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On The Cusp Of a Golden Era

In 2018, Thailand would see structural change towards a new economy, led
by political, economic and corporate earnings expansion, as well as growth
in infrastructure, new S-curve industries, and rising consumption. Our 12-
month SET Index target is 1,909 pts (+14.5% vs 2017), driven by:

1. Election roadmap to be held in Nov 2018 — we believe the country would
gain even more stability and investor confidence. This event should
attract foreign and local direct investment, while the capital market
should be more active compared to 2017. Based on previous elections,
we expect significant fund inflows into the Thai market, with the SET
index projected to gain more than 100 points during the four months in
the lead up to the elections;

2. Fundamental improvements. GDP growth is gaining momentum and is
expected to rise further, supported by previous and ongoing
infrastructure project biddings, and continuous economic stimulus. We
expect corporate earnings to continue to expand by 11.1% in 2018.

Stepping towards an election roadmap in Nov 2018. The 20™ constitution was
approved by referendum in Aug 2016, and endorsed by King Rama X in April. It
constrains the power of future democratically-elected governments with the
establishment of a 250-seat senate appointed by the military. The 500 seats in
the lower house of parliament would be elected through a modified proportional
representation system. Based on recent polls, despite declining popularity of the
current military Government, PM Prayuth Chan-Ocha still has the support to
retain his position. We expect the upcoming elections to attract foreign direct
investment (FDI) and equities flow.

Economic structural change. In 1990-2000, structural changes resulted in an
industrial-based (labour-intensive) economy (from agriculture-based), which
focused on the export of goods and services. Thailand’s GDP grew strongly by
an average of 8.6% pa in 1990-1996 before the economic crisis of 1997-1998.
The golden years of Thailand’s export sector were during 1999-2007, with
average export growth of 8.8% pa and average GDP growth of 4.4% pa. Looking
into 2015-2020 — and with political stability — the Government is to utilise fiscal
stimuli to spearhead the economy, injecting USD51bn in infrastructure spending
over the next five years. The revival of the Eastern Economic Corridor (EEC)
initiative with 10 new S-curve industries as Thailand’s future sectors — which
would put the country onto a high technology base — would entail total
investment of USD43bn during 2017-2021. Excluding the overlapping investment
of G-infrastructure projects and the EEC, the total investment would be
USD80.8bn during 2015-2022. This should increase GDP growth to a full
capacity rate of 5-6% within five years.

Consumption to escalate. Looking at the bigger picture, we foresee domestic
consumption growing stronger driven by domestic factors: 2018 would be the
year of celebrations for the Royal Coronation of King Rama X, lower household
debt, better farm incomes and recovery in exports. Tourist consumption would be
driven by the fact that Thailand is set to be a key holiday destination. We expect
the number of inbound tourists to continue to reach new highs at 37m visitors
projected in 2018 (+6% from 35m in 2017), and tourism income growing strongly
by 10% in 2018 (two-thirds of which would come from international visitors).

P/E (x) PIB(x)  Yield (%)

% Upside

Company Name Rating Price Target (Downside) Dec-18F Dec-18F Dec-18F
Amata Corporation BUY THB25.50 Under review Under review 18.4 2.1 2.2
Bangkok Dusit Medical BUY THB21.30 THB24.00 12.7 37.1 5.6 16
Berli Jucker BUY THBS58.50 Under review Under review 33.8 2.1 15
CP ALL BUY THB74.50 THB82.00 10.1 28.8 9.8 1.7
Golden Land Property BUY THB8.40 THB10.50 25.0 135 13 3.7
Kasikornbank BUY THB228.00 THB251.00 10.1 12.7 1.4 1%
Malee Group BUY THB37.75 THB48.50 285 19.1 5.6 2.7
Minor International BUY THB42.25 THB47.00 11.2 27.2 3.8 12
Namyong Terminal BUY THB6.15 THB7.10 15.4 20.3 2.0 4.1
Sino-Thai Engineering & ConstructioBUY THB22.80 THB30.00 31.6 285 2.8 1.7
Supalai BUY THB23.40 THB28.00 19.7 7.6 15 5.0
The Platinum Group BUY THB8.15 THB10.30 26.4 26.0 225]

Source: Company data, RHB
See important disclosures at the end of this report 0
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Last 12m Earnings Revision Trend: Neutral

SET Index closed 1,738.19 pts  (+12.7%YTD)

2017 SET target (5-year average 17.5x) 1,718 pts
2018 SET target (5-year average 17.5x) 1,909 pts
SET'’s financial ratio
Key Inputs 2013 2014 2015 2016 2017E  2018E
Return on Equity ~ 13.8% 112%  9.8% 12.0% 123% 12.7%
Dividend payout  53.0% 53.0% 53.0% 53.0% 53.7% 192.9%
EPS (THB) 8651 7392 6853 9029 9655 107.28
EPS growth 18% -14.6% -7.3% 317% 69% 11.1%
BV (THB) 6384 669.0 7073 7563 7830 8367
Dividend yield 35% 2.6% 28% 3.1% 30%  34%
P/E (¥) 1501 2026 1879 1709 1755 1579
P/BV () 203 224 182 204 216 2.03
SET index (pts) 1299 1,498 1,288 1543 1718 1,909
SET/Marketreturn ~ -6.7% 153% -14.0% 19.8% 113% 11.1%
Dividend yield 35%  2.6% 28%  3.1% 3.0%  34%
Total return 32% 17.9% -112% 22.9% 14.4% _ 145%
Source: RHB
Annual net buy/sell by foreign investors
(THE m)
150,000 118,542
100,000 . 83446 BT g 308 77,909
5 95018
so000 0" 30,227 - J 38 23] J J
12,267 14,338 2
T Gl IR B B T I
v | oaosy | I
-50,000
-100,000 !
-150,000
=200,000
-250,000
AREESEEEEEEEEREREEEENN
Source: RHB
Annual net buy/sell by local institutions
(THE m)
120,000
108,163 96,014
100,000 70,064
0,000

1,42
£0.000 45,177
40,000 19,573
13,701
20,000 6256 3780
N [ el T

(2 333]
| I @

|
553)

-20,000
-40,000 (22,453
-£0.000

Source: Bloomberg

Analyst

Kasamapon Hamnilrat :
+66 2088 9739 -
kasampon.ha@rhbgroup.com

Analyst

Chatree Srismaicharoen e
+66 2088 9743 =
chatree.sr@rhbgroup.com ks ‘



http://www.efa.biz/
mailto:kasampon.ha@rhbgroup.com
mailto:chatree.sr@rhbgroup.com

Table of Contents

Thai MArket's 2018 OULIOOK .........uiiiiiiiieiii ittt a bttt e et oo h bt oo e bt e o s b e e e et e st e e e et e e st e e e et et e e s e et e e s e e e e e nane s 3
THEMALIC 1: PONIICAI CRANGES ... eiiiii ittt ettt e oottt e e e e ettt e et e e e e e e s st b e et e e e e e e s as e b e ee e e e e e e sstaseeeeee e e s stasbaeeeeeesassstaaneeeeesannnees 3
Thematic 2: Structural ECONOMIC CRANGES .......oiuiiiiiiie e ettt ettt e e oo ettt e e e e s et e et e e e e e e s s tbeseeeeeeesstbaeeeeeeessastsssaeaeeessassstaaeeeeeesansnneen 5
Thematic 3: INfrastruCtUre/LandSCaPE/LOGISTICS .. ..uuuiiiieeiiiitiie et e et ee ettt e e e e e ettt e e e e e e sttt e e e e e s s s tb e et eeeeessastaseeeaeeessastsssaeaeeessassstsaeseeessannnneen 6
Thematic 4: S-CUrve & NEW S-CUIVE INAUSTIIES ........ueiieiiiiieiiii ettt e e et e e as et e et e ek et e e as et e e e e e e et e e e e e e e naneeas 8
Thematic 5: CONSUMPLION PICKING U ...oeiiiiiiiiiiiii ettt e e a et oo e et e e ek et e ekt e e et e e ettt e e s et e e nnneeeeanreeennnes 20
SET’S Earnings CONtINUE TO EXPAING .....c...uviiiiiiiiiiieie ettt e e ettt e ettt e 4ok e e e e e s et e et e e a4k et e e sttt e st e e st et e e ennn e e e nanne s 21
SET’S Valuation & DEVIATION IMBIIIX.......ceiiriieiiiiii ittt e et e et e e ea et e ekt e 4okt e e e s et e et e e e ek et e e st e e e n et e e st e e e e enne e e e nann e s 21

(o] To B =Tq B @] o] oo ¢ (U101 1TST PSR POP T PPPRPR 28
Property Sector's 2018 OULIOOK: OVERWEIGHT ..ottt e ettt e et e e ettt e et et e e st e e et e e e e e e nanees 29
Property Sector's MaCrOECONOIMIC DALA ...........uuieiiiiii ettt e ettt e et e ettt e et bt e e as et e e s et e e e s et e e asE et e e s et e e nsne e e e et et e e s e e e nanne s 31
Consumer (Retail) Sector’'s 2018 OULIOOK: OVERWEIGHT .......ooiiiiiiiiit ettt e e e e e s st e e e e e e s st b e e eaeeesaasaaraeaeeeseannnnees 32
A Better OUHOOK FOr TR RETAIIETS. .....c..iiiiiiiiii ettt ke bbbt bt e bt e e bt e b et bt ettt e ket e ebe e e sbeeennee e 33
Tourism Sector's 2018 OULIOOK: OVERWEIGHT ..ottt ettt ekttt b ettt s bt et bt esen e et e sene e e 35
Thai Tourism To ContinUe ChartiNg NEW HIGNS .. ..uuiiiiiiiiiii ettt e e e e s e ettt e e e e e e s et b e e e e e e s easbabeeeeeeseassatbaeeeaeenannsnnes 36
Media Sector's 2018 OULIOOK: UNDERWEIGHT ..ottt ettt e e ettt e et e e st e e e e e e e e e e nenees 38
Transportation Sector's 2018 OULIOOK: NEUTRAL ......coiiiiiieiiiit ettt e e ettt e ek e e e et e e et et e s s et e e nnne e e e et e e e nnnes 39
Oil & Gas Sector's 2018 OULIOOK: OVERWEIGHT ......coiiiiiiiiiie ittt ettt e e e e ekt e e st e e s e e st e e s e e nanees 40
FOCUS SWItChES TO GraSSIOOS ECONOMIY.....ci.uriieiiiiiieiieiee sttt e e ettt e et e skt e e as ket e ek e e e ek et e e as et e e e et e e e e e b et e e es et e e s et e e nnne e e e antr e e e e e e e e nnnne s 44
Inflation Picks Up More Gradually Than EXPECIEU .........uiiiiiiiiiiiiiiii ettt e et e e e e et e e e e e e e et e et e e e e s e aa b b e e e eaeeessstbaeaeaeeessnnsanraeaeas

THB To Moderate Against USD, No Change To Interest Rate




Thal Market’s 2018 Outlook

Structural changes towards a new economy

Figure 1: Five steps to a new economy
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Thematic 1: Political Changes

General election to be held in Nov 2018

History of Thailand’s democracy in brief:

iv.

Started in 1932 (86 years to-date);
29 prime ministers since the start of Thailand’s democratic period;
13 successful military coups — the most recent was in 2014;

The 20th constitution was approved by referendum in Aug 2016 and endorsed by
King Rama X in April. It constrains the power of future democratically-elected
governments with the establishment of a 250-seat senate appointed by the military.
The 500 seats in the lower house of parliament would be elected through a modified
proportional representation system.

Expectations for the upcoming election in 2018:

Vi.

According to polls, despite the declining popularity of the current military Government,
current Prime Minister Chan-Ocha still has the support to retain his position;

. New constitution (anti-corruption);

iii. New faces in the new Government from either of the three political players — the

military, Democrat Party or Pheu Thai;
Social stability to remain intact;

To gain foreign investors’ confidence and improve business sentiment;

To attract fund flows, ie FDIs, fund flows into the equities market, etc. Private
investments are expected to become more active.

Consumption

Year of celebration —
The Royal Coronation of
King Rama X

Tourism booming
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Figure 2: Political polls

Thailand Strategy

Political polls

Popularity of Thai Political Party 2017 Jan’17 Sep’16
(Bangkok Poll as of January 2017)
+ DemocratParty (+0.6%) 17.5% 16.9%
+ Peur Thai Party (+0.4%) 15.3% 15.7%
+ Chartthaipattana (+0.7%) 1.9% 1.2%
+ Undecided (-3.1%) 60.0% 63.1%
Continue to support General Prayuth Chan-Ocha Jul17 Jan’17 Sep16
as the next Prime Minister?
+ Yes (+3.2%) 78.4% 61.8% 58.6%
+ No (-3.9%) 9.0% 17.9% 21.8%
+ Neutral (+0.7%) 12.6% 20.3% 19.6%
Sources: SuperPoll  BKK Poll BKK Poll
Expectations of the General Chan-Ocha’s new Nov’17
cabinet (Bangkok Poll as at November)
+ Improving the economy, social security and 61.6%
standards of living 48.6%
+ Governance 47 9%
+ Transparency 40.1%
+ Clear election roadmap 51.4%
+ Elections to be on the roadmap 61.2%
Government shouldlift the ban on political
activities
The nextelection should be held (Bangkok Poll Nov’'17
as at November)
+  When the country is ready 70%
+ Asplanned in the road map 30%
Source: Super Poll, Bangkok, and RHB
Key political events vs the SET Index
Figure 3: General elections should favour the market
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General elections vs foreign equity flows

Statistics show that the SET Index gained in the four months leading up to an election, but
fell two months later.

Figure 4. Record of past impact of political elections on the SET index

4 months prior election SET Index (pts) Foreign SET Index (pts)

Political Events (2001 - present Gainf/Loss . Flows 2 months

( P ) Start End Low High « up S
General eletcion (Feb 6, 2005) Oct-04 Feb05 118 746 109,784
Yellow Shirts uprising Jun-04 Sep-06 211 577 788 273,790
Coup d'etat against -Thaksin 19-Sep-06  25-Sep-06 18 679 697 11,118
General eletcion (Jan 29, 2008) Sep07  Feb08 19 729 925 92
Yellow Shirts - seizure of 8-Now08  12-Dec-08 99 380 479 (21,640)
Suvannabhumi Airport
Red Shirts - seizure of Ratchaprasong Apr-10 May-10  -106 714 820 (42)
General eletcion (Jul 3, 2011) Mar-11 Jul-11” 152 984 1,136 220
PDRC protest against Yingluck Aug-13 Apr-14  -221 1,206 1,427 (142,694)
Yingluck dissolved Pariament Apr-14 May-14  -106 1,287 1,393 (19,888)
Coup d'etat against - Yingluck 21-May-14  22-Jun-14 124 1,370 1,493 (36,425)
Constitution Referendum May-16  Aug-18 207 1,351 1,558 EITXEN 62

Source: RHB, SET Smart

Thematic 2: Structural Economic Changes

The new future growth
In 1990-2000:

i. Structure changes into an industrial-based economy from an agriculture-based one,
focused on the export of goods & services;

ii. Labour-intensive structure given low-wage competitiveness;

iii. Industries applied mid- to low-end technologies eg electrical appliances, textile, and
processed agricultural products;

iv. GDP grew at an average of 8.6% pa during 1990-1996;

v. Economic crisis in 1997-1998;

vi. The golden years of Thailand’s export sector was during 1999-2007, when exports
grew by an average 8.8% pa (average GDP growth was 4.4% during 1999-2007).

Figure 5: The 10 new industries
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In the future (2015-2020):
i. Political landscape to become more stable;

ii. 10 new S-curve industries in Thailand would be be gearing towards a value-based
economy, with innovation, technology, and creativity;

iii. Toincrease economic growth rate to 5-6% within five years;

iv. Fiscal stimulus would be used to spearhead economic growth, with plans to inject
USD55bn in infrastructure spending for over the next five years;

v. Better Board of Investment (BOI) privileges in order to draw in foreign and local direct
investments;

vi. Revival of the EEC — the strategic geographic centre for the Cambodia-Laos-
Myanmar-Vietnam (CLMV) and ASEAN regions;

vii. New transportation/logistics hubs in Thailand and regionally.

Thematic 3: Infrastructure/Landscape/Logistics
Big picture: Thailand’s place in China’s Belt and Road (BAR) initiative

Figure 6: Why the EEC?
-7 | Combined GDP of East Asia,

South Korea  Japan ~ ASEAN, CLMYV, India region
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Toupd To US %
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To Oceania @

Source: Royal Thai embassy

Figure 7: Actual infrastructure bids in 2016-2017

Thailand Strategy

Tentative tlmellne Distance Project value

e Orange Line MRT (Min Buri to Cultural Centre) Oct-16
e Pink Line MRT (Mln Buri to Pak Kret) Nov-16
. Nov-16
2016 ¢ Suvarnabhumi Airport Expansion (Contracts No. 1 & 4) Jun-16
« Motorway: Bang Pa In to Nakhonratchasima May-16
« Motorway: Bang Yai to Kanchanaburi Apr-16
Total
« Suvarnabhumi Airport Expansion (Midfield Concourse (2"-4" floors) + Aug-17
connection to tunnel) Jun-17
¢ Rolling stock for Blue Line MRT (Hua Lamphong to Bang Sue) Sep-17
« Double track: Map Ka Bao to Jira (Contracts No.1 & 3) Sep-17
2017 « Double track: Prachuap Khiri Khan to Chumphon (Contracts No.1 & 2) Sep-17
« Double track: Lopburi to Paknampho (Contract No. 1 & 2) Aug-17
« Double track: Nakhon Pathom to Hua Hin (Contract No.1 & 2) Jul-17
« Double track: Hua Hin to Prachuap Khiri Khan Sep-17
¢ Gold Line MRT
Total
Source: RHB

See important disclosures at the end of this report
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Figure 8: Infrastructure bids expected in 2018-2019
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Tentative tlmellne Distance Project value

¢ Purple Line MRT extension (Tao Pun-Rat Burana) 1Q18
e Orange Line MRT (Cultural Centre-Taling Chan) 3Q18
¢ BTS extension (Samut Prakarn-Bang Pu) 4Q18
e Airport Rail Link extension (Phayathai-Bang Sue-Don Muang) 4Q18
e Expressway: Rama llI-Daokanong 1Q18
« Double track: Map Ka Bao to Jira (Contract No. 2) 3018

2018 < Signalling system for five routes of double-track railway 1Q18
¢ Double track: Paknampho to Den Chai 1Q18
« Double track: Jira to Ubon Ratchathani 1Q18
« Double track: Khon Kaen to Nong Khai 1Q18
¢ Thai-Chinese high-speed railway (Phase 1: Bangkok- Nakhon Ratchasima) 20Q18
* High-speed railway (Bangkok-Rayong) 2Q18
Total
¢ Blue Line MRT extension (Bangkhae-Phutthamonthon Sai 4) 2Q19
e BTS extension (Khu Khot-Lam Luk Ka) 3019
e Red Line MRT (missing link) 4Q19
¢ Red Line MRT (Rangsit-Thammasat) 4Q19
¢ High-speed railway (Bangkok-Hua Hin) 3019

2019 ¢ Motorway: Nakhon Pathom-Cha Am 3018
« Double track: Chumphon to Surat Thani 20Q19
¢ Double track: Surat Thani to Hat Yai 2Q19
« Double track: Hat Yai to Padang Besar 3019
* Double track: Den Chai to Chiangmai 1Q19
« Double track: Bang Phai-Nakhon Phanom 1Q19
* Double track: Den Chai-Chiang Khong 2Q19
Total

Source: RHB

FY17 was a year of disappointment in terms of new public infrastructure bids in Thailand,
with total project value of only THB105bn when compared to THB334bn in FY16. The
double-track railway projects dominated in FY17, with most of mass rapid transit (MRT)
project bids delayed.

