
BANGKOK BANK HITS THE ROCKS:

SHOULD INVESTORS ABANDON SHIP?

Ticker: (Foreign)   BBL/F.BK
Rating: 4-Market Underperform
Price: Bt39.25

52-Week Range: Bt28.00-112.00

Ticker: (Local) BBL.BK
Rating: 3-Market Perform
Price: Bt27.00
52-Week Range: Bt21.50-67.50

Source: Lehman Brothers.
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Figure 1: Bangkok Bank Hits The Rocks
Thai Bank Coverage and Ratings

Bank Tickers (Local/Foreign) Price (L) Price (F) Ratings
Bangkok Bank BBL.BK / BBL/F.BK 27.00 39.25 3/4
Bank of Ayudhya BAY.BK / BAY/F.BK 5.40 5.40 4/4
IFCT IFCT.BK / IFCT/F.BK 5.80 5.80 NR/3
Krung Thai Bank KTB.BK / KTB/F.BK 11.50 11.50 NR/4
National Finance PCL NFS.BK / NFS/F.BK 5.70 6.10 3/3
Siam Commercial Bank SCB.BK / SCB/F.BK 20.25 20.25 NR/3
  Preferred SCB/P.BK / SCB/Q.BK 20.50 20.25 3/3
Thai Farmers Bank TFB.BK / TFB/F.BK 20.25 22.75 3/3
Thai Military Bank TMB.BK / TMB/F.BK 5.80 5.80 NR/4

Source: Lehman Brothers.
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Bangkok Bank Offers Risk Without Reward
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Foreign Competition is an Imminent Threat to the Bank’s Position
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A Political Solution is Necessary (But Perhaps Not Sufficient)
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Maintain Negative Outlook
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Poor Asset Quality Remains BBL’s Major Problem
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Figure 2: Bangkok Bank Hits The Rocks
Thai Bank Comparative Asset Quality

BBL TFB SCB KTB TMB BAY
Total Assets 1,216.4        763.1           703.2           993.3           337.1         435.0        
Total Loans 746.4           510.9           485.7           432.8           267.1         328.9        
Total Equity 26.5             25.4             54.3             66.3             13.6           14.6          

Equity / Assets 2.2% 3.3% 7.7% 6.7% 4.0% 3.4%
NPLs / Loans 31.5% 38.0% 35.4% 33.8% 42.0% 31.0%
Weighted NPLs 24.4% 30.1% 22.0% 23.2% 25.4% 21.7%
Reserve Coverage 7.5% 27.8% 14.5% 35.4% 10.4% 8.7%

Source: Company reports and Lehman Brothers Asia estimates.

NPL Trends Show Some Progress – and Some Backsliding
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Reserve Coverage is Extremely Minimal
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Figure 3: Bangkok Bank Hits The Rocks
Net NPLs / Assets (LHS) and Reserve Coverage (RHS)
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Source: Company reports and Lehman Brothers Asia estimates.

Reserve Adequacy
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Figure 4: Bangkok Bank Hits The Rocks
Loan Loss Reserve Adequacy

At 9/30/00 Gross Amount
Reserve

Percentage
Required
Reserve

Loan Portfolio
Pass 529,158.4 1% 5,291.6
Special Mention 24,244.2 5% 1,212.2
Substandard 10,797.4 20% 2,159.5
Doubtful 17,565.2 50% 8,782.6
Loss 167,101.3 100% 167,101.3
ORE (Foreclosed Property) 15,242.3 20% 3,048.5
Excess Accrued Interest Receivable - 20% -

Total 764,108.8 187,595.6

Actual Reserves
Loan Loss Reserves 16,867.4
ORE Reserves 865.2
Total 17,732.7

Reserve Shortfall 169,863.0

Actual Reserves / Required 9.0%
Shortfall / Book Equity 640.2%

Source: Company reports and Lehman Brothers Asia estimates.

