HOLD (From: SELL)

Change in Recommendation

TP: Bt 57.00 (From: Bt 45.00) 13 JUNE 2022

Upside : 0.4%

Thai Oil PublicCo Ltd (TOP TB)
Diluted GRM benefits

Despite our more bullish view on the refinery market, we only upgrade
TOP to HOLD as we do not expect the company to fully benefit from
the high GRM environment because of hedging losses and its loss-
making aromatics unit.
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Upgrading to HOLD

COMPANY VALUATION
This report is a part of Energy sector — A longer period of high
GRM, dated 13 June 2022. We upgrade TOP to HOLD (from Sell) Y/E Dec (Bt m) 2021A  2022F 2023F  2024F
following its recent share price correction and our more positive Sales 345,496 460,867 423,639 406,717

view on the refinery margin outlook. TOP is our least preferred
refinery play because of hedging losses and its loss-making
aromatics unit that uses captive feedstock of around 12% of its
refinery capacity. Despite our 41-92% earnings upgrades in 2022-
24F on the back of our higher GRM assumptions, there is limited
potential upside to our higher DCF-based 12-month TP, rolled
over to a 2023F base year, of Bt57 (from Bt45).

Hedging loss dilutes GRM benefits

TOP has a larger product hedging position than its Thai refinery
peers. It booked the largest hedging loss amount of US$6/bbl, or
Bt7bn in 1Q22. The hedging reduced net earnings that TOP could
otherwise have earned fully from the jump in market GRM. The
company has outstanding hedging positions for around 45% of its
1H22 volume and 20-30% of its 2H22 volume. Most of the
hedging positions are for diesel, the spread for which has
continued to trend higher to US$20/bbl in 2Q22 vs. US$15/bbl in
1Q22. This means the company will have to book a further
hedging loss for its outstanding hedging positions.

A drag from aromatics business

TOP uses platformate (12% of total refinery output in 1Q22) as a
key feedstock for its aromatics unit, whose key products are
paraxylene (PX) and benzene. Platformate can also be used to
produce gasoline and its price is linked to the gasoline price. With
the surge in gasoline prices, the PX over ULG95 spread is now
negative, implying its PX unit is making losses. Note that PX has
been in a structural down market and its spread wasn’t decent
even before the rise in the feedstock price. Aromatics contributed
30% of TOP’s earnings in 2021.

Capital increase looks near

TOP announced in July 2021 a capital-raising plan for 1H22. We
expect this to be finalized by 3Q22. The plan is to raise a
maximum of Bt10bn or 275m shares (from 2,040m existing
shares, or 11.9% EPS dilution), implying a price of Bt36/share to
existing shareholders. The money is to be used for its refinery
expansion (to 275KBD from 400KBD currently) and for capex
spending on its 15.4%-owned Indonesian petrochemical firm
Chandra Asri (TPIA IJ, Non-rated). This should remove the
overhang concern on the stock. And there is also a possibility of
lower capital increase amount given larger cash flows because of
the jump in GRM. We have yet to factor the capital raising into
our numbers.
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COMPANY NOTE TOP YUPAPAN POLPORNPRASERT

Ex 1: Companies’ Outstanding Hedging Positions
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Ex 4: New Singapore Complex GRM Assumptions

(US$/bbl) ——— New——— ———0ld———  ——— Change (%)

2021 1Q22 2023F  2024F 2023F 2022F 2023F 2024F

Gasoline-Dubai  11.0 17.8 313 40.0 271 20.3 18.3 16.5 13.0 12.0 64.0 56.0 52.0

Diesel-Dubai 67 196 331 320 270 174 15.1 19.1 140 140 | 420 220 7.0
Jet-Dubai 58 162 368 334 253 208 188 176 130 130 | 440  60.0  44.0
HSFO-Dubai 4.9)  (8.3) 28 (61) (54) (80) (80) (77)  (80)  (8.0) 300 0.0 0.0
SG GRM 3.1 80 186 186 142 9.1 7.7 7.3 5.5 52| 940 650  49.0

Sources: Company data, Thanachart estimates
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COMPANY NOTE TOP YUPAPAN POLPORNPRASERT
Ex 5: Earnings Revisions
(Bt m) Normalized profit TP ‘
2022F 2023F 2024F (Bt/shr)
New 16,466 12,233 9,699 57.00
Old 8,591 6,512 6,868 45.00
Change (%) 91.7 87.9 41.2 26.7

