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SECTOR UPDATE
Electronics — Thailand
The Path Forward Is Still Plagued With Uncertainties

Earnings in the sector could come under pressure due to ongoing operational problems
and uncertainty from Trump’s reciprocal tariff policy. For 2Q25, we expect many
companies’ revenues to be flat or slightly higher, especially KCE and HANA. Meanwhile,
we expect DELTA to see a surge in demand as buyers have rushed orders ahead of tariff
implementation, but we are also cautious due to the high base. We downgrade the
sector to UNDERWEIGHT.

WHAT’S NEW

¢ Recovery is uncertain as KCE and HANA are still navigating headwinds in 2Q25. We
remain cautious about 2Q25 revenue, particularly for KCE and HANA, as both continue to
face several headwinds. KCE is likely to see a limited recovery due to weakness in the
automotive segment, especially in Europe. According to the European Automobile
Manufacturers’ Association (ACEA), new car registrations in Europe fell by 1.9% in 1Q25. As
of April, ytd registrations were down 1.2% yoy, though April alone saw a modest 1.3% yoy
increase. For HANA, management remains cautious on PMS revenue. The company is
transitioning from a turnkey model where it supplies raw materials to a consignment model, in
which customers provide the materials and HANA only handles manufacturing. This shift is
expected to put pressure on revenue in the early stages.

DELTA experienced a spike in demand as buyers accelerated purchases ahead of the
tariffs. In 2Q25, we expect revenue to continue improving, driven by strong demand from
data centres and Al-related products, along with a boost from front-loaded orders during the
90-day tariff pause announced by Trump. While the additional tariffs will be paid by
customers on top of the original selling price, this may not directly affect DELTA’s revenue
but could create pressure on customer purchasing decisions. As a result, the tariff hike still
poses an indirect risk.

Cost cuts may support gross margin, but FX volatility remains a risk. We expect gross
margins for most electronics stocks under our coverage to improve qoq in 2Q25 due to
ongoing cost-saving efforts like labour reductions and switching to more efficient chemical
solutions, a slight increase in revenue, and a low base from seasonal effects in 1Q25.
However, we foresee that continued appreciation of the Thai Baht could put pressure on
margins.

Remain cautious heading into 2H25. We believe revenue in the sector may be affected not
only by the US tariffs but also by weak demand across various products and ongoing
operational challenges. These include full-capacity constraints, rising expenses like royalty
fees and technical service costs, and a downward trend in some business segments, which
could pressure earnings. Additionally, we are concerned about slower revenue growth in
2H25, especially for companies like DELTA, which benefited from front-loaded orders in
1H25 due to the temporary tariff pause. This pull-forward effect may result in a softer 2H25.

PEER COMPARISON
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Company Rec. Price Price Downside Cap 2025F 2026F 2025F

(BY) (Bt) (%) (US$m) (Btm) (Btm) (x)
DELTATB SELL 95.50 55.00 (42.4) 36,011 20,515 19,017 58.1
HANA TB HOLD 18.40 20.00 8.7 492 1,112 1,795 133
KCE TB HOLD 15.60 18.00 154 557 1,109 1,337 16.5
SVITB HOLD 6.40 6.00 (6.3) 417 1,062 1,480 13.0
Sector 37,478 23,798 23,628 56.4
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UNDERWEIGHT
(Downgraded)

SECTOR QUARTERLY REVENUE OUTLOOK
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NEW CAR REGISTRATIONS IN EUROPE
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e There was a significant rise in electronic export numbers in 4M25. According to
Thailand’s trade statistics, its electronic exports reached Bt682m during Jan—-Apr 2025, up
25% yoy, driven by strong demand for products like computer devices, hard disk drives, and
printed circuit boards (PCBs). We believe the surge was partly driven by front-loaded orders
ahead of tariff changes. After “Liberation Day” in early April, President Trump announced a
90-day pause on reciprocal tariff hikes. However, we still believe the reciprocal tariff will
impact the electronic sector with the flat 10% rate. Therefore, we remain cautious about
2H25, as the momentum from early orders may fade once the tariff pause ends.

ACTION

¢ Downgrade from MARKET WEIGHT to UNDERWEIGHT. We downgrade from MARKET
WEIGHT to UNDERWEIGHT. We revised 2025’s earnings of all stocks down due to a) the
expectation of softer revenue from weak demand, b) squeezed gross margin from currency
fluctuation, and c) earnings pressured from the overhang of the US tariffs. We have no top
pick on the sector as all stocks still have a dull outlook and face many pressures ahead.

KEY EARNINGS REVISION

o DELTA: We revised 2025 earnings up. We revised DELTA’s earnings up by 8% due to a)
higher gross margin from better product mix, and b) lower SG&A-to-sales.

o HANA: 2024 earnings estimates are being lowered. We reduce HANA'’s 2025 earnings by
7%, mainly due to weaker revenue from slow demand of PMS business and lower gross
margin.

o KCE: Revise down 2025 earnings. We lowered 2025's earnings 40%, in line with
management guidance. This was pressured by lower-than-expected revenue and gross
margin from allowing for the recovery of the automotive segment.

¢ SVI: Revise down 2024 earnings. We trim earnings by 30% due to lower-than-expected
gross margin from product mix.

RECOMMENDATION

o Maintain SELL on DELTA with a new higher target price of Bt55.00 (previous TP:
Bt50.00). Our target price is based on 32x 2025F PE, with DELTA pegged to -1.0SD from its
five-year mean due to: a) the slow growth in EV related products, which account for 30% of
total revenue, b) uncertainty of various costs affecting SG&A-to-sales, c) the impact of the
global minimum tax, and d) potential earnings downside from the US’ reciprocal tariffs.

Downgrade to HOLD on KCE with a lower target price of Bt18.00 (previous TP:
Bt28.00). Our valuation is based on 17x 2025F PE, and we peg KCE'’s target PE to -1.0SD
from its five-year mean. We revise KCE’s 2025 earnings due to the dull outlook and no signs
of recovery for demand, pressuring revenue in 2H25.

Maintain HOLD on HANA with a lower target price of Bt20.00 (previous TP: Bt22.00).
Our target price is based on 15x 2025F PE and we peg HANA's target PE to -1.0SD from its
five-year mean. We are also cautious about HANA's revenue recovery due to weak demand
for consumer electronic products. Moreover, the company has soft demand on the PMS
business and is cautious on gross margin from currency fluctuation.

Downgrade SVI from BUY to HOLD with a lower target price of Bt6.00 (previous TP:
Bt8.00). Our target price is based on 12x 2025F PE and pegged to its five-year mean PE.
Similar to its peers, SVI's revenue is likely to soften due to slow demand from the consumer
electronic products industry. Also, we are cautious about fluctuation in the gross margin that
might not remain at the same level.

SECTOR CATALYSTS

o Acceleration of 5G technology, growth in the EV trend, a booming economy, better chip
shortage situation and baht depreciation.
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SEASONAL EFFECT
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CURRENCY EFFECT VS SECTOR GROSS MARGIN
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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.
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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
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