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Financial Summary (Btm)

Target Price: Bt70.0 (+21.7%)

Year to Dec 2015 2016 2017F 2018F 2019F
Sales (Btm) 234,698 254,620 315,139 368,802 375,870
Growth (%) 4) 8 24 17 2
EBITDA (Btm) 18,148 25,384 34,824 36,647 38,953
Growth (%) 21 40 37 5 6
Recurring profit (Btm) 2,935 9,563 16,464 17,866 19,744
Growth (%) 685 226 72 9 11
Net profit (Btm) 6,609 16,197 18,099 17,801 19,679
FDEPS (Bt) 1.37 3.36 3.45 3.39 3.75
Growth (%) 295 145 3 ) 11
PE (x) 94.3 28.9 18.3 16.9 15.3
DPS (Bt) 0.48 0.66 1.00 1.19 1.32
Yield (%) 0.8 11 17 21 2.3
BVPS (Bt) 16.58 18.50 22.61 24.85 27.35
P/BV (x) 35 31 25 2.3 21
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Key Data
12-mth High/Low (Bt) 59.5/33.25
Market capital (Btm/US$m) 301,611/9,477.8
3m avg Turnover (Btm/US$m) 1631.7 /51.3
Free Float (%) 32.8
Issue Shares (m shares) 5,245
Major shareholders:
-INDORAMA RESOURCES L 63.4
-STOCK EXCHANGE OF TH 7.2
-BANGKOK BANK PCL 4.8
Share Price Performance

Bt ——— VL TB Equity Index
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Oct-16  Jan-17  Apr-17  Jul-17  Oct-17
YTD 1Mth 3Mth 12Mth
Absolute (%) 8.0 6.5 29.2 63.1
Relative to index (%) 35 1.3 21.0 46.5

Krungsri Securities vs Market
Positive  Neutral Negative

Market

Recommend 18 0 1
Krungsri  Market % +/-

Target Price (Bt) 70.0 63.8 9.8

’17 Net Profit (Btm) 18,099 15,015 20.5

’18 Net Profit (Btm) 17,801 19,353 (8.0)

Krungsri's earnings revision

2018F 2019F
Earnings revision (%) 28.8 0.7
Source: Bloomberg, Krungsri Securities
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IVL: Raw material requirement vs. production (based on 90% utilization, except IPA at 40%)

Requirement Production
Region PTA MEG PX IPA Ethylene PTA PX Ethylene IPA MEG

Asia 1,407 580 816 19 - 1,236 - - - -
EMEA 1,136 472 609 25 - 923 - - 90 -
North America 1,285 534 962 28 287 1,458 648 - - 297
Total 3,828 1,587 2,287 71 287 3,616 648 (FY18) 90 297

