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KEY FINANCIALS
Year to 31 Dec (Btm) 2015 2016 2017F 2018F 2019F
Net turnover 2,295 1,943 2,211 2,605 2,852
EBITDA 332 411 509 630 712
Operating profit 184 263 339 455 539
Net profit (rep./act.) 202 191 264 366 442
EPS (Bt) 0.2 0.4 0.5 0.7 0.9
PE (x) 33.8 20.8 15.3 11.0 9.1
P/B (x) 3.6 3.7 3.6 3.2 2.7
Dividend yield (%) 4.2 12 1.2 1.2 12
Net debt/(cash) to equity (%) 113 88 94 69 46
Interest cover (x) 8.6 11.4 121 14.6 16.8
ROE (%) 18.1 15.9 19.1 22.4 22.6

Source: UOB Kay Hian
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BUY

(Initiate Coverage)

Share Price Bt8.25
Target Price Bt12.00
Upside +45.5%

COMPANY DESCRIPTION

IHL is a leading manufacturer and distributor of
leather for the automobile industry covering car
seats and other related product. In addition, the
company provides bleaching, tanning, dyeing,
and finishing services to customers.

GICS sector Consumer Discretionary
Bloomberg ticker: HL TB
Shares issued (m): 495.6
Market cap (Btm): 4088.9
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FIGURE 1: PE BAND
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FIGURE 2: SALES & EARNINGS OUTLOOK
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FIGURE 3: THE PRODUCTION FACILITIES FIGURE 4: EXAMPLE OF CUSTOMERS
Wi (@1519105) T v A\
T500nui 1 3,200 wWanuavedanniie S m@é@m @I
90U 2 8,000 guviud TOYOTA
T590uvi 3 11,200 yuwud ’
T500uii 4 16,000 Nawuy 6 W P
T5907u11 5 6,400 wAafuaTIAEITaTUWINNSY WIAES %ﬂ% @ w .
T5997u71 6 27,000 wWanuagtdaunie
T90uii 7 41,000 Mauwuy ¢a 1y uay R&D —r—
T5991uv 8 2,040 sasFugnAinduinasiaasuarsaai wOLVERINE YN s @ Dlobel
T500uni 9 2,142 Tilséiu uaznd Ao cesteitnes IRegenes
T3997u9i 10 53,903 wWanuavedauniie
Marubeni
Source: IHL, UOB Kay Hian Source: IHL, UOB Kay Hian
Usune Wuusunusnuazuiuniiealulszinalnelasunissusesninsgingsianandannii
361U Gold Rated %9fiad1UnszAUgIgAT The Leather Working Group (LWG) 831Unan11uu
wimAuasduisansuluszauaing isneeinsedasinarnduwiasasdndunmuainniswen
MIIBDIUTENY UAZAIIIANLANAIIINALdIIUIALEND Y T luUszinalne
FIGURE 5: IHL HAS RECEIVED GOLD RATED FROM IWG FIGURE 6: SHARE HOLDING STRUCTURE

Gold

AsaUATIATTIAN AT,
399%

sueTefu diginds,

wnmdo ng
ansng, 4% e

wign Tamadu

Watundil ddm -

wa.uriila Aullan, 5%

Source: Leather Working Group Source: IHL




UOBKayHian

| your trusted financial partner

anwazn1sUsznay Sqiﬁ'il

o o 1

IHL Usznaugsianfnuazdndnieniadinsuiunzsnews Ineldnislansaniionsztiananniia
& o @ ' ad o ° v & @ a o oo a o o a '
Aundusagy lnedunssnidwandanuazsindmduiluninine deudninsiuazuinisads
ATU995209U597 LTBN19A AW IBATNAIE039gNAT WNIINWEITUNDNEINAIRIATNAITN
o Y 2 o o o @ a & o v o '
ABIN15209gNA1 SINBILAYRITIRr AR IANNSzUIRN N ARNILUSTU D wRuA T SRw ngw
gafasasauvseanilu 7 ngananmoi

v A o @ L @, o dY o o a Y o v 4 ° Y

1. nekaiwa 593U (Finished Leather): Wuwikefilasunisenanaisausosnas wiannazilusn
WudmsunimUuiuisinesaeuanazgunsalnnussnielusasusildnds loun waoande

a4 ¢ @ ) ) a o o ° Y ' -]
nszymfes [ Dusin Inegusznaunisgsiaiunznissnsusazsiimisiuninanaluamduaugy
Wulunzsnensiag

