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Siam Global House PLC (GLOBAL) at “A-”. The ratings reflect the company’s proven 12 November 2011 record in the home improvement retailing industry in Thailand, successful strategy to expand its warehouse-format stores into provincial areas, and its track record in cost control. These strengths are partially offset by the company’s long cash conversion cycle and intense competition among modern home improvement retailers. The prolonged low farm income and economic slowdown, which adversely affect the purchasing power of provincial consumers, are rating concerns. GLOBAL is one of the leading warehouse-style home improvement retailers in Thailand. It was established in 1997 by Mr. Witoon Suriyawanakul. The company was listed on the Stock Exchange of Thailand (SET) in August 2009. In November 2012, SCG Distribution Co., Ltd. (SCGD), 100% owned by Siam Cement Group PLC (SCG), became a strategic partner of GLOBAL. As of March 2016, GLOBAL’s major shareholders were the Suriyawanakul family (37.04%) and SCGD (30.02%). The company’s first branch is located in Roi-Et province, which is the founder’s hometown. As of December 2015, the company operated 38 stores across Thailand with a total store area of 921,779 square meters (sq.m.). GLOBAL offers a wide range of construction materials, hardware tools, and home decoration items, amounting to approximately 100,000 stock keeping units (SKUs). The company’s stores are designed in a large-scale warehouse format. Each store has an average selling area of 22,000 sq.m. In 2015, the sluggish economy in Thailand resulted in weak private consumption nationwide. Thailand’s private consumption grew by 2.5% year-onyear (y-o-y) during the first quarter of 2015, and grew merely by 1.7% and1.8% y-o-y during the second quarter and the third quarter of 2015. However, the private consumption in Thailand improved in the fourth quarter of 2015, rising by 2.5% y-o-y, after Thai government announced tax deduction measure to stimulate domestic consumption during the last week of 2015. GLOBAL’s same-store sales growth (SSSG) grew by 0.4% and 4.0% during the first quarter and the second quarter of 2015. However, SSSG fell by 3.5% and 4.5% during the third quarter and the fourth quarter of 2015, which resulted in SSSG fell by 0.5% for the whole year of 2015. In addition to the weak economic condition, the contraction in GLOBAL’s same-store sales growth came from the low farm income, which cut purchasing power of most consumers, especially in provincial areas. The decline in construction material prices also weighted down the SSSG of the company. Despite a negative same-store sales growth, GLOBAL’s total sales still posted a growth of 8.4% y-o-y in 2015, thanks to additional sales from new stores opened in 2014-2015. GLOBAL’s operating margin before depreciation and amortization remained satisfactory at 11.4% in 2015, up from 10.7% in 2014. The rise in operating margin was mainly due to change in GLOBAL’s product mix. Sales of house brands, which generate higher margins than the other private brands, made up a larger portion of total sales. The depreciation of Chinese yuan against Thai baht was also attributed to the improved margin as it partly lowered the cost of imported house brands. In September 2015, GLOBAL gradually expands its business into neighbouring countries. GLOBAL House International Co., Ltd. (GBI), a



joint venture between GLOBAL and SCGD, invested 34% stake in Souvanny Home Center PLC (Souvanny). Souvanny was one of the leading home improvement retailers in the Lao PDR and listed on the Lao Securities Exchange (LSX). GBI spent Bt740 million for this transaction. The new investment in Laos contributed equity income of Bt2.9 million in the fourth quarter of 2015 to GLOBAL. GLOBAL’s earnings before interest, tax, depreciation and amortization (EBITDA) rose by 15.4% from Bt1,670 million in 2014 to Bt1,927 million in 2015. The EBITDA interest coverage ratio remained healthy at 13.34 times in 2015. The ratio of funds from operations (FFO) to total debt remained satisfactory at 34.09% in 2015, compared with 31.6%-37.9% in 2013-2014. GLOBAL plans investment budget of about Bt1,400-1,900 million per year during 2016-2018. GLOBAL has unveiled plans to open seven stores per year during the next three years. GLOBAL is building a new distribution centre (DC) in Ayudhya province. This DC is expected to be completed by the end of 2016. The new automated DC is expected to reduce the labour force needed in the warehouse, improve efficiency, and shorten cash conversion cycle, which stayed at 142 days in 2015. Even though GLOBAL’s same store sales remains negatively affected by the low purchasing power of consumers in provincial areas on the backdrop of low farm income and economic slowdown, successful penetration in new areas by adding new stores will continue to support total sales growth. In the base case scenario, GLOBAL is projected to generate FFO at about Bt1,600-Bt1,800 million per annum. The store expansion and new DC will drive leverage higher gradually, but the debt to capitalization ratio is projected to remain below 50% over the next few years. Rating Outlook The “stable” outlook reflects the expectation that GLOBAL will maintain its market position in the home improvement retailing industry. The company is expected to sustain its cost control competency as well as its profitability while it expands. GLOBAL’s ratings and/or outlook could be revised upward if its cash flow generation improves significantly while cash flow protection, as measured by the FFO to total debt, is maintained at approximately 30%-35% on a sustainable basis. In contrast, a rating downgrade could occur if GLOBAL’s operating performance declines dramatically for an extended period.



