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Highlight TH Thaicom (THCOM.BK/THCOM TB)*: 3Q17 earnings review: Below expectation THCOM’s 3Q17 net profit was Bt65mn (-70% QoQ, -85% YoY). Profit was pressured QoQ by increased SG&A while it was pressured YoY by decreased revenue. Though the 9M17 profit accounted for 80% of our FY17 forecast, we maintain our 20172018 profit estimates at Bt0.7bn (-58% YoY) and Bt1.8bn (+173% YoY) as we see upside of only 4-5% to our forecast. Note that we expect the disposal of internet business (CS Loxinfo (CSL.BK/CSL TB)) to be completed in 2018 which is likely to distort the 2018 net profit. Our target price is rolled over to 2018 at Bt19.00, offering 45% upside. Thus, we upgrade our rating to Neutral, from Underperform. TH Siam Cement (SCC.BK/SCC TB)*: 3Q17 earnings review: Softer YoY and QoQ SCC reported 3Q17 earnings of Bt11.8bn (-16% YoY, -11% QoQ). The result was 14% below the Bloomberg consensus. The decline QoQ was mainly due to lower dividend received from associates in chemical business and lower contribution from packaging business, while cement-building business generated flat earnings from 2Q17. The share price may underperform SET due to the lower than expected 3Q17 earnings. We are revising our target price and rating on the counter.
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COMPANY UPDATE



Thailand



Thaicom (THCOM.BK/THCOM TB)* Neutral Upgrade Price as of 1 Nov 2017



13.10



12M target price (Bt/shr)



19.00



Unchanged / Revised up (down) (%) Upside/downside (%)



Unchanged 45.0



Key messages THCOM’s 3Q17 net profit was Bt65mn (-70% QoQ, -85% YoY). Profit was pressured QoQ by increased SG&A while it was pressured YoY by decreased revenue. Though the 9M17 profit accounted for 80% of our FY17 forecast, we maintain



our



2017-2018



profit



estimates



at



Bt0.7bn (-58% YoY) and Bt1.8bn (+173% YoY) as we see upside of only 4-5% to our forecast. Note that we expect the disposal of internet business (CS Loxinfo (CSL.BK/CSL TB)) to be completed in 2018 which is likely to distort the 2018 net profit. Our target price is rolled over to 2018 at Bt19.00, offering 45% upside.



Thus,



we



upgrade



our



rating



to



Neutral, from Underperform.



Trading data Mkt cap (Btbn/US$mn)



14.4/359



Outstanding shares (mn)



1,096



Foreign ownership (mn)



182



3M avg. daily trading (mn) 52-week trading range



7 13.10 – 22.90



(Bt) Performance (%)



3M



6M



12M



Absolute



-20.1



-30.3



-35.8



Relative



-26.4



-36.2



-43.9



Quarterly EPS Bt



1Q



2Q



3Q



4Q



2015



0.49



0.52



0.24



0.68



2016



0.64



0.54



0.40



(0.10)



2017



0.24



0.20



0.06



NA



Share price chart 24



20



22



10 0



20



(10) 18 (20)



16



(30)



14 12 Nov-16



(40)



Jan-17



Mar-17



PiyathidaSonthisombat 66.2658.8888 Ext.8852 Source: SET [email protected] Share Price



November 2, 2017



Jun-17



Aug-17



(50) Oct-17



Price performance relative to SET
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Bt1.8bn, respectively, as we believe there is upside of only 4-5% to our forecast. Note that we expect the disposal of internet business (CS Loxinfo (CSL.BK/CSL TB)) to be completed in 2018, which is likely to distort the 2018 net profit due to a gain of around Bt1.6bn from the disposal to be realized in 1Q18.



3Q17 earnings review: Below



Valuation and action Our target price is rolled over to 2018 at Bt19.0 (DCF, WACC 11.7%), offering 45% upside to the current price. We upgrade our rating from Underperform to only Neutral as weak normalized profit next year and concern about the dispute over expectation existing satellites and uncertainty on new satellites would remain key factors to pressure the share price.



Event THCOM reported a 3Q17 net profit of Bt65mn (-70% QoQ, -85% YoY). The result was below our estimate of Bt90mn, but above theRisks consensus of Bt34mn. Regulatory uncertainty on further new satellites and possibility to realize the lmpact impairment loss for existing satellites as remaining lifespan is depleting while the 3Q17 earnings pressured QoQ by SG&A and YoY by lower revenue revenues from those satellites remain low. Earnings came in below our expectation due to higher than expected SG&A. Key financials and valuations THCOM’s revenue was Bt2.3bn (+1.1% QoQ, -17% YoY) thanks to greater Dec-14A Dec-15A Dec-16A Dec-17F Dec-18F revenues from broadband satellite (iPSTAR) andReinternet business. The gross margin11,893 venue (Btmn) 12,453 11,517 9,523 6,608 Gross Profit (Btm n) 5,099 4,163 2,493 1,747 increased from 23.1% in 2Q16 to 26.5%. However, earnings were pressured QoQ by 4,852 EBIT (Btmn) 2,548 2,981 1,937 664 438 SG&A/sales increasing from 17.7% in 2Q17 toNe19.8% due to larger provision for 1,601 t Profit (Btmn) 2,122 1,612 670 1,826 doubtful debts. The YoY decline in earnings was due(Btm ton)the decrease in 1,529 Normmainly alized Profit 2,717 1,694 291 177 EPS(Bt) 1.46 1.94 1.47 0.61 1.67 revenue from 3Q16. DPS(Bt) 0.65 0.65 0.70 0.30 0.83 EPSgrowth (%)



Bottomed out, improvement expected in 4Q17 P/E(x) /B (x) We believe that 3Q17 profit was the bottom P for this year. The company should EV/EBITDA (x) show improvement from 4Q17 onward on greaterNetrevenues pushed by i) iPSTAR's debt/Equity (x) Dividend yie ld (%) new customers in Indonesia, ii) traditional satellites’ new customers from CLMV Return on Average Equity (%) market (to be serviced by Thaicom 8) and African market (to be serviced by Company data, KGI Research Thaicom 6), iii) 4Q17 is the first quarter thatSource: THCOM is likely to start realizing revenue from being an agent for acquiring a satellite for a partner in China.



