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Consolidated earnings

BT (m) 2012 2013 2014E  2015E
Normalized profit 57 1,052 1,611 2,031
Net profit 712 1,174 1,611 2,031
EPS (Bt)-Normalized 0.12 2.19 2.74 3.46
EPS (Bt) 1.51 2.44 2.74 3.46
% growth y-y 439.1 62.0 12.3 26.1
Dividend (Bt) 0.55 0.75 0.85 1.07
BV/share (Bt) 6.23 7.07 9.10 11.49
EV/EBITDA (x) 31.46 13.18 11.13 9.28
PER (x) - Normalized 286.2 15.6 12.5 9.9
PER (x) 22.7 14.0 12.5 9.9
PBV (x) 5.5 4.8 3.8 3.0
Dividend yield (%) 1.6 2.2 2.5 3.1
YE no. of shares (mn) 473 480 587 587
No. of share-fully diluted 492 578 587 587
Par (Bt) 1.0 1.0 1.0 1.0

Source: Company data, FSS estimates
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1Q14 normalized earnings set to reach record high

Our forecasts call for KCE's 1Q14 normalized earnings to hit a
new high (i.e. +21% Q-Q, +172% Y-Y) thanks to a rise in orders,
Baht depreciation and economy of scale. Looking ahead, we
expect the company's normalized earnings to continue to grow
Q-Q in 2Q14-3Q14. However, the gain rates should not be
exciting (i.e. +3%-5% Q-Q) owing to the high base in 1Q14 and
the fact that KCE's capacity is currently fully utilized. Although
a new factory is set to start commercial run from October
2014, such facility would report a loss in its initial phase and
only break even in 2015. Given the higher-than-expected 1Q14
normalized earnings outlook, we have revised up our 2014E
normalized earnings by 34% to where it now implies a jump of
53% Y-Y. Likewise, we raise our 2014 TP to Bt38 (PE 14x).
Finally, we maintain our BUY rating on KCE.

Expect 1Q14 normalized earnings to hit new high

Our forecasts call for KCE's 1Q14 net profit to amount to Bt438mn
(+16.2% Q-Q, +61% Y-Y). Excluding FX gain of Bt22mn, the company's
normalized earnings would be equal to Bt416mn (+21% Q-Q, +172% Y-Y).
Such gains should be made possible by a continuous rise in orders. In
1Q14, U.S. dollar-denominated revenue likely amounted to US$84mn
(+6.3% Q-Q, +24.6% Y-Y). Moreover, the Baht also depreciated. Hence,
Baht-denominated revenue was set to jump at sharper rates of 9.8% Q-Q
and 36.9% Y-Y. Production efficiency was well controlled, resulting in a
continuously low defect rate (i.e. flat Q-Q). Capacity was fully utilized,
optimizing economy of scale. Hence, gross margin likely remained strong
at 30.5%, up from 28.9% in 4Q13 and 22.2% in 1Q13. In addition, KCE's
normalized earnings were poised to hit a new record high in 1Q14.

Normalized earnings likely continue to grow in 2Q14-3Q14

In 2Q14, advanced orders remain strong and are sufficient to fill KCE's
capacity for the quarter. U.S. dollar-denominated revenue might increase
3% Q-Q and hit a new high in 3Q14 thanks to seasonal factors. However,
quarterly growth should be unexciting owing to the high base in 1Q14 and
the fact that the company's capacity is already fully utilized. Initially,
we expect KCE's 2Q14-3Q14 normalized earnings to amount to Bt430-
450mn, respectively, before declining in 4Q14 owing to seasonal factors.
KCE is currently constructing a new factory that would increase its
capacity by 30%. It is expected that such factory will start commercial
run in October 2014 with likelihood for a loss at its initial phase. KCE's
management sets a rather aggressive target that the company will break
even from 1Q15 onward at a utilization rate of 60% of its new capacity of
700,000 SQM. Nonetheless, there is risk that KCE will not achieve its
target, i.e. prospect that there are insufficient purchase orders for the
new factory to break even. In this regard, KCE is now making marketing
efforts to find new customers. Given the sharply higher-than-expected
1Q14 normalized earnings outlook, we have raised our 2014E normalized
earnings by 34% to Bt1.6bn (+53% Y-Y). Likewise, we increase our 2014
fully-diluted TP to Bt38 (PE 14x) from Bt28.40.
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1Q14E Earnings Preview

