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SIRI TB Outperform 2Q20 earnings below expectations
Target Price Bt 0.80 » SIRIreported 2Q20 earnings of Bt258mn, down 9.5% YoY but up 317.6%
QoQ. This was 53.2% below our forecast. No interim dividend in 1H20.
Price (17/08/2020) Bt 0.74
Upside % 8.11 » A 12.3ppt drop YoY in 2Q20 GPM wiped out the benefit of top-line growth
Valuation PER of 181%. QoQ, top line and GPM expansions boosted earnings.
:Iea‘i-tlfert Cap Prog:nr:y Develor(:-n ;;'st » We maintain our Outperform rating and mid-2021 TP of Bt0.80. Less
30-day avg turnover Btm 31.02 aggressive sales promotions will restore its operating outlook in 2H20.
No. of shares on issue m 14,863
CG Scoring veryGood Investment Highlights
- — » 2Q20 earnings fell 9.5% YoY but increased 317.6% QoQ to Bt258mn. This
Investment fundamentals was 53.2% below our forecast of Bt552mn. Much lower equity income of Bt165mn
YearendDec31  2019A 2020E  2021E  2022E against our forecast of Bt328mn, due to bigger-than-expected price promotions at
::\Z:j:‘(’;:;“da's rasto 32081 27924 30511 JV condominium projects, and higher-than-expected interest expense and corporate
S 2:190 1:030 1:455 1:965 tax of Bt53mn and Bt164mn respectively were the main factors for the_dlf_feren_ce
Net profit (Btmn) 2302 1130 1455 1965 between the actual result and our forecast. Sales revenue and GPM were in line with
Net EPS (BY) 017 0.08 0.10 0.13 our estimates while SG&A expenses come in much lower than we had forecast.
ECEQ?;) (2“132 (2”5)‘7' gzz ZZZ » Robust revenue growth offset by inferior profitability, as expected. In
REE—— 20:39 _55:05 28:73 35:08 2Q20, SIRI was able to grow core revenue strongly by 180.8% YoY and 78.1% QoQ
ROA (%) 2.3 0.92 1.29 1.68 to Bt11.1bn. This was largely driven by the success of an aggressive pricing strategy
ROE (%) 7.74 327 3.79 5.05 under which SIRI cut selling prices to support the liquidation of unsold but
Net D/E (x) 1.74 135 1.47 1.52 completed inventory as fast as possible. While revenue from the hotel and education
Valuation businesses fell to nearly zero in the quarter due to the impact of COVID-19, sales
P/E (x) 6.44 9.73 7.56 5.60 revenue grew 309.1% YoY and 91.9% QoQ to Bt10.3bn. However, the excellent
BV (€3 B @& W& & revenue involved a trade-off with a sharp drop of GPM to only 20.0%, down sharply
EV/ EBITDA_ 9 2398 2635 221 1879 by 12.3ppt YoY. While GPM rebounded 4.3ppt QoQ, it remained very low.
Dividend yield (%) 7.34 5.14 6.61 8.93
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Furthermore, SIRI booked a provision on diminution in value of investments of
Bt67mn at its own level and of Bt205mn at the JV level. 2Q20 NPM thus came in at
2.3%, down from 7.2% in 2Q19 and 1.0% in 1Q20. This was although it was able
to cut SG&A-to-sales ratio strongly to 15.2% in 2Q20 from 29.4% in 2Q19 and
20.9% in 1Q20 on the benefit of better economies of scale.

» Balance sheet strengthened by perpetual debentures. At the end of 2Q20,

SIRI's net IBDE ratio fell to 1.63x from 1.97x at the end of 1Q20. Despite booking
a loss of Bt306mn from the resale of treasury stock of 720mn shares in the quarter,
which was slightly higher than the reported net earnings of Bt258mn, the successful
issuance of subordinated perpetual debentures of Bt2.97bn plus the big reduction
in IBD, thanks to the high rate of rights transfer and the low level of capex in the
quarter, helped greatly reduce its overall financial risk. In the event it makes no new
big investments in the near future plus and given its plan to issue another lot of
perpetual debentures of Bt2.5bn, its IBDE in 3Q20 is highly likely to fall further. Note
that SIRI announced it would pay no interim dividend from its 1H20 performance to
reserve CF as a cushion against the impacts of the COVID-19 epidemic.

