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STRATEGY - THAILAND

Alpha Picks: Rebalancing By Adding Defensives

Our Alpha Picks outperformed the market in June (-1.9% vs -3.3%). During the period,
the market was mainly pressured by Thailand’s domestic political situation which might
be a key risk to economic recovery. We maintain our positive view on 2H24’s outlook
but rebalancing will reduce portfolio beta by adding defensive stocks. For Jul 24, our
picks are ADVANC, BTG, CPALL, CPN, MAJOR, RATCH, SCGP, TIDLOR and TU.

WHAT’S NEW

¢ Portfolio outperformed the market in June. Our portfolio outperformed the market (-1.9%
vs -3.3%) in Jun 24. The strongest performers were ADVANC (+3.0%), BSRC (+2.2%) and
SCGP (+1.5%) while the worst performers were BTG (-10.0%), TIDLOR (-7.0%), and CPALL
(-4.3 %)

The SET index moved down in June. Last month, the SET index finished at 1,300.96pt,
falling 3.3% mom. The market decreased in early-June, mainly pressured by the concerns of
the Prime Minster’s status, which will impact the government budget disbursement and
stimulus measures, such as the minimum wage hike and digital wallet policy. However, in
the last week of June, the SET Index recovered due to investors gaining some confidence
after government agencies revealed the measures to drive the Thai capital market.

We believe the political pressure will ease in July. On 18 June, the Constitutional Court
ordered individuals and agencies involved in the case against Prime Minister Srettha
Thavisin to submit additional evidence within 15 days (by 10 July). We believe Mr. Srettha
Thavisin will retain his position as Prime Minister. The resolution of uncertainty regarding the
Prime Minister's status is expected to boost momentum in the Thai equity market, as it will
allow the 2025 fiscal budget and government stimulus measures to proceed as planned.

Expect the modified Thailand ESG fund to revive Thai equity market. On 24 June, the
Ministry of Finance, the SET and the Securities and Exchange Commission (SEC) unveiled
measures to stimulate the Thai capital market. The key focus of these measures is the
modification of Thailand's ESG individual tax-saving fund to make it more attractive and
increase tax savings. The main changes include reducing holding period to five years (from
eight years) and increasing the purchasing allowance to Bt300,000 (from Bt100,000). We
view these measures positively and expect them to generate an inflow of Bt30b-40b per year
into the Thai equity market.

Maintain positive view on 2H24 equity outlook but July may see volatility due to
political issues and soft 2Q24 earnings. We maintain a positive view on the Thai equity
market in 2H24 due to the positive impact from government budget disbursement and the
implementation of the government stimulus measures. However, the SET Index might be
volatile in July due to political issues and soft 2Q24 earnings. We are positive on the
communication, food and packaging sector and look forward to buying on dip for the
commerce and tourism sectors.

ACTION

o We take profit on BSRC and CPF and add CPN and RATCH to our portfolio. We take
profit on CPF and BSRC to lock in profit, and replace them with stocks with defensive
exposure. We add CPN to our portfolio as it is a beneficiary of the recovery in tourism. We
also add RATCH to our portfolio as we believe its earnings have already bottomed out and
its operating performance will continue to improve.

ANALYSTS’ ALPHA* PICKS

Analyst Company Rec Performance Catalyst

Kampon Akaravarinchai ADVANC BUY 4.1) Less competition landscape in 2024-25

Kampon Akaravarinchai BTG BUY 0.9 Swine and poultry prices and raw material costs of animal
feeds

Kampon Akaravarinchai CPALL BUY (11.3) Strong gross margin improvement in 2024

Kasemsun Koonnara CPN BUY announcement of new projects

Tanaporn Visaruthaphong/ MAJOR BUY (19.4) More blockbuster movies

Thachasorn Jutagonon

Arsit Pamaranon RATCH BUY Contribution from Paiton power plant

Benjaphol Suthwanich SCGP BUY 15 Strong core profit trend for 2Q24

Tanapom Visaruthaphong TIDLOR BUY (14.4) NPL ratio peaking

[Thanawat Thangchadakorn

Kampon Akaravarinchai TU BUY 14 Stronger-than-expected 2Q24 earnings recovery momentum

