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INITIATE COVERAGE

Asset World Corporation (AWC TB)
Thailand’s Leading Real Estate Group With Promising Growth Potential

AWC is Thailand’s leading real estate development group, focusing on the hospitality
and rental businesses in Bangkok and other major cities. We forecast net profit CAGR
of 82% for 2019-21. We believe AWC can achieve exponential growth due to synergies
with TCC Group, economies of scale and an experienced team. Initiate coverage with a
BUY and target price of Bt6.70.

WHAT'S NEW

¢ Promising prospects from ramp-up in investment. We expect Asset World Corp’s (AWC)
operating revenue to grow at a three-year CAGR of 18% in 2019-21, mainly due to the
acquisition of Asset Group 3 and ongoing expansion. AWC's investment is expected to ramp
up post-IPO. The company has high earnings visibility over 2019-24 on the back of its
expansion plan. We estimate AWC would expand its core business via adding 5,324 key
rooms to bring the total number to 8,756 rooms, and add five retail development projects to
bring the total number to 17 by 2024. For the longer term, we see potential hidden value in
the synergy with TCC Group (TCC) which should enable the company to acquire more prime
land for future development.

Favourable long-term industry outlook. Despite the slowdown in tourist arrivals in 2019,
the long-term fundamentals of Thailand's tourism industry remain strong. We believe the
headwinds in 2019 are only temporary. Our optimism stems from Thailand’s competitive
advantages, including Thailand’s attractiveness, value-for-money hotels and business
opportunities. We believe Thailand will remain as one of the most popular tourist
destinations in ASEAN and the world in the near term. As for retail and office rental, we
expect demand to remain robust and to continue to outgrow supply on the back of rising
consumption, which will support occupancy rate and lift rentals.

¢ Healthier financials. AWC's financial structure should improve after its listing on the SET,
as the IPO proceeds will finance its expansion and enhance its competitiveness. We expect
debt-to-equity to fall to 0.6x in 2020 from 2.7x in 2018 following debt repayment and an
increase in share capital post-IPO. We expect a significant drop in interest expense over
2019-21 due to debt refinancing.

e Strong earnings growth outlook. We forecast net profit CAGR of 82% in 2019-21, mainly
driven by a surge in operating revenue in 2020-21, continued improvement in hotel gross
margins and lower interest expense. We expect net profit to grow 67% yoy to Bt0.7b in
2019, 152% yoy to Bt1.8b in 2020 and 43% yoy to Bt2.7b in 2021.

Click here for Blue Top dated 29 Nov 19.
KEY FINANCIALS

Year to 31 Dec (Btm) 2017 2018 2019F 2020F 2021F
Net turnover 10,476.8 11,5345 11,6555 15,397.6 19,074.5
EBITDA 4,375.8 4,642.1 4,849.7 6,830.6 8,446.4
Operating profit 2,575.0 2,815.0 2,887.5 4,037.4  4,9535
Net profit (rep./act.) 749.5 446.1 744.2 1,877.5 2,679.2
Net profit (adj.) 749.5 446.1 7442 18775  2,679.2
EPS (Bt) 0.08 0.02 0.02 0.06 0.08
PE (x) 70.8 317.4 245.4 100.6 70.5
P/B (x) 6.7 5.7 25 2.5 2.4
EV/EBITDA (x) 46.6 44.0 42.1 29.9 24.2
Dividend yield (%) 0.0 0.0 0.2 0.4 0.6
Net margin (%) 7.2 3.9 6.4 12.2 14.0
Net debt/(cash) to equity (%) 981.0 247.4 20.6 59.9 62.3
Interest cover (x) 2.9 2.0 2.4 3.9 5.1
Consensus net profit () - - 1,047 2,079 2,702
UOBKH/Consensus (x) - - 0.71 0.90 0.99

Source: Asset World Corporation, Bloomberg, UOB Kay Hian
n.m. : not meaningful; negative P/E, EV/EBITDA reflected as “n.m."
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BUY

Share Price Bt5.90
Target Price Bt6.70
Upside +13.6%

COMPANY DESCRIPTION

AWC is a member of TCC Group. The
company is engaged in real estate
development and investment involving
hospitality projects, lifestyle destinations, and
commercial spaces.

