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BUY (Unchanged) TP: Bt 95.00

Company Update Upside: 25.4%

COM7 Pcl. (COM7 TB)

Another record earnings

We expect COM7 to report a new earnings high in 4Q21F, despite
some stock shortages, of Bt720m, up 30% y-y and 29% q-q.
Momentum is continuing into 1Q22F with likely higher profit. Market
share gains and scale benefits are the names of the game and we
expect another 38% EPS growth this year. Reaffirm BUY.

Another record quarter

COM7’s 4Q21F earnings look likely to be far better than we had
expected earlier and we now estimate them at Bt720m, up 30%
y-y and 29% g-q. This is despite some supply shortages of
tablets, computers and smart phones. While demand has been
strong in general, we believe COM7 has continued to gain market
share and enjoyed some pent-up demand from the lockdown in
3Q21, when profit of Bt560m was nearly flat from 2Q21. Sales so
far in 1Q22 have grown both y-y and g-q despite both 1Q21 and
4Q21 being high-base quarters.

Boosting our earnings

We raise our earnings by 16% in 2021F and 14/11% in 2022-23F.
Our new assumptions for same-store sales (SSS) growth, store
openings and EBIT margins are shown in Exhibit 4. We lift our
DCF-based 12-month TP (2022F base year) to Bt95 (from Bt87)
and reaffirm our BUY rating on COM7. After our earnings boost,
we forecast another 38% y-y EPS growth this year. We expect
the industry to grow 5% this year after figures of -3/+10% in 2020-
21F. With market-share gains, we estimate COM7’s sales growth
at 23% y-y this year driven by both higher SSS growth and more
aggressive store openings. COM7 is adding new, small-home
appliance products and plans to introduce new, higher-margin
exclusive products, co-branded with Xiaomi and Oppo.

More aggressive store expansion

COM?7 plans to open at least 150 stores this year vs. 124/100-
plus in 2020-21. Of the total 958 stores as of 9M21, over 40 were
in the new standalone format, 802 in shopping malls and 109
franchised stores. Half of the expansion this year is targeted to be
in the standalone format which was a major success last year.
The new format allows COM7 to gain market share from other
smaller players. The standalone format, which is at least double
the size of shops in shopping malls, also helps COM7 to sell new
product lines, eg, home appliances. COM7 expects standalone
shops to eventually make a higher profit per store than shops in
malls given that rental costs are more than 50% lower.

Market share factors

We estimate COM7’s market share to rise to 21% in 2021F from
15% in 2019. Key market-share gain factors are: more aggressive
store expansion than other players; some small and SME-sized
players having exited the market during the COVID years; more
partnership deals such as True Shop, BigC Supercenter, Index
Mall and potentially Lotus; more lower-priced models driving out
second-hand mobile shops and kiosks; COM7’s greater product
variety and SKUs with similar pricing and promotions.

(From: Bt 87.00)

24 JANUARY 2022

PATTADOL BUNNAK
662 — 483 8298
pattadol.bun@thanachartsec.co.th

COMPANY VALUATION

Y/E Dec (Bt m) 2020A 2021F 2022F 2023F
Sales 37,306 48,256 59,017 66,271
Net profit 1,491 2,425 3,341 4,083
Consensus NP — 2,347 2918 3,639
Diff frm cons (%) — &3 14.5 12.2
Norm profit 1,449 2,425 3,341 4,083
Prev. Norm profit — 2,091 2,920 3,685
Chg frm prev (%) — 16.0 14.4 10.8
Norm EPS (Bt) 1.2 2.0 2.8 3.4
Norm EPS grw (%) 19.1 67.3 37.8 22.2
Norm PE (x) 62.7 37.5 27.2 22.3
EV/EBITDA (x) 39.0 25.7 19.2 16.0
P/BV (x) 23.6 19.3 16.0 13.7
Div yield (%) 13 21 3.0 3.9
ROE (%) 40.1 56.7 64.3 66.2
Net D/E (%) 22.4 5.6 0.6 (5.7)

PRICE PERFORMANCE

(Bt/shr) COM7 (%)
90 Rel to SET Index 100
80 80
70 WA 60
60 40
50 _,-w" 20
40 0
30 + T T  (20)
Jan-21 May-21 Sep-21 Jan-22

COMPANY INFORMATION

Price as of 24-Jan-22 (Bt) 75.75
Market Cap (US$ m) 2,755.5
Listed Shares (m shares) 1,200.0
Free Float (%) 45.7
Avg Daily Turnover (US$ m) 16.0
12M Price HI/L (Bt) 83.75/43.00
Sector Commerce

Major Shareholder Khun Sura Kanittavikul 25.05%

Sources: Bloomberg, Company data, Thanachart estimates

This report is prepared by Thanachart Securities. Please contact our salesperson for authorisation. Please see the important notice on the back page