42.0 23.8 2.2 7.4 0.5 1.9 9.3



32.6 15.0 1.8 5.5 0.5 2.2 12.0



(24.1) 13.2 1.1 4.4 0.4 3.6 8.7



(58.4) 21.4 0.8 3.9 0.3 2.3 3.5



172.5 7.9 0.7 4.1 0.1 6.4 9.3



Maintained our 2017-2018 net profit forecasts The 9M17 net profit accounted for 80% of our FY17 forecast. However, we are maintaining our forecasts for the company’s 2017-2018 net profits at Bt0.7bn and Figure 1: 3Q17 earnings review Bt mn Revenue Cost of Goods Sold Gross Profit Operating Expenses Operating Profit Other incomes/expenses Net Investment Income/(Loss) Interest Expense Pre-tax Profit F/X gain (loss) and extra items Current taxation Minorities Net Profit EPS(Bt) Percent Gross margin SG&A/Sales Net profit margin



3Q17 2,312 (1,699) 612 (484) 128 68 59 (103) 153 32 (73) (47) 65 0.06 3Q17 26.5 20.9 2.8



3Q16 YoY (%) 2,791 (17.2) (1,757) (3.3) 1,034 (40.8) (525) (7.8) 509 (74.8) 39 77.6 51 17.1 (108) (4.3) 490 (68.8) 88 (63.4) (101) (28.0) (44) 8.3 434 (85.0) 0.40 (85.0) 3Q16 YoY (ppts) 37.1 (10.6) 18.8 2.1 15.5 (12.7)



2Q17 QoQ (%) 2,286 1.1 (1,758) (3.4) 528 16.1 (427) 13.5 101 27.0 66 3.6 67 (11.0) (104) (0.6) 130 17.7 191 (83.2) (64) 12.7 (40) 17.2 216 (69.8) 0.20 (69.8) 2Q17 QoQ (ppts) 23.1 3.4 18.7 2.3 9.5 (6.6)



9M17 7,329 (5,327) 2,002 (1,454) 548 185 150 (312) 571 318 (212) (137) 540 0.49 9M17 27.3 19.8 7.4



9M16 YoY (%) Comments 8,903 (17.7) Revenue dropped sharply YoY due to loss of key customers in Thailand and Australia (5,285) 0.8 3,618 (44.7) (1,579) (7.9) 2,039 (73.1) 128 44.3 154 (2.3) (250) 24.9 2,071 (72.4) 207 54.0 (414) (48.7) (138) (1.2) 1,725 (68.7) YoY net profit pressured by declining revenue, while QoQ pressured by larger SG&A 1.57 (68.7) 9M16 YoY (ppts) 40.6 (13.3) 17.7 2.1 19.4 (12.0)



Source: Company data



Figure 2: Operational statistics
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3Q16 2,791



4Q16 2,614



1Q17 2,731



2Q17 2,286



3Q17 2,312



1,067 965 780



993 864 772



981 975 807



949 606 745



927 644 768



(3.3) (37.8) (7.7)



(12.3) (42.2) (6.1)



(1,757)



(2,069)



(1,870)



(1,758)



(1,699)



(6.0)



1.4



(663) (654) (504)



(693) (620) (496)



(670) (904) (488)



(663) (713) (514)



(663) (621) (488)



(1.0) (21.1) 5.3



10.7 0.1 (3.2)



Gross margin (percent)



37.1



20.8



31.5



23.1



26.5



(8.5)



(17.2)



SG&A



(525)



(646)



(543)



(427)



(484)



(21.5)



(6.9)



Operating profit



509



(102)



318



101



128



(68.2)



(85.8)



Satellite transponders Conventional satellites Broadband satellite (Mbps)



110 38



110 38



110 38



110 38



110 38



-



-



Satellite Utilization (%) Conventional satellites Broadband satellite



60 56



57 55



57 54



NA NA



NA NA



NA NA



NA NA



Revenue (Bt bn) 1.Satellite business - Coventional satellites - Broadband satellites 2.Internet & media business Cost (Bt bn) 1.Satellite business - Coventional satellites - Broadband satellites 2.Internet & media business



QoQ 1.1



YoY (17.2)



Source: Company data, KGI Research estimates
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Figure 3: Company profile Thaicom Public Company Limited (THCOM) was founded in 1991. Its



Figure 4: Satellites in portfolio Thaicom4 (iPSTAR) Broadband 119.5 Aug-05 15 years



satellite services operate under both MDES’s concession (Thaicom 4, Thaicom 5 and Thaicom 6) that will be terminated in 2021 and NBTC’s license (Thaicom 7 and Thaicom 8). The company also provides internet & media services and invests in telecom business in Laos. In 9M17, the company’s core revenue comes from conventional satellites (Thaicom 5, Thaicom 6, Thaicom 7 and Thaicom 8), which represents 38% of total revenue while revenue from broadband satellite (Thaicom 4) stood at 32%.



Satellite type Orbital slot Launched date Designed life Capacity C-band Ku-band Others



84 Ku-Spot Beams 8 Ku-Spot Beams (Augment) 3 Ku-Shape Beams 7 Ku-Broadcast Beams Coverage area 14 countries in Asia Pacific



Source: Company data



Thaicom5



Thaicom6



Thaicom7



Thaicom8



Conventional 78.5 May-06 14 years



Conventional 78.5 Jan-14 15 years



Conventional 120.0 Sep-14 18 years



Conventional 78.5 May-16 16 years



25 transponders 15 transponders Indochina Asia South Asia Europe Africa Australia



