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We find Singapore-based investors are NEUTRAL to O/W
on the SET while Hong Kong-based investors are mostly
U/W held back by valuations and political risk.



Common question is what could bring the market down.
With foreign investors still out of the market, it will be
the movement of domestic liquidity among various asset
classes within the country; right now equity remains the
most lucrative.



The strategy we presented focuses on 1H15 as we expect
government spending to step up to revive the weakening
economy. A good no. of investors are skeptical, judgment
based on lack of concrete achievements in the past 5-6
months despite strong commitment. Still, our identified
winning sectors - bank, ICT, autoparts, renewable energy
and contractors – received fair hearing as well as our Top
BUYs: KBANK, ADVANC, SAT, STEC, SPCG. Where we hear
some dissent is on our U/W view on energy & petrochems.

(662) 257 0520
Maria.l@maybank-ke.co.th

SET performs in 2014

Date closing 7 Nov: SET = 1578.37 Source: Bloomberg

2015 multiples not as stretchy…

The liquidity puzzle

Most of the 40 foreign funds we met on our marketing trip last
week are now more accepting that the SET’s resilience stems from
flush domestic liquidity that has nowhere to go. The market rally
has no decisive fundamental support yet even as we see earnings
revision turning mildly positive, but the equity market remains the
most viable asset class in Thailand. Lack of investment alternatives
will keep the SET invested. As we approach the YE, deployment of
LTF & RMF as well as window dressing could push the SET higher. If
interest rates stay low (or go lower) we will have the “yield
chasers” coming to the market in 1Q15, we believe. Invested funds
struggle between lofty valuations and anemic growth; some are
starting to scour the unloved sectors.

Date closing 7 Nov: SET = 1578.37 Source: Bloomberg

…as earnings revisions for 2015 tilts to
upgrades

Government spending a must and the only driver
Stimulus, by way of rolling out the infrastructure plans faster and
implementation of new initiatives such as the push towards Digital
Economy and SME Support Program is now a must, we think. Falling
prices amid weakening demand is a dangerous combination. We
remain convinced that the junta government is committed to
political reform and reviving economic growth. Thus, we expect
action in 2015 and recommend investors to pick companies that
could benefit from government spending. Our Top BUYs are KBANK,
ADVANC, SAT, STEC and SPCG.

Top picks and their YTD performance

Stock picks and valuation
Stock

Beta

Source: Bloomberg

Mkt cap

Liquidity

Price

TP

U/D Side

(USDm)

(USDm)

(local)

(local)

(%)

NP Gr %

PER

P/B (x)

ROE

Div yield

14E

15E

14E

15E

14E

15E

14E

15E

14E

15E

1.4

17.4

Winning sectors
Top Buy
ADVANC

1.1

21,391

38.2

233.0

320.0

37.3

18.8

16.0

14.3

13.2

75.9

82.0

5.2

6.1

KBANK

1.1

17,367

31.9

235.0

265.0

12.8

13.9

8.0

11.9

11.1

2.2

1.9

19.4

18.8

1.7

1.8

SAT

1.3

240

0.5

18.3

22.0

20.2

(38.4)

28.4

13.1

10.2

1.5

1.4

11.6

13.4

2.5

3.2

SPCG

1.7

708

2.6

24.8

27.6

11.3

231.5

38.3

13.9

10.0

3.4

2.8

24.5

28.0

3.6

5.0

STEC

1.7

1,224

10.3

26.0

31.0

19.2

4.4

2.8

26.3

25.7

4.7

4.2

19.0

17.9

1.5

1.6

BGH

1.1

8,754

14.9

18.3

23.0

25.7

11.9

28.8

40.7

31.6

6.4

5.5

15.6

17.7

1.0

1.3

ERW

1.4

343

1.7

4.5

6.0

33.9

KCE

0.9

715

2.2

41.0

49.5

20.7

LPN

1.3

1,098

4.0

24.1

27.0

12.0

WHA

1.7

1,064

3.2

35.8

47.0

31.5

(10.9)

