TOA: Recovering demand for decorative paint drive 4021 earnings

Analyst meeting came out with a neutral tone. We expect 4Q21 earnings to
recover QoQ but flat YoY caused by rising cost.

We expect 4Q21 earnings to improve QoQ supported by 1) an increase in
products selling prices by 4%-5% in 3Q21, 2) a solid demand for decorative
paint both Thailand and Vietnam, and 3) benefit from seasonal factor.

we expect 3Q21 GPM should be bottom quarter supported by 1) an increase
in products selling prices and 2) a decrease in raw material price (more than
50% of COGS is related to oil prices) in late 4Q21 base on U.S. Energy
Information Administration (EIA) forecasts crude oil prices will decline during
2022.

We foresee 2022 earnings at Bt2.2bn (+15%YoY) supported by demand in
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Recommendation: BUY
Current price*: Bt33.75
Target price : Bt38.00
Up/(downside): 13%
I0D: 5 out of 5

CAC: Certified

Stock data

paint and construction materials from hotel, restaurants, and related tourism

Update

4 )

destination (re-painting demand). RIC code TOABK
A strong balance sheet and a solid demand for decorative paint. We Index SETI
reiterate our BUY rating with a target price of Bt38.0, based on 35xPE’22E, SET Index (18 November 2021) 165102
closed to its five-years average trading range. Market cap (Bt m) 68,479
Shares outstanding (million) 2029
Year end Dec 19A 20A 21K 22K 23E Par (Bt) 1.00
PE (x) 32.0 33.6 35.6 31.1 28.0 .
Recurring net profit growth (%) 15.3 (4.9) (5.5) 14.5 10.9 48.OBt . 140
Recurring EPS (Bt) 1.06 1.00 0.95 1.09 1.21 46.0 L 130
Recurring EPS growth (%) 15.3 (4.9) (5.5) 14.5 10.9 oo L 120
. PBV (x) 6.4 6.0 55 5.0 4.6 40.0 - 110
Thanawich Boonchuwong BVPS (Bt) 53 56 6.1 6.7 74 380 1 ' - 100
Registration No. 110556 ROE (%) 215 18.4 16.1 16.9 17.0 290 - 'r" , "‘J\"A“\N’\f: 28
thanawich.bo@countrygroup.co.th DPS (Bt) 0.50 0.53 0.43 0.49 0.54 320 W‘\J o .
- . 300
+66 2 205 7000 ext. 4403 Dividend yield (%) 1.5 1.6 1.3 1.4 1.6 28.0 4 i i i 60
Enterprise value (Bt m) 62,201 63,132 61,243 59,754 58,186 Nov-19 May-20 Nov-20 May-21 Nov-21
EV-to-EBITDA (x) 20.3 19.8 20.0 17.3 15.4 TOA (LHS) Price relative to SET Index
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(/4%’: Sources: CGS Research, company data.
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TOA: Expect 3021 GPM should be bottom quarter Allla
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Correlation between TOA’s GPM & Oil prices Monthly crude oil spot prices (Jan 2017-Dec 2022)
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QoQ increase in GPM supported by an increase in products selling price

« We expect 4Q21 earnings to improve QoQ supported by 1) an increase in products selling prices by 4%-5% in 3Q21, 2) a solid demand for
ESG decorative paint both Thailand and Vietnam, and 3) benefit from seasonal factor.

« Titanium dioxide price, one of the key material, increased to US$3,250/ton (+58%YoY) in 4QTD (China benchmark). Also, we believe the
remaining materials (resin, latex, etc.) will also surge proportionately to the oil price, squeezing gross margin YoY in 4Q21. However, we believe
Value rising cost will be partly transferred as the company plans to increase its products price again in November, after revised up some products price,
we expect GPM to improved by 200bps to roughly 34% in TH22.

* Moreover, we expect 3Q21 GPM should be bottom quarter supported by 1) an increase in products selling prices and 2) a decrease in raw material
. price (more than 50% of COGS is related to oil prices) in late 4Q21 base on U.S. Energy Information Administration (EIA) forecasts crude oil
RlSkS prices will decline during 2022.

