committee 

* Mr. Anant Asavabhokhin has resigned from the Chairman position since 19 May 2017 
Source: setsmart as of 24 May 2017 

As of 31 December 2016, LHFG’s executive directors  

No. Executive Directors Position 
1 Mr. Rutt Phanijphand Chairman of Executive Director 
2 Mr. Naporn Sunthornchitcharoen Executive Director 
3 Mr. Khunawut Thumpomkul Executive Director 
4 Mrs. Sasitorn Phongsathorn Executive Director 

Source: Form 56-1, 2016
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13.6. LHFG Financial Results 

Statements of Financial Position 

Statements of Financial Position       
(Unit : THB million)  

31 December 
2014 

31 December 
2015 

31 December 
2016 

31 March 
2017 

Cash and cash equivalents 2,504.0  2,242.6  2,109.2 1,723.4 
Interbank and money market items 
(assets) 

13,117.2  17,676.4 17,326.4 16,528.4 

Derivative financial assets - - 2.9 47.0 
Investments - net 33,728.1 47,203.0 52,675.8 53,987.2 
Loans to customers and accrued interest 
receivables - net 

113,728.1 130,757.8 138,200.0 140,562.8 

Properties foreclosed - net 52.8  99.3   107.3 106.9 
Premises and equipment – net 543.8 499.0  403.9 407.8 
Intangible assets – net 291.5  297.3 302.4 295.7 
Deferred tax assets 145.2 197.5 263.5 272.1 
Accrued interest receivables on 
investments 

345.4  305.4  295.8 381.7 

Securities receivables 159.6 - - - 
Other assets - net 354.7  388.4  460.0 729.7 
Total assets  164,970.3 199,666.8 212,147.2 215,042.7 
Deposits 122,631.9  137,064.3   149,097.1 148,417.0 
Interbank and money market items 
(liabilities) 

23,171.2 20,638.6 20,009.9 18,959.4 

Liabilities payable on demand 109.9 176.5 76.0 263.3 
Derivative liabilities - 5.4 - - 
Debts issued and borrowings – net 1,000.0 21,664.0 20,327.5 24,073.6 
Interest payables 727.6 818.4 600.3 691.9 
Accrued expenses 339.2  420.6  483.2 357.6 
Provisions – Employee benefit 74.0 87.3 106.9 125.3 
Tax payable 256.5 288.8  341.2 430.3 
Revenue received in advance 158.0 275.3  235.9 239.7 
Accounts payable on purchase/sale of 
securities 

10.7  18.8 112.3 27.7 

Other liabilities 205.0 257.8  441.4 593.9 
Total liabilities 148,684.0 181,715.9 191,831.5 194,179.7 
Issued and paid-up capital 13,198.7  13,638.7  13,638.7 13,638.7 
Share premium 642.6 642.6 642.6 642.6 
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Statements of Financial Position       
(Unit : THB million)  

31 December 
2014 

31 December 
2015 

31 December 
2016 

31 March 
2017 

Revaluation surplus (deficit) on available-
for-sale investments – net of income 
taxes 

(78.9) (18.7) 99.6 67.4 

Retained earnings (statutory reserve) 396.4  528.7  709.6 709.6 
Retained earnings (unappropriated) 2,127.6 3,159.6 5,225.2 5,804.7 
Equity attributable to shareholders 16,286.4 17,950.9 20,315.6 20,863.0 
Non-controlling interests 0.0 0.0 0.0 0.0 
Total equity 16,286.4 17,950.9 20,315.6 20,863.0 
Source: Statements of financial position as of 31 December 2014, 2015, 2016 and 31 March 2017 
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Consolidated Statements of Comprehensive Income 

