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MARKET WEIGHT

2020 Sector Earnings To Improve yoy
Most food and agricultural companies are expected to post a yoy improvement in 2020  STOCK PICKS
earnings thanks to a low base in 2019 due to: a) company-specific factors, b) sharp Share  Target
appreciation of the baht against foreign currencies, and c) volatility of soft commodity Price  Price
prices. Maintain MARKET WEIGHT; our top picks are CPF, STA and TVO. Company Ticker Ree (B (B
, Charoen Pokphand CPF TB BUY  27.50 30.00
WHAT'S NEW SRI Trang Agro- STATB BUY 9.90 13.60
¢ 3Q19 earnings up 12% yoy and 46% qog. 3Q19 sector net profit came in at Bt9,120m, up  Industry
12% yoy and 46% qoq. Key drivers were: a) very low 2Q19 earnings base for TU due to ~ ThaiVegetableOil _TVOTB  BUY 2575 2925
one-off provision expenses; b) large 3Q19 investment gains recorded by CPF. Overall 3Q19 ~ Souce: UOB Kay Hian
results were mixed. Only CPF and TU posted yoy and goq earnings increases in 3Q19. Note 3019 RESULTS SUMMARY
that most firms reported 3Q19 sales declines on a yoy basis, due to the baht's appreciation Net profit
against the US dollar (7% yoy), euro (11% yoy), GBP (12% yoy) and renminbi (10%yoy). g’;‘) igig i%i 2%;2 %V‘Z’NB’ %qig
However, only SAPPE posted impressive 3Q19 sales growth of 29% yoy, thanks to a new  crresn "2 55 33 .31 NM
product launch in Mar 19 (B’lue) and the seasonal high for overseas sales. For 2019’s full- GFPT 437 341 376 -14 10
. : ) . KSL -95 416 217 NM -48
year earnings outlook, we expect the sector’s total net profit to come in flat yoy on the back 676 689 549 19 20
of mixed performances throughout the year. MALEE -124 -63 -35 NM NM
SAPPE 67 136 102 52 -25
¢ Positive outlook for meat prices in 2020. Key drivers would be widespread outbreak of STA 502 210 135 -73 -50
the African Swine Fever (ASF) in China and Vietnam. Swine supply in China has declined WO 12;3 gé 12;‘71' _1‘2 ngg
30-40% since the ASF outbreak and China will need to import more meat - especially Total 8170 6229 9,120 12 46
chicken - to make up for the shortage in swine supply in the country. In addition, swine  Source: UOB Kay Hian
prices in Vietnam now is about VND60,000 per kg, jumping from VND48,076 per kg in Jan
19 before the outbreak - impacted by the swine shortage. Note that this deadly disease will
continue to affect Vietnam and China over the next 4-5 years with there being no effective
cures or preventive treatments available at this point of time. Therefore, we believe both
chicken and swine prices in Thailand in 2020 would be on an uptrend. If Thailand were to
see an ASF outbreak, swine prices would remain low (at farmers’ cost) for 8 months and
jump thereatfter, like it did in China and Vietnam.
ACTION
¢ Maintain MARKET WEIGHT. Top picks are CPF, STA and TVO.
— CPF (BUY/Bt27.50/Target: Bt30.00): To benefit from positive meat price outlook.
4Q19 earnings should grow yoy. Key drivers would be: a) relatively low earnings base in ~ ANALYST(S)
4Q18; b) strong business outlook in Vietnam thanks to solid meat prices due to the ASF  Thunya Sutavepramochanon
outbreak in Vietnam. Moreover, we project 2020 core earnings would surge more than ~+662 6598031
30% yoy, thanks mainly to the promising outlook for meat prices. Maintain BUY with a  thunya@uobkayhian.co.th
target price of Bt30.00, pegged to 15x 2020F PE or +0.5SD to its 5-year mean.
PEER COMPARISON
Last Target  Market - Net profit---------  weeee PE--------- P/B ROE
Company Ticker Rec. Price  Price Cap 2018 2019F  2020F 2018 2019F 2020F 2018 2019F 2020F 2018 2019F 2020F
(BY) (BY)  (US$m)  (Btm) (Btm)  (Btm)  (x) x) ) K ® ) "% %) (%)
Charoen CPFTB BUY 2750 3000 7,752 15531 16997 17,363 152 139 136 16 15 14 70 78 78
Pokphand
GFPT GFPTTB  SELL 1240 1260 509 1,038 1194 1214 150 130 128 12 12 11 84 91 86
Khon Kaen Sugar ~ KSL TB SELL 216 220 312 848 1,041 808 112 92 118 05 05 05 46 55 41
Mk Restaurant MTB HOLD 7100 7550 2,140 2574 2649 2781 254 247 235 46 45 44 184 185 191
Malee Group MALEETB  SELL 6.65 6.30 61 273 -201 -169 na. na. na. 1.6 2.2 26 -190 -181 -188
Sappe SAPPETB  BUY 2230 3100 222 351 448 497 193 152 137 28 25 23 150 172 171
Sri Trang Agro STATB BUY 990 13,60 498 2,064 122 782 74 na 194 06 06 06 85 -05 30
Thai Union TUTB BUY 1380 1800 2,156 3256 4155 5339 202 158 123 15 13 12 69 82 94
Thai Vegetable Oil  TVO TB BUY 2575 2950 682 1,867 1346 1697 104 144 114 23 23 22 215 153 188
Sector 14,330 27258 27508 30311 160 159 144 13 12 12 78 717 81
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- STA (BUY/Bt9.90/Target: Bt13.60): 2020 earnings to turn around yoy. STA's
management is targeting to achieve a 28% yoy rise in 2020 sales volume of natural
rubber. This is because STA is expected to gain new customers from the exit of a few big
rubber manufacturers in Thailand who went bankrupt in 1H19 and the ceasing of
operations at Chongqging General Trading Chemical Co, the largest commodity trading
firm in western China. In addition, STA’s 2020 gross margin is expected to be better yoy
on less volatile natural rubber prices with the largest commaodity trading firm in western
China having exited the industry. Also, 2020 glove sales volume should jump 33% yoy on
capacity expansion. Maintain BUY. STA's target price of Bt13.60 is pegged to 0.8x 2020F
P/B or its 5-year mean.