X o o o o X o o @ ° o o - - a
2. FWINWARNI (Cut Part): d1MTUTWIBARYIS LUBNITIRReR NIRRT RER FadwnuEm
AINAHGBINISEBEUszNaUNITgsAnUIzntisaeus Inedussnaunisgsiauisniasaeus
AmwaLUy (Drawing) lvinulsssuudnsulusiivniunandonninnszuinnisuinnaziing
o = & - & P & o o o )
aaLlnInewiNadnguniniuy mmuﬂ,myLﬂuﬁmmﬂizﬂaummumqLUW:LLE«:LLNMNU%@
086
o o 3 X o o o o @ o o & v = &

3. NIIYNLUNzI08ws (Trim Cover): A msunavaiuzsnewAllnnsinieluasnLEugngU
TnalssaulvudnmsiBuiunsiiesnens insennsandmsunisusznauinguiunzsneuws
4. viananuazsaealunloniaenssynifies (Steering Wheel & Gear Knob): HIId 1MUY N

o a o @ ° o A - ] 5 o a o s
wuaaeuaznszyniiesd Wunrsbmieinansnsasanguidunisandeuaznszyniiessnews
FolnadmlngilnnissudredionisninanuSunguaniuiznis wazandindmsusnews
5. USN155UNWE (Spray Service): USHNY SUUSASHRATUgULULIBINTINERIABNTSUSEN
azvinssuingiunldlunisudnanaingnAiuasAniunisuanauguuuuiignensasnis
6. USN155UNBNWMIEY (Tanning Service): USUNUINNSSUNBnnslugUuUULEINITTINER TRe
n19UsEnasiinssuingAuildluniswdnniaingnai uassnfiuniswennieningluuui
anNATEIaINIS
7. HARAMTE T (Other): nBRAMTNaelAaINNTZUIBAITIHABADWAI T LEWNMTEIN297A
anwmown1swan lUshn uazdns

FIGURE 7: BUSINESS OVERVIEW
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FIGURE 8: TANNING PREOCESS
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FIGURE 9: RAW HIDES FIGURE 10: WET BLUE
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FIGURE 11: REVENUE STRUCTURE FIGURE 12: SALES BREAKDOWN BY DESTINATIONS (2016)
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FIGURE 13: PROTEIN PLANT VISIT FIGURE 14: SCRAP LEATHER FOR PRODUCING PROTEIN
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FIGURE 15: RAW HIDE FOR PRODUCING FOOD GRADE PROTEIN FIGURE 16: CHROMIUM (AFTER PROCESSING OF LEATHER WASTE)
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FIGURE 17: REGRESSION ANALYSIS
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FIGURE 18: BALANCE SHEET SUMMARY
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FIGURE 20: CCV vs DOMESTIC CAR SALES
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FIGURE 21: AGRICULTURAL PRICE INDEX
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FIGURE 22: SWOT ANALYSIS

Strengths Weaknesses

1) More than 70 years of experience 1) High labor turnover

2) Quality guaranteed by LWG Gold Rate, 1ISO 2) Wage hike

3) Allin one service 3) High revenue intensive in the automobile industry
4) Vertical integrating strategy

5) High-skill workers

Opportunities Threats

1) Growing demand for tanning industry 1) Competitions from other countries
2) Government support 2) Raw material price fluctuations

3) Rising trend for using genuine leather in cars 3) Currency fluctuations

Source: IHL, UOB Kay Hian
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PROFIT & LOSS BALANCE SHEET