24 transponders 9 transponders Southeast Asia Africa



14 transponders Indochina Asia



24 transponders Indochina South Asia Africa



Source: Company data



Figure 5: Breakdown revenue Figure 6: Conventional satellite revenue



Sales and service revenue, percent



Conventional satellite revenue, Bt bn 25.2



27.7



25.3



34.5



33.3



26.9



27.2



25.1



25.4



33.5



33.7



35.0



27.1



27.7



28.4



30.0



32.4



32.8 5.0



37.8



34.5



4.5



34.3



35.9



35.7



32.6



26.3



4.4



27.5 3.4



3.4



3Q15



37.9



Broadband satellite



37.4



35.9



41.3



39.6 3Q17



2Q15



37.0



2Q17



1Q15



39.6



1Q17



4Q14



Media business



41.2



4Q16



39.3



3Q16



38.6



2Q16



41.4



1Q16



37.8



4Q15



37.0



3Q14



2.9



Conventional satellite



2.9



2012A



2013A



2014A



2015A



2016A



9M16



9M17



Source: Company data Source: Company data



Figure 7: Broadband satellite revenue Figure 8: Quarterly earnings



Broadband satellite revenue, Bt bn



Sales & service revenue, Bt bn (LHS); net profit, Bt mn (RHS)



Sales & service revenue



Source: Company data



3Q17



(0.1)



2Q17



9M17



1Q17



9M16



4Q16



2016A



3Q16



2015A



0.1



2Q16



2014A



0.3



1Q16



2013A



0.5



4Q15



2012A



0.7



3Q15



2.2



0.9



2Q15



3.1



3.4 3.2 3.0 2.8 2.6 2.4 2.2 2.0 1.8 1.6



1Q15



4.0



4Q14



3.4



4.2



3Q14



4.3



3.6



Net profit



Source: Company data



Figure 9: Company’s PER Figure 10: Company’s PBV



PER, times



PBV, times



160.0 +2.0 sd = 104.4x



120.0



4.0



+1.0 sd = 69.7x



80.0



+2.0 sd = 3.0x



Average = 35.1x



3.0



40.0



+1.0 sd = 2.4x



0.0 (40.0) (80.0) 



Average = 1.8x



2.0



-1.0 sd = 0.5x



-1.0 sd = 1.1x



-2.0 sd = -34.2x



1.0 



















2017F



-2.0 sd = 0.5x



2018F 0.0 























2017F



2018F



Source: Bloomberg, KGI Research Source: Bloomberg, KGI Research
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Quarterly income statement Income Statement (Bt mn) Revenue Cost of Goods Sold Gross Profit Operating Expenses Other incomes Operating Profit Depreciation of fixed assets Operating EBITDA Non-Operating Income Interest Income Other Non-op Income Non-Operating Expenses Interest Expense Other Non-op Expenses Net investment Income/(Loss) Pre-tax Profit Current taxation Minorities Extraordinary items Net Profit EPS(Bt) Margins (%) Gross profit margin Operating margin Operating EBITDA margin Net profit margin Growth (%) Revenue growth Operating growth Operating EBITDA growth Net profit growth



Mar-15A



Jun-15A



Sep-15A



Dec-15A Mar-16A



Jun-16A



Sep-16A



3,074 (1,859) 1,214 (561)



2,939 (1,757) 1,181 (529)



3,147 (1,824) 1,323 (507)



3,294 (1,914) 1,380 (521)



653 (698) 1,351 117



652 (704) 1,356 288



816 (705) 1,521 117



117 (82) (82) 46 735 (147) (48) 540 0.49



288 (284) (82) (202) 77 733 (115) (46) 572 0.52



39.5 21.3 44.0 17.6 8.0 18.4 15.3 35.4



Dec-16A Mar-17A



Jun-17A



Sep-17A



3,210 (1,794) 1,416 (596)



2,902 (1,734) 1,168 (458)



2,791 (1,757) 1,034 (525)



2,614 (2,069) 545 (646)



2,731 (1,870) 862 (543)



2,286 (1,758) 528 (427)



2,312 (1,699) 612 (484)



860 (695) 1,555 42



820 (683) 1,503 161



710 (685) 1,395 48



509 (780) 1,289 126



(102) (776) 675 74



319 (759) 1,078 146



101 (763) 864 87



128 (769) 898 101



117 (539) (86) (454) (13) 381 (66) (50) 265 0.24



42 (70) (56) (14) 83 915 (131) (39) 745 0.68



161 (70) (70) 41 952 (203) (49) 700 0.64



48 (73) (73) 62 748 (110) (46) 591 0.54



126 (108) (108) 51 578 (101) (44) 434 0.40



74 (163) (109) (55) 44 (147) 66 (33) (114) (0.10)



146 (106) (106) 24 383 (75) (49) 259 0.24



87 (104) (104) 67 151 (64) (40) 170 216 0.20



101 (103) (103) 59 185 (73) (47) 65 0.06



40.2 22.2 46.1 19.5



42.0 25.9 48.3 8.4



41.9 26.1 47.2 22.6



44.1 25.5 46.8 21.8



40.3 24.5 48.1 20.4



37.1 18.2 46.2 15.5



20.8 (3.9) 25.8 (4.3)



31.5 11.7 39.5 9.5



23.1 4.4 37.8 9.5



26.5 5.5 38.8 2.8



(0.9) (9.9) (3.3) 14.9



3.8 25.8 14.2 (4.9)



8.0 37.8 18.1 75.1



4.4 25.5 11.2 29.7



(1.3) 8.9 2.9 3.3



(11.3) (37.6) (15.3) 63.5



(20.6) (111.8) (56.6) (115.3)



(14.9) (61.1) (28.3) (63.1)



(21.2) (85.8) (38.1) (63.4)



(17.2) (74.8) (30.4) (85.0)



Source: Company data



Peer comparison – Key valuation stats



ADVANC* DTAC* TRUE* THCOM* INTUCH* SAMART SAMTEL Sector



Rating OP N N N OP N OP Underweight



Target price (Bt) 209.00 59.00 6.90 19.00 68.00 14.30 15.10



Current price (Bt) 193.00 51.00 6.15 13.10 57.50 12.10 15.00



Upside (%) 8.3 15.7 12.2 45.0 18.3 18.2 0.7



16 EPS (Bt) 10.3 0.9 (0.1) 1.5 5.1 0.1 0.3 18.0



17F EPS (Bt) 10.3 0.9 (0.1) 0.6 3.8 (0.1) 0.4 15.7



18F EPS 17F EPS 18F EPS (Bt) growth (%) growth (%) 11.4 (0.1) 10.5 (0.8) 4.5 NM (0.0) 3.4 (63.8) 1.7 (58.4) 172.5 4.4 (25.6) 14.9 0.1 NM NM 0.5 27.6 19.6 17.1 (12.6) 8.9