However, we foresee better prospects in FY18 as we approach the political elections in
4Q18. As the pre-bidding processes for several MRT projects near the finalisation stage,
there would be lower chances for MRT projects to be delayed further, and we expect
bidding for the Purple Line extension to commence in 1Q18. FY18 would also be the first
year for the high-speed railway for Thailand, as from 21 Dec 2017, Thailand and China
jointly inaugurated the construction of a high-speed railway under the BAR Initiative, from
Bangkok to the North-eastern province of Nakhon Ratchasima.

The first phase of the railway would have 253km linking Bangkok with Nakhon
Ratchasima, which is the gateway to the North-eastern region of Thailand. The ground-
breaking ceremony confirms our view that this project is to be the first high-speed railway
for Thailand.

As such, the bidding value in FY18 should recover strongly from the low in FY17, with the
majority of public infrastructure bids to be distributed to the MRT, high-speed railway, and
double-track railway projects.

Sino-Thai Engineering & Construction (STEC TB, BUY, TP: THB30.00)
Market cap: USD1,145m Average turnover: USD6.29m

i. Sino-Thai Engineering & Construction’s (Sino-Thai) orderbook recently increased to a
new record-high of more than THB100bn — this was after the company won contracts
for three MRT lines (Orange, Yellow, and Pink);

ii. Sino-Thai is also qualified for — and could potentially win — new bids in 2018. These
include MRT extension lines and brand new high-speed railway projects;

iii. A stronger recurring net profit growth of 18% YoY for FY18 can be achieved, based
on the fact that construction work for three MRT lines would materialise in 2Q18;

iv. Sino-Thai's key advantage — being in a strong net cash position — supports the
upcoming influx of new infrastructure project potentials for the company, as well as its
investments in recurring-income businesses eg a 10% stake in Thai Solar Energy
and a recent 1.8% stake acquisition in Gulf Energy Development.

See important disclosures at the end of this report
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These investments would mitigate the risk of relying on the construction business. As
of September, the sum of cash on hand and short-term investments remained
abundant at THB5.6bn.

Valuation. 28.6x P/E for FY18F, equivalent to +1SD above its 8-year mean average.
Potential to win bids for:

i. Purple Line MRT extension;

ii. Orange Line MRT extension;

iii. High-speed railway.

Figure 9: Sino-Thai’'s forecasts and valuations

Figure 10: Sino-Thai's P/E and SD

Thailand Strategy

Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Total tumover (THBm) 18,331 17,953 19,685 22,365 25,896 PE (x) STEC TB /Forward PIE

Reported net proft (THBm) 1527 1,381 1,404 1,540 1,653 45.0

Recurring net profit (THBm) 1,156 901 1,037 1,221 1,432 40.0

Recurring net profit growth (%) (24.0) (22.1) 15.1 17.8 17.3 35.0

Recurring EPS (THB) 0.76 0.59 0.68 0.80 0.94 30.0

DPS (THB) 0.33 0.22 0.33 0.38 0.40 254

Recurring P/E (x) 323 415 36.0 30.6 26.1 200

P/B (x) 4.02 3.67 8132 3.03 2.78 .

PICF (X) na 265 6.4 439 16.4 180

Dividend Yield (%) 13 09 13 16 16 10.0

EV/EBITDA (X) 179 19.3 15.8 138 117 5.0

Return on average equity (%) 17.3 14.2 131 131 12.8 0.0 5 3 8 8 L S A A

Net debt to equity net cash net cash net cash net cash net cash 7 2 22T OTEYTREYTETRTEYEOTOI

Our vs consensus EPS (adjusted) (%) (19.3 (26.2) (27.2) & 3 ﬁ 3 ﬁ E ﬁ E & 3 ﬁ 3 & 3 ﬁ E ﬁ 5 ﬁ 3
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Thematic 4: S-Curve & New S-Curve Industries

First-tier new investments: automotive, aviation and robotics

Figure 11: 10 targeted industries under the EEC scheme
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Source: Eastern Economic Corridor Office

S-Curve and new S-Curve industries. Thailand 4.0 is one of the ultimate objectives
under the military Government. This is because it is an economic model that aims to
resolve several economic challenges from past economic models. To become Thailand
4.0, the economy, social welfare, people, and environment are equally emphasised.

For economic objectives that most investors focus on, Thailand’'s GDP growth rate would
be stimulated to 5-6% pa within five years, from the current 3-4% pa. Per capita national
income would more than double to USD15,000 pa by FY2032.

The method to cope with Thailand 4.0 should be more advanced than before, with
“Investment 4.0” being coined as a term under Thailand 4.0 for economic dimension.
Manufacturers are likely to shift to become value-oriented from volume-oriented, and the
importance of “economy of scale” would diminish inevitably. For the 10 targeted industries
that are to be promoted under the EEC, innovation is gaining its role as a key production
factor, while capital and labour would have less focus.

See important disclosures at the end of this report
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Three major components uphold the corridor:

i. Basic infrastructure. This component is a major pre-requisite in order to prepare the
availability of infrastructure, especially the transportation network. As Thailand is
located in the central part of the ASEAN region connecting Myanmar with Vietnam,
and China with Malaysia, a multi-modal transportation network, especially sea, rail,
and air transportation, would be the major focus for not only Thailand but also other
ASEAN member states as a whole.

There are five transportation projects prioritised under the Government's plan
including:

a. U-Tapao International Airport in Rayong,

b. High-speed railway projects including the project to link three international
airports and connect Bangkok with Rayong, which is one of three provinces
under the EEC;

c. A maintenance, repair, and overhaul (MRO) centre co-invested by Thai Airways
(THAI TB, NR) and Airbus (AIR FP, NR);

d. Deep sea ports including Laem Chabang in Chonburi and Map Ta Phut in
Rayong;

e. Research centres for the 10 targeted industries including Eastern Economic
Corridor of Innovation (EECIi) and Digital Park Thailand (EECd);

i. Law and regulations. The EEC Act is the master law to be applied in three
provinces (Chonburi, Rayong, and Chachoengsao) and would govern investment
activities especially in the ten targeted industries. One major objective of this Act is to
facilitate FDI into Thailand and help shorten the pre-investment period.

The Government has initiated the EEC track that would take 8-10 months or half of
the public-private partnership (PPP) fast-track period normally seen in ordinary public
construction projects under the PPP model;

iii. Benefits and privileges. The objective of EEC is to stimulate FDI inflows into
Thailand especially from high-technology industries with bright prospects. Therefore,
the benefits and privileges provided to these industries must be more superior than
ordinary industries. Tax holidays with a maximum period of 15 years should be a key
feature within this EEC package and more attractive than Indonesia’s and Vietnam's.

Even before the enforcement of the EEC Act, the Government has successfully raised the
attractiveness of Thailand in the eyes of FDI investors and we believe this should be in
preparation for the EEC era.

Based on the World Bank’s ease of doing business database, Thailand’s rank has climbed
significantly to no.26 among countries around the world from no.46 previously. Although
Thailand’s rank remains at No.3 among ASEAN member states behind Singapore and
Malaysia, the gap between Thailand and Malaysia has become smaller.

At this juncture, there is another opportunity for Thailand to benefit from EEC, as there
have been clear signs of FDI inflow from China and Hong Kong since 2016, mostly
notable in the electronics and auto parts sectors. We believe that after the enforcement of
the EEC Act, FDIs from China and Hong Kong may outpace FDIs from Japan, which has
been the No.1 FDI source for Thailand for a long time.

Among the 10 targeted industries, we expect several industries including electric vehicle
(EV), robotics, and food for the future to be able to grow easily in Thailand.

See important disclosures at the end of this report
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RHB &



New version of Thailand 4.0 is meaningful

THAILAND 4.0

Prosperity, Security, Sustainahility

Innovative/Value-based Industry

m ,,,,, £ High Income Country

= Thailand 3.0
) a— R Heavy Industry
Thailand 2.0 ----- ; Middle Income Trap

Light Industry
Thailand 1.0 -...¢ :
Agriculture

Inequality & Imbalance
—_——————

Note: “Thailand 4.0 is an economic model that aims to unlock the country from several economic challenges that
resulted from past economic development models, which placed emphasis on agriculture (Thailand 1.0), light
industry (Thailand 2.0), and advanced industry (Thailand 3.0). These challenges include a middle income trap, an
inequality trap, and an imbalanced trap.”

Source: Eastern Economic Corridor Office

Figure 13: The four objectives of Thailand 4.0
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* Create a value-based economy
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= Create a society that moves
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* Reduce social disparity to 0.36
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= Transform into a social welfare
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* Develop at least 20,000
households into “smart
farmers” within five years

Source: Eastern Economic Corridor Office, RHB

EEC is a key component for Thailand 4.0

Figure 14: Investment 4.0
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Figure 15: Thailand 4.0
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Embedded technology Digital & Internet of Things (IOT)
Service design & technology Creative, culture and high value services

Source: Board of Investment

First pillar to uphold the corridor: Basic infrastructure

Figure 16: Major projects under the EEC scheme to be invested by public and private sectors

PUBLIC AND PRIVATE INVESTMENT:

Totalling at least 1.5 trillion baht in the first five years New cities/haspitals

400 billion baht
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200 billion baht

Map Ta Phut port /|
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Laem Chabang
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88 billion baht

35.3 billion baht

High-speed train - . Double-track railway
168 billion baht 64.3 billion baht
Source: EEC Office POISTgtaphics

Source: Bangkok Post

Investment in the EEC

i. Total investment value of THB1.5trn (USD44bn) for a 5-year period of investment
(FY17-21);

ii. Multi-modal transportation network — including land, sea and air — to be a key focus of
infrastructure investment;

iii. EEC scheme to be applied in three provinces in the eastern region of Thailand, ie
Chachoengsao, Chonburi, and Rayong, with a combined area of 30,000 rai (48m sq
m) and representing 20% of the kingdom’s overall GDP;

iv. Prime location for regional connectivity — able to link the Dawei deep-sea port in
Myanmar to Sihanoukville Port (Cambodia) and Vung Tau Port (Vietnam);

v. Most prioritised investments include the U-Tapao International Airport, a high-speed
railway, an MRO centre for the aviation industry, Map Ta Phut Port, Laem Chabang
Port, the EECIi, and EECd;

vi. Other projects include new cities and tourist attractions within the EEC area, which
are to be developed in tandem with the transportation network

See important disclosures at the end of this report 11 R"B.



Second pillar: Laws and regulations
Figure 17: EEC track is expected to shorten the processing period by half
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Source: CH Karnchang

i. EEC Act to be an essential law applied in the three respective provinces, ie Chonburi,
Chachoengsao, and Rayong, in order to attract FDI inflows into the 10 targeted
industries — this law would only be applied by the EEC Development Committee
chaired by Prime Minister Chan-Ocha;

ii. One-stop investment centre to be established to facilitate procedures for FDI
investors — this is in order to conform with laws and regulations set under the EEC
Act, and accelerate the processes before approvals.

Third pillar: Benefits and privileges
Benefits under the EEC scheme:

i. The exemption of corporate income taxation is to be granted for up to 15 years
instead of the current maximum of eight years;

ii. Maximum personal income tax rate of 17% for management, investors and experts;
iii. 5-year business visas;
iv. Land lease for 50 years plus another renewal term of 49 years;
v. International trade using foreign currencies without exchanging into THB;
vi. 3-month PPP procedure;
vii. Fast-tracked environmental impact assessments (EIAS).

Figure 18: EEC's privileges and benefits
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The EECi
Objectives of the EECi:

i. To conduct research on technologies and innovations that can be applied to the 10
targeted industries;

ii. To transfer new technologies and know-how to the private sector to develop the 10
targeted industries;

iii. To connect R&D knowledge between Thailand and foreign countries.
Figure 19: The EECi

Sriracha Chonburi. Itis
owned by MOST with
120 rai of land set aside
to be the centre for
Space Krenovapolis, as
well as to focus on the
aerospace industry

Space Krenovative Park Space Krenovapolis
(SKP) located at

Ground station and
operations support

Maritime solutions
Agricultural solutions

Navigation and
location-based services

is owned by the PTT Group —
there is 2,000 ras of land )
available for co-development - gummgon
between the Ministry of = Intell
Science and Technology ; lg'Te enk syaes
(MOST) and the group to = Sensors
focus on Aripolis and Biopolis = Big data

= |CT security

Source: RHB, Eastern Economic Corridor of Innovation

ety

Smart agriculture
Nutraceutical
Bio-fuel

Bio-energy
Bio-plastic
Bio-matenal
Bio-chemical
Bio-medical
Bio-pharmaceuticals




The EECd
Figure 20: Digital Park Thailand or EECd

‘A new economic cluster aiming to be the destination for digital global players
and business innovators to INVEST-WORK-LEARN-PLAY together in the digital
park under the accountability of CAT Telecom.”

= Toenhance the capabilities of = Toincrease digital technology start-ups
Thailand's digital industry so that it a rate of 100 new entrepreneurs pa
can be one of new S-curve = To offer 100,000 new digital workers pa
industries = Toraise new investments in digital
* To attract FDIs and promote the industry by THB50bn pa
kingdom as a Centre for the Digital = To rely more on local content and less
Economy (CoDE) on imports of smart electronic parts and
* To promote digital technology start- robotics by THB80bn pa
ups = To multiply the growth rate of ASEAN
* To develop a digital workforce trade

= To be a regional hub for the digital
industry in terms of expertise,
entrepreneurship and IT
development

Investments

= 70% from the private sector for the development of the digital industry
and infrastructure in order to service the whole country
= 30% from the public sector for infrastructure within the EECd

Source: Digital Park Thalland
709-rai land plot located at Sriracha Chonburi

Source: RHV, Digital Park Thailand

Progress of major EEC projects

Figure 21: The third commercial airport: U-Tapao International Airport

U-Tapao International e  Phase 2 of U-Tapao International Airport’s expansion — which is set to increase annual passenger
Ai rt capacity to 3m from 800,000 — has been completed in terms of the construction phase. It is
irpo expected to begin commercial operations soon

. For the near-term plan to increase the airport’s efficiency, a new taxiway and runway, MRO centre
(co-invested by Thai Airways and Airbus), and an air cargo centre are undergoing design processes
and are slated to begin the construction phases in mid-FY18

. 6,500 rai of land within the airport is available for future developments, which include a regional
aviation hub that is currently undergoing the master plan preparation and feasibility study processes.
These processes are likely to be completed within mid-FY18

e This project is poised for investment under the PPP methodology, with an estimated investment cost
of about THB300bn (72% for the high-speed railway project and 28% for commercial projects within
the rail network’s major stations)

e Project period: 30-50 years

e Key timelines for the project:
o0 To invite PPP investors in Jan 2018;

To propose terms of reference (TOR) in Feb 2018;

To sign the PPP contract in Aug 2018.

To begin commercial operations in FY23.

Source: RHB
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Figure 23: Laem Chabang Port_

Source: Map Ta Phut Port

Thailand Strategy

Total investment cost for Phase 3 is THB141bn (40% for infrastructure construction and 60% for
the operating concession) under a PPP. This is in order to increase annual capacity to 18m TEU
(from 11m TEU currently), and raise the port's world ranking to within the Top 10 mark from 22nd
currently;

The current process is under the environmental health impact assessment (EHIA) study process,
which should be finished in May 2018;

Construction period is expected to take four years, while the period of selecting the port operator is
three years. Currently, there are several strong interest from Chinese investors for the port operator
concession;

Phase 3 is slated to begin commercial operations in FY25.

Total investment cost for Phase 3's infrastructure construction is THB10bn. This is being
undertaken to increase the port’s capacity to handle natural gas and other raw materials for the
petrochemical industry by 19m tonnes pa within the next 20 years;

The project is also under a PPP, where the private sector would be responsible for the operation of
the concession;

Key timelines for the project:

o To invite PPP investors in Jun 2018;
o0 To propose the TOR in Jul 2018;

o To sign the PPP contract in Feb 2019;
0}

To begin commercial operations in FY24.

Major industrial estate players in the EEC area

Figure 25: Location of major industrial estates in EEC’s three provinces
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EEC to benefit several sectors

Thailand Strategy

Figure 26: First-tier beneficiaries include industrial estates as well as utility and logistics services providers

Sector

Industrial estates

Utility services

Logistics

Construction

Residential

Construction materials

Source: RHB

Reason

Before the EEC, sales performances of industrial land players had become weak due to intense
competition within the industry and buyers’ bargaining power. The EEC's location in Thailand’s
eastern region has also remained more popular than the central region;

The leased factory space business has also been slow, and developers have tried not to
increase the supply of new factory spaces, especially in the central region;

Large developers have expanded their businesses internationally — mostly in neighbouring
countries — with GDP growth and FDI inflow prospects stronger than Thailand’s;

After the EEC, the industry should improve in terms of industrial land sales, especially from FDIs
in the 10 targeted industries. Demand for locations in the kingdom'’s eastern region would also
improve even more.

This is the critical recurring income stream that industrial developers are likely to enjoy after land
sale transactions;

Demand for electricity and water is set to increase significantly in the eastern region, where the
supply of water is more limited than that in Thailand’s central region;

New investments in industrial estates should be a key driver for utilities demand in the near
term, while new residential & commercial projects are likely to provide additional demand in the
next phase.

The expansion of rail, road, sea, and air transportation projects in Chonburi and Rayong ought
to support logistics activities, which should rise in tandem with higher trade volumes, especially
for targeted industries;

In the long term, the EEC could play a regional centre role in connecting the Andaman and
South China seas, which could multiply trade volumes.

New project developments under the EEC initiative is a mix of project sizes, which can be
shared by all small-to-large construction companies;

Large construction companies should have the potential to land large-scale projects, including
the high-speed railway and future expansions of U-Tapao International Airport.

The EEC area is likely to be a new blue ocean market for residential businesses. Currently, only
a few SET-listed companies have expanded into this area with new projects;

As three provinces in EEC are ranked in Thailand’s Top-5 in terms of GDP per capita,
purchasing power is a key factor for residential developers to consider.

Higher construction activities in the EEC ought to lead to stronger demand for cement and steel;
In addition to public transportation projects, new city developments in three provinces should be
the major demand driver from the private sector side.

