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COMPANY RESULTS HOLD

Thaicom (THCOM TB) (Maintained)

2Q19: Disappointing Core Profit On Customer Churn Issue Share Price Bt5.70
THCOM posted disappointing 2Q19 core operational results on the back of a high Target Price Bt6.00
foreign customer churn. We expect further downside risk to our 2019 earnings Upside +5.3%

projection. However, we think share price decline has already priced in most of the
negatives and we expect share price to react positively when there is more clarity over ~ COMPANY DESCRIPTION

the PPP programme. Maintain HOLD with a target price of Bt6.00. Entry price: Bt5.10. Sole satellite operator in Thailand with mobile
phone businesses in Laos.

2Q19 RESULTS
yoy qoq STOCK DATA
Year to 31 Dec (Btm) 2Q18 1019 2019 % chg % chg GICS sector Communication Services
Revenue 1,495 1,303 1217 (18.6) (6.6) Bloomberg ticker: THCOM TB
Operating cost (1,046) (962) (925) 115 38 Shares issued (m): 1,096.1
SG&A expenses (232) (245) (298) (28.4) (21.9) Market cap (Btm): 6,357.4
Interest expenses 586; 583; Esz; ( 4.5; ( 1.(; Market cap (US$m): 205.9
Income tax 51 77 88 72.0 14.1 I
EBITDA 709 550 296 (@4.2) (28.0) 3-mth avg daily t'over (US$m): 0.5
Recurring income 177 21 2 (98.9) (90.9) Price Performance (%)
Impairment loss/others - (38) (82) na. (116.5) 52-week high/low Bt10.30/Bt5.15
Net income 251 (33) (1395) (153.8) (309.4) 1mth 3mth 6mth 1yr YTD
EPS (BY) 0.23 (0.03) (0.12) (153.8) (309.4) (2.5) (11.5) (28.4)  (30.1) (a.1)
Gross margin (%) 30.04 26.15 23.94 Major Shareholders %
EBITDA margin (%) 4741 42.25 32.53 Shin Corporation 411
Net profit margin (%) 16.81 (2.53) (11.10) NVDR a4
Source: Thaicom, UOB Kay Hian Mr. Wanchai Punvichieng 26
RESULTS
FY19 NAV/Share (Bt) 11.60
e Thaicom (THCOM) posted a net loss of Bt135m in 2Q19 vs a net loss of Bt33m in 1Q19,  £v19 Net Debt/Share @) 288

mainly due to a Bt55m forex loss, Bt42m provision expenses relating to employee benefits
(due to the new Labour Protection Act) and a Bt40m write-off on a deferred tax asset in  PRICE CHART
2Q19. Stripping out extraordinary items, THCOM's core profit stood at Bt2m in 2Q19, down

90.9% qoq and 98.9% yoy, impacted by high foreign customer churn (under Thaicom 4 1(1'") reonrer e 09
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Year to 31 Dec (Btm) 2017 2018 2019F 2020F 2021F zz Volume (m)
Net turnover 6,689 6,026 5,241 5,289 5,681 10
EBITDA 2,792 2,054 2,201 2,088 1,686 A0u918 Octl8 Decl8 Feb19 Apri9 Junl9 Aug19
Operating profit (268) 125 388 275 326
Net profit (rep./act.) (2,650) 230 69 255 323 gouce: Bloomberg
Net profit (adj.) 507 57 137 323 391
EPS (Bt) 0.5 0.1 0.1 0.3 0.4 ANALYST(S)
P/B (x) 0.4 0.5 0.5 0.5 0.5 +662 659 8301
EV/EBITDA (x) 3.4 4.7 4.3 4.6 5.7 chaiwat@uobkayhian.co.th
Dividend yield (%) 0.0 234 0.4 1.6 2.0
Net margin (%) (39.6) 3.8 1.3 4.8 5.7
Net debt/(cash) to equity (%) 13.6 (0.3) 24.8 13.6 2.4
Interest cover (x) 7.3 6.1 6.7 6.8 6.1
ROE (%) n.a. 1.6 0.5 2.0 25
Consensus net profit - - 227 285 276
UOBKH/Consensus (x) - - 0.60 1.13 1.41