Consolidated Statements of Comprehensive Income (Unit : THB million) 2014 2015 2016 1Q16 1Q17 
Interest income 7,455.1  8,493.9   8,810.0  2,206.7  2,127.4  
Interest expenses (4,073.2) (4,127.5) (3,971.0) (1,015.2) (931.9) 
Net interest income 3,381.9 4,366.4 4,839.0  1,191.5  1,195.5  
Fees and service income 296.8 455.6 636.9  139.7  185.2  
Fees and service expenses (80.5) (106.2) (126.3) (28.1) (37.2) 
Net fees and service income (loss) 216.2 349.4 510.6  111.6  148.0  
Net gains on trading and foreign exchange 1.2  2.2 0.6  (0.4) 0.2  
Gains on investments 491.4  673.4 1,188.5  338.0  45.5  
Dividend income 131.7  126.2 396.6  69.9  146.9  
Other operating income 24.2 25.9 31.8  6.3  4.7  
Total operating income 4,246.7 5,543.4 6,967.1  1,716.8  1,540.9  
Other operating expenses (2,045.0) (2,399.6) (2,601.5) (622.3) (673.2) 
Bad debts, doubtful accounts and impairment loss (710.0) (1,089.6) (1,025.0)  (380.0)  (155.0)  
Profits before income tax expenses 1,491.6  2,054.2 3,340.5  714.5  712.7  
Income tax expenses (290.3) (402.4) (644.1) (143.0) (126.0) 
Net income 1,201.4 1,651.7 2,696.4  571.5  586.6  
Gains on revaluation of available-for-sale investments – net of income taxes 5.1 60.2 118.3  273.4  (32.2) 
Actuarial gains – net of income taxes - 1.5 0.1  - (7.1) 
Other comprehensive income for the period 5.1 61.6 118.4  273.4  (39.3) 
Total comprehensive income for the period 1,206.5 1,713.3 2,814.9  844.9  547.3  

Source: Statements of comprehensive income as of 31 December 2014, 2015, 2016, and 31 March 2017 
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Financial Ratios 

Consolidated Financial Statements 2013 2014 2015 1Q17 
Profitability ratio     
Gross profit margin 33.8% 43.4% 47.3% 49.3% 
Net profit margin 28.3% 29.8% 38.7% 38.1% 
Yield on interest income1/ 5.0% 4.8% 4.4% 4.2%4/ 
Yield on interest expense2/ 2.9% 2.5% 2.2% 2.2%4/ 
Net interest margin (“NIM”) 3/ 2.3% 2.5% 2.4% 2.3%4/ 
Return on investment 6.0% 5.6% 6.5% 4.6% 
Financial ratio     
Debt to equity (times) 9.1 10.1 9.4 9.3 
Loans to borrowings ratio 93.6% 83.9% 83.3% 83.2% 
Loans to deposits ratio 94.5% 97.3% 94.7% 96.8% 
Deposits to total liabilities ratio 82.5% 75.4% 77.7% 76.4% 
Dividend payout ratio5/ 40.6% 27.2% 26.3% n/a 
Capital adequacy ratio 12.4% 14.3% 13.8% 14.0% 
Asset quality ratio     
Loan loss reserve ratio 1.9% 1.9% 2.2% 2.3% 
Non-performing loan to total loans ratio 2.0% 1.9% 1.8% 1.9% 

Accrued interest receivable to total loans ratio 0.2% 0.2% 0.2% 0.1% 
Source: Calculated from financial statements of 31 December, 2014, 2015, 2016, and 31 March 2017 
1/ Yield on interest income = Interest income from loan and investment in debenture devided by average loan, interbank 
loan and investment in debenture (average beginning and ending balance of the year) 
2/ Yield on interest expense = Interest expense devided by average deposit, interbank loan, bill of exchange and 
subordinate debenture (average beginning and ending balance of the year) 
3/ NIM = (Interest income – Interest expenses) / average total loans and investments in debt securities 
4/ Annualized figure 
5/ Dividend payout ratio calculated from the amount of dividend paid in each year devided by net profit of which the 
dividends were paid from (previous year) based on the consolidated financial statements of LHFG. 