COMPANY NOTE

com7 PATTADOL BUNNAK

Raising our earnings and
TP to Bt95

Boosting our earnings

We reaffirm our BUY rating on shares of COM7 Pcl (COM7) with a higher, DCF-based 12-
month TP, using a 2022F base year, of Bt95/share (from Bt87) as we now expect 4Q21F
results and the company’s longer-term prospects to be stronger than we had expected
earlier. We boost our earnings estimates by 16/14/11% in 2021-23F. After the upgrades, we
project 38% EPS growth in 2022F, after 19/67% growth in 2020-21F. Strong earnings
growth is derived from both sales growth and rising EBIT margins from COM7’s meaningful
operating leverage impact and more exposure from higher-margin IT products which we
mention below.

Ex 1: Strong Earnings Growth

(Btm)) . . (y-y%)
mmmm Normalized profit (LHS) Growth (RHS)

4,500 - - 80
4,000 A L 70
3,500 b L 60
3,000 -
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2,000 -
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1,500 - '
1,000 A 20

|l o = . 0

2016 2017 2018 2019 2020 2021F 2022F  2023F

Sources: Company data, Thanachart estimates

Ex 2: Sales Growth

Ex 3: Expanding EBIT Margin

Bt m -y% %
BUM) e Sales (LHS) Growth RHs) Y% 06)
70,000 - - 35 8 - 7.3
7 6.7
60,000 A - 30
5.9
6 -
50,000 A - 25
5 4 45 46
40,000 - - 20 3.9
30,000 15 " 33
’ h i 3 2.6
20,000 A - 10 5
10,000 A - 5 1 A
0 - T T T 0 0 A T T T \
2016 2017 2018 2019 2020 2021F 2022F 2023F 2016 2017 2018 2019 2020 2021F 2022F 2023F
Sources: Company data, Thanachart estimates Sources: Company data, Thanachart estimates

THANACHART RESEARCH



COMPANY NOTE com7 PATTADOL BUNNAK

Ex 4: Our Assumptions

2019 2020 2021F 2022F 2023F
#Stores 787 911 1,040 1,190 1,300
Sales growth from incremental stores (%) 8 5 14 9 4
Same-store-sales growth (%) 12 7 15 13 9
Total sales growth 20 12 29 22 12
Gross margin (%) 12.6 12.9 13.0 13.3 13.5
Sg&a to sales(%) 8.8 8.0 7.0 6.6 6.2
EBIT Margin (%) 45 46 5.9 6.7 7.3
Sources: Company data, Thanachart estimates
Industry growth and We expect the sources of COM7’s growth to come from both industry growth and its own
market-share gains are market-share gains, with the latter being the main driver. We discuss this further below.

sources of sales growth

Ex 5: Assumption Revisions

Sales (Bt m)

New 33,362 37,306 48,256 59,017 66,271
Old 45,291 55,610 62,605
Change (%) 6.5 6.1 5.9

Same-store-sales growth (%)

New 7.0 7.0 15 13 10
Old 12 12 10
# stores

New 787 991 1,040 1,190 1,300
Old 1,030 1,150 1,260

Gross margin (%)

New 13.2 12.6 13.0 13.3 135
Old 12.9 13.2 13.6
Change (pp) 0.0 0.1 (0.0)

SG&A/sales (%)

New 8.8 8.0 7.0 6.6 6.2
Old 7.5 7.0 6.6
Change (pp) (0.5) (0.4) (0.3)

Normalized profit (Bt m)

New 1,217 1,449 2,425 3,341 4,083
Old 2,091 2,920 3,685
Change (%) 16.0 14.4 10.8

Sources: Company data, Thanachart estimates

THANACHART RESEARCH 3



COMPANY NOTE com7 PATTADOL BUNNAK

Ex 6: 12-month DCF-based TP Calculation Using A Base Year Of 2022F

(Bt m) ‘ 2022F  2023F  2024F  2025F  2026F  2027F  2028F  2029F  2030F  2031F  2032F Ter\Te:Fuag

EBITDA 4223 5147 6252 7,405 8544 9805 11,166 12,677 14,356 16,219 18,289 —

Free cash flow 2,643 3565 4,330 5343 6450 7,434 8494 9674 10,985 12,440 13,989 187,758

PV of free cash flow 2,636 3010 3359 3,809 4,151 4380 4582 4778 4968 5151 5101 68,466