Valuation and Recommendation
» We maintain our Outperform rating and mid-2021 TP of Bt0.80 for SIRI. While profit

margin in 2Q20 was very thin, SIRI showed an ability to liquidate inventory quickly,
thanks to its strong brand. This helped reduce its financial risk dramatically.
Although DE ratio remains high, a shift in focus to profitability will gradually
strengthen its financial status and should attract attention from investors unless it
aggressively invests in new long-term projects that cannot generate returns in a
short period of time.
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Fig 1 2Q20 earnings fell 9.5% YoY but up 317.6% QoQ

3019 4Q19 1Q20 2Q20  %YoY  %QoQ %YTD2020E

Financials

Sales (Btmn) 3,966 5,302 8,731 6,252 11,138 180.8 78.1 54.2 32,081
EBITDA (Btmn) 530 399 1,149 163 917 73.0 462.6 43.8 2,468
Operating profit (Btmn) 436 281 1,020 -24 701 60.9 3,080.6 34.6 1,959
Core profit (Btmn) 373 107 1,272 -36 256 -31.4 819.9 21.4 1,030
Net profit (Btmn) 285 451 1,251 62 258 -9.5 317.6 28.3 1,130
Net EPS (Bt) 0.02 0.03 0.09 0.00 0.02 -13.9 297.3 28.6 0.08
Performance Drivers

Presales (Btmn) 4,456 2,856 6,416 6,652 12,909 189.7 94.1 61.7 31,683
New launch (Btmn) 10,252 1,602 15,595 1,317 1,817 -82.3 38.0 16.3 19,200
Net D/E (x) 1.81 1.89 1.89 1.97 1.63 -10.0 -17.1 121.2 1.3
Ratios Change ** Avg YTD 2020E
Gross margin (%) 32.3 24.2 23.0 15.7 20.0 -12.3 4.3 17.9 21.5
EBITDA margin (%) 13.4 7.5 13.2 2.6 8.2 -5.1 5.6 5.4 7.7
Optg. margin (%) 11.0 53 11.7 -0.4 6.3 -4.7 6.7 3.0 6.1
ROE (%) 3.8 6.1 16.2 0.8 3.0 -0.9 2.2 1.9 0.0

Remark: ** = Change in ppt
Source: Company data and KS Research
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Year-end 31 Dec