Source: Company data, Krungsri Securities

Note: EMEA — Europe, Middle East, and Africa

Global demand and supply of MEG
Unit: million tons 2016 2017 2018F 2019F
MEG capacity 34.7 35.8 37.9 39.9
Capacity in Asia 17.8 18.6 20.5 21.4
Capacity outside Asia 17.0 17.2 17.4 18.5
MEG consumption 27.0 28.4 30.3 31.3
Utilization (70% Asia new capacity) 78% 82% 84% 82%
Utilization (100% Asia new capacity) 78% 79% 80% 78%
Source: PCI, Company data, Krungsri Securities
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IVL: Key assumption
2016 2017F 2018F 2019F
Total PET Capacity (KTA) 4,291 4,037 4,004 4,194
PET spread in US, Europe (US$/ton) 178 180 230 230
PET spread in Asia 114 125 140 140
Avg. utilization for PET (%) 81 84 84 84
Total PTA capacity (KTA) 3,698 4,018 4,718 4,718
PTA spread in Asia (US$/ton) 97 110 120 130
Avg. utilization for PTA (%) 90 90 90 90
EO/EG capacity (KTA) 550 550 550 550
MEG spread over ethylene (US$/ton) 109 310 330 330
Avg. utilization for MEG (%) 80% 90% 90% 90%
Ethylene cracker (KTA) - - 440 440
Avg. utilization for Ethylene (%) - - 80% 100%
Capex (US$m) 757 428 200 150
Source: Krungsri Securities
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Peer Comparison
Market PE P/BV EPS Div Yield ROE Share Price
Cap (x) (x) G% (%) (%) Performance
BB Ticker Name us$ 17F 18F 17F 18F 17F 18F 17F 17F 1M 3M__ 6M YTD
IVL TB INDORAMA VENTURES PCL 9,479 183 169 25 23 26 (1.6) 1.7 159 6.5 292 575 8.0
BCP TB BANGCHAK CORP PCL 1,828 99 94 14 13 231 48 45 141 5.0 1.8 243 37
ESSO TB  ESSO THAILAND PCL 2,077 106 10.8 26 23 (6.00 (220 31 263 79 224 891 85
IRPC TB IRPC PCL 4,720 149 120 1.7 1.6 25 246 3.2 121 58 16.7 413 43
PTTGC TB PTT GLOBAL CHEMICAL PCL 14,135 12.1 119 1.7 16 436 1.7 40 145 17.0 255 425 174
SCC TB SIAM CEMENT PCL/THE 18,706 11.0 11.3 2.2 2.0 (3.3) (29 3.9 21.2 1.6 0.8 (0.8) 25
TOP TB THAI OIL PCL 6,540 9.9 107 1.7 1.6 (0.8) (7.3) 4.7 194 1.0 (24) 214 (1.4)
1301 7T FORMOSA PLASTICS CORP 21,722 141 135 19 18 (6.7 45 5.2 128 48 9.1 93 13
6505 TT FORMOSA PETROCHEMICAL CORP 39,819 17.7 179 3.4 3.4 (17.9) (0.7) 45 203 84 172 16.7 6.1
1402 TT FAR EASTERN NEW CENTURY CORP 4,913 18.1 154 0.8 0.8 NA 175 34 4.3 3.3 7.4 96 04
1326 TT FORMOSA CHEMICALS & FIBRE 21,800 13.8 132 1.8 1.8 NA 44 53 124 118 183 20.0 538
363 HK SHANGHAI INDUSTRIAL HLDG LTD 329 83 7.7 06 0.6 NA 7.8 4.2 8.1 8.7 (3.9 35 58
338 HK SINOPEC SHANGHAI PETROCHEM-H 9836 81 82 19 1.7 (123) (1.00 5.2 204 6.9 0.0 79 7.9
386 HK CHINA PETROLEUM & CHEMICAL-H 126,397 12.0 11.0 1.1 10 164 94 51 78 137 151 9.2 143
051910 KS LG CHEMLTD 27,764 147 143 20 18 648 33 14 141 75 70 286 44
009830 KS HANWHA CHEMICAL CORP 5471 58 64 09 08 335 (88) 11 175 19.2 7.7 6.7 13.0
011170 KS LOTTE CHEMICAL CORP 12,811 6.0 6.1 12 1.0 226 (200 1.3 21.8 115 09 109 9.2
010950 KS S-OIL CORP 12,404 116 96 20 18 (1.7) 211 50 179 (4.8) (8.8) 9.7 13
PCHEM MK PETRONAS CHEMICALS GROUP BHD 16,343 16.4 165 22 21 332 (0.6) 3.0 138 5.7 71 152 43
RIL IN RELIANCE INDUSTRIES LTD 97,651 174 148 20 18 115 175 0.7 120 6.8 46 241 6.8
Average (simple) 125 119 18 16 121 45 35 15.3
Source: Bloomberg, Krungsri Securities
Krungsri Securities Research 3
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Quarterly P&L (Btm) 3Q16 4Q16 1Q17 2Q17 3Q17 4Q17F Chggoq Chg yoy
Sales 65,436 65,289 71,650 71,661 72,605 76,894 6% 18%
COGS (incl. depreciation) -56,039 -56,057 -59,902 -61,538 -60,004 -65,185 9% 16%
Gross Profit 9,397 9,233 11,748 10,123 12,601 11,709 -7% 27%
SG&A -5,526 -5,492 -5,746 -5,863 -6,062 -5,748 -5% 5%
Operating Profit 3,871 3,740 6,003 4,260 6,539 5,961 -9% 59%
Net other income/expense 743 304 172 229 229 153 -33% -50%
Net interest -1,063 -1,012 -985 -981 -953 -860 -10% -15%
Pretax profit 3,551 3,033 5,189 3,508 5,814 5,255 -10% 73%
Income Tax -645 -41 -850 -329 -569 -788 39% 1842%
Associates -54 -49 146 -120 47 10 -79% -120%
Minority interest -37 -1 -71 -68 -30 -73 143% 4912%
Profit after tax (pre-ex) 2,815 2,943 4,415 2,990 5,262 4,403 -16% 50%
Extraordinaries, GW & FX 369 17 12 -53 -1,745 3,000 -272% 17644%
Reported net profit 3,184 2,959 4,426 2,937 3,516 7,403 111% 150%
Shares out (end Q, m) 4,814 4,814 4,814 4,814 5,245 5,245 0% 9%
Adjusted shares (m) 4,814 4,814 4,814 4,814 4,958 5,245 6% 9%
EPS 0.62 0.56 0.87 0.56 0.64 1.41 121% 152%
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INCOME STATEMENT (Btm) 2015 2016 2017F 2018F 2019F
Sales 234,698 254,620 315,139 368,802 375,870
Cost of sales (COGS) (198,852) (208,872) (257,897) (304,997) (309,288)
Depreciation & amortization (9,326) (9,326) (10,796) (11,483) (11,858)