Kampon Akaravarinchai CPF BUY 23.1 Dropped

Arsit Pamaranon BSRC BUY 7.6 Dropped

* Denotes a timeframe of 1-3 months and not UOBKH's usual 12-month investment horizon for stock recommendation
# Share price change since stock was selected as alpha pick
Source: UOB Kay Hian
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KEY RECOMMENDATIONS
Share Price Target Upside/
Company 28 June 24 Price (Downside)
(Bt) (Bt) to TP (%)
ADVANC 209.00 262.00 25.36
BTG 22.40 27.00 20.54
CPN 55.25 83.00 50.23
CPALL 55.00 84.00 52.73
MAJOR 12.50 18.00 44.00
RATCH 26.50 40.00 50.94
SCGP 33.75 38.00 12.59
TIDLOR 18.50 30.00 62.16
TU 14.90 20.00 34.23

Source: UOB Kay Hian
CHANGE IN SHARE PRICE

Company Jun 24 To-date*

(%) (%)
ADVANC 3.0 ®.1)
BSRC 22 7.6
BTG (10.0) 0.9
CPALL (4.3) (11.3)
CPF 0.4 231
MAJOR (3.1) (19.4)
SCGP 15 15
TIDLOR (7.0) (14.4)
TU - 14
SET Index (3.3

*Share price change since stock was selected as alpha pick
Source: UOB Kay Hian

PORTFOLIO RETURNS
(%) 2023 1Q24 2Q24
SET return (15.2) (2.7) (5.6)
Alpha Picks Return
- Price-weighted 0.9 (5.0) 0.5
-Market cap-weighted (1.1) (3.9 20
- Equal-weighted 4.2) (2.8) 0.7

Assumptions for the three methodologies:

1. Price-weighted: Assuming the same number of shares for each stock,
a higher share price will have a higher weighting.

2. Market cap-weighted: Weighting is based on the market cap at
inception date, a higher market cap will have a higher weighting.

3. Equal-weighted: Assuming the same investment amount for each
stock, every stock will have the same weighting.

Source: UOB Kay Hian
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ADVANC — BUY (Kampon Akaravarinchai)

¢ Strengthened core business outlook. We expect ADVANC’s core business in fixed
broadband and as a mobile network operator to be more resilient in the long term. This will
be on the back of: a) less competition after the M&A of TRUE-DTAC, and b) an acquisition of
3BB which will turn ADVANC into the number one fixed broadband (FBB) provider in
Thailand. These should be ADVANC’s key growth drivers in the short to medium term.

¢ Although we expect some short-term impact from the consolidation of 3BB in 2024, this
should be mostly in line with market expectation.

¢ Riding the new wave of growth with global innovations. We foresee new s-curve of growth
opportunities for ADVANC such as the rolling out of data centre(s), which should persuade
investors to invest in Thailand, virtual banking, and tech collaboration with global companies.

¢ Strong core business operation with high dividend yield. ADVANC is a high dividend yield
play in Thailand, and is a large-cap stock with 3.5-4.0% dividend yield per year.

¢ Maintain BUY with a target price of Bt262.00 based on DCF valuation.
SHARE PRICE CATALYST

o Less competitive landscape in 2024-25.

BTG — BUY (Kampon Akaravarinchai)

¢ BTG is an integrated agro-industrial company that manufactures agricultural food products,
animal feed, livestock, and animal health products, and also offers processed food products
for humans. BTG operates both owned and contracted farming. Its key exporting markets
are the UK, EU, Japan, Singapore, Hong Kong, and China for both branded and OEM
product offerings.

For 2024-25, we foresee solid demand for animal feed for fattening swine and poultry, as the
Thai Feed Mill Association (TFMA) predicts a robust growth of 38% (8.1m tonnes) and 24%
(5.1m tonnes) respectively. We believe this could significantly benefit BTG since animal feed
accounts for 25-30% of its total sales. Moreover, we also anticipate a recovery of swine and
poultry prices by 1H24, on the back of diminishing supply of illegal pork and a downward
trend in feed costs (corn and imported soybean prices dropped 16% and 10% qoq
respectively in 4Q23).

