TOA: Increase in raw material costs pressures 2021 profit Cog;'TLL'g;UP
SECURITIES

Analyst meeting came out with a neutral tone. We expect TOA net profit in
2Q21 to weaken QoQ due to rising cost, but long-term outlook remains solid.

TOA Paint (Thailand) PCL

« We expect TOA net profit in 2Q21 to growth YoY but weaken QoQ, mainly as a Recommendation: HOLD
result of rising raw material prices. Current price*: Bt36.75
v « Titanium dioxide price, the key material, has sharply increased by 20%QoQ to Target price : B138.00
US$3,200/ton QTD (China benchmark). U /(d id ) o
. . . ownslidace):
* Also, we expect paint and construction material demand to soften QoQ from p 37
new wave of Covid-19 and seasonality. I0D: 5 0ut of 5
* We maintain our 2021E earnings forecast at 2,260m (11%YoY) and expect CAC: Certified
consumption will accelerate in 2H21 following regional vaccination and tourism
recovery (repainting). Stock data
Ul)date We maintain a HOLD rating with a target price at Bt38.0, derived from DCF RIC code TOA.BK
with WACC 7% and TG at 3% which implies 34xPE’21E. Index SETI
SET Index (14 May 2021) 1,549.48
Market cap (Bt m) 74,566
Valuation table Shares outstanding (million) 2,029
Year end Dec 19A 20A 21E 22E 23E Par (Bt) 1.00
PE (x) 33.7 37.1 33.0 316 30.1 Bt %
Recurring net profit growth (%) 19.5 (9.2) 12.5 45 4.8 480 1 - 200
Sittidath Prasertrungruang Recurring EPS (Bt) 1 1.0 11 12 12 oo [
Registration No. 17618 Recurring EPS growth (%) 19.5 (9.2) 12.5 4.5 4.8 420 4 | ]EO
ittidath.pr@countrygroup.co.th PBV ¢O 7:0 6.5 59 >3 4.9 100 [
. ' o BVPS (Bt) 5.3 5.6 6.2 6.9 7.5 3801 g ' %0
+66 2 205 7000 ext 4400 ROE (%) 215 18.4 18.8 17.7 16.9 340 | \J\ [ 120
DPS (Bt) 0.5 0.5 0.5 0.5 0.5 32.0 A J ! 'M\/‘- 120
Nithikorn Piskanok Dividend yield (%) 14 14 14 14 15 o0 1 . . . [
Assistant analyst Enterprise value (Bt m) 68,288.0 69,2195 67,0139 65,480.2 63,9131 May-19 Now-19 May-20  Nov-20 May-21
EV-to-EBITDA (x) 22.3 21.7 19.5 18.1 16.8 TOA (LHS) Price relative to SET Index

RESEARCH (/4%’: Sources: CGS Research, company data. 27 May 2021
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Short term pressure from rising material costs More than 50% of COGS is related to oil price

« We expect TOA net profit in 2Q21 to growth YoY but weaken QoQ, mainly as a result of rising raw
material prices. .
13% 47%

SaleS « The company cost mainly comprises of titanium dioxide, which it price has sharply increased by

20%QoQ to US$3,200/ton QTD (China benchmark). Also, we believe the remaining materials

(resin, latex, etc.) will also surge proportionately to the oil price, squeezing gross margin in 2Q21.

However, we believe rising cost will be partly transferred as the company plans to increase its

PSF products price again in June (up to 80% of portfolio), after revised up some products price by 5%
earlier in 1Q21 (15% portfolio).

* Apart from weak margin, we expect demand in paint and construction materials to slightly decline
QoQ (but still grow YoY from low base) as a consequence of domestic pandemic especially in
Team construction campsite, together with seasonality.

m Fixed cost

= Packaging
Titanium dioxide

= Direct oil-related material
Indirect oil-related material

Potential growth after Covid relief

WCB Titanium dioxide prices (Reference)
« We maintain our 2021E earnings forecast at 2,260m (MM%YoY). Despite a weakness in 2Q21, we ‘
believe paint and construction material consumption will accelerate in 2H21 following regional (US$/ton)
vaccination and tourism recovery. 3500 -
ESG « The company also has a potential growth from product diversification and Mega Paint expansion. 2000 |
« TOA has acquired 52% share in Phacha Enterprise and Phawatri Intertrade, which engage in the
businesses of import and selling tiles, with the Bt122m investment. We expect small contribution 2500 +
Value from this acquision at Bt400m in sales and roughly 10% net margin. However, we believe a
diversification to construction materials will enhance TOA construction chemical sales. 2000 -
 The company aims to expand more Mega Paint, an own brand and one stop service shop, to 10 0 e —
stores by rom 1store in , which we expec -2m/store/month sales contribution. o= = HRERID DD P
RiS S t by 2021 f 1st 1Q21, which t Bt1-2m/store/ th sal tribut CEREENDROND DN O
TN S T N S