Source: Thanachart estimates

Ex 6: Key Assumption Changes

Old

2022F

2022F

2023F

Market GRM (US$/bbl) 11.31
Utilization (%) 108.0
Aromatic utilization (%) 75.0
PX-ULG 95 (US$/tonne) 50.00

6.67
108.0

80.0
120.00

6.65
95.0

80.0
150.00

5.65
108.0

80.0
100.00

4.52
108.0

80.0
120.00

6.08
95.0

80.0
150.00

Change (%)
2022F 2023F
100.4 47.4
0.0 0.0
(6.3) 0.0
(50.0) 0.0

9.3
0.0

0.0
0.0

Source: Thanachart estimates

Ex 7: 12-month DCF-based TP Calculation For Downstream Business, Using A Base Year Of 2023F

2023F 2024F 2025F 2026F  2027F
EBITDA 25224 27112 27,119 27,145 28,183
Free cash flow (21,798) 12,825 22,637 18,662 19,640
PV of free cash flow (20,299) 11,118 18,088 13,787 13,451
Risk-free rate (%) 25
Market risk premium (%) 8.0
Beta 1.0
WACC (%) 74
Terminal growth (%) 2.0
Enterprise value - add 246,317
investments
Net cash/(debt) (2022F) 166,823
Minority interest 2,780
Equity value 76,714
# of shares (m) 2,040
Equity value/share (Bt) 38
Sum-of-the-parts valuation Value

(Bt m)

Downstream 76,714
Power (GPSC) 10,898
Chandra Asri 28,291
Total value per share 115,903

2028F 2029F 2030F
29,220 30,232 28,488
20,554 21,438 19,929
13,048 12,617 10,874

Per share

(Bt/shr)

38

5

14

57

30,232
21,604
8,961

2031F  2032F

30,232 30,232

21,577 21,547

10,504 9,681
% of total

66%
9%
24%

Terminal

Value

348,447
144,536

Methodology

DCF
DCF

BBG consensus

Sources: Thanachart estimates
Note: Net debt position is for all businesses except GPSC, which is not consolidated
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APPENDIX TOP YUPAPAN POLPORNPRASERT

COMPANY DESCRIPTION COMPANY RATING

Thai Oil Pcl (TOP) is the flagship refinery under the PTT group which Rating Scale

owns a 49% stake in the company. Its capacity of 275kbd makes up Industry

. . . Outlook Excellent 5

25% of Thailand’s total. With a Nelson complexity of 9.8, TOP

produces 0.8m tpa of aromatics and 0.3m tpa of lube base oil and Good 4

bitumen. The company also recently purchased a 15% stake in listed

company Chandra Asri, one of the leading petrochemical complexes Fair 3

in Indonesia, which is also owned by SCC with a 30.5% stake. Its )
Weak

other businesses include power, marine transport and ethanol ea

production. ) Very Weak 1
None 0

Source: Thanachart Source: Thanachart; *CG Rating

THANACHART’S SWOT ANALYSIS
S — Strength W — Weakness
= Some of the lowest operating costs in the region. = Volatile earnings due to commodity exposure especially in

« Being part of the PTT group gives TOP secured off-take the refining business where demand outlook is weak.

agreements. = Weak balance sheet with substantial capex over the next two

years due to the USD4bn investment in clean fuel project

(CFP).
O — Opportunity T — Threat
= Potential further chemical expansion following investment in = High oil prices could slow local demand and force it to sell in
Chandra Asri. the lower-margin export market.
= Ability to upgrade derivatives into value-added plastic = Overpaying for acquisitions and higher-than-expected
products. expansion costs.
CONSENSUS COMPARISON RISKS TO OUR INVESTMENT CASE
Consensus Thanachart Diff
" The key upside risk to our call is a higher-than-expected
Target price (Bt) 65.12 57.00 -12% GRM or aromatics spread (chiefly PX) while a lower-than-
Net profit 22F (Bt m) 21,938 26,114 19% expected light sweet crude premium would be a secondary
Net profit 23F (Bt m) 12,180 9,811 -19% upside risk to our call.
Consensus REC BUY: 17 HOLD:8  SELL: 1 Another secondary upside risk to our call would be lower oil
prices, which would serve to decrease cash costs and raise
HOW ARE WE DIFFERENT FROM THE STREET? profits.