Siam Global House PLC (GLOBAL) Company Rating:



A-



Issue Rating: GLOBAL172A: Bt3,000 million senior unsecured debentures due 2017 Rating Outlook: KEY RATING CONSIDERATIONS Strengths/Opportunities  Proven record in the home improvement retailing industry  Large-store format supports strategy of offering a wide range of home improvement products  A shift in consumer preference towards modern trade retailers  Increasing urbanization in provincial areas



AStable



CORPORATE OVERVIEW GLOBAL was incorporated in 1997 by Mr. Witoon Suriyawanakul. The company is a retailer of home improvement products, offering construction materials, hardware, tools, and home decoration items. The company’s stores are designed in a large-scale warehouse style, with average salable area of 22,000 sq.m. per store. The company was listed on the SET in August 2009. As of March 2013, GLOBAL’s major shareholders were the Suriyawanakul family (37.36%) and SCGD (31.25%). GLOBAL’s major products are construction materials, which comprised approximately 30% of its total revenues. As of December 2015, GLOBAL owned and operated 38 stores, located in the Northeastern, Northern, Eastern, and Central regions of Thailand. The company’s total store area reached 921,779 sq.m. by the end of December 2015.



Weaknesses/Threats  Long cash conversion cycle compared with peers  Intense competition among home improvement retailers  Cannibalization in some store locations  Weak domestic consumption  Low farm income negatively affected purchasing power of customers in provincial area
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Table 1: GLOBAL’s Revenue Breakdown by Product Unit: % Product Type 1 2 3 4 5 6 7
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BUSINESS ANALYSIS GLOBAL’s business profile is underpinned by its extensive record in home improvement retailing industry. GLOBAL’s customers were targeted in provincial trade areas; therefore, low farm incomes and sluggish economy directly affected GLOBAL’s operations. However, the penetration in new area by adding new stores will support company’s sales growth on the back of continuing shift in customers’ preference to modern trade retailers. 



Proven record in provincial markets GLOBAL is one of the leaders among modern home improvement retailers in Thailand. All branches of GLOBAL are located upcountry.



Source: GLOBAL



RECENT DEVELOPMENTS  Six new outlets were opened in 2015 GLOBAL opened six new stores in 2015. GLOBAL has the new Automated Storage Retrieval System (ASRS) for some new outlets. The ASRS cuts the labour force in the warehouses, track inventory effectively, and trim inventory levels. The new outlets were located in the Eastern, Northeastern, and Central provinces of Thailand. The six new stores increased the total saleable area to 921,729 sq.m. in 2015, from 799,026 sq.m. in 2014.



Chart 2: GLOBAL’s outlets by Regions 120% 100% 80%
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Currently, GLOBAL has 38 outlets, with 50% of total outlets located in the Northeastern region, 21% located in the Northern region, and the remainder located in the Central and the Eastern regions. GLOBAL’s total revenues was Bt16,864 million in 2015.The company is still ranked sixth in the industry in terms of total sales.
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Large-scale store format is used to penetrate the market GLOBAL’s key strategy is to offer a wide range of construction materials, hardware, tools, and home decoration items to its customers, following the concept of “all inclusive for your house”. GLOBAL’s customer base includes not only homeowners but also small and big contractors. GLOBAL’s stores are warehouse-style stores, with an average saleable area of 22,000 sq.m. per store. GLOBAL serves the two target groups, homeowners and contractors. A GLOBAL’s store is divided into two parts: a







