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Coal takes center stage

A big jump in oil rig count
Diverging views on oil demand
Conflicting messages from the Biden Administration

En Plus: Asia’s unsatiable demand drives coal price to $175/ton

A big jump in oil rig count

US commercial crude oil inventory declined by 0.45m bbls w-w. This was
a smaller drawdown than what the market was expecting (1.2m bbls
draw). On the product side, gasoline inventories declined by 1.4m bbls
while distillate stockpiles grew 1.8m bbls.

US crude oil production nudged up 100kbd w-w to 11.3mbd.

US petroleum products supplied declined by 1.7mbd to 19.5mbd. This
was driven by declines in gasoline and jet fuel as well as “other oils”.

Baker Hughes reported that US oil rig count jumped by 10 rigs to 397 rigs
as of 13 August. This was the biggest weekly rig count increase since the
first week of April. Still, the number of active rigs remains less than half of
its pre-pandemic level.

Diverging views on oil demand

There were some diverging views on oil demand outlook as the three major olil

forecasters released their monthly updates last week.

IEA: The IEA lowers its oil demand growth forecast by 100kbd to 5.3mbd
in 2021F. Demand is now expected to reach 96.2mbd this year. The
agency cites the spread of Delta variant as the key downside risks to
global oil demand recovery. For 2022F, the IEA forecasts demand growth
of another 3.2mbd. On the supply side, the IEA forecasts non-OPEC
supply growth of 600kbd and 1.7mbd in 2021-22F, respectively.

OPEC: In contrast to the IEA’s bearish view, OPEC has kept its oil
demand forecast unchanged at 6mbd in 2021F and 3.3mbd in 2022F as it
sees stronger outlook for the global economy. However, OPEC has raised
its forecast of non-OPEC supply growths to 1.09mbd this year (from
810kbd previously) and to 2.94mbd next year (from 2.1mbd previously).
This reflects not only increased quotas for Russia and Kazakhstan but
also higher output from countries outside of the OPEC+ alliance such as
the US and Canada.

EIA: Like OPEC, the EIA has kept its global oil demand forecast
unchanged. It forecasts growth of 5.3mbd and 3.6mbd in 2021-22F,
respectively.  Supply-side forecasts have been tweaked slightly with
2021F non-OPEC supply growth of 1.11mbd (+40kbd from previous
forecasts) and 2022F growth at 3.04mbd (-60kbd vs previous forecast).

News Update
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Ex 3: NEX coal price
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Conflicting messages from the Biden Administration

The Biden Administration is asking for more oil output from OPEC+ members while

seemingly trying to restrict outputs in the US and encouraging “green” energy.

Asking OPEC+ to increase output: The White House has asked OPEC+
members to increase crude oil output. This is in a bid to arrest any run-away
price increases at the pumps for Americans this summer—something that no
American president wants to see.

Discouraging growth in US output: At the same time, the Biden
Administration has kept in place restrictions on US Army Corps of Engineers
(USACE), which oversees a number of fossil fuel projects across the country.
The restrictions in place prevent USACE from engaging in any project that
would subsidize fossil fuels, including lowering the cost of production,
consumption and/or raising revenues for fossil fuel producers.

Green measures proposed: The Biden Administration has included several
“green” measures as part of its budget plan. These include tax credits for
energy storage and EVs, measures to limit methane leaks, and clean energy
standard aims at decarbonized the electricity grids.

En Plus: Asia’s unsatiable demand drives coal price to $175/ton

NEX coal price jumped nearly $20/ton w-w to reach $175/ton as of last Friday. This
was the highest level since 2008.

Strong Asian demand: Coal demand has been strong in Asia. This is led by
China with July coal import reaching a 7-month high of 30.2m tons. Demand
from other northeast Asian countries have been strong as well. South Korea’s
thermal coal import rose to an all-time high of 11.6m tons in July, up over 25%
y-y. Japan imported 15.4m tons in July, the highest level since January while
Taiwan’s July import rose to 6.8m tons, the highest level in 10 months.

