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Aggregate normalized earnings down 19% Q-Q and 12% Y-Y due to stock loss in 2Q17, but up 12% in 1H17 o



Nearly all of 2Q17 earnings results are out. Of that, the counters under FSS coverage report normalized earnings of Bt159.6bn (-13.6% Q-Q, -4.1% Y-Y). It's lower than our estimate by just 4% due to stock loss in the commodity sector, which includes energy, petrochemical and steel. Such stock loss is contrary to the large stock gain booked in 1Q17 and 2Q16.



o



Excluding the commodity sector, aggregate normalized earnings of non-commodity counters tumbled 26% Q-Q due to seasonality and early rain. Moreover, it decreased 6.8% Y-Y, dragged down by food and beverages, airlines, property development (because there was stimulus last year), mobile operators and nearly all of their entire supply chain (i.e. IT contractors), and hospitals, especially smaller ones (because the base was high last year due to outbreaks).



o



The sectors that report Y-Y gain include finance, hotels, utility and power (which continue to start commercial run of new plants), digital television, auto, auto parts as well as commerce (which include convenience stores, modern trade, and specific channels for IT and skin care products).



o



Looking ahead, we find three risky sectors, comprising the followings. First is electronics because it is hit by more-than-expected Baht appreciation. Moreover, it is in mid-stream and has low bargaining power. Second is the airlines sector after the strong competition continues to pressure ticket price to decrease. Third is the beverages sector because sugary drinks tax that is about to be implemented in mid September will change cost structure.



o



Moreover, we find three solid sectors, including the followings. First are hotels because they directly benefit from the growing tourism industry and income distribution. Second and third are hospitals and mobile operators because they are defensive in nature and less sensitive to the economy. Moreover, the mobile operator sector's cost burden will decrease after the rising revenues outlook, while the hospital sector will benefit in 2H17 from the rise in the Social Security Office's pay scheme starting from July 1, 2017 onward. On this theme, the hospitals that we like are the ones that take SSO patients. FSS Research Team



o



We continue to like the sectors that benefit from investment in infrastructure, which is our
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investment theme for 2H17. Such sectors include contractors, building materials, and
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banks. In 2H17, auctions for two double-track projects and one train line will add colors to
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speculation in the contractor sector. Moreover, they are positive for banks' loans as well as
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the building materials sector, particularly bored pile operator because they are the first to realize revenues. o



Consumption will remain weak due to the persistently weak purchasing power, rain in 3Q17 and royal cremation in October. In this regard, the commerce and property development sectors should be the last to recover. Of the commerce sector, CPALL is the strongest because it sells consumer products. Of the property development sector, ORI is the best because it has large backlog, which is enough to secure revenues in the next three years.
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2Q17 aggregate net profit and normalized earnings of stocks under FSS coverage Norm profit



Net profit



(unit: Btm) 2Q17



1Q17



2Q16



% Q-Q



% Y-Y



2Q17



1Q17



2Q16



% Q-Q



% Y-Y



Banks



44,732



51,278



49,483



-12.8%



-9.6%



44,732



51,278



49,483



-12.8%



-9.6%



Energy



44,497



63,202



46,036



-29.6%



-3.3%



44,700



74,319



47,176



-36.5%



5.5%



Conmat



14,137



16,519



17,260



-14.4%



-18.1%



14,187



18,409



17,264



-22.9%



-17.8%



ICT



11,508



11,704



15,047



-1.7%



-23.5%



11,541



11,860



18,528



-2.7%



-37.7%



Petrochem



9,637



16,264



8,029



-40.7%



20.0%



9,611



17,753



11,196



-45.9%



-14.2%



Commerce



8,871



9,587



8,088



-7.5%



9.7%



8,851



9,592



8,106



-7.7%



9.2%



Property



8,046



4,252



8,308



89.2%



-3.1%



8,046



4,252



8,308



89.2%



-3.1%



Utilities



5,807



4,800



5,577



21.0%



4.0%



5,899



4,924



5,764



19.8%



2.3%



Electronics



2,833



2,698



2,591



5.0%



9.4%



2,316



3,002



3,131



-22.9%



-26.0%



Health



2,720



3,183



2,632



-14.6%



3.4%



4,915



3,193



2,694



53.9%



82.4%



Tourism



1,193



2,886



951



-58.7%



25.4%



1,193



2,915



1,103



-59.1%



8.1%



Finance



1,834



2,365



2,320



-1.9%



26.5%



1,834



2,365



2,320



-1.9%



26.5%



Media



1,104



746



1,320



48.1%



-16.3%



1,175



831



1,502



41.4%



-21.8%



Agri&Food



841



2,409



4,416



-63.2%



-80.9%



906



2,938



4,465



-69.1%



-79.7%



Contractor



352



413



328



-14.8%



7.3%



352



413



328



-14.8%



7.3%



Auto



411



495



346



-17.0%



18.9%



411



346



346



-17.0%



18.9%



Small caps



168



267



263



-37.3%



-36.3%



465



267



239



73.9%



94.2%



34



-102



1632



Nm



-94.7%



34



-127



34



Nm



-94.7%



Steel Logistics FSS coverage



-1,134



2,634



-1,002



Nm



nm



-4,323



4,371



-2,470



Nm



nm



159,553



184,718



166,437



-13.6%



-4.1%



161,284



198,685



171,406



-18.8%



-5.9%



Source: FSS Research



1H17 aggregate net profit and normalized earnings of stocks under FSS coverage (unit: Btm)



