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Relative 293 165 79
Quarterly EPS
Bt 1Q 2Q 3Q 4Q
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2015 0.09 0.11 0.05 (0.06)
2016 0.08 0.04 0.02 n.a.
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Khon Kaen Sugar Industry
(KSL.BK/KSL TB)
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Valuation & Action
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Key financials and valuations

Ot-14A (Ot-15A (Ot-16F Oa-17F  Odt-18F
Revenue (Bt ) 19,185 18,866 16,254 18,812 19,721
Gross profit (Bt mn) 4,827 4,029 3,750 4713 4,922
BRIT (Bt mn) 2,773 2,018 1,532 2,429 2,527
Net profit (Bt mn) 1,626 815 728 1,425 1,533
BPS(BY) 0.41 0.20 0.17 0.32 0.35
DPS(B) 0.08 0.06 0.08 0.16 0.17
EPSgrowth (%) (17.5) (49.9) (16.9) 91.2 76
PEX) 118 235 28.3 14.8 138
PB(X) 15 14 15 14 14
BV/EBITDA (X) 105 12.6 14.8 11.0 10.8
Net Debt to Equity (X) 17 17 15 14 13
Dividend Yield (%0) 17 12 18 34 36
Return on Avg. Equity (96) 12.7 5.3 45 84 8.6

Source: KGI Research

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

http://research.kgi.com; Bloomberg: KGIT <GO>  Please see back page for disclaimer
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Figure 1: Bright 2017 sugar performance on rising sugar price

Sugar’s gross profit, Bt mn (LHS); sugar price, USc/Ibs (RHS)
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Source: Company data, Bloomberg, KGI Research

Figure 3: Sugar stock-to-use at 7-year low

Global sugar ending stocks and consumption, tons mn (LHS); Global
sugar stock-to-use ratio, percent (RHS)
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Source: USDA, KGI Research

Figure 5: Falling electricity volume eroded its profitability

Electricity sales volume, MW-hr (LHS); electricity business's gross
profit, Bt mn (RHS)
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Source: Company data, KGI Research

Figure 7: There is upside for ethanol sales volume

Ethanol sales volume, mn liters
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Source: Company data, KGI Research

Thailand Khon Kaen Sugar Industry

Figure 2: Sugar balance deficit for the second year

Global sugar consumption and production, tons mn (LHS); Global
sugar surplus/deficit, tons mn (RHS)
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Source: USDA, KGI Research

Figure 4: Expect sugar sales volume to drop slightly in
2017F

KSL's sugar sales volume, ‘000 tons
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Source: Company data, KGI Research

Figure 6: Expect more electricity to be generated in 2017-18F

Electricity sales volume, MW-hr
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Figure 8: Bounce in cassava price

Ethanol price, Bt/liters (LHS); cassava root price, Bt/ton (RHS)
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Source: Company data, Thai Tapioca Development Institute, KGI Research

*The Company may be issuer of Derivative Warrants on these securities.
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Figure 9: 3Q16F earnings preview

B m 4Q16F 4Q15  YoY (%) 3Q16  QoQ (%)
Sles 4,028 7,116 (434) 4494 (10.4)
Cogts of Sles (3191) (6,318) (49.5) (3,658) (12.8)
Gross Rofit 838 798 5.0 836 0.2
XA Bpense (726) (769) (5.6) 642 131
BT 350 308 138 300 16.8
Pre-tax Profit 147 A 332.0 120 225
Corporate Tax (29) ) 287.7 (34 (13.6)
Pre-exoeptional Profit 113 273) (1415) 87 30.8
Minority Interest - - na - na
Net Profit 113 273 n.a 87 30.8
Norm. net profit 113 (132 na 87 30.8
Reported BPS 0.05 (0.06) n.a. 0.02 156.7
Percent 4Q16F 4Q15 YoY (ppts) 4Q15 QoQ (ppts)
Gross margin 20.8 112 9.6 18.6 22
BERITmargin 8.7 43 4.4 6.7 2.0
XA Sles 18.0 10.8 7.2 143 37

