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	[bookmark: FundamentalGeneralInfo]12-month target
	Bt 
	72.00

	Upside/Downside
	% 
	18.5

	
	 
	 

	 

	Sector
	Food&Beverage

	Market cap
	Btmn 
	263,259

	30-day avg turnover
	Btmn 
	107,572

	Free float
	% 
	46.6

	Number shares on issue
	mn 
	7,742.9

	CG Scoring (2011)
	Excellent



	
	[bookmark: MultiYearFundamental]Investment fundamentals

	Year end 31 Dec
	
	2011A
	2012E
	2013E
	2014E

	Revenue
	bn
	531.2
	497.0
	512.9
	552.1

	EBIT
	bn
	41.5
	31.7
	48.5
	63.4

	EBIT growth
	%
	nmf
	-23.6
	52.9
	30.7

	Reported profit
	bn
	31.0
	27.6
	35.5
	46.9

	Adjusted profit
	bn
	32.1
	24.8
	35.5
	46.9

	EPS rep
	Bt
	3.97
	6.12
	7.88
	10.42

	EPS rep growth
	%
	nmf
	54.0
	28.8
	32.2

	EPS adj
	Bt
	4.05
	5.50
	7.88
	10.42

	EPS adj growth
	%
	nmf
	35.7
	43.2
	32.2

	PER rep
	x
	15.3
	9.9
	7.7
	5.8

	PER adj
	x
	15.0
	11.0
	7.7
	5.8

	Total DPS
	Bt
	1.87
	2.44
	3.15
	4.17

	Total div yield
	%
	3.1
	4.0
	5.2
	6.9

	ROA
	%
	11.1
	8.4
	12.4
	15.4

	ROE
	%
	16.2
	12.0
	15.9
	19.0

	EV/EBITDA
	x
	6.9
	8.1
	6.0
	4.9

	Net debt/equity
	%
	46.8
	43.0
	36.3
	28.2

	P/BV
	x
	1.4
	1.3
	1.2
	1.0
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[bookmark: Subtitle]Oishi Group 
[bookmark: Action][bookmark: ActionHeading]Recove+++++ ay 
[bookmark: CeasingCoverage][bookmark: EventHeading][bookmark: Event]Action and recommendation
We recommend Buy +++ with 2013 fair value of Bt++. We estimate net profit growth of ++. Our fair value reflects PER, PBV and dividend yield of +++. OISHI current share price reflects PER, PBV and dividend yield of +++.  
[bookmark: ImpactHeading][bookmark: Impact]Key investment points
Netting out extra-ordinaries.  PTTGC reported a Bt6.2bn inventory loss during the quarter.  A foreign exchange loss of Bt1.3bn further depressed the quarter.  This was only partially offset by Bt800m worth of tax credits & hedging gains.  We estimate normalized 1Q12 net profits of Bt7.49bn during the quarter.  This brings 1H12 normalized net profits to Bt14.4bn vs our FY12 forecast of Bt27.6bn and vs consensus of Bt29.1bn.  Still very achievable.
Ethylene segment hurt by oil.  The benefit of a QoQ rise in olefins output was offset by lower end selling prices.  While spreads (i.e. end selling price minus crude) actually posted QoQ improvements, end selling prices were still lower on account of weakness in crude oil.  This is the key earnings driver for PTTGC, a majority gas based ethylene producer.     
Aromatics' modest improvements.  Stripping out oil movements for PTTGC’s non-gas aromatics business, we saw a major (28% QoQ) increase in output due to a lack of maintenance.  Product spreads declined slightly QoQ as benzene strength was offset by paraxylene weakness.     
Refining margin down but…  PTTGC’s pre-inventory 2Q12 GRM was impacted by weaker QoQ diesel cracks but actually posted a QoQ gain of US$0.50/bbl due to higher output.  It was noted that output benefited from the end of a condensate supply agreement.
[bookmark: EarningsRevisionHeading][bookmark: EarningsRevision]Valuation method
[bookmark: PriceCatalyst] Our fair value of Bt+++ is based on +++.  