Source: Thaicom, Bloomberg, UOB Kay Hian
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¢ Weak 2Q19 operations on lower contribution from the Thaicom 4 broadband satellite.
THCOM's core profit saw a huge drop to Bt2m in 2Q19, mainly due to lower contribution
from Thaicom 4 broadband satellite which was impacted by high foreign customer churn on
uncertainties over continued operations of satellites under concession; broadband satellite
revenue hence declined by 15.1% qoq and 7.3% yoy in 2Q19. Broadband satellite services'’
gross margin declined to 22% in 2Q19 from 27.3% in 1Q19 and 27.2% in 2Q18. Share of
profit/loss on JV investments also tumbled, recording a loss of Bt13m for 2Q19, from a loss
of Bt5m in 1Q19 and gain of Bt52m for 2Q18, mainly due to high competition from mobile
operators in Laos and also the impact of baht appreciation, which led to the drop in
contribution from JV investments.

STOCK IMPACT

o Weak earnings expected to continue over the next couple of quarters... as THCOM is
still facing challenges from: a) slowdown in the broadcasting industry, b) the uncertainties
relating to the continued operation of satellites under concession and high customer churn
rates, and c) lower fee income due to the “Must Carry” obligation, of which’s impact will be
felt from 2H19 (we estimate an impact of around Bt90m/year for all seven channels). Note
that the National Broadcasting and Telecommunications Commission (NBTC) enacted the
“Must Carry” rule to regulate services provided by television service providers, including
digital TV broadcasting licensees and satellite TV network operators; cable TV operators are
required to carry all public digital terrestrial TV channels on the satellite TV platform;
additional expenses are subsidised by NBTC.

...but THCOM is seeking more customers to minimise the impact. THCOM has already
signed new contracts with two new customers in Myanmar (Canal+) and Thailand (DTH) for
broadcasting services and two new customers in the Philippines (WIT wholesales
bandwidth) and Japan (KDDI) at the end of last year. For 2019, THCOM expects to sign a
new contract with India’s Indusind Media & Communications Ltd (IMCL) (Grant Investrade
Limited: GIL) for an additional transponder on the Thaicom5 satellite (contract signing
expected within 3Q19). Also, THCOM signed an additional 806MHz bandwidth service
agreement for a two-year period with India’s Antrix. The total bandwidth leased in India is
2,293MHz

Awaiting business restructuring. THCOM still aims to engage in constructive cooperation
with the Thai Government to enhance national security with its participation in the public-
private partnership (PPP) programme and by opening itself up to discussions on various
forms of project collaborations. Based on our latest channel check with CAT telecom, the
government has already assigned an Independent Financial Advisor (IFA) to study the
feasibility of satellite life extension under PPP programme (expect to complete within end-
19). After the assessment, the government will select a potential candidate. We think
THCOM will have more time to negotiate the set-up of a JV with CAT to stand as a
candidate for the aforementioned project. This will pave the way for THCOM to extend the
concessions of its satellite business for at least five years after the concessions of Thaicom
4,5 and 6 end in late-21.

EARNINGS REVISION/RISK

e None. 1H19 core profit accounted for 17% of our full-year forecast. We may revisit our
earnings forecast after an analyst meeting on 8 Aug 19.

VALUATION/RECOMMENDATION

¢ Maintain HOLD with a target price of Bt6.00 based on DCF valuation. Although we still
expect to see some positive developments under the Public Private Partnership (PPP)
programme, under which THCOM wiill likely be able to continue operations of its Thaicom 4,
5, and 6 satellites after the end of concessions, the company will need more time to
conclude its deal with CAT and we also expect THCOM's current operations to remain
uncertain. We recommend a wait-and-see approach. Note that our target price and
projections have not included the life extension under the PPP programme. We estimate an
upside of Bt1.00 to our current target price if THCOM is able to secure an agreement to
extend the operations of Thaicom 4, 5 and 6 satellites for another 5 years after the end of
the concession on Sep 21.

