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SECTOR UPDATE
Food — Thailand

Reiterate Our Positive View On Upstream Food Names

We are still positive on upstream food names. The volatility in domestic swine prices is
in line with our previous expectation. We expect swine prices to improve in 2H24 on the
back of a better demand and supply situation. Also, the recovery in tuna prices will be a
key catalyst to TU’s gross margin improvement. Maintain OVERWEIGHT on the food
sector. Our top picks are BTG and TU.

WHAT’S NEW

¢ Short-term volatility in domestic swine prices. Domestic swine prices in Jun 24 mtd
stand at Bt66/kg, down 2.2% and 8.3% from qtd 2Q24 and May 24 respectively. The
volatility in swine prices is in line with our previous expectation as there are still some
supply issues persisting in Thailand. However, we expect swine prices to increase by 3.5%
goq in 2Q24. We reiterate our view of better domestic swine prices in 2H24 due to an
improvement in demand and supply. Jun 24 mtd chicken prices stand at Bt44/kg, flat from
qtd 2Q24 and May 24. Although the government has mentioned that the current chicken
prices are higher than normal, we still expect prices to remain at this level due to strong
export volume and demand recovery.

Strong Vietnamese swine prices. Qtd 2Q24 Vietnamese swine prices stand at
VNDG65,000/kg, up 21.4% qoq and 18% yoy from VND53,400kg and VND55,000/kg in
1Q24 and 2Q23, respectively. The strong Vietnamese swine prices are due to the African
Swine Fever (ASF) outbreak. Based on our study, once there is an ASF outbreak, swine
prices are likely to be higher than normal for 1-1.5 years, as we have seen in China,
Vietnam and Thailand. Hence, we expect Viethamese swine prices to stay at this level
throughout 2024. This should be a positive catalyst for both Charoen Pokphand Group
(CPF) and Thaifoods Group (TFG) as they both have exposure in Vietnam.

Sharp rebound in Chinese swine prices. Chinese swine prices increased sharply to
Rmb18.8/kg during late-May to Jun 24. We expect Chinese swine prices to come in at
around Rmb16.50/kg in 2Q24, up 12% qoq and 14% yoy. Note that the current prices are
already higher than the breakeven level. Another catalyst for Chinese swine prices would
be China's anti-dumping investigation on EU pork businesses. China's imported pork
accounted for 4.5-5.5% of China's total pork production while the EU's pork accounts for
50-60% of China's total imports.

Recovery of tuna prices on track. In Apr-May 24, tuna prices increased 7% qoq to
US$1,428/tonne. Overall, we still expect tuna prices to continue recovering as we enter the
Fish Aggregating Devices (FAD) ban period during July-Sep 24. This also aligns with our
study on past data that tuna prices will continuously improve towards 3Q24, based on the
heat maps in the next page.

ACTION

* Reiterate our view on sector earnings improvement. We maintain OVERWEIGHT on
the food sector, especially for upstream names, on the back of an expected strong
earnings turnaround in 2024. Our top picks are BTG and TU. We expect the short-term
volatility in domestic swine prices to be a good accumulation opportunity for BTG. Also, the
recovery in tuna prices should be a key catalyst to TU's earnings improvement from 2Q24
onwards.
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Betagro BTG TB BUY 21.60 27.00
Thai Union TUTB BUY 15.00 20.00
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¢ Not much concern over raw material costs. Despite a rebound in the prices of soft DOMESTIC SWINE PRICES
commodities such as corn and soybean meal in May 24, we have already seen a decline  ** Domesticwine Prices
in Jun 24. However, we believe the spike in May 24 was still manageable and we expect
minimal impact in 3Q24 as companies are able to stock up on raw materials for up to 3-4