Gross profit 26,521 36,422 46,447 52,321 54,723
S&A expenses (19,293) (21,823) (23,951) (28,767) (29,318)
Operating profit 7,228 14,599 22,496 23,554 25,406
Other operating income 1,595 1,459 1,532 1,609 1,690
EBIT 8,823 16,059 24,028 25,163 27,095
Interest expense (3,652) (4,222) (3,907) (4,661) (4,848)
Interest income 167 124 155 951 1,404
Other income 0 0 0 0 0
Goodwill amortization 0 0 0 0 0
Pre-tax profit 5,337 11,961 20,276 21,453 23,652
Income tax on company & subsidiaries (1,881) (2,062) (3,496) (3,699) (4,078)
Profit after tax 3,456 9,898 16,780 17,754 19,574
Minority interests (279) (162) (366) (395) (435)
Share of associate net income (242) a73) 50 507 604
Preferred dividends 0 0 0 0 0
Recurring attributable net profit 2,935 9,563 16,464 17,866 19,744
FX & Extraordinary items 3,674 6,634 1,635 (65) (65)
Reported net profit 6,609 16,197 18,099 17,801 19,679
Shares in issue (Y/E, m) 4,814 4,814 5,245 5,245 5,245
Shares in issue (weighted avg, m) 4,814 4,814 5,245 5,245 5,245
EPS (before extraordinary items, Bt) 0.61 1.99 3.14 341 3.76
DPS (Bt) 0.48 0.66 1.00 1.19 1.32
DPS/EPS (%) 35 20 29 35 35
CASH FLOW (Btm) 2015 2016 2017F 2018F 2019F
Operating profit 7,228 14,599 22,496 23,554 25,406
Other operating income 1,595 1,459 1,532 1,609 1,690
EBIT 8,823 16,059 24,028 25,163 27,095
Depreciation & amortization 9,326 9,326 10,796 11,483 11,858
EBITDA 18,148 25,384 34,824 36,647 38,953
Notional cash taxes on ungeared operations (2,951) (3,310) (4,645) (4,954) (5,322)
Net change in working capital 4,719 (6,671) (6,959) (4,876) (1,983)
CAPEX (31,295) (24,866) (14,627) (5,888) (4,405)
Operating free cash flow (OpFCF) (11,379) (9,464) 8,594 20,928 27,244
Net interest income adjusted for tax impact (2,989) (3,804) (3,873) (3,566) (2,795)
Net free cash flow (NetFCF) (14,368) (13,268) 4,721 17,361 24,449
Non-operating income (net of tax) 0 0 0 0 0
Equity income from associates (242) (173) 50 507 604
Investments (37) (3,499) 0 0 0
Net change in other assets/liabilities 1,281 3,981 0 0 0
Other items (2,674) 158 1,700 0 0
Residual cash flow (RCF) (16,039) (12,801) 6,471 17,868 25,053
Dividends (915) (1,155) (4,093) (6,008) (6,582)
Equity capital raised 1 0 15,505 0 0
Other items 4,529 (3,753) (65) (65) (65)
Cash flow from financing 3,615 (4,909) 11,347 (6,073) (6,646)
Net change in cash (12,424) (17,710) 17,818 11,796 18,407
Net cash/(debt) at YS (67,933) (80,357) (98,067) (80,249) (68,454)
Ending net cash /(debt) (80,357) (98,067) (80,249) (68,454) (50,047)
Increase/(decrease) in cash & equivalents (2,107) 793 20,683 11,796 6,407
(Increase)/decrease in debt (10,318) (18,503) (2,865) 0 12,000
NOPLAT (net op profit less adjusted tax) 5,871 12,748 19,384 20,209 21,774
Normalized OpFCF (est maint CAPEX) 13,194 7,633 12,505 15,466 18,976
FCFE (free cash flow to equity) (5,722) 5,702 9,335 17,868 13,053
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BALANCE SHEET (Btm) 2015 2016 2017F 2018F 2019F
Cash & equivalents 3,232 4,026 24,708 36,504 42,911
A/C receivable 27,500 31,085 34,237 37,925 39,804
Inventory 31,786 40,459 42,394 50,137 50,842
Others 8,031 8,925 11,047 12,928 13,175
Total Current Assets 70,548 84,495 112,386 137,493 146,732
Property and equipment 120,366 136,860 141,961 137,477 130,619
Investments & associates 2,247 5,747 5,747 5,747 5,747
Other assets 5,110 4,021 4,021 4,021 4,021
Goodwill 23,370 27,257 27,257 27,257 27,257
Total Assets 221,641 258,380 291,371 311,995 314,376
Short-term debt 17,140 19,135 22,000 22,000 10,000
A/C payable 31,149 37,316 35,328 41,780 42,368
Other current liabilities 9,095 9,410 11,647 13,630 13,891
Total Current Liabilities 57,383 65,862 68,975 77,410 66,259
Long-term debt 66,450 82,958 82,958 82,958 82,958
Other liabilities 14,854 17,746 17,746 17,746 17,746
Total Liabilities 138,688 166,566 169,679 178,114 166,963
Share capital 4,814 4,814 5,245 5,245 5,245
Share premium 29,775 29,775 44,850 44,850 44,850
Revaluation/Warrants/Treasury 0 0 0 0 0
Translation adjustment 14,945 11,786 11,786 11,786 11,786
Retained earnings 30,291 42,679 56,686 68,479 81,576
Total ordinary equity 79,825 89,055 118,567 130,360 143,458
Preferred equity 0 0 0 0 0
Minorities 3,128 2,760 3,125 3,520 3,955
Total equity & minorities 82,953 91,815 121,692 133,881 147,413
Accumulated depreciation 43,756 52,014 62,810 74,293 86,151
BV per ordinary share (Y/E, Bt) 16.58 18.50 22.61 24.85 27.35
Adjusted book value ps (Y/E, Bt) 16.58 18.50 22.61 24.85 27.35
RATIOS (%) 2015 2016 2017F 2018F 2019F
Growth

Turnover (3.8) 8.5 23.8 17.0 1.9
EBITDA 20.8 39.9 37.2 5.2 6.3
EBIT 23.9 82.0 49.6 4.7 7.7
Net profit 294.5 145.1 11.7 (1.6) 10.5
EPS pre extraordinary items 684.5 225.8 58.0 8.5 10.5
EPS (diluted) 684.5 225.8 58.0 8.5 10.5
DPS 26.3 375 51.4 19.3 10.5
Accounting ratios

Cash profit margin 15.3 18.0 18.2 17.3 17.7
Gross profit margin 11.3 14.3 14.7 14.2 14.6
Operating profit margin 3.1 5.7 7.1 6.4 6.8
Net profit margin 2.8 6.4 5.7 4.8 5.2
Turnover/avg total assets (x) 11 11 11 1.2 1.2
ROA 1.4 4.0 6.0 5.9 6.3
ROE 3.9 11.3 15.9 14.4 14.4
S&A/turnover 8.2 8.6 7.6 7.8 7.8
Effective tax rate 35.2 17.2 17.2 17.2 17.2
Operating performance

EBITDA margin 7.7 10.0 11.1 9.9 104
EBIT margin 3.8 6.3 7.6 6.8 7.2
NOPLAT margin (NOPLAT/Turnover) 2.5 5.0 6.2 5.5 5.8
Asset turnover (Turnover/avg Op assets) 1.8 1.7 1.9 2.2 2.3
ROCE (NOPLAT/avg Op assets) 4.5 8.7 11.9 11.9 13.0
ROCE inc capitalized goodwill 3.9 7.4 10.2 10.3 11.2

Krungsri Securities Research
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EQUITY VALUATIONS (Bt) 2015 2016 2017F 2018F 2019F
EPS 0.61 1.99 3.14 3.41 3.76
FDEPS 0.61 1.99 3.14 341 3.76
FDEPS growth (%) 684.52 225.83 58.02 8.51 10.51
DPS 0.48 0.66 1.00 1.19 1.32
BVPS 16.58 18.50 22.61 24.85 27.35
Adjusted BVPS 16.58 18.50 22.61 24.85 27.35
Free cash flow to equity (FCFE) per share (1.19) 1.18 1.78 341 2.49
Share price (Bt)

PE (x) 94.3 28.9 18.3 16.9 15.3
PE (fully diluted, x) 94.3 28.9 18.3 16.9 15.3
PE/FDEPS growth (x) 0.1 0.1 0.3 2.0 15
Yield (%) 0.8 11 1.7 21 2.3
P/BV (x) 35 3.1 25 2.3 21
P/ABV (x) 35 3.1 25 2.3 2.1
ENTERPRISE VALUATIONS (Btm) 2015 2016 2017F 2018F 2019F
Ordinary shares (m) 4,814 4,814 5,245 5,245 5,245
Share price (Bt) 21 34 34 34 34
Ordinary equity MV 102,544 161,278 175,707 175,707 175,707
MI & deferred taxes 3,128 2,760 3,125 3,520 3,955
Equity MV (adjusted ord) 105,672 164,038 178,832 179,227 179,662
Preferred equity 0 0 0 0 0
Debt 83,590 102,093 104,958 104,958 92,958
Enterprise value 189,262 266,131 283,790 284,185 272,620
Net non-core assets 28,850 37,030 57,712 69,508 75,914
Core enterprise value (EV) 160,412 229,101 226,078 214,677 196,705
Turnover 234,698 254,620 315,139 368,802 375,870
EBITDA 18,148 25,384 34,824 36,647 38,953
EBIT 8,823 16,059 24,028 25,163 27,095
NOPLAT 5,871 12,748 19,384 20,209 21,774
OpFCF (11,379) (9,464) 8,594 20,928 27,244
OpFCF (normalized) 13,194 7,633 14,584 17,629 22,162
Op (core) capital employed (CE) 137,693 156,878 168,938 169,331 164,456
Avg core capital employed 129,422 147,286 162,908 169,134 166,893
Core EV multiples

EV/Turnover (x) 0.7 0.9 0.7 0.6 0.5
EV/EBITDA (x) 8.8 9.0 6.5 5.9 5.0
EV/EBIT (x) 18.2 14.3 9.4 8.5 7.3
EV/NOPLAT (x) 27.3 18.0 11.7 10.6 9.0
EV/OpFCF (x) (14.2) (24.2) 26.3 10.3 7.2
EV/OpFCF normalized (x) 12.2 30.0 15.5 12.2 8.9
EV/capital employed (YE, x) 1.2 15 1.3 1.3 1.2
EV/avg capital employed (x) 1.2 1.6 14 13 1.2
RISK MEASURES 2015 2016 2017F 2018F 2019F
Equity multiplier (avg total assets/avg equity) 2.7 2.8 2.6 2.4 2.3
Net debt/equity & Ml 1.0 11 0.7 0.5 0.3
Interest cover (x)

Interest cover (EBIT & int inc/int expense) 2.5 3.8 6.2 5.6 5.9
NOPLAT/interest paid 14 25 3.7 3.5 4.0
Debt service (OpFCF/net interest paid) (2.8) (2.9) 1.7 4.3 6.7
Short term ratios (x)

Current assets/current liabilities 1.23 1.28 1.63 1.78 221
Current assets less inventory/current liabilities 0.7 0.7 1.0 11 1.4
A/C receivable, days Turnover 42.8 44.6 39.7 37.5 38.7
Inventory, days COGS 58.3 70.7 60.0 60.0 60.0
A/C payable, days COGS 57.2 65.2 50.0 50.0 50.0
Krungsri Securities Research 7
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E-mail

naphat.chantaraserekul@krungsrisecurities.com

finAas wgAsms, CFA, FRM Property, ICT, Contractor 662-659-7000 ext. 5019 kittisorn.pruitipat@krungsrisecurities.com

WYY eveian, CFA Banking, Consumer Finance, Insurance  662-659-7000 ext. 5004  jesada.techahusdin@krungsrisecurities.com
qUNS NRITNG Food, Transportation, Strategy 662-659-7000 ext. 5009  sunthorn.thongthip@Krungsrisecurities.com
WINIA FUAINA Electronic, Automotive, Commerce 662-659-7000 ext. 5016  worrapong.tuntiwutthipong@krungsrisecurities.com
n3aud Bumsie Renewable Energy, Food 662-659-7000 ext. 5010  karun.intrachai@krungsrisecurities.com

Ssewa aeuaad Healthcare, Tourism 662-659-7000 ext. 5012 teerapol.udomvej@krungsrisecurities.com

AnR Ainudsylaudia Transportation, Media 662-659-7000 ext. 5008  kitti.pitakteerabandit@krungsrisecurities.com
917ing NI Mid - Small cap, MAI 662-659-7000 ext. 5005  artit.jansawang@krungsrisecurities.com

ugaa Sedl Mid - Small cap, MAI 662-659-7000 ext. 5007  narudon.rusme@krungsrisecurities.com

uddl Uszana, Assistant Analyst Mid - Small cap, MAI

Fogr 305 Technical 662-659-7000 ext. 5006  Chaiyot.jiwangkul@krungsrisecurities.com
Azt unsamY Fax 662-658-5643
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