Risk-free rate (%) 35

Market risk premium (%) 8.0

Beta 1.0

WACC (%) 9.6

Terminal growth (%) 2.0

Enterprise value - add

investments 114,392

Net debt (2021F) 265

Minority interest 19

Equity value 114,109

# of shares 1,200

Target price/share (Bt) 95

Sources: Company data, Thanachart estimates
Despite decent growth, Industry growth: We expect Thailand’s hardware-based IT industry to grow by 5% in
2021 was still a low-base 2022F. We recap that the industry shrank by 3% in 2020 amid the COVID lockdown before
year growing by 10% in 2021F. Despite being a decent year thanks to strong demand for IT

products like computers, tablets and smart phones amid the work-/study-from-home trend,
we regard 2021 as a low-base year on the back of the 1.5-month shopping mall lockdown
and product shortages. This year, we expect the low-base effect and accelerated launch of
5G phones and smart gadgets to drive industry growth. We also believe that COVID has
structurally shifted people faster into the digital world. This year, many more consumer and
home-appliance products with 5G functions should be launched as well.

Ex 7: Overall IT Industry Growth In Thailand
(%)

12 -
10.0
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8 4

4.2 4.5 4.0
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0 1 T T T T I T

) 1
4 -

2016 2017 2018 2019 2020 2021F 2022F 2023F

Sources: Company data, Thanachart estimates
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COMPANY NOTE

com7 PATTADOL BUNNAK

Market-share gains will
likely be COM7’s main
growth driver

Market-share gains: This is the reason why we forecast COM7’s sales to be much higher
than the industry’s growth. We estimate COM7s market share in the mobile and IT markets
to have risen from 15% in 2019 to 21% in 2021. In those years, its same-store sales (SSS)
averaged 11% p.a. and store expansion averaged 11% p.a. Note that COM?7 is the largest
mobile and IT store chain in Thailand.

The mobile industry’s value breakdown is 35% retail store chains, where COM?7 is
positioned, 30% telecom operator-owned stores, and 35% independent stores. The market
is very fragmented with many small and independent players which implies much more
room for COM7 to gain further market share, in our view. As for the IT market, there is no
solid breakdown of market value information. But note that of the retail store chain players,
only COM7 sells both mobile and IT products at its stores. This offers a key scale
advantage and is also a good draw for traffic to its stores.

We estimate COM7’s market share to rise from 21% in 2021 to 24/26/28% in 2022-24F and
for this to come from both SSS growth of 13/10/9% and 9/3/4% store expansion (see Exhibit
4). Our long-term growth numbers reflect our assumption for COM7’s market share to rise to
30% in 2025F which is the level the company believes it can achieve. We don’t regard this
assumption as too aggressive. Exhibit 8 shows that COM7’s net margin has improved over
the years while those of its peers have fallen. This implies COM7’s strength has increased
as it gained market share while those of others have fallen. The main mechanism in our
view is that due to the industry’s razor-thin net margin and relatively high fixed cost (e.g.,
rental and labour expenses), the more market share COM7 gains, the more scale benefits it
enjoys and thus rising margins. Also, as COM7 requires relatively low capex to grow (e.g.,
low cost to open new stores and to renovate to grow via same-store-sale), its profitability
ratio such as ROE rises with higher sales (Exhibit 12). We discuss COM7’s market share
gain factors below.

Ex 8: COM7’s Net Margin Vs. Competitors’

COM7 18 2.4 2.7 3.2 3.6 3.9

Average main peers' net margin 0.8 0.6 1.0 1.7 1.0 1.4
- Advice 0.6 1.0 0.9 11 1.2 1.2
- CSC 0.1 na 1.3 2.2 0.7 na
- ITCITY na 0.5 0.3 11 0.6 na
- Jaymart - - - 3.8 na 1.3
- J.I.B. 0.3 0.2 0.3 0.4 0.7 0.8
- Power Buy 2.3 0.6 23 1.3 1.8 2.3

Sources: Company data, BOL
Note: *na implies loss making

THANACHART RESEARCH



COMPANY NOTE com7 PATTADOL BUNNAK
Ex 9: A Large Sales Gap
(Bt bn)
- *2020
50 45
45 4
40 A
35 4
30 A
25 A
20 A 16
15 1 12
10 - 8
] 4 3
Ccom7 Power Buy Advice J.I.B. IT CITY CSC
Sources: Company data, BOL
Ex 10: Net D/E Ratio Ex 11: EBITDA, EBIT And Capex
() (Btm)
—EBIT —— EBITDA Capex
0.5 - 6,000 A
0.42
0.4 A 5,000 A
0.3 A 4,000 -
0.23 025 0.23
02 1 015 3,000 A
0.1 A 0.06 2,000 -
0.01
0.0 T T T ] 1,000 -
0.1) - (0.06) 0