17F PER (x) 18.7 55.4 NM 21.4 15.1 NM 39.5 27.4



18F PER (x) 17.0 NM NM 7.9 13.2 90.4 33.0 25.2



17F PBV (X) 13.4 4.5 1.6 0.8 5.0 1.5 2.6 4.2



18F PBV (X) 11.4 4.9 1.6 0.8 5.2 1.6 2.6 4.0



17F Div Yield (%) 3.7 0.9 2.3 7.3 1.7 2.3



17F ROAE (%) 66.0 7.7 (3.4) 3.5 33.7 (0.6) 6.5 16.2



Source: KGI Research



November 2, 2017



*The Company may be issuer of Derivative Warrants on these securities. http://research.kgi.com; Bloomberg: KGIT 
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Balance Sheet As of 31 Dec (Bt mn) Total Assets Current Assets Cash & ST Investments Inventories Accounts Receivable Others Non-current Assets LT Investments Net fixed Assets Others Total Liabilities Current Liabilities Accounts Payable ST Borrowings Others Long-term Liabilities Long-term Debts Others Shareholders' Equity Common Stock Capital Surplus Retained Earnings Preferred Stock



Profit & Loss 2014A 31,888 7,072 4,505 236 2,017 312 24,816 1,083 8,353 15,381 14,603 3,986 1,234 1,511 1,241 10,617 9,590 1,027 17,285 5,480 4,302 6,014 1,489



2015A 33,592 8,005 5,046 230 2,500 229 25,587 1,210 9,032 15,344 15,481 4,380 1,319 1,720 1,342 11,101 10,030 1,071 18,111 5,480 4,302 7,265 1,064



2016A 32,840 9,127 6,222 324 2,552 30 23,712 1,417 9,347 12,948 13,919 3,612 1,417 959 1,236 10,306 9,266 1,040 18,921 5,480 4,305 8,164 971



2017F 31,574 9,874 7,218 286 2,343 28 21,699 1,389 9,423 10,888 12,588 3,244 1,223 792 1,229 9,344 8,324 1,020 18,985 5,480 4,302 8,067 1,137



2018F 32,037 12,607 10,760 165 1,655 27 19,430 1,361 9,303 8,766 11,554 2,843 1,002 762 1,079 8,711 7,712 999 20,483 5,480 4,302 9,564 1,136



Year to 31 Dec (Bt mn) Revenue Cost of Goods Sold Gross Profit Operating Expenses Other incomes Operating Profit Depreciation of fixed assets Operating EBITDA Non-Operating Income Interest Income Other Non-op Income Non-Operating Expenses Interest Expense Other Non-op Expenses Equity Income/(Loss) Pre-tax Profit Current taxation Minorities Extraordinary items Net Profit EPS (Bt)



2016A 11,517 (7,354) 4,163 (2,226) 1,937 2,925 4,862 354 354 (359) (359) 198 2,131 (348) (171) 1,612 1.5



2017F 9,523 (7,030) 2,493 (1,829) 664 2,979 3,643 409 409 (399) (399) 200 874 (209) (165) 170 670 0.6



2018F 6,608 (4,861) 1,747 (1,310) 438 3,045 3,483 200 200 (306) (306) 220 551 (374) 0 1,649 1,826 1.7



Source: KGI Research



Year to 31 Dec (Bt mn)



2014A



2015A



2016A



2017F



2018F



4,831



4,729



4,711



3,822



5,269



Net Profit



1,514



2,305



1,783



835



1,826



Depreciation & Amortization



2,572



2,802



2,925



2,979



3,045



8



398



Operating Cash Flow



Key Ratios



Source: KGI Research



2015A 12,453 (7,354) 5,099 (2,118) 2,981 2,802 5,783 489 489 (901) (306) (595) 194 2,763 (458) (183) 2,122 1.9



Cash Flow



Source: KGI Research



Year to 31 Dec (Bt mn) Forecast Drivers Utilization (%) -Conventional satellites Utilization (%) -Broadband satellite Growth (% YoY) Sales OP EBITDA NP EPS Profitability (%) Gross Margin Operating Margin EBITDA Margin Net Profit Margin ROAA ROAE Stability Gross Debt/Equity (%) Net Debt/Equity (%) Interest Coverage (x) Interest & ST Debt Coverage (x) Cash Flow Interest Coverage (x) Cash Flow/Interest & ST Debt (x) Current Ratio (x) Quick Ratio (x) Net Debt (Bt mn) Per Share Data (Bt) EPS CFPS BVPS SPS EBITDA/Share DPS Activity Asset Turnover (x) Days Receivables Days Inventory Days Payable Cash Cycle



2014A 11,893 (7,041) 4,852 (2,304) 2,548 2,572 5,120 245 245 (384) (384) 154 2,562 (498) 87 (550) 1,601 1.5



2014A



2015A



2016A



2017F



2018F



Change in Working Capital NA 57.5



88.0 57.5



57.0 55.0



58.2 46.0



59.1 46.0



50.6 53.3 36.9 42.0 42.0



4.7 17.0 12.9 32.6 32.6



(7.5) (35.0) (15.9) (24.0) (24.0)



(17.3) (65.7) (25.1) (58.4) (58.4)



