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Expect 2020 Earnings To Recover

We reaffirm our positive view on PTT's earnings outlook for 2020, driven by: a) more
earnings contribution from PTTEP with strong sales volume and stabilising unit costs,
and b) positive impact from IMO2020 with no major maintenance shutdowns at refinery
affiliates. We also expect the PTTOR listing in 2H20 to be a key catalyst for PTT as it
could lead to are-rating. Maintain BUY. Target price: Bt58.00.

WHAT'S NEW

e Expect 2020 earnings to recover. Management guidance for its 2020 earnings outlook is
mostly in line with our views. We expect PTT’s core earnings outlook to remain positive for

2020, driven by:

a) More contribution from PTTEP (65.2%-owned) with sales volume CAGR expected at 7%
in 2019-23, driven by contributions from past M&As, while unit cost is expected to
stabilise at US$30-32/boe in 2019-23. PTTEP'’s gas ASP should have a limited negative
impact from the new IMO2020 regulation, thanks to its hedging transactions; and

b) higher refinery margins expected from refinery affiliates on the IMO2020’s implementation
which would drive more diesel demand amid no major maintenance shutdowns at refinery
and aromatic plants in 2020. These should be partly offset by weaker natural gas sales to
industrial users (8% of total PTT's gas sales). PTT charges natural gas prices sold to
industrial users based on high sulphur fuel oil (HSFO) prices which are likely to decline in
2020 due to the IMO2020 impact. Earnings performance of PTT's petrochem affiliates in
2020 would still be under pressure, given the huge new supply of petrochem products in
Southeast Asia as well as uncertainties from the US-China trade tension.

¢ PTTOR listing to be delayed to 2H20. PTT is still preparing documents for the IPO of PTT
Oil & Retail (PTTOR) and expects to submit all documents to the Securities and Exchange
Commission (SEC) in 1Q20 at the earliest. After receiving all the documents, the SEC will
take 165 days (maximum) to consider the stock’s listing on the Stock Exchange of Thailand
(SET). With this timeline, we should see PTTOR's first trading day in 2H20.

KEY FINANCIALS

Year to 31 Dec (Btm) 2017 2018 2019F 2020F 2021F
Net turnover 1,995,722 2,336,155 2,204,702 2,222,958 2,266,938
EBITDA 375,841 361,726 318,891 374,226 407,737
Operating profit 259,551 238,169 192,771 239,737 262,956
Net profit (rep./act.) 135,180 118,058 97,089 104,316 115,856
Net profit (adj.) 132,372 127,145 93,333 104,316 115,856
EPS (Bt) 4.6 4.5 3.3 3.7 4.1
PE (x) 9.1 9.5 12.9 11.6 10.4
P/B (x) 15 14 1.2 11 1.0
EV/EBITDA (X) 54 5.6 6.4 5.4 5.0
Dividend yield (%) 47.3 5.9 4.7 4.7 4.7
Net margin (%) 6.8 5.1 4.4 4.7 5.1
Net debt/(cash) to equity (%) 66.9 48.7 36.9 23.1 10.1
Interest cover (x) 12.9 131 10.7 125 13.7
ROE (%) 17.1 13.9 10.3 9.8 10.0
Consensus net profit - - 105,535 114,971 119,077
UOBKH/Consensus (x) - - 0.88 0.91 0.97

Source: PTT PCL, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price Bt42.25
Target Price Bt58.00
Upside +37.3%

COMPANY DESCRIPTION

Thailand-based oil & gas company engaged in
the  upstream  petroleum, downstream
petroleum, coal business and other related
businesses.

STOCK DATA
GICS sector Energy
Bloomberg ticker: PTTTB
Shares issued (m): 28,563.0
Market cap (Btm): 1,206,786.6
Market cap (US$m): 39,764.9
3-mth avg daily t'over (US$m): 67.6
Price Performance (%)
52-week high/low Bt50.25/Bt40.75
Imth 3mth 6mth 1yr YTD
(7.7) (4.5) (10.1) (18.0) 8.2)
Major Shareholders %
MOF 51.2
Vayupak Fund 1 15.3
NVDR 3.0
FY19 NAV/Share (Bt) 35.47
FY19 Net Debt/Share (Bt) 13.07
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STOCK IMPACT

Minimal impact from the recent ethane price adjustment. The current gas selling
agreements (GSA) between PTT and PTT Global Chemical (PTTGC) - PTT's flagship
company in the petrochem sector - allows PTTGC to negotiate on ethane (one of PTTGC's
feedstocks) costs with PTT if Dubai prices decline below US$70/bbl and stabilises for a
while. On the back of the GSP agreements, PTT has sold ethane from its Gas Separation
Plant (GSP) to PTTGC at a US$15/tonne discount from the current pricing formula since Feb
19. This new adjustment will last for two years (ending Feb 21). PTT expects this
US$15/tonne discount on ethane cost to lower PTT's earnings by less than Bt1.0b per year
(less than 1% of PTT's net profit in 2020). The GSAs between both parties will gradually
expire starting end-20 until 2025 while PTTGC’s major GSA with PTT will expire in 2025.

To focus only energy-related EEC infrastructure development. Management stated
clearly that PTT is not interested in building the high-speed train and U-Tapao Airport. It will
only be focused on the energy-related Eastern Economic Corridor (EEC) infrastructure
project - including Map Ta Phut Industrial Port Phase Il (aiming for LNG trading in
neighboring countries) and Laem Chabang Deep Sea Port Project Phase Il (to manage
container shipments which relate to PTT's existing expertise). Ideally, both projects should
generate an average return of 9.5% each.