™ Qur 22F net profit is above the Bloomberg consensus as we “ Downside risk is sudden increase in China oil export or

incorporate inventory gain, however, we are significantly collapse in demand that will lead to refinery margin

below consensus for 2023F profit as we incorporate inventory correction.
loss.

" Consequently, our DCF-based target price is also lower than
the street.

Sources: Bloomberg consensus, Thanachart forecasts Source: Thanachart
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FINANCIAL SUMMARY TOP YUPAPAN POLPORNPRASERT
INCOME STATEMENT
FY ending Dec (Bt m) 2020A 2021A 2022F 2023F 2024F
We expect earnings to Sales 247,913 345,496 460,867 423,639 406,717
normalize at a higher Cost of sales 255,300 333,614 432,659 401,742 386,487
base. Gross profit (7,387) 11,882 28,208 21,897 20,230
% gross margin -3.0% 3.4% 6.1% 5.2% 5.0%
Selling & administration expenses 2,650 3,056 5,070 4,660 4,474
Operating profit (10,037) 8,826 23,138 17,237 15,756
% operating margin -4.0% 2.6% 5.0% 4.1% 3.9%
Depreciation & amortization 7,554 7,424 7,454 7,987 11,356
EBITDA (2,483) 16,250 30,592 25,224 27,112
% EBITDA margin -1.0% 4.7% 6.6% 6.0% 6.7%
Non-operating income 1,115 1,136 1,515 1,393 1,337
Non-operating expenses 0 0 0 0 0
Interest expense (4,292) (3,595) (4,180) (4,629) (6,375)
Pre-tax profit (13,215) 6,367 20,474 14,001 10,718
Income tax (647) 2,034 4,758 3,029 2,411
After-tax profit (12,568) 4,333 15,715 10,971 8,307
% net margin -5.1% 1.3% 3.4% 2.6% 2.0%
Shares in affiliates' Earnings 2,566 1,675 1,317 1,783 1,892
Minority interests (419) (425) (567) (521) (500)
Extraordinary items 7,120 6,995 9,648 (2,422) (1,188)
NET PROFIT (3,301) 12,578 26,114 9,811 8,511
Normalized profit (10,421) 5,583 16,466 12,233 9,699
EPS (Bt) (1.6) 6.2 12.8 4.8 4.2
Normalized EPS (Bt) (5.1) 2.7 8.1 6.0 4.8
BALANCE SHEET
FY ending Dec (Bt m)
ASSETS:
Current assets: 114,229 101,239 89,346 88,308 85,453
Cash & cash equivalent 71,354 29,696 10,000 15,000 15,000
Balance sheet is stronger Account receivables 12,702 23,415 28,033 25,768 24,739
given more favorable Inventories 22,461 39,576 39,905 37,054 35,647
earnings outlook Others 7,712 8,552 11,408 10,486 10,067
Investments & loans 24,521 55,412 55,412 55,412 55,412
Net fixed assets 145,225 178,399 233,646 261,025 264,826
Other assets 22,213 27,094 30,100 29,791 29,924
Total assets 306,188 362,144 408,504 434,537 435,615
LIABILITIES:
Current liabilities: 28,620 38,476 49,636 50,351 50,510
Account payables 9,517 23,001 25,441 11,007 11,648
Bank overdraft & ST loans 713 929 975 1,191 1,167
Current LT debt 7,952 4,213 8,792 25,781 25,265
Others current liabilities 10,438 10,334 14,428 12,372 12,430
Total LT debt 136,237 163,343 167,055 189,062 185,276
Others LT liabilities 21,212 37,230 48,086 46,087 45,446
Total liabilities 186,069 239,050 264,777 285,500 281,232
Minority interest 3,889 2,213 2,780 3,302 3,802
Preferreds shares 0 0 0 0 0
Paid-up capital 20,400 20,400 20,400 20,400 20,400
Share premium 2,456 2,456 2,456 2,456 2,456
Warrants 0 0 0 0 0
Surplus (2,557) (7,805) (8,141) (8,141) (8,141)
Retained earnings 95,930 105,829 126,230 131,019 135,866
Shareholders' equity 116,229 120,881 140,946 145,735 150,581
Liabilities & equity 306,188 362,144 408,504 434,537 435,615