« We foresee 2022 earnings at Bt2.2bn (+15%YoY) supported by 1) demand in paint and construction materials from hotel, restaurants, and related
tourism destination (re-painting demand), and 2) improving GPM

RESEARCH (/4%’: Sources: CGS Research, company data, Bloomberg 24 November 2021 2
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https://www.eia.gov/outlooks/steo/archives/nov21.pdf
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(US$/ton) Titanium dioxide prices (Reference) More than 50% of COGS is related to oil prices
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(Bt m) 3020 4020 1021 20Q21 3021 %QoQ %Y0Y
Revenue 4,021 4,167 4,422 4,496 3,980 (11.5) (1.0)
Cost of sales (2,525) (2,662) (2,810) (2,976) (2,778) (6.7) 10.0

Gross profit 1,496 1,504 1,613 1,520 1,203 (20.8) (19.6)
SG&A (878) (899) (830) (906) (873) (3.7) (0.6)
Other (exp)/inc 32 33 29 28 25 (10.3) (21.2)
EBIT 650 638 813 641 355 (44.6) 45.4)
Finance cost 9 (8) (8) (8) (8) 4.0 M.o)
Other inc/(exp) 7 1 5 12 1 (89.6) (80.6)
Earnings before taxes 647 630 809 646 348 (46.1) (46.2)
Income tax Q37) 4mn (202) (109) (102) (7.0) (25.8)
Earnings after taxes 51 490 607 537 247 (54.1) (51.7)
Equity income - - - - - na na

Minority interest €0)) 7 9 7 26 260 (12,702)
Earnings from cont. operations 510 497 615 544 273 (49.8) (46.5)
Forex gain/(loss) & unusual items 13 4) 55 o) (5) nm nm

Net profit 524 493 670 544 268 (50.7) (48.8)
EBITDA 792 783 949 808 510 (36.8) (35.6)
Recurring EPS (Bt) 0.25 0.24 0.31 0.27 0.13 (50.1D “a7.1)
Reported EPS (Bt) 0.26 0.24 0.33 0.27 0.13 (50.7) (48.8)
Profits (%) 3020 4020 1021 2Q21 3021 chg QoQ chgYoY
Gross margin 37.2 36.1 36.5 33.8 30.2 (3.6) (7.0)
Operating margin 19.7 18.8 21.5 18.0 12.8 (5.9 (6.9)
Net margin 13.0 1.8 15.2 12.1 6.7 (5.4) (6.3)

Result summary

TOA’s 3Q21 net profit was at Bt268m (-
49%YoY, -51%QoQ), the lowest level since
listed.

Revenue softened to Bt4bn (-1%YoY, -
12%QoQ) in 3Q21, caused by a decrease in
sales volume of decorative paint in
Thailand, following impact of COVID-19
led lockdown measures along with flood
situation.

Gross profit margin plunged to 30.2% (-
700bps YoY, -360bps QoQ), the lowest
level since listed as a result from rising
material cost as oil price spiked.

SG&A to sales was manageable at 21.9%
(+10bps YoY, +170bps QoQ).
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Decorative paint contributes 66% of total revenue. The company produces (Bt bn) (%)
StOI‘y decorative paint topcoats sealers, or primers, including high-quality anti-rust 20.0 - - 13

primers. There are three main categories of decorative paint: premium grade

paints and coatings, medium to economy grade paints and coatings, and other 19.0 A - 13
Sales decorative products based on a combination of the character, quality, 180 - L 15

functionality, and price of the decorative paints and coatings.

L/
17.0 A ' - 12
Non-decorative paint contributes 32% of total revenue. This segment refers to
PSF chemicals that confer certain properties to construction materials, such as 16.0 1
improving their workability and performance.
15.0 1
T T T T T

10

Team Other non-decorative paints contribute 2% of total revenue. This segment 14.0

consists of wood paint and coatings, hardware, power tools, special paints, auto 18A  19A 20A 21 22E  23E
H Revenue Net margin (RHS)

tinting machines, and gypsum boards.