Refer to last page for important disclosures.
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Year to 31 Dec (Btm) 2018 2019F 2020F 2021F  Year to 31 Dec (Btm) 2018 2019F 2020F 2021F
Net turnover 6,026 5,241 5,289 5,681 Fixed assets 4,815 7,721 7,876 8,033
EBITDA 2,054 2,201 2,088 1,686 Other LT assets 7,709 7,614 7,707 7,800
Deprec. & amort. 1,929 1,813 1,813 1,360 Cash/ST investment 7,057 6,488 7,277 8,152
EBIT 125 388 275 326 Other current assets 2,621 1,679 1,699 1,823
Total other non-operating income 66 188 190 192 Total assets 22,202 23,503 24,558 25,809
Associate contributions 119 0 205 207 ST debt 0 150 150 150
Net interest income/(expense) (338) (327) (309) (278) Other current liabilities 1,372 1,361 1,415 1,509
Pre-tax profit (22) 180 292 379 LT debt 7,023 9,497 8,875 8,321
Tax 269 (112) (31) (48)  Other LT liabilities 670 (259) 1,213 2,729
Minorities 7 0 (7) (8) Shareholders' equity 13,137 12,715 12,868 13,062
Preferred dividends 0 0 0 0 Minority interest 0 38 38 38
Net profit 230 69 255 323 Total liabilities & equity 22,202 23,503 24,558 25,809
Net profit (adj.) 57 137 323 391

CASH FLOW KEY METRICS

Year to 31 Dec (Btm) 2018 2019F 2020F 2021F  Year to 31 Dec (%) 2018 2019F 2020F 2021F
Operating 2,685 2,993 2,002 1,569 Profitability

Pre-tax profit (147) 249 155 240 EBITDA margin 34.1 420 39.5 29.7
Tax 119 0 205 207 Pre-tax margin (0.4) 34 55 6.7
Deprec. & amort. 1,929 1,813 1,813 1,360 Net margin 38 13 4.8 5.7
Associates (119) 0 (205) (207) ROA 1.0 0.3 11 13
Working capital changes (824) 931 34 (31) ROE 1.6 0.5 2.0 25
Non-cash items 1,727 0 0 0

Other operating cashflows na. na. na. na. Growth

Investing 1,224 1,224 1,248 1,273 Turnover (9.9) (13.0) 0.9 7.4
Capex (growth) 1,724 1,724 1,748 1,773 EBITDA (26.4) 71 (5.2) (19.2)
Capex (maintenance) (500) (500) (500) (500)  Pre-tax profit na. na. 62.0 296
Investments 0 0 0 0 Net profit na. (70.2) 2713 26.8
Proceeds from sale of assets 0 0 0 0 Net profit (adj.) (88.8) 140.0 136.1 211
Others 0 0 0 0  EPS (88.8) 140.0 136.1 211
Financing (2,219)  (4786)  (2462)  (1,967)

Dividend payments (1,491) 27) (102) (129) Leverage

Issue of shares 0 0 0 0 Debttototal capital 34.8 431 412 393
Proceeds from borrowings 0 0 0 0 Debttoequity 535 759 70.1 64.9
Loan repayment (733) @7 (677) (609)  Net debt/(cash) to equity (0.3) 248 136 24
Others/interest paid 4 (4,662) (1,683) (1,229) Interest cover (x) 6.1 6.7 6.8 6.1
Net cash inflow (outflow) 1,690 (569) 789 875

Beginning cash & cash equivalent 5,368 7,057 6,488 7,277

Changes due to forex impact 0 0 na. na.

Ending cash & cash equivalent 7,057 6,488 7,277 8,152

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (“UOBKH"), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are
generated from UOBKH's business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK"). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2019, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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