Calculation Methodology
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Collateral is the Key Issue
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Systemic Guarantees Prevent Failure
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Bangkok Bank is Beyond Insolvency
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What if We’re Wrong About Recoveries?
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Figure 5: Bangkok Bank Hits The Rocks
Bank and Finance Company Capital Raisings 1998–2000

Total
Institution: Tier 1 Tier 2 Total Tier 1 Tier 2 Total Tier 1 Tier 2 Total 1/98-6/00

Private banks:           

Bangkok Bank       43,245  -        43,245        34,500       1,384        35,884  -  -  - 79,129
Thai Farmers Bank       33,088  -        33,088        43,530     20,000        63,530  -  -  - 96,618
Bank of Ayudhya         5,000       8,000        13,000        30,000       6,500        36,500  -  -  - 49,500
Siam Commercial Bank         2,652       6,000          8,652        65,000       5,787        70,787  -       667 667 80,106
Thai Military Bank         5,016       6,000        11,016          9,960          742        10,702   29,880  - 29,880 51,598
DBS Thai Danu Bank         6,000  -          6,000        12,000          206        12,206   13,500    1,077 14,577 32,783
Standard Chartered Nakornthon            672  -             672          7,001  -          7,001  -  -  - 7,673
Bank of Asia         7,500  -          7,500        13,043       2,000        15,043  -  -  - 22,543
UOB Radanasin       19,793  -        19,793  -  -  -  -  -  - 19,793

Total     122,966     20,000      142,966      215,034     36,619      251,653 43,380 1,744 45,124 439,743

State-owned banks:

Krung Thai Bank       97,000  -        97,000      108,000  -      108,000  -  -  - 205,000
Siam City Bank       51,400  -        51,400  -  -  -  -  -  - 51,400
Bangkok Metropolitan Bank       64,190  -        64,190  -  -  -  -  -  - 64,190
Bank Thai       41,414  -        41,414        45,568  -        45,568  -  -  - 86,982
Fisrt Bangkok City Bank       32,000  -        32,000  -  -  -  -  -  - 32,000
Bangkok Bank of Commerce       10,000  -        10,000  -  -  -  -  -  - 10,000

Total     296,004  -      296,004      153,568  -      153,568  -  -  - 449,572

Total Bank Capital Raised     418,970     20,000      438,970      368,602     36,619      405,221 43,380 1,744 45,124 889,315
Finance Company Capital Raised       21,841  -        21,841        27,743       1,989        29,732 5,031 241 5,272 56,845
Total Bank and FinCo Capital Raised     440,812     20,000      460,812      396,345     38,608      434,953 48,411 1,985 50,396 946,161

1998 1999 1H2000

Source: Bank of Thailand.

CAPITAL

ALL PLAUSIBLE
SCENARIOS LEAD TO

BANKRUPTCY
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Figure 6: Bangkok Bank Hits The Rocks
BBL Expected Loan Portfolio Losses: Scenario Grid
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Prospects for Dilution are High
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Loan Growth Continues Negative; No Strong Upturn Seen Through
2002
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��	������
��������
������������������������������������"F,,�����DF,,����
����������
�������
�������������������*F2#���8���
���
��
���������
�
0�

�
����������������

���@
������������������
����������
����
�����
��������
�����������
��

����
��
���(
�
������
���������������
��������������������������
�
���������������(������	���
��������

6�
�
���
�����
�������������������������
�
����
���������
����
����
����E������!
��
��E�����������������������������
������
����������
������
����������
����(����
�����

��	���
���
�����������
�����
��(�
��������������@����

����������
�����-��������(���
����
���
����!�������������������������������
�+��������
������������������
��������
�
�����
�(����
��;49���8���
����
�����������������
���������(�����������
���
����
�
��
�������
������
�����0��������
�������������������������
��������
���
����
���������	����
���������������
���������������(������
����������DF,,-��DD������
�������
����
�����
�����
�
����������

����������������������������������������������������������
�� ���������
��������
��
��
�
����������
����C�����������	

��������
��������������������������
��
��������������������
��)
��
��
��"+��",,,�

CAPITAL-RAISING

LOAN GROWTH

EARNINGS



11

Figure 7: Bangkok Bank Hits The Rocks
Thai Bank Earnings Ratios

TFB SCB KTB TMB BAY

1Q00 2Q00 3Q00 3Q00 3Q00 3Q00 3Q00 3Q00

Yield on Earning Assets 6.13% 6.16% 5.84% 5.80% 5.62% 4.39% 4.81% 5.36%

Cost of Funds 4.09% 3.85% 3.87% 3.62% 3.39% 3.22% 4.02% 4.03%

Net Interest Margin 2.02% 2.30% 1.97% 2.17% 2.35% 1.34% 0.82% 1.27%

Core ROAA -7.65% 0.05% -0.46% -0.51% 0.41% -7.79% -0.27% 0.30%

Core ROAE -376.82% 4.26% -35.97% -19.39% 5.70% -417.95% -6.81% 10.03%

Overhead Ratio 1.96% 1.82% 2.13% 2.97% 2.48% 2.10% 1.81% 2.07%

Cost/Income Ratio 62.10% 53.60% 51.31% 87.53% 62.25% 134.85% 153.97% 129.02%

BBL

Source: Company reports and Lehman Brothers Asia estimates.
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Figure 8: Bangkok Bank Hits The Rocks
Interest Income Components

3Q00, THB MMs Interest Income:

On Loans 11,146.4                 

On Interbank and Money Market Items 2,644.4                   

On Govt Securities 2,353.6                   

On Other Securities 514.1                      

Total Interest Income 16,658.6                 

Source: Company reports and Lehman Brothers Asia estimates.
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Figure 9: Bangkok Bank Hits The Rocks
Loan Portfolio Interest Breakdown

3Q00, THB MMs Gross Amount Rate Income

Loans:

Non-Performing 219,708.1               1.5% 823.9         

Restructured 109,573.2               2.4% 656.2         

Performing 417,113.9               9.3% 9,666.3      

Total Loans 746,395.2               6.0% 11,146.4    

Interbank and Money Market Items 145,041.9               7.3% 2,644.4      

Securities 254,900.8               4.5% 2,867.7      

Source: Company reports and Lehman Brothers Asia estimates.
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Book Value and Adjusted Book Value

A�����
�����������
���������������������
��6�����������������
��
���������
����
��
����<��������������������
����
����
�������
����������������@����
������
��
��
����
����������������
�
������������������������
��

Property Revaluation

 �������
����
��
����
���
���
����
��
�������������������������
���������
������@���
�
���������
���6�����������������������
��(�������
��������������������������@���
�
���������
�����������
������
������

�� �����
���
����#�
������
�	����		�	1��A����
����
�����
��������������
�
��
������������
��(����������������
�����������
����������(���
�����������

�����
������������
�����������
����������
���
������
���������������
��
���?
�
���������
��������
�����
��(���>��
�
���������������������������
����������

���������������
�
����(��������������������
���������
�����
��(�����
�
����(
�����
�����������������
�����6�
�
���
��������������������������
����(����
���
��������������
��������8
��
������������������
����������
����������������

�
����
�������������
����
���������������������
�������(��������������
����

����
�(�����
���
���������
����������
����������
�����
������
��(���������(
����
���
����
������
�
0�
��
�������������
�����
�
����
���������
��
������
�������
������������������������(������
�������������
���
��������
���
����
��(���6�
�
���
���
���
����
��
���������������������
�����
��
�����������
���(�����������������������

�
��������������
����������
���������
����������
��������

�� ���2�#�
���&
$
��1��;
���
����
�����
�
����(������
�!�����������
�����������
���
����
���������
�
��G����������������������
�(�����
�
��������
�������
A�����������������
�
�����
��
���(��������
������
���������
�
����������
���
��������I��
��(!����J�����
����
������
���
��������������������������(����

�������
���
������

�� ��#������
��3����,�
	��4����1��6�
�����
����������
�������
�������(����
����
��(�������
��(�������
�������������
������
������
�����
������
�����G�
��������
�������������
���
�����������������
��������������
���6���

������
���������������
��
�����
�����
������
��
(��������������(������(
������
����I�������
�
��
��J�������������������������������
���������
���
����
����������
���A����������
������������
������
!������������������
���
������
�����
��(��
�������������������
��������
���
����������
�

�� (��		*+��'���(�$,��
	��	1��=��(�@��������������������������
���)�����
)�������
����������
�������
���
��������
��(��
���������������
�������

��

�������
����
�������������>����B�����A����
����������
�&��������
�����
6�
�
���
������������
�����������������(���
�����(��������
��
������������
����
������
�������������������������������
���������������
����
������
������
������������������
����
������������������������������@����������������
�
�����(������������
������������������������������������@���
�����������
�

Loan Loss Reserves
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Valuation on Deposit Premium Basis
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Figure 10: Bangkok Bank Hits The Rocks
Adjusted Book Value Calculations

Actual Per Share Estimated Per Share
Stated Book Value 26,534.6    18.09          9,245.7       6.30            

Less:
Real Estate Revaluation (10,524.3)   (7.18)           (10,341.4)    (7.05)           
Reserve Underfunding (169,863.0) (115.83)       (131,083.5)  (89.39)         
Excess Accrued Interest Receivable -             -              -              -              

Adjusted Book Value (153,852.7) (104.91)       (132,179.2)  (90.13)         

9/30/00 12/31/01

Source: Company reports and Lehman Brothers Asia estimates.

Figure 11: Bangkok Bank Hits The Rocks
Thai Bank Price-to-Book Valuations

BBL TFB SCB KTB TMB BAY Average
Quoted Price (For.) 39.25        22.75        20.25        11.50        5.80          5.40          

Book Value Per Share 18.09        8.77          17.35        3.02          3.41          7.88          
Adj. BVPS (excluding LLR Shortfall) 10.92        6.47          16.25        2.83          3.16          7.21          
Fully Adj. BVPS (104.91)    (29.13)      (11.01)      0.48          (11.28)      (27.86)      

P/BV 2.17x 2.59x 1.17x 3.81x 1.70x 0.69x 2.02x
P/ABV 3.60x 3.51x 1.25x 4.06x 1.84x 0.75x 2.50x
P/FABV NM NM NM 23.99x NM NM NM

Source: Company reports and Lehman Brothers Asia estimates.

Figure 12: Bangkok Bank Hits The Rocks
Thai Bank Deposit Premium Valuations

BBL TFB SCB KTB TMB BAY Average
Market Capitalization 57,560      65,973      63,392      252,828    23,217      9,992        
Less: Fully Adjusted Equity (153,853)  (84,468)    (34,473)    10,540      (45,144)    (51,543)    
Total Firm Premium 211,413    150,441    97,865      242,287    68,362      61,535      

Total Deposits 1,007,385 637,909    585,163    845,923    265,060    362,449    

Deposit Premium 20.99% 23.58% 16.72% 28.64% 25.79% 16.98% 22.12%

Source: Company reports and Lehman Brothers Asia estimates.
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Figure 13: Bangkok Bank Hits The Rocks
Earnings Model Summary: 1997–2002