WCB

Revenue by group of segment, 2020 Revenue by group of geography, 2020

Others, 5%

[ESG

Vietham,
8%

Value

Thailand,

Decorative Paint Non-decorative paint Other non-decorative paint 86%
66% 32% 2%

Risks

RESEARCH (/4%’: Sources: CGS Research, company data 24, Neverilber 2021
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TOA: Summary financials
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Profit & loss (Bt m) 19A 20A 21E 22E 23E  Sep '20 Dec '20 Mar'21  Jun'21 Sep '21
Revenue 16,978 16,296 17,300 18,285 19,114 4,021 4,67 4,422 4,496 3,980
Cost of goods sold M,026) 10,287) (11,505) (12,032) (12,501 (2,525) (2662) (2810) (2976) (,778)
Gross profit 5952 6,009 5,796 6,254 6,613 1,496 1,504 1,613 1,520 1,203
SG&A (3362) (3510) (3512) (3639 (3,708) (878) (899) (830) (906) (873)
Other (exp)/inc 102 127 n2 122 128 32 33 29 28 25
Operating profit 2,692 2,627 2,396 2,737 3,034 650 638 813 641 355
Finance cost a9) (39) (32) Q@7) 7) (©)) ® ® () @)
Other inc/(exp) 12 15 20 20 20 7 1 5 12 1
Earnings before taxes 2,686 2,603 2,383 2,729 3,026 647 630 809 646 348
Income tax (570) 7D 477) (546) (605) Q37) 471 (202) (109) 102)
After-tax profit 2,116 2,032 1,907 2,184 2,421 5N 490 607 537 247
Equity income - - - - - - - - - -
Minorities 21 6 19 22 24 ) 7 9 7 26
Earnings from cont. operations 2,137 2,038 1,926 2,205 2,445 510 497 615 544 273
Forex gain/(loss) & unusual items 25 @) - - - 13 ) 55) 0 )
Net income 2,162 2,031 1,926 2,205 2,445 524 493 670 544 268
EBITDA 3,061 3,184 3,057 3,444 3,790 792 783 949 808 510
Recurring EPS (Bt) 1.06 1.00 0.95 1.09 1.21 0.25 0.24 0.31 027 013
Weighted average shares (m) 2,029 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  Sep '20 Dec '20 Mar 21  Jun '21 Sep '21
Assets 15,707 16,486 18,425 20,001 21,703 16,365 16,486 18,308 18,384 18,050
Liabilities 5093 5,081 5979 6,365 6,746 5,329 5,081 6,094 6,217 6,145
Equity 10,689 1,414 12,473 13,686 15,031 1,038 1,414 12,180 12137 1,900
Invested capital 4,316 6,041 5,191 4,893 4,646 5958 6,041 5,698 5,645 6,071
Growth (YoY, %) 19A 20A 21E 22E 23E  Sep '20 Dec '20 Mar'21  Jun'21 Sep '21
Revenue 4.4 4.0) 6.2 57 4.5 1.0) (B.7) 7.8 122 1.0)
Recurring EPS 15.3 4.9) (5.5) 14.5 10.9 Q.7 2.2) 30.3 14 7.0
Assets 52 5.0 n.8 8.6 85 7.8 5.0 6.9 8.8 10.3
Liabilities 86) 0.2) 17.7 6.4 6.0 54 0.2) @mn 58 15.3
Equity 13.5 6.8 93 97 98 84 6.8 15.8 10.1 7.8
Profits (%) 19A 20A 21E 22E 23E  Sep'20 Dec '’20 Mar'21  Jun'21 Sep'21
Gross margin 351 369 335 342 346 372 36.1 36.5 338 30.2
EBITDA margin 18.0 19.5 17.7 18.8 19.8 19.7 188 215 18.0 12.8
Net margin 12.7 12.5 11 121 12.8 13.0 1.8 15.2 121 6.7
ROE 215 18.4 16.1 16.9 17.0 19.0 176 22.7 17.9 8.9

rces: 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 [OD assigns numbers of logos
to each company based on their scoring as follows: 90-100 = Excellent (5), 80-89 = Very Good (4), 70-79 = 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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