PTT to benefit from the higher natural gas consumption in the latest PDP-2018. The
latest Thailand Power Development Plan (PDP-2018) indicates that new gas-fired power
plants would replace both new coal-fired and new nuclear power plants. As a result, the
percentage of natural gas used as fuel in the Thai power sector increases to 53% compared
with 37% in the previous PDP.

EARNINGS REVISION/RISK

None.

VALUATION/RECOMMENDATION

Maintain BUY and target price of Bt58.00, based on SOTP valuation. PTT is trading at
11.6x core 2020F PE, below regional peers’ 5-year forward core PE mean of almost 13x.
The key catalyst for PTT is the listing of PTTOR, hopefully in 2H20, which could lead to a re-
rating in PTT’s valuation.

SHARE PRICE CATALYST

PTTOR listing in 2H20.

OLD VS NEW THAILAND POWER DEVELOPMENT PLANS

NEW (Draft**) — PDP

Natural Gas
be the most important source of energy
with highest portion among other fuels
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Value Value Methodology

(Btm) (Btish)
1.PTT's Operations
PTT core gas and DCF @ WACC
Oil business 100% 872,969 31 8.7% G=2%
() Netdebt (PTT only) 0 0
PTT Only- Equity Value 872,969 31

Fair
2. Subsidiaries Share Value Value Value Methodology
holding (Bt/sh) (Btm). (BtUsh)

PTTEP 65.4% 175.0 454,365 159 DCF @ WACC 8.1%
PTTGC 47.7% 55.0 118,168 41 5-Y mean of 11.5x PE
TOP 47.5% 81.0 78,540

2.7 Regional PE mean of 13x
16 14xPE
DCF Valuation

IRPC

GPSC

3. Affiliates
Others Affiliates
Total

Source: Bloomberg, UOB Kay Hian

481% 46
226% 950

45,165
32,140 11

63,149 22
1,664,496 58.00
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Year to 31 Dec (Btm) 2018 2019F 2020F 2021F Year to 31 Dec (Btm) 2018 2019F 2020F 2021F
Net turnover 2,336,155 2,204,702 2,222,958 2,266,938 Fixed assets 83,125 78,796 78,796 78,796
EBITDA 361,726 318,891 374,226 407,737 Other LT assets 1,415,395 1,429,852 1,410,745 1,390,541
Deprec. & amort. 123556 126,119 134,489 144,781 Cash/ST investment 292,184 337577 352,147 384,335
EBIT 238,169 192,771 239,737 262,956 Other current assets 564,779 633,999 646,901 653,200
Associate contributions 8,515 5,574 2,099 2,331 Total assets 2,355,484 2,480,224 2,488,589 2,506,872
Net interest income/(expense) (27,628)  (29,845)  (29,845)  (29,845) ST debt 88,670 92,742 92,758 92,758
Pre-tax profit 217,431 168,501 211,991 235,442 Other current liabilities 318,211 303,917 311,259 313,826
Tax (53,647)  (38,763)  (62,968)  (69,933) LT debt 630,108 618,237 514,927 414,787
Minorities (45,726)  (32,648)  (44,707)  (49,653) Other LT liabilities n.a. n.a. n.a. n.a.
Net profit 118,058 97,089 104,316 115,856 Shareholders' equity 875,084 1,013,050 1,108,321 1,214,951
Net profit (adj.) 127,145 93,333 104,316 115,856 Minority interest 443411 452279 461,324 470,551
Total liabilities & equity 2,355,484 2,480,224 2,488,589 2,506,872
CASH FLOW KEY METRICS
Year to 31 Dec (Btm) 2018 2019F 2020F 2021F Year to 31 Dec (%) 2018 2019F 2020F 2021F
Operating 313172 228,157 233,246 256,906 Profitability
Pre-tax profit 118,058 97,089 104,316 115,856 EBITDA margin 155 145 16.8 18.0
Tax (53,647)  (38,763)  (62,968)  (69,933) Pre-tax margin 9.3 7.6 9.5 104
Deprec. & amort. 123556 126,119 134,489 144,781 Net margin 5.1 44 4.7 51
Associates 115,601 na. na. n.a. ROA 5.1 4.0 4.2 4.6
Working capital changes (44,043) 4,948 (5,560) (3,732 ROE 13.9 10.3 9.8 10.0
Non-cash items 53,647 38,763 62,968 69,933
Other operating cashflows 0 0 0 0 Growth
Investing (34,148) (224,709) (115,382) (124,577) Turnover 171 (5.6) 0.8 20
Investments (34,148) (224,709) (115,382) (124,577) EBITDA (3.8) (11.8) 174 9.0
Financing (153,029) 41,945 (103,294) (100,140) Pre-tax profit 21 (22.5) 25.8 11.1
Dividend payments (85,035)  (57,126)  (57,126)  (57,126) Net profit (12.7) (17.8) 74 11.1
Proceeds from borrowings (33,776) (7,800) (103,294) (100,140) Net profit (adj.) (3.9) (26.6) 11.8 11.1
Others/interest paid (34,217) 106,871 57,126 57,126 EPS (3.9) (26.6) 11.8 11.1
Net cash inflow (outflow) 125,995 45,393 14,570 32,188
Beginning cash & cash equivalent 166,189 292,184 337,577 352,147 Leverage
Changes due to forex impact na. na. na. na. Debt to total capital 353 32.7 27.9 23.1
Ending cash & cash equivalent 292,184 337,577 352,147 384,335 Debt o equity 82.1 70.2 54.8 418
Net debt/(cash) to equity 48.7 36.9 231 10.1
Interest cover (x) 13.1 10.7 125 13.7

Refer to last page for important disclosures.
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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.

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

RCB Regn. No. 197000447W

Refer to last page for important disclosures.