(30.6) (34.1) (4.4) 172.5 172.5



Others Investment Cash Flow Net CAPEX



40.9 23.9 46.4 17.0 6.5 12.0



36.1 16.8 42.2 14.0 4.9 8.7



26.2 7.0 38.3 7.0 2.1 3.5



26.4 6.6 52.7 27.6 5.7 9.3



64.2 48.2 6.6 1.3 (12.6) 4.3 1.8 1.7 8,332



64.9 46.1 9.7 1.5 (15.5) 3.3 1.8 1.8 8,349



54.0 39.9 5.4 1.5 (13.1) 7.9 2.5 2.4 7,541



48.0 29.0 1.7 0.6 (9.6) 9.7 3.0 3.0 5,507



41.4 7.3 1.4 0.4 (17.2) 11.6 4.4 4.4 1,503



1.5 4.4 15.8 10.9 4.7 0.7



1.9 4.3 16.5 11.4 5.3 0.7



1.5 4.3 17.3 10.5 4.4 0.7



0.6 3.5 17.3 8.7 3.3 0.3



1.7 4.8 18.7 6.0 3.2 0.8



0.4 55.5 12.6 57.3 10.8



0.4 66.2 11.6 63.4 14.4



0.3 80.1 13.7 67.9 25.9



0.3 93.8 15.8 68.5 41.1



0.2 110.4 16.9 83.5 43.8



(490)



110



1,045



112



(107)



-



-



(5,913)



(3,378)



(2,694)



(1,017)



(937) (891)



(6,336)



(1,242)



(1,060)



(1,019)



Change in LT Investment



(174)



-



-



28



28



Change in Other Assets



598



(2,136)



(1,634)



(26)



(74)



Free Cash Flow



(1,081)



1,351



Financing Cash Flow



1,567



Change in Share Capital 40.8 21.4 43.1 13.5 5.4 9.7



(301)



Net Change in Debt Change in Other LT Liab. Net Cash Flow



-



2,017



2,805



4,332



(719)



(2,734)



(1,880)



(971)



-



-



(0)



(30)



2,322



134



(1,836)



(167)



(755)



(853)



(899)



(1,713)



(941)



486



632



(717)



925



3,361



Source: KGI Research



Rates of Return on Invested Capital COGS Depreciation Operating Exp. Operating + + = Revenue Revenue Revenue Margin Dec-14A 59.2% 21.6% 19.4% -0.2% Dec-15A 59.1% 22.5% 17.0% 1.4% Dec-16A 63.9% 25.4% 19.3% -8.6% Dec-17F 73.8% 31.3% 19.2% 1.4% Dec-18F 73.6% 46.1% 19.8% -24.3% Working Capital Net PPE Other Assets Capital Year 1/ + + = Revenue Revenue Revenue Turnover Dec-14A 0.00 0.70 1.32 3.61 Dec-15A -0.02 0.73 1.25 0.49 Dec-16A -0.04 0.81 1.13 0.51 Dec-17F 0.01 0.99 1.15 0.53 Dec-18F 0.00 1.41 1.33 0.47 Operating Capital Cash After-tax Return Year x x = Margin Turnover Tax Rate on Inv. Capital Dec-14A 3.7% 3.6 79.7 10.7 Dec-15A -0.2% 0.5 80.6 -0.1 Dec-16A 1.4% 0.5 83.4 0.6 Dec-17F -8.6% 0.5 83.7 -3.8 Dec-18F -24.3% 0.5 80.0 -9.1 Year 1-



Source: KGI Research
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*The Company may be issuer of Derivative Warrants on these securities. http://research.kgi.com; Bloomberg: KGIT 
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Thaicom Plc – Recommendation & target price history Date



24



5-Oct-17 7-Aug-17 15-May-17 14-Feb-17 8-Dec-16



22 20



18 16



Rating



Target



Price



Underperform Underperform Underperform Underperform Underperform



18.70 18.10 17.90 19.00 20.70



17.30 15.70 17.50 19.50 20.00



14 12 Nov-16



Dec-16



Jan-17



Jan-17



Mar-17 Share price



Apr-17



May-17



May-17



Target price lowered



Jun-17



Jul-17



Aug-17



Sep-17



Oct-17



Target price raised



Source: KGI Research



November 2, 2017



*The Company may be issuer of Derivative Warrants on these securities. http://research.kgi.com; Bloomberg: KGIT 



Please see back page for disclaimer
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Thailand



Siam Cement (SCC.BK/SCC TB)* 3Q17 earnings review: Softer YoY and QoQ



Under review Price as of 1 Nov 2017



480.00



Event SCC reported 3Q17 earnings of Bt11.8bn (-16% YoY, -11% QoQ). The result was 14% below the Bloomberg consensus.



N.A.



Impact 3Q17 earnings dropped 16% YoY and 11% QoQ The plunge YoY was due to lower chemical earnings from softer polyethylene spreads from a very high base last year. In addition, the company booked deferred tax assets of Bt1.8bn in 3Q16. Meanwhile, the decline QoQ was mainly due to lower dividend received from associates in chemical business and lower contribution from packaging business, while cement-building business generated flat earnings from 2Q17.



12M target price (Bt/shr) Under review Unchanged / Revised up (down) (%) Upside/downside (%)



N.A.



Key messages SCC reported 3Q17 earnings of Bt11.8bn (-16% YoY, -11% QoQ). The result was 14% below the Bloomberg consensus. The decline



QoQ



was



dividend



received



chemical



business



from



packaging



building from



from and



lower



generated



The



due



to



lower



associates



business,



business 2Q17.



mainly



share



in



contribution



while



cement-



flat



earnings



price



may



underperform SET due to the lower than expected 3Q17 earnings. We are revising our target price and rating on the counter.