Summary of LHFG Financial Highlights 

Assets 

At the end of 2014 – 2016, LHFG had total assets of THB 164,970.3 million, THB 199,666.8 million, 

and THB 212,147.2 million, respectively. The amounts increased by 21.0% and 6.3% respectively. Total 

assets continued to rise to close the first quarter of 2017 at THB 215,042.7 million, increasing by 1.4% 

compared to the end of last year. Details of significant assets are as followed: 
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 Loans and interest receivable-net was 65.1% of total assets as of 31 December 2016. At the end of 

2014 – 2016, the amount was THB 113,728.1 million, THB 130,757.8 million and THB 138,200.0 

million, increasing by 15.0% and 5.7% respectively. The growth was primarily from corporate loans, 

which accounted for THB 69,774.3 million, THB 90,053.2 million, and THB 100,920.0 million during 

2014 to 2016, increasing 29.1% and 12.1% respectively.  

 Investments - net was 24.8% of total assets as of 31 December 2016.  At the end of 2014 – 2016, 
the amount was THB 33,728.1 million, THB 47,203.0 million, and THB 52,675.8 million, 
increasing(decreasing) by 40.0% and 11.6% respectively. The main reason is because of the increasing 
of hold to maturity securities. 

Liabilities 

At the end of 2014 – 2016, total liabilities was THB 148,684.0 million, THB 181,715.9 million, and THB 
191,831.5 million, growing by 22.2% and 5.6% respectively. As of 31 March 2016, it was THB 
194,179.7 million, increasing by 1.2% compared to the end of 2016. The details of important liabilities 
are shown below, 

 Deposit was THB 149,097.1 million or 77.7% of total liabilities in 2016. It rose from THB 122,631.9 
million and THB 137,064.3 million, increasing by 11.8% and 8.8% from 2014 and 2015 respectively. 
The growth was mainly from an increase of savings account, which is the result of the effort of LH Bank 
by increasing branches and create a variety of products for clients’ demand. 

 Debts issued and borrowings – net was THB 20,327.5 million or 10.6% of total liabilities at the end 
of 2016, which is reduced from THB 21,664.0 million at the end of 2015. At the end of March 2017, the 
amount increased to THB 24,073.6 million mainly because of the increasing of debentures. 

Equity 

At the end of 2014 – 2016, total equity was THB 16,286.4 million, THB 17,950.9 million, and THB 
20,315.6 million, growing by 10.2% and 13.2% respectively. As of March 31, 2016, it was THB 20,863.0 
million, increasing by 2.7% compared to the end of 2016. 

In 2015, retain earning increased by THB 1,164.4 million, net from THB 48.8 million of cash dividends 
and  THB 439.9 million of share dividends. In 2016, LHFG’s retained earning increased by THB 2,246.5 
million, net from cash dividends of THB 450.1  million. 

Summary of Operating Performance 

Revenue 

During 2014 - 2016, LHFG had total revenue of THB 4,246.7 million, THB 5,543.4 million and THB 
6,967.1 million,  increasing by 30.5% and 25.7% respectively. In the first quarter of 2017, total revenue 
was THB 1,540.9 million, reduced by 10.2% compared to the same period in 2016. Details of significant 
income are as follow:  
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 Interest income-net was 69.5% of total revenue in 2016. In 2014-2016, it accounted for THB  

3,381.9 million, THB 4,366.4 million and THB 4,839.0 million, increasing 29.1% and 10.8% 

respectively. This was mainly due to an increase of total loans and Interbank and money market 

items, especially the increasing of corporate loan from THB 69,774.3 million, THB 90,053.2 million 

and THB 100,920.0 million at the end of 2014 – 2016 respectively. For Q1 2017, the interest 

income-net was THB 1,195.5 mn, increasing by 0.3% from the same period of last year. 

 Fees and service income was 7.3% of total revenue in 2016. In 2014-2016, it accounted for THB 

THB 216.2 million, THB 349.4 million and THB 510.6 million increasing (decreasing) by 61.6% and 

46.1% respectively. This was mainly due to a growth of fees and services revenues, which rose 

29.3% and 9.4% in 2015 and 2016, respectively. This was primarily from the promotion to increase 

the number of depositors and stimulation, LH Bank ATM card, the increase of commission fee, 

mutual fund management, and selling agent fee from sales of financial products and services i.e. 

insurance. In the first quarter of 2017, fees and service income was THB 148.0 million, rising by 

32.6% compared to the same period in 2016. 