2016 2017 2018 2019 2020 2021F 2022F 2023F

2016 2017 2018 2019 2020 2021F 2022F 2023F

Sources: Company data, Thanachart estimates

Sources: Company data, Thanachart estimates

Ex 12: Rising ROE

(%)
70 - 64.3 66.2
60 - 56.7
50 o
39.6 40.1

40 34.9
a0 | 28.1

215
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Sources: Company data, Thanachart estimates

THANACHART RESEARCH
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com7 PATTADOL BUNNAK

Ex 13: COM7’s Market Share
(%)
30 A

255
25 235

21.0
20 A

15

17.0
14.8
12.9
10.7
10 { 85
5 j I
0 - T T T T T T T
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Sources: Company data, Thanachart estimates

Ex 14: Same-Store-Sales Growth Ex 15: New Store Growth
(%) (%)
ig ] 18.0 iz ] 18
16 A 15.0 16 A 10 15
14 - 13.0 14 A 1 » 13
121 10.0 121 10
10 A 10
8 1 8 1 7
6 1 6 1
4 A 4 -
2 1 2
0 A T T T \ 0 A T T T \
2016 2017 2018 2019 2020 2021F 2022F 2023F 2016 2017 2018 2019 2020 2021F 2022F 2023F
Sources: Company data, Thanachart estimates Sources: Company data, Thanachart estimates

Market share gains factors

SSS growth factors

COMT7’s market-share drivers are discussed below:

Same-store sales (SSS) growth: As being the only store chain that has a big-space store
format to sell both mobile and IT products, COM7 naturally attracts more traffic. COM7’s
average size of its main stores in malls is 150 sqgm, or 30-50% larger than those of most of
its competitors which can accommodate only either mobile or IT products in one shop.
COM7’s success has proven that size matters since with bigger store sizes, it has a greater
variety of mobile, tablets and computers for its clients to choose from while it also has space
for trending new Internet of Thing (loT)-based products. COM7’s shops, based on our
experience, are also more pleasant and roomy as the stores are very big so they are not
packed with products like those of other retailers and therefore customers tend to feel more
comfortable. We believe this factor has supported its SSS over the years.

THANACHART RESEARCH
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com7 PATTADOL BUNNAK

Store expansion factors

We believe the reason its competitors can’t replicate COM7’s strategy now is because the
industry has finished its high growth cycle and is heading more toward a saturation point
which makes any new capex cycles for smaller rivals unjustified. For peers to change
format to COM7’s they would have to more than double the size of each store with
significant capital required to support higher inventory value. And as we discuss below this
would be very risky because the IT retail industry has a razor-thin net margin by nature.
Please refer to Exhibit 8, which shows that COM7’s net margin has improved over time
while those of its peers have declined.

This year, aside from planning to add in more in-demand loT-based products, COM7 is also
planning to introduce exclusive products items which would be co-branded with brands
owners such as Xiaomi and Oppo. The plan is to choose exclusive or limited-edition items
to be sold only in COM7’s shops. They generate far higher margins than COM7’s main non-
exclusive items.

Store _expansion: COM7 as of 3Q21 had 958.stores. Of those, 40-plus were in the
standalone format, 802 in shopping malls and 109 franchised. For its main-brand shops
which are mainly in shopping malls, COM7 believes there is still a room to increase
penetration although it already has a presence in more than 70% of leading shopping malls
such as Central. Thanks to its multiple brand shops, COM7 believes it can have more than
one shop in each mall. COM7 has proven that opening multiple brand shops in the same
mall doesn’t cannibalize its other shops as they focus on different client segments (see
Exhibit 17). In fact, COM7 can also has two same-brand shops in some large malls without
cannibalization.

COM7 expects to open at least 150 new stores this year, excluding those under the
franchise model. COM7 expects half of the new outlets to be in its new, standalone format,
which the company expects be the main growth driver.

Ex 16: Store Openings

(no. stores)
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1,190
1,200 -
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646
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369 434
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Sources: Company data, Thanachart estimates
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Ex 17: COM7’s Shop Brands
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Source: Company data
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com7 PATTADOL BUNNAK

COM7’s new standalone
format

COM7 opened 30-plus standalone outlets last year to test the market and this proved
successful as they managed to make profits in the first month of operation. The standalone
stores have at least twice the area of its existing shops in malls at around 150 sgm. This
new format is also intended to serve new product categories of 10T, or smart consumer and
home appliances. These are large in size and need bigger stores to be displayed. The
standalones still make lower profit per store than those in malls but COM7 sees
opportunities for them to generate higher profits when sales volume increases as a
standalone shop’s rental expense is at least half of that of a shop in a mall. Looking forward,
COM7 plans to open larger standalone stores to accommodate more products.