We maintain BUY with a target price of Bt27.00 based on 2024 EPS of Bt1.58, with
forward PE of CPF’s five-year mean of 17x excluding the abnormal period from 4Q22-1Q23.
We are still positive on its earnings outlook, as we anticipate improvement in ASP in
domestic swine and poultry prices, coupled with continued declining feed costs in 2024.

SHARE PRICE CATALYST

e a) Higher swine and poultry prices and lower raw material costs of animal feeds, b)
introduction of higher margin product mix, and c¢) Betagro shop expansion.

CPALL — BUY (Kampon Akaravarinchai)

e CPALL is the operator of Thai 7-Eleven stores, controlling more than 50% of the
convenience store market in Thailand.

¢ 1Q24 earnings rose 53% yoy and 15% qoq to Bt6,319m, beating the usual peak season of
4Q in 2023. The results beat our and market expectations by 28% and 30% respectively.
The better-than-expected 1Q24 results were due to both higher top-line and profitability.

« Maintain BUY with a higher target price of Bt84.00 pegged to 31.8x 2024F PE, which is
equivalent to CPALL's five-year mean from 2017-19 and 2022-24 (we excluded 2020-21 due
to the COVID-19 pandemic). We remain positive on CPALL'’s earnings outlook in 2024 as
well as its long-term business outlook.

SHARE PRICE CATALYST

¢ a) Strong gross margin improvement in 2024, b) lower SGA-to-sales following the decrease
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in electricity costs, and c) the government’s stimulus packages in 2024.
CPN — BUY (Kasemsun Koonnara)

o Central Pattana (CPN) reported a net profit of Bt4,154m in 1Q24, up 28% yoy and 4% qoq.
The results were in line with our and consensus estimates. 1Q24 earnings grew impressively
yoy due to strong revenue growth across all business units, particularly in the residential
business.

o Although tenant sales are likely to drop qoq because of seasonal factors, we anticipate that
CPN will have a strong core performance in 2Q24, underpinned by: a) the new shopping
mall (Central Nakhon Pathom launched on 30 Mar 24), b) high occupancy rate for shopping
malls, ¢) reduced impact of higher interest expenses following the renewal for Central
Pinklao, and d) solid transfer backlog.

¢ Maintain BUY with an SOTP-based target price of Bt83.00. We value CPN’s core
business at Bt81.80/share, based on DCF, assuming a WACC of 7.4%, risk-free rate of 2%,
debt premium of 1%, equity risk premium of 8.5%, and terminal growth rate of 3.0%. Cash
flows are discounted to 2024. We value the residential business at Bt1.20/share, assuming
10x 2024F PE. We maintain our BUY rating with CPN’s solid fundamentals and positive
earnings outlook following tourism recovery and its expansion plan.

SHARE PRICE CATALYST

¢ a) Better-than-expected performance, especially from the rental and service segment, b)
announcement of new projects, and c) better profitability.

MAJOR — BUY (Tanaporn Visaruthaphong/Thachasorn Jutaganon)

* MAJOR is a cinema operator with related businesses like bowling, karaoke, rentals, cinema
media and film distribution.

¢ MAJOR’s 1Q24 earnings came in at Bt140m (+100% yoy, -58% qoq), above our and
consensus forecasts by 16% and 13% respectively. The key earnings beat was due to
higher-than-expected share of profit from investments.

¢ Due to a continuously strong line-up of blockbuster and Thai movies, we expect MAJOR to
report robust earnings of Bt1.1b (+20% yoy) for 2024.

¢ Maintain BUY with a target price of Bt18.00 based on 13x 2024F PE and -1SD to its five-
year PE mean. We still like MAJOR as we expect it to report strong 2024 earnings due to a
large number of movies released, which include both blockbusters and Thai movies. Also,
the stock is less impacted by advertising expenditure compared with other players in the
media industry.

SHARE PRICE CATALYST

¢ a) More blockbuster movies, b) growth in cinema advertising income, and c) recovery in the
economy that could accelerate consumer spending and improve the country’s GDP.