Source: Company data, KGI Research

Figure 10: Hiccup in 2016 due to both volume and price Figure 11: 2016-18 revenue forecast by products

Revenue, Bt bn (LHS); revenue growth, percent YoY (RHS)
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" - Sugar 13,154 13,020 12,319 14,485 15209
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Source: Company data, KGI Research

Figure 12: Profitability turnaround in 2017-18

Net profit, Bt mn (LHS); GPM and NPM, percent (RHS)
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Source: Company data, KGI Research

Figure 13: Increasing ROAE to 8.4-8.6% in 2017-18
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Source: Company data, KGI Research

*The Company may be issuer of Derivative Warrants on these securities.
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Figure 15: 5-year average PER of food sector ex. CPF and
MINT at 17.6x
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Figure 14: 5-years average trading PER of KSL at 16.4x
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Figure 16: High net long sugar positions

Sugar price, USc/Ibs (LHS); net L-S non-commercial future position, ‘000 contracts (RHS)
40

35
30

25

858884

20

15

o

10 -50
2010 2011 2012 2013 2014 2015 2016
=—3Sgarprice = Net L-Snon-conmercial future postions

Source: Bloomberg , KGI Research

*The Company may be issuer of Derivative Warrants on these securities.
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Figure 17: Company profile

Khon Kaen Sugar Industry (KSL) and its subsidiaries are Thailand's 4th
largest sugar producing group. It produces and distributes sugar and by-
pass products (such as electricity, ethanol and fertilizer) under five sugar
mills locates in Khon Kaen, Loei, Kanchanaburi and Chonburi, with total
sugar cane crushing capacity of 110,000 tons cane per day, ethanol
production capacity of 350,000 liters per day and power generation
capacity for selling to EGAT of 50 MW. It has also been granted sugar
cane plantation concession from Laos and Cambodia, which it has total
crushing capacity of 9,000 tons of cane per day.

Thailand Khon Kaen Sugar Industry

Figure 18: 2016F revenue contribution by products

Source: Company data, KGI Research
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Figure 19: Revenue and gross profit margin

Revenue, Bt bn (LHS); gross profit margin, percent (RHS)

24 300
2
Z 25.0
18
16
14 2
12
10 15.0
2014 2015 2016F 2017F 2018F
EE Revenue —8-GM

Source: Company data, KGI Research

Figure 20: Net profit would turnaround in 2017F

Source: Company data, KGI Research

Net profit, Bt mn (LHS); net profit margin, percent (RHS)
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Figure 21: Company ROAA and ROAE
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Source: Company data, KGI Research

Figure 22: Well-leveraged balance sheet

Source: Company data, KGI Research
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Figure 23: 2012-16 trailing PER
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Figure 24: Trading at 1.5x PBV 2016F

Source: Bloomberg, KGI Research
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*The Company may be issuer of Derivative Warrants on these securities.
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*The Company may be issuer of Derivative Warrants on these securities.
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Quarterly Income Statement