Will the standalone shops cannibalize clients from it malls shops? We don’t think so. COM7
plans to open the standalone outlets in areas lacking shopping malls. It did, however, try to
open some standalones close to shopping malls where it has its shops in. There was some
cannibalization but the overall results still implied net positive growth in new customers. For
instance, the new standalone shops lured some customers from its mall shops but the
increase in new customers visiting the standalones more than offset those. Also, COM7
believes clients coming to standalone outlets spend more money than at those in malls as
there are more products to choose from.

Ex 18: Existing Standalone Format

Source: Company data

THANACHART RESEARCH
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com7 PATTADOL BUNNAK

Ex 19: New Standalone Format

Source: Company data

Contracted stores are
another new driver

Another new store format is the contracted model. COM7 has since late last year secured
contracts to sell its products under its shop brand Banana IT at BigC Supercenter
hypermarkets and in Index living malls. This is not COM7’s shop model but space in the
hypermarkets. COM7 so far has a presence in 50 BigC branches (out of BigC’s total of 152
branches) and around15 in Index malls. If the business works well, COMT is likely to
expand to other branches. COM7 also plans to sell its products in Lotus, another one of
Thailand’s leading supermarket chains. Note that the overall IT product-trading business
under the department store and hypermarket model hasn’t done well over the years given
department stores’ lack of experience and focus in IT products. However, with COM7’s
largest, well-recognized Banana IT shops and its expertise over the years in having built up
its business to have the largest market share in the IT products industry, we expect it to also
succeed with this business model. Another good thing for COM7 is that it still has low
exposure to this sales format at hypermarkets.

THANACHART RESEARCH
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COMPANY NOTE com7 PATTADOL BUNNAK

Ex 20: An Example of A Contracted Store

SAMSUNG

Source: Company data

THANACHART RESEARCH 12



COMPANY NOTE com7 PATTADOL BUNNAK

Valuation Comparison

Ex 21: Valuation Comparison With Regional Peers

EPS growth —PE— —P/BV— EV/EBITDA Div yield
Name BBG code Country 21F 22F 21F 22F 21F 22F 21F 22F 21F 22F

(%) (%) *) ) ) ) ) 6 ) (%)

Marks & Spencer Group MKS LN UK na (6.4) 10.1 11.2 17 1.6 5.8 6.0 0.3 3.7
J Sainsbury SBRY LN UK 110.2 1.9 12.6 12.4 1.0 0.9 5.5 54 4.2 4.2
Tesco TSCO LN UK 78.4 2.5 13.7 13.4 1.7 1.6 7.3 7.2 3.6 7.7
Carrefour SA CAFP France 13.1 14.8 12.6 11.0 1.4 1.3 6.7 6.3 3.1 35
Casino Guichard CO FP France (9.1) 21.6 11.7 9.6 0.8 0.7 7.3 7.0 3.9 4.1
Aeon 8267 JP Japan na 394 86.5 62.0 2.2 2.2 8.7 8.0 1.4 1.5
Lotte Shopping 023530 KS S. Korea na (43.4) 10.7 17.1 0.2 0.2 10.3 8.2 3.7 3.8
Shinsegae 004170 KS S. Korea na 19.3 7.2 6.1 0.6 0.5 6.9 6.5 0.9 0.9
Amore Pacific Group 002790 KS S. Korea na (9.4) 17.5 17.8 1.1 1.1 5.9 5.1 1.0 1.1
Wal-Mart Stores WMT US USA 16.9 5.2 21.9 20.8 4.6 4.3 11.5 111 1.6 1.6
Home Depot Inc HD US USA 29.3 4.3 22.5 21.5 na na 15.6 15.2 1.9 2.0
Berli Jucker * BJC TB Thailand (0.5) 25.7 315 25.1 1.1 1.0 13.3 12.9 1.6 2.0
COM7 * COM7 TB Thailand 67.3 37.8 37.5 27.2 19.3 16.0 25.7 19.2 2.1 3.0
CP AllI* CPALL TB Thailand (37.9) 84.8 57.4 31.1 5.3 4.8 16.9 14.3 0.9 1.6
Central Pattana * CPN TB Thailand (49.9) 163.1 90.2 34.3 3.2 3.0 22.3 15.6 0.9 1.4
Central Retail Corp. Pcl * CRCTB Thailand na na na 47.1 4.0 3.7 14.4 104 0.0 0.8
Siam Global House * GLOBAL TB Thailand 64.0 18.0 28.4 24.1 4.8 4.2 22.4 19.0 14 1.7
Home Product* HMPRO TB Thailand 4.1 22.8 34.3 28.0 8.4 7.7 18.4 15.8 2.3 29
Siam Makro * MAKRO TB Thailand (5.0) 16.4 34.7 29.8 1.4 1.4 23.3 36.1 1.2 2.7
MC Group * MC TB Thailand 04 (11.5) 16.1 182 2.0 2.0 7.1 7.6 6.1 5.6
Average 20.1 21.4 29.3 23.4 34 3.1 12.8 11.8 2.1 2.8

Sources: Company data, Thanachart estimates

Note: * Thanachart estimates using normalized EPS growth
** MC'’s fiscal year ends in June.