China and Hong Kong’s FDI catching up with Japan’s

Figure 27: FDI inflows into Thailand
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Figure 28: FDI from China and Hong Kong to catch up with
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Thailand ranked third in ASEAN, 26™ among 190 countries —a jump from its 46" ranking last year

Figure 29: World Bank’s database on ease of doing business
DB DB
2018 DTF DTF 2018 DTF DTF
Rank | Economy score change | Rank | Economy score  change
1 | New Zealand 8655 -0.18 65 | Albania 6870 +0.96
2 | Singapore 8457 +004 66 | Bahrain 68.13  +0.01
3 | Denmark 8406 -0.01 67 | Greace 6802 .01
4 | Korea, Rep. 8392 000 68 | Vietnam 6793 +2.85
5 Hong Kong SAR, China 8344 +0.29 69 | Morocco 67.91 -0.03
6 United States 8254 -001 70 | Jamaica 6727  +1.57
7 | United Kingdom 8222 -0.12 71 | Oman 6720 .08
8 | Norway 8216 -0.25 72 | Indonesia 6647 +2.25
9 | Georgia 8204 +212 73 | El Salvador 6642 +3.54
10 | Swaden 8127 +003 74 | Uzbekistan 6633 +4.46
11 | Macedonia, FYR 81.18 -021 75 | Bhutan 66.27  +1.06
12 Estonia 8080 +0.05 76 | Ukraine 65.75 +1.90
13 | Finland 8037 -0.11 77 | Kyrgyz Republic 6570  +H.54
14 | Australia 80.14 000 78 | China 6529  +0.40
15 | Taiwan, China 8007 +041 79 | Panama 6527  +1.25
16 | lithuania 7987 +1.05 80 | Kenya 6515 +2.59
17| Ireland 7951  -019 81 | Botswana 6494 .07
18 | Canada 7929  -0.09 82 | South Africa 6489 .08
19 | latvia 7926 -0.79 83 | Qatar 6486 +0.61
20 [ Germany 7900 -0.19 84 | Malta 6472 .43
21 | United Arab Emirates 7873 +187 85 | Zambia 6450 +3.92
22 Austria 7854 -0.15 86 | Bosnia and Herzegovina 6420 +0.42
23 | Iceland 7850 +0.01 87 | Samoa 6389 +2.06
24 | Malaysia 7843 +096 88 | Tunisia 6358 .20
25 Mauritius 7754 +209 89 | Tonga 6343 +1.50
26 | Thailand 7744 +568 90 | Vanuatu 6308 .02
27 | Poland 7730 +0.18 91 | St Lucia 6288 +0.01
28 | Spain 7702 000 92 | Saudi Arabia 6250 +2.92
29 | Portugal 76.84 -0.14 93 | San Marino 6247  0.03
30 [ Czech Republic 76.27  +0.03 94 | Uruguay 61.99 .35
31 [ France 7613 -0.06 95 | Seychelles 6141 +1.01
32 | Netherlands 7603 +051 96 | Kuwait 6123  +1.52
33 | Switzerland 7592 +0.19 97 | Guatemala 61.18 043
34 | Japan 7568 +0.07 98 | Dominica 6096 +0.34
35 | Russian Faderation 7550 +081 99 | Dominican Republic 6093 +2.52
36 | Kazakhstan 7544 +1.06 100 | India 6076 +4.71
37 | Slovenia 7542 +099 101 | Fiji 6074 .04
38 | Belarus 75.06  +0.55 102 | Trinidad and Tobago 6068  -0.19
39 | Slovak Republic 7490 -025 103 | Jordan 6058 +2.38
40 Kosovo 7349 +4.98 104 | Lesotho 6042 +0.54

Source: The World Bank

Amata Corp (AMATA TB, BUY, TP: THB26.00)
Market cap: USD792m Average turnover: USD5.9m

After the enforcement of the EEC Act, the overall industry is likely to benefit from FDI
inflows into the 10 targeted industries. All of Amata Corp’s (Amata) industrial estates
in Thailand are located in relevant spots to benefit from the EEC scheme;

. Despite only slight earnings growth of 5% YoY anticipated for FY17, stronger net

profit growth is possible from FY18. This is as the enforcement of the EEC Act ought
to stimulate FDI inflows, which in turn would increase demand for industrial land;

Among the 10 targeted industries under the EEC Act, Amata’s key focus is on
aviation, EVs and food for the future. Currently, these EEC-focused future customers
are potential clients that could purchase industrial land plots totalling 1,000 rai at its
two industrial estates;

As a premium industrial estate owner in Chonburi, Amata Nakorn has strong
industrial land sales momentum supported by its strategic location, that would interest
high-technology sectors, including aviation (proximity to international airports) and the
EV industry (plants located closer to deep-sea ports for export purposes).

Valuation. NAV-derived TP is THB26.00 (5% discount to NAV).

Key
year,

risks. A delay in enforcing the EEC Act (the Act is slated to come into force next
likely in Mar 2018).
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Figure 30: Amata’s forecasts and valuations

Figure 31: Amata’s price chart

Thailand Strategy

Amata Corporation (AMATA TB)

Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Total turnover (THBm) 5,115 4421 4,374 5,563 6,449 Price Close

Reported net profit (THBm) 1,216 1,198 1,260 1,482 1,698

Recurring net profit (THBm) 508 1,3% 1,260 1,482 1,698

Recurring net profit growth (%) (77.2) 1747 9.7) 17.6 14.6

Recurring EPS (THB) 0.48 131 118 1.39 1.59

DPS (THB) 0.46 0.45 0.48 0.56 0.65

Recurring P/E (x) 498 18.1 201 17.1 14.9

P/B (x) 241 2.24 2.10 1.95 1.80

Dividend Yield (%) 19 19 2.0 24 27

Retum on average equity (%) 118 11.0 108 119 126 c ‘ ‘

Retum on aerage assets () 51 46 45 48 5008 Ll .M“h I\I ‘|||‘| |||L||I||||I||I||||I...||‘|J||I|| bl
Net debt to equity (%) 24.8 3L9 414 478 431 S 5 5 5
Our vs consensus EPS (adjusted) (%) (7.7) (11.6) (14.5) § 3 2 E
Source: RHB Source: RHB

TICON Industrial Connection (TICON TB, BUY, TP: THB18.50)

Market cap: USD939m

Average turnover: USD1.9m

TICON Industrial Connection’s (Ticon) business focus towards its warehouse division
seems more relevant in terms of benefiting from logistics activities via land and sea
transportation under the EEC;

i. With a low earnings base in FY16, we expect Ticon to post 41% YoY growth in

recurring net profit in FY17. This is due to 26% YoY lower financing costs (on the
back of debt repayments) and its warehouse business continuing to drive core
revenue growth of 9-15% for FY17F-19F;

A turnaround in business operations and earnings can be anticipated from FY17
onwards. This is based on its new strategic partnerships, which ought to drive the
company'’s long-term business prospects;

Also on a long-term perspective, Ticon's business expansion beyond Thailand and
Indonesia should be a key growth driver, especially when the Sirivadhanabhakdi
family’s business empire — which has a strong business footprint in ASEAN — can
duplicate its business model in other regional countries, such as Vietnam.

Valuation. DCF-derived TP of THB18.50 is based on 7.5% WACC, 3% terminal growth.

Key risks. A delay in enforcing the EEC Act.

Figure 32: Ticon’s forecasts and valuations

Price Close
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Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F

Total tumover (THBm) 4,460 1,502 1,724 1,936 2,112

Reported net profit (THBm) 770 275 397 572 641 iig

Recurring net profit (THBm) 927 289 406 582 654 16.0

Recurring net proft growth (%) 9 (68.9) 405 434 124 ﬁg

Recurring EPS (THB) 0.84 0.26 0.28 0.32 0.36 13.0

DPS (THB) 0.50 0.08 0.14 0.19 0.22 30

Recurring P/E (x) 19.8 63.5 60.3 52.6 46.8

P/B (x) 158 162 123 122 1.20

Dividend Yield (%) 3.0 0.5 0.8 11 13

Retum on average equity (%) 6.7 24 22 78] 25 £

Retum on average assets (%) 23 08 1.0 14 15 s |

Net debt to equity (%) 1784 192.2 022 49 52.6 i 3
Our vs consensus EPS (adjusted) (%) (12.1) (32.7) 9.9 e =
Source: RHB Source: RHB

WHA Utility and Power (WHAUP TB, NR)

Market cap: USS821m

Average turnover: USD4.2m

WHA Utility and Power (WHA Utility) operates as a provider of electricity and other
utility services for industrial estates. It does this either on its own or under
partnerships with other reputable operators. These including Glow Energy and
B.Grimm Power;

See important disclosures at the end of this report

18

Figure 33: Ticon’s price chart
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ii. WHA Utility’s existing electricity capacity is 478.4MW, and the company is aiming to
increase this to 542MW by FY19. Also, its annual capacity of water for industrial
usage is about 100m cu m;

iii. Among the utility services providers, WHA Utility stands to be the biggest beneficiary
of the EEC. This is because the bulk of its power plants — except for the Houay Ho
hydropower plant in Laos and one solar very small power producer (VSPP) project in
Central Thailand — are located at WHA Corp’s (WHA) industrial estates in Chonburi
and Rayong;

iv. WHA Utility’'s earnings growth is expected to be steady and intact from FY18
onwards. This because all four of its new small power plants started operations in
FY17.

Key risks:
i. Delays in the start of commercial operations at its new power plants;
ii. Unexpected shutdowns at the power plants under its control.

Figure 34: WHA Utility’s projects Figure 351: WHA Utility’s price performance when compared
to the SET Index and energy sector
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GJPNLL Posee a5 Cogen T N HRIL i 1225 60
Gulf Solar i vsep i Solar i Guf i HLPHCIF, HESE ESE 06
WHA Gunkl vEPp Solar Cunkul Bangna and Ayudihaya i3
BGWHA-1 Cospp s Gas Cogen i BGmm HCIE 1210
VTR spp a5 Co-gen (Bulf M ESIE 1300
6T oS Gas Cogan LG FSIE 1300
GIs2 EL Gas Cogen Gulf WP ESlE 1300
783 Lospp Gas Cogen HIET | HESE : 1250
Total 22874
Construction Phass :
GTS4 oS Gas Cogan CGurwe HESIE 1250
GNLL2 Pospp (Gas Co-gen POGulMP HRIL ; 1200 -20 ' L ' ’ '
Total 450 10/04/2017 30/05/2017 14/07/2017 31/08/2017 17/10/2017 04/12/2017
Development Phase : : : :
CCE | OVSPP © Waskedoenergy | GlowkSwz HCIE 69
Total : 89
Source: RHB Source: RHB
Namyong Terminal (NYT TB, BUY, TP: THB7.10)
Market cap: USD236m Average turnover: USD1.7m

i. Namyong Terminal is the RO-RO market leader in Thailand and handles more than
80% of the country’s automobile exports and imports. It has more than 10 years of
experience in this sector;

ii. It has monopoly in the RO-RO business in terms of dealing with vehicle imports and
exports. This is due to the company’s key competitive advantage in terms of the
location of its sea port;

iii. Auto and auto parts are Thailand’s major export products, with an average growth of
3.4% since 2010;

iv. The additional warehousing service area is likely to be a key driver for Namyong
Terminal. The land raises its total rental area by 81% to 270,027 sq m from 149,231
sq m previously. These areas are located in Laem Chabang Port, the country’s main
port. We expect topline contributions from these new plots of land to be booked by
mid-FY18;

v. Namyong Terminal is in a solid and healthy financial position, with net cash of
THB1.61 per share available for a high-dividend payout ratio of more than 90%, or
attractive dividend yields of 4-4.5% pa.

Valuation. The DCF-derived TP of THB7.10 based on 1% terminal growth and 8.7%
WACC.

Key risks:
i. A sluggish global economy that leads to weak demand for new cars from Thailand;

ii. Unable to sign contract extension with the port authority.

See important disclosures at the end of this report 19 R"B .



Figure 36: Namyong Terminal’s forecasts and valuations

Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F
Total turnover (THBm) 1,352 1,381 1,278 1,332 1,395
Reported net profit (THBm) 445 390 349 376 406
Recurring net profit (THBm) 445 390 349 376 406
Recurring net profit growth (%) 10.0 (12.3) (10.5) 7.8 81
Recurring EPS (THB) 0.36 031 0.28 0.30 0.33
DPS (THB) 0.33 0.30 0.25 0.25 0.30
Recurring P/E (x) 17.6 20.0 22.4 20.8 19.2
P/B (x) 2.08 2.09 2.07 2.03 2.02
PICF (x) 108 132 125 13.6 124
Dividend Yield (%) 5.2 48 4.0 4.0 48
EV/EBITDA (x) 5.02 5.19 5.69 5.48 5.22
Retumn on average equity (%) 12.0 10.4 9.3 9.9 105
Net debt to equity net cash net cash net cash net cash net cash
Our vs consensus EPS (adjusted) (%) (21.8) (24.2) 0.0
Source: RHB

Thematic 5: Consumption Picking Up

Figure 38: The Fantastic Four sectors
Hospitality

(The Royal Coronation of
King Rama X)

(To continue to grow by
7% in 2018)

Retail

More government
policies focused on
middle to basic-income
earners to be
implemented before the
tentative general election
in Nov 2018

Seeking growth from
business expansion
overseas, mainly in the
CLMV countries

Property

More JV with overseas
developers, development
of recurring income
assets, diversified
products/customer base,
higher portion of foreign
buyers and investors,
and better demand
growth upcountry

Source: RHB

Figure 37: Namyong Terminal’s price chart
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Top Picks:

Healthcare: Largest, nation-wide network, complete healthcare
services (preventive, curative, rehabilitation) - Bangkok Dusit Medical
Services (BDMS TB)

Property & development: High dividend plays - Land and Houses
(LH TB), cheap and resilient growth plays - Supalai (SPALI TB), and
Golden Land (GOLD TB) is a growth stock.

Consumer-retail: CLMV+T consumption plays - Berli Jucker (BJC
TB), domestic consumption plays - CP ALL (CPALL TB)

Hospitality: The Erawan Group (ERW TB) as pure hotel play that is
to benefit the most from a solid tourism outlook, while Minor
International (MINT TB) is also likely to benefit from a gradual
improvement in its food business




SET’'s Earnings Continue To Expand

Figure 39: SET earnings to grow by 10.1% in 2017 and 11.1% in 2018
N 2018F

Total SET

Electronics
ICT

N2017F

Transportation

Tourism

Healthcare ;

Media
Commerce

Energy
Contractor

Property Development

Construction materials

Automotive

Banks

Food & beverage

Agribusiness
Source: RHB

113.9%

SET's Valuation & Deviation Matrix

Figure 40: SET's earnings performance and valuations

SET Earnings Performance & Valuations

2018F

Ex energy,
petrochemicals, banks

Ex banks

Ex energy &
petrochemicals

Total SET

Source: RHB

Year  Net Profit +-  EPS +- BPS ROE  PBV PE Div.

(THB mn) (THB) (THB) (x) (x) Yield
2001 188073 nm. 3555 nm. 2177 163% 140 855 18%
2002 206,544 98% 3707 43% 2455 151% 145 962 27%
2003 312,678 514% 5041 360% 2960 170%  2.61 1532  22%
2004 457 623 464% 6761 341% 3492 194%  1.91 988  34%
2005 499,184 91% 69.79 32% 3821 183% 187 1023  3.9%
2006 454 362 90% 6082 -129% 4133 147% 165 1118  49%
2007 483 975 65% 62.58 209% 4309 145% 199 1371  34%
2008 362,828 250% 4575 -269% 4389 104%  1.03 983  75%
2009 463,226 277% 5794 266% 4720 123% 156 1268  3.6%
2010 573,306 238% 7104 226% 5119 139% 202 1454 3.1%
2011 602,187 50% 73.44 34% 5418 136% 189 1396 3.6%
2012 722,688 200% 8502 158% 6028 14.1%  2.31 1637  32%
2013 765,849 6.0% 86.51 18% 6384 138% 203 1501  35%
2014 683,917 107% 7392 -146% 6690 112% 224 2026 26%
2015 653,552 -44% 6853 -73% 7073  98% 182 1879 28%
2016 882,434 350% 9029 31.7% 7563 120% 204 1709 3.1%
2017F 971,244 10.1% 96.55 69% 7830 123% 216 1755 3.0%
2018F 1,079,252 111% 107.28  11.1% 8367 127% 203 1579  3.4%

Note: 2001-2016 figures are based on the SET Index at end of a fiscal year

RHB assumes the SET's payout ratio is at 50% for 2014-2017

Source: RHB

Average 5-year payout ratio: 54%

=m2017F

15.7%

12.0%

11.6%

12.8%

13.8%

®
=
E3

11.1%

10.1%

|




Figure 41: SET's valuation matrix

EPS (THB) BV (THB)
P/E (x) 2017F 2018F  P/BV (x) _2017F  2018F
97.99 108.89 794.72  849.16
15.23 1,492 1,658 1.89 1,502 1,605
16.58 1,625 1,805 2.03 1,613 1,724
17.51 1,718 1,909 2.05 1,629 1,741
18.72 1,834 2,038 2.09 1,661 1,775
15.00 1,470 1,633 1.90 1,510 1,613
16.00 1,568 1,742 2.00 1,589 1,698
17.00 1,666 1,851 2.10 1,669 1,783
18.00 1,764 1,960 2.20 1,748 1,868
SET Target 1,718 1,909
Market return ~ 11.3% 11.1% 3-year 18.71 2.03
Div.Yield 3.0% 3.4% 5-year 17.51 2.09
Total return 14.4% 14.5% 7-year 16.58 2.05
ROE 12.3% 12.7% _ 10-year 15.23 1.89
Source: RHB

2018 SET Index Target: 1,909 pts

Figure 43: The SET index

The SET Index: Mean P/E for 3yr =18.7x, 5yr = 17.5x, 7yr = 16.6x, 10yr = 15.2x

Figure 42: Peer comparison

2018FP/E | 2018 EPS growth
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Bottom Up Approach:

Figure 44: Top BUYs and Top SELLs

Sector

Banking

Healthcare

Property

Contractor

Transportation
& logistics

Oil & gas

Media

Consumer

Tourism

Sector Outlook

Earnings growth recovery of 8-9% YoY in 2018F-2019F vs -6% in
2017F

More resilient asset quality outlook. NPL ratio likely to peak in 4Q17-
2Q18 given improved economic growth, proactive NPL management,
and restrictive lending policies

Undemanding valuations — the sector is trading at FY18F P/BV of
1.1x vs a mean of 1.4x

Short-term hiccups — needs time to boost medical tourists from the
CLMYV countries and China. This is to compensate for fewer medical
tourists from the Middle Eastern, tough competition and leading
private hospitals being under an investment cycle. Near-term
earnings are likely to grow at a single-digit rate

Mid-end hospitals with patients under the social security scheme are
now in the limelight after the Government approved an increase in
payment rates

Optimistic on long-term outlook — Thailand ranks as the world’s No.1
destination for medical tourism (10-year CAGR of 11% for foreign
patients), solid personal healthcare insurance growth and healthcare
expenditure growth, high potential from CLMV countries, and plenty
of room for price increases

2017 presales and new launches should grow by 30%, due mainly to
the flourishing mid- to high-end segments

We expect the sector’s growth to normalise in 2018

New long-term growth drivers: more joint ventures with overseas
developers, development of recurring income assets, diversified
products/customer base, higher portion of foreign buyers and
investors, and better demand growth upcountry

2017 has been slow, as there were only ¢c.THB105-110bn worth of
project value being launched for bids during the year. Most of them
were double-track railway projects with low-margin prospects

FY18 is likely to be a better year for government agencies to launch
new public infrastructure bids. This is as several infrastructure
projects are near the end of the pre-bidding processes, especially
MRT extensions eg Purple Line, Orange Line, and BTS.

