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Update

Ratings Key Rating Drivers

f;gf’T"eer Rating AA{e) Parental Support Underpins Ratings: SCB Securities Company Limited’s.(SCBS) ratings are

Short-Term Rating F1+(tha) based on Fitch Ratings’ expectation of a high probability of extraordinary support from parent
Siam Commercial Bank Public Company Limited {(SCB, AA(tha)/Stable). SCB controls SCBS's

Outlook strategy, operations, and branding, with full ownership and board representation. The one-
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notch rating differential between SCBS and SCB reflects SCBS's refatively small contribution to
SCB's profits and status as a non-bank entity.

Equity Arm of SCB: SCBS is one of SCB's four main subsidiaries supporting SCB's universal
banking platform. it is positioned as the brokerage and equity-capital market arm, performing
an underwriting role for equity deals originated by SCB's investment banking. There are
increasing efforts to expand SCBS's brokerage retail segment by taking advantage of SCB's
branch network and online portal.

SCBS and SCB have a high level of operational integration; this is reflected in SCBS sharing
SCB's key support functions, for example risk management, human resources, accounting and
finance, audit and compliance, and IT.

Moderate Market Position: SCBS's brokerage market share remained moderate at 3.3% in
H113 - ranking 15 out of 38 active brokers in Thailand, up from 2.8% in 2012. This was due to
a larger volume from existing customers in the local institution and retail segments, and a
growing retail customer base. SCBS’s brokerage retail client base increased to 65% in H113
from 56% in 2012, more in line with the industry (H113: 69%). SCBS aims to tap into SCB's
distribution network for a wider market reach,

Volatile Earnings: SCBS’s financial performance is sensitive to trading volumes in the Thal
stock market — one recent threat was from foreign capital flows. SCBS's revenue depends
heavily on brokerage commission (average 82% of fotal revenue in 2002-2012). However, its
cost structure seems flexible (50% of personnel costs are performance-driven) - and it has no
debt, with low proprietary and margin loans. Its 2013 profit should rise in tandem with- stock
market trading volume; average daily market trading value in H113 almost doubled from 2012.

Sound Funding and Liquidity: SCBS is almost debi-free, and has a net-cash position. lts
liquidity has remained sound, with liquid assets at 42% of total liabilities. Its average net fiquid
capital ratio is 77% year-to-date — much higher than the requlatory requirement of 7%. SCB
has provided short-term loan facilities of THB340m and a subordinated debt programme of
THB2bn to SCBS; these have not been utilised,

Rating Sensitivities

Anchored to Parent’s Rating: An upgrade of SCB’s Natfonal Long-Term Rating could result in
an upgrade to 8CBS's rating. Increasing significance to the group, for example an increase in
profit contribution, could result in zero notching. However, this is unlikely as SCBS operates in
a smaller industry than the banking industry.

Conversely, a downgrade of SCB’s rating could lead to a downgrade of SCBS's rating. A
significant reduction of shargholding and support could lead fo a wider notching between the
ratings of SCBS and its parent.
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SCB Securities Company Limited: Summary Balance Sheet
Financial Year Ended December (THBm _ _ 2012 2011 2009 2008

132186 1,6488 1,188.5

Caand deposits at financial insitutions . 14142 723.0

fnvestments

Trading securities - net 27.0 0.6 0.0 28 142.0

12
Margin Loans 849.6 784.6 366.8 643.3 431.5

ent - net 21.9 23.6 13.9 15.9 38.2

el

Other assets . 647 610 533 1024 167.0

Pabies to clearing house §23.2 329.8 00 906 85.0
Structure notes 2394 0.0 0.0 0.0 0.0
Other derivative liabilities 29 0.0 0.0 0.0 0.0
Accrued expenses 60.7 34.2 33.2 38.2 10.9

“Total Liabilities ' 3,742.7 1,097.8 998.8 1,005.5 297.2

Shareholders’ equity

Issued and fully paid up ©2,000.0 2,000.0 2,000.0 2,000.0 2,000.0

Revaluation surplus on investment 101

Retained earnings/(Deficit)

Total liabilities and shareholders' equity 5,960.4 3,292.7 3,159.6 3,039.3 2,233.0
Source: SCBS and Fitch