(Bt mn) Jan-14A  Apr-14A  Jul-14A Oct-14A  Jan-15A  Apr-15A  Ql-15A  Oct-15A  Jan-16A  Apr-16A  1ul-16A
Revenue 3,638 3,790 4,771 6,985 3,154 4,087 4,509 7,116 3,792 3,939 4,494
Cost of Goods Sold (2,489) (2,448) (3,550) (5,953) (2,042) (2,974) (3,502) (6,318) (2,671) (2,983) (3,658)
Gross Profit 1,149 1,342 1,221 1,032 1,112 1,112 1,007 798 1,121 956 836
Operating Expenses (596) (553) (547) (756) 632 (626) (645) (769) (648) (696) (642
Cther incomes - - - - 107 194 82 279 65 84 106
Operating Profit 554 789 674 276 587 680 443 308 538 343 300
Depredation of fixed assets 387 361 149 141 352 394 258 248 417 392 194
Operating BBITDA 940 1,150 823 417 939 1,074 701 556 956 735 494
Non-Operating Income 7 106 33 220 13 25 12 (35) 5 9 4
Interest Income - - - - - - - - - - -
Cther Non-op Income 7 106 33 220 13 25 12 (35) 5 9 4
Non-Operating Expenses (181) (211) (226) (216) (297) (209) (205) (238) (180) (181) (185)
Interest Bxpense (281) (211) (226) (216) (197) (209) (205) (238) (180) (181) (185)
Cther Non-op Eenses - - - - - - - - - - -
Net Investment Income/(Loss) - - - - - - - - - - -
Pre-tax Profit 450 685 481 280 403 495 250 34 363 172 120
Qurrent taxation ® ) (€0) @5 a4 4 @an ® (18 ©) 34
Minorities 15 (41) 62) 42) 6 23 ) (158) 4 13 1
Bxdraordinary items - - - - - - - (141 - - -
Net Profit 427 627 358 213 396 464 228 273) 349 179 87
EPS(B) 0.10 0.14 0.08 0.05 0.09 0.11 0.05 (0.06) 0.08 0.04 0.02
Margins (%)
Goss profit margin 31.6 354 256 148 35.3 272 223 11.2 29.6 243 186
Qperating margin 152 20.8 141 39 186 16.6 9.8 43 142 87 6.7
Operating BBITDA margin 258 30.3 17.3 6.0 298 263 155 7.8 25.2 187 11.0
Net profit margin 11.7 16.5 75 31 12.6 11.4 51 (3.8 9.2 45 1.9
Growth (%)

Revenue growth (17.6) (20.7) (22.9) 94.2 (3.3 7.8 (5.5) 19 20.2 (3.6) 0.3
Operating growth 68.5 917 (7.6) 26.8 6.1 (239 (342 116 83) (49.5) 32.3
QOperating BBITDA growth 382 61.3 (2.8) 40.6 (0.1) 6.7) (14.8 334 18 (31.6) (29.6)
Net profit growth 9.6 7.3 (41.5) 140.2 (7.4) (26.0 (36.4) na (11.8) (61.5) (62.0)

Source: Company data, KGI Research

Peer comparison — Key valuation stats

Rating Target price  Qurrent price Upside  15EPS  16FEPS  17FEPS 16 EPS 17FEPS 16FPER 17FPER 16FPBV 17FPBV 16FDiv  16FROAE

(BY) (Bt) (%) (BY) (BY) (Bt)  growth (%) growth (%) () () 9 () Yield (%) (%)
KL o 5.40 478 130 0.20 0.17 0.32 (15.0) 83.2 281 149 15 14 17 45
P o 42.00 27.50 52.7 150 205 182 37.0 1.2 134 15.1 16 16 36 126
™Or N 3150 3950 (03 235 315 228 338 (27.6) 125 173 40 39 64 303
GFPT N 15.20 14.10 7.8 0.95 118 119 236 07 120 11.9 17 16 25 141
U NR 2517 2020 246 111 121 143 9.0 182 16.7 141 19 18 31 130
Average 1.22 1.55 1.41 26.9 (9.3) 16,5 14.7 2.2 2.0 35 14.9