Based on 24-Jan-2022 closing prices

THANACHART RESEARCH 13



APPENDIX

com7

PATTADOL BUNNAK

COMPANY DESCRIPTION

COMPANY RATING

Com7 Pcl (COM7) runs a chain of retail outlets that imports, retails,
and distributes computers and IT-related products in Thailand. The
company offers products such as smartphones, tablets, notebooks
and computers. COM7 also offers computer components, such as
CPUs, hard drives, and networks and accessories.

Rating Scale
Industry
Outlook
Excellent 5
Analyst Business
REC. Qutlook Good 4
Fair 3
CG Manage
ting* t
rating men Weak P
Very Weak 1
Financials Operating y
None 0

Source: Thanachart

THANACHART’S SWOT ANALYSIS

S — Strength

= Strong distribution channels nationwide

= More products and brands

= Diversification into higher-margin businesses

= Leverage effect from better utilization of assets
= Apple’s largest distributor in Thailand

O — Opportunity

» 4G to 5G migration

= Improving economy

= Increasing speed and bandwidth usage

= New development technology

Source: Thanachart; * CG Rating

W — Weakness
= Low-margin retail business

= Risk from obsolete inventory

T — Threat
= Fierce competition in handsets and IT-related products
= Fast-moving technological advances

= Rising competition from new entrants

CONSENSUS COMPARISON

RISKS TO OUR INVESTMENT CASE

Consensus Thanachart Diff
Target price (Bt) 86.64 95.00 10%
Net profit 21F (Bt m) 2,347 2,425 3%
Net profit 22F (Bt m) 2,918 3,341 14%
Consensus REC BUY: 9 HOLD: 1 SELL: 0

HOW ARE WE DIFFERENT FROM THE STREET?

" Our 2021-22F earnings and TP are relatively similar to the
Bloomberg consensus numbers. We still regard the Street’s
and our numbers as conservative as they look to have yet to
factor in growth from COM?7’s potential new businesses.

" More competition in the existing retail business would be the
key downside risk to our call.

" A worse-than-expected economy and lower IT-related
demand would represent secondary downside risks.

Sources: Bloomberg consensus, Thanachart estimates

Source: Thanachart

THANACHART RESEARCH
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FINANCIAL SUMMARY

com7 PATTADOL BUNNAK

Strong sales growth
despite the COVID crisis

Multi-year strong
earnings growth, based
on our estimates

INCOME STATEMENT

FY ending Dec (Bt m) 2019A 2020A 2021F 2022F 2023F
Sales 33,362 37,306 48,256 59,017 66,271
Cost of sales 28,946 32,596 41,999 51,148 57,304

Gross profit 4,416 4,710 6,257 7,869 8,967

% gross margin 13.2% 12.6% 13.0% 13.3% 13.5%

Selling & administration expenses 2,925 2,986 3,399 3,899 4,113
Operating profit 1,491 1,724 2,858 3,970 4,854

% operating margin 4.5% 4.6% 5.9% 6.7% 7.3%

Depreciation & amortization 200 630 693 755 819
EBITDA 1,691 2,354 3,551 4,725 5,673

% EBITDA margin 5.1% 6.3% 7.4% 8.0% 8.6%

Non-operating income 28 47 61 74 83

Non-operating expenses 0 0 0 0 0

Interest expense (52) (53) (53) (55) (38)
Pre-tax profit 1,467 1,718 2,865 3,989 4,899

Income tax 289 328 536 746 916
After-tax profit 1,178 1,390 2,329 3,243 3,983

% net margin 3.5% 3.7% 4.8% 5.5% 6.0%

Shares in affiliates' Earnings 39 64 100 102 104

Minority interests 1 4) 4) 4) 4)

Extraordinary items 1) 41 0 0 0

NET PROFIT 1,216 1,491 2,425 3,341 4,083

Normalized profit 1,217 1,449 2,425 3,341 4,083

EPS (Bt) 1.0 12 2.0 2.8 3.4

Normalized EPS (Bt) 1.0 1.2 2.0 2.8 3.4

BALANCE SHEET

FY ending Dec (Bt m)

ASSETS:

Current assets: 7,217 5,861 7,011 8,554 9,045
Cash & cash equivalent 1,304 1,121 1,000 1,400 1,200
Account receivables 926 864 1,118 1,367 1,535
Inventories 4,819 3,664 4,722 5,610 6,128
Others 167 211 172 177 182

