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SECTOR UPDATE
Oil & Gas — Thailand

Positive On The Upstream Business

We maintain positive on crude oil prices due to the strong demand and geopolitical
factors. Despite OPEC's decision at its latest meeting to incrementally increase
production capacity in 4Q24, demand remains strong. Consequently, we believe the
crude oil market is likely to achieve an equilibrium. Although GRM was weak in 2Q24,
but there is a trend of recovery from June onwards, supported by the driving season. We
prefer PTTEP, BCP and BSRC. Maintain MARKET WEIGHT.

WHAT’S NEW

e The economy continues to recover, supporting demand for crude oil. Data from the
International Monetary Fund (IMF) indicates that GDP growth in 2024 is projected to
remain steady at 3.2%, due to economic performance in advanced economies, the EU and
countries in emerging and developing Asia. Contributing to this growth is the policy
adopted by central banks in various countries to lower interest rates to stimulate economic
activity. Notably, the US is expected to reduce interest rates by 25-50bp in 2024, and
China continues to implement measures to boost its economy. We maintain a positive
outlook on oil demand for 2024-25.

OPEC expects oil demand in 2024 to continue increasing. Based on the latest Qil
Market Report, the Organization of the Petroleum Exporting Countries (OPEC) expects
that crude oil demand will rise by 2.3 million barrels per day (MBD) in 2024 and by 1.8
MBD in 2025. In contrast, supply from non-OPEC countries is projected to increase by 1.4
MBD in 2024 and by 1.1 MBD in 2025. This growth in demand is driven by economic
expansion, with China continuing to be a significant oil consumer. Specifically, OPEC
forecasts that China's crude oil demand will grow by 0.6 MBD in 2024 and by 0.4 MBD in
2025, representing 26% and 22% of the global increase in oil demand respectively.

A neutral tone at the latest OPEC meeting. We expect that the crude oil market will
achieve a balanced state in 4Q24, despite OPEC's plans to increase production capacity
by 0.18 MBD per month from Oct 24 onwards, along with an expected increase in non-
OPEC production capacity by 0.5 MBD in 4Q24. This will lead to a total supply increase of
1.0 MBD in 4Q24 where crude oil demand is expected to hit a record high of 105.6 MBD,
an increase of 0.70 MBD from 3Q24. Consequently, the crude oil market in 4Q24 will
experience only a modest supply surplus of 0.2-0.3 MBD. As a result, we hold a neutral
view on the outcome of the latest OPEC meeting. Although the gradual increase in
production capacity by OPEC will act as a cap on the potential upside in crude oil prices,
the adoption of monetary policies in response to decreasing inflation pressures is not
expected to impact long-term crude oil demand.

PEER COMPARISON

Last Target Upside Market — ------- Net Profit -------  «=-eeeeeeenn PE
Company Rec Price Price Downside Cap 2024F 2025F 2024F

(BY) (Bt) (%) (US$m) (Btm) (Btm) (x)
BCP TB BUY 37.00 52.00 40.5 1,414 12,815 16,092 4.0
BSRC TB BUY 8.75 15.00 714 840 4,579 5,763 6.6
IRPC TB HOLD 1.77 2.10 18.6 1,004 2,381 7,261 15.2
IVLTB HOLD 21.10 22.50 6.6 3,288 8,862 15,657 134
ORTB HOLD 17.20 20.00 16.3 5,729 13,333 12,666 155
PTG TB* BUY 9.20 10.51 14.2 426 997 1,457 15.4
PTTTB BUY 32.25 39.00 20.9 25,566 81,797 91,167 113
PTTEP TB BUY 152.50 200.00 311 16,803 79,400 84,167 7.6
PTTGCTB  HOLD 32.75 38.00 16.0 4,098 9,018 14,182 16.4
SCCTB HOLD 235.00 282.00 20.0 7,827 16,226 18,116 174
SPRCTB HOLD 8.30 9.50 145 999 5,180 5,404 6.9
TOP TB BUY 51.75 68.00 314 3,208 13,989 17,698 8.3
Avg 71,203 248578 289,630 10.3