RESEARCH _4 ~ Sources: CGS Research, company data, Bloomberg
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Result summary
(Bt m) 1020 2020 3020 4Q20 1021 YoY (%) 3M21 21E % of 21E « TOA reported an all time high net profit at
1 (o) (o)
Revenue 401 4,007 4,021 4067 4,422 7.8 4,422 16,689 26.5 5:5/76?1;nsalgsmggvifh/f’goaﬁ ngﬁ/‘r’gr?Sa)l’
Cost of sales (2,550) (2,549) (2,525) (2,662) (2,810) 10.2 (2,810) (10,681 26.3 investment. and efficient cost control.
Gross profit 1,551 1,457 1,496 1,504 1,613 4.0 1,613 6,008 26.8
SG&A (898) (835) (878)  (899)  (830) (7.6) (830)  (3,338) 24.9 . Core profit (EBIT) increased by 20%YoY
Other (exp)/lnc 27 36 32 33 29 10.5 29 N3 26.2 and 27%QoQ fo||ow|ng sales growth and
EBIT 680 659 650 638 813 19.5 813 2,783 29.2 lower SG&A expense.
Finance cost 9 (12) 9 (€3)) (€3)) (7.6) (€3)) (32) 25.9
Other inc/(exp) (130) 74 (28) 64 46 nm 46 47 99.0  Revenue was Bt4.4bn (+8%YoY, +6%QoQ)
Earnings before taxes 540 721 613 693 850 57.3 850 2,797 30.4 in 1Q21, a record high. An impressive
Income tax (170) (123) (137) 141 (202) 18.8 (202) (559) 36.1 growth was a result of sales volume
Earnings after taxes 370 598 476 553 648 75.1 648 2,238 29.0 recovery in both decorative paint and
Equity income - - - - - nm - - na construction material, together with a
Minority interest 3 3 0) 7 9 nm 9 %) 39.6 increase in Se.lling priceS. by 5%. SB'GS
Earnings from cont. operations 373 595 476 560 657 76.1 657 2,260 29.1 volume also increased in international
Forex gain/(loss) & unusual items 48 (2 48 (67) 13 (72.6) 13 0 nm market
Net profit 422 593 524 493 670 59.0 670 2,260 29.7 . , o 120
Recurring profit 387 595 486 545 660  70.5 660 2,260 29.2 fg?j; an()a;ggrop“éae; $§Y5fjue( ls/‘;i:?nvg’
EBITDA 813 795 792 783 813 (0.1 813 3,444 236 raw  material cost (oil related) but
Recurring EPS (Bt) 0.191 0.293 0.239 0.268 = nm = 1.M4 = improved QoQ from an increase in selling
Reported EPS (Bt) 0.208 0.292  0.258  0.243  0.330 59.0 0.661 M4 59.3 prices.
0, 3 V) 3 ()
Profits (@ 1020 2020 3020 4Q20 1021 Diff (%) 3M21 21E  Diff (%) . SGRA to sales improved to 188%
Gross margin 37.8 36.4 37.2 36.1 36.5 (1.3) 36.5 36.0 (0.5) (-31%Y0Y. -2.8%Q0Q) as a result of lower
Operating margin 16.6 16.4 16.2 15.3 18.4 1.8 18.4 16.7 Q.7 advertising.
Net margin 10.3 14.8 13.0 n.8 15.2 4.9 15.2 13.5 (1.6)

RESEARCH (74%’: Sources: CGS Research, company data 27 May 2021
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TOA: Revenue breakdown
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Decorative paint contributes 66% of total revenue. The company produces
decorative paint topcoats sealers, or primers, including high-quality anti-rust
primers. There are three main categories of decorative paint: premium grade
paints and coatings, medium to economy grade paints and coatings, and other
decorative products based on a combination of the character, quality,
functionality, and price of the decorative paints and coatings.

Non-decorative paint contributes 32% of total revenue. This segment refers to
chemicals that confer certain properties to construction materials, such as
improving their workability and performance.

Other non-decorative paints contribute 2% of total revenue. This segment
consists of wood paint and coatings, hardware, power tools, special paints, auto
tinting machines, and gypsum boards.

