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K & Do

B To book an insurance claim in 4Q12

B Revised down 2012-13 net profit by 56.0-57.0%

B Every 1% drop in metal spread would cause net profit to
decline 8.2%

B Downgrade to Neutral from Outperform with our target
price rolled over to 2013 at Bt1.90

More downside risk ahead

Though we anticipate 2013 net profit to grow from Bt88mn in
2012 to Bt116mn, we have revised down our forecast by
56.0-57.0% due to lower than earlier expected sales volume and
metal spread. In addition, the volatile scrap price would be an
uncontrollable risk that would cause 2013 net profit to drop from
the forecast. We forecast every 1% drop in metal spread to cause
2013 net profit to decline 8.2% from the forecast of Bt116mn. In
addition, the limited upside to our rolled over 2013 target price of
Bt1.90, we downgrade the counter to Neutral from Outperform.

Figure 1: Anticipate 4Q12 net profit of Bt42mn, up 228% YoY

Bt mn 4Q12F 4Q11 YoY (%) 3Q12 QoQ (%)
Sales 928 1,443 (35.7) 1,008 (8.0)
Costs of Sales 869 1,387 (37.4) 945 (8.1)
Gross Profit 59 56 6.0 63 (7.1)
SG&A Expense 24 28 (13.4) 24 (0.0)
EBIT 35 28 25.6 39 (11.4)
EBITDA 40 59 (32.3) 70 (43.5)
Interest Expense 24 28 (14.5) 23 2.7

Other Income (Exp.) 33 4 670.2 (36) N.A.
Pre-tax Profit 44 4 1,018.7 (20) N.A.
Minority Interest (2) (1) 46.5 (2) 0.0

Net Profit 42 13 2283 (23) N.A.
Normalized Profit (excl. forex & extra) 42 13 228.3 (23) N.A.
EPS (Bt) 0.05 0.02 150.5 (0.03) N.A.
Percent 4Q12F 4Q11__ YoY (ppts) 3Q12 QoQ (ppts)
Gross profit margin 6.4 3.9 2. 6.3 0.1

EBIT margin 3.8 1.9 1.8 3.9 (0.1)
EBITDA margin 4.3 4.1 0.2 7.0 (2.7)
Net margin 4.5 0.9 3.6 (2.2) 6.7
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Revised down 2012-13 net profit by 56.0-57.0%

We revised down our 2012 net profit forecast by 56.2% to
Bt88mn. Local billet demand seems to be falling short which is
contrary to the strong steel industry outlook in Thailand. This is
because the rolling mills have high inventory periods of 3-6
months. As a result of delayed buying, we revised down CHOW's
2012 sales volume and selling price by 21.1% to 260K tons and
13.2% to Bt18.2/kg. For 2013, we anticipate lower stockpiles at
rolling mills and a good outlook in the construction industry to
help sales volume grow 11.5% YoY to 290K tons. In addition,
metal spread is expected to widen 10bps to Bt5.5/kg which should
help 2013 net profit grow 32.5% YoY to Bt116mn. This is 56.7%
lower than our earlier forecast of Bt268mn due to sluggish sales
growth and lower metal spread.

Figure 2: New assumptions

Source: Company data; KG/ Securities (Thailand) estimates

To book an insurance claim in 4Q12

CHOW's 4Q12 sales are anticipated to drop 35.7% YoY to
Bt928mn as its main customers, rolling mills, have high stockpiles
and this should cause sales volume to drop 25.6% YoY to 53.0K
tons and selling price to drop 12.9% YoY to Bt17.5/ton. However,
margin is expected to improve 250bps to 6.4%, due mainly to the
benefits from cheap raw materials during the quarter, and this
should help drive 4Q12 EBIT up 25.6% YoY to Bt35.0mn.
Moreover, the booking of around Bt33mn (90.0% of total
damage cost of Bt36.7mn) from an insurance claim for a fire that
happened on the second production line in 3Q12 should allow
CHOW to report 228% YoY net profit growth in 4Q12 to
Bt42.0mn .

2012F Change 2013F Change
Bt mn Previous  Revised (%) Previous  Revised (%)
Total sales 6,662 4,722 (29.1) 7,299 5,363 (26.5)
Sales volume ('000 tons) 330 260 (21.1) 353 290 (17.8)
Selling price (Bt/kg) 21.0 18.2 (13.2) 216 18.6 (13.9)
Metal Spread (Bt/kg) 5.7 5.4 (5.9) 5.7 5.5 (4.0)
Gross margin (%) 6.8 6.3 (0.5)ppts 73 6.4 (0.9)ppts
Net profit 200 88 (56.2) 268 116 (56.7)

Source: Company data; KGI Securities (Thailand) estimates

Every 1% drop in metal spread would cause net profit to
decline by 8.2%

A scrap shortage should no longer be a threat to CHOW as it has
good relationships with foreign scrap producers to ensure
alternative sourcing in the case of a domestic scrap shortage.
Nevertheless, the volatile scrap price would be an uncontrollable
risk that would cause 2013 net profit to drop from our forecast.
Slower than expected growth in the local steel industry should
push rolling mills to have high billet stockpiles. This could limit the
growth of CHOW's sales volume and cause metal spread to drop.
We forecast every 1% drop in metal spread to cause 2013 net
profit to decline by 8.2% from the forecast of Bt116mn.