1997 1998 1999 2000 2001 2002

Year Year Year Year Year Year

Actual Actual Actual Estimated Estimated Estimated

INCOME STATEMENT

Interest Income 112,951.4 65,621.2 68,115.5 73,272.4 79,347.8

Yield on Earning Assets 8.8% 6.0% 5.9% 6.2% 6.4%

Interest Expense 104,104.2 57,771.7 44,707.0 48,244.9 51,294.7

Cost of Interest-Bearing Liabilities 9.2% 5.2% 3.8% 4.0% 4.0%

Net Interest Income 45,424.3 8,847.2 7,849.4 23,408.6 25,027.5 28,053.0

Net Interest Margin 3.95% 0.71% 0.66% 2.09% 2.14% 2.30%

Non-Interest Income: 16,263.1 20,126.9 23,117.6 15,062.5 10,386.4 11,222.6

Fee Income 10,215.9 8,507.3 8,543.5 9,285.6 9,597.8 10,086.8

Dealing Profits 10,426.4 10,544.3 2,596.2 1,810.9 (205.8) 90.8

Securities Gains (5,325.9) 782.6 11,252.58 3,163.3 - -

Other Income 946.7 292.8 725.2 802.7 994.4 1,045.1

% of Average Earning Assets 1.4% 1.6% 2.0% 1.3% 0.9% 0.9%

% of Gross Earnings 26.4% 69.5% 74.7% 39.2% 29.3% 28.6%

Non-Interest Expense: 24,835.6 30,471.8 22,585.1 21,613.1 23,248.8 24,108.9

Salaries and Benefits 10,553.1 9,342.6 7,352.2 6,926.9 6,996.1 7,066.1

Premises and Equipment 3,206.2 3,450.4 3,586.9 3,577.9 3,662.3 3,811.0

Taxes and Duties 5,036.0 3,745.5 6,348.2 6,098.8 6,360.1 6,684.1

Other Expenses 6,040.3 13,933.4 5,297.8 5,009.5 6,230.3 6,547.7

Efficiency Ratio 40.3% 105.2% 72.9% 56.2% 65.6% 61.4%

Overhead Ratio 2.2% 2.4% 1.9% 1.9% 2.0% 2.0%

Net Income Before Taxes & Provisions 36,851.8 (1,497.7) 8,381.9 16,858.0 12,165.1 15,166.7

Loan Loss Provision 28,368.1 47,991.7 68,210.1 38,497.6 28,000.0 20,000.0

Net Income Before Taxes 8,483.7 (49,489.4) (59,828.2) (21,639.6) (15,834.9) (4,833.3)

Taxes 4,450.0 - - - - -

Tax Rate 52% 0% 0% 0% 0% 0%

Income Before Extraordinary Items 4,033.7 (49,489.4) (59,828.2) (21,639.6) (15,834.9) (4,833.3)

CORE EARNINGS 6,565.9 (50,272.0) (71,081.7) (25,093.8) (15,834.9) (4,833.3)

NET INCOME 4,033.7 (49,489.4) (59,829.1) (21,785.3) (15,834.9) (4,833.3)

Dividends Paid 5,008.1 - - - - -

Dividend Yield (For. Shares) 4.2% 0.0% 0.0% 0.0% 0.0% 0.0%

Effective Payout 124% 0% 0% 0% 0% 0%

Return on Assets (ROA) 0.31% -3.70% -4.89% -1.80% -1.25% -0.37%

Core ROA 0.51% -3.76% -5.81% -2.08% -1.25% -0.37%

Return on Equity (ROE) 4.23% -53.64% -95.02% -88.50% -234.63% 140.49%

Core ROE 6.89% -54.49% -112.89% -101.95% -234.63% 140.49%

SHARE INFORMATION:

Net Income Per Share (EPS) 4.03 (37.64) (40.80) (14.86) (10.80) (3.30)

EPS Before Extraordinary Items 4.03 (37.64) (40.80) (14.76) (10.80) (3.30)

Core Earnings Per Share 6.55 (38.24) (48.47) (17.11) (10.80) (3.30)

Dividends Per Share 5.00 - - - - -

Book Value Per Share 103.08 76.95 30.87 17.10 6.30 3.01

Adjusted Book Value (ABV) Per Share 93.03 69.43 23.62 9.95 (0.75) (3.94)