BUSINESS DESCRIPTION (up to 2 pages, including charts)
Company business. Company’s products / services, Key drivers for revenues, Customers / markets, (If available) Raw materials, key cost components, (If applicable) Management, primary strategy, shareholders
Figure x: Revenue Structure






Source:xxxxxxxxx

Figure x: xxxxxxxx






Source:xxxxxxxxx

Figure x: Shareholder Structure






Source:xxxxxxxxx

Recent developments. (If applicable) Recent developments, expansions, new products

Historical performance. 1) Any cycle? 2) Historical performance and performance in the past and recent year.


ECONOMIC ANALYSIS & IMPACTS (no more than 1 page, including charts) 
You should try to think about these following issues:
The current stage of the economy & outlook; Key drivers for the economic growth; Monetary policy & fiscal policy in relation to the current stage of the economy and outlook…..
How do the economic cycle, monetary policy and fiscal policy affect the company?
What key economic indicators that impact business of the company?
What are the outlook of those indicators and possible impacts on the company?
Figure 1: xxxxxxxx






Source:xxxxxxxxx

Figure 2: xxxxxxxx







Source:xxxxxxxxx





INDUSTRY ANALYSIS (up to 2 pages, including charts)
Industry overview
What is the industry life cycle? How does growth looks like? Any seasonality?
 Industry situation in the recent years
(if applicable) Regulatory, tax condition, labor condition, importance of R&D and technological developments
Figure x: xxxxxxxx






Source:xxxxxxxxx

Competitive positioning
Market players; Positioning/ranking of competitors compared to the company
The company’s key competitive edge: Factors that makes the company gain/lose competitive edge, such as product differentiation, bargaining power with suppliers, bargaining power with customers
Risks: Venerability to external shock, threats of new entrants / substitute products  
Figure: xxxxxxxx






Source:xxxxxxxxx





INVESTMENT SUMMARY (up to 3 pages, including charts)
Netting out extra-ordinaries.  PTTGC reported a Bt6.2bn inventory loss during the quarter.  A foreign exchange loss of Bt1.3bn further depressed the quarter.  This was only partially offset by Bt800m worth of tax credits & hedging gains.  We estimate normalized 1Q12 net profits of Bt7.49bn during the quarter.  This brings 1H12 normalized net profits to Bt14.4bn vs our FY12 forecast of Bt27.6bn and vs consensus of Bt29.1bn.  Still very achievable.
Ethylene segment hurt by oil.  The benefit of a QoQ rise in olefins output was offset by lower end selling prices.  While spreads (i.e. end selling price minus crude) actually posted QoQ improvements, end selling prices were still lower on account of weakness in crude oil.  This is the key earnings driver for PTTGC, a majority gas based ethylene producer.     
Figure: xxxxxxxx






Source:xxxxxxxxx

Aromatics' modest improvements.  Stripping out oil movements for PTTGC’s non-gas aromatics business, we saw a major (28% QoQ) increase in output due to a lack of maintenance.  Product spreads declined slightly QoQ as benzene strength was offset by paraxylene weakness.     
Refining margin down but…  PTTGC’s pre-inventory 2Q12 GRM was impacted by weaker QoQ diesel cracks but actually posted a QoQ gain of US$0.50/bbl due to higher output.  It was noted that output benefited from the end of a condensate supply agreement.
Figure: xxxxxxxx






Source:xxxxxxxxx


FIRECASTS, VALUATION AND SENSITIVITY ANALYSIS (no more than 2 page, including charts or tables)
Earnings forecast. What is your forecast? What are your key assumptions?  

Valuation. The valuation model applied. Key inputs and assumptions.