Kaweewit Thawilwithayanon 66.2658.8888 Ext.8847 [email protected]



Key highlights were: i) Chemicals earnings improved 5% QoQ to Bt9.8bn thanks to inventory gains of Bt900mn and polyolefins sales volume increasing 6% to 487K tons due to a tight market situation. However, EBITDA from chemical business softened 32% QoQ to Bt12.0bn due to lower dividend received from associates. Meanwhile, HDPE spread decreased 3% QoQ to US$670/ton, but PP spread increased 2% QoQ to US$681/ton. ii) Cement-building materials business contributed flat earnings QoQ at Bt1.7bn while Thailand’s cement demand declined to growth of 2% YoY (+6% in government, -3% in commercial, and -8% in residential sector). There was a positive sign from government disbursement for some mega infrastructure projects that started construction in 2017, but the residential sector has still been slow as banks are concerned about people’s ability to pay back loans, leading to less lending. Therefore, the company expects domestic cement demand in 4Q17 to be similar to 3Q17. iii) Earnings from packaging business dropped 24% QoQ to Bt772mn due to lower margin from higher production cost, maintenance shutdown, and the impact from closure of Thai Union Paper (TUP). Valuation and action SCC’s share price may underperform SET due to the lower than expected earnings in 3Q17. In addition, we are still concerned about the first large wave of new US olefins supply of 9.5MTA total capacity in 2017-20, up 6% from the current global supply, leading to our conservatively negative view on the olefins market. We are revising our target price and rating on the counter. Risks Slower-than-expected economic petrochemical spreads.
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recovery



and



a



decrease



in



naphtha



price
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Siam Cement



Figure 1: SCC’s 3Q17 earnings performance Bt mn Revenue Cost of goods sold Gross profit Operating expenses Other incomes Operating profit Interest expense Other non-op expenses Current taxation Extraordinary items Net profit EPS(Bt) Percent Gross profit margin SG&A/sales



3Q17 112,428 (87,177) 25,250 (13,759) 2,241 13,732 (1,751) (1,494) 11,836 9.86 3Q17 22.5 12.2



3Q16 104,957 (79,283) 25,674 (12,889) 1,482 14,267 (1,384) 1,121 14,091 11.74 3Q16 24.5 12.3



YoY (%) 7.1 10.0 (1.7) 6.8 51.3 (3.7) 26.5 N.A. (233.3) N.A. (16.0) (16.0) YoY (ppts) (2.0) (0.0)



2Q17 QoQ (%) Comments 108,825 3.3 (84,650) 3.0 24,176 4.4 Higher contribution from the inventory gains (13,309) 3.4 3,425 (34.6) 14,292 (3.9) (1,822) (3.9) N.A. (724) 106.3 Effective tax rate backed to a normal level of 9% in 3Q17 N.A. 13,252 (10.7) The result was lower than the Bloomberg consensus by 14% 11.04 (10.7) 2Q17 QoQ (ppts) 22.2 0.2 12.2 0.0



Source: Company data, KGI Research



November 2, 2017



*The Company may be issuer of Derivative Warrants on these securities. http://research.kgi.com; Bloomberg: KGIT 
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Trader Daily



Poised to be range bound SET performance Daily trading volume, Bt bn (LHS); SET (RHS) 100



1730 1700



80



1670



60



1640 1610



40



1580



20



1550 Jul-17



Aug-17



Sep-17



Trading Volume(Bt bn)



Oct-17 SETindex



Source: SET



Market turnover Bt68bn Bt bn Retail Foreign Institutional



Buy 34.3 18.3 8.7



% 56.0 29.8 14.2



Sell 32.0 19.4 9.4



% 52.7 31.9 15.5



Most active sectors Bt bn 13.8 7.1 6.7 5.8 5.5



Chng (%) -0.8 -1.3 0.6 -1.1 0.8



% of total 20.4 10.5 9.9 8.6 8.2



Close (Bt) 480 58.25 47.50 36.75 420



Chng (%) -2.0 -2.1 3.3 1.4 -



Bt bn 4.4 2.9 2.3 2.0 1.9



30-Oct-17 mn shares 575.6 634.5 8.6 88.7 591.5 121.5 2,083.3 34.7 124.7 516.3



1-Nov-17 mn shares 577.2 636.2 38.5 91.3 592.8 122.4 2,089.2 36.6 130.1 517.9



Value Bt mn 124.0 119.4 105.2 99.2 73.8 65.7 64.6 62.1 42.3 42.1



30-Oct-17 mn shares 662.3 222.0 1,009.5 191.9 148.6 5,120.0 54.9 273.8 506.4 1,006.2



1-Nov-17 mn shares 660.7 221.5 1,002.0 183.3 147.8 5,092.3 52.3 273.2 503.3 1,001.3



Value Bt mn -315.5 -245.5 -137.4 -124.3 -72.5 -72.5 -58.1 -57.6 -54.0 -41.6



Energy Conmat Bank Trans Property



Most active stocks SCC AOT IVL TOA PTT



Daily NVDR report Increase Stock



PTTGC CPALL NOK MTLS AOT KKP LH MAJOR TPIPP CPF



Decrease Stock



BBL PTT KTB ESSO TISCO TMB TASCO PTTEP BANPU BTS



Trader Comments



Rakpong Chaisuparakul (66.2658.8888 Ext. 8845)



The SET Index is poised to be range bound on Thursday, as foreign flows could still slow ahead of the key announcement on the new Fed chairman. According to CNBC, US President Trump will unveil his selection at 3.00PM or early morning Friday local time. Apart from this issue, global macros still look positive overnight. US ADP employment survey and the ISM manufacturing index for October remained resilient, close to expectation, while the US FOMC maintained short-term interest rate at 1.00-1.25% at its policy announcement last night. The committee guided for solid US economic conditions leaving the CME Fed Futures going for a 97% chance that the Fed will raise interest rate in December. On the local side, near-term sentiment may be slightly weighed by soft earnings from Siam Cement (SCC.BK/SCC TB)*, but market players could soon look passed the issue, in our view, given continued improvement in Thailand’s economic outlook into the end of this year.