Invest in the Lao PDR through its JV In September 2015, GBI, which is 50% joint venture with SCGD, invested 34% stake in Souvanny. Souvanny is a home improvement retailer, which offers both construction material and home decoration, located in Vientiane, Lao PDR. The total investment cost for GBI was Bt740 million. The purpose for new investment is to expand its business into neighboring countries.
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shopping zone, and a drive-through area. The drivethrough area of 10,000 sq.m. is designed for self-service selection and fast delivery. The 12,000-sq.m. shopping zone contains more than 100,000 SKUs of home-related products. In addition to increase customer satisfaction, large-scale stores also benefit the company through economies of scale and lower operating costs.



during the first quarter through the third quarter of 2015. However, the retail sales index improved in the fourth quarter of 2015, growing by 3.0% y-o-y. The private consumption and retail sales improved in the last quarter of 2015. This was mainly due to a tax deduction measure launched by the Thai government. A slowdown in domestic consumption, a decline in consumer confidence, high household debt, drop in the prices of agricultural products had an effect on GLOBAL’s same-store sales. GLOBAL’s SSSG fell by 0.5% in 2015, compared with a 6.2% SSSG contraction in 2014. The prolonged low farm income still cuts the purchasing power of most consumers in provincial areas. Apart from the low farm income, the drop in steel prices also weighted down GLOBAL’s SSSG in 2015. According to a report from the Ministry of Commerce, an average steel price declined by 17% y-o-y in 2015, from Bt346 in 2014 to Bt287 in 2015.







A shift in customer preference towards modern trade retailers Due to a shift in consumer preference towards modern trade retail outlets, home improvement retailers grew by replacing traditional sales outlets for construction materials and hardware. According to the National Economic and Social Development Board (NESDB), total sales of home improvement retailers in Thailand grew by 5% in 2015, while GLOBAL’s total sales rose by 8% during the same period. The change in customer preference has provided growing opportunities for modern retailers, including GLOBAL. GLOBAL increased seven outlets in 2008 to 38 outlets in 2015. As a result, total sales of GLOBAL continued to rise to Bt16,864 million in 2015 from Bt3,967 million in 2008. The continuing shift in customer preference will support GLOBAL’s plan to open seven new stores per year.



Chart 4: Retail Sales Index and Same-Store-Sales Growth
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Chart 3: Total Sales and Number of Stores
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Store expansion is a main driver Despite an economic slump and a contraction in samestore sales, GLOBAL still posted an 8% growth in sales in 2015. The rise was mainly driven full year total operation of new stores opened in 2014. GLOBAL also opened six new stores in 2015. In 2016, GLOBAL plans to open seven new stores. The successful penetration in new areas by adding new stores will continue to support total sales growth despite weak SSSG during the weak economic outlook.
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Weak domestic consumption and prolonged low farm incomes still hurt SSSG A slowdown in private spending in 2015 led to a contraction in the retail sales index. Private consumption in Thailand grew merely by 2.1% y-o-y in 2015. The retail sales index was also weak, falling by 2.2%-3.5% y-o-y
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Chart 5: Same-Store-Sales Growth and total sales growth 18,000
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brands. The rise in total sales will enhance bargaining power and economies of scale to the company.
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Long cash conversion cycle Due partly to GLOBAL’s strategy to offer a wide range of products, it has a relatively long cash conversion cycle compared with its competitors. The average cash conversion cycle among major home improvement industry peers during 2011 to 2015 ranged between 70 days and 82 days. GLOBAL’s cash conversion cycle was longer than average, ranging from 103 days to 154 days. The DC, which is expected to open by the end of 2016, should help improve inventory management.