Sources: Company data, Thanachart estimates
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FINANCIAL SUMMARY

TOP

YUPAPAN POLPORNPRASERT

CAPEX on a declining
trend over the next three
years

PB at 0.8x 23F justify by
ROE of 8.5%

CASH FLOW STATEMENT
FY ending Dec (Bt m)
Earnings before tax

Tax paid

Depreciation & amortization

Chg In w orking capital

Chg In other CA & CL / minorities
Cash flow from operations

Capex

Right of use

ST loans & investments

LT loans & investments

Adj for asset revaluation

Chg In other assets & liabilities
Cash flow from investments
Debt financing

Capital increase

Dividends paid

Warrants & other surplus
Cash flow from financing

Free cash flow

2020A
(13,215)
871
7,554
2,096
(1,806)
(4,500)

(46,220)
(14,729)
(8)
9,124
0
24,448
(27,385)
27,070
0
(1,020)
578
26,628

(50,720)

2021A

6,367
(1,747)
7,424
(14,344)
(7,818)
(10,117)

(40,599)
(2,402)
8
(30,891)
0
31,282
(42,602)
18,988
0
(2,652)
(5,274)
11,061

(50,716)

2022F

20,474
(4,592)
7,454
(2,507)
(1,790)
19,038

(62,700)
(500)

0

0

0

22,177
(41,023)

8,337

0
(5,712)
(336)

2,289

(43,662)

2023F

14,001
(3,066)
7,987
(9,318)
(4,972)
4,630

(35,366)
(500)

2,046
(33,820)
39,212

0
(5,022)

0
34,189

(30,736)

2024F

10,718

(2,462)

11,356

3,077
(5,372)

17,317

(15,157)

(500)

6,330
(9,327)
(4,326)
0
(3,664)
0
(7,991)

2,160

VALUATION
FY ending Dec

Normalized PE (x)

Normalized PE - at target price (x)
PE (x)

PE - at target price (x)
EV/EBITDA (x)

EV/EBITDA - at target price (x)
P/BV (x)

P/BV - at target price (x)
P/CFO (x)

Price/sales (x)

Dividend yield (%)

FCF Yield (%)

(Bt)

Normalized EPS
EPS

DPS

BV/share
CFO/share
FCF/share

2020A
na
na

na

na

na

1.0
1.0

(25.7)
0.5
1.2

(43.8)

(5.1)
(1.6)
0.7
57.0
(2.2)
(24.9)

20.7
20.8
9.2
9.2
15.7
15.7
1.0
1.0

(11.4)
0.3
46

(43.8)

2.7
6.2
26

59.3
(5.0)
(24.9)

7.0
7.1
4.4
45
9.2
9.3
0.8
0.8
6.1
0.3
5.3

(37.7)

8.1
12.8
3.0
69.1
9.3

(21.4)

2023F

9.5
9.5
1.8
11.9
12.6
12.6
0.8
0.8
25.0
0.3
3.4

(26.5)

6.0
4.8
1.9
71.4
2.3
(15.1)

2024F
11.9
12.0
13.6
13.7
1.5
11.5
0.8
0.8
6.7
0.3
29
1.9

4.8
4.2
1.7
73.8
8.5
1.1

Sources: Company data, Thanachart estimates
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FINANCIAL SUMMARY TOP YUPAPAN POLPORNPRASERT

