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L A solid delivery despite weak demand

A decent profit amid uncertain time

u SCC'’s chemical business to perform relative better
u Cement price hike outweigh lower demand

u Maintain BUY with DCF-based TP of Bt440

Following SCC’s company update meeting, company confirms our view that 2Q22
profit is unlikely to be as bad as it seems. Please see report: SCC — Not as bad as
it seems, dated 27 June 2022.
expectation of Bt8bn for 2Q22F profit. Our revised expectation for 2Q22 profit is at

If fact, it could come in higher than our initial

Bt9.3bn due to stronger than expect cement revenue and better dividend
incomes. This is 51% of our 22F profit and 46% of Bloomberg consensus.
Stripping out stock loss of Bt1bn, we estimate core profit of Bt10.3bn, up by 33%
g-q thanks to seasonal dividend income from automotive subsidiaries. In terms of
core businesses, chemical profit should be steady g-q as higher margins offset
inventory loss while cement business should trend seasonally lower g-q.

" Weak China demand weigh on chemical sector. Company is turning more
cautious on chemical demand outlook amid China lockdown and high
inflation that could lead to weak market sentiment. According to SCC,
regional chemical plants are cutting run rate by 10-15% and some extend
their turnarounds. On top of this, 2Q is normally a low season with several
holidays. Management remains cautious regard demand outlook in 2H22.

® SCC’s chemical business to perform relative better. Company admits that
weak demand in 2Q22 has impacted on SCC’s operation but only impact
volume in a mid-single digit point. This is due to SCC’s lower exposure to
China and slightly better price in Southeast Asia relative to Northeast Asia.
Note that the company has planned turnaround of downstream units in
2Q22F which will impact polyolefin sale volume by 40,000 tonnes. We
estimate that SCC’s polyolefin volume to drop by 13% g-q to 433,000 in
2Q22F.

¥  Cement price hike outweigh lower demand. Company guided revenue up
both y-y and g-q despite domestic cement is expected to drop by 6-7% y-y
and trend softer g-q due to lower season. This means that price has to
increase more than demand drop which confirms our view that price continue
to increase in 2Q22F. According to the company, they were able to cover 2/3
of target price increase of US$6-7/t in 2Q22FManagement claims that price
increase could be much faster if demand is stronger. Demand was weak in
2Q22 weigh by concern on inflation and uncertain economic activities amid
Russia-Ukraine war.

We reaffirm our BUY call on SCC for its 35% earnings turnaround in 2023F from
most of its business lines. The strongest driver should be its petrochemical
business’ 47% capacity increase and a spread recovery.

Key Valuations

Earnings Preview

Y/EDec (Btm)  2021A  2022F 2023F  2024F
Revenue 530,112 529,641 558,767 633,566
Net profit 47,174 35,615 48,090 57,198
Norm net profit 46,967 35615 48,090 57,198
Norm EPS (Bt) 39.1 29.7 40.1 47.7
Norm EPS gr (%) 24.0 (24.2) 35.0 18.9
Norm PE (x) 9.6 12.6 9.4 7.9
EV/EBITDA (x) 8.9 12.2 8.6 7.3
P/BV (x) 1.2 1.2 1.1 1.0
Div. yield (%) 49 4.0 5.3 6.4
ROE (%) 13.7 9.5 12.2 13.5
Net D/E (%) 494 55.7 48.1 40.6
Source: Thanachart estimates

Stock Data

Closing price (Bt) 375.00
Target price (Bt) 440.00
Market cap (US$ m) 12,394
Avg daily turnover (US$ m) 35.5
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Ex 1: 2Q22F preview

(Bt m) 2Q21 1Q22 2Q22F (q-9%) (y-y%)
Net sales 133,555 152,494 165,239 8 24
Cost of Sales (101,311)  (128,396)  (141,474) 10 40
Gross margin 32,244 24,098 23,765 1) (26)
Net income 17,136 8,844 9,346 6 (45)
Inventory gain/(loss) 150 1,080 (1,000)

Core profit 16,986 7,764 10,346 33 (39)

Profit by business (Bt m)

CBM 2,468 2,308 1,796 (22) (27)
Chemical 10,392 3,588 3,530 (2) (66)
Packaging paper 2,263 1,658 1,812 9 (20)

Sources: Company data, Thanachart estimates

Ex 2: Key chemical spreads

(US$/tonne) 2Q21 1Q22 2Q22F (q-9q%)  (y-y%) ‘

HDPE-naphtha 585 453 468 3 (20)
PP-naphtha 700 479 445 @) (36)
PVC-EDC/C2 700 377 530 41 (24)
MMA-naphtha 1,442 1,037 1,293 25 (10)
BD-naphtha 452 169 558 230 23

Sources: Bloomberg

Ex 3: Domestic cement demand y-y growth Ex 4: Domestic cement price
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DISCLAIMER

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 66 Derivative
Warrants which are ADVANC16C2211A, ADVANC16C2210A, AMAT16C2209A, AOT16C2209A, AWC16C2207A, BAM16C2207A, BANP16C2207A,
BANPU16C2210A, BCH16C2211A, BCH16C2207A, BEC16C2207A, BGRI16C2209A, BLA16C2208A, BLA16C2209A, CBG16C2207A, CBG16C2210A,
CENTEL16C2209A, CHG16C2207A, COM716C2211B, COM716C2208A, COM716C2209A, COM716C2211A, DOHO16C2207A, EA16C2207A,
EA16C2209A, ESSO16C2209A, ESS016C2209B, GPSC16C2207A, GPSC16C2209A, GULF16C2207A, GULF16C2210A, GUNK16C2207A,
GUNK16C2209A, HANA16C2207A, HANA16C2209A, IVL16C2209A, JMART16C2210A, JMT16C2207A, JMT16C2210A, KBAN16C2208A,
KBAN16C2209A, KCE16C2208A, KCE16C2209A, KTC16C2209A, MEGA16C2207A, MINT16C2207A, MINT16C2211A, MTC16C2209A,
PTG16C2209A, PTTE16C2209A, PTTG16C2207A, RBF16C2209A, RCL16C2208A, S5016C2209A, S5016P2209A, SAWA16C2209A, SCB16C2208A,
SET5016P2209B, SPRC16C2209A, STEC16C2209A, TOP16C2211A, TTA16C2207A, TTA16C2208A, TTA16C2211A, TU16C2210A, 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, SAWAD, SCB, SET50,
SPRC, STEC, TOP, TTA, TU, 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.

Note: 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: -

THANACHART RESEARCH