Norm profit



Net profit



1H17



1H16



% Y-Y



1H17



1H16



% Y-Y



Banks



96,010



96,487



-0.5%



96,010



96,487



-0.5%



Energy



107,699



79,100



36.2%



121,496



83,522



45.5%



Conmat



30,656



31,845



-3.7%



32,595



31,908



2.2%



ICT



23,212



29,527



-21.4%



23,401



32,488



-28.0%



Petrochem



25,901



13,384



93.5%



27,364



20,008



36.8%



Commerce



18,458



16,180



14.1%



18,444



16.257



13.5%



Property



12,299



14,801



-16.9%



12,299



14,683



-16.2%



Utilities



10,607



10,745



-1.3%



10,823



11,466



-5.6%



Electronics



5,532



5,047



9.6%



5,318



5,643



-5.8%



Health



5,904



6,227



-5.2%



8,108



6,295



28.8%



Tourism



4,079



3,537



15.3%



4,108



5,626



-27.0%



Finance



4,325



3,412



26.7%



4,686



3,412



37.3%



Media



1,834



2,114



-13.2%



1,959



2,539



-22.9%



Agri&Food



3,132



6,825



-54.1%



2,926



6,474



-54.8%



Contractor



765



766



-0.2%



765



766



-0.2%



Auto



621



603



2.9%



682



756



-9.7%



Small caps



434



585



-25.6%



732



560



30.6%



Steel



-68



1,114



nm



-94



1,115



nm



1,500



6,821



-78.0%



47



4,029



-98.8



344,271



307,819



11.8%



359,969



332,477



8.3%



Logistics FSS coverage



Source: FSS Research
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Finansia Syrus Securities Public Company Limited Head Office



Thaisummit Tower



Alma Link



Amarin Tower



Central Pinklao 1



999/9 The offices at Central World 18th, 25th Fl., Rama 1 Rd., Patumwan, Bangkok



1768 Thaisammit Tower Building, 5th, 31th Fl., New Petchburi Road, Bangkapi, Huaykwang, Bangkok



9th, 14th, 15th Fl., Alma Link Building 25 Soi Chidlom, Ploenchit, Lumpini, Patumwan, Bangkok



496-502 Amarin Tower 20th Floor, Pleonchit, Lumpini, Pathumwan, Bangkok



7/129-221 Central Pinklao Office Building, Room 1404, 14th Fl., Baromratchonnanee Road, Arunamarin, Bangkoknoi, Bangkok



Bangkapi



Bangna



Sindhorn 1



Kian Gwan (Sindhorn 2)



Sindhorn 3



3105 N Mark Building, 3rd Floor, Room A3 R02, Ladprao Road, Klongjan, Bangkapi, Bangkok



1093 Tower 1 Office, 19th Floor, Room 1093/105 Moo 12, Bangna-Trad Road, Bangna, Bangkok



130-132 Sindhorn Building 1, 2rd Floor, Wireless Road, Lumpini, Pathumwan, Bangkok



140/1 Kian Gwan House II 18th Floor, Wireless Road, Lumpini, Pathumwan, Bangkok



130-132 Sindhorn Building 3, 19th Floor, Wireless Road, Lumpini, Pathumwan, Bangkok



Ladprao



Prachachuen



Rang sit



Thaisummit Tower



Rattanatibet



555 Rasa Tower 2, 11st Floor, Unit 1106, Phaholyothin Road, Chatuchak, Bangkok



105/1 B Building, 4th Floor, Thessabansongkhrao Road, Ladyao, Jutujak, Bangkok



1/832 Phaholyothin 60 Kukod, Lumlookka Pratumtanee



1768 Thaisammit Tower Building, 2nd Floor, New Petchburi Road Bangkapi, Huaykwang, Bangkok



68/127 Moo 8 Rattanatibet Road, Tumbon Banggrasor, Aumphoe Muang, Nonthaburi



Sriracha



Khonkaen 1



Khonkaen 2



Khonkaen 3



Udonthani



135/99 (G fl.) Sukumvit Road, Tumbon Sriracha Aumphoe Sriracha, Chonburi



311/16 2nd Floor, Klangmeung Road, Tumbon Nai Meung, Aumphoe Meung, Khonkaen



26/9 Moo 7, 2nd Floor Sri Chant Mai Road, Tumbon Nai Meung, Aumphoe Meung Khonkaen, Khonkaen



311/1 Khang Meung Road, Tumbon Nai Meung, Aumphoe Meung Khonkaen, Khonkaen



104/6, 2 fl., ICBC Bank Tower Udon Dusadee Road, Tumbon Mak Khaeng, Aumphoe Muang Udon Thani, Udon Thani