STOCK DATA

GICS sector Property
Bloomberg ticker: AWC TB
Shares issued (m): 32,000.0
Market cap (Btm): 192,000.0
Market cap (US$m): 6,351.3
3-mth avg daily t'over (US$m):

Price Performance (%)

52-week high/low Bt/Bt
1mth 3mth 6mth 1yr YTD
n.a. n.a. n.a. n.a. n.a.
Major Shareholders %
TCC GROUP 29.3
Charoen Sirivadhanabhakdi 25.1
Wanna Sirivadhanabhakdi 19.8
FY19 NAV/Share (Bt) 2.38
FY19 Net Debt/Share (Bt) 0.49
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STOCK IMPACT

o Well-diversified portfolio with solid plan for sustainable growth. AWC plans to
implement a growth strategy through geographical expansion, utilising its link with TCC to
access prime locations. The company will expand into Bangkok and provincial areas so as
to tap the strong rapid tourism growth and rising middle-class consumption. We expect
AWC's profits to rise on: a) operational improvements at its hotels; b) implementation of a
cost-efficiency programme; and c) lower interest expense.

Strong partnership with world-class operator. Unlike most of the large hotel operators in
Thailand, AWC does not have its own hotel brand. The company’s strategy is to partner
best-in-class international operators. Under this approach, AWC is expected to benefit from
different operators’ global distribution channels, loyalty programmes and global brand
recognition. Current partners include Marriott, Sheraton, Hilton, Meridian, Okura, Banyan
Tree and DoubleTree by Hilton

Synergies with TCC. TCC is one of the largest conglomerates in Southeast Asia. The
company operates many types of businesses, including food & beverage, consumption
goods, modern retail, commerce, property, insurance, leasing and agriculture. It owns many
land plots in Thailand. AWC has entered into a grant of rights (GOR) agreement with TCC,
which gives AWC access to TCC's certain assets. With the help of TCC, AWC will be able to
ensure future growth by expanding well-located projects, thereby strengthening its long-term
earnings visibility.

Positioned for sustainable growth. We expect AWC’s short- to medium-term growth to be
supported by its acquisition plans, operational improvement on higher occupancy and rental
rates and a strong line-up of projects. We also see potential value in AWC’s synergies with
TCC, which should enable it to acquire more prime land for future development that can
sustain longer-term growth. We estimate EBITDA to grow 24% in 2019-21.

EARNINGS REVISION/RISK
e None.
VALUATION/RECOMMENDATION

¢ We value AWC using DCF and cross-check our valuation methodology with EV/EBITDA-to-
three-year EBITDA CAGR. Our WACC of 6.02% assumes risk-free rate of 1.25%, debt
premium of 2.0%, equity risk premium of 9.1%, equity beta of 0.91 and terminal growth rate
of 3%. Using a relative value approach, we peg 2020F EV/EBITDA to 2019-21 EBITDA
CAGR of 1.6x, in line with the hospitality industry’s 1.6x. We use the pure play methodology
to calculate AWC's equity beta. Cash flows are discounted back to 2020.