Quick Bullets



Thai Research Team (66.2658.8888 Ext. 8859)



The annual main consumer price index rose for a fourth straight month in October, slightly higher than forecasts, government data showed on Wednesday, but was still below the central bank's target, giving it room to keep monetary policy accommodative. The headline consumer price index climbed 0.86% in October from a year earlier, the same rate as in September. A Reuters poll projected a rise of 0.82% in October. The Bank of Thailand (BOT) has forecast 2017 headline inflation of 0.6%, below its 1-4% target range. But it expects that to return to the band by the middle of 2018. (Bangkok Post) The National Broadcasting and Telecommunications Commission (NBTC) plans to auction licences for the 900 megahertz and 1800MHz spectra in May next year, the regulator’s secretary-general, Takorn Tantasith, said. According to a preliminary draft of the rules for the 900MHz auction, the NBTC will put up for sale one licence for the 900MHz spectrum, containing 5MHz bandwidth. The starting price is Bt37.988bn. The licence term is 15 years. If there is only one qualified participating bidder, the agency will extend the period for bid applications by a further 30 days from the end of the original application period. If there is still only one bidder, its bid will have to be raised. (The Nation) The Mall Group, the country's second-largest retail group, has announced its first move to a digital platform, joining hands with Siam Commercial Bank (SCB.BK/SCB TB)* to provide cashless shopping ahead of a business overhaul later this month as part of a corporate strategy to deal with mounting online threats. Supaluck Umpujh, the group's chairwoman, said starting next month the group will launch cashless shopping at 15 Gourmet Market and Food Hall branches. (Bangkok Post) Malee Group Plc (MALEE.BK/MALEE TB)*, one of the country's top juice makers, has formed joint ventures with an Indonesian consumer giant in a bid to strengthen its international presence. Opas Lopansri, executive director, said it has signed an agreement with PT Kino Indonesia Tbk to set up two joint venture companies with combined registered capital of Bt400mn, of which 50% has been paid up. (Bangkok Post) Robinson Department Store Plc (ROBINS.BK/ROBINS TB)*, a Central Group department store chain, expects its fashion business to resume growth next year after anticipated flat growth for the first time this year. According to Kaneungha Saetan, the company's vice-president of merchandising, Robinson will kick off its marketing campaigns to stimulate consumer spending in fashion products from early this month until the first half of next year. (Bangkok Post) Sansiri Plc (SIRI.BK/SIRI TB)* is confident in the property market over the final two months, aiming to have Bt13bn in presales from the launch of 10 new projects worth a combined Bt20bn and hold a big sales event this month. Chief operating officer Uthai Uthaisangsuk said the property market in November and December will
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STATISTICS



be bullish as demand recovers and the economic outlook improves. (Bangkok Post)
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Top 3 technical trade



Adisak Kammool 66.2658.8888 Ext. 8843 [email protected]



Charting



Note: The comments and views in this section are those of the Quantitative Strategy team and do not necessarily coincide with the views of the Fundamental Equities Research team.



CHOW (CHOW.BK, Bt5.95) Price Chart Share price, Bt



CHOW (Bt5.95) Signal:



Buy



Indicator:



Positive



Action:



Quick trade



Comment:



Momentum 6.25; cut the position if below 5.85. Source: Aspen



PK (PK.BK, Bt6) Price Chart Share price, Bt



PK (Bt6) Signal:



Buy



Indicator:



Positive



Action:



Quick trade



Comment:



Momentum 6.35; cut the position if below 5.85.



Source: Aspen



RWI (RWI.BK, Bt2.14) Price Chart Share price, Bt



RWI (Bt2.14) Signal:



Support buy



Indicator:



Neutral-positive



Action:



Quick trade



Comment:



Momentum 2.26; cut the position if below 2.10.



Source: Aspen
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Corporate Governance Report of Thai Listed Companies Companies with Excellent CG Scoring Stock



Company name



Stock



Company name



Stock



Company name



EGCO KBANK KKP



ELECTRICITY GENERATING



KTB RATCH SCB



KRUNG THAI BANK



TISCO



TISCO FINANCIAL GROUP



Stock



Company name



Stock



Company name



Stock



Company name



ADVANC AOT AP BBL BH BIGC CK CPALL CPN DRT



ADVANCED INFO SERVICE



ERW GFPT IFEC LPN MINT PS QH ROBINS RS SAMART



THE ERAWAN GROUP



SCC SPALI STEC SVI TASCO TCAP TMB TRUE



THE SIAM CEMENT



Stock



Company name



Stock



Company name



Stock



Company name



CENTEL DCC GL GLOW



CENTRAL PLAZA HOTEL



HMPRO ILINK KTC MAJOR



HOME PRODUCT CENTER



MAKRO MODERN TRT TVO



SIAM MAKRO



THAI VEGETABLE OIL



KASIKORNBANK KIATNAKIN BANK



RATCHABURI ELECTRICITY GENERATING HOLDING THE SIAM COMMERCIAL BANK



Companies with Very Good CG Scoring



AIRPORTS OF THAILAND ASIAN PROPERTY DEVELOPMENT BANGKOK BANK BUMRUNGRAD HOSPITAL BIG C SUPERCENTER CH. KARNCHANG CP ALL CENTRAL PATTANA DIAMOND ROOFING TILES



GFPT INTER FAR EAST ENGINEERING L.P.N. DEVELOPMENT MINOR INTERNATIONAL PRUKSA REAL ESTATE QUALITY HOUSES ROBINSON DEPARTMENT STORE



SUPALAI SINO-THAI ENGINEERING AND CONSTRUCTION SVI TIPCO ASPHALT THANACHART CAPITAL TMB BANK TRUE CORPORATION



RS SAMART CORPORATION



Companies with Good CG Scoring



DYNASTY CERAMIC GROUP LEASE GLOW ENERGY



INTERLINK COMMUNICATION KRUNGTHAI CARD MAJOR CINEPLEX GROUP



MODERNFORM GROUP TIRATHAI



Companies classified Not in the three highest score groups Stock



Company name



Stock



Company name



Stock



Company name



AAV ANAN BA BCH BDMS BEM BJCHI CBG



ASIA AVIATION



CHG CKP DTAC GLOBAL GPSC GUNKUL LPH MTLS



CHULARAT HOSPITAL



NOK PACE SAWAD TMT TPCH WHA WORK



NOK AIRLINES



ANANDA DEVELOPMENT BANGKOK AIRWAYS BANGKOK CHAIN HOSPITAL BANGKOK DUSIT MEDICAL SERVICES BANGKOK EXPRESSWAY AND METRO BJC HEAVY INDUSTRIES CARABAO GROUP