Income Statement (Btmn) 2018A 2019A 2020E 2021E 2022E Cashflow (Btmn) 2018A 2019A 2020E 2021E 2022E
Revenue 26,246 24,310 32,081 27,924 30,511 Net profit 2,042 2,275 1,018 1,480 1,993
Cost of sales and services -18,577 -18,154 -25,198 -20,650 -22,350 Depreciation & amortization 310 429 509 444 485
Gross Profit 7,669 6,156 6,883 7,274 8,161 Change in working capital -23,065 -23,661 -3,833 -8,274 -596
SG&A -5,555 -4,644 -5885 -5655 -5,881 Others 14,905 13,669 -570 -48 -49
Other income 792 1,050 961 1,102 1,142 CF from operation activities -5,807 -7,287 -2,876 -6,397 1,833
EBIT 3,145 3,833 2,529 2,769 3,471 Capital expenditure -639 -2,131 -1,389 -1,414 -1,463
EBITDA 3,216 2,991 2,468 3,166 3,907 Investment in subs and affiliates -175 180 -49 68 -86
Interest expense -570 -936 -976 -907 -963 Others -1,682 838 370 3,552  -2,167
Equity earnings 444 881 455 48 49 CF from investing activities -2,496 -1,112  -1,068 2,206 -3,716
EBT 2,576 2,897 1,554 1,862 2,508 Cash dividend -1,634  -1,432  -1,018 -614 -804
Income tax -533 -622 -536 -382 -515 Net proceeds from debt 11,359 8,359 -1,598 4,874 3,362
NPAT 2,042 2,275 1,018 1,480 1,993 Capital raising 0 0 0 0 0
Minority Interest 4 117 112 -25 -28 Others -466 -328 7,315 -443 -443
Core Profit 2,271 2,190 1,030 1,455 1,965 CF from financing activities 9,258 6,599 4,699 3,817 2,116
Extraordinary items -225 203 100 0 0 Net change in cash 955 -1,801 755 -374 233
FX gain (loss) 0 0 0 0 0 Key Statistics & Ratios
Reported net profit 2,046 2,392 1,130 1,455 1,965 Per share (Bt)
Balance Sheet (Btmn) Reported EPS 0.14 0.17 0.08 0.10 0.13
Cash & equivalents 3,933 2,132 2,887 2,513 2,746 Core EPS 0.16 0.15 0.07 0.10 0.13
ST investments 2,369 341 481 419 458 DPS 0.12 0.08 0.04 0.05 0.07
Accounts receivable 122 1,970 2,085 1,815 1,983 BV 2.12 2.19 2.57 2.60 2.64
Inventories 57,846 64,157 66,395 73,442 74,776 EV 4.06 5.07 4.37 4.73 4.94
Other current assets 6,473 5,983 6,353 5,740 6,122 Free Cash Flow -0.44 -0.67 -0.29 -0.53 0.02
Total current assets 70,742 74,583 78,202 83,929 86,084 Valuation analysis
Investment in subs & others 726 561 722 628 687 Reported P/E (x) 8.40 6.44 9.73 7.56 5.60
Fixed assets-net 16,048 22,886 23,422 22,146 24,556 Core P/E (x) 7.56 7.04 10.68 7.56 5.60
Other assets 7,841 10,306 10,667 9,285 10,145 P/BV (x) 0.56 0.50 0.29 0.29 0.28
Total assets 95,357 108,336 113,013 115,987 121,472 EV/EBITDA (x) 1837 2398  26.35 22.21 18.79
Short-term debt 18,635 15,807 19,051 22,254 24,122 Price/Cash flow (x) -2.96 -2.12 -3.82 -1.72 6.00
Accounts payable 1,676 2,193 2,887 2,513 2,746 Dividend yield (%) 10.15 7.34 5.14 6.61 8.93
Other current assets 8,815 10,240 11,148 9,703 10,603 Profitability ratios
Total current liabilities 29,125 28,240 33,086 34,471 37,470 Gross margin (%) 29.22 25.32 21.46 26.05 26.75
Long-term debt 29,544 42,060 37,218 38,888 40,383 EBITDA margin (%) 12.25 12.31 7.69 11.34 12.80
Other liabilities 5,835 6,161 3,406 2,927 3,198 EBIT margin (%) 11.98 15.77 7.88 9.92 11.37
Total liabilities 64,504 76,461 73,710 76,286 81,052 Net profit margin (%) 7.78 9.36 3.17 5.30 6.53
Paid-up capital 15903 15,903 15,903 15,903 15,903 ROA (%) 2.32 2.23 0.92 1.29 1.68
Share premium 2,296 2,296 2,296 2,296 2,296 ROE (%) 6.62 7.74 3.27 3.79 5.05
Reserves & others, net 1,348 1,116 7,551 7,551 7,551 Liquidity ratios
Retained earnings 11,301 11,628 12,439 12,837 13,556 Current ratio (x) 2.43 2.64 2.36 2.43 2.30
Minority interests 4 931 1,113 1,113 1,113 Quick ratio (x) 0.22 0.16 0.16 0.14 0.14
Total shareholders’ equity 30,852 31,875 39,302 39,701 40,419 Leverage Ratios
Total equity & liabilities 95,357 108,336 113,013 115,987 121,472 Liabilities/Equity ratio (x) 2.09 2.40 1.88 1.92 2.01
Key Assumptions Net debt/EBITDA (x) 13.02 18.52 21.44 18.39 15.69
New launch (Btmn) 65,020 29,558 19,200 29,000 32,000 Net debt/equity (x) 1.36 1.74 1.35 1.47 1.52
Pre-sales 48,344 20,337 31,683 25,748 26,781 Int. coverage ratio (x) 5.52 4.10 2.59 3.05 3.61
Revenue growth (%) -14.87 -7.37 31.97 -12.96 9.27 Growth
Gross margin (%) 29.22 25.32 21.46 26.05 26.75 Revenue (%) -14.87 -7.37 3197 -12.96 9.27
SGRA to sales (%) 21.17 19.10 18.35 20.25 19.28 EBITDA (%) -25.67 -6.97 -17.51 28.28 23.41

Reported net profit (%) -27.57 1693 -52.76  28.73 35.08

Reported EPS (%) -26.07  20.39 -55.05 28.73 35.08

Core profit (%) -23.29 -3.59  -52.95 41.21 35.08

Core EPS (%) -21.70 -0.74  -55.23  41.21 35.08
Source: Company, KS estimate
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Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject security(ies) and subject company(ies); and
no part of the compensation of the research analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in
the report.