PTTGC

0.8

8,632

20.4

62.0

64.0

3.2

(14.4)

13.7

TOP

0.8

2,851

5.4

45.3

50.0

10.5

(60.9)

101.8

Neutral sectors
Top Picks

24.9

2.6

2.4

(1.0)

9.5

0.0

0.0

54.0

Loss

Profit
10.2

12.7

NM

11.5

4.3

3.4

33.6

29.9

2.8

3.1

0.2

39.9

15.3

10.9

3.4

2.8

21.6

27.9

3.3

4.6

24.6

26.5

21.3

7.2

5.9

27.2

28.1

1.9

2.5

9.8

8.6

1.1

1.0

11.4

12.0

4.6

5.2

22.7

11.3

1.0

1.0

4.5

8.6

2.9

4.4

Laggards sectors
Top Sell

Source: Bloomberg, MKE-ISR calculations

SEE PAGE 7 FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS

Thai Market Update

Feedback from the marketing trip
Little interest on the underpinnings of the weak economy
The story is probably well told. Some investors ask about the household
debt not because it rose to 83.5% of GDP in 2Q14 from 82.8% in 1Q14 but
more to see whether growth in auto loans have started to moderate. Auto
loans ballooned due to the First Car Policy that was rolled out in the late
2011- after the major flooding of Central Thailand – and lasted until 2013.
Components of household debt: % change YoY

Source: BOT and NESDB

The surprising trend is that auto loans have been contracting for two
quarters now. This encourages us to think the woes besetting the auto
sector will be fading soon. Autoparts maker, SAT, one of our top buys is
chosen as a potential indirect beneficiary of the government’s policy to
enhance the efficiency of the farming sector. Normalization and then
recovery of the passenger car and commercial vehicle market will not hurt
its outlook.
What drove the household debt higher is the continued high growth in
property/housing loans and credit card & other loans. Rising credit card
loans amid slow consumption is more concerning, in our view, as it could
be a reflection of increasing number of households living paycheck to
paycheck. Our neutral stance on the commerce sector is widely endorsed
but maybe that view is optimistic. We highlighted to investors how the
sector lagged market’s growth expectations.
Commerce sector’s performance lagged full-year growth expectations

Sources: SET, MKE-ISR calculations
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Many asked why implementation of initiatives is so slow?
In the early days post-coup there was a sense of strong commitment to
address the slowing economy dragged by the prolonged political conflict
and paralyzed government. However, six months have passed and there is
nothing visible yet, be it in deploying a higher proportion of the fiscal
budget to stimulus measures to infrastructure bidding.
Government budget FY14/15 – 30% to be disbursed in 1Q

… 13% has been disbursed as at the end of Oct

Source: Budget Bureau

Source: Budget Bureau

We explained that the situation has more to do with the value platform
that the junta government has embraced – No Corruption, High
Transparency. This platform requires change of leadership in several
government agencies and state enterprises. This takes time but we believe
that new government machinery is nearly in place so we are expecting
faster pace of implementation.
Programs announced in the early post-coup days

Source: Compiled from press, MKE-ISR estimates

Infrastructure projects listed for bidding in 1H15

Sources: Compiled from Press
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Election - keeping the faith
The junta government initially promised there will be an election
sometime in 3Q15. Recently there was noise that the Martial law will
remain in place for longer and the election postponed. We maintain our
base-case scenario that an election will happen as initially promised – in
3Q15.

Will the index go higher?
This was the most difficult question. We believe the SET will close higher
as investors’ mood is likely to remain positive anticipating positive
announcements relating to the various government initiatives. In addition,
we will have LTF and RMF funds deployed nearing YE as well as the normal
window dressing to support the index. As mutual funds tend to invest in
large cap stocks, BigCaps could move higher relative to SmallCaps. In
addition, the SmallCap sector is under some pressure because of a
regulatory move by the Stock Exchange Authority trying to cool down high
speculative activities.