 Gains on investments were 17.1% of total revenue in 2016. In 2014-2016, it accounted for THB 
491.4 million, THB 673.4 million and THB 1,188.5 million, increasing by 37.0% and 76.5% 
respectively. In the first quarter of 2017, it was THB 45.5  million, reduced by 86.5% compared to 
the same period in 2016 because of the reduction of sales of held to maturity investment from THB 
5,200 million in Q12016 to THB 11 million in Q12017 

Operating expenses 

During 2014 – 2016, LHFG had operating expenses of THB 2,045.0 million, THB 2,399.6 million and 
THB 2,601.5 million, increasing by 17.3% and 8.4% respectively. It was primarily from the expense on 
employees to expand the business, which increase 20.9% and 12.8% in 2015 and 2016 repectively. 

In the first quarter of 2017, operating expenses was THB 673.2 million, rising by 8.2% compared to the 
same period in 2016. 

Net income 

During 2014 – 2016, LHFG had net income of THB 1,201.4 million, THB 1,651.7 million and THB 
2,696.4 million, increasing by 37.5% and 63.3% respectively. This was primarily due to net interest 
income, which increased by 29.1% and 10.8% in 2015 and 2016 respectively. Corporate loans rose by 
29.1% and 12.1% in 2015 and 2016 respectively. Net fees and service income also rose by 46.1% from 
2015, resulting in a higher net profit margin of 38.7% compared to 29.8% and 28.3% in 2015 and 2014 
respectively. 



                                                                        Opinion of the Independent Financial Advisor on Whitewash (Translation) 

75 
 
 

In the first quarter of 2017, net income was THB 586.6 million, rising by 2.7% compared to the same 
period in 2016. The growth was from both net interest income and non-interest income in addition to 
better expense management.  
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14. Industry Overview and Outlook of Banking and Related Businesses  

Overview of Banking Industry 

As of 31 December 2016, there are 30 commercial banks in Thailand (comprised of 14 Thai commercial 
banks, 3 Thai retail bank, 2 subsidiaries of foreign commercial banks, and 11 branches of foreign 
commercial banks) and total loans were THB 12.1 trillion. Over the past 9 years (2008 – 2016), total 
loans of all commercial banks in Thailand have grown 8.6% CAGR. However, over the last few years, 
loan growth has grown at a decreasing rate due to the slowdown of domestic and global economy, 
especially with trade partners of Thailand such as China, Europe, or Japan, and low level of commodity 
prices. Moreover, continually expanding household debts have pressured on domestic consumption 
resulting in increasing non-performing loan to total loans from 2.6% at the end 2015 to 2.8% at the end 
of 2016. 

Total Assets and Loans of All Commercial Banks in Thailand (in 2008-2016)  

 
Source: Statements of Financial Position of all Thai commercial banks from Bank of Thailand 
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Non-Performing Loan (NPL) and Non-Performing Loan to Total Loans (in 2008-2016) 

 
Source: Outstanding loan report from Bank of Thailand 

In 2016, NPL still keep increasing from 2.2% at the end of 2014 to 2.6% and 2.8% at the end of 2015 
and 2016, respectively because of the economic slow down which effect the whole country. In addition, 
during 2015 – 2016 the provision for bad and doubtful debts increased from THB 82,717 million to              
THB 139,085 million and THB 144,465 million in 2015 and 2016, respectively. In 2015, net profit of 
banking sector decreased for 14.2% compare to previous year, but in 2016, net profit increased by 3.6% 
compare to 2015 because of the profit generating ability of banking is still in good shape. The profit 
before provision for bad and doubtful debts increased for 3.6% from 2015 due to cost control program, 
in 2016 banks keep closing the branches to reduce the cost and try to increase the non-interest income. 
Interest revenue has increase for 5.2% per year from 2008 – 2016 and non-interest revenue has 
increase for 11.5% per year from 2008 – 2016 