Valuation and Recommendation

Though we expect earnings in 2013 to recover, the downside risk
from uncontrollable steel prices could cause net profit to drop
from our forecast. In addition, given the limited upside to our
rolled over 2013 target price of Bt1.90, we downgrade the
counter to Neutral from Outperform.

*The Company may be issuer of Derivative Warrants on these securities.

http://research.kgi.com; Bloomberg: KGIT <GO>

Please see back page for disclaimer

Year to Dec Sales Sales growth EBITDA NP EPS EPS growth
(Bt mn) (%) (Bt mn) (Bt mn) (Bt) (%)
2010 3,873 913 155 16 0.0 N.A
201 5,685 46.8 397 187 0.2 7913
2012F 4,722 (16.9) 297 88 0.1 (53.1)
2013F 5,363 13.6 326 116 0.1 325
2014F 5772 1.6 346 133 0.2 14.7
Year to Dec GM  EV/EBITDA PBV PER Dividend ROAE
(%) (X) (X) (X) Yield (%) (%)
2010 5.1 18.9 2.0 65.2 0.0 3.0
201 6.9 5.9 1.1 73 5.8 14.4
2012F 6.3 10.3 1.1 15.6 2.6 6.7
2013F 6.4 9.1 1.0 1.8 34 84
2014F 6.4 8.3 0.9 103 3.9 9.0
Sector Mai 52-week trading range (Bt) 1.7-3
12M target price (Bt/shr) 1.90 Mkt cap-Bt bn/US$ bn 1.36/0.05
Upside/downside (%) 11.1 Outstanding shares (mn) 800
The percentile of excess return (%) 36.1 Free floating shares (mn) 290
Dividend yield-12/12F (%) 2.6_Foreign ownership (mn) 40
Book value/shr-12/12F (Bt) 1.6 3M avg. daily trading (mn) 1
P/B-12/12F (x) 1.1 Abs. performance (3,6,12M)(%) -19.8; -9.6; -44.1
Net debt/equity-12/12F (%) 131.6 Rel. performance (3,6,12M)(%) -32.8;-32.7, -61
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Profit & Loss