Small caps outperformed large caps – based on MSCI
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Company/industry specific issues
1) Increasing cases of leveraged acquisitions could be a sign of a
frothy market. CPALL’s high premium offer for Siam Makro shares is
now to be followed by ROJNA increasing its stake in Ticon
Industrial Connections to 49% and WHA acquiring Hemaraj Land and
Development. We believe these are just a few cases and far from
the norm. Bangkok Dusit Medical Services (BGH) turned away from
buying the listed, Bangkok-based, single campus hospitals because
valuation was too high.
2) Why so negative on energy & petrochemicals? Because we do not
believe that listed energy companies and petrochemicals have
inherent strength that can make them overcome the falling crude
oil prices. These entities are just processors with products that are
mainly commodity grade. Although it looks like olefin is strong and
that aromatics recovered in 3Q14 – these product groups will
November 25, 2014
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succumb to lower benchmark prices in a matter of time. That has
always been the case before when the price slump lasted more
than two quarters.
3) We sense a strong interest in PTT as a beneficiary of energy
reform. We argue that after having taken the first step to adjust
the gas prices, the government will step back before making the
next move. This has been the way the government has operated in
the past. So the benefit that PTT is supposed to get upon full
liberalization of prices will be long in coming.
4) Is the weak yen going to be an issue for FDI in Thailand? At these
levels we do not think so as we believe that the “resource”
argument of the Japanese FDI is more powerful than currency. That
said, we recognize that Thailand is no longer the only Japanese FDI
destination in the ASEAN region as the domestic economies of
bigger countries – by population – such as Indonesia, Philippines
and Vietnam appear ready to enter the next stage of their
development. We still argue, though, that Thailand still possesses
many attributes that make it a viable production hub for exports
destined to the Asia Pacific market.

