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SECTOR UPDATE

Utilities — Thailand
Key Takeaways From Public Hearing For New PDP2024

Although our stance regarding the recent public hearing held last week remains
neutral, we expect the utilities sector’s share prices to rebound after 2.5 years of
experiencing a sharp contraction, driven by potential interest rate cuts and a gradual
decrease in gas costs. We expect the Thai power sector's earnings to grow strongly
yoy and qoq in 2Q24 and 3Q24. We maintain an OVERWEIGHT rating on the sector,
with GULF as our top pick.

WHAT’S NEW

o New PDP2024 public hearing kicks off. Last week (12-13 June), the Energy Policy and
Planning Office (EPPO) held public hearing forums on the draft Thailand Power
Development Plan 202437 (PDP2024) and the draft Natural Gas Management Plan (Gas
Plan 2024) for public and state enterprise sectors, as well as for the private sector in
Bangkok and the surrounding areas. Following this, EPPO will collect opinions online from
the Central and Northeastern regions on 17 June and from the Northern and Southern
regions on 19 June. The draft of PDP2024 is expected to be submitted to the cabinet during
its Sep 24 meeting and scheduled to be finalised within 2024 before being enforced in 2025.

Higher renewable power plants with slightly higher tariff rate. The new PDP2024 aims
to support Thailand's carbon neutrality plan 2050. There are several issue from the new
PDP2024: a) introducing the Loss of Load Expectation (LOLE), which allows for an
electricity shortage of up to 0.7 days/year, to replace the reserve margin policy; b)
increasing the capacity for renewable power plants to 51% of total capacity by 2037 (up
from 36% in PDP 2018) while reducing the proportion of fossil fuel power plants (both gas
and coal-fired) to 47% (from 64% in PDP 2018); c) addressing the rising electricity demand
from electric vehicles (EVs), high-speed trains, mass transit expansion plans, and the
Eastern Economic Corridor (EEC), as well as incorporating changes in energy peak load
patterns to nighttime, d) introducing hydrogen into the mix for gas-fired power plants, and e)
to build a 600MW small nuclear power plant in 2037. Overall, EPPO expects electricity rate
to be Bt3.804/unit, up from Bt3.6369/unit in PDP2018.

New round of renewable bidding next year, but IPP bidding may be delayed. With the
announcement of a new PDP2024 next year, we expect the bidding of 3.7GW of clean
energy to take place in 2025. The 3.7GW capacity will come from solar floating power plant
of 2.7GW and on-ground solar farms with 800MW. However, under the new PDP, the first
new large-scale Independent Power Producers (IPPs) are expected to begin commercial
operation in 2033. We expect the bidding for new large scale power plants will be take place
in 2027 at the earliest.

PEER COMPARISON

Last Target Upside Market ~ -------- Net Profit --------  ---eeeeemeev
Company Rec. Price Price Downside Cap 2024F 2025F 2024F

(Bt) (BY) (%) (US$m) (Btm) (Btm) (x)
BCPG TB* BUY 6.05 11.00 81.8 503 3,754 1,967 47
BGRIM TB* BUY 22.70 38.00 67.4 1,642 2,510 2,640 23.6
BPP TB* BUY 12.60 18.20 44.4 1,066 5,218 5,332 74
EGCO TB BUY 103.00 150.00 45.6 1,505 8,392 9,170 6.5
GPSC TB* BUY 42.50 70.00 64.7 3,326 5,631 6,304 21.3
GULF TB* BUY 40.25 63.00 56.5 13,107 17,541 19,461 26.9
RATCH TB BUY 27.00 40.00 48.1 1,630 8,113 8,525 7.2
Sector 22,780 51,159 53,400 21.7

Source: UOB Kay Hian, * Coverage on our retail platform
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OVERWEIGHT

(Maintained)
STOCK PICKS

Share Price Target Price
Company Rec (BY) (Bt)
GULF BUY 39.75 63.0

Note: Coverage on our retail platform
Source: UOB Kay Hian
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PE -----oeeeee- Net EPS P/B Yield ROE
2025F Growth 2024F  2024F  2024F

(x) 2024F (%) (%) (%) (%)
8.9 240.1 0.6 5.8 12.3
224 33.2 22 0.9 55
7.2 (1.9 0.7 6.3 9.0
5.9 200.1 05 6.6 7.8
19.0 52.4 11 42 48
24.3 18.1 35 25 115
6.9 57.0 0.6 6.3 75
19.8 42.9 25 34 9.5
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ACTION

¢ Maintain OVERWEIGHT. Concerns about a prolonged high interest rate period and delay
of announcement of new PDP have caused a 17% fall ytd in the sector’s prices, which
have significantly underperformed the SET index. We believe the share price correction is
overdone. The utilities sector has the potential to make an impressive earnings recovery
in 2Q24 on seasonal demand and provide impressive dividend outlook. In addition, the
market is expecting the Fed to signal one interest rate cut this year, four in 2025, and four
in 2026. We think this would be a boon to the utilities sector as it benefits from lower
borrowing rates, and it also provides impressive dividend yields compared with bonds
after the recent share price correction.

e GULF is our top pick. We like Gulf Energy (GULF) for its healthy core profit in 2024, on
the back of: a) a full-year contribution from its Gulf Pluak Daeng power plant which is in
the pipeline, b) contribution from Hin kong power plant (COD in Mar 24 and Mar 25), and
c) potential M&As.

ASSUMPTION CHANGES

¢ We maintain our core profit forecasts for all power companies under our coverage.

¢ Interest rate sensitivity. Based on our sensitivity analysis, we have identified a negative
correlation of 62% between the US 10-year yield and the performance of Thai utilities
share prices over the past two years. However, after analysing the impact of interest rate
changes on the Thai power companies in our universe, we find that Global Power
Synergy (GPSC) and Banpu Power (BPP) are the most affected by interest rate
fluctuations. We also foresee limited impact from interest rate adjustments on Thai power
companies, with only a 1.0-4.0% impact on core profits, as many Thai power companies
have low debt levels (~1.0x D/E) with 33-95% of outstanding loans having fixed interest
rates.

Ft and gas cost sensitivity. We also ran a sensitivity analysis on the earnings impact of
fluctuations in gas costs and fuel charges (Ft) on the SPPs under our coverage. Overall,
a positive impact from lower gas costs will likely outweigh the negative impact from lower
Ft charges. We conclude that B.Grimm Power (BGRIM) and GPSC are the most affected
by fluctuations in gas costs and Ft charges. Every Bt0.01/unit change in Ft charges would
impact their earnings by around 0.8% (impact on GULF: ~0.2%) while every
Bt1.0/MMBTU change in gas prices would impact BGRIM’s and GPSC’s earnings by
around 0.7% and 0.4% respectively (impact on GULF: ~ 0.1%).

SECTOR CATALYSTS
¢ 2Q24: Seasonal demand for IPPs with higher margin outlook for SPP.

e 2H24: Announcement of a new PDP.
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EXPECTED FED RATE CUTS IN 2024-26

Source: UOB Kay Hian, EPPO
FEED-IN-TARIFF OF RENEWABLE

FIT (Baht/kwhr)

Biogas (wastewater/waste) 20724

Ground-mounted solar power 21679

Ground-mounted solar + battery storage 28331

Wind power 3.1014

Source: EPPO, WFW
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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
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 2024, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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