Indonesia banned 34 miners from exporting: There have been several
supply-side disruptions. In Indonesia, the government has banned 34 coal
companies from exporting due to their failure to meet domestic market
obligations (DMO) quotas. Two of those firms have since been allowed to
resume exports, but for now, supplies to the export market could remain tight.

Australia’s COVID outbreak could disrupt coal operation: In Australia, new
COVID lockdown measures in Hunter Valley and Newcastle (the country’s main
coal producing regions) are threatening to disrupt coal operations. So far, the
coal industry has been able to proceed as normal though with additional
precautions. However, the tightening lockdowns could lead to manpower
issues that may eventually impact coal supplies.

China’s coal supplies disrupted by weather, COVID: Coal supplies remain
tight in China. Coal-dedicated Dagin railway’s shipment in July fell more than
20% y-y to 30.9m tons. The reduction has been due to heavy rains as well as
limited supplies from the mines due to temporary closures. Shipments from
Mongolia have also been disrupted by COVID checkpoints. Instead of the
usual 200 trucks per month, China is now receiving just over 100 trucks of coal
from Mongolia.
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Ex 4: Prices And Spreads

May-21 Jun-21 Jul-21
Oil prices
Dated Brent 42.70 44.53 60.84 68.63 73.19 68.04 73.07 74.22 71.01 70.13
Dubai 42.47 43.87 59.70 66.43 71.98 66.01 70.96 72.79 70.28 69.93
WTI 40.90 42.74 58.07 66.10 71.29 65.21 71.35 72.43 68.89 68.44

Crack spreads over Dubai

Gasoline 4.87 5.20 7.49 10.67 12.05 10.90 9.19 11.71 12.76 13.55
Jet fuel 0.68 3.79 4.25 5.36 4.48 5.79 5.57 4.44 456 4.24
Diesel 5.63 453 5.37 6.09 6.44 6.97 6.33 6.54 6.23 6.79
High-sulfur fuel oil (247)  (1.02) (428  (6.80)  (7.61) (6.90) (8.37) (8.13) (6.53) (6.85)

Refining margins

FCC / Dubai (0.13) 1.07 121 0.95 0.68 0.91 0.42 0.56 0.93 0.70
Hydrocracking / Dubai 0.03 0.52 0.71 0.77 0.77 0.74 0.64 0.74 0.83 0.74
FCC / Espo (0.66) (0.33) 1.47 1.55 1.07 1.57 0.82 0.96 1.32 1.10
FCC / Arab Light (0.90) 145 0.56 (0.51) (0.81) (0.61) (1.07) (0.93) (0.56) (0.79)
Hydrocracking / Murban 0.87 1.17 2.29 2.81 3.06 3.03 2.93 3.03 3.13 3.03
(US$/tonne)

Aromatics spreads

PX-naphtha 128 136 185 232 236 235 214 230 262 262
BZ-naphtha 35 119 191 367 364 410 348 372 322 322

Olefin spreads

HDPE-naphtha 526 608 583 576 440 562 425 432 a77 a77
LDPE-naphtha 567 780 959 936 763 914 743 754 807 807
PP-naphtha 535 695 771 709 558 667 570 552 587 587
Ethylene-naphtha 366 463 416 406 283 454 262 284 277 277
Propylene-naphtha 412 499 461 436 287 479 335 281 317 317
Henry Hub Gas (US$/mmbtu) 2.12 2.76 2.73 2.97 3.89 2.96 3.27 3.82 4.04 3.86
Coal (Newcastle) (US$/tonne) 51.60 66.20 87.47 106.49 151.35 100.44 12531 146.01 162.55 172.75