BALANCE SHEET INFORMATION:

Total Assets 1,408,618.8 1,266,949.1 1,181,685.4 1,235,425.1 1,300,864.1 1,327,077.1

Earning Assets 1,223,848.8 1,277,819.0 1,089,579.3 1,146,314.3 1,188,433.9 1,248,979.1

Total Deposits 946,547.8 969,779.8 961,458.9 1,017,459.3 1,058,772.2 1,101,762.6

Loan-to-Deposit Ratio 114% 98% 96% 74% 74% 75%

Period-End Equity 103,294.2 101,167.7 45,273.0 25,080.6 9,245.7 4,412.5

Property Revaluation 10,069.0 9,876.2 10,636.3 10,487.5 10,341.4 10,197.4

Adjusted Equity 93,225.2 91,291.5 34,636.7 14,593.2 (1,095.7) (5,784.9)

Avg. Equity to Total Assets 7.3% 8.0% 3.8% 2.0% 0.7% 0.3%

ASSET QUALITY INFORMATION:

Total Loans 1,074,396.1 952,545.8 926,489.5 750,127.2 780,583.0 824,408.7

Accrued Interest Receivables 10,210.3 6,948.0 1,888.1 1,500.3 1,561.2 1,648.8

% of Total Loans 0.95% 0.73% 0.20% 0.20% 0.20% 0.20%

Nonperforming Loans (NPLs) 180,572.0 460,000.0 475,872.6 207,731.0 170,771.7 144,278.1

Foreclosed Real Estate (ORE) 5,599.8 6,702.5 10,220.2 15,547.2 16,828.8 18,216.0

Nonperforming Assets (NPAs) 186,171.8 466,702.5 486,092.7 223,278.1 187,600.4 162,494.1

% of Total Loans 17.3% 49.0% 52.5% 29.8% 24.0% 19.7%

Total Loan Loss Reserves 57,925.4 102,077.4 170,417.2 15,878.9 25,399.2 32,152.4

% of Total Loans 5.39% 10.72% 18.39% 2.12% 3.25% 3.90%
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For additional copies of Lehman Brothers research reports, please call 852 2869 3384 or fax 852 2869 3133

Key to Investment Rankings:  This is a guide to expected total return (price performance plus dividend) relative to the total return of the stock’s local market over the
next 12 months.   1 = Strong Buy (expected to outperform the market by 15 or more percentage points);  2 = Buy (expected to outperform the market by 5-15
percentage points);  3 = Market Perform (expected to perform in line with the market);  4 = Market Underperform (expected to underperform the market by 5-15
percentage points);  5 =  Sell (expected to underperform the market by 15 or more percentage points);  V = Venture (return over multiyear time frame consistent with
venture capital; should only be held in a well-diversified portfolio).

The information in this document has been obtained from sources believed reliable, but we do not represent that it is accurate or complete and it should not be relied
upon as such. Lehman Brothers Holdings Inc., its subsidiaries and affiliated companies (collectively referred to as “Lehman Brothers”), of which Lehman Brothers
Asia Limited and Lehman Brothers Japan Inc. are each one, and their respective shareholders, directors, officers, and/or employees may have long or short positions in
the securities or commodities. It is possible that individual brokers employed by Lehman Brothers may disagree with the recommendations in this document. The
securities and commodities mentioned in this document may not be eligible for sale in some states or some countries. Please check with your Lehman Brothers
representative to determine eligibility in each state or country. Lehman Brothers may make markets or deals as principal in or for the securities or commodities
mentioned in this document. Any shareholder, director, officer and/or employee of Lehman Brothers may be a director of the issuer of the securities mentioned in this
document. Lehman Brothers may have managed or co-managed a public offering of the securities of the issuer mentioned in this document within the last three years,
or may, from time to time, perform investment banking or other services for, or solicit investment banking or other business from, any company mentioned in this
document.
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