Huge investment in transportation infrastructure, according to EEC
Future mass transit line would be a big jump for rail transportation in
Bangkok

Continuous growth expectations for Thai exports

OPEC and non-OPEC cooperation to drive oil markets going forward

Geopolitical events cannot be ruled out, and this can put a premium
on oil prices

Refining margins should remain robust, while demand is likely to still
outpace supply

Petrochemical spreads are possibly seeing some slight softening

2017 advertising expenditure (adex) should be sluggish, decreasing
by 9-10% YoY

Adex is expected to start recovering by 8-10% in 2018, driven by a
strong GDP growth and continuous improvements in the Consumer
Confidence Index (CCI)

Strongest growth prospects are TV, outdoor and transit, and online

Expect a gradual recovery in domestic consumption, with sector
SSSG turning positive in 2018

More government policies focused on middle to basic-income
earners are to be implemented before general elections in Nov 2018
Retailers of staple goods would benefit first from the recovery
Seeking growth from overseas expansion, mainly in CLMV countries

Expect a stronger rebound in Chinese and Russian visitor numbers in
4Q17-1Q18

Thailand remains one of the most popular overseas holiday
destinations

Solid tourism demand to benefit room rate hike, which would
continue to drive revenue per available room (RevPar) growth

New room supplies may go to the super luxury and blue ocean, and
budget/economy segments

See important disclosures at the end of this report
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Top BUYs

Bangkok Bank,
Kasikornbank,
TMB Bank

Bangkok Dusit
Medical Services

Land & Houses,
Supalai, Golden
Land Property
Development,
Ananda
Development

Sino-Thai, CH
Karnchang

Bangkok
Expressway &
Metro, Namyong
Terminal

Star Refining
Petroleum, PTT
Exploration &
Production
(PTTEP),
Bangchak Corp,
PTT Global
Chemical (PTTGC)

Major Cineplex
Group

Berli Jucker, CP
ALL, Malee Group

The Erawan Group
(Erawan),
Minor International,
Central Plaza Hotel

Top SELLs

Krungthai Bank

Bumrungrad
Hospital

Quality Houses,
LPN Development,
Sansiri

Italian-Thai
Development

Airports of
Thailand

Thai Oll

VGI Global Media,
BEC World,
Workpoint

Entertainment, RS

Home Product
Center (HMPRO)

Airports of
Thailand

RHB®



Construction
materials

Source: RHB

Cement demand in 2017 is expected to decline further by 4% YoY
after a 6% YoY drop in 9M17 and a 2% dip in 2016. This is as
demand from the residential and commercial sectors for 9M17
remained soft, with negative growth of 9% YoY and 6% YoY
respectively

Slight positive cement demand growth (1-2% YoY) is anticipated for
the overall industry in 2018, while domestic cement prices are not
likely to increase significantly from the low base of THB1,650.00 per
tonne. Only a series of infrastructure bids would stimulate orders
from construction companies and also drive domestic cement prices

Banks: Growth Rebound In Sight

NEUTRAL Siam Cement -

Figure 45: Sustainable growth ahead

Figure 46: Banks’ valuations vs historical mean based on
P/BV
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Figure 47: Undemanding valuations with improved ROEs
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Source: RHB

. Sustainable growth ahead. Thai banks’ earnings are expected to turn
into positive growth of 8-9% YoY for 2018-2019 (2017: -6% YoY) on
lower credit costs and higher loans growth

. Higher loans growth. We expect aggregate loans growth to accelerate
to 3.6-4.9% for 2017-2018 vs low growth of 2.6% for 2016, underpinned
by higher GDP growth estimates of 3.7-4% for 2017-2018 (2016: 3.2%)

. The ROE uptrend. Given higher earnings growth, ROEs are likely to
rebound and be more sustainable for 2018-2019, at around 10.6-10.8%
from the bottom level of 10.5% for 2017

. Undemanding valuations. Thai banks are trading at FY18F P/BV of
1.2x (-1SD of the historical mean of 1.4x).




Banks: More Stable Asset Quality

Figure 48: More stable asset quality
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Figure 50: Asset quality comparisons
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Figure 49: Thai banks’ capital funds

- 4.0%
BAY 12.3% 16.0%
RGN 16.4% 18.1%
KBANK 14.3% 16.9%
F30% kB 13.1% 16.7%
SCB 15.3% 17.4%
F25% Average 14.3% 17.0%
T 2.0% KKP 14.2% 17.5%
T & TCAP 12.1% 16.4%
NN TISCO 156% 20.5%
- NPL ratia [RHS} ™E 12.3% 16.5%
Average 13.5% 17.7%
* Minimum requirement in 2017 5.750% 9.750%
* Minimum requirement in 2018 6.375% 10.375%
* Minimum requirement in 2019 7.000% 11.000%
* Minimum requirement in 2019 for 5 large banks 7.500% 11.500%
Source: RHB

Large banks

Bangkok Bank 38% 154.0% 1025%
Kasikombank 33% 140.7% 261.0%
Krungthai Bank 45% 1154% 127.6%
Siam Commercial Bank 28% 138.4% 1504%
Small and mid-sized banks

Kiatnakin Bank 56% 1055% 184.7%
Thanachart Capital 22% 142.0% 160.8%
Tisco Financial Group 23% 186.2% 100.7%
TMB Bank 24% 140.8% 153.7%
Thai Banks 40% 140.1% 179.9%
Source: RHB

Stable asset quality. NPLs are expected to increase moderately going
forward. The NPL ratio is expected to peak around the 4Q17-1H18
period (3Q17: 4%). This might enable banks to ease their credit cost
policies if the impact of International Financial Reporting Standard 9
(IFRS9) are not significant

New regulations remain unclear. Thai banks are to initiate IFRS 9 in
2019. There is still no clarity over IFRS 9, as the banks and Bank of
Thailand (BoT) are still undergoing discussions over this standard. This
is a specific risk for the sector

Solid capital funds. Given the stricter capital requirements for large
banks for 2019, the impact is likely to be limited. This is due to the
strong capital funds scenario among the large banks

Banking Sector’s 2018 Outlook: OVERWEIGHT

Figure 51: Mobile banking
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Improved fundamentals. Given an improving economic environment, lending growth is
likely to be higher at 5% YoY for 2018 (2017: 3.5-4.0%). Asset quality is expected to be
more resilient in 2018, as the BoT and commercial banks expect the NPL cycle to likely
peak soon, at around the 4Q17-2Q18 period. We expect aggregate net profit to increase
8-9% for 2018-2019 from -6% for 2017
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Digital transformation. Thai banks are aware of the digital disruption from new
technologies. They continue to invest in both technology infrastructure and human
resources to improve banking efficiency. Thai banks have launched easy-to-use mobile
applications (apps) to expand banking services and make it easier for customers to
undertake transactions. Digital banking services are likely to become a dominant trend
going forward.

New financial innovations. Five commercial banks — Bangkok Bank, Kasikornbank,
Siam Commercial Bank, Krungthai Bank, and Government Saving Bank — have met all
regulatory criteria for providing Quick Response Code (QR Code) payment services
through the PromptPay system. Kasikornbank has also introduced blockchain technology,
which is to be used to certify original documents for greater credibility, with document
storage and retrieval service systems as well.

New regulations. Thai banks are adopting IFRS 9 in 2019, ie much later than Malaysia
and Singapore, who are set to begin in 2018. Thai banks are expected to start parallel
runs in 2018 — this is in order to have enough provisions before adoption in 2019.
Although new IFRS 9 rules remain under discussion, we could see banks’ loan loss
provisions increasing.

Kasikornbank (KBANK TB, BUY, TP: THB251.00)
Market cap: USD16,371m. Average turnover: USD19.1m

i. Leader in digital banking platforms, with product innovations (eg QR Code and
blockchains) to gain more market share in the consumer and small and medium
enterprise (SME) lending segments;

ii. More sustainable export growth to reduce NPL risks and encourage higher lending in
SMEs;

iii. Resilient balance sheet — stable NPL and high LLC ratios to ease provisioning policy
and sustain future growth;

iv. Earnings growth rebound for 2018-2019 supported by higher loans growth and lower
credit costs;

v. Uptrend in ROE after bottoming out in 2017.
Valuations
i. Trades at 1.4x FY18F P/BV, ie below its 5-year mean P/BV of 1.8x;

ii. GGM-based THB251.00 TP implies FY18F P/BV of 1.6x (-0.5SD of the historical
mean) and 14x P/E

Key risks
i. Weak economic growth rebound;
ii. Deterioration in asset quality;

iii. Tighter financial regulatory environment (eg IFRS 9 and Basel Ill).

Figure 52: Kasikornbank’s forecasts and valuations Figure 53: Kasikornbank’s ROE vs P/BV
Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F 25 0% 10
Reported net profit (THBm) 30474 40,174 37,749 43,060 47,348
Net profit growth (%) (14.5) 1.8 (6.0) 14.1 10.0 20.0% 25
Recurring net profit (THBm) 39,474 40,174 37,749 43,060 47,348
Recurring EPS (THB) 165 16.8 1538 18.0 198 0% 20
BVPS (THB) 119 134 147 161 176 :
DPS (THB) 400 400 379 432 475 15
Recurting P/E (x) 133 131 139 122 111 10.0% ‘0
PIB (x) 1.84 164 150 1.37 1.25
Dividend Yield (%) 18 18 1.7 2.0 2.2 5.0% 05
Return on average equity (%) 145 13.2 11.2 11.7 117
Return on average assets (%) 16 15 13 14 15 0.0% T T T T T T T 0.0
Our s consensus EPS (adjusted) (%) 5.1) 8.0) 0.0 2012 2013 20014 2015 2016 2017F  2018F  2019F

ROE(%)  —8—PBV RHS)

Source: RHB Source: RHB

See important disclosures at the end of this report 26 R”B ‘
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Bangkok Bank (BBL TB, BUY, TP: THB220.00)

Market cap: USD11,886m Average turnover: USD19.1m
i Fundamentals improved with higher profitability and a more resilient balance sheet;
ii. Top corporate lender to benefit from the public investment cycle;

iii. Highest LLC ratio among the large banks to counter NPL risks and sustain earnings growth;

iv. Earnings growth rebound for 2018-2019 supported by higher loans and fee income growth, as well as lower credit costs;
V. Uptrend in ROEs after bottoming out in 2017.
Valuation

i Trades at 0.9x FY18 P/BV, below its 5-year mean P/BV of 1.1x;

ii. GGM-based THB220.00 TP implies FY18 P/BV of 1x (-0.5SD of the historical mean) and 11.4x P/E.
Key risks

i Weak economic growth rebound;

ii. Deterioration in asset quality;

iii. Tighter financial regulatory environment (eg IFRS 9 and Basel Ill).

Figure 54: Bangkok Bank’s forecasts and valuations Figure 55: Bangkok Bank’s ROE vs P/BV
Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F
Reported net profit (THBm) 34,181 31,815 32,535 36,873 41,274 14.0% T 160
Net profit growth (%) (5.9) (6.9) 23 133 11.9 12.0% + T 140
Recurring net profit (THBm) 34,181 31,815 32,535 36,873 41,274 10.0% + T 120
Recurring EPS (THB) 17.9 167 17.0 193 216 a0% L +1.00
BVPS (THB) 190 199 211 24 239 1 080
DPS (THB) 6.50 6.50 6.14 6.95 778 6.0% 1 1 aeo
Recurring P/E (x) 10.7 11.5 11.3 9.9 8.9 4.0% + 1 040
P/B (X) 1.01 0.97 0.91 0.86 0.80 20% + 1 o20
Dividend Yield (%) 3.4 3.4 3.2 36 41 0.0% } } : } : : : 0.00
Return on average equity (%) 10.0 8.6 8.3 8.9 9.3 2012 2013 2014 2015 2016  2017F 2018F 2019F
Return on average assets (%) 12 11 11 12 13

ROE (%) =—m—P/BV (x)

Our vs consensus EPS (adjusted) (%) (2.6) (0.9) 0.0

Source: RHB Source: RHB

Healthcare Sector’s 2018 Outlook: NEUTRAL

Short-term hiccups. Needs time to boost medical tourism from the CLMV countries and
China to compensate for fewer medical tourists from the Middle East, as well as tough
competition, and the fact that leading private hospitals are undergoing an investment
cycle.

Mid-end hospitals with patients under the social security scheme are now in the
limelight after the Government approved an increase in payment rates.

Optimistic over the long-term outlook. This is given:

i. Thailand’s rank as the world’s top medical tourism destination (11% 10-year CAGR
for foreign patients);

ii. Solid personal healthcare insurance growth (13% pa in 2011-2015) and healthcare
expenditures growth (6% pa in 2012-2020F);

iii. High potential from the CLMV countries where medical standards are much lower
than Thailand's;

iv. Still room to increase prices;
v. An ageing society opens up new opportunities.

Valuations and recommendations. Thailand’s healthcare index has slipped 5% YTD. A
meaningful recovery was seen over the past few months after the Social Security Office
(SSO) announced an increase in payment rates for hospitals under its scheme. A recent
pick-up in foreign patient numbers and better-than-expected 3Q17 results were other
positives. For the full year, Bloomberg consensus expects core profit growth to be flat
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Prefer Bangkok Dusit Medical Services to Bumrungrad Hospital (BCH TB).

Figure 56: Bangkok Dusit's P/E and SD Figure 57: Bumrungrad Hospital's P/E and SD
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Long-Term Opportunities
Figure 58: Healthcare industry in Thailand and other ASEAN countries
Thailand as a hub for wellness and ‘Number of medical tourists is growing An ageing society
medical services Pescentage of population above 65 years (%)
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Bangkok Dusit Medical Services (BDMS TB, BUY, TP: THB24.00)
Market cap: USD10,068m  Average turnover: USD14.8m

i. 45 hospitals under its umbrella, increasing to 50 by 2020. Nine top-tier hospitals in
major provinces and Bangkok as a centre of excellence. Focus is on the mid- to high-
end customer segments and 30% of its revenue comes from foreign patients;

ii. Complete healthcare services from hospitals nationwide to the top-rated BDMS
Wellness Clinic in Bangkok’s central business district (CBD) and Chiva Transitional
Care Hospital;

iii. Bright future ahead, given the pick-up in the number of patients, improved margins,
less financing costs related to convertible bonds, and the BDMS Wellness Centre
possibly reaching breakeven in less than two years;

iv. Solid long-term growth is expected, given room for efficiency improvements, synergy
of its hospital network, complete healthcare services, and influx of medical tourists
from strong government support.

Valuation. DCF-derived TP is THB24.00 (WACC: 8%, TG: 2%).

Key risks. Rising competition, shortage of skilled nurses and doctors, difficulties in
implementing its cost savings programme due to the multi-location structure of its network,
and economic conditions.

Figure 59: Bangkok Dusit’'s forecasts and valuations Figure 60: Bangkok Dusit's P/E and SD
Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F P/E (X)
Total turnover (THBm) 62,834 67,984 71,131 76,053 81,678 55 - +25D=50x
Reported net profit (THBm) 8,021 8,386 10,092 8,886 9,861 ) reeerere e e
Recurring net profit (THBm) 7,812 8,177 7,792 8,886 9,861 +1SD=44x
Recurring net profit growth (%) 5.7 47 ()] 14.0 11.0 R IOOUTSRUPRSRTRIUY . Sy
Recurring EPS (THB) 0.50 0.53 0.50 0.57 0.64 40 | Mela"=37x
DPS (THB) 0.36 0.32 0.39 0.34 0.38 35 | 1SD=30x A \’_
Recurring P/E (x) 42.0 40.2 42.1 37.0 333 W
PiB (x) 6.79 6.1 5.3 555 5.16 {0 IECEEEREEEY STEER 9 I’ .....“...“...“.......-.2..8.6.:..2.;'; ..................
PICF (x) 22.9 26.8 25.9 218 19.8 25 g~
Dividend Yield (%) 17 15 18 1.6 1.8 20
EV/EBITDA (x) 175 17.1 18.7 16.4 14.8
Return on average equity (%) 171 16.8 18.8 154 16.1 15 1
Net debt to equity (%) 26.8 295 34.1 29.6 22.6 10 T T T r
Our s consensus EPS (adjusted) (%) (16.2) 24 @1 Jul-12 Nov-13 Mar-15 Jul-18 Nov-17
Source: RHB Source: RHB

Property Sector’s 2018 Outlook: OVERWEIGHT

Another 10.5% QoQ growth in 3Q17 sector presales drove 9M17 growth to 30% YoY.
Hence, full-year presales growth should come in at 30%, ie higher than earlier estimates
of 20-25%. 2017 earnings, on the other hand, are estimated to be at around THB32bn,
which implies flat growth over the past four consecutive years.

Note that the sector has been in a slow growth stage since 2015, given flat revenue and
earnings. Meanwhile, presales have been fluctuating — depending on the macroeconomic
outlook and government stimulus packages.

Developers are seeking new growth drivers. These include partnerships with foreign
developers, the development of commercial properties that can later be monetised via
REITs, penetration into different segments to broaden the customer base, and overseas
marketing to lure foreign buyers.

Keep an eye out for at least six new landmarks in Bangkok with a total value of
THB270bn, which are to be developed over the next 5-7 years. Prefer counters with top
foreign partners, new generation management, strong backing from billionaire
shareholders/landlords, and well-diversified product portfolios. Land and Houses and
Supalai are our picks for big-caps, with Golden Land for small-caps.

See important disclosures at the end of this report 29 R”B .



Figure 61: Property sector’s valuations

% Upside’ P/E (X) P/B () Yield (%)
Company Name Rating Price Target (Downside) Dec-18F Dec-18F Dec-18F
Ananda Development BUY THB5.95 THB6.60 10.9 9.2 1.3 2.7
Golden Land Property BUY THBS8.70 THB10.50 20.7 14.0 13 3.6
Land and Houses BUY THB10.40 THB11.70 12.5 13.8 25 6.1
Supalai BUY THB24.40 THB28.00 14.8 7.9 15 4.8
AP Thailand PCL NEUTRAL THB8.95 THB9.40 5.0 8.4 1.2 4.3
Pruksa Holding NEUTRAL THB24.00 THB23.50 (2.2) 8.6 13 5.8
LPN Development SELL THB12.80 THB9.50 (25.8) 11.9 1.4 3.4
Quality Houses SELL THB2.84 THB2.40 (15.5) 10.1 1.2 4.0
Sansiri PCL TAKE PROFIT THB2.26 THB2.00 (11.5) 10.3 1.0 4.0
Source: RHB
Figure 62: Quarterly presales Figure 63: Quarterly earnings
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Figure 64: New launches
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Property Sector’'s Macroeconomic Data

Figure 65: Thailand’s macroeconomic data
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Supalai (SPALI TB, BUY, TP: THB28.00)
Market cap: USD1.3bn Average daily turnover: USD8.5m

i. Gradually moving up the ladder from a simple conservative mid- to low-end developer
to its current position;

ii. A potential recovery in upcountry demand if the Government starts a new round of
populist policies in preparation for the upcoming elections;

iii. Well-prepared for massive investments to re-rate into a diversified developer.
Recently won the auction for prime land in Bangkok’s central business district (CBD)
from the Australian Embassy, which is slated for a mixed use development (ie
residential + office);

iv. 3Q17 was an exciting quarter for Supalai, given peak performances in terms of
presales, revenue recognition and earnings, and acquisition of the prime land plot in
Bangkok's CBD;

v. Resilient earnings growth, handsome dividend yields of 5% for 2018F-2019F and
healthy ROEs.

Valuation. TP of THB28.00 is pegged to a P/E of 10x.

Key risks. The pace of macroeconomic recovery, high rejection/cancellation rates in the
mid- to low-end segments, and investments in Australia’s residential sector.




Figure 66: Supalai’'s forecasts and valuations

Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F
Total tumover (THBm) 21,364 23,336 25,778 29,162 32,973
Reported net profit (THBm) 4,349 4,886 5,541 5,979 6,751
Recurring net profit (THBm) 4,349 4,886 5423 5,979 6,751
Recurring net profit growth (%) 2.9 123 11.0 10.3 129
Recurring EPS (THB) 2.53 2.85 3.16 310 315
DPS (THB) 1.00 1.05 0.00 118 1.26
Recurring P/E (x) 9.35 8.33 7.50 7.65 7.53
P/B (x) 2.05 177 1.48 1.49 133
Dividend Yield (%) 42 44 na 5.0 5.3
Return on average equity (%) 23 228 219 19.4 187
Return on average assets (%) 10.2 9.9 9.5 8.7 88
Net debt to equity (%) 9.8 86.1 100.1 818 79.1
Our vs consensus EPS (adjusted) (%) 2.9 0.8) @7
Source: RHB

Figure 67: Supalai’s P/E and SD
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Consumer (Retail) Sector’s 2018 Outlook: OVERWEIGHT

Figure 68: Outlook and catalysts for the consumer sector
Sector outlook

e Improving farming income, private investments (export and services), and
infrastructure projects may lower unemployment and pass-through to
local consumption in the 6-8 months ahead

e  Product mix changes to keep SSSG and GPMs elevated

e Online business trends place more concerns on discretionary retailers, as
well as a high substitution from rivals. Meanwhile, shopping malls may
enhance their projects in order to cater to a whole range of lifestyles
choices

e Business potentials abroad, mainly in the CLMV region, which would help
sustain Thai retailers’ growth in the long run

e Six companies under our coverage are set to book an aggregated core
profit CAGR of 18% for 2016-2019

Source: RHB

Figure 69: Retailers’ SSSG on rebound
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Source: RHB

Key catalysts

= Government measures to spur consumption — further populist policies
before the general elections in Nov 2018 may boost spending power
and lower household debt

. Staple retailers are focusing on the middle- to lower-end segments,
which would benefit first

. SSSG to turn positive (+2%) in 2018 for the first time in four years,
given the improved momentum since August

. Another strong quarter expected in 4Q’s high season

. Top Picks — CP ALL for a promising outlook at both 7-Eleven and Makro
and Berli Jucker, and is set to record the sector’'s highest growth, as
well as a stronger momentum from its Big C business.