Related Criteria

Globzl Financial Institutions Rating Criteria
{August 2012)
Naticnat Ratings Criterla (January 2011}

Rating Fl Subsidiaries and Holding Companies
(August 2012)

Securities Firms Criteria (August 2012)
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SCB Securities Company Limited: Summary Income Statements
(THBm 2011 2010 2009 2008

Brokerage fees

Gain (loss) on trading in securities and derivatives

Interest on margin loans 453 357 356 294 34.4
it

Expenses on borrowing 16.1 10.5 55 6.2 9.1

Net Securities Business income 7313 T764.3 650.2 4898 423.2

Net Securities Business Income after Bad Debt and Doubtful Accounts

Operating expenses
Premises and equipment expenses 68.9 68.5 80.7 1204 1470

(116.0) (66.2) (16.2)  (0.1)

Source: SCBS and Fitch
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SCB Securities Company Limited: Ratios Analysis
2012 2011 2010 2009 2008

ROAA (%) 45 74 58 37 (2.0)

Compensation / Net Revenue (%) ' 465 384 448 488 734

§
Liquid Assets / Total Assets (%)

Liquid Assets / Short-term Debts (%) 6850.5 n.a. n.a. n.a.

Source: SCBS and Fitch
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The ratings above were solicited by, or on behalf of, the issuer, and therefore, Fitch has been
' compensated for the provision of the ratings.
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HTTP/IFITCHRATINGS COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING
DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S
PUBLIC WEB SITE AT WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT,
CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER
RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE COBE OF CONDUCT
SECTION OF THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE
RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR
WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE
ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.
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(212) 90B-0500. Fax: {212) 480-4435. Reproduction or retransmission in whale or in part Is prohibited except by permission, All rights
reserved. In issulng and maintaining its ratings, Fitch refies on factual informafion it receives from issuers and underwriters and from other
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verification can ensure that all of the information Fitch relies on in conmection with a rating will be accurate and complete. Ultimately, the
issuer and Its advisers are respansible for the accuracy of the information they provide fo Fitch and to the market in offering documents and
other reports. In issuing its ratings Fitch must rely on the wark of experts, including independent auditers with respact to financial statements
and attomeys with respect fo legal and tax matisrs. Further, ratings are inharenily forward-looking and embody assumplions and predictions
about future events that by their nature cannot be verified as facts. As a result, despile any verification of current facts, ratings can be affected
by future events or conditions that were not anficipated at the fime a rating was issued or affirmed.

The information in this report is provided “as is” without any representation or warranty of any kind. A Fitch rating is an opinion as to the
creditworthiness of a security. This opinion is based on established critera and methodologies that Fitch is continuously evaluating end
updating. Therefore, ratings are the collective work product of Fitch and no individual, or group of individuals, is solefy responsible for a rating.
Tha rating does not address the risk of loss due to risks othar than credit risk, unless such risk |5 spacifically mentioned, Fitch is not engaged
in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch repert were involved in, but are
not salely responsibla for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fiich rating is
naither & prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and Hs agents in
connection with the sale of the securities. Ratings may be changed or withdrawn at anytime for any reason in the sole discretion of Fiich,
Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or kold any security. Ratings do rot
comment on the adequacy of market price, the sultability of any security for a pasticular investor, or the tax-axempt nature or taxability of
payments made in respact to any security. Fitch receives fees érom issuers, insurers, guarantars, other obligors, and undeswriters for rating
secutifies. Such feas generally vary from US$1,000 ta US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch
will rate all or & number of issues issued by a parficular issuer, or insured or guaranteed by a particular insurer or guarantor, for a single
annual fes. Such fees are expected lo vary from USE10.000 to US$1,500,000 {or the applicable currency equivalent). The assignment,
publication, or dissernination of a rating by Filch shall not constitule a consent by Fitch to use its name as an expert in connection with any
ragistration staternent fled under the United States securifies laws, the Financial Services and Markete Act 2000 of the United Kingdom, or the
securifies laws of any paricutar juslsdiction. Due ta the relative efficiency of electronic publishing and distibution, Fitch research may be
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