Investment Ratings

Outperform : Expected total return of 10% or more within a 12-month period
Neutral : Expected total return between -10% and 10% within a 12-month period
Underperform : Expected total return of -10% or worse within a 12-month period

General Disclaimer

This document is prepared by Kasikorn Securities Public Company Limited ("KS"). This document has been prepared for individual clients of KS only and must
not, either in whole or in part, be copied, photocopied or duplicated in any form or by any means or distributed to any other person. If you are not the intended
recipient you must not use or disclose the information in this research in any way. If you received it in error, please immediately notify KS by return e-mail and
delete the document. We do not guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by any other
person.

This document, including information, data, statements, forecasts, analysis and projections contained herein, including any expression of opinion, is based on
public available information or information obtained from sources believed to be reliable, but KS does not make any representation or warranty on, assumes no
responsibilities for nor guarantees the accuracy, completeness, correctness or timeliness of such information. KS accepts no obligation to correct or update the
information or opinions in it. The statements or expressions of opinion herein were arrived at after due and careful consideration and they were based upon
such information or sources then, and in our opinion are fair and reasonable in the circumstances prevailing at the time. The information or expressions of
opinion contained herein are subject to change without notice.

Nothing in this document shall be construed as an offer or a solicitation of an offer to buy or sell any securities or products, or to engage in or refrain from
engaging in any transaction. In preparing this document, KS did not take into account your specific investment objectives, financial situation or particular needs.
This document is for your information only and is not to be taken in substitution for the exercise of your judgment. KS salespeople, traders and other
professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions which are contrary to the opinions
expressed in this document. Before making an investment decision on the basis of this document, you should obtain independent financial, legal or other advice
and consider the appropriateness of investment in light of your particular investment needs, objectives and financial circumstances. There are risks involved in
the investment in securities. KS accepts no liability whatsoever for any direct, indirect, consequential or other loss (including claim for loss of profit) arising from
any use of or reliance upon this document and/or further communication given in relation to this document.

Any valuations, opinions, estimates, forecasts, projections, ratings or risk assessments herein constitute a judgment as of the date of this document, and there
can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, projections, ratings or risk
assessments. Any valuations, opinions, estimates, forecasts, projections, ratings or risk assessments described in this document were based upon a number of
estimates and assumptions and are inherently subject to significant uncertainties or contingencies. It can be expected that one or more of the estimates on
which the valuations, opinions, estimates, forecasts, projections, ratings or risk assessments were based will not materialize or will vary significantly from actual
results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, projections, ratings or risk assessments described herein is not to be relied
upon as a representation and/or warranty by KS (i) that such valuations, opinions, estimates, forecasts, projections, ratings or risk assessments or their
underlying assumptions will be achieved, or (ii) that there is an assurance that future results or events will be consistent with any such valuations, opinions,
estimates, forecasts, projections, ratings or risk assessments stated therein.

KS along with its affiliates and/or persons associated with it may from time to time have interests in the securities mentioned in this document. KS and its
associates, their directors and/or employees may have positions in, and may effect transactions in securities mentioned herein and may also perform or seek to
perform broking, investment banking, advisory and other securities services for companies mentioned in this document.

Corporate Governance Report Disclaimer

The disclosure of the survey result of the Thai Institute of Directors Association (“"IOD") regarding corporate governance is made pursuant to the policy of the
Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of companies listed on the Stock Exchange of Thailand
and the Market of Alternative Investment disclosed to the public and able to be accessed by a general public investor at http://www.thai-
iod.com/en/publications-detail.asp?id=170 . The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based
on inside information.

The survey result is as of the data appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after
that date. KS does not confirm nor certify the accuracy of such survey result.

Structured Notes and Derivative Warrants Disclaimer
KS may be the issuer of structured notes on these securities.

KS acts as market maker and issuer of Derivative Warrants ("DWs") on the underlying stocks listed below. Investors should carefully read the details of the DWs
in the prospectus before making any investment decisions.

DWs Underlying Stocks: ADVANC, AMATA, AOT, BANPU, BBL, BCH, BDMS, BEM, BGRIM, BH, BIC, BTS, CBG, CENTEL, CK, COM7, CPALL, CPF, CPN, DOHOME, EA,
GULF, GUNKUL, HANA, HMPRO, IRPC, IVL, KCE, KKP, KTC, LH, MINT, MTC, PTG, PTT, PTTEP, PTTGC, SCB, SCC, SPRC, STEC, TISCO, TOP, TRUE, TU, VGI and WHA
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