Figure 70: Agricultural-related index growth (YoY) vs SSSG
= Farm income index ===Farm price index ==Farm production index ===SSSG - RHS

40% - r 14%
F12%
10%
8%
6%
4%

30%

20%

10%

0% 2%
0%
-10% -2%
-4%
-20%
3Q16-2Q17: Discontinuation of Big C's L 6%
unprofitable sales practices distorted SSSG
-30% - - 8%
— - N o~ (2] o < < n wn © © ~
— - - — - - — - — - - - -
c ¢ o o o o o ¢ o o o o CO
N < N < N < N < N < N < N
Source: RHB




A Better Outlook For Thai Retailers

Figure 71: Major listed Thai retailers’ presence abroad

Vietnam

- Aluminum can production (TBC -Ball)

- Glass production (Malaya -Vietnam Glass)
- B's Mart convenience stores

- Product distribution, trading, and logistics

Vietnam
- Expected purchase of MM Mega Market cash-and-carry
stores from parent company TCC Group

Berli (Thai Corp and Thai An)
Jucker - Tofu production (Ichiban Foods) c.8% Laos na.
Malaysia - Possible opening of Big C Supercenter and Mini Big C
- Glass production ( Malaya Glass) .
; . Cambodia
- Snacks production (BJC Foods Malaysia) - Potential opening of Big C Supercenter
Laos
- M-Point Mart convenience store franchising
Business units under Siam Makro Business units under Siam Makro
CP All - Food services provider to food professionals €.2% - Makro cash -and-carry stores in Cambodia na
in Hong Kong, Singapore, United Arab en - Possible food retailing in China e
Emirates and Vietnam - Possible cash -and-carry stores in India
Central - Central i -City in Selangor, Malaysia
Pattana None n.a. - Plans to open shopping centres in Indonesia and c.2%
Vietnam are under study
Malaysia
Home Malaysia - To open 1-2 stores in 2H17 with a long term target
Product - Four HomePro stores in Putrajaya, Selangor, c.3% to have 40 stores n.a.
Center
Melaka, and Ipoh Cambodia
- Possible opening of HomePro stores
Vietnam
- Own-operated Robins Department Store in
Hanoi
Robinson - Robins Department Store franchise in Ho Chi
} - c.3% n.a. n.a.
Minh City
- Investment in Vietnamese electronics retailer
Nguyen Kim Trading via an associate
company, Power Buy
Source: RHB

Figure 72: Consumer confidence is improving
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Figure 73: Retailers’ total sales growth and SSSG
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CP ALL (CPALL TB, BUY, TP: THB82.00)
Market cap: USD19,131m Average daily turnover: USD29.4m

i. Opening of new 7-Eleven convenience stores, which remain at an aggressive number
of 700;

ii. Siam Makro's expansion abroad (in Cambodia in 4Q17) would not generate
significant loss to CP ALL — it may provide synergies with CP Group’s overseas
operations;

iii. Its CVS business’ strategy — to focus on food & personal care items, exclusive
products, and adjustments to the product sales mix to serve demand at each location
— continues to improve SSSG, spending per ticket, and profit margins;

iv. A strong 4Q17 earnings outlook is expected, supported by the high season for retail
and low base effect due to the strict mourning period since a year ago;

v. Expect 2017 core profit to continue growing 17% before ramping up to 19% in 2018.
This would be thanks to an improvement in local consumption and the opening of
new stores.

Valuation. DCF-derived THB82.00 TP implies 32x 2018F P/E, ie +1SD to its 5-year
historical P/E.

Key risks:

i. Intense competition in hypermarkets that may squeeze profit margins at Siam Makro
cash-and-carry stores.

ii. Increasing leverage.

Figure 74: CP All's forecasts and valuations Figure 75: CP All’s P/E band
Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F ‘ P/E(X
Total tumover (THBm) 391,817 434,712 484,692 539,052 589,656 ;:;lc,e e 40 . 3(5)
Reported net profit (THBm) 13,682 16,754 19,492 23,246 27,358 ’
Recurring net profit (THBm) 13,687 16,599 19,492 23,246 27,358 80 1 30
Recurring net profit growth (%) 39.3 213 174 19.3 17.7 70
Recurring EPS (THB) 152 1.85 2.17 2.59 3.05 25
DPS (THB) 081 0.91 1.06 1.26 1.48 60 1
Recurring P/E (x) 4.3 38.2 25 212 21 50 4 20
P/B (x) 16.5 135 11.2 9.3 78
PICF (¥) 20,0 132 182 163 146 401 - 15
Dividend Yield (%) 11 13 15 18 2.1 30 | 10
EV/EBITDA (x) 24.5 214 18.7 16.4 14.5
Return on average equity (%) 388 39.2 377 374 36.6 20 +
Net debt to equity (%) 398.2 253.1 197.6 156.0 1213 10 -
Our \s consensus EPS (adjusted) (%) 14 26 23 ~

I(D)ec-07 Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17FDec-18F
Source: RHB Source: RHB

Home Product Center (HMPRO TB, TAKE PROFIT, TP: THB11.70)
Market cap: USD5,281m Average turnover: USD8.69m

i. In the midst of store downsizing in Thailand, while the slow pace of new outlets there
may limit its sale growth;

ii. Saturation of regular HomePro store format is likely, while its Mega Home business
may experience strong competition from Siam Global House and Thai Watsadu;

iii. Operations in Malaysia are achieving economies-of-scale level due to a boost in store
numbers, but may need more time to study consumer behaviour and enlarge the
spending per bill;

iv. Improving sales mix of rebranded private label products, which offers strong GPMs,
may be the only key growth driver for its bottomline;

v. Expect 4Q17 earnings to continue growing supported by the tax break for shoppers,
while its core profit is likely to expand at a CAGR of 13% during 2016-2019F.

See important disclosures at the end of this report 34 R”B.



Valuation

i. DCF-derived THB11.70 TP implies 29x 2018F P/E, ie +0.5SD to its 5-year historical

P/E;

ii. Demanding valuations and slower profit growth outlook when compared to both local

and regional peers.
Key risks

i. Delays in the opening of new stores;

ii. High-volume business — Mega Home — which undermines GPMs.

Figure 76: Home Product Center’s forecasts and valuations

Figure 77: Home Product Center’s P/E band

Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F lzrice (B1) PIE(x)

Total turnover (THBm) 52,513 56,928 59,600 64,128 69,101

Reported net profit (THBm) 3,499 4,125 4,726 5,378 6,028 16

Recurring net profit (THBm) 3,499 4,125 4,726 5378 6028 ., 35

Recurring net profit growth (%) 56 17.9 146 138 121 » )1 "

Recurring EPS (THB) 0.27 031 0.36 0.41 0.46

DPS (THB) 0.25 0.30 0.34 0.39 044 19 T~ /L 25

Recurring P/E (X) 41.7 418 36.5 320 286 . [Ny x| auad 20

P/B (x) 10.2 9.8 9.4 9.1 79 —~ s N

PICF (%) 25.4 24.2 19.8 19.0 18.8 6 M ¢// 15

Dividend Yield (%) 1.9 2.3 2.6 30 33 4 w T — 10

EV/EBITDA (x) 228 214 19.6 17.6 15.9 /j.&?v"\/\ ——

Return on average equity (%) 214 239 26.3 28.8 295 2 L E—— 5

Net debt to equity (%) 68.9 75.1 68.3 68.8 53.8 o "

Our vs consensus EPS (adjusted) (%) (1.3) 0.7) (3.3) Dec-07 Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17FDec-18F
Source: RHB Source: RHB

Tourism Sector’s 2018 Outlook: OVERWEIGHT

Figure 78: Outlook and catalysts for the tourism sector

Sector outlook

e Upbeat tourism outlook in 4Q17 and 2018 — international tourist arrivals to
grow 6-7% and foreign tourism income to grow by an average of 10%
over 2017-2018

e Chinese arrivals to increase to 1m a year and lift contributions to total
visitor numbers by 1% annually

e Thailand was a top global and Asia-Pacific destination in 2016-2017 — as
ranked by MasterCard — and this trend is likely to continue in 2018

o New hotels are geared towards the budget segment, while new luxury
hotels are in the super high-end sub-segment

e Airbnb is not a big threat to Thai hotels

Source: RHB

Figure 79: International tourist arrivals and tourism income
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Key catalysts

Hotels to remain busy throughout 4Q17 and 2018 — average occupancy
rate of more than 70% for luxury properties and more than 80% for the
mid-scale and economy segments

Expect 3-5% average room rate hike, which result in positive average
RevPar growth and, consequently, a bigger increase in profit margins

Quick-service restaurants (QSRs) SSSG on a recovery

Top Picks — Erawan as pure hotel play that is to benefit the most from a
solid tourism outlook, while Minor International is also likely to benefit
from a gradual improvement in its food business

Figure 80: International tourist arrivals by country (%
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Thai tourism to continue charting new highs

Figure 81: Historical records of international tourists in Thailand and key assumptions for large Thai tourism players

Chinese & Russian tourist arrivals (% growth YoY) Monthly international touristarrivals growth

=Chine ==hRuzslq % YoY Jan Feb Mar Apr May Jun  Jul Aug Sep Oct Nov Dec  FY
2010 264 419 163 21 105 11 165 108 167 89 86 80 126
2011 125 116 183 401 703 539 348 369 224 80 427 06 207
2012 103 28 114 88 99 108 56 116 84 266 860 331 162
2013 184 277 225 220 267 264 184 222 238 141 109 44 188
2014 15 123 31 B0 140 277 09 118 70 61 265 118 &7
2016 146 287 270 251 382 A3 380 262 95 22 46  E1 207
2016 147 157 151 92 72 66 115 106 185 12 A7 24 80
2017 65 A2 20 70 48 114 438 9.0 62 207
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Key assumptions for the performance of covered Thai hotel companies

2010 2011 2012 2013 2014 2015 2016 2017F 2018F
Number of owned-hotel rooms

QSRs’ SS5G

Central Plaza Hotel 3285 3389 3561 3814 3814 3814 3814 4169 4,169
Minor International 2268 2335 2412 2676 2753 3629 7118 7118 7,143
) ==CentalRlaza Hotel; ==blinos|itemational The Erawan Group 3347 3353 3512 3885 5289 5676 6385 7319 8192

Occupancy rate (%)

Central Plaza Hotel 58% 64% 70% 80% 75% 81% 82% 81% 80%

Minor International 58% 66% 68% 59% 67% 64% 72% 74%

The Erawan Group 58% 59% 75% 79% 51% 72% 77% 77% 77%

Average room rate growth (%)

Central Plaza Hotel 4% 7% 2% 17% 1% 1% 1% 3% 3%

Minor International 12% 14% 6% 10% 6% -12% 6% 4%

The Erawan Group 0% 3% 4% 1% 1% 0%  -10% 7% 1%

RevPar growth (%)

Central Plaza Hotel 0% 18% 12% 33% 4% 7% 3% 2% 4%
G o e &M M B 99 & s @ e o g Minorintemational 16% 29% 10% 5% 5%  -16% 20% 7%
5 8 0O B8 O M8 B oSO8 O o 5 & TheErawanGroup 0% 23% 13% 7% AT% 1% 4% 8% 1%
—_ o f oot o f oot o f oot o f oot o f oot o - o -_ o

Source: Thailand’s Tourism and Sports Ministry, RHB

Minor International (MINT TB, BUY, TP: THB47.00)
Market cap: USD5,404m Average turnover: USD17m

i. Better outlook for hotels (42% of total revenue). Apart from its Thai properties,
Minor International has acquired hotels in Portugal and Brazil, which are entering
high seasons. Meanwhile, downsides for hotels in Maldives are limited;

ii. Its food business in China (13% of food revenue) is doing well, while its core Thailand
hub (63%) is likely to benefit from consumption recovery. Meanwhile, its Singapore
hub (13%) is likely to take a few more years to turn around;

iii. Supportive businesses in good shape — the time-sharing units (7% of total sales) are
to turn positive (10% growth), while more high-end residential projects for sale in
Desaru (Malaysia) and Ubud (Indonesia) ought to smoothen earnings;

iv. Bright prospects for 4Q17F-1Q18F earnings. Minor International’s diversified
businesses and asset locations should minimise operational risks in the longer term.

v. Expect core profit growth of 25% in 2017 and 18% in 2018.
Valuation. DCF-derived TP of THB47.00 (WACC: 7.7%, TG: 3%).

Key risks. Extended slowdown of food consumption in Thailand and Singapore, weaker-
than-expected hotel room rate hikes (particularly in Bangkok and the Maldives), and a
volatile AUD, as its Australian unit accounts for 15% of total revenue
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Figure 82: Minor International’s forecasts and valuations Figure 83: Minor International’s P/E band

Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F Price (BY) PIE(X)
Total tumover (THBm) 42,345 51,152 59,065 63,870 68,538 70

Reported net profit (THBm) 7,040 6,590 5,717 6,839 8,063

Recuriing net profit (THB) 4,704 4620 5,777 6,839 8,063 7 :Z
Recurring net profit growth (%) 125 (L.8) 25.0 18.4 17.9 % I
Recurring EPS (THB) 1.12 1.05 131 1.55 183 1
DPS (THB) 0.35 0.35 0.44 052 0.61 28
Recurring P/E (x) 36.4 38.9 kil 263 23 24
P/B (x) 5.22 453 4.07 3.67 329 20
PICF (x) 85.2 127 182 16.3 14.6 16
Dividend Yield (%) 0.9 0.9 11 13 15

EV/EBITDA (x) 20.7 18.7 16.3 14.5 12.7

Return on average equity (%) 22.5 17.8 138 14.7 15.5

Net debt to equity (%) 113.0 111.4 102.0 82.6 595 o

Our vs consensus EPS (adjusted) (%) 15 48 1.0 Dec-07 Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17FDec-18F
Source: RHB Source: RHB

Airports of Thailand (AOT TB, TAKE PROFIT, TP: THB52.50)
Market cap: USD25,579m Average turnover: USD60.7m

i. 1HFY18F (Sep) earnings are how more promising, supported by the solid growth of
international flights and tourists arriving from China from a low base;

ii. Long-term airport expansion plan is optimistic, but those (except the Suvarnabhumi
Phase 2 project) have not been approved by the Cabinet so far;

iii. Only bids for the renewal of its duty-free concessionaire and development of the
commercialised Bangkok Airport City project may be executed in FY18;

iv. Planned takeover of 15 provincial airports is attractive, as they generate a combined
net profit of c.THB1bn, but concerns over delays in the takeover process remains;

v. Expect net profit in FY18 and FY19 to increase by 23% and 12% respectively.
Valuation
i. DCF-derived THB52.50 TP implies 30x FY18F P/E (+1SD to 5-year historical mean);

ii. Airports of Thailand’s (AoT) business fundamentals remain promising, but
expectations on its far-off investment projects — of which details remain uncertain —
are overly priced in. They are also already reflected in its solid FY18 earnings.

Key risks
i. Delays in project investment plans;
ii. Changes in government policies and related regulations;
iii. Uncertainties (political riots, natural disasters, weak domestic and global economies);

iv. Extended slowdown of food consumption in Thailand and Singapore, weaker-than-
expected hotel room rate hikes (particularly in Bangkok and Maldives), and a volatile
AUD, as its Australian unit accounts for 15% of total revenue.

Figure 84: AoT's forecasts and valuations Figure 85: AoT's P/E band

Forecasts and Valuations Sep-15 Sep-16 Sep-17F Sep-18F Sep-19F Price (THB) PIE ()
Total turnover (THBm) 43,969 50,962 55,393 62,580 67,938 90 ;

Reported net profit (THBm) 18,729 19,571 20,975 25,549 28,563 80 4 40
Recurring net profit (THBm) 15,755 19,482 20,771 25,549 28,563

Recurring net profit growth (%) 286 27 66 230 118 07 3
Recurring EPS (THB) 110 1.36 1.45 179 2.00 60 4 _— 30
DPS (THB) 0.65 0.68 0.73 0.89 1.00 | - -
Recurring P/E (x) 53.0 429 40.2 327 29.3 o -

PIB (X) 7.74 6.94 6.35 5.70 5.14 407 n 0
PICF () 56.5 45 314 255 233 30 4 e A -~ 15
Dividend Yield (%) 11 1.2 13 15 17 - w0
EV/EBITDA (x) 288 248 235 20.1 18.2 -

Return on average equity (%) 183 17.1 16.6 184 185

Net debt to equity net cash net cash net cash net cash net cash

Ourvs consensus EPS (adjusted) (%) @) 42 61 Sep-11  Sep-12  Sep-13  Sep-14  Sep-15 Sep-16  Sep-17  Sep-18F Sep-19F
Source: RHB Source: RHB
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Media Sector’'s 2018 Outlook: UNDERWEIGHT

10M17 recap:
i. Adex plunged 9% YoY, mainly from weak spending and consumer confidence;
ii. Consumer products and auto firms have cut their adex quite substantially;
iii. Biggestimpact was felt at the TV segment, where adex dropped 11.4% YoY.
Adex recovery to begin in 2018:

i. Adex is expected to start recovering by 8-10% in 2018, driven by a strong GDP
growth and continuous improvement in the Consumer Confidence Index (CClI);

ii. The strongest growth prospects remain in three major platforms, ie TV, outdoor and
transit, and online media;

iii. Other traditional media (radio, newspapers and magazines) are expected to see a
continuous decline;

UNDERWEIGHT:

i. With structural changes in the digital TV industry, old mass media platforms are still
suffering;

ii. Chasing market share;

iii. Many media companies are trading at levels higher than 30x 2018F P/E, even though
we expect earnings growth to decelerate YoY next year;

iv. Our sector Top Pick is Major Cineplex (MAJOR TB, BUY, TP: THB35.00).

Figure 86: Media spending breakdown Figure 87: Advertising expenditure (THBm)
THBm
Channel Q117 Chg YoY 10M17 Chg YoY
140,000 Analog TV 1,442 -22.8% 33,937 -16.9%
120.000 Cable/Satellite TV 167 -1.2% 2,492 -17.1%
' Digital TV 961 13.1% 18,015 2.2%
100,000
80,000 Radio 224 -22.8% 3,630 -18.1%
Newspapers 572 -22.0% 6,397 -21.7%
60,000 Magazines 137 -42.2% 1,622 -35.0%
40,000 Cinema 517 44.0% 5,630 23.0%
20,000 Outdcfor 493 4.9% 5219 11.9%
Transit 348 -18.7% 4,903 12.8%
In store 23 -34.3% 781 29.8%
2010 2011 2012 2013 2014 2015 2016 2017 2018 Online 85 17.5% 1,247 13.4%
mTotal ATV (Grandtotal 4960 -119% 83854 -0.0%
Source: RHB Source: Industry data, The Nielsen Company

Major Cineplex(MAJOR TB, BUY, TP: THB35.00)
Market cap: USD806m Average turnover: USD1.4m
i. Aleader in the cinema business with an 80% market share;
ii. Aggressive cinema screen expansion that is expected to hit 1,000 screens by 2020;
iii. Expansion of its business into the CLMV nations — a high-growth potential area;
iv. Expectations of a strong movie line-up could boost its revenue;

v. Recovery of overall economy should support consumer spending on entertainment
services.

Valuation. DCF-derived value of THB32.45 for its core business (WACC: 9%, TG: 2%)
and THB2.55 to reflect potential gains on its investment portfolio.