Chiangmai 1



Chiangmai 2



Chiangmai 3



Chiangrai



Measai



308 Chiang Mai Land,



310 Chiang Mai Land,



Maliplace Building 32/4 moo 2



Chang Klan R., Chang Klan



Chang Klan R., Chang Klan



1 fll., B1-1, B1-2 room



Muang Chiangmai



Muang Chiangmai



Tumbon Maehia Chiangmai



353/15 Moo 4, Tumbon Rimkok Aumphoe Muang, Cheangrai



119 Moo 10, Tumbon Maesai, Aumphoe Muang, Cheangrai



Nakornratchasima



Samutsakorn



Nakornpathom



Phuket



Hatyai 1



1242/2 A3 room, 7 fl., The Mall Ratchasima



1045/16-17 Vichienchodok, Tumbon Mhachai, Aumphoe Meungsamutsakorn, Samutsakorn



28/16-17 Yingpao Road, Tumbon Sanamjan, Aumphoe Muang, Nakornpathom



22/18 Vanish Plaza Shopping Mall, Luangporwatchalong Road, Tumbon Talad Yai,



200/222, 200/224, 200/226 Juldis Hadyai Plaza, 2rd Floor, Building, Niphat Uthit 3 Road, Aumphoe Hadyai, Songkhla



Mittraphap rood Tumbon Nai Muang Aumphoe Muang Nakornratchasima



Nakornratchasima Hatyai 2



Hatyai 3



Krabi



Trang



Suratthani



106 Prachathipat Road, Aumphoe Hadyai, Songkhla



200/222, 200/224, 200/226 Juldis Hadyai Plaza, 2rd Floor, Building, Niphat Uthit 3 Road, Aumphoe Hadyai, Songkhla



223/20 Mharaj Road, Tumbon Paknam, Aumphoe Meung, Krabi



59/28 Huaiyod Road, Tumbon Thaptieng, Aumphoe Meungtrang, Trang



173/83-84 Moo 1 Watpho-Bangyai Road., Tumbon Makamtia, Aumphoe Mueang, Suratthani



Pattane 300/69-70 Moo 4, Tumbon Rusamirae, Aumphoe Meung, Pattane



Recommendation Definitions BUY HOLD SELL TRADING BUY OVERWEIGHT NEUTRAL UNDERWEIGHT



The The The The The The The



latest close is below our target price and the estimated upside is 10% or more. latest close is below our target price and the estimated upside is 0-10%. latest close is above our target price. latest close is above our target price but the price is expected to be driven by short-term positive factors estimated return is higher than the market average. estimated return is the same as the market average. estimated return is lower than the market average



Note: The expected return may change as market risks increase or decline. DISCLAIMER: This report has been prepared by Finansia Syrus Securities Public Company Limited (FSS). The information herein has been obtained from sources believed to be reliable and accurate; however FSS makes no representation as to the accuracy and completeness of such information. Information and opinions expressed herein are subject to change without notice. FSS has no intention to solicit investors to buy or sell any security in this report. In addition, FSS does not guarantee returns nor price of the securities described in the report nor accept any liability for any loss or damage of any kind arising out of the use of such information or opinions in this report. Investors should study this report carefully in making investment decisions. All rights are reserved. This report may not be reproduced, distributed or published by any person in any manner for any purpose without permission of FSS. Investment in securities has risks. Investors are advised to consider carefully before making investment decisions. Finansia Syrus Securities Public Company Limited may act as market maker and issuer of DWs. The company may prepare the research reports on those underlying securities. Investors should carefully read the details of the derivative warrants in the prospectus before making investment decisions.
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Thai Institute of Directors Association (IOD) – Corporate Governance Report Rating 2016



Sc ore Range



Rating



Desc ription



100-90



Excellent



80-89



Very Good



70-79



Good



60-69



Satisfactory



50-59



Pass






no logo given



n/a



IOD (IOD Disclaimer) The Corporate Governance Report (CGR) of Thai listed Companies is based on a survey and assessment of information which companies listed on the Stock Exchange of Thailand and the Market for Alternative Investment (“listed companies”) disclose to the public. The CGR is a presentation of information from the perspective of outsiders on the standards of corporate governance of listed companies. It is not any assessment of the actual practices of the listed companies, and the CGR does not use any non-public information. The CGR is not therefore an endorsement of the practices of the listed companies. It is not a recommendation for investment in any securities of any listed companies or any recommendation whatsoever. Investors should exercise their own judgment to analyze and consider any information relating to the listed companies presented in this CGR report. No representation or warranty is made by the Institute of Directors or any of its personnel as to the completeness or accuracy of the CGR report or the information used.



---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------



Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) 1 CG Score 2016 from Thai Institute of Directors Association (IOD) 2 Companies participating in Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) under Thai Institute of Directors (as of October 28, 2016) are categorised into: - companies that have declared their intention to join CAC, and - companies certified by CAC.
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