Investments & loans 513 675 837 999 1,161

Net fixed assets 645 506 559 626 655

Other assets 785 2,165 2,053 1,911 1,660

Total assets 9,160 9,207 10,460 12,090 12,520

LIABILITIES:

Current liabilities: 5,629 4,430 5,096 5,628 5,307
Account payables 3,349 2,464 3,175 3,937 4,411
Bank overdraft & ST loans 2,139 1,283 815 925 530
Current LT debt 0 0 0 0 0
Others current liabilities 142 683 1,105 766 366

Total LT debt 5 708 450 510 292

Others LT liabilities 149 198 190 233 261

Total liabilities 5,784 5,336 5,736 6,371 5,860

Minority interest 2 19 23 23 27

Preferreds shares 0 0 0 0 0

Paid-up capital 300 300 300 300 300

Share premium 899 899 899 899 899

Warrants 0 0 0 0 0

Surplus 0 (15) (15) (15) (15)

Retained earnings 2,175 2,668 3,517 4,512 5,449

Shareholders' equity 3,374 3,852 4,701 5,696 6,633

Liabilities & equity 9,160 9,207 10,460 12,090 12,520

Sources: Company data, Thanachart estimates
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CASH FLOW STATEMENT

FY ending Dec (Bt m) 2019A 2020A 2021F 2022F 2023F
Earnings before tax 1,467 1,718 2,865 3,989 4,899
Tax paid (266) (276) (512) (688) (894)
Depreciation & amortization 200 630 693 755 819
Chg In working capital (567) 332 (600) (376) (212)
Chg In other CA & CL / minorities 1 492 494 (305) (323)
Cash flow from operations 835 2,896 2,940 3,375 4,289
Capex (155) (28) (250) (300) (300)
Right of use 0 (1,718) (100) (100) (100)
ST loans & investments (53) 36 44 0 0
LT loans & investments (161) (162) (162) (162) (162)
Adj for asset revaluation 0 0 0 0 0
Chg In other assets & liabilities (60) (46) (292) (238) (168)
Cash flow from investments (429) (1,917) (760) (800) (729)
Debt financing 452 (149) (725) 170 (613)
Capital increase 0 0 0 0 0
Dividends paid (600) (960) (1,576) (2,346) (3,146)
Warrants & other surplus (13) (52) 0 0 0
Cash flow from financing (161) (1,161) (2,301) (2,175) (3,759)
Free cash flow 680 2,868 2,690 3,075 3,989
VALUATION

FY ending Dec 2019A 2020A 2021F 2022F plopkis
Normalized PE (x) 74.7 62.7 375 27.2 22.3
Normalized PE - at target price (x) 93.7 78.7 47.0 34.1 27.9
PE (x) 74.7 61.0 375 27.2 22.3
PE - at target price (x) 93.7 76.5 47.0 34.1 27.9
EV/EBITDA (x) 54.2 39.0 25.7 19.2 16.0
EV/EBITDA - at target price (x) 67.9 48.8 322 24.1 20.0
P/BV (x) 26.9 23.6 19.3 16.0 13.7
P/BV - at target price (x) 33.8 29.6 24.2 20.0 17.2
P/CFO (x) 108.9 314 30.9 26.9 21.2
Price/sales (x) 2.7 2.4 1.9 15 14
Dividend yield (%) 1.1 13 2.1 3.0 3.9
FCF Yield (%) 0.7 3.2 3.0 34 4.4
(BY)

Normalized EPS 1.0 1.2 2.0 2.8 34
EPS 1.0 1.2 2.0 2.8 34
DPS 0.8 1.0 1.6 2.3 3.0
BV/share 2.8 3.2 3.9 4.7 5.5
CFO/share 0.7 2.4 25 2.8 3.6
FCF/share 0.6 2.4 2.2 2.6 3.3

Sources: Company data, Thanachart estimates
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FINANCIAL RATIOS