Source: KGI Research
**Bloomberg consensus

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

As of 31 Oct (Bt mn) Oct-14A  Oct-15A  Oct-16F Oct-17F  Oct-18F
Total Assets 40,134 40,176 39,713 39,628 39,570
CQurrent Assets 8,238 8,103 7,505 7,997 8,631
Cash & ST Investments 1,490 1,391 1,789 1516 1,839
Inventories 4,348 4,109 3,426 3,863 4,055
Acoounts Recelvable 2,182 2,366 2,048 2,371 2,485
Cthers 217 237 242 247 252
Non-current Assets 31,896 32073 32208 31631 30,939
LT Investments 4,285 4,439 4,661 4,801 4,945
Net fixed Assets 27088 26976 26876 26145 25296
Cthers 523 658 671 685 699
Total Liabilities 25,301 24,687 23577 22,692 21,779
Current Liabilities 14,322 9156 12508 10,611 10,684
Accounts Payable 2,380 1,473 1,233 1,391 1,460
ST Borrowings 11,751 7483 11,195 9,130 9,130
Cthers 191 200 80 0 95
Long-term Liabilities 10,979 15,532 11,069 12,081 11,094
Long-term Debts 10270 14936 10649 11,649 10,649
Cthers 709 596 420 433 446
Shareholders' Equity 14,833 15488 16,137 16,935 17,792
Common Sock 1,705 2,005 2,205 2,205 2,205
Capital Surplus 2,946 2,946 2,946 2,946 2,946
Retained Earnings 8,161 7,351 7,735 8,447 9,213
Non-controlling interests 2,021 2,079 2,162 2,249 2,339
Source: Company date; KGI Research
Key ratio
Year to 31 Oct (Bt mn) Oct-14A  Oct-15A  Oct-16F  Oct-17F  Oct-18F
Forecast Drivers
Growth (% YoY)
Sles 13 L7 (139) 157 48
o 126 (7.2 (241 585 40
EBTDA 154 (16.3) (134) R7 31
NP B0 @9 (107 95.7 76
S (175)  (499)  (16.9) 91.2 7.6
Profitability (%)
Goss Margin 252 214 231 251 25.0
Qperating Margin 145 10.7 94 129 128
EBITDA Margin 204 17.3 174 20.0 19.7
Net Rrofit Margin 85 4.3 45 76 78
ROAA 43 20 18 36 39
ROAE 12.7 53 45 84 8.6
Sability
Gross Debt/Eoity (%) 1975 1841 1687 1545 1409
Net Debt/Eoity (%6) 1699 1650 1528 1386 1258
Interest Coverage () 33 24 21 35 38
Interest & ST Debt Coverage (X) 0.1 01 0.0 0.1 0.1
Cash Flow Interest Coverage (X) 1.9 17 36 31 40
Cash How/Interest & ST Debt (x) 0.1 02 0.2 0.2 0.3
Qurrent Ratio (X) 0.6 0.9 0.6 0.8 0.8
Quick Ratio () 0.3 0.4 03 04 04
Net Debt (Bt mn) 21,765 22,131 21,358 20,363 19,440
Per Share Data (Bt)
BS 04 02 0.2 0.3 0.3
(0335 1.0 08 05 0.6 0.7
BVPS 32 33 32 33 35
B2 48 4.7 38 4.3 45
EBTDA/Share 1.0 0.8 0.7 09 0.9
DPS 0.1 0.1 0.1 0.2 0.2
Activity
Asset Turnover (X) 05 05 04 05 05
Days Receivables 29.1 440 49.6 429 449
Days Inventory 101.6 104.0 110.0 94.3 97.6
Days Payable 59.3 474 395 34.0 351
Cash Qde 715 100.6 120.0 103.2 107.4