Year to 31 Dec (Btm) 2016 2017F 2018F 2019F Year to 31 Dec (Btm) 2016 2017F 2018F 2019F
Net turnover 1,943 2,211 2,605 2,852 Fixed assets 1,754 2,154 2,178 2,206
EBITDA 411 509 630 712 Other LT assets 13 13 13 13
Deprec. & amort. 148 170 175 173 Cash/ST investment 56 9 218 438
EBIT 263 339 455 539 Other current assets 917 995 1,148 1,238
Total other non-operating income (3) 0 0 0 Total assets 2,740 3,170 3,557 3,895
Associate contributions 0.0 0.0 0.0 0.0 ST debt 831 649 741 808
Net interest income/(expense) (36) (42) (43) (42) Other current liabilities 264 265 316 331
Pre-tax profit 224 297 411 497 LT debt 352 751 701 601
Tax (33) (33) (45) (55) Other LT liabilities 19 20 22 23
Minorities 0.0 0.0 0.0 0.0 Shareholders' equity 1,274 1,485 1,778 2,131
Net profit 191 264 366 442 Minority interest 0.0 0.0 0.0 0.0
Net profit (adj.) 194 264 366 442 Total liabilities & equity 2,740 3,170 3,557 3,895
CASH FLOW KEY METRICS

Year to 31 Dec (Btm) 2016 2017F 2018F 2019F Year to 31 Dec (%) 2016 2017F 2018F 2019F
Operating 543 183 440 540 Profitability

Pre-tax profit 224 297 411 497 EBITDA margin 211 23.0 24.2 25.0
Tax (33) (33) (45) (55) Pre-tax margin 115 134 15.8 174
Deprec. & amort. 148 170 175 173 Net margin 9.8 11.9 14.1 155
Associates 0.0 0.0 0.0 0.0 ROA 7.1 8.9 10.9 11.9
Working capital changes 201 (251) (102) (75) ROE 15.9 19.1 224 22.6
Non-cash items 3 0 0 0

Other operating cashflows 0 0 0 0 Growth

Investing (317) (569) (199) (199) Turnover (15.3) 13.8 17.8 9.5
Capex (growth) (320) (570) (200) (200) EBITDA 23.7 23.8 23.9 12.9
Capex (maintenance) 0.0 0.0 0.0 0.0 Pre-tax profit ()] 325 38.7 20.7
Investments 0.2 0.0 0.0 0.0 Net profit (5.2) 38.0 38.7 20.7
Proceeds from sale of assets 0 0 0 0 Net profit (adj.) 62.1 36.2 38.7 20.7
Others 2 1 1 1 EPS 62.1 36.2 38.7 20.7
Financing (201) 338 (32) (121)

Dividend payments (50) (50) (50) (50) Leverage

Issue of shares 70.0 0.0 0.0 0.0 Debt to total capital 92.9 94.3 81.1 66.1
Proceeds from borrowings (151.2) 390.8 416 (32.5) Debt to equity 92.9 94.3 81.1 66.1
Loan repayment 0 0 0 0 Net debt/(cash) to equity 88.5 93.7 68.8 45.6
Others/interest paid (70.0) (3.1) (23.5) (38.7) Interest cover (x) 11.4 12.1 14.6 16.8
Net cash inflow (outflow) 24 (48) 209 220

Beginning cash & cash equivalent 32 56 9 218

Changes due to forex impact 0 0 0 0

Ending cash & cash equivalent 56 9 218 438
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Disclosures/Disclaimers

This report is prepared and/or distributed by UOB Kay Hian Pte Ltd (“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 intended for distribution, publication to or use by
any person in any jurisdiction outside Singapore or any other jurisdiction as UOBKH may determine in its absolute discretion, where the
distribution, publication 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.

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report in any event
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.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES

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

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
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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.

Analyst Certification/Regulation AC

As noted above, 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
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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.
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