Key risks
i. Slower-than-expected recovery in domestic consumption;

ii. Growing popularity of movies watched online.
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Figure 88: Major Cineplex’s forecasts and valuations Figure 89: Major Cineplex’s price chart
Forecasis and Valuafions Dec-15 Dec-16 Dec-7F Dec18F Dec-15F Major Cineplex: (MAJOR TH)
Totd tumover (THBm) 8,580 8,74 9663 10,561 11,168 Prics Ckse = = = - Relative to Stock Exchangs f Thailand s (RHS)
Reported net profit (THBm) 1,171 1,188 1,288 1,316 1,300 ks 14

- 3 Nt ke 10
Recuning net profit (THBm) o34 303 883 1,166 1,300 34 A 'SLWW b
Rec urring net profit growth (%) (45) (14.0) 231 180 15 2 N o A 102
P WA o U “i'.\“é.’.' SN

Recuning EPS (THB) 105 0.50 1.10 130 14 zg J"“VW ..‘,,'ﬁ 3;
DPS (THB) 115 1.20 125 120 13 " !
Recuring PE (x) 286 334 272 B0 26
P/B (x) 407 3.99 3.83 3n 37
PICF &) 126 138 107 105 103
Dividend Yield (%) 38 40 42 43 45
EV/EBIIDA (x) 693 762 [E:] 631 6.3 H ' ‘ I ' h “M
Retum on average equity (%) 18.1 17.9 189 18.8 18.2 = - HM - #Hm
Net delit to equily (%) 65.6 704 725 674 670 'é. o ;} % T g
Ours consensus EPS (adjusted) (%) (16.3) (15.4) 00 < ° e - N =

Source: RHB Source: RHB

Transportation Sector’s 2018 Outlook: NEUTRAL

Figure 90: MRT projects’ timeline

Line Targeted operations year Distance (km)
Green (Southemn) 2018 126
Gold 2019 1.7
Blue 2020 14.0
Blue 2020 13.0
Green (Northern) 2020 18.2
Green (Westem) 2020 70
Dark Red 2020 6.5
Light Red 2020 19.0
Blue 2021 8.0
Pink 2021 345
Yellow 2021 304
Dark Red 2021 263
Green ext. (Northern) 2021 70
Green ext. (Southem) 2021 7.0
Purple (Southern) 2022 236
LRT 2022 18.3
Grey 2022 16.3

Source: BTS Group Holdings
Bright future for mass transit:

i. Most of the construction in the new mass transit lines (Pink, Yellow, Green Line
extension, and Blue Line extension) are expected to start operations from 2020
onwards;

ii. The new mass transit lines (Orange, Purple Line extension, Light Green Line
extension, light rail transit (LRT), and Grey) are expected to undergo the open
bidding process in 2018;

Airlines — restrictions unlocked. The removal of red flag restrictions by the International
Civil Aviation Organisation (ICAO) is likely to enable Thai carriers to launch new routes
and allow them to add more international flights — this is a direct benefit to Thai aviation
and the airports segment.

NEUTRAL:

i. Thailand has a lot of transportation projects ahead, such as new mass transit lines,
seaport and airport expansions, new expressways, and high-speed trains. These
future projects would be the key driver to the transportation sector in the long term’

ii. Our sector Top Pick is Namyong Terminal (NYT TB, BUY, TP: THB7.10).
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Bangkok Expressway & Metro (BEM TB, UNDER REVIEW)
Market cap: USD3.7bn Average turnover: USD12.6m

i. Biggest operator in the expressway business — it operates 87.2km of expressways in
Bangkok and its vicinity;

ii. Leading MRT operator in Thailand — this is in terms of the longest rail length (totalling
43 km), ie the Blue and Purple Lines;

iii. High ridership growth potential after the new mass transit lines start operations;

iv. The Blue Line extension would be the game-changer to the company, which could
double its mass transit revenue after it starts operating in 2020;

v. High potential in getting new mass transit lines in the future.

Key risks
i Expiry of Sector A, B and C expressway contracts in 2020;

ii. Lower- or better-than expected future traffic and ridership growth .

Figure 91: Bangkok Expressway’s forecasts and valuations Figure 92: Bangkok Expressway’s price chart

Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F Bangkok Expressway & Metro (BEM TB)
Price Close = = = = Relative to Stock Exchange of Thailand Index (RHS)
Total tumover (THEM) 1,738 3104 15211 16,873 18,249
Reported net proft (THEm) 2650 2,606 3,073 3,295 3811
Recurring net proft (THEmM) 1625 2,580 3,073 3,285 3811
Recurring net proft growth (%) (29.8) 587 18.1 72 157
Recuring EPS (THB) 011 0.17 0.20 0.22 0.25
OPS (THE) 013 0.12 0.14 0.09 0.10
Recurring P/E (x) £9.1 435 366 3.1 295
PIB (x) 3.85 377 3.5 334 313
PICF (x) 270 292 1.1 7.7 134
Diidend Yleld (%) 17 16 19 12 14
EV/EBITDA (x) 200 18.7 154 14.2 133 c " “ ‘ ‘ \ J ‘ l Nl i H‘ ‘ } ‘ ‘
Retum on average equiy (%) 52 88 100 101 110 s ) |||I|I| “ |||W ||\|\ it i H sl ||”||||||l| “Ilnlml
Net debt to equity (%) 18,7 135.0 %95 %23 804 £ 5 5 5 5 N
Our vs consensus EPS (adjusted) (%) ) (13.8) 0.0 2 g 2 5 Ei 8
Source: RHB Source: RHB

Oil & Gas Sector’s 2018 Outlook: OVERWEIGHT

Overall, we are positive on the oil markets as we enter into 2018. We believe that
production cut extensions would alleviate any concerns over oversupplied oil
markets. With tensions between Iran-Saudi Arabia, the US-North Korea, and the US-
Iran, we believe geopolitics can also add further premiums to oil prices.

Short-term expectations. We believe 4Q17 would be softer QoQ in terms of core
earnings for refineries and petrochemicals. However, we do expect stock gains should
crude oil prices stay at such lofty levels. FY17F earnings should be strong YOY.

PTTEP should perform well in 4Q17F on a QoQ basis, with the natural gas price
adjustment for its major fields in October. Higher crude oil prices should also help lift
earnings in the final quarter of the year.

2018 outlook — stronger oil markets. On 30 Nov, the Declaration of Cooperation was
amended for production cuts to take effect for the whole of 2018. The group of producers
are scheduled to meet in Jun 2018 to decide on whether or not further action is required to
rebalance the oil markets. Libya and Nigeria production has been capped at 1mbpd and
1.8mbpd respectively. The only uncertainty now remains with producers in the US.

We should see strong positive sentiment in the crude oil market. Our crude oil price
forecast is now at USD54.00 per bbl for 2017 and USD60.00 per bbl for 2018-2019
onwards.

Our Top BUYs are Star Petroleum Refining, Bangchak Corp, PTTGC and PTTEP.
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Star Petroleum Refining (SPRC TB, BUY, TP: THB19.89)
Market cap: USD2.1bn Average turnover: USD7.3m

i. Refined product spreads should remain robust through 2018, as demand
outpaces supply in the Asia-Pacific region;

ii. Set to be in a net cash position by 2018 — it has minimal capex over the next
several years, except for its capacity expansions;

iii. Capacity expansion. Star Petroleum Refining is looking to expand its capacity to
175kbpd from current 165kbpd.

This would involve removing bottlenecks on its existing capacity, changing or adding
new catalysts, and introducing other productivity enhancements to its refinery. The
total investment is expected at c.USD70m. The project is expected to be completed
in 2019, which would coincide with its major turnaround.

Valuation
i. Ittrades at 10x P/E, with dividend yield of 5% and undemanding 5.8x EV/EBITDA,
ii. Our DCF valuation is THB19.89, with WACC at 7.8%.

Key risks
i. Softer regional/global refined products demand, which results in lower GRMs;

ii. Crude oil price volatility.

Figure 932: Star Petroleum Refining’s forecasts and Figure 943: Star Petroleum Refining’s forward P/BV
valuations
PBV (x)
Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F SPRC TB/ Forward PIBV
Total turnover (THBm) 178,877 155,082 179,438 179,438 158,273 " +38D: 1.7
Reported net profit (THBm) 8,227 8,688 6,347 6,988 4,915
Recurring net profit (THBm) 12,442 5,608 6,347 6,988 4,915 w
Recurring net profit growth (%) 160.5 (54.9) 13.2 10.1 (29.7) +180: 1.5%
Recuring EPS (THB) 3.03 133 147 161 113 P [T S—
DPS (THB) 2.31 2.86 0.73 0.81 0.57 Mean: 1.3x f/\
Recurring P/E (x) 55 12.5 11.4 10.4 14.7 13
P/B (x) 1.83 1.68 1.58 1.47 1.40 Noo—"
PICF (x) 45 na 9.3 7.9 10.4 1 /—--\ A50:1.0x
Dividend Yield (%) 13.8 17.1 4.4 4.8 3.4 .‘-{ \‘\J
EV/EBITDA (x) 5.34 5.64 6.85 6.06 7.62 08 e
Return on average equity (%) 19.0 21.7 14.3 14.7 9.7 cslEE
Net debt to equity (%) 0.1 14.8 5.6 net cash net cash o1
Our vs consensus EPS (adjusted) Jan-16 Apr-18 Juk18 Oct-16  Jan17 Apr17 7 a7
Source: RHB Source: RHB

Thai Oil (TOP TB, TAKE PROFIT, TP: THB86.10)
Market cap: USD5.7m Average turnover: USD20m

i. Refined product spreads should remain robust through 2018, as demand
outpaces supply in the Asia-Pacific region;

ii. Potential capacity expansion to 400kbpd from 275kbpd. We ran preliminary
numbers to gauge the possible impact from its potential capacity expansion. We
assumed a total investment cost of USD4bn, as well as benefits from an additional
USD3.00-4.00 per bbl to GRM, with commercial operations starting in 2022. Under
this scenario, our DCF valuation would be in the range of THB111.00-122.00 per
share, depending on market GRM at the time of commencement. We expect its final
investment decision on this project to be made towards the end of 2017, or the
beginning of 2018.

Valuation. We value this stock at THB86.10 (based on 1.35x P/BV). Other valuations: it
trades at 9.7x P/E, provides 4.4% yield and is at 4.9x EV/EBITDA.

Key risks
i. Softer regional/global refined product demand, which results in lower GRMs;

ii. Crude oil price volatility.

See important disclosures at the end of this report a1 R”B’



Figure 954: Thai Oil's forecasts and valuations

Forecasts and Valuations Dec-15 Dec-16 Dec-17F Dec-18F Dec-19F
Total turnover (THBm) 293,569 274,739 295,794 304,222 290,641
Repored netprofit (THBm) 12181 2122 297 1931 17068
Recurring net profit (THBm) 21,596 16,188 22,974 19,351 17,068
_
Recurring EPS (THB)
_
Recurring P/E (x)
_
PICF (¥)
_
EV/EBITDA (¥)
_
Net debt to equity (%) 231 139 0.2 net cash
_
Source: RHB

Figure 96: Thai Oil’s price chart

TOP T8/ Forward PIBV

Jan-12 qu-ﬂ Ilarr-|5 0&-15 Q17

Source: RHB




Strategy - Thailand

28 December 2017

Thailand

Major Obstacles Cleared: All Aboard For Industry 4.0

We are above consensus in terms of our forecasts for Thailand’s GDP to grow at
4.2% in 2018. Infrastructure investment would be the key driver of growth once
again, as private investments gain traction and public investment is set to
rebound.

Meanwhile, private consumption is on track to move higher, supported by growing
tourist arrivals, rising asset prices, as well as increased government assistance
for the rural side. The uptick in domestic demand should be more than sufficient
to offset slowing but resilient exports.

Infrastructure to gain momentum. The Government's digitalisation drive
(PromptPay, welfare card) creates a pool of valuable data, which could serve to
attract e-commerce investments. Barriers to entry for businesses have come
down while investor confidence has picked up. Public investment would also be
bolstered by three high-speed rail projects due to start next year.

We forecast for exports to grow by 6.8% in 2018. Automotive exports should
improve slightly, while agricultural shipments are set to slow.

Manufacturing production is likely to improve, supported by higher domestic
demand and a pick-up in vehicle shipments while electronics production would
remain resilient on iPhone X component orders.

Services sector is projected to grow 5.4% overall next year, underpinned by
higher tourist arrivals and increased bank lending.

The current account is expected to register a smaller surplus of USD38.7bn
(8.8% of GDP), due to the strong import trend.

We forecast for Consumer Price Index (CPI) to rise 1.2% in 2018, on recovering
consumer demand.

No change to monetary policy. BoT would be wary of spooking private
investors and derailing rural spending, thus it is likely to keep its policy rate at
1.5% for the whole of 2018, in our view.

THB is expected to trade at around 32.10 to the USD in 2018. This is on
expectations of higher FDI inflow as well as USD weakness.

Key economic indicators

Thailand Strategy

GDP and Leading Economic Index (LEI)
% YoY

Real GDP

1011 §21314151617

Source: National Economic and Social Development Board

(NESDB), BoT

Strong forex reserves provide foundation for

infrastructure push

37 4 USD/THB
35 4
33
31

29

International Reserves
(RHS): USD200.5bn

27

25

Source: Bloomberg

% YoY 2016 2017F  2018F  4Q16  1Q17  2Q17  3Q17 Economists

GDP 3.2 3.7 4.2 3.0 3.3 3.8 4.3 Arup Raha

Domestic demand (% Ctr. to GDP) 2.5 2.8 3.7 2.0 2.1 2.1 2.3 +65 6232 3896

Net exports (% Ctr. to GDP) 4.7 1.1 0.5 22 16 15 1.7 arup.raha@rhbgroup.com

CPI 0.2 0.8 1.2 1.1 0.8 0.0 0.9

Policy rate (%) 1.5 1.5 1.5 1.5 1.5 1.5 1.5

Broad money 4.1 4.1 6.1 4.2 3.3 4.3 4.9 Ng Kee Chou

Current account (% GDP) 11.9 9.6 8.8 10.3 13.9 6.8 12.0 +603 9280 2179

USD/THB (end of period) 35.8 32.5 32.1 35.8 34.9 34.0 33.1 ng.kee.chou@rhbgroup.com
Source: NESDB, BoT, CEIC data
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Focus Switches To Grassroots Economy

Private investment likely to remain on track

We are above consensus in terms of our forecast for Thailand’'s GDP to grow at
4.1% in 1Q18 and 4.2% for the full-year. Infrastructure investment is to be the key driver
of growth once again, with private investments gaining traction and public investment set
to rebound.

Meanwhile, private consumption is on track to move higher, supported by growing tourist
arrivals, rising asset prices, as well as increased government assistance or the rural side.
The uptick in domestic demand should be more than sufficient to offset slowing but
resilient exports.

Figure 97: GDP by demand aggregate (2010=100)

2016 2017 2016 2017

Wt. 4Q 10 20 30 4Q 10 20 30 2016 2017F 2018F

% % QoQ Real, % YoY Real, % YoY
Pvt consumption 50.7 -1.5 1.3 4.2 -0.9 2.5 3.2 3.0 3.1 3.1 34 3.8
Government consumption 17.1 -1.7 -3.3 3.8 4.2 1.8 0.3 2.6 2.8 1.6 2.0 3.1
GFCF 24.3 5.2 0.8 -3.3 -1.3 1.8 1.7 0.4 1.2 2.8 1.2 5.5
Public 92.1 -9.3 7.8 -104 111 8.6 9.7 -7.0 -2.6 9.9 -1.1 10.2
Private 45 11.4 -1.6 -0.7 -55 -0.4 -1.1 3.2 29 0.4 21 3.8
Domestic demand 12.3 0.2 0.4 21 -0.1 2.2 2.3 2.3 25 2.8 2.6 4.1
Net exports 14.7 -21.8 783 -446 45.4 -158 -115 -10.8 12.4 32.0 14.7 4.0
Exports of goods & services 68.9 0.8 4.7 -4.1 6.1 1.1 2.7 6.0 7.4 2.1 7.5 6.8
Imports of goods & services 54.2 4.1 -3.2 3.9 1.9 34 6.1 8.2 6.7 -1.4 6.4 7.3
GDP 7.9 3.0 -5.1 -1.1 3.0 3.3 3.8 4.3 3.2 3.7 4.2

Source: NESDB

Private consumption is projected to grow by 3.8% for 2018, as the feel-good factor
returns after curfews are rolled back ahead of the coronation of the new king. In addition,
sustained export demand and higher tourist arrivals would help support consumer
spending in the urban cities, which count manufacturing (24% of GDP), retail trade (20%)
and financial intermediation (11%) as their key economic activities.

At the same time, rising property prices and the recent run up in equity prices would lead
to a higher wealth effect for consumers. Meanwhile, the Government has proposed to offer
free mobile internet to rural areas and cheap internet plans for the low-to-mid income
areas. This would allow citizens to make use of e-hailing and e-commerce apps and tap
into new streams of additional income.

For the grassroots economy, life has improved very little for many workers over the last
few years as the lackadaisical increase in minimum wage and unseasonal weather
patterns would leave low-wage earners (45% of total employed or 16.9m persons)
susceptible to rising inflation next year.

In light of these challenges, and with the upturn in exports easing the pressure on the
manufacturers, the Government has turned its attention to providing assistance. In
particular, paddy farmers should benefit from THB73.6bn worth of measures (THB21bn in
soft loans and THB52.6bn in grants) to support rice prices for the Nov 2017-Feb 2018 wet
harvest season.

The Government is also working on expanding market access for farmers (approximately
11.2m persons), and aiding farmers with debt restructuring provided they agree to take
part in another income-generating programme. Meanwhile, Dr Wiwat was recently
appointed as the Deputy Minister for Agriculture and Cooperatives in a cabinet reshuffle.
He is well-known for his work on the late King Bhumibol Adulyadej's Self Sufficiency
Theory. With his appointment, we should expect to see more farming reforms being put
forward.

Besides farmers, the authorities have agreed to allocate at least THB100bn via local
administration organisations to spend on job-creating projects, particularly in tourism and
community developments. The welfare card has been distributed to 11.4m of hard-core
poor citizens. The makeup of in-kind subsidies is still being tweaked to better cater for the
needs of the recipients. In our view, in addition to the increased amount of household
transfers offered by the scheme, the registration of the recipients would make it easier for
recipients to access social welfare like healthcare and education for their children in the
future.

See important disclosures at the end of this report a4 R”B’



Strategy - Thailand

28 December 2017

Currently many of the poor are informal workers and without housing, thus unable to
access these social benefits, which would greatly enhance their ability to improve their
situation.

In addition to farmer assistance and rural villages’ development costs, welfare cards are
an ongoing expenditure this year. Moreover, the authorities would set aside THB861m to
finance human resource development in the EEC, as well as subsidising high-speed
broadband internet services for 3,920 border villages across 62 provinces by mid-2018.
Overall, we expect government consumption to increase 2.9% in 1Q18, before
accelerating to +3.1% for the full year, up from +2% estimated for 2017.

Figure 98: Rising SME activities to support urban
consumption; farm income shrinking due to prices

Thailand Strategy

Figure 99: Job market easing
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Figure 100: Huge improvement in ease of doing business
Ease of doing business ranking 2018

Figure 101: Average size of projects on the rise
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Public investment: clock is ticking

Private investment would continue on an upward trajectory in 2018. As we
highlighted in our previous outlook, the Government has been offering market competitive
rates to attract higher quality officers and this has yielded results as Thailand moved 20
notches up to 26 (two places behind Malaysia) in the World Bank’s 2018 Ease of Doing
Business report.

“The requirements to obtain a company’s seal are now abolished, the need for approval of
company work regulations from the Government has been eliminated, and the process for
getting electricity and improved land reliability has been streamlined. As a result, the time
needed to start a business has been reduced to just 4.5 days, compared to 27.5 days in
previous years,” as stated in the report.