(Bt mn) 1Q14E 4Q13 %Q-Q 1Q13 %Y-Y
Sales revenue 2,738 2,493 9.8% 1,999 36.9%
Costs 1,903 1,774 7.3% 1,555 22.4%
Gross profit 835 719 16.1% 445 87.6%
SG&A costs 383 344 11.3% 267 43.4%
Interest charge 43 43 0.0% 39 10.3%
Norm Profit 416 344 20.9% 153 171.9%
Net profit 438 377 16.2% 272 61.0%
EPS (Bt/share) 0.911 0.784 16.2% 0.572 59.3%
Gross margin 30.5% 28.9% 1.6% 22.2% 8.3%
SG&A as % of Sales 14.0% 13.8% 0.2% 13.4% 0.6%
Net margin 16.0% 15.1% 0.9% 13.6% 2.4%

Source: FSS Estimates
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Income Statement (Consolidated) Income Statement (Consolidated)

(Bt mn) 2011 2012 2013 2014E 2015E (Bt mn) 2011 2012 2013 2014E 2015E
Revenue 7,201 6,478 9,294 11,165 12,840 Net Profit 132 712 1,174 1,611 2,031
Cost of sales 5,957 5,232 6,843 7,838 9,052 Depreciation etc. 552 488 529 654 704
Gross profit 1,244 1,246 2,451 3,327 3,788 Change in working capital -1,111 1,139 -686 -8 -137
SGE&A costs 1,074 1,075 1,275 1,563 1,798 Other adjustments -9 -653 -135 4 0
Operating profit 170 170 1,177 1,764 1,990 Cash flow from operations -435 1,686 882 2,260 2,599
Other income 106 72 57 67 205 Capital expenditure 521 -1,490 -635 -2,500 -1,000
EBIT 276 242 1,233 1,831 2,196 Others 4 -72 -150 123 -2
EBITDA 828 730 1,762 2,485 2,899 Cash flow from investing 525 -1,561 -784 -2,377 -1,002
Interest charge 153 159 171 195 138 Free cash flow 89 124 97 -117 1,597
Tax on income 2 20 16 21 27 Net borrowings 572 -118 47 417 -939
Earnings after tax 120 63 1,047 1,615 2,031 Equity capital raised 7 17 17 98 0
Minority interests -3.1 4.2 8.0 0.0 0.0 Dividends paid -278 -173 -168 -499 -630
Normalized earnings 339 57 1,052 1,611 2,031 Others 3 12 11 46 0
Extraordinary items -207 656 122 0 0 Cash flow from financing 303 -262 -93 62 -1,569
Net profit 132 712 1,174 1,611 2,031 Net change in cash 392 -137 4 -55 28
(Bt mn) 2011 2012 2013 2014E 2015E 2011 2012 2013 2014E 2015E
Cash 538 400 405 350 378 Growth (%)
Accounts receivable 1,546 2,215 3,216 2,753 2,814 Sales -0.5 -10.0 43.5 20.1 15.0
Inventory 1,080 1,240 1,345 1,503 1,612 EBITDA -33.7 -11.9 141.4 41.0 16.7
Other current assets 1,708 840 502 1,117 1,284 Net profit -75.3 439.6 64.7 37.2 26.1
Total current assets 4,872 4,695 5,468 5,723 6,088 Normalized earnings -25.1 -83.3 1759.4 53.2 26.1
Investments 82 79 99 99 99 Profitability Ratios (%)
Plant, property & equipment 4,235 5,237 5,343 7,189 7,485 Gross profit margin 17.3 19.2 26.4 29.8 29.5
Other assets 169 245 375 252 253 EBITDA margin 11.5 11.3 19.0 22.3 22.6
Total assets 9,358 10,256 11,284 13,262 13,925 EBIT margin 3.8 3.7 13.3 16.4 17.1
Short-term loans 3,551 2,812 3,220 1,850 1,700 Normalized profit margin 4.7 0.9 11.3 14.4 15.8
Accounts payable 1,467 1,566 2,173 2,147 2,480 Net profit margin 1.8 11.0 12.6 14.4 15.8
Current maturities 404 1,393 849 1,187 1,052 Normalized ROA 3.6 0.6 9.3 12.1 14.6
Other current liabilities 2 13 34 22 26 Normalize ROE 13.5 1.8 25.7 30.1 30.1
Total current liabilities 5,424 5,784 6,275 5,207 5,258 Normalized ROCE 7.0 5.4 24.6 22.7 25.3
Long-term debt 1,364 1,327 783 2,589 1,785 Risk (x)
Other non-current liab. 62 67 116 100 116 D/E 2.7 2.3 1.8 1.5 1.1
Total non-current liab. 1,426 1,394 898 2,689 1,901 Net D/E 2.5 2.2 1.7 1.4 1.0
Total liabilities 6,850 7,178 7,174 7,896 7,158 Net debt/EBITDA 7.6 9.3 3.8 3.0 2.3
Registered capital 500 492 578 587 587 Per share data (Bt)
Paid up capital 458 473 480 587 587 EPS - Reported 0.28 1.51 2.44 2.74 