FINANCIAL RATIOS
FY ending Dec 2020A 2022F 2023F
Growth Rate
Sales (%) (31.9) 394 334 (8.1) (4.0)
With higher earnings Net profit (%) na na 107.6 (62.4) (13.3)
base, ROE set to EPS (%) na na 107.6 (62.4) (13.3)
normalize at a higher Normalized profit (%) na na 194.9 (25.7) (20.7)
base Normalized EPS (%) na na 194.9 (25.7) (20.7)
Dividend payout ratio (%) (43.3) 42.2 23.4 40.0 40.0
Operating performance
Gross margin (%) (3.0) 3.4 6.1 5.2 5.0
Operating margin (%) (4.0) 2.6 5.0 4.1 3.9
EBITDA margin (%) (1.0) 4.7 6.6 6.0 6.7
Net margin (%) (5.1) 1.3 3.4 2.6 20
D/E (incl. minor) (x) 1.2 1.4 1.2 1.4 14
Net D/E (incl. minor) (x) 0.6 1.1 1.2 1.3 1.3
Interest coverage - EBIT (x) na 2.5 5.5 3.7 2.5
Interest coverage - EBITDA (x) na 4.5 7.3 5.4 4.3
ROA - using norm profit (%) na 1.7 4.3 2.9 2.2
ROE - using norm profit (%) na 4.7 12.6 8.5 6.5
DuPont
ROE - using after tax profit (%) na 3.7 12.0 7.7 5.6
- asset turnover (x) 0.8 1.0 1.2 1.0 0.9
- operating margin (%) na 2.9 5.3 4.4 4.2
- leverage (x) 2.5 2.8 2.9 2.9 2.9
- interest burden (%) 148.1 63.9 83.0 75.2 62.7
- tax burden (%) na 68.1 76.8 78.4 77.5
WACC (%) 7.4 7.4 7.4 7.4 7.4
ROIC (%) (6.2) 3.2 6.8 4.4 3.5
NOPAT (Bt m) (10,037) 6,007 17,761 13,508 12,212
invested capital (Bt m) 189,777 259,670 307,769 346,770 347,289

Sources: Company data, Thanachart estimates
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DISCLAIMER TOP YUPAPAN POLPORNPRASERT

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 70
Derivative Warrants which are  ADVANC16C2210A, AMAT16C2209A, AMAT16C2206A, AOT16C2209A, AOT16C2206A, AWC16C2207A,
BAM16C2206A, BAM16C2207A, BANP16C2207A, BCH16C2207A, BEC16C2207A, BGRI16C2209A, BLA16C2209A, BLA16C2205A,
BLA16C2208A, CBG16C2207A, CENTEL16C2209A, CHG16C2207A, COM716C2211A, COM716C2208A, COM716C2209A, DOHO16C2207A,
EA16C2206A, EA16C2207A, EA16C2209A, ESS016C2209B, ESSO16C2209A, GPSC16C2206A, GPSC16C2207A, GPSC16C2209A,
GULF16C2207A, GUNK16C2206A, GUNK16C2207A, GUNK16C2209A, HANA16C2207A, HANA16C2209A, IVL16C2209A, IVL16C2206A,
JMART16C2210A, JMAR16C2206A, JMT16C2207A, KBAN16C2206A, KBAN16C2208A, KBAN16C2209A, KCE16C2208A, KCE16C2209A,
KTC16C2209A, MEGA16C2207A, MINT16C2207A, MTC16C2209A, PTG16C2209A, PTTE16C2209A, PTTG16C2207A, RBF16C2209A,
RCL16C2208A, SET5016P2209B, S5016C2206A, S5016C2209A, S5016P2206A, S5016P2206B, S5016P2209A, SAWA16C2209A, SCB16C2208A,
SPRC16C2209A, STEC16C2209A, SYNE16C2206A, TOP16C2206A, TTA16C2211A, TTA16C2207A, TTA16C2208A, WHA16C2209A (underlying
securities are ADVANC, AMATA, AOT, AWC, BAM, BANPU, BCH, BEC, BGRIM, BLA, CBG, CENTEL, CHG, COM7, DOHOME, EA, ESSO, GPSC,
GULF, GUNKUL, HANA, IVL, JMART, JMT, KBANK, KCE, KTC, MEGA, MINT, MTC, PTG, PTTEP, PTTGC, RBF, RCL, SET50, SAWAD, SCB,
SPRC, STEC, SYNEX, TOP, TTA, WHA) before making investment decisions.

Note: Our major shareholder TCAP (Thanachart Capital Pcl) which holding 50.96% of Thanachart Securities and also TCAP holding 100% of
Thanachart SPV1 Co. Ltd. TCAP and Thanachart SPV1 Co. Ltd has stake in THANI for 60% and being the major shareholder of 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 23% of
the shareholding in TMBThanachart Bank Pcl.

Thanachart Capital Public Company Limited (TCAP), Ratchthani Leasing Public Company Limited (THANI), 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: -
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DISCLAIMER TOP YUPAPAN POLPORNPRASERT

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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