Source: Bloomberg, UOB Kay Hian
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¢ 2Q24 GRM is weak... In 2Q24 qtd, gross refining margin (GRM) was US$3.47/bbl (vs OIL DEMAND GROWTH FORECAST BY
US$7.30/bbl in 1Q24 and US$4.00/bbl in 2Q23). The GRM declined both qoq and yoy, PUBLICATION (2024)
aligning with the seasonal effect in early-1Q24. Additionally, warmer-than-expected
weather conditions led to high refined oil inventories, particularly for diesel and jet fuel.
This situation was exacerbated by a significant increase in floating storage of Russian ———
diesel fuel, which contributed to a downward pressure on GRM. Furthermore, a rise in ,, —
crude premium also negatively impacted the refinery business, adding to pressure on its 4 /

performance in 2Q24. 04 e
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o ...but there is hope for a recovery. We expect a surge in gasoline demand in the US  Source: IEA OPEC EIA and UOB Kay Hian
from June to July, driven by the ongoing driving season (from 27 May until the first week of GLOBAL OIL DEMAND AND PRODUCTION

September), coupled with a low gasoline inventory. This increased demand is expected to s o

bolster GRM. Notably, average GRM for the first week of June stood at US$3.60/bbl, up 1% :z

50% wow. 1;: 20
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1023 2023 3023 4Q23 1Q24 2Q24qtd %chg.gog %chg.yoy :;';:
Crude oil and GRM (US$/bbl) o 0]
Dubai (Avg. quarter) 803 778 867 836 8lL3 843 3.6% 8.3% %2 Steamd S oY Wi SR, iy
Dubai (Avg. last month in quarter) 775 746 930 765 847  79.4 -6.2% 6.6% w/n e iz ez ayn efznoas e
Murban Crude Premium 50 28 18 33 11 16 46.2%  -4ldoyp  Source Thaioiland UOB Kay Hian
Singapore GRM 82 40 95 55 73 35 -52.1% -12.5% CRUDE OIL AND SINGAPORE GRM
Petroleum Price (US$/bbl) 100 93.0 M7 0, 35
ULG95-DB 187 166 189 126 179 131 269%  -2L1% o o T8 G R
Jet-DB 265 140 261 236 211 127 -39.9% -9.0% 5 6 0
GO-DB (10ppm) 286 156 288 245 231 142 -38.5% -8.8% 3 1 "
Aromatic Spreads (US$/ton) » 50§<’><> 5
PX DFR Taiwan - ULG95 193 228 175 198 184 210 13.9% -8.1% . YR SR R R
BZ FOB Korea - ULG95 89 71 1 71 157 227 44.7% 222.2% 1022 202 Q23 Q3 104 2Qu
LAB - Bz 734 730 528 630 561 664 18.4% -9.0% = DubaiAvg st morih nuarter)  —=— Singapare GRM  ——Muran Crude Premium
Lube Base Spreads (US$/ton) Source: Bloomberg and UOB Kay Hian
500SN Ex-tank Sing. - HSFO 640 588 442 521 527 505 -4.1% -14.1% SPREAD OF REFINE PRODUCT AND CRUDE PREMIUM
Bitumen FOB Sing. - HSFO 89 31  (60) 9  (41)  (100) na. na. %
Olefins Spread (US$/ton) %0
25 D

Naphtha MOPJ 689 601 648 659 686 693 1.0% 15.3% o B0 b1
HDPE (FILM) SEA 1,085 1,036 1032 1,022 1041 1,054 1.3% 1.8% g 511 Gy 189 [~
HDPE - MOPJ 396 435 384 363 355 361 17% -17.0% R O T %1‘2‘-61
LLDPE - MOPJ 385 413 342 316 343 369 7.6% -10.7% T
LDPE - MOPJ 441 435 345 345 399 451 13.0% 3.6% 1023 2028 Q28 4Q23 1024 20%
PP - MOPJ 412 393 327 307 361 358 -0.9% -8.9% ——ULGY5DB ——JetDB GO-DB (10ppm) —=—Murban Crude Premium
Source: Bloomberg, Thai oil, PTT Global and Chemical, IRPC, UOB Kay Hian Source: Bloomberg and UOB Kay Hian
ACTION