On the corporate side, although total applications to the BOI remained lower than last
year, we believe that is due to companies waiting for incentives under the EEC Act to be
finalised. Indeed, the size of projects has been on the rise, reflecting higher confidence.
On print, the EEC Act passed its first cabinet reading, and should be enacted in 1Q18. We
foresee private investment inflows picking up in 2H18.
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On the macroeconomic level, Thailand’s existing auto-manufacturing ecosystem provides
plenty of skilled workers and parts suppliers to make the transition to robotics and
aerospace manufacturing more seamless. In Bangkok, Thailand has as many as 200,000
motorcyclists. In the northern states, mature ground logistics connect Thai businesses
with the fast growing Cambodia-Laos-Myanmar-Vietham (CLMV) countries (combined
60m population).

On the demand side, by registering details of low-income citizens, the expansion of free
and cheap mobile connectivity, and the wide roll-out of the national e-wallet system
named Promptpay — the Government would help acclimatise rural folk with online
monetary functions, making it much easier for e-commerce and internet applications to
achieve critical mass, and at the same time generating a stream of valuable data.

These conditions set Thailand up as a fertile environment for attracting “new economy”
businesses. As an example, Alibaba’s New Five” strategy, as set out in a recent letter to
investors, comprised of New Retail, New Finance, New Manufacturing, New Technology
and New Energy.

“Alibaba’s vision for the future is to use its ecosystem (core commerce, cloud, logistics,
entertainment, and brick and mortar) to support the “Five New” strategy that empowers
individuals, small- and medium-sized businesses, farmers and companies of all sizes to
do business globally.” Either by accident or design, Thailand’s development is moving in
the same direction.

Figure 102: EEC's news flow

Corporate Entity Project Budget Status

Huawei Technologies Co To build its leading ASEAN cloud data centre initial budget of USD10m Signed MoU

Saab Group Cooperation with Amata Corporation to set up maintenance, repair N/A In discussions
and operations (MRO)

Mitsubishi Electric Cooperation with Loxley to make household products with Internet N/A In discussions
of Things (IoT) functionalities

Note: *highest recorded capacity utilisation rate in brackets
Source: Ministry of Commerce (MOC)

Meanwhile, public investment is expected to grow by 10.2 % in 2018, bolstered by the
ramp-up in ongoing MRT and private residential projects. Purple (Tao Pun-Rat Burana)
and Blue Lines (Bangkhae-Phutthamonthon Sai 4) MRT extensions are up for bidding next
month, as is the Gold Line MRT. Further down the road, three segments of the Pan-Asia
railway are close to taking off:

i. Bangkok-Hua Hin high-speed rail project. Environmental impact assessment
(EIA) approval has been granted and the THB95bn, 211km route would likely be
open for PPP bids in 3Q. In our view, initially the concessionaire would have to price
the tickets at close to breakeven due to weaker spending power of the residents
there. However, the construction of the railway is likely to boost economic activity and
deliver higher living standards along the track.

Moreover, with significantly reduced travel times rural residents are able to travel
further for higher paid work, or otherwise cut down travelling time, thus take on extra
work. Lastly, Hua Hin is a major tourist destination, shortening the travel time from
Bangkok has the potential to further bolster tourist inflows, as it allows nearby sun-
seekers to visit over weekends.

Hence, we feel that with a longer concession period, and with commercial
development rights of the surrounding areas thrown in, the private sector could find
this project attractive;

ii. Bangkok-Rayong high-speed rail project. The railway would connect Don Mueang,
Suvarnabhumi and U-Tapao international airports. It also links to the EEC. Around
90% of project study has been completed. The trains are set to run at a maximum
speed of 250km/h on 1.435 metre gauges.

In our view, this project has a high chance of success as air passengers are more
likely to pay a premium for quicker travel. Once in operation, the State Railway of
Thailand (SRT) expects the line to ferry 66,000 passengers per day.

iii. Bangkok-Nakhon Ratchasima high speed rail project. The project, also known
as the Thailand-China railway, had its EIA approved on 5 Dec 2017. Moving
forward, construction on the first 3.5km of rail would start on 21 Dec 2017, while for
the remaining 249km, the Chinese side would present detailed designs by the end of
this year and tenders for 14 parts of the project is likely to be up for bidding in 1Q18.
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In the long run, all three new high-speed lines would form part of the BAR Initiative, which
plans to link China with six other ASEAN countries by rail, facilitating trade and tourism.
Thailand has a unique role to play within the BAR Initiative. China’s holds a long-held
ambition to build a transit route from southwest China to the Bay of Bengal or Andaman
Sea — creating a proxy west coast and turn Myanmar into “China’s California”.

However, high-handedness of Chinese corporates has resulted in loss of public opinion. In
2014, a proposal for a railway from the port of Kyaukphyu (on Myanmar’'s west coast,
when twin oil and gas pipelines export energy supplies to China) to Kunming was
cancelled, throwing a spanner into China plans to export goods cheaply and quickly to
India and eventually North and South America. The loss of the Kyaukphyu-Kunming line,
narrows down China’s alternatives — India harbours historical resentment, while China’s
political capital does not amount to much in Singapore, in our opinion.

The next closest option is the Dawei deep sea port. The Dawei Special Economic Zone
(SEZ) project is jointly owned by Myanmar and Thailand (50% each). To reach Dawei,
China needs to forge the connection between Kunming and Thailand. The same railway
ought to also facilitate shipment of goods to the Malacca and Singapore ports eventually.

The clock is already ticking: a railway from Kunming to Hekou, a border city on the China-
Vietnam border has opened, while railways from Kunming to the China-Laos border and
the China-Myanmar border are now under construction. Laos’s section of the China-Laos-
Thailand railway began construction in Jan 2017, and is scheduled to be operational by

Dec 2021.
Figure 103: Investment indicators on the rise Figure 104: Views of China vary across regions
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Figure 105: Thailand’s place in the BAR Initiative
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On balance, we expect domestic demand to expand by 2.6% in 1Q18, before picking up
to +4.1% for the full year and from +2.6% estimated for 2017.
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Uncertainty in the US, Goldilocks conditions for Japan and the EU

Export demand is expected to remain boisterous in 1Q, before slowing for the rest of the
year. As a whole, 2018 external demand would be undermined by a high base effect from
2Q onwards, slowing economic growth in China, and lacklustre wage growth in the US.

However, in EU and Japan, low yields, coupled with mild inflation and improving labour
conditions set up conducive conditions for stronger growth. The former would need more
investment as EU corporates begin to move operations out of the UK following Brexit,
while the latter is accelerating investments to cater for the 2020 Olympics.

Given the bright global economic outlook, we envisage for Thailand’s exports to hold up at
+6.8% for the full-year, albeit more moderate compared with +7.5% estimated for 2017.

Figure 106: EU unemployment declining while consumer Figure 107: Narrowing of long- and short-term yield gap
lending gaining strength highlights uncertainty in the US
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Manufacturing to improve despite export moderation

Figure 108: GDP by industrial origin (2010=100)

2016 2017 2016 2017
W, 40 10 20 30 4Q 10 20 30 2016  2017F  2018F
% % QoQ Real, % YoY Real, % YoY

GDP 100.0 7.9 3.0 5.1 11 3.0 33 3.8 4.3 3.2 3.7 4.2
Agriculture 8.3 87.9 -19.0 -10.6  -19.2 3.0 57 15.8 9.9 0.6 10.1 2.4
Manufacturing 27.4 5.9 3.6 6.2 1.3 22 13 1.0 4.3 1.4 1.8 2.4
Mining & quarrying 2.8 0.8 -4.2 -3.6 -1.7 -48 -5.6 76 -84 -0.6 7.2 1.5
Construction 2.8 -11.4 15.9 0.0 4.2 61 2.8 6.2 -17 8.3 -15 9.3
Services 55.6 2.6 6.2 -4.7 1.0 42 45 5.3 5.0 4.7 5.0 55
Wholesale & retail 15.4 11.2 17.8 -15.8 -3.5 56 5.9 6.0 6.4 5.0 6.2 6.5
Hotels & Restaurants 4.7 0.0 11.9 -1.8 2.9 49 53 7.5 6.7 10.3 7.1 8.2
Transport, Strg & comm 7.2 4.0 1.2 -0.6 3.4 52 54 8.6 8.1 55 7.5 7.8
Financial intermediation 7.8 -9.3 5.9 3.5 5.5 6.7 4.6 5.1 4.8 6.2 4.7 5.0
Real estate 6.4 5.5 -0.6 -1.0 0.3 1.9 40 4.1 4.2 1.8 4.1 4.2
Education 4.3 5.7 1.8 0.6 3.3 0.7 0.2 04 -03 0.1 0.1 0.4
Health & social 2.0 5.2 2.3 -6.9 8.2 43 41 3.9 3.6 3.3 3.8 4.2

Source :NESDB

On the supply side, manufacturing production is likely to improve in 2018, in line
with a pick-up in domestic demand. This would likely be supported also by higher
automotive demand from both locally (spurred by Grab payouts and replacement demand)
and abroad (higher oil prices to boost Middle East demand and increased shipments to
Japan and Australia, which have just shuttered their last car factories in November).

Higher automotive production would boost supporting sectors such as plastics, leather,
steel and aluminium. Nevertheless, vehicle shipments to China are set to slow as its
demand tails off after front-buying activities in 4Q ahead of an increase in small car taxes
at the turn of the year.
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Meanwhile, electronics shipments would be supported by iPhone X sales. As we progress,
the trend, however, should reverse itself on account of cyclical slowdown in semiconductor
demand.

Construction activities are set to rise 9.3% for 2018, a sharp turnaround from a
contraction of 1.5% in 2017. Ongoing projects under the 2016 and 2017 Transport
Infrastructure Investment Plan (TIIP), and construction of condominiums along with the
new MRT routes are set to ramp up, while we should see work on EEC investment
commencing in 2H.

Figure 109: Manufacturing loan growth by cluster Figure 110: Developer loans by purpose
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Figure 1111: Sales of vehicles at cross-border logistic hubs Figure 112: Senior loan officer survey
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The services sector is projected to grow 5.5% overall for next year, up from +5%
estimated for 2017. Hotels & restaurant, logistics and retail sectors would be boosted by
higher tourist spending following the conclusion of the mourning period and the return of
the high-spending Russian and Chinese visitors. Tourist arrivals are projected to hit 37.1m
persons in 2018, up 6.3% from an estimated 34.8m this year, as airlines are set to
increase their operating routes after the International Civil Aviation Organisation’s red flag
was lifted.

Other positive factors include promotional activities in conjunction with the launch of
“Amazing Thailand Tourism Year 2018” and the inaugural Michelin Guide certification for
Bangkok's eateries (14 one stars, 3 two stars).

The logistics sector would find support from resilient exports, higher tourism, and e-
commerce expansion. In addition, China’s BAR Initiative has lifted the spending power of
the CLMV countries. Thailand has mature ground logistics networks to these nations,
which are attractive for e-commerce investment and are well positioned to benefit from its
neighbours’ robust growth. Indeed, purchases of vehicles in the major towns bordering
Vietnam, Cambodia and Laos have picked up this year.
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In the financial intermediation sector, lending and insurance demand are projected to pick
up pace as the year progress, supported by resilient exports, higher private investments
after the enactment of the EEC Act, as well as easier lending standards with the NPL
cycle bottoming out.

Agricultural production is set to soar 10.3% YoY in 1Q18, aided by a low base effect
and normalising rainfall. However, production would slow from 2Q onwards due to the high
base effect this year, as the production in 2H16 was affected by a drought. We expect the
sector to experience a slower growth of 2.4% in 2018, compared with +10.1% estimated
for 2017.

Fiscal deficit not alarming as it delivers structural growth

For FY17 (Oct 2016-Sep 2017), the Thai Government collected THB2,459.3bn in revenue,
a 2% increase from the fiscal year before. Collection of personal income tax fell 1.7%
compared to FY16, weighed by higher tax deductions, while, corporate income tax grew at
a slower pace. VAT collection jumped 4.6% YoY, from +1.2% last fiscal year, cushioning
some of the fall. At the same time, government expenditure rose 3% YoY, resulting in a
higher fiscal deficit (3.1% of GDP).

Going forward, in light of the numerous infrastructure projects set to take off in 2018, we
project for a 5.6% increase in fiscal spending, including a 23% increase in capital
expenditure. On the revenue side, collection should rise 4.7%, underpinned by higher
tourist arrivals and corporate income.

In all, we forecast for a fiscal deficit of 2.9% of GDP in 2018, compared to an 1.8% deficit
this year. In our view, at these levels the deficits do not represent a concern as it is used
to fund infrastructure projects which would deliver long-term structural growth in the future.

Figure 113: Government’s fiscal position (FY16-18)

FY16 FY17 Fy18* FY16 FY17 FY18F

THB bn Budget Actual RHBRI
Revenue 2,330.0 2,343.0 2,450.0 2,411.5 2,459.3 2,574.9
% YoY 0.2 0.6 4.6 9.3 2.0 4.7
Expenses 2,720.0 2,733.0 2,900.0 2,807.4 2,890.5 3,052.4
% YoY 5.6 -1.5 6.1 7.9 3.0 5.6
- Current Expenditure 2,127.8 2,103.4 2,225.5 2,127.8 2,155.7 -
- Replenishment of Treasury 21.9 0.0 - 21.9 27.1 -
- Capital Expenditure 564.4 548.4 674.5 564.4 659.0 -
- Principal Repayment 62.0 81.2 - 62.0 81.2 -
Budget cash balances -390.0 -390.0 -450.0 -395.6 -431.2 -477.5
Non-budget cash balances - -190.0 - 20.7 71.3 -
Overall cash balances -390.0 -580.0 -450.0 -374.9 -359.9 -477.5
As a % of GDP -2.8 -3.9 -2.9 -2.6 -1.8 -2.9

Note: *proposed but yet to be approved

Source: Budget Bureau, BoT

Better loans demand in 2018

Thailand’s broad money supply (BM) expanded +4.1% YoY in October, moderating from
its +4.9% reading the month before and compared to 4.2% in 2016. Net foreign operations
and private demand for credit increased 5% and 3.9% YoY, picking up from gains of 2.5%
and 3.6% respectively in September, while government demand for credit declined at a
softer pace.

Going forward, we maintain our BM growth estimate of +5.3% for 2018, accelerating from
an estimated 5.2% this year. Loan growth is expected to pick up, led by corporate loans,
as private investments pick-up, economic growth improves.
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Smaller current account surplus due to strong imports

Thailand's current account surplus rose to USD39.7bn in 10M17, easing from the
USD40.6bn surplus registered for the corresponding period the year before. The
narrowing of the surplus was caused by sharply higher imports for 10M17. Going forward,
we expect imports to outpace exports in 2018 as private investment and consumption both
pick up, resulting in a smaller current account surplus of USD38.7bn (8.8% of GDP),
compared to an estimated USD43.1bn and 9.6% of GDP this year.

Figure 114: Balance of payments

(USDbn) 2014 2015 2016  2017F 2018F
Exports 226.7 214.1 214.1 228.8 246.9
Imports 209.4 187.2 178.4 194.2 2174
Trade balance 17.3 26.8 35.8 34.6 295
Services, primary & secondary income 2.2 5.3 10.7 8.5 9.2
Current account balance 15.1 32.1 46.4 43.1 38.7
(% of GDP) 3.7 8.0 11.4 9.6 8.8
Capital account 0.1 0.0 0.0 0.0 0.0
Financial account -16.2 -17.1 -24.8 -9.4 -12.8

Direct Investment -0.8 4.0 -10.0 2.3 54

Portfolio Investment -12.0 -16.5 -2.2 -3.6 -13.7

Other Investment -3.4 -4.6 -12.6 -8.1 -4.5
Net errors & omissions -0.2 9.2 0.0 0.0 0.0
Overall balance -1.2 5.9 37.4 33.7 25.9
Source: BoT

Inflation picks up more gradually than expected

Cumulatively, Thailand’s CPI rose 0.6% YoY for 11M17, picking-up from a 0.1% increase
in the corresponding period last year. The increase was driven by cost-push factors as
higher crude oil prices led to more expensive transport & communication and utilities
costs. House rents fell at a slower pace, but remained feeble. Meanwhile, raw food prices
declined after spiking last year on weather-induced shortages.

Going forward, we project for CPI to rise 1.2% in 2018, from an estimated 0.8% this year.
Food prices look set to improve after shedding its high base effect from last year.
Consumer sentiment is set to improve in line with higher economic growth and increased
government assistance.

However, energy prices may lag as oil prices could see only a smaller increase compared
to this year. In any case, since rural conditions have yet to improve, the Thai Oil Fund
would likely step in to smooth any sharp gains in petrol prices next year.

Figure 115: Loan growth has been subdued since 2016 Figure 116: Demand-pull has been slack despite private
consumption pick-up
%o YoY Zo YoY CPI: by components %Yoy
20 _ _ : _ :
15 | Private Sector Credit 06 - Tourism expenses Household furniture & - 7.0
16 - L/ 04 \4 equment‘ | 6.0
14 A 02 4 - ’r\
12 4 0.0 \" “".."\\ r) e ‘NV_- 50
| I} AL = L
10 02 ] ‘v’\-"“, A \'I 16 17‘ 40
8 1 * - 30
5 | 04 :
4 Broad Money 06 20
2 08 - 10
0 T T T T T T T 10 - L 0.0
10 11 12 13 14 15 16 17 Restuarant food (RHS)
Source: BoT Source: Bureau of Trade and Economic Indices

THB to moderate against USD, no change to interest rates

THB has appreciated by 6.2% against USD for the year to October, beating all other
ASEAN-5 currencies barring MYR. Going forward, we envisage for THB to trade close to
32.10/USD by end-2018, from THB32.50 estimated for end-2017. As the infrastructure
projects progress and private consumption gains traction, Thailand’s high level of foreign
reserves would fall as imports rise. However, the downside is likely to be offset by a sharp
pick up in FDI, and USD weakness.
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Further, we believe that BoT would keep its benchmark lending rate (1-day Bilateral
Repurchase Rate) at 1.5% for 2018, as inflation is likely to be muted and the central bank
would not want to spook private investment at the last mile.