PEERS COMPARISON (no more than half page, including charts or table)
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PTT Global Chemical (PTTGC TB, Outperform, Target Price: Bt72.00)  

Quarterly Results   1Q/12A  2Q/12E  3Q/12E  4Q/12E     Profit & Loss  201 1A  2012E  2013E  2014E  

               

Revenue  m  134,419  125,209  116,240  121,119     Revenue  m  531,244  496,987  512,949  552,138  

Gross Profit  m  10,776  5,981  11,487  13,023     Gross Profit  m  51,148  41,268  58,133  73,736  

Cost of Goods Sold  m  123,643  119,228  104,753  108,096     Cost of Goods Sold  m  480,096  455,719  454,816  478,403  

EBITDA  m  12,084  7,382  13,034  14,383     EBITDA  m  55,253  46,882  63,129  78,004  

Depreciation   m  3,786  3,786  3,786  3,786     Depreciation   m  13,737  15,143  14,606  14,606  

Amortisation of Goodwill  m  0  0  0  0     Amortisation of Goodwill  m  0  0  0  0  

Other Amortisation  m  0  0  0  0     Other Amortisation  m  0  0  0  0  

EBIT  m  8,298  3,596  9,248  10,598     EBIT  m  41,517  31,739  48,522  63,398  

Net Interest Income  m  - 1,325  - 1,200  - 1,200  - 1,189     Net Interest Income  m  - 5,788  - 4,914  - 4,625  - 4,112  

Associates  m  - 42  164  168  172     Associates  m  517  462  733  810  

Exceptionals  m  2,785  0  0  0     Exceptionals  m  - 1,168  2,785  0  0  

Forex Gains / Losses  m  1,036  - 548  549  647     Forex Gains / Losses  m  - 456  1,684  0  0  

Other Pre - Tax Income  m  0  0  0  0     Other Pre - Tax Income  m  0  0  0  0  

Pre - Tax Profit  m  10,752  2,012  8,765  10,228     Pre - Tax Profit  m  34,621  31,757  44,631  60,096  

Tax Expense  m  - 683  - 240  - 966  - 1,411     Tax Expense  m  - 2,708  - 3,300  - 7,901  - 11,857  

Net Profit  m  10,069  1,772  7,799  8,817     Net P rofit  m  31,913  28,457  36,729  48,239  

Minority Interests  m  - 217  - 220  - 224  - 227     Minority Interests  m  - 952  - 888  - 1,227  - 1,303  

               

Reported Earnings  m  9,852  1,552  7,576  8,590     Reported Earnings  m  30,962  27,570  35,502  46,936  

Adjusted Earnings  m  7,067  1,552  7,576  8,590     Adjusted Earnings  m  32,130  24,785  35,502  46,936  

               

EPS (rep)   2.19  0.34  1.68  1.91     EPS (rep)   3.97  6.12  7.88  10.42  

EPS (adj)   1.57  0.34  1.68  1.91     EPS (adj)   4.05  5.50  7.88  10.42  

EPS Growth yoy (adj)  %  20.4  - 66.9  104.7  114.3     EPS Growth (adj)  %  nmf  35.7  43.2  32.2  

         PE (rep)  x  15.3  9.9  7.7  5.8  

         PE (adj)  x  15.0  11.0  7.7  5.8  

               

EBITDA Margin  %  9.0  5.9  11.2  11.9     Total DPS   1.87  2.44  3.15  4.17  

EBIT Margin  %  6.2  2.9  8.0  8.7     Total Div Yie ld  %  3.1  4.0  5.2  6.9  

Earnings Split  %  28.5  6.3  30.6  34.7     Weighted Average Shares  m  7,791  4,506  4,506  4,506  

Revenue Growth  %  28.1  - 5.8  - 29.7  - 5.4     Period End Shares  m  4,506  4,506  4,506  4,506  

EBIT Growth  %  - 42.5  - 67.0  - 17.3  111.9           

               

Profit and Loss Ratios   2011A  2012E  2013E  2014E     Cashflow Analysis  2011A  2012E  2013E  2014E  