100.00

months. In 2H24, we expect prices of soft commodities to remain steady following the lack ~ *~ T D

of strong catalysts such as: a) the potential peace talks between Russia and Ukraine; and ™" =" "y o -

b) a lack of clarity on the presence of a strong La Nina in 2H24, as a weak La Nina could ™~ ’\\/\ — <

mean less impact on soybean and corn crops in Brazil, Argentina and the US. )
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o Expect strong earnings growth momentum in 2Q24. We expect i-Tail Corporation (ITC)  Source: CPF, OAE
to report stronger-than-expected earnings in 2Q24. The key catalysts will be from: a) DOMESTIC CHICKEN PRICES
strong top-line growth of 35-40% yoy, and b) a strong gross profit margin of 26% in 2Q24, .. Dot Chicken Prces
slightly increasing qoq following an improvement in top-line and the delay of depreciation  gm

of the new plant. Looking forward to 2H24, we foresee more challenging factors on the _, =« o —
back of: a) lower ASPs due to lower costs, b) additional depreciation from the new plant, . - SR —— .t
and c) the impact from the minimum wage hike in Oct 24. However, we still expect to see a N

yoy growth in 2H24 and we foresee the upside to consensus earnings of around 10%.

¢ Fine-tune 2024 and 2025 earnings. We have revised up our 2024 and 2025 earnings
forecasts by 25.7% and 18.5%, respectively on the back of better-than-expected top-line R ey o

A e NI s N sseesdC3
and gross profit margin assumption. Source: CPF, OAE

EARNINGS REVISION TABLE VIETNAMESE SWINE PRICES
FY24F FY25F VND/Kg. Vietnamese Swine Prices

(Btm) Old New % chg old New % chg oo

Sales 17,534.8 17,868.7 1.9% 19,288.3 19,208.9 -0.4% 7000

Net profit 2,779.4 3,493.7 25.7% 3,261.4 3,863.4 18.5% 50000

Core profit 2,779.4 3,493.7 25.7% 3,261.4 3,863.4 18.5%

50,000

Source: ITC, UOB Kay Hian

40,000

e Upgrade ITC to BUY with a target price of Bt27.00. We peg ITC's target price to 23x

2024F PE, based on the average PE of some of ITC's OEM pet food producer peers in B
China. We expect a short-term share price catalyst from the stronger-than-expected 2Q24 W21 20 2023 ezt
earnings momentum. Source: CPF, Vietnamoi
THE TREND OF ASP AND RAW MATERIAL COST GAP CHINESE SWINE PRICES
Bt/Kg Rmb/Kg ChineseSwine Prices
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AVG Pet Food OEM 21.0 171 67.9% 23.0%
i-Tail Corporation 20.1 18.1 53.1% 10.6%

Source: Bloomberg
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CORN AND SOYBEAN MEAL PRICE TREND

Domestic Corn Prices
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TUNA PRICE TREND
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TUNA PRICE TREND
Jan 1,075 2,030 2,075 1,275 1,150 1,700 15‘50 1,280 1,350 1,600 1,680 1,400
Feb 1,590 2,195 1,225 1,150 1,170 1,700 1,480 1,475 1,300 1,650 1,800 1,182
Mar 1,085 2,090 1,700 1500 1,350 1,2
Apr 1,365 1,680 2,195 1,225 1,690 1,450 1,400 1,340 1,800 1,375 1,242
May 1,630 1,840 2,198 2,195 1,485 1,070 1,500 1,700 1,600 1,200 1,280 1,600 1,245
Jun 1,905 2,200 2,020 1,200 1,400 1,900 1,600 1,000 1,350 1,261
Jul 1,560 1,620 2,240 1,850 1,400 1,950 1,200 1,500 1,600 1,900 1,284
Aug 1,326 1,845 2,280 1,880 1,600 1,450 1,980 1,450 1,350 1,400 1,800 1,800
Sep 1,215 1,875 1,280 1,390 1,450 2,100 1,650 1,100 1,325 1,300 1,600 1,700 1,275
Oct 1,080 1,830 2,210 1,770 1,200 1,140 1,400 1,525 1,300 1,500 1,680 1,600 1,203
Nov 1,232 1,910 1,570 1,500 2,000 1,400 1,400 1,600 1,700
Dec 1,305 1,800 1,050 1,300 1,700
Avg 1,287 1,766 2121 1,956 1,361 1,170 1,425 1,860 1,530 1,209 1,385 1,406 1,663 1,784 1,371 1,224

Source: TU, UOB Kay Hian
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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

(ii) 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.
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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