¢ Maintain MARKET WEIGHT. We maintain a positive outlook on the upstream business
for 2H24, despite OPEC's plans to increase production capacity. We expect that demand
will grow towards the year end, keeping crude oil prices high. Conversely, we hold a
negative outlook on the petrochemical sector due to concerns about the new supply
entering mass production in 2023-24, which is likely to exert downward pressure on spread
margins of petrochemical.

o In the oil & gas sector, we prefer PTT Exploration and Production (PTTEP, Target:
Bt200.00), Bangchak Corporation (BCP TB, Target: Bt52.00), and Bangchak Sriracha
(BSRC TB, Target: Bt15.00).

ESSENTIALS

¢ PTT Exploration and Production (PTTEP, Target: Bt200.00). We have a positive
outlook on core profit for 2Q24, driven by: a) ASP of at least US$48.00/bbl, up both qoq
and yoy due to a 6.8% qoq rise in Dubai crude oil prices, with stable gas prices qoq at
US$5.90 per million British thermal units (MMBTU), b) petroleum sales volume of 514
thousand barrels per day (KBD), up 8.7% qoq, largely due to the G1/61 project (Erawan
field) operating at full capacity of 800 million cubic feet per day (MMSCFD) for the first time

Refer to last page for important disclosures.




UOBKayHian

this quarter, and c) stable unit costs qoq (vs 1Q24 at US$28.96/bbl). We maintain a
positive view on crude oil prices, bolstered by growing demand aligning with the broader
economic trends and geopolitical tensions in the Middle East, which may disrupt crude oil
transportation and supply in the region.

Additionally, the ongoing situation in Eastern Europe, particularly the Russia-Ukraine
conflict, has not yet been resolved. Elevated crude oil prices will support PTTEP's core
profits through 2024-25. In terms of sensitivity of crude oil prices to PTTEP's performance,
we estimate that each US$1.00/bbl change in crude oil prices will impact the 2024 core
profit estimate by approximately Bt935m, representing about 1.2% of the estimate.

Bangchak Corporation (BCP TB, Target: Bt52.00). BCP's stock has corrected 25% over
the past three months due to concerns on GRM outlook and 27 days’ scheduled
maintenance in 2Q24. However, BCP has already resumed operation in early-June with
improving GRM and a stronger demand is expected during the driving season in July; both
will be positive catalysts. We expect earnings to rebound sharply in 2H24 on higher
utilisation rates, a strong contribution from the renewable energy business in 3Q24 and
potential upside from Sustainable Aviation Fuel in 2025. BCP’s current share price is
trading at only 4.1x of 2024F PE and 0.6 PBV. We recommend investors to accumulate
BCP.

Bangchak Sriracha (BSRC TB, Target: Bt15.00). BSRC's stock has corrected 15% over
the past two months and the key reason has been concerns on GRM outlook. However,
we think the stock has likely priced in weak earnings in 2Q24, while improving GRM in
June and expectation of stronger demand during the driving season in July will be positive
catalysts. We also expect BSRC to benefit from a higher utilisation rate in 2Q24 to support
domestic demand during BCP's Prakanong refinery maintenance. Overall, we still foresee
a strong profit growth story in 2024 after merging with BCP. BSRC'’s current share price is
trading at 6.4x of 2024F PE and1.0 PBV. We recommend investors to accumulate BSRC.

RISK
o Uncertainty of the world’s economy.

o Fluctuations in crude oil prices and GRM.

e Chinese economic stimulus measures support petroleum and petrochemical demand in
2H24,
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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.
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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
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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 2024, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W

Refer to last page for important disclosures. 5