CK POWER TOTAL ACCESS COMMUNICATION SIAM GLOBAL HOUSE GLOBAL POWER SYNERGY GUNKUL ENGINEERING LADPRAO GENERAL HOSPITAL



PACE DEVELOPMENT CORPORATION SRISAWAD POWER 1979 THAI METAL TRADE TPC POWER HOLDING WHA CORPORATION WORKPOINT ENTERTAINMENT



MUANGTHAI LEASING



Source: www.thai-iod.com Disclaimer: The disclosure of the survey result of the Thai Institute of Directors Association ("IOD") regarding corporate governance is made pursuant to the policy of the Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an assessment of operation and is not based on inside information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that date or when there is any change to the relevant information. Nevertheless, KGI Securities (Thailand) Public Company Limited (KGI) does not confirm, verify, or certify the accuracy and completeness of such survey result.
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Anti-corruption Progress Indicator Level 5: Extended Stock CPN



Company name CENTRAL PATTANA



Stock SCC



Company name



Stock IFEC KBANK KKP KTB MINT SCB



Company name



Stock DTAC GFPT GL GLOW GPSC HMPRO KTC LPN MAKRO MODERN NOK



Company name



Stock GUNKUL ILINK MTLS



Company name



Stock RS



Company name



Stock CPALL LPH



Company name



Stock



Company name



Stock SVI TCAP TISCO TMB



Company name



Stock PACE PS RATCH ROBINS SAMART SPALI STEC TASCO TMT TPCH WHA



Company name



Stock QH TRT TVO



Company name



THE SIAM CEMENT



Level 4: Certified Stock ADVANC BBL DCC DRT EGCO ERW



Company name ADVANCED INFO SERVICE BANGKOK BANK DYNASTY CERAMIC DIAMOND ROOFING TILES ELECTRICITY GENERATING THE ERAWAN GROUP



INTER FAR EAST ENGINEERING KASIKORNBANK KIATNAKIN BANK KRUNG THAI BANK



SVI THANACHART CAPITAL TISCO FINANCIAL GROUP TMB BANK



MINOR INTERNATIONAL THE SIAM COMMERCIAL BANK



Level 3: Established Stock AAV ANAN AP BA BDMS BIGC BJCHI CENTEL CHG CK CKP



Company name ASIA AVIATION ANANDA DEVELOPMENT ASIAN PROPERTY DEVELOPMENT BANGKOK AIRWAYS BANGKOK DUSIT MEDICAL SERVICES BIG C SUPERCENTER BJC HEAVY INDUSTRIES CENTRAL PLAZA HOTEL CHULARAT HOSPITAL CH. KARNCHANG CK POWER



TOTAL ACCESS COMMUNICATION GFPT GROUP LEASE GLOW ENERGY GLOBAL POWER SYNERGY HOME PRODUCT CENTER KRUNGTHAI CARD L.P.N. DEVELOPMENT SIAM MAKRO MODERNFORM GROUP NOK AIRLINES



PACE DEVELOPMENT CORPORATION PRUKSA REAL ESTATE RATCHABURI ELECTRICITY GENERATING HOLDING ROBINSON DEPARTMENT STORE SAMART CORPORATION SUPALAI SINO-THAI ENGINEERING AND CONSTRUCTION TIPCO ASPHALT THAI METAL TRADE TPC POWER HOLDING NOK AIRLINES



Level 2: Declared Stock AOT BH GLOBAL TRUE



Company name AIRPORTS OF THAILAND BUMRUNGRAD HOSPITAL SIAM GLOBAL HOUSE



GUNKUL ENGINEERING INTERLINK COMMUNICATION MUANGTHAI LEASING



QUALITY HOUSES TIRATHAI THAI VEGETABLE OIL



Level 1: Committed Stock CBG MAJOR



Company name CARABAO GROUP



RS



Stock Company name SAWAD SRISAWAD POWER 1979



MAJOR CINEPLEX GROUP



No progress Stock BCH BEM



Company name BANGKOK CHAIN HOSPITAL BANGKOK EXPRESSWAY AND METRO



CP ALL



Stock WORK



Company name WORKPOINT ENTERTAINMENT



LADPRAO GENERAL HOSPITAL



Source: www.cgthailand.org Disclaimer: The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by the relevant institution as disclosed by the Office of the Securities and Exchange Commission, is made in order to comply with the policy and sustainable development plan for the listed companies. The relevant institution made this assessment based on the information received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2), or other relevant documents or reports of such listed company . The assessment result is therefore made from the perspective of a third party. It is not an assessment of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that date or when there is any change to the relevant information. Nevertheless, KGI Securities (Thailand) Public Company Limited (KGI) does not confirm, verify, or certify the accuracy and completeness of the assessment result.
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KGI Locations



China



DAILY Navigator



Shanghai Room 2703B-2704, Tower A , Shanghai Dawning Centre,500 Hongbaoshi Road Shanghai, PRC 201103 Room 24D1, 24/F, A Unit, Zhen Ye Building, 2014 Bao’annan Road,



Shenzhen



Shenzhen, PRC 518008



Taiwan



Taipei



700 Mingshui Road, Taipei, Taiwan Telephone 886.2.2181.8888 ‧



Hong Kong



41/F Central Plaza, 18 Harbour Road, Wanchai, Hong Kong Telephone 852.2878.6888



Thailand



Facsimile 886.2.8501.1691



Bangkok



Facsimile 852.2878.6800



8th - 11th floors, Asia Centre Building 173 South Sathorn Road, Bangkok 10120, Thailand Telephone 66.2658.8888



KGI's Ratings



Facsimile 66.2658.8014



Rating



Definition



Outperform (OP)



The stock's excess return over the next twelve months is ranked in the top 40% of KGI's coverage universe in the related market (e.g. Taiwan)..



Neutral (N)



The stock's excess return over the next twelve months is ranked in the range between the top 40% and the bottom 40% of KGI's coverage universe in the related market (e.g. Taiwan)



Under perform (U)



The stock's excess return over the next twelve months is ranked in the bottom 40% of KGI's coverage universe in the related market (e.g. Taiwan).



Not Rated (NR)



The stock is not rated by KGI.



Restricted (R)
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