Figure 117: Portfolio outflows remain elevated Figure 118: THB has outperformed most peers
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Figure 119: Regional economic indicators

ASEAN & CHINA ECONOMIC INDICATORS

Country GDP growth (%) Inflation (%) Policy rate (end period, %)

Indonesia 4.9 5.0 5.1 5.3 6.4 35 3.8 3.6 6.25 4.75 4.25 4.25 13856 13540 13500 13700
Malaysia 5.0 4.2 5.6 5.2 22,1 2.1 3.8 2.7 3.25 3.00 3.00 3.25 4.29 4.49 4.10 3.95
Philippines 5.9 6.8 6.6 6.5 1.4 1.8 3.2 33 4.00 3.00 3.00 3.25 46.86 49.62 51.00 50.50
Singapore 2.0 2.0 33 3.0 -0.5 -0.5 0.8 1.6 = = = = 1.42 1.45 1.36 1.32
Thailand 2.8 3.2 3.7 4.2 -1.2 0.2 0.8 1.2 1.50 1.50 1.50 1.50 36.02 35.85 32.50 32.10
Vietnam* 6.7 6.2 6.3 6.1 0.6 2.7 3.5 34 6.50 6.50 6.00 6.00 22485 22770 23000 23330
China** 6.9 6.7 6.8 6.5 1.4 2.0 1.6 2.1 4.35 4.35 4.35 4.35 6.49 6.95 6.85 7.00

*prime rate; **1-yr lending rate

Unemployment rate
(% labour force)

Country Exports growth (%) Imports growth (%) Industrial Production growth (%)

Indonesia -14.6 319 18.0 10.0 -19.9 -4.9 15.0 11.0 5.6 515 5.4
Malaysia 1.8 11 17.6 6.5 0.4 1.9 18.7 6.2 4.5 3.8 5.2 4.5 82 3.5 3.4 33
Philippines -5.3 -2.4 11.0 10.0 8.7 18.3 10.0 9.0 -4.4 6.4 6.2 6.2 6.3 5.5 5.7 5.6
Singapore -7.3 -4.4 8.5 6.7 -12.1 -4.2 10.6 10.9 0 3.6 9.8 6.5 2.0 2.2 2.1 2.1
Thailand -5.8 0.5 75 7.0 -10.7 519 6.4 8.6 0.3 1.6 11 2.9 0.9 0.9 1.0 0.9
Vietnam 7.7 9.2 12.0 9.5 10.7 5.6 14.5 8.7 9.8 75 7.9 8.1 3.4 33 3.5 3.6
China -2.8 1.8 7.5 4.9 -14.1 3.8 9.4 5.6 6.1 6.1 6.5 5.5 4.1 4.1 41 4.1

Country Fiscal Balance (% GDP) Current Acc. (% GDP) Forex Reserves (USD bn) External Debt (USD bn)

Indonesia -2.5 -2.5 -2.6 -2.7 -2.0 -1.8 -1.6 -1.8
Malaysia -3.2 -3.1 -3.0 -2.8 3.0 2.4 2.5 2.7 95 95 104 114 194 201 213 222
Philippines -0.9 -2.4 -2.7 -2.8 2.6 0.2 0.3 0.6 81 81 84 88 77 75 73 71
Singapore -1.0 13 0.5 0.8 19.7 19.0 19.8 20.7 248 247 249 252 - - - -
Thailand -2.4 -2.6 -3.5 -2.1 8.0 11.4 9.6 8.4 157 178 201 208 147 152 155 159
Vietnam -5.3 -5.0 -5.3 -5.2 1.4 2.7 1.9 21 28 43 40 45 72 76 79 83
China -3.4 -3.8 -4.9 -4.5 2.8 1.8 1.4 1.4 3330 3011 3000 2900 1416 1400 1450 1400

Deposit Growth (%) Loan Growth (%) L/D Ratio (%) Money Supply* (%)

Indonesia 11.0 11.9 10.0 12.8 94.2 92.7 91.9 94.3 10.0 11.0 12.4
Malaysia 1.8 15 4.1 5.0 7.9 5.3 5.7/ 6.0 88.7 89.8 90.5 90.9 2.6 3.0 4.8 5.0

Philippines 8.0 14.3 12.9 12.8 12.7 16.1 16.6 16.7 69.0 70.7 73.0 75.5 9.4 12.8 11.7 12.2
Singapore 0.2 2.7 3.2 5.4 0..0 0.5 4.2 5.8 108.5 107.9 104.5 104.9 4.1 8.1 5.6 6.2
Thailand 4.2 3.8 4.1 5.3 5.5 3.6 4.0 5.1 93.5 93.3 93.1 92.9 4.4 4.2 5.2 5.3

Vietnam 13.6 15.0 10.0 11.2 17.2 18.0 15.0 135 78.1 79.6 81.0 83.0 13.6 16.0 17.0 18.0

China 12.4 11.0 10.7 9.6 14.3 13.5 12.0 10.3 69.2 70.8 71.7 72.2 13.3 11.3 11.0 10.6

Note: As at 7 December 2017

Note 2: *M_2 is used for all countries except for Thailand M1 is used and Philippines M3 is used instead.

Note 3: **Starting 3 Jun 2016, the Philippines’ policy rate was changed to purely BSP’s overnight reverse repurchase (RRP) facility at 3.00%
Source: International Monetary Fund (IMF), Various central banks, RHB

See important disclosures at the end of this report 53 R”B.
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RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months

Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next 12 months

Take Profit: Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for circulation amongst RHB and its affiliates’ clients generally or such
persons as may be deemed eligible by RHB to receive this report and does not have regard to the specific investment objectives, financial situation and
the particular needs of any specific person who may receive this report. This report is not intended, and should not under any circumstances be construed
as, an offer or a solicitation of an offer to buy or sell the securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research, compilations, extracts or analysis that has been prepared by RHB'’s
strategic, joint venture and/or business partners. No representation or warranty (express or implied) is given as to the accuracy or completeness of such
information and accordingly investors should make their own informed decisions before relying on the same.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to the applicable laws or regulations. By accepting
this report, the recipient hereof (i) represents and warrants that it is lawfully able to receive this document under the laws and regulations of the jurisdiction
in which it is located or other applicable laws and (ii) acknowledges and agrees to be bound by the limitations contained herein. Any failure to comply with
these limitations may constitute a violation of applicable laws.

All the information contained herein is based upon publicly available information and has been obtained from sources that RHB believes to be reliable and
correct at the time of issue of this report. However, such sources have not been independently verified by RHB and/or its affiliates and this report does not
purport to contain all information that a prospective investor may require. The opinions expressed herein are RHB’s present opinions only and are subject
to change without prior notice. RHB is not under any obligation to update or keep current the information and opinions expressed herein or to provide the
recipient with access to any additional information. Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, as to the
adequacy, accuracy, reliability, fairness or completeness of the information and opinion contained in this report. Neither RHB (including its officers,
directors, associates, connected parties, and/or employees) nor does any of its agents accept any liability for any direct, indirect or consequential losses,
loss of profits and/or damages that may arise from the use or reliance of this research report and/or further communications given in relation to this report.
Any such responsibility or liability is hereby expressly disclaimed.

Whilst every effort is made to ensure that statement of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion
and other subjective judgments contained in this report are based on assumptions considered to be reasonable and must not be construed as a
representation that the matters referred to therein will occur. Different assumptions by RHB or any other source may yield substantially different results
and recommendations contained on one type of research product may differ from recommendations contained in other types of research. The
performance of currencies may affect the value of, or income from, the securities or any other financial instruments referenced in this report. Holders of
depositary receipts backed by the securities discussed in this report assume currency risk. Past performance is not a guide to future performance. Income
from investments may fluctuate. The price or value of the investments to which this report relates, either directly or indirectly, may fall or rise against the
interest of investors.

This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment
decision. The recipient of this report is making its own independent assessment and decisions regarding any securities or financial instruments referenced
herein. Any investment discussed or recommended in this report may be unsuitable for an investor depending on the investor's specific investment
objectives and financial position. The material in this report is general information intended for recipients who understand the risks of investing in financial
instruments. This report does not take into account whether an investment or course of action and any associated risks are suitable for the recipient. Any
recommendations contained in this report must therefore not be relied upon as investment advice based on the recipient's personal circumstances.
Investors should make their own independent evaluation of the information contained herein, consider their own investment objective, financial situation
and particular needs and seek their own financial, business, legal, tax and other advice regarding the appropriateness of investing in any securities or the
investment strategies discussed or recommended in this report.

This report may contain forward-looking statements which are often but not always identified by the use of words such as “believe”, “estimate”, “intend”
and “expect” and statements that an event or result “may”, “
statements are based on assumptions made and information currently available to RHB and are subject to known and unknown risks, uncertainties and

‘will” or “might” occur or be achieved and other similar expressions. Such forward-looking

other factors which may cause the actual results, performance or achievement to be materially different from any future results, performance or
achievement, expressed or implied by such forward-looking statements. Caution should be taken with respect to such statements and recipients of this
report should not place undue reliance on any such forward-looking statements. RHB expressly disclaims any obligation to update or revise any forward-
looking statements, whether as a result of new information, future events or circumstances after the date of this publication or to reflect the occurrence of
unanticipated events.

The use of any website to access this report electronically is done at the recipient’s own risk, and it is the recipient’s sole responsibility to take precautions
to ensure that it is free from viruses or other items of a destructive nature. This report may also provide the addresses of, or contain hyperlinks to,
websites. RHB takes no responsibility for the content contained therein. Such addresses or hyperlinks (including addresses or hyperlinks to RHB own
website material) are provided solely for the recipient’s convenience. The information and the content of the linked site do not in any way form part of this
report. Accessing such website or following such link through the report or RHB website shall be at the recipient’s own risk.

This report may contain information obtained from third parties. Third party content providers do not guarantee the accuracy, completeness, timeliness or
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availability of any information and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results
obtained from the use of such content. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of
merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or profits and opportunity costs) in
connection with any use of their content.

The research analysts responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or
her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and autonomously.
The research analysts that authored this report are precluded by RHB in all circumstances from trading in the securities or other financial instruments
referenced in the report, or from having an interest in the company(ies) that they cover.

RHB and/or its affiliates and/or their directors, officers, associates, connected parties and/or employees, may have, or have had, interests in the securities
or qualified holdings, in subject company(ies) mentioned in this report or any securities related thereto and may from time to time add to or dispose of, or
may be materially interested in, any such securities. Further, RHB and/or its affiliates may have, or have had, business relationships with the subject
company(ies) mentioned in this report and may from time to time seek to provide investment banking or other services to the subject company(ies)
referred to in this research report. As a result, investors should be aware that a conflict of interest may exist.

The contents of this report is strictly confidential and may not be copied, reproduced, published, distributed, transmitted or passed, in whole or in part, to
any other person without the prior express written consent of RHB and/or its affiliates. This report has been delivered to RHB and its affiliates’ clients for
information purposes only and upon the express understanding that such parties will use it only for the purposes set forth above. By electing to view or
accepting a copy of this report, the recipients have agreed that they will not print, copy, videotape, record, hyperlink, download, or otherwise attempt to
reproduce or re-transmit (in any form including hard copy or electronic distribution format) the contents of this report. RHB and/or its affiliates accepts no
liability whatsoever for the actions of third parties in this respect.

The contents of this report are subject to copyright. Please refer to Restrictions on Distribution below for information regarding the distributors of this
report. Recipients must not reproduce or disseminate any content or findings of this report without the express permission of RHB and the distributors.
The securities mentioned in this publication may not be eligible for sale in some states or countries or certain categories of investors. The recipient of this
report should have regard to the laws of the recipient’s place of domicile when contemplating transactions in the securities or other financial instruments
referred to herein. The securities discussed in this report may not have been registered in such jurisdiction. Without prejudice to the foregoing, the
recipient is to note that additional disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this
report.

The term “RHB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below,
or, in every other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related companies.

RESTRICTIONS ON DISTRIBUTION

Malaysia

This report is issued and distributed in Malaysia by RHB Research Institute Sdn Bhd. The views and opinions in this report are our own as of the date
hereof and is subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a
recipient, our obligations owed to such recipient therein are unaffected. RHB Research Institute Sdn Bhd has no obligation to update its opinion or the
information in this report.

Thailand

This report is issued and distributed in the Kingdom of Thailand by RHB Securities (Thailand) PCL, a licensed securities company that is authorised by the
Ministry of Finance, regulated by the Securities and Exchange Commission of Thailand and is a member of the Stock Exchange of Thailand. The Thai
Institute of Directors Association has disclosed the Corporate Governance Report of Thai Listed Companies made pursuant to the policy of the Securities
and Exchange Commission of Thailand. RHB Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate Governance
Report of Thai Listed Companies.

Indonesia

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This research does not constitute an offering document and it should not
be construed as an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, in Indonesia or to any Indonesian citizen or
corporation (wherever located) or to any Indonesian resident in a manner which constitutes a public offering under Indonesian laws and regulations must
comply with the prevailing Indonesian laws and regulations.

Singapore

This report is issued and distributed in Singapore by RHB Research Institute Singapore Pte Ltd and it may only be distributed in Singapore to accredited
investors, expert investors and institutional investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as
amended from time to time. By virtue of distribution to these categories of investors, RHB Research Institute Singapore Pte Ltd and its representatives are
not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to disclosure of RHB Research Institute Singapore
Pte Ltd 's interest and/or its representative's interest in securities). Recipients of this report in Singapore may contact RHB Research Institute Singapore
Pte Ltd in respect of any matter arising from or in connection with the report.
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Hong Kong

This report is issued and distributed in Hong Kong by RHB Securities Hong Kong Limited (82452 55455 E /A 5]) (CE No.: ADU220) (“‘RHBSHK”) which is
licensed in Hong Kong by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) regulated activities.
Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact RHBSHK. RHBSHK is a wholly owned
subsidiary of RHB Hong Kong Limited; for the purposes of disclosure under the Hong Kong jurisdiction herein, please note that RHB Hong Kong Limited
with its affiliates (including but not limited to RHBSHK) will collectively be referred to as “RHBHK.” RHBHK conducts a full-service, integrated investment
banking, asset management, and brokerage business. RHBHK does and seeks to do business with companies covered in its research reports. As a
result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this research report. Investors should
consider this report as only a single factor in making their investment decision. Importantly, please see the company-specific regulatory disclosures below
for compliance with specific rules and regulations under the Hong Kong jurisdiction. Other than company-specific disclosures relating to RHBHK, this
research report is based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be
relied on as such.

United States

This report was prepared by RHB and is being distributed solely and directly to “major” U.S. institutional investors as defined under, and pursuant to, the
requirements of Rule 15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the “Exchange Act”). Accordingly, access to this report via
Bursa Marketplace or any other Electronic Services Provider is not intended for any party other than “major” US institutional investors, nor shall be
deemed as solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the United States and does not offer brokerage services to U.S.
persons. Any order for the purchase or sale of the securities discussed herein that are listed on Bursa Malaysia Securities Berhad must be placed with
and through Auerbach Grayson (“AG”). Any order for the purchase or sale of all other securities discussed herein must be placed with and through such
other registered U.S. broker-dealer as appointed by RHB from time to time as required by the Exchange Act Rule 15a-6. This report is confidential and not
intended for distribution to, or use by, persons other than the recipient and its employees, agents and advisors, as applicable. Additionally, where research
is distributed via Electronic Service Provider, the analysts whose names appear in this report are not registered or qualified as research analysts in the
United States and are not associated persons of Auerbach Grayson AG or such other registered U.S. broker-dealer as appointed by RHB from time to
time and therefore may not be subject to any applicable restrictions under Financial Industry Regulatory Authority (“FINRA”) rules on communications with
a subject company, public appearances and personal trading. Investing in any non-U.S. securities or related financial instruments discussed in this
research report may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S.
Securities and Exchange Commission. Information on non-U.S. securities or related financial instruments may be limited. Foreign companies may not be
subject to audit and reporting standards and regulatory requirements comparable to those in the United States. The financial instruments discussed in this
report may not be suitable for all investors. Transactions in foreign markets may be subject to regulations that differ from or offer less protection than those
in the United States.

OWNERSHIP AND MATERIAL CONFLICTS OF INTEREST

Malaysia

RHB does not have qualified shareholding (1% or more) in the subject company (ies) covered in this report except for:

a) -

RHB and/or its subsidiaries are not liquidity providers or market makers for the subject company (ies) covered in this report except for:
a) -

RHB and/or its subsidiaries have not participated as a syndicate member in share offerings and/or bond issues in securities covered in this report in the
last 12 months except for:

a) -

RHB has not provided investment banking services to the company/companies covered in this report in the last 12 months except for:
a) -

Thailand

RHB Securities (Thailand) PCL and/or its directors, officers, associates, connected parties and/or employees, may have, or have had, interests and/or
commitments in the securities in subject company(ies) mentioned in this report or any securities related thereto. Further, RHB Securities (Thailand) PCL
may have, or have had, business relationships with the subject company(ies) mentioned in this report. As a result, investors should exercise their own
judgment carefully before making any investment decisions.

Indonesia

PT RHB Sekuritas Indonesia is not affiliated with the subject company(ies) covered in this report both directly or indirectly as per the definitions of affiliation
above. Pursuant to the Capital Market Law (Law Number 8 Year 1995) and the supporting regulations thereof, what constitutes as affiliated parties are as
follows:

1. Familial relationship due to marriage or blood up to the second degree, both horizontally or vertically;

Affiliation between parties to the employees, Directors or Commissioners of the parties concerned;

Affiliation between 2 companies whereby one or more member of the Board of Directors or the Commissioners are the same;

Affiliation between the Company and the parties, both directly or indirectly, controlling or being controlled by the Company;

Affiliation between 2 companies which are controlled, directly or indirectly, by the same party; or
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6. Affiliation between the Company and the main Shareholders.

PT RHB Sekuritas Indonesia is not an insider as defined in the Capital Market Law and the information contained in this report is not considered as insider

information prohibited by law. Insider means:

a. acommissioner, director or employee of an Issuer or Public Company;

b. a substantial shareholder of an Issuer or Public Company;

c. anindividual, who because of his position or profession, or because of a business relationship with an Issuer or Public Company, has access to
inside information; and

e

an individual who within the last six months was a Person defined in letters a, b or c, above.

Singapore

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or associated companies do not make a market in any securities covered in this
report, except for:

@ -

The staff of RHB Research Institute Singapore Pte Ltd and its subsidiaries and/or its associated companies do not serve on any board or trustee positions
of any issuer whose securities are covered in this report, except for:

@ -

RHB Research Institute Singapore Pte Ltd and/or its subsidiaries and/or its associated companies do not have and have not within the last 12 months had
any corporate finance advisory relationship with the issuer of the securities covered in this report or any other relationship (including a shareholding of 1%
or more in the securities covered in this report) that may create a potential conflict of interest, except for:

@) -

Hong Kong

The following disclosures relate to relationships between RHBHK and companies covered by Research Department of RHBSHK and referred to in this
research report:

RHBSHK hereby certifies that no part of RHBSHK analyst compensation was, is or will be, directly or indirectly, related to the specific recommendations or
views expressed in this research report.

RHBHK had an investment banking services client relationships during the past 12 months with: -.

RHBHK has received compensation for investment banking services, during the past 12 months from: -.

RHBHK managed/co-managed public offerings, in the past 12 months for: -.

On a principal basis. RHBHK has a position of over 1% market capitalization of: -.

Additionally, please note the following:

Ownership and material conflicts of interest: RHBSHK policy prohibits its analysts and associates reporting to analysts from owning securities of any
company covered by the analyst.

Analyst as officer or director: RHBSHK policy prohibits its analysts, and associates reporting to analysts from serving as an officer, director, advisory
board member or employee of any company covered by the analyst.

RHBHK salespeople, traders, and other non-research professionals may provide oral or written market commentary or trading strategies to RHB clients
that reflect opinions that are contrary to the opinions expressed in this research report.

This research report is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Clients should consider whether any advice or recommendation in this research report is suitable for their particular circumstances and,
if appropriate, seek professional advice, including tax advice.

Kuala Lumpur Hong Kong Singapore
RHB Research Institute Sdn Bhd RHB Securities Hong Kong Ltd. RHB Research Institute Singapore
Level 3A, Tower One, RHB Centre 12" Floor Pte Ltd.
Jalan Tun Razak World-Wide House 10 Collyer Quay
Kuala Lumpur 50400 19 Des Voeux Road #09-08 Ocean Financial Centre
Malaysia Central, Hong Kong Singapore 049315
Tel : +(60) 3 9280 8888 Tel : +(852) 2525 1118 Tel : +(65) 6533 1818
Fax : +(60) 3 9200 2216 Fax : +(852) 2810 0908 Fax : +(65) 6532 6211
NELEE Shanghai Bangkok
PT RHB Sekuritas Indonesia RHB (China) Investment Advisory Co. Ltd. RHB Securities (Thailand) PCL
Wisma Mulia, 20th Floor Suite 4005, CITIC Square 10th Floor, Sathorn Square Office Tower
JI. Jenderal Gatot Subroto No. 42 1168 Nanjing West Road 98, North Sathorn Road, Silom
Jakarta 12710, Indonesia Shanghai 20041 Bangrak, Bangkok 10500
Tel : +(6221) 2783 0888 China Thailand
Fax : +(6221) 2783 0777 Tel : +(8621) 6288 9611 Tel: +(66) 2 088 9999
Fax : +(8621) 6288 9633 Fax : +(66) 2 088 9799
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