RATCH — BUY (Arsit Pamaranont)

o Ratchaburi Group’s (RATCH) 1Q24 net profit was Bt1.5b, up 6% yoy and 273% qoq.
Excluding forex gain of Bt121m and gain from fair value adjustment of derivatives of Bt437m,
RATCH’s core profit would be Bt912m, down 35% yoy but up 694% qoq, 14% better than
our and consensus estimates. 1Q24 core profit accounted for 11% of our full-year forecast.

¢ Going forward, we expect RATCH’s overall operation to improve both yoy and qoq in 2Q24,
supported by peak seasonal demand for the independent power producer (IPP) business in
Thailand, full quarter contribution from the 714MWe of the Hin Kong Power Plant (HKP)
project and contribution from the Paiton project in Indonesia as mentioned above.

¢ Maintain BUY with a target price of Bt40.00 based on the DCF valuation of all projects
(WACC of 6.0% reflecting higher market risk in 2024). We still like RATCH for its impressive
growth outlook in 2024 and we continue to see upside for its share price from here. We
believe RATCH’s operating performance will continue to improve while valuation is
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undemanding, and the recent share price correction seems overdone.
SHARE PRICE CATALYST

o 2Q24: Expected announcement of new power development plan.
o 2Q24: Contribution from Paiton power plant.
SCGP — BUY (Benjaphol Suthwanish)

o SCGP's reported net profit for 1Q24 amounted to Bt1.73b, up 41% qoq and 42% yoy, better
than our and consensus estimates by 13% and 18% respectively. This can be attributed to
lower-than-expected increases in production costs. EBITDA margins for both the integrated
packaging business (IPB) and fibrous business (FB) in 1Q24 reached 15.6% and 17.9%
respectively (vs our estimates of 14.8% and 16.4% respectively). 1Q24 net profit accounts
for 29% of our projected 2024 net profit of Bt5.7b, up 9% yoy.

Even though 2Q24 will be a low season, we maintain a positive outlook on 2Q24 core profit.
We estimate that 2Q24 core profit will increase yoy to Bt1.4b-1.5b, driven by: a) increase in
selling prices due to a recovery in regional demand, b) heightened Chinese imports and
global inventory reduction (this is expected to boost income for both IPB and FB, with IPB
and FB contributing 75% and 20% of the total revenue respectively), c) a decline in fuel
costs, particularly coal prices, and d) expanded production capacity of fibre packaging, which
commenced operations in Mar 24.

Maintain BUY with a target price of Bt38.00 based on regional forward PE at -1.0SD of
28.3x. We believe that SCGP's stock price is a laggard. Despite its earnings trend showing
signs of recovery in 2024, its share price has dropped by more than 17%, indicating that it
has yet to fully reflect the positive turnaround.

SHARE PRICE CATALYST

¢ a) Strong core profit trend for 2Q24, b) robust economic revival in China, and c) increased
demand for packaged goods in Thailand, Indonesia and the Philippines.

TIDLOR — BUY (Tanaporn Visaruthaphong/Thanawat Thangchadakorn)

o TIDLOR reported 1Q24 net profit of Bt1.1b, above our and consensus forecasts by 20% and
6%, respectively. The company’s net profit increased by 16% yoy and 23% qoq. TIDLOR’s
credit cost declined qoq, due to a reduction in provision expenses qoq. The NPL ratio rose
10.3% qoq to 1.60% in 1Q24 from 1.45%. Excluding provision expenses, the company’s pre-
provision operating profit (PPOP) grew 20% yoy and 1% qgoq.

¢ The reduction in credit cost was mainly due to a 19% qgoq drop in provision expenses.
However, TIDLOR stated that the loan portfolio quality remained well-managed and within
the target range. Meanwhile, the loan-loss coverage (LLC) ratio in 1Q24 remained high at
264% to cushion for future uncertainties. We remain optimistic on TIDLOR'’s asset quality

¢ Maintain BUY with an unchanged target price of Bt30.00 based on the Gordon Growth
Model. Our target price implies 2.5x 2024F P/B, which is slightly below its five-year average.

