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The acquisition of stake in TNL

BTS will acquire not more than 50% stake in TNL.
The purchasing price of Bt33.06 is about TNL’s book value.
We don’t like the deal given expensive valuation and...

.. intense competition in the apparel market.

BTS and/or its subsidiaries announced to acquire a 41% stake in Thanulux
(TNL TB) via the private placement. They will buy 87m newly issued shares
of TNL at the price of Bt33.06/share. Then, they will make a tender offer for
all stake in TNL. However, Saha Pathana Inter-Holding (SPI TB), which will
own 41% stake in TNL after the private placement, agrees not to sell its
stake. BTS also mentioned that it has no intention to acquire more than 50%
of TNL’s shares. Thus, if the tender offer causes BTS to get TNL’'s shares
exceeding 50%, it will dispose of the excess stake to another investor.

TNL is an apparel manufacturer and distributor with the house brands (e.g.
Ozone, Louis Fontaine, Positif+, Excellency, etc.) and the licensed brands
(e.g. Absorba, Arrow, Guy Laroche, Daks, etc.). it is a profitable company
with a norm profit of Bt143/135/90/11/63m in 2017-21 and Bt43m in 1H22. Its
D/E ratio is low at 0.1x and its book value was at Bt33/share.

Even though there could be synergies between BTS’s 52%-owned VGI (VGI
TB) and TNL as VGl is expanding into the distribution business, we don’t like
the deal as;

First, valuation looks expensive. Even though BTS is buying TNL at its book
value, TNL’s growth looks to deteriorate even before the COVID-19 crisis.
Based on TNL'’s profit of Bt135/90m in 2018-19 and its 212m shares after the
private placement, EPS was at Bt0.64 in 2018 and 0.43 in 2019. With the
price of Bt33.06, PE is at 52-77x.

Second, competition in the apparel market is intense.

Third, after the private placement, TNL will also increase its capital via a right
offering with a ratio of 2.3 existing shares to 1 new share at the price of
Bt33.06. This will cause BTS to inject more money if it wants to maintain the
stake in TNL.

Finally, TNL’s proceeds from the private placement and right offering will
mainly be used to acquire a 90% stake in SPI's 100%-owned Oxygen Asset
(which operate lending business to entrepreneurs with securities) and 50%
stake in 7 real estate development companies from BTS’s 36%-owned U
City (U TB) even though those companies’ businesses are not related to
TNL’s main business.

Our BUY call on BTS is because we like its core mass transit business and
we factor in its potential 30-year concession extension to boost its long-term
core value.
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News Update

YIE Mar (Bt m) 2022 2023F  2024F  2025F
Revenue 26,056 19,644 14,738 15,835
Net profit 3826 2,032 1,911 2372
Norm net profit 2,751 2,032 1,911 2,372
Norm EPS (Bt) 0.2 0.2 0.1 0.2
Norm EPS gr (%) 5.0 (26.1) (6.0) 24.2
Norm PE (x) 39.7 53.7 57.1 46.0
EV/EBITDA (x) 27.1 28.6 16.9 15.1
P/BV (x) 1.8 1.8 1.8 1.7
Div. yield (%) 3.7 1.1 1.1 1.3
ROE (%) 45 33 3.1 3.8
Net D/E (%) 153.8 144.4 138.2 125.7
Source: Thanachart estimates
Stock Data
Closing price (Bt) 8.30
Target price (Bt) 13.00
Market cap (US$ m) 2,897
Avg daily turnover (US$ m) 8.4
12M H/L price (Bt) 10.20/8.20
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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 93 Derivative
Warrants which are ADVANC16C2301A, ADVANC16C2210A, ADVANC16C2211A, AMATA16C2212A, AMAT16C2209A, AOT16C2212A,
AOT16C2209A, BANPU16C2212A, BANPU16C2210A, BBL16C2212A, BCH16C2211A, BH16C2212B, BH16C2212A, BGRIM16C2301A,
BGRIM16C2212A, BGRI16C2209A, BLA16C2212A, BLA16C2209A, BTS16C2301A, CBG16C2301B, CBG16C2301A, CBG16C2210A,
CENTEL16C2209A, COM716C2209A, COM716C2211A, COM716C2211B, COM716C2211C, CPALL16C2211A, CPN16C2301A, DTAC16C2212A,
DOHOME16C2301A, EA16C2209A, EA16C2211A, ESSO16C2209A, ESS016C2209B, FORTH16C2211A, GPSC16C2301A, GPSC16C2209A,
GULF16C2301A, GULF16C2210A, GUNKUL16C2301A, GUNK16C2209A, HANA16C2301A, HANA16C2209A, HANA16C2211A, IVL16C2301A,
IVL16C2212A, IVL16C2209A, IVL16C2211A, JMART16C2210A, JMART16C2211A, JMT16C2210A, JMT16C2211A, KBANK16C2301A,
KBAN16C2209A, KBANK16C2211A, KCE16C2301A, KCE16C2209A, KCE16C2211A, KTC16C2211A, KTC16C2209A, MINT16C2301A,
MINT16C2211A, MTC16C2301A, MTC16C2212A, MTC16C2209A, PSL16C2212A, PTG16C2211A, PTG16C2209A, PTTEP16C2212A, PTTE16C2209A,
RBF16C2209A, SAWAD16C2211A, S5016C2209A, S5016P2209A, SAWA16C2209A, SCB16C2211A, SCGP16C2212A, SET5016P2212A,
SET5016C2209B, SET5016C2212A, SET5016P2209B, SINGER16C2212A, SPRC16C2212A, SPRC16C2209A, STEC16C2209A, TIDLOR16C2212A,
TOP16C2211A, TRUE16C2212A, TTA16C2211A, TU16C2210A, VGI16C2301A, WHA16C2209A (underlying securities are (ADVANC, AMATA, AOT,
BANPU, BBL, BCH, BGRIM, BH, BLA, BTS, CBG, CENTEL, COM7, CPALL, CPN, DOHOME, DTAC, EA, ESSO, FORTH, GPSC, GULF, GUNKUL,
HANA, IVL, JMART, JMT, KBANK, KCE, KTC, MINT, MTC, PSL, PTG, PTTEP, RBF, SAWAD, SCB, SET50, SCGP, SINGER, SPRC, STEC, TIDLOR,
TOP, TRUE, TTA, TU, VGI, 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: The One Enterprise Pcl. (ONEE TB)
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DISCLAIMER

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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