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COMPANY UPDATE

Stecon Group (STECON TB)
Downgrade Earnings To Net Loss In 2024; Near-term Uncertainty Into 1H25

A net loss in 3Q24 led to a downward revision of earnings to a net loss for 2024. While
we are optimistic about core operations in 2025, earnings are expected to be uncertain
in 4Q24-1H25 due to additional expenses. New orders in 4Q24 are poised to strengthen
the backlog. Maintain HOLD. Target price: Bt8.60.

WHAT’S NEW

¢ 3Q24 results review. We attended Stecon Group’s (STECON) analyst meeting to review its
3Q24 results and obtain an update on its business outlook.

STOCK IMPACT

¢ 4Q24 results expected to remain vulnerable. We expect 4Q24 results to improve from
3Q24, driven by core operations following progress on ongoing projects and new orders
such as seven solar power plants. However, STECON is likely to report a negative
performance due to additional expenses of approximately Bt60m-70m from the Bueng Nong
Bon drainage tunnel and a high share of losses from investments in the Pink and Yellow
Lines, despite improving ridership.

Promising outlook anticipated for 2025. The core operation is expected to improve in
2025, with construction revenue driven by progress on key projects, including the Purple
Line, Double Track Denchai, and seven solar power plants, alongside new orders expected
in 4Q24. Overall gross margin is projected to improve significantly in 2H24, as repair costs
for the Bueng Nong Bon tunnel are set to conclude in 1H24, with an insurance claim
expected to be finalised by 2025. Additionally, we expect STECON to start recognising
recurring income from Mars Water Supply and motorway project M6.

New orders expected in 4Q24 to drive backlog above Bt100b. STECON's backlog stood
at Bt87.6b as of Sep 24. In 9M24, the total value of signed contracts was only Bt8.4b.
However, we expect the company to secure new orders worth Bt30b-40b in 4Q24, primarily
from private sector projects, including buildings, infrastructure, and data centres. This would
push its backlog above Bt100b by end-24.

Update about Clean Fuel Project (CFP). UJV has delayed payments for workers in the
CFP project. STECON, as a subcontractor for the project valued at Bt5.2b, is committed to
carefully aligning with regulations and adhering to conditions set by UVJ, the main
contractor. The company plans to continue operations with strategic resource allocation to
ensure compliance and efficiency.

KEY FINANCIALS

Year to 31 Dec (Btm) 2022 2023 2024F 2025F 2026F
Net turnover 30,326 29,598 30,325 31,801 33,391
EBITDA 1,897 1,419 1,347 1,891 1,942
Operating profit 859 614 534 1,070 1,112
Net profit (rep./act.) 857 528 (171) 445 576
Net profit (adj.) 828 509 (171) 445 576
EPS (Bt) 0.5 0.3 0.1) 0.3 0.4
PE (x) 13.9 22.6 n.a. 259 20.0
P/B (x) 0.6 0.7 0.7 0.7 0.7
EV/EBITDA (x) 8.2 10.9 11.5 8.2 8.0
Dividend yield (%) 4.0 4.0 4.0 4.0 4.0
Net margin (%) 2.8 1.8 (0.6) 1.4 1.7
Net debt/(cash) to equity (%) (32.2) 3.7 215 20.9 15.9
Interest cover (x) n.a. 1,308.5 13.5 18.0 17.7
ROE (%) 4.7 2.8 (1.0) 2.6 34
Consensus net profit - - 300 449 606
UOBKH/Consensus (x) - - 0.57 0.64 0.64

Source: Sino-Thai Engineering & Construction, Bloomberg, UOB Kay Hian
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HOLD

(Maintained)

Share Price Bt7.55
Target Price Bt8.60
Upside +12.9%
(Previous TP Bt9.20)

COMPANY DESCRIPTION

STECON operates as a holding company with
core businesses in construction contracting,

utilities and power, and logistics and
transportation.
STOCK DATA
GICS sector Industrials
Bloomberg ticker: STECON TB
Shares issued (m): 1,519.1
Market cap (Btm): 11,469.1
Market cap (US$m): 332.4
3-mth avg daily t'over (US$m): 1.1
Price Performance (%)
52-week high/low Bt12.00/Bt8.15
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3Q24 RESULTS RECAP

Year to 31 Dec (Btm)  3Q23 2Q24 3Q24 yoy%  qoq % 9Mm23 9M24 yoy %
Revenue 7,876 8,457 7,349 6.7) (13.2) 21545 22,290 35
Operating EBIT 220 197 33 (84.9) (83.1) 496 413 (16.8)
Equity income -54 -166 -142 na na -19 -454 na
Core profit 173 158 -34 na na 469 253 (46.0)
Net profit 130 25 -147 na na 454 -110 na
Percent 3Q23 2Q24 3Q24  yoyppt qogppt 9M23 9M24 yoy %
Gross margin 45 2.8 3.6 (0.9) 0.9 41 4.0 0.2)
SG&A to sales 17 29 32 15 0.3 04 0.5 0.1
EBIT margin 2.8 2.3 0.5 (2.3) (1.9 2.3 19 (0.4
Net margin 1.6 0.3 -2.0 (3.7 (2.3 21 -0.5 (2.6)

UOBKayHian

Source: Sino-Thai Engineering & Construction, UOB Kay Hian

¢ Reported a net loss in 3Q24. STECON posted a net loss of Bt147m in 3Q24, reversing
profits of Bt130m in 3Q23 and Bt25m in 2Q24. The decline stemmed from reduced
construction revenue as several projects neared completion, a Bt70m expense on the Bueng
Nong Bon tunnel, and a Bt142m loss from the Yellow and Pink Line train projects. SG&A
expense remained high due to foreign exchange hedging of Bt20m.