FY ending Dec 2019A 2020A 2021F 2022F 2023F
Growth Rate
Sales (%) 195 11.8 29.4 22.3 12.3
Net profit (%) 36.5 22.6 62.7 37.8 22.2
EPS (%) 36.5 22.6 62.7 37.8 22.2
Normalized profit (%) 37.8 19.1 67.3 37.8 22.2
Normalized EPS (%) 37.8 19.1 67.3 37.8 22.2
Dividend payout ratio (%) 78.9 80.5 80.5 82.0 87.0
Operating performance
Gross margin (%) 13.2 12.6 13.0 13.3 13.5
Operating margin (%) 4.5 4.6 5.9 6.7 7.3
EBITDA margin (%) 51 6.3 7.4 8.0 8.6
Net margin (%) 3.5 3.7 4.8 5.5 6.0
D/E (incl. minor) (x) 0.6 0.5 0.3 0.3 0.1
Net D/E (incl. minor) (x) 0.2 0.2 0.1 0.0 (0.1)
Interest coverage - EBIT (x) 28.4 324 53.8 72.1 128.2
Interest coverage - EBITDA (x) 32.2 44.3 66.9 85.9 149.8
ROA - using norm profit (%) 14.5 15.8 24.7 29.6 33.2
ROE - using norm profit (%) 39.6 40.1 56.7 64.3 66.2
DuPont
ROE - using after tax profit (%) 38.3 38.5 54.5 62.4 64.6
- asset turnover (x) 4.0 4.1 4.9 5.2 5.4
- operating margin (%) 4.6 4.7 6.0 6.9 7.4
- leverage (x) 2.7 25 2.3 2.2 2.0
- interest burden (%) 96.5 97.0 98.2 98.6 99.2
- tax burden (%) 80.3 80.9 81.3 81.3 81.3
WACC (%) 8.8 8.8 8.8 8.8 8.8
ROIC (%) 35.2 33.1 49.2 65.0 68.8
NOPAT (Bt m) 1,198 1,395 2,323 3,228 3,946
invested capital (Bt m) 4,213 4,721 4,966 5,732 6,255
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 116
Derivative Warrants which are ~ ACE16C2201A, ACE16C2202A, ADVA16C2201A, ADVA16C2202A, AEON16C2201A, AEON16C2201B,
AOT16C2204A, AOT16C2202A, BAM16C2204A, BANP16C2204A, BANP16C2201A, BANP16C2202A, BBL16C2204A, BBL16C2201A,
BBL16C2203A, BCH16C2201A, BCH16C2203A, BEC16C2202A, BGRI16C2205A, CBG16C2204A, CBG16C2201A, CBG16C2202A,
CHG16C2202A, COM716C2203A, CPAL16C2204A, CPAL16C2203A, CPF16C2205A, CPN16C2202A, CRC16C2204A, DELT16C2202A,
DELT16C2203A, DOHO16C2202A, EA16C2205A, EA16C2201A, ESSO0O16C2202A, GLOB16C2201A, GLOB16C2203A, GPSC16C2205A,
GPSC16C2201A, GPSC16C2201B, GPSC16C2203A, GULF16C2202A, GUNK16C2205A, GUNK16C2201A, GUNK16C2203A, HANA16C2204A,
HANA16C2202A, HMPR16C2202A, INTU16C2201A, INTU16C2202A, IVL16C2202A, JAS16C2202A, JMAR16C2205A, JMAR16C2201A,
JMAR16C2202A, JMT16C2205A, JMT16C2201A, JMT16C2203A, KBAN16C2201A, KBAN16C2202A, KCE16C2205A, KCE16C2201A,
KTC16C2202A, LH16C2202A, MAJO16C2201A, MINT16C2204A, MINT16C2203A, MTC16C2204A, MTC16C2202A, OR16C2202A, OR16C2203A,
PTG16C2201A, PTG16C2202A, PTG16C2203A, PTL16C2201A, PTL16C2202A, PTL16C2202B, PTT16C2201A, PTT16C2203A, PTTE16C2203A,
RBF16C2202A, RS16C2205A, RS16C2201A, S5016P2203B, S5016C2112A, S5016C2112B, S5016C2112C, S5016C2112D, S5016C2203A,
S5016P2112A, S5016P2112B, S5016P2112C, S5016P2112D, S5016P2203A, SAWA16C2204A, SAWA16C2202A, SCB16C2201A, SCB16C2202A,
SCC16C2204A, SCGP16C2201A, SCGP16C2202A, SPAL16C2202A, SPRC16C2201A, STA16C2203A, STA16C2201A, STEC16C2204A,
STEC16C2201A, STGT16C2202A, SYNE16C2202A, TASC16C2201A, TOP16C2202A, TRUE16C2202A, TRUE16C2203A, TU16C2204A,
TU16C2202A, WHA16C2202A (underlying securities are ACE, ADVANC, AEONTS, AMATA, AOT, BAM, BANPU, BBL, BCH, BEC, BGRIM, CBG,
CHG, COM7, CPALL, CPF, CPN, CRC, DELTA, DOHOME, DTAC, EA, ESSO, GLOBAL, GPSC, GULF, GUNKUL, HANA, HMPRO, INTUCH, IRPC,
IVL, JAS, JMART, JMT, KBANK, KCE, KTC, LH, MAJOR, MEGA, MINT, MTC, OR, PTG, PTL, PTT, PTTEP, RBF, RS, SAWAD, SCB, SCC, SCGP,
SPALI, SPRC, SET50, STA, STEC, STGT, SYNTEC, TASCO, TOP, TRUE, TU, WHA). 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 21.2%
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), SCG Packaging Pcl (SCGP TB)
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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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