SHARE PRICE CATALYST

o NPL ratio peaking.

o A government stimulus to boost domestic spending.
¢ A potential policy rate cut in 2H24.

TU — BUY (Kampon Akaravarinchai)

o TU reported 1Q24 net profit of Bt1,153m, up 13% yoy. 1Q24 turned a profit, compared with
4Q23 when there was a Red Lobster impairment loss of Bt18b. Excluding one-off items,
1Q24 core profit came in at Bt869m, up 9.2% yoy, but down 24.9% qoq due to seasonality.
The core profit was slightly lower than our and market expectations. We expect 2024 core
earnings to improve 36.3% yoy on the back of: a) better gross margin on lower tuna prices
and improvement in the frozen business’ profitability, b) the better performance of the pet
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food business, and c) the absence of losses from Red Lobster after its divestment in 4Q23.

o TU expects tuna prices to increase gradually from Apr 24 till the end of the year. This is in
line with our expectation as we foresee a recovery in tuna prices in 2Q24 and an increase in
3Q24 as the ban of Fish Aggregating Device during that period will pressure tuna supply.

¢ Maintain BUY with a target price of Bt20.00. We peg the forward PE target to TU'’s five-
year mean of its PE band, which is equivalent to 14x. Our target price is based on 2024
EPS. We expect TU’s earnings momentum to improve qoq and yoy in 2Q24 following the
improvement in top-line and profitability. We still expect TU to deliver impressive earnings
growth this year.

SHARE PRICE CATALYST

¢ a) Stronger-than-expected 2Q24 earnings recovery momentum, and b) higher tuna prices
which will allow TU to increase ASPs.

Tuesday, 02 July 2024

VALUATION
LastPrice  Target Upside  Market PE

Company Ticker Rec. 28June24 Price Downside Cap 2023 2024F 2025F

(Bt) (Bt) (%) (US$m)  (x) ) x)
Advanced Info Service  ADVANC TB BUY 200.00 26200 2536 17253 212 193 181
Betagro BTG TB BUY 22.40 27.00 20.54 1,203 n.a. 14.1 121
Central Pattana CPNTB BUY 55.25 83.00 50.23 6,882 16.5 15.9 15.7
CPAI CPALL TB BUY 55.00 84.00 52.73 13,713 26.7 20.7 18.6
Major Cineplex Group MAJORTB  BUY 12.50 18.00 44.00 310 111 9.5 8.2
Ratch Group RATCHTB  BUY 26.50 40.00 50.94 1,600 112 7.1 6.8
SCGP SCGP TB BUY 33.75 38.00 12.59 4021 276 254 234
Ngern Tid Lor TIDLORTB  BUY 18.50 30.00 62.16 1443 132 113 8.1
Thai Union Group TUTB BUY 14.90 20.00 34.23 1,925 n.a. 10.6 9.9

Source: UOB Kay Hian
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Securities (Thailand) Public Company Limited (‘UOBKHST”), which is a licensed corporation
providing Securities Brokerage, Securities Dealing, Underwriting, Derivative Agent and Financial Advisory in Thailand.

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 UOBKST. 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 UOBKHST
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 UOBKHST and its connected persons (as defined in Notification of the Capital Market Supervisory Board No.
TorChor. 21/2551 and the Securities and Exchange Act of Thailand) 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 UOBKHST to be reliable.
However, UOBKHST makes no representation as to the accuracy or completeness of such sources or the Information and UOBKHST
accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKHST and its associate
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKHST and its
connected persons are subject to change without notice. UOBKHST reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKHST, its associates 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) UOBKHST, its associate 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 UOBKHST 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) UOBKHST 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 is prepared by UOBKHST, a company authorized, as noted above, to engage in securities and derivative activities in
Thailand. UOBKHST 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 UOBKHST
(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 UOBKHST 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 UOBKHST.

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. 7




UOBKayHian

Tuesday, 02 July 2024

Analyst Certification/Regulation AC

Each research analyst of UOBKHST 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 UOBKHST 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 UOBKHST'’s total revenues, a portion of
which are generated from UOBKHST’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
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