Source: Bloomberg

Ex 5: Valuation

Rating  Current Target Upside/ Market Norm EPS growth — Norm PE — EV/EBITDA — Yield —

price price (Downside) cap 2021F 2022F 2021F 2022F 2021F 2022F 2021F 2022F

(BY) (BY) (%) (US$m) (%) (%) () () (%) (%)
BANPU BUY 13.50 23.00 70.4 2,055 na 22.2 9.1 7.4 6.8 6.2 55 6.7
BCP SELL 23.90 21.00 (12.1) 987 na na na 21.9 8.4 6.5 0.0 2.5
ESSO SELL 7.05 6.90 (2.1) 732 na na na 129.2 35.2 19.9 0.0 0.4
IRPC BUY 3.78 5.10 34.9 2,317 na 9.6 135 12.3 8.7 8.0 4.4 4.9
IVL HOLD 39.75 47.00 18.2 6,694 165.2 (10.2) 131 14.6 8.1 8.3 2.7 2.4
PTG BUY 15.40 22.00 42.9 771 (3.6) 11.8 14.4 12.8 7.0 6.6 3.5 3.9
PTT BUY 35.00 48.00 37.1 29,986 177.8 3.4 9.5 9.1 4.5 4.1 5.3 5.5
PTTEP BUY 103.00 140.00 35.9 12,265 68.1 15.8 11.4 9.8 3.6 3.3 5.3 6.1
PTTGC BUY 60.00 86.00 43.3 8,115 219.4 1.2) 111 11.2 6.7 6.6 5.4 5.3
SPRC SELL 8.05 7.20 (10.6) 1,047 na na na 104.5 19.1 14.0 0.0 0.4
SUSCO BUY 3.02 4.80 58.9 100 3.0 234 141 115 6.1 4.9 3.6 4.4
TOP SELL 45.50 48.00 5.5 2,784 na 6.1 23.1 21.8 16.4 17.3 1.9 2.1

Sources: Company data, Thanachart estimates
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General Disclaimers And Disclosures:

This report is prepared and issued by Thanachart Securities Public Company Limited (TNS) as a resource only for clients of TNS,
Thanachart Capital Public Company Limited (TCAP) and its group companies. Copyright © Thanachart Securities Public Company
Limited. All rights reserved. The report may not be reproduced in whole or in part or delivered to other persons without our written
consent.

This report is prepared by analysts who are employed by the research department of TNS. While the information is from sources
believed to be reliable, neither the information nor the forecasts shall be taken as a representation or warranty for which TNS or TCAP
or its group companies or any of their employees incur any responsibility. This report is provided to you for informational purposes only
and it is not, and is not to be construed as, an offer or an invitation to make an offer to sell or buy any securities. Neither TNS, TCAP
nor its group companies accept any liability whatsoever for any direct or consequential loss arising from any use of this report or its
contents.

The information and opinions contained herein have been compiled or arrived at from sources believed reliable. However, TNS, TCAP
and its group companies make no representation or warranty, express or implied, as to their accuracy or completeness. Expressions of
opinion herein are subject to change without notice. The use of any information, forecasts and opinions contained in this report shall be
at the sole discretion and risk of the user.

TNS, TCAP and its group companies perform and seek to perform business with companies covered in this report. TNS, TCAP, its
group companies, their employees and directors may have positions and financial interest in securities mentioned in this report. TNS,
TCAP or its group companies may from time to time perform investment banking or other services for, or solicit investment banking or
other business from, any entity mentioned in this report. Therefore, investors should be aware of conflict of interest that may affect the
objectivity of this report.