- TVO (BUY/Bt25.75/Target: Bt29.25): 2020 earnings to jump 20% yoy. Key drivers
would be: a) sales growth target at 5-10% yoy on higher sales volumes of soybean meal
and soybean oil as well as slightly higher soybean meal and soybean oil ASPs; and b)
wider gross margins yoy from slightly higher ASPs. If Thailand were to be hit by an ASF
outbreak, TVO believes that it would actually provide an opportunity to sell more soybean
meal. This is because livestock farmers would buy less imported soybean volume (which
normally arrives in bulk) and would turn towards buying more domestic soybean meal
instead due to the flexibility of being able to buy in small quantities. Maintain BUY. Our
target price of Bt29.25 is pegged at 14x 2020F PE or +0.5SD its 5-year mean. We also
think 2020’s dividend yield at about 6% is attractive.

SECTOR CATALYSTS
o Economic recovery should stimulate meat demand and increase consumption power.

ASSUMPTION CHANGES
« None.

ESSENTIALS
« Other soft commodities are expected to see weak trends.

¢ 2020 aquaculture prices to remain flattish. Tuna prices in 10M19 averaged
US$1,256/tonne, down from US$1,530/tonne in 2018 on the back of large supply. However,
prices are expected to rebound to US$1,400-1,500/tonne in 2020 due to more balanced
supply as some fisheries would temporarily cease their operations when tuna prices are at
about US$1,000/tonne (this is because returns from tuna sales will not be enough to
compensate for the cost of catching fish). Average shrimp prices (60 pieces-per-kg size) in
11M19 were at Bt146/kg, down slightly from Bt155/kg in 2018 as a result of large supply
from neighbouring countries. We believe prices in 2020 would be flat yoy as India and
Vietnam continue to raise output.

Feed costs and most agricultural prices to remain low in 2020. Current sugar prices are
at 12.82 US cents/Ib, down from KSL’s FY18 ASP of 14.70 US cents/Ib. Key drags were the
8% ytd depreciation of the Brazilian real against the US dollar and large global supply.
Global sugar prices in 2020 are estimated at 12-15 US cents/lb and KSL is likely to see a
price uptrend 2HFY20.

Average domestic soybean meal prices in 11M19 were at Bt14.34/kg, down from Bt16.05/kg
in 2018. Prices in 2020 should increase slightly yoy on lower global soybean supply but this
might partially be offset by weaker demand from China due to the ASF outbreak. Average
domestic corn prices in 11M19 were at Bt9.2/kg, down slightly from Bt9.9/kg in 2018. 2020
domestic corn prices should be flat yoy.

For rubber (SICOM: TSR20), prices are likely to average US$1.30-1.40 per kg in 2020,
unchanged from current prices. However, 2020 should see less price volatility as Chongging
General Trading Chemical Co., the largest commodity trading firm in western China, had
exited the industry in late-Sep 19.
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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.
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