Source: Company date; KGI Research

December 15, 2016

Profit & loss

Year to 31 Oct (Bt mn) Oct-14A Oct-15A Oct-16F Oct-17F Oct-18F
Revenue 19,185 18,866 16,254 18,812 19,721
Qogt of Goods Soid (14,358) (14,837) (12503) (14,099 (14,799
Gross Profit 4,827 4029 3750 4,713 4922
Operating Expenses (2500) (26720 (2712) (2802 (2939
Cther incomes 447 661 494 518 544
Operating Profit 2,773 2,018 1532 2,429 2,527
Deprediation of fixed assets 1131 1,252 1,300 1331 1,349
Operating EBITDA 3905 3270 2832 3759 3876
Non-Operating Income 0 0 0 0 0
Interest Income 0 0 0 0 0
Cther Non-op Income 0 0 0 0 0
Non-Operating Expenses (834) (849) (731) (695) (662)
Interest Bense (834) (849) (731) (695) (662)
Cther Non-op Expenses 0 0 0 0 0
Equity Income/(Loss) (11) 14 0 0 0
Pretax Income 1928 1,183 801 1,734 1,865
CQurrent taxation (109) (93 87) 173) (187)
Minorities (159) (134) 14 (136) (146)
Bxraordinary items (34 (141) 0 0 0
Net Profit 1,626 815 728 1,425 1,533
Norm. Rrdfit 1,660 956 728 1,425 1,533
BPS(BY) 1.0 0.2 0.2 0.3 0.3
Source: Company date; KGI Research
Cash flow
Year to 31 Oct (Bt mn) Oct-14A  Oct-15A Oct-16F Oct-17F Oct-18F
Operating Cash How 1,598 1,409 2,664 2,158 2,644
Net Rrofit 1,626 815 728 1,425 1,533
Depredation & Amortization 1,131 1,252 1,300 1,331 1,349
Change in Working Capital 22718) (1,743 761 (602) (237)
Cthers 1,118 1,085 (125) 5 0)
Investment Cash How (3,195) (931) (1,635) (550)  (1,058)
Net CAPEX (2,650) (965) (1,200 (600) (500)
Change in LT Investment 0 0 (222) (140) (144)
Change in Cther Assets (545) 34 (213) 190 (414)
Free Cash How (1,597) 478 1,029 1,609 1,586
Financing Cash How 1,655 (446) 831 (1678  (1,663)
Change in Share Capital 0 0 200 0 0
Net Change in Debt 2,364 33 (750) (1,052 (987)
Change in Cther LT Liab. (709) (479) (281) (626) (676)
Net Cash How 57 32 198 (70) 7
Source: Company date; KGI Research
Rates of Return on Invested Capital
Year 1 QoGS . Depreciation + Operating Exp. _ Cperal_ing
Revenue Revenue Revenue Margin
Ot-14A 68.9% 59% 13.0% 12.1%
Ot-15A 72.0% 6.6% 14.2% 7.2%
Od-16F 68.9% 8.0% 16.7% 6.4%
Ot-17F 67.9% 7.1% 14.9% 10.2%
Ot-18F 68.2% 6.8% 14.9% 10.1%
Year 1 Working Capital . Net PPE Other Assets  _ Capital
Revenue Revenue Revenue Turnover
Ot-14A 21.6% 141 0.03 0.60
Ot-15A 26.5% 143 0.03 0.58
Od-16F 26.1% 1.65 0.04 051
Ot-17F 25.7% 1.39 0.04 0.59
Ot-18F 25.8% 1.28 0.04 0.63
Year Operating Capital Cash _ After-tax Return
Margin Turnover Tax Rate on Inv. Capital
Ot-14A 12.1% 0.6 94.34 6.91
Ot-15A 7.2% 0.6 92.17 383
O-16F 6.4% 05 89.10 291
Ox-17F 10.2% 0.6 90.00 543
Ot-18F 10.1% 0.6 90.00 574

Source: Company date; KGI Research

*The Company may be issuer of Derivative Warrants on these securities.
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KGI Locations China Shanghai Room 1907-1909 , Tower A, No. 100 Zunyi Road,
Shanghai, PRC 200051
Shenzhen Room 24D1, 24/F, A Unit, Zhen Ye Building, 2014 Bao'annan Road,

Shenzhen, PRC 518008

Taiwan Taipei

700 Mingshui Road, Taipei, Taiwan
Telephone 886.2.2181.8888 - Facsimile 886.2.8501.1691

Hong Kong

41/F Central Plaza, 18 Harbour Road, Wanchai, Hong Kong
Telephone 852.2878.6888 Facsimile 852.2878.6800

Thailand  Bangkok
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173 South Sathorn Road, Bangkok 10120, Thailand
Telephone 66.2658.8888 Facsimile 66.2658.8014

KGI's Ratings Rating
Outperform (OP)

Neutral (N)

Under perform (U)

Not Rated (NR)
Restricted (R)

Definition

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. Taiwan).

The stock's excess return* over the next twelve months is ranked in the range between the top
40% and the bottom 40% of KGI's coverage universe in the related market (e.g. Taiwan).1.3

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. Taiwan).

The stock is not rated by KGI Securities.

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

Excess return = 12M target price/current price-

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 KGI'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.

Disclaimer KGI 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.
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