               

Revenue Growth  %  nmf  - 6.4  3.2  7.6     EBITDA  m  55,253  46,882  63,129  78,004  

EBITDA Growth  %  nmf  - 15.2  34.7  23.6     Tax Paid  m  2,708  3,300  7,901  11,85 7  

EBIT Growth  %  nmf  - 23.6  52.9  30.7     Chgs in Working Cap  m  - 10,288  16,574  9,453  9,327  

Gross Profit Margin  %  9.6  8.3  11.3  13.4     Net Interest Paid  m  5,788  4,914  4,625  4,112  

EBITDA Margin  %  10.4  9.4  12.3  14.1     Other  m  - 4,570  - 45,753  - 43,960  - 50,592  

EBI T Margin  %  7.8  6.4  9.5  11.5     Operating Cashflow  m  48,892  25,917  41,149  52,708  

Net Profit Margin  %  6.0  5.7  7.2  8.7     Acquisitions  m  0  0  0  0  

Payout Ratio  %  46.2  44.3  40.0  40.0     Capex  m  - 7,957  - 12,000  - 15,000  - 15,000  

EV/EBITDA  x  6.9  8.1  6.0  4.9     Asset S ales  m  0  0  0  0  

EV/EBIT  x  9.2  12.0  7.8  6.0     Other  m  - 3,551  - 3,458  - 4,877  - 6,954  

         Investing Cashflow  m  - 11,508  - 15,458  - 19,877  - 21,954  

Balance Sheet Ratios          Dividend (Ordinary)  m  - 6,021  - 10,973  - 14,201  - 18,774  

ROE  %  16.2  12.0  15.9  19.0     Eq uity Raised  m  155  0  0  0  

ROA  %  11.1  8.4  12.4  15.4     Debt Movements  m  - 16,736  - 14,519  - 11,446  - 11,324  

ROIC  %  nmf  9.3  12.5  15.2     Other  m  - 2,098  1,731  0  0  

Net Debt/Equity  %  46.8  43.0  36.3  28.2     Financing Cashflow  m  - 24,700  - 23,760  - 25,647  - 30,098  

Interes t Cover  x  7.2  6.5  10.5  15.4           

Price/Book  x  1.4  1.3  1.2  1.0     Net Chg in Cash/Debt  m  12,685  - 13,301  - 4,375  655  

Book Value per Share   44.1  47.4  51.9  57.9           

         Free Cashflow  m  40,935  13,917  26,149  37,708  

               

         Balance She et  2011A  2012E  2013E  2014E  

               

         Cash  m  22,606  9,304  4,930  5,585  

         Receivables  m  42,027  54,182  60,322  64,845  

         Inventories  m  36,145  44,931  50,023  60,100  

         Investments  m  0  0  0  0  

         Fixed Assets  m  235,353  232,210  232,604  232,998  

         Intangibles  m  19,247  18,247  17,247  16,247  

         Other Assets  m  17,589  23,579  32,219  44,419  

         Total Assets  m  372,967  382,453  397,345  424,194  

         Payables  m  30,331  35,636  39,146  47,365  

         Short Term Debt  m  22,064  18,165  18,043  14,098  

         Long Term Debt  m  98,102  87,482  76,158  68,779  

         Provisions  m  0  0  0  0  

         Other Liabilities  m  14,016  16,879  18,178  19,669  

         Total Liabilities  m  164,512  158,162  151,526  149,911  

         Shareholders' Funds  m  1 98,504  213,453  233,754  260,916  

         Minority Interests  m  9,950  10,838  12,065  13,367  

         Other  m  0  0  0  0  

         Total S/H Equity  m  208,454  224,291  245,819  274,283  

         Total Liab & S/H Funds  m  372,967  382,453  397,344  424,194  

              

A ll figures in THB unless noted.             

Source: Company data,  K S   Research, August 2012  
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