Total Revenues of Thai Commercial Banks Classified by Source of Income (in 2008-2016) 

 
Source: Statements of Comprehensive Income of all commercial banks from Bank of Thailand 
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Banking Industry Outlook in 2017 

According to monetary policy report in March 2017 from Bank of Thailand, monetary policy committees 
have determined that Thailand economy will keep growing from last year and expected to grow 3.4 % in 
2017 and 3.6% in 2018. The key drivers are (1) export will turn to be in a good shape again due to the 
good sign of world economy, tourism will be better after the illegal tours have been punished and the 
extension of visa and reduction of visa fee. (2) the government spending on the infrastructure will help 
to build up the confident for economy and (3) the consumption of private sector will keep increasing 
align with the economy. 

Monetary policy committees believe that the monetary circumstance is still attractive due to high liquidity 
and low interest rate. It is expected that the investment will still keep expanding, the cost to gathering 
capital might increase a little but nit significantly affect private sector. 

The strategy in 2017, banks still focus on the market share of loan and deposit by keep expanding the 
client base, for the loan banks will try to focus on the quality of the loan to limit NPL, for deposit banks 
will try to focus on retail customers to reduce the concentration risk and keep liquidity stability. About 
profit generating ability, banks will try to get the revenue from interest income and non-interest income, 
especially the service fees, including control cost to income ratio by slowly open new branch and focus 
on the more efficiant method such as digital banking instead. 
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Overview of Securities Industry 

Thai stock market in 2016 has higher volumn than last year resulted in good shape of industry overview. 
Trading value in 2016 was THB 12.3 trillion, increased from THB 10.0 trillion or increased by 20.3% 
from the previous year. Liberation of commission fees led to fierce competition in the business. In 2016, 
there are three new securities companies which focus on internet trading so the market share of existing 
players decreased. The pricing strategy resulted in lower average commission fees rate. In 2016, total 
revenues of all securities firms were THB 45.0 billion, increased by 6.9% from 2015, and net income 
were THB 10.1 billion, increased by 26.3% from 2015.   

Unit : THB million 2014 2015 2016 
Brokerage - Securities 28,367.3  25,587.8  27,477.1  
Brokerage - Derivatives 1,721.5  1,932.7  2,400.9  
Underwriting 463.6  569.1  729.2  
Financial advisory 3,338.8  3,614.6  2,895.7  
Gains on trading – Securities 948.9  (266.0) 3,280.4  
Gains on trading – Derivatives 2,398.1  2,732.7  1,651.4  
Interest and dividend 179.8  249.7  (212.0) 
Others 3,170.8  3,260.3  2,916.4  
Total revenue 3,073.2  3,456.6  3,258.1  

Source: Securities and Exchange Commission, Thailand 

Securities Industry Outlook in 2017 

The year 2017 is the fifth year of liberation of commission fees. Fierce competition in the business will 
continue. More intense pricing competition is expected, leading to even lower average commission rate. 
To cope with the competition, companies would accelerate the expansion of customer base and add 
more products and services to increase revenue base as well as restructure its operating businesses to 
expand to wealth management and investment businesses.  

Overview of Asset Management Industry 

2016 was one of a good year of asset management business. Due to low deposit interest rate, investors 
seek for higher return by investing in securities. A variety of products and services that better meet 
customer demand have been offered. According to Capital Market report from Securities and Exchange 
Commission in December 2016, there were a total of 22 mutual fund companies in Thailand with an 
asset under management of THB 4.0 trillion, grew by THB 0.5 trillion or increased 14.3% from 2015.  

Asset management industry outlook in 2017 

Outlook of asset management business in 2017 depends on a number of factors. Economic risks, 
including increasing household debt, low price of agricultural products, drought, and political 
uncertainties, would have pressured investor confidence. However, in the condition of low interest rate, 
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excessed cash would continue to flow into capital market and also the industry. The extension of 
income tax privilege for Long-Term Fund investment until 2019 would also benefit the business.

 

 

 

 