The year ahead, play the policy
Stock picks and valuations
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Isnaputra ISKANDAR
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YIN Shao Yang, CPA
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• Gaming – Regional • Media
TAN Chi Wei, CFA
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LEE Yen Ling
(603) 2297 8691 lee.yl@maybank-ib.com
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES
DISCLAIMERS
This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as
an offer to sell or a solicitation of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate
and that each security’s price or value may rise or fall. Opinions or recommendations contained herein are in form of technical ratings and fundamental
ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different methodologies and are purely based on price and
volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns may be less than
the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment
advice and does not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read
this report. Investors should therefore seek financial, legal and other advice regarding the appropriateness of investing in any securities or the investment
strategies discussed or recommended in this report.
The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank
Investment Bank Berhad, its subsidiary and affiliates (collectively, “MKE”) and consequently no representation is made as to the accuracy or completeness of
this report by MKE and it should not be relied upon as such. Accordingly, MKE and its officers, directors, associates, connected parties and/or employees
(collectively, “Representatives”) shall not be liable for any direct, indirect or consequential losses or damages that may arise from the use or reliance of this
report. Any information, opinions or recommendations contained herein are subject to change at any time, without prior notice.
This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”,
“intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might”
occur or be achieved and other similar expressions. Such forward looking statements are based on assumptions made and information currently available to us
and are subject to certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward looking
statements. Readers are cautioned not to place undue relevance on these forward-looking statements. MKE expressly disclaims any obligation to update or
revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence
of unanticipated events.
MKE and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law,
from time to time participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit
business from such issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other
investments related thereto. In addition, it may make markets in the securities mentioned in the material presented in this report. MKE may, to the extent
permitted by law, act upon or use the information presented herein, or the research or analysis on which they are based, before the material is published.
One or more directors, officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report.
This report is prepared for the use of MKE’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in
whole or in part in any form or manner without the prior express written consent of MKE and MKE and its Representatives accepts no liability whatsoever for
the actions of third parties in this respect.
This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only
under such circumstances as may be permitted by applicable law. The securities described herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply based on
geographical location of the person or entity receiving this report.
Malaysia
Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental
ratings as technical valuations apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia
Securities Berhad in the equity analysis.
Singapore
This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank
KERPL”) in Singapore has no obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact
Maybank KERPL in Singapore in respect of any matters arising from, or in connection with, this report. If the recipient of this report is not an accredited
investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), Maybank KERPL shall be legally
liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.
Thailand
The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the
Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand
and the market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the
perspective of a third party. It is not an evaluation of operation and is not based on inside information. The survey result is as of the date appearing in the
Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. Maybank Kim Eng Securities (Thailand) Public
Company Limited (“MBKET”) does not confirm nor certify the accuracy of such survey result.
Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of MBKET.
MBKET accepts no liability whatsoever for the actions of third parties in this respect.
US
This research report prepared by MKE is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the
Securities Exchange Act of 1934, as amended) only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), a broker-dealer registered in the US
(registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the distribution of this report by Maybank KESUSA in
the US shall be borne by Maybank KESUSA. All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the US.
This report is not directed at you if MKE is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You
should satisfy yourself before reading it that Maybank KESUSA is permitted to provide research material concerning investments to you under relevant
legislation and regulations.
UK
This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL”) which is authorized and regulated, by the Financial Services
Authority and is for Informational Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial
Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for the recipients convenience only, and that the firm does not take any
responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this report should be considered as
constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.
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DISCLOSURES
Legal Entities Disclosures
Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938-H) which is a Participating Organization of Bursa
Malaysia Berhad and a holder of Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This material is issued and
distributed in Singapore by Maybank KERPL (Co. Reg No 197201256N) which is regulated by the Monetary Authority of Singapore. Indonesia: PT Kim Eng
Securities (“PTKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by the BAPEPAM LK. Thailand: MBKET (Reg.
No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and Exchange Commission.
Philippines: Maybank ATRKES (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and Exchange
Commission. Vietnam: Maybank Kim Eng Securities JSC (License Number: 71/UBCK-GP) is licensed under the State Securities Commission of Vietnam.Hong
Kong: KESHK (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: Kim Eng Securities India Private Limited (“KESI”) is a
participant of the National Stock Exchange of India Limited (Reg No: INF/INB 231452435) and the Bombay Stock Exchange (Reg. No. INF/INB 011452431) and is
regulated by Securities and Exchange Board of India. KESI is also registered with SEBI as Category 1 Merchant Banker (Reg. No. INM 000011708) US: Maybank
KESUSA is a member of/ and is authorized and regulated by the FINRA – Broker ID 27861. UK: Maybank KESL (Reg No 2377538) is authorized and regulated by
the Financial Services Authority.

Disclosure of Interest
Malaysia: MKE and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further
act as market maker or may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment
banking services, advisory and other services for or relating to those companies.
Singapore: As of 25 November 2014, Maybank KERPL and the covering analyst do not have any interest in any companies recommended in this research report.
Thailand: MBKET may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the
research report. Therefore, Investors should exercise their own judgment before making any investment decisions. MBKET, its associates, directors, connected
parties and/or employees may from time to time have interests and/or underwriting commitments in the securities mentioned in this report.
Hong Kong: KESHK may have financial interests in relation to an issuer or a new listing applicant referred to as defined by the requirements under Paragraph
16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission.
As of 25 November 2014, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.
MKE may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in
issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or
investment services in relation to the investment concerned or a related investment and may receive compensation for the services provided from the
companies covered in this report.

OTHERS
Analyst Certification of Independence
The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of
the research analyst’s compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.
Reminder
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable
of understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political
factors (including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility and the credit quality
of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct its own analysis of the product and consult with its
own professional advisers as to the risks involved in making such a purchase.
No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of MKE.

Definition of Ratings
Maybank Kim Eng Research uses the following rating system
BUY
Return is expected to be above 10% in the next 12 months (excluding dividends)
HOLD
Return is expected to be between - 10% to +10% in the next 12 months (excluding dividends)
SELL
Return is expected to be below -10% in the next 12 months (excluding dividends)

Applicability of Ratings
The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only
applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment
ratings as we do not actively follow developments in these companies.
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