SHARE PRICE CATALYST

¢ Better-than-expected operations at its hotel and retail businesses, announcement of further
projects expansion, announcement of acquisition of prime land from TCC group under the
GOR agreement.
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REVENUE OUTLOOK
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POTENTIAL ASSETS UNDER GOR

Mixed-used Properties

The Imperial Pattaya Hotel

The 12-rai plot of land adjacent to the Grand Sole hotel
The Sails Pattaya Project

Bang Na Km.1

The plot of land at Verngnakornkasem

The plot of land at Sukhumvit 103/1

The plot of land close to Phraya krai Temple

The plot of land at Charoen Nakhon

The plot of land at Sermsuk

O.P. Garden

The group of plots of land at Anusarn market

The gorup of land plots at Galae and Night Bazaar
The Imperial Chiang Mai Reseory & Sports Club
City hotel

The plot of land at Sukhumvit 22

The plot of land at Wong Wat 1, and Song Wat 2
The plot of land at Sukhumvit 38

Resort

The plots of land surrounding Chiang Mai Sports Club
Some Phakdi

The imperial River House Resort

Retail business

The plot of land on Rama 2 Road

Source: AWC
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Year to 31 Dec (Btm) 2018 2019F 2020F 2021F Year to 31 Dec (Btm) 2018 2019F 2020F 2021F
Net turnover 11,534 11,656 15,398 19,075 Fixed assets 89,335 91,453 123,740 128,727
EBITDA 4,642 4,850 6,831 8,446 Other LT assets 997 1,032 1,333 1,494
Deprec. & amort. 1,827 1,962 2,793 3,493 Cash/ST investment 1,250 43,898 9,023 3,510
EBIT 2,815 2,888 4,037 4,954 Other current assets 1,461 1,604 1,885 2,464
Total other non-operating income 115 115 118 122 Total assets 93,043 137,987 135981 136,195
Associate contributions 0 0 0 0 ST debt 20,331 19,331 17,331 14,831
Net interest income/(expense) (2,282) (2,004) (1,743) (1,655) Other current liabilities 2,354 2,738 3,689 4,315
Pre-tax profit 648 998 2,413 3,420 LT debt 42,794 39,794 36,794 36,794
Tax (159) (210) (490) (694) Other LT liabilities 2,559 2,331 2,748 2,861
Minorities (43) (44) (46) (47) Shareholders' equity 25,005 73,750 75,330 77,258
Net profit 446 744 1,878 2,679 Minority interest 0 44 90 137
Net profit (adj.) 446 744 1,878 2,679 Total liabilities & equity 93,043 137,987 135981 136,195
CASH FLOW KEY METRICS

Year to 31 Dec (Btm) 2018 2019F 2020F 2021F Year to 31 Dec (%) 2018 2019F 2020F 2021F
Operating 1,331 2,991 5,387 6,265 Profitability

Pre-tax profit 648 998 2,413 3,420 EBITDA margin 40.2 41.6 44.4 443
Tax (159) (210) (490) (694) Pre-tax margin 5.6 8.6 15.7 179
Deprec. & amort. 1,827 1,962 2,793 3,493 Net margin 39 6.4 122 14.0
Working capital changes (922) 297 550 24 Net profit (adj.) (40.5) 66.8 152.3 42.7
Non-cash items (63) (57) 121 22

Other operating cashflows 0 0 0 0 Leverage

Investing (1,753)  (4:343)  (34,964) (8527 Debt to total capital 716 445 418 40.0
Capex (growth) (259)  (4,080) (35080)  (8,480) Debt to equity 252.4 80.2 71.9 66.8
Investments (327) 0 0 0 Net debt/(cash) to equity 247.4 20.6 59.9 62.3
Others 1,170 (263) 116 (47) Interest cover (x) 2.0 2.4 3.9 5.1
Financing (41,281) 44000  (5298)  (3,251)

Dividend payments 0 0 (298) (751)

Issue of shares 13,760 48,000 0 0

Proceeds from borrowings (57,049) (4,000) (5,000) (2,500)

Others/interest paid 2,009 0 0 0

Net cash inflow (outflow) (41,703) 42,648  (34,876) (5,513)

Beginning cash & cash equivalent 42,953 1,250 43,898 9,023

Ending cash & cash equivalent 1,250 43,898 9,023 3,510

Refer to last page for important disclosures.




UOBKayHian

Monday, 02 December 2019

Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (“UOBKH"), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are
generated from UOBKH's business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK"). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2019, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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