As of 31 Dec (Bt mn) 2010 2011 2012F 2013F 2014F Year to 31 Dec (Bt mn) 2010 2011 2012F  2013F  2014F
Total Assets 2,784 3,196 3,326 3,335 3,376 Sales 3,873 5,685 4,722 5,363 5,772
Current Assets 1,196 1,646 1615 1,805 1,830 Cost of Goods Sold 3,675 5,294 4,425 5,022 5,401
Cash & ST Investments 62 614 37 45 52 Gross Profit 198 391 297 342 37
Inventories 646 538 879 922 92 = Opetr?“”%EX?_etnseS ! 63; 2132 11;; 21 3;‘ 21 ;‘;‘
. erating Profi
Accounts Receivable 410 435 543 570 585 N(':t Interegt (109) (119) (97) (100) (103)
Others 77 59 156 268 231 Interest Income 0 0 0 0 0
Non-current Assets 1,588 1,550 1,711 1,530 1,546 Interest Expense 109 119 97 100 103
LT Investments 0 0 0 0 0 Net Investment Income/(Loss) 0 0 0 0 0
Net fixed Assets 1,486 1,512 1,420 1,322 1,222 Net other Non-op. Income/(Loss) 20 16 5 8 9
Others 102 38 291 209 324 Net Extraordinaries 44 8 1 1 1
Total Liabilities 2,257 1,900 2,021 1,950 1,904 Pretax Income 16 187 88 116 133
Current Liabilities 1,841 1,612 1,842 1,881 1,846 Income Taxes 0 0 0 0 0
Accounts Payable 127 249 133 261 222 Net Profit 16 187 88 116 133
ST Borrowings 1,558 1,285 1,605 1,566 1,566 EBITDA 155 397 297 326 346
Others 156 78 104 54 58 EPS (Bt) 0.03 0.23 0.11 0.15 0.17
Long-term Liabilities 416 289 179 69 58 Source: Company data; KGI Securities (Thailand) estimates
Long-term Debts 416 288 132 66 0
Others (0) 1 47 3 58
Shareholders' Equity 527 1,296 1,304 1,385 1,472 Cash Flow
Eor”,mlog 5t‘|’°k 6(1’8 igg 28(3) ggg 282 Year to 31 Dec (Bt mn) 2010 2011 2012F  2013F  2014F
RZF;SG d“g;’”‘:isngs &) 103 e ot 8 Operating Cash Flow 47) 485 (469) 123 195
Preferred Stock 0 0 0 0 0 Net Profit 16 187 88 116 133
— - - Depreciation & Amortization 95 115 17 118 119
Source: Company data; KG/ Securities (Thailand) estimates Change in Working Capital (204) 204 (564) 58 (94)
Others 46 (21) (110) (170) 37
Key Ratios & Drivers Investment Cash Flow (1)) (80) (67) 24 (75)
Year to 31 Dec (Bt mn) 2010 2011 2012F  2013F  2014F Net CAPEX (90) (85) (20) (20) (20)
Forecast Drivers Change in LT Investment 0 0 0 0 0
Selling Volume (‘000 Tons) 229.2 2934 260.0 290.0 306.0 Change in Other Assets (0) 5 (47) 44 (55)
Selling Price (Bt/kg) 17.4 19.5 18.2 18.6 19.0 Free Cash Flow (138) 404 (535) 147 120
Metal Spread (BtKg) 55 57 24 33 53 Financing Cash Flow 191 65 @) (140 (112)
Growth (% YoY) Change in Share Capital 0 581 0 0 0
éﬂes 9&_‘; 3;‘2:2 823; Eg ;i Net Change in Debt 181 (528) 39 (105) (66)
EBITDA 188.4 155.4 (25.2) 97 6.4 Change in Other LT Liab. 1" 12 (80) (35) (46)
EPS N.A. 7913 (53.1) 325 14.7 Source: Company data; KGI Securities (Thailand) estimates
Profitability (%)
Gross Margin 5.1 6.9 6.3 6.4 6.4 .
Operating Margin 16 5.0 38 39 39 Rates of Return on Invested Capital
EBITDA Margin 4.0 7.0 6.3 6.1 6.0 Year 1- COGS Depreciation Operating Exp. - Operating
Net Profit Margin 0.4 33 1.9 2.2 23 Revenue Revenue Revenue Margin
ROAA 3.1 10.0 5.7 6.5 7.0 2010 97.1% 4.4% 4.6% -6.1%
ROAE 3.0 14.4 6.7 8.4 9.0 20M 94.9% 2.5% 3.6% -0.9%
Stability 2012F 93.1% 2.0% 1.9% 2.9%
Gross Debt/Equity (%) 436.5 148.0 156.5 142.1 130.5 2013F 93.7% 2.5% 2.5% 1.3%
Net Debt/Equity (%) 369.8 747 1316 1157 1038 2014F 93.6% 2.2% 2.5% 1.7%
Interest Coverage (x) 11 26 19 22 23 Year 1/ Working Capital Net PPE Other Assets  _ Capital
Interest & ST Debt Coverage (x) 0.1 02 0.1 0.1 0.1 Revenue Revenue Revenue Turnover
Cash Flow Interest Coverage (x) 0.4) 4.1 (4.8) 1.2 1.9 2010 0.00 0.73 0.02 1.34
Cash Flow/Interest & ST Debt (x) (0.0) 03 (0.3) 0.1 0.1 381 ;F 88? 83? 88? ;;g
Current Ratio (x) 0.6 1.0 0.9 1.0 1.0 5013F 0'08 0'30 Ol06 2'28
Quick Ratio (x) 0.3 0.7 0.4 0.5 0.5 2014F 0'05 0'25 0'04 3'00
Net Debt (Bt mn) 1,911.8 959.6 1,699.8 1,587.4 1,514.2 Oper-ating Cabital Clash After-t:-;x Return
Per Share Data (BY) Year Margin Turnover Tax Rate = onlnv. Capital
EPS 0.0 0.2 0.1 0.1 0.2 2010 6.1% 13 100.0 8.1
CFPS 01 04 03 03 03 201 -0.9% 21 100.0 1.9
SPS 6.5 7.1 5.9 6.7 7.2 2013F 1.3% 23 100.0 3.0
EBITDA/Share 0.3 0.5 0.4 0.4 0.4 2014F 1.7% 3.0 100.0 5.0
DPS, — 0.0 0.1 80 0.1 0.1 Source: Company data; KGI Securities (Thailand) estimates
Activity
Asset Turnover (x) 1.5 1.9 1.4 1.6 1.7
Days Receivables 29.0 27.1 37.8 379 36.5
Days Inventory 68.0 40.8 58.5 65.4 63.6
Days Payable 16.3 12.9 15.8 143 16.3
Cash Cycle 80.6 55.0 80.5 89.0 83.8
Source: Company data; KGl Securities (Thailand) estimates
*The Company may be issuer of Derivative Warrants on these securities.
http://research.kgi.com; Bloomberg: KGIT <GO> Please see back page for disclaimer November 28, 2012 2
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Thailand Research Name Abbr. Sector Coverage Ext. Email
Itphong Saengtubtim IS Head of Research 8840 itphongs@kgi.co.th