% SSSG



Table 2: GLOBAL’s Cash Conversion Cycle Compared with Industry Peers



Sources: GLOBAL



Unit: Days Cash Conversion 2011 2012 2013 Cycle Siam Global 103 111 151 House Peer’s Average 70 77 82 Source: GLOBAL, complied by TRIS Rating







Distribution centre to operate by year-end 2016 GLOBAL has a plan to build a DC in 2016, which is located in Ayudhya province. The DC has a total area of 160,000 sq.m. GLOBAL decided to implement an ASRS in the DC. ASRS will reduce the labour force needed in the warehouses, and improve efficiency. GLOBAL plans to spend Bt300 million for investment budget of DC. The DC is expected to help GLOBAL enhance the efficiency of logistics management and inventory control.
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Leverage will rise, but remain at satisfactory level Over the past few years, the competition among the modern home improvement retailers has intensified. Most retailers expanded more stores to cover new trade areas and capture a wider range of customers. During 20122015, GLOBAL expanded aggressively, opening five to seven stores. Despite its growth plan, GLOBAL’s total debt to capitalization ratio remained healthy, at 24.1% in 2015 from 23.1% over the same period of 2014.



FINANCIAL ANALYSIS GLOBAL’s financial profile remained healthy. Total sales and funds from operation (FFO) continued to grow from new store expansion. Profitability has improved due to change in product mix. GLOBAL’s balance sheet stayed robust. The company’s relatively low leverage will allow it to pursue its growth plan.



Table 3: GLOBAL’s Working Capital Needs Unit: Bt million







Sales Number of stores Working capital* Change in working capital



Improvement in profitability Despite sluggish economy and fierce competition, GLOBAL’s profitability has improved and remained relatively satisfactory. The gross margin improved to 16.7% in 2015, rising from 15%-16% during 2010-2014. GLOBAL’s selling, general and administrative expenses (SG&A) are under control, and are kept to about 13% of total sales. Including rebates from suppliers, the operating margin before depreciation and amortization (including other incomes) also improved to 11.4% in 2015, compared with 10.7% in 2014. The rise came from change in GLOBAL’s product mix. Sales of house brands, which generate higher margins than other private brands, made up a larger portion of total sales. The depreciation of Chinese yuan against Thai baht was also attributed to the improved margin as it partly lowered the cost of imported house
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The company plans to add approximately seven stores per annum, plus a DC. These plans require capital expenditures of Bt1,400-Bt1,900 million per year during 2016 through 2018. GLOBAL is projected to generate FFO of Bt1,600-Bt1,800 million per year during the same periods. As a result, the funds needed for capital expenditures and working capital will be funded mainly through GLOBAL’s operating cash flow. Some additional borrowing may be needed for store expansion. Despite
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rising leverage, GLOBAL’s total debt to capitalization ratio is expected to stay below 50% over the next three years.



level. The rise in sales and better profitability drove up the GLOBAL’s EBITDA, from Bt1,670 million in 2014 to Bt1,927 million in 2015. The FFO to total debt ratio rose to 34.1% in 2015, compared with 31.6% in 2014. The EBITDA interest coverage ratio remained satisfactory, increasing to about 13.3 times in 2015 from 11.8 times in 2014.







Cash flow protection rose in 2015 Despite a rise in leverage level in pursuit of store expansion plan, cash flow protection remained at good



Financial Statistics and Key Financial Ratios Unit: Bt million --------------------------------- Year Ended 31 December------------------------------Sales Gross interest expense
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4 days ago - à¸„à¸²à¸”à¸� à¸²à¹„à¸£à¸›à¸�à¸•à¸´ 2Q61 à¸¢à¸±à¸‡à¸«à¸”à¸•à¸±à¸§ YoY â€¦ à¹�à¸•à¹ˆà¹€à¸£à¸´à¹ˆà¸¡à¸Ÿà¸·à¹‰à¸™ QoQ. à¹€à¸£à¸²à¸„à¸²à¸”à¸� à¸²à¹„à¸£à¸›à¸�à¸•à¸´ 2Q61 à¸—à¸µà¹ˆ 527 à¸¥à¹‰à¸²à¸™à¸šà¸²à¸— (+28.6% QoQ, -14.5% YoY) à¸� à¸²à¹„à¸
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June 2016 - WHSmith PLC 

Jun 8, 2016 - Gross margin increased in line with plan. ... High Street business we continue with our profit focused strategy, with sales in ... Media Relations.
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KCE Electronics PLC. - Settrade 

Jul 10, 2018 - CHARAN DNA. FVC. INSURE ..... 127 Gaysorn Tower, 14-16fl., Ratchadamri Rd.,. Lumpini ... Asian city resort Building 2nd Floor 1468/126-128.
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KCE Electronics PLC. 