Revenue by group of segment, 2020

Decorative Paint Non-decorative paint
66% 32%

Sources: CGS Research, company data
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Revenue by group of geography, 2020
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TOA: Summary financials
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Profit & loss (Bt m) 19A 20A 21E 22E 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Revenue 16,978 16,296 16,689 17,538 18,415 4101 4,007 4,021 4,167 4,422
Cost of goods sold (1,026) (10,287) (10,681 (11,329) (11,896) (2,550) (2,549) (2525 (@2662) (2.810)
Gross profit 5,952 6,009 6,008 6,208 6,519 1,551 1,457 1,496 1,504 1,613
SG&A (3362) (3510) (3,338) (3420) (359D (898) (835) (878) (899) (830)
Other (exp)/inc 102 127 n3 na8 124 27 36 32 33 29
Operating profit 2,692 2,627 2,783 2,907 3,052 680 659 650 638 813
Finance cost 9) (39) (32) @7 @7) ) 12) ) @) @)
Other inc/(exp) 102 @n 47 43 38 (130) 74 28) 64 46
Earnings before taxes 2,776 2,567 2,797 2,922 3,063 540 721 613 693 850
Income tax (570) (571 (559) (584) (613) (170) (123) 37) a4mn (202)
After-tax profit 2,206 1,997 2,238 2,338 2,450 370 598 476 55¢ 648
Equity income - - - - - - - - - -
Minorities 21 6 22 23 25 3 3 ©) 7 9
Earnings from cont. operations 2,227 2,003 2,260 2,361 2,475 373 595 476 560 657
Forex gain/(loss) & unusual items (65) 28 0 ) O 48 @) 48 ©7) 13
Net income 2,162 2,031 2,260 2,361 2,475 422 593 524 493 670
Recurring EPS (Bt) 1.09 0.99 m 116 122 0.19 0.29 0.24 027 -
Weighted average shares (m) 2,029 2,029 2,029 2,029 2,029 2,029 2,029 2,029 2,029 -
Balance sheet (Bt m) 19A 20A 21E 22E 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Assets 15,707 16,486 18453 20,079 21,809 17,131 16,891 16,365 16,486 18,308
Liabilities 5093 5,081 5827 6,178 6,571 6,631 5879 5,329 5081 6,094
Equity 10,689 n,414 12,657 13,956 15,317 10,519 11,027 11,038 11,414 12,180
Invested capital 4,316 6,041 5,056 4,797 4,567 4986 5844 5,958 6,041 5,687
Growth (YoY, %) 19A 20A 21E 22E 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Revenue 4.4 4.0) 2.4 51 5.0 (5.4) (3.8) 1.0) (5.7) 7.8
Operating income 159 .4) 6.0 4.4 50 (13.9) 10.4 (1.3) .4) 195
Recurring EPS 19.5 9.2) 12.5 4.5 4.8 (39.8) 14.1 (10.4) 7.0 (100.0)
Assets 52 50 1.9 8.8 8.6 10.6 95 7.8 5.0 6.9
Liabilities (8.6) ©.2) 14.7 6.0 6.4 20.4 9.4 54 ©.2) @.1n
Equity 13.5 6.8 10.9 10.3 9.8 4.8 9.0 8.4 6.8 15.8
Profits (%) 19A 20A 21E 22E 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Gross margin 351 369 36.0 354 354 37.8 36.4 372 36.1 36.5
Operating margin 15.9 16.1 16.7 16.6 16.6 16.6 16.4 6.2 15.3 18.4
Net margin 12.7 12.5 13.5 13.5 13.4 10.3 14.8 13.0 1.8 15.2
ROE 215 18.4 18.8 17.7 16.9 159 220 19.0 17.6 227
ROIC 516 39.4 40.1 472 521 40.1 40.4 342 339 423

ces: CGS Research, company data
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Investment ratings
BUY: Expected return excluding dividends of more than 10% within the next 12 months.
HOLD: Expected return excluding dividends between -10% and 10% within the next 12 months.
SELL: Expected return excluding dividends of less than -10% within the next 12 months.
NR: Not Rated- Stock is not in our research coverage.

Analyst certification

The analyst(s) named in this report certifies that (i) all views expressed in this report accurately reflect the personal views of the analyst(s) with regard
to any of all of the subject securities and companies mentioned in this report and (ii) no part of the compensation of the analyst(s) was, is, or will be,
directly or indirectly, related to the specific recommendation or views expressed by that analyst herein.

General disclaimer

This document is prepared by Country Group Securities Public Company Limited (CGS). This research is aimed to provide information and analysis
based on data received from public sources and interviews with company executives. The information is carefully examined but their completeness and
accuracy are not guaranteed. The analysis, conclusions and recommendations in this research are mainly based on the fundamental analysis without
the intention to influence or lead the users of this report. The recommendations in this research belong solely to the analyst(s). CGS may not agree with
the opinions in this research. Investors and users of this research should rely on their personal judgment.

Disclaimer on CG Scoring and THAI-CAC

CG Scoring: 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 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 result may be changed after that date.
Country Group Securities Public Company Limited does not confirm nor certify the accuracy of such survey result. The IOD assigns numbers of logos
to each company based on their scoring as follows: 90-100 = Excellent (5), 80-89 = Very Good (4), 70-72 = Good (3), 60-69 = Satisfactory (2), 50-59
= Pass (1), <50 = N/A (No logo given).

Anti-corruption Progress Indicator: The assessment on progress level of Thai listed companies with respect to anticorruption called “anti-corruption
progress indicator” conducted by Thaipat Institute. This is an initiative under the SEC’s Sustainability Development Roadmap for Listed Companies
emphasizing on running business operation with good corporate governance, corporate social responsibility and firm commitment against corruption;
which will pave the way for them to become role models for others in the Thai business sector. The indicator comprises level 1 to 5 as follows: Level 1:
Committed, Level 2: Declared, Level 3: Established, Level 4: Certified, Level 5: Extend.
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