Note: Thanachart Securities Public Company Limited act as a Market Maker and Derivative Warrants Issuer. At present, TNS has
issued 91 Derivative Warrants which are ACE16C2111A, ADVA16C2110A, AEON16C2108A, AOT16C2109A, AOT16C2112A,
BAM16C2110A, BANP16C2109A, BANP16C2110A, BCH16C2109A, BCH16C2111A, BCH16C2111B, BCPG16C2111A,
BDMS16C2109A, BGRI16C2110A, BH16C2109A, CBG16C2108A, CBG16C2109A, CBG16C2109B, CHG16C2111A,
COM716C2110A, COM716C2112A, CPAL16C2109A, CPAL16C2111A, CPAL16C2112A, CPF16C2108A, CPN16C2109A,
DELT16C2108A, DELT16C2109A, DOHO16C2111A, DTAC16C2112A, EA16C2108A, EA16C2110A, EGCO16C2110A,
EPG16C2109A, GPSC16C2109A, GPSC16C2110A, GULF16C2112A, GUNK16C2108A, GUNK16C2110A, HANA16C2112A,
IRPC16C2108A, IRPC16C2110A, IVL16C2109A, IVL16C2110A, IVL16C2111A, JIMAR16C2111A, JMT16C2110A, KBAN16C2108A,
KBAN16C2109A, KBAN16C2111A, KBAN16C2111B, KCE16C2109A, KCE16C2110A, KTC16C2110A, KTC16C2110B,
MINT16C2109A, MINT16C2112A, MTC16C2108A, MTC16C2109A, OR16C2108A, OR16C2109A, PRM16C2109A, PTG16C2109A,
PTT16C2109A, PTT16C2112A, PTTG16C2108A, PTTG16C2110A, PTTG16C2111A, RBF16C2110A, RS16C2108A, RS16C2109A,
S5016C2109A, S5016C2109B, S5016C2109C, S5016C2109D, S5016C2112A, S5016P2109A, S5016P2109B, S5016P2112A,
SAWA16C2112A, SCB16C2111A, SCC16C2112A, SCGP16C2109A, STA16C2112A, STEC16C2110A, STGT16C2111A,
TASC16C2109A, TOP16C2112A, TQM16C2108A, TU16C2110A, TU16C2111A (underlying securities are ACE, ADVANC, AEONTS,
AOT, BAM, BANPU, BCH, BCPG, BDMS, BGRIM, BH, CBG, CHG, COM7, CPALL, CPF, CPN, DELTA, DOHOME, DTAC, EA, EGCO,
EPG, GPSC, GULF, GUNKUL, HANA, IRPC, IVL, JMART, JMT, KBANK, KCE, KTC, MINT, MTC, OR, PRM, PTG, PTT, PTTGC, RBF,
RS, SAWAD, SCB, SCC, SCGP, SET50, STA, STEC, STGT, TASCO, TOP, TQM, TU). Since TNS covers those underlying securities
in research report, consequently TNS incurs conflicts of interest. Moreover, Investors are advised to carefully review the details and
information in the prospectus before making investment decisions.

Note: Thanachart Securities has an indirect financial interest in Ratchthani Leasing Pcl (THANI). Thanachart Securities Pcl is a
subsidiary of Thanachart Capital Pcl (TCAP) which holds more than 56% of the shareholding in Ratchthani Leasing Pcl (THANI).

Note: Thanachart Capital Public Company Limited (TCAP), TMBThanachart Bank Public Company Limited (TTB), are related
companies to Thanachart Securities Public Company Limited (TNS). Thanachart Securities Pcl is a subsidiary of Thanachart Capital
Pcl (TCAP) which holds 20.1% of the shareholding in TMBThanachart Bank Pcl.

Thanachart Capital Public Company Limited (TCAP), Ratchthani Leasing Public Company Limited (THANI), TMB Public Company
Limited, MBK PUBLIC COMPANY LIMITED (MBK) and PATUM RICE MILL AND GRANARY PUBLIC COMPANY LIMTED (PRG ) are
related companies to Thanachart Securities Public Company Limited (TNS) . Since TNS covers those securities in research report,
consequently TNS incurs conflicts of interest.

Disclosure of Interest of Thanachart Securities

Investment Banking Relationship

Within the preceding 12 months, Thanachart Securities has lead-managed public offerings and/or secondary offerings (excluding
straight bonds) of the securities of the following companies: Saksiam Leasing Pcl. (SAK TB)

Recommendation Structure:

Recommendations are based on absolute upside or downside, which is the difference between the target price and the current
market price. If the upside is 10% or more, the recommendation is BUY. If the downside is 10% or more, the recommendation is
SELL. For stocks where the upside or downside is less than 10%, the recommendation is HOLD. Unless otherwise specified,
these recommendations are set with a 12-month horizon. Thus, it is possible that future price volatility may cause a temporary
mismatch between upside/downside for a stock based on the market price and the formal recommendation.

For sectors, an “Overweight” sector weighting is used when we have BUYs on majority of the stocks under our coverage by
market cap. “Underweight” is used when we have SELLs on majority of the stocks we cover by market cap. “Neutral” is used
when there are relatively equal weightings of BUYs and SELLs.
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