EARNINGS REVISION
2024F 2025F

Year to 31 Dec (Btm) New old Chg. New Old Chg.
Sales and services 30,325 30,997 -2.2% 31,801 31,557 0.8%
Gross profit 1,240 1,616 -23.2% 1,821 1,646 10.6%
Operating profit 534 951 -43.8% 1,070 965 10.8%
Equity Income -590 -590 na -400 -450 na
Net profit -171 217 -178.7% 445 336 32.6%

Source: UOB Kay Hian
EARNINGS REVISION/RISK

o We have revised down our 2024 profit forecast to a loss to reflect the disappointing 3Q24
performance. However, we are increasingly optimistic about the earnings outlook for 2025.

¢ Risks: Lower-than-expected margin, construction delays, and prolonged share of losses.
VALUATION/RECOMMENDATION

¢ Maintain HOLD with a lower target price of Bt8.60. Our target price is based on about
0.8x 2025F P/B or 1SD below its five-year historical mean. While we are optimistic about the
core operations for 2025, the earnings outlook remains uncertain for 4Q24-1H25 due to
additional expenses. We maintain HOLD on STECON as we expect new orders in 4Q24.

SHARE PRICE CATALYST
¢ Additional backlog from winning new projects.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

CG Report: 5
SET ESG Rating: A
¢ Environmental
- STEC follows environmental laws and regulations. The company prioritises reducing
greenhouse gas emissions and using sustainable environmental technology. STEC also
trains its employees to participate in environmental operations and conservation.
« Social
- STEC is committed to social responsibility. The company supports education, disaster
relief, community engagement, and environmental conservation.
* Governance
- STEC focuses on enterprise risk management to integrate risk management into strategic
planning. STEC follows Thai and international standards for risk management in

governance, strategy, performance, review, and information communication.
Source: STEC, UOB Kay Hian
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REVENUE AND GROSS PROFIT MARGIN
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PROFIT & LOSS

UOBKayHian

BALANCE SHEET
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Year to 31 Dec (Btm) 2023 2024F 2025F 2026F  Year to 31 Dec (Btm) 2023 2024F 2025F 2026F
Net turnover 29,598 30,325 31,801 33,391 Fixed assets 9,675 11,061 11,215 11,373
EBITDA 1,419 1,347 1,891 1,942 Other LT assets 17,138 19,006 19,183 19,410
Deprec. & amort. 805 813 821 830 Cash/ST investment 4,249 2,505 2,612 3,450
EBIT 614 534 1,070 1,112 Other current assets 16,387 16,647 17,458 17,708
Total other non-operating income 94 110 110 110 Total assets 47,449 49,220 50,467 51,941
Associate contributions (70) (590) (400) (300) ST debt 4,637 5,916 5,916 5,916
Net interest income/(expense) (1) (100) (105) (110) Other current liabilities 22,061 22,526 23,623 24,804
Pre-tax profit 637 (46) 675 812  LTdebt 265 265 265 265
Tax (102) (109) (215) (222)  Other LT liabilities 2,415 3,052 3,201 3,361
Minorities (8) (16) (15) (14) Shareholders' equity 17,701 17,073 17,061 17,179
Net profit 528 (171) 445 576 Minority interest 371 387 402 416
Net profit (adj.) 509 (171) 445 576  Total liabilities & equity 47,449 49,220 50,467 51,941
CASH FLOW KEY METRICS
Year to 31 Dec (Btm) 2023 2024F 2025F 2026F  Year to 31 Dec (%) 2023 2024F 2025F 2026F
Operating (4,899) 864 1,568 2,350 Profitability
Pre-tax profit 637 (46) 675 812 EBITDA margin 4.8 44 5.9 5.8
Tax (102) (109) (215) (222) Pre-tax margin 2.2 0.2) 2.1 24
Deprec. & amort. 805 813 821 830 Net margin 18 (0.6) 14 1.7
Working capital changes (553) (186) (249) 354 ROA 11 0.4 0.9 11
Non-cash items (5,775) 392 535 577 ROE 2.8 (1.0 2.6 34
Other operating cashflows 20 (590) (400) (300)
Investing 373 (3,429) (1,004) (1,085  Growth
Capex (growth) (597) (2,199) (975) (988) Turnover (2.4 25 49 5.0
Investments 2052 (2312) (162) (210)  EBITDA (25.2) (5.1) 40.4 2.6
Others (1,081) 1,081 133 143 Pre-tax profit (39.5) na. na. 20.3
Financing 1,759 822 (458) (458) Net profit (38.5) na. na. 29.3
Dividend payments (457) (458) (458) (458) Net profit (adj.) (38.5) na. n.a. 29.3
Issue of shares 4,201 1,280 0 0 EPS (38.5) na. n.a. 29.3
Proceeds from borrowings (1,985) 0 0 0
Others/interest paid (2,766) (1,743) 106 838 Leverage
Net cash inflow (outflow) 7,015 4,249 2,505 2,612 Debt to total capital 21.3 26.1 26.1 26.0
Beginning cash & cash equivalent 4,249 2,505 2,612 3,450  Debt to equity 217 36.2 36.2 36.0
Ending cash & cash equivalent (4,899) 864 1,568 2,350 Net debt/(cash) to equity 37 215 20.9 15.9
Interest cover (x) 1,308.5 13.5 18.0 17.7

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 or jurisdictions 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.

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.
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