5 days ago - Asian city resort Building 2nd Floor 1468/126-128. Karnchanavanit Rd. Hat yai, Amphoe Hat. YaiSongkhla90110. Tel. (074)559-200, (074)559- ...
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The Platinum Group Plc. 

Nov 18, 2016 - SET. PRICE (17/11/59). 6.90. FAIR PRICE. 7.85 UPSIDE. 14% .... MONO NKI PHOL PPS PS PSL PTT PTTEP PTTGC QTC RATCH ROBINS ...
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Ptt PLC PTT 

Sep 22, 2017 - PTT PLC is an integrated national petroleum and petrochemical ..... and licenses, research and consulting services, data services, licenses to.
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Ptt PLC PTT - SETTRADE.COM 

Sep 3, 2017 - Value Estimate Morningstar's equity analysts assign to companies. ii. Quantitative ..... and software development. The Research Analyst has not ...
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Ptt PLC PTT 

Sep 1, 2017 - There is no one analyst in which a Quantitative Fair Value Estimate and Quantitative. Star Rating are attributed to; however, Mr. Lee Davidson, Head of Quantitative. Research for Morningstar, Inc., is responsible for overseeing the meth
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KCE Electronics PLC. - Settrade 

4 days ago - 1Q61 à¸� à¸³à¹„à¸£à¸›à¸�à¸•à¸´à¸«à¸”à¸•à¸±à¸§ 34% YoY à¹�à¸¥à¸°à¸• à¹ˆà¸³à¸�à¸§à¹ˆà¸³à¸•à¸¥à¸³à¸”à¸„à¸³à¸” 21%. KCE à¸£à¸²à¸¢à¸‡à¸²à¸™à¸� à¸²à¹„à¸£à¸ªà¸¸à¸—à¸˜à¸´ 1Q61 à¸à¸¢à¸¹à¹ˆà¸—à¸µà¹ˆ 517 à¸¥à¹‰à¸²à¸™à¸šà¸²à¸— à¸«à¸²à¸�à¸•à¸±à¸”à¸�
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KCE Electronics PLC. 

Feb 14, 2018 - 4Q60 à¸� à¸²à¹„à¸£à¸›à¸�à¸•à¸´à¸«à¸”à¸•à¸±à¸§ 19% YoY à¸— à¸²à¸£à¸°à¸”à¸±à¸šà¸• à¹ˆà¸²à¸—à¸µà¹ˆà¸ªà¸¸à¸”à¹ƒà¸™à¸£à¸à¸š 10 à¹„à¸•à¸£à¸¡à¸²à¸ª. KCE à¸£à¸²à¸¢à¸‡à¸²à¸™à¸� à¸²à¹„à¸£à¸›à¸�à¸•à¸´ 4Q60 à¸à¸¢à¸¹à¹ˆà¸—à¸µà¹ˆ 535 à¸¥à¹‰à¸²à¸™à
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TRUE CORPORATION PLC. 

Nov 15, 2017 - 3Q60 EBITDA à¹‚à¸•à¹�à¸£à¸‡ 37% YoY à¸‚à¸²à¸”à¸—à¸¸à¸™à¸›à¸�à¸•à¸´à¸¥à¸”à¸¥à¸‡ QoQ à¹�à¸£à¸‡à¸�à¸§à¹ˆà¸²à¸„à¸²à¸”. à¸œà¸¥à¸�à¸²à¸£à¸” à¸²à¹€à¸™à¸´à¸™à¸‡à¸²à¸™ 3Q60 à¸‚à¸²à¸”à¸—à¸¸à¸™à¸ªà¸¸à¸—à¸˜à¸´ 691 à¸¥à¹‰à¸²à¸™à¸šà¸²à¸— à¹€à¸—à¸µà¸
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Ptt PLC PTT - SETTRADE.COM 

Jul 16, 2017 - Value Estimate Morningstar's equity analysts assign to companies. ii. Quantitative ..... and software development. The Research Analyst has not ...
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loxley plc - efinanceThai 

Aug 11, 2017 - LOXLEY: BUY-4.00 ..... Disclosure: List of companies that intend to join Thailand's Private Sector Collective Action Coalition .... Email Address.
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