General line: Rakpong Chaisuparakul RC Strategist 8845 rakpongc@kgi.co.th

66.2658.8888 Adisak Kammool AK Retail strategist 8843 adisakk@kgi.co.th
Kingpai Koosakulnirund KK Soft commodity, hotel, shipping 8857 kingpaik@kgi.co.th
Phatipak Navawatana PN Telecom, media, healthcare 8847 phatipakn@kgi.co.th
Nat Panassutrakorn NP Construction material, contractor, consumer 8849 natp@kgi.co.th
Pragrom Pathomboorn PP Economist 8846 pragromp@kgi.co.th
Thaninee Satirareungchai, CFA TS Banking 8851 thaninees@kgi.co.th
Suthep Amrit Singh SS Food, land and air transport 8852 suthepa@kgi.co.th
Pongpat Siripipat PS Derivatives 8844 pongpats@kgi.co.th
Kaweewit Thawilwithayanon KT Energy 8856 kaweewitt@kgi.co.th
Suchot Tirawannarat STi Automobile, small caps 8850 suchott@kgi.co.th
Tareetip Wongsaengpaiboon T™wW Residential property, industrial estates 8855 tareetipw@kgi.co.th

ASEAN Sales Name Abbr. Sector Coverage Ext. Email

General line: Danny Komolrit DK Thailand sales 8090 dannyk@kgi.co.th

66.2658.8388 Kannikar Pradiskesorn KP Thailand sales 8081 kannikarp@kgi.co.th
Datenusorn Rungruang DR Thailand sales 8082 datenusornr@kgi.co.th

The toll-free line for clients in HK and Singapore: 800.0800.5008

*The Company may be issuer of Derivative Warrants on these securities.
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KGI Securities Information

Locations China Taiwan

Shanghai KGI Securities

Room 1907-1909, Tower A, No. 100 Zynyi Road, 700 Mingshui Road,

Shanghai,PRC200051 Taipei, Taiwan

Telephone 886.2.2181.8888

Shenzhen Facsimile 886.2.8501.1691

Room 24D1, 24/F, A Unit, Zhen Ye Building, 2014

Bao’annan Road, Shenzhen

PRC 518008

Hong Kong Thailand

41/F Central Plaza, 18 Harbour Road, KGI Securities (Thailand) Plc.

Wanchai, Hong Kong 8th - 11th floors, Asia Centre Building

Telephone 852.2878.6888 173 South Sathorn Road, Bangkok 10120, Thailand

Facsimile 852.2878.6800 Telephone 66.2658.8888

Facsimile 66.2658.8014
KGI's Ratings Rating Definition

Outperform (OP) The stock's excess return* over the next twelve months is ranked in the top 40% of
KGl's coverage universe in the related market (e.g. Thailand).

Neutral (N) The stock's excess return* over the next twelve months is ranked in the range
between the top 40% and the bottom 40% of KGl's coverage universe in the related
market (e.g. Thailand).

Underperform (U) The stock's excess return* over the next twelve months is ranked in the bottom 40%
of KGl's coverage universe in the related market (e.g. Thailand).

Not Rated (NR) The stock is not rated by KGI Securities.

Restricted (R) KGI policy and/or applicable law regulations preclude certain types of
communications, including an investment recommendation, during the course of
KGlI's engagement in an investment banking transaction and in certain other
circumstances.

* Excess return = 12M target price/current price-1

Note When an analyst publishes a new report on a covered stock, we rank the stock's
excess return with those of other stocks in KGl's coverage universe in the related
market. We will assign a rating based on its ranking. If an analyst does not publish a
new report on a covered stock, its rating will not be changed automatically.

Source KGI Securities and its subsidiaries and affiliates.

Disclaimer

KGlI Securities (Thailand) Plc. ( “The Company” ) disclaims all warranties with regards to all information contained
herein. In no event shall the Company be liable for any direct, indirect or any damages whatsoever resulting from
loss of income or profits, arising by utilization and reliance on the information herein. All information hereunder
does not constitute a solicitation to buy or sell any securities but constitutes our sole judgment as of this date and
are subject to change without notice.

*The Company may be issuer of Derivative Warrants on these securities.

http://research.kgi.com; Bloomberg: KGIT <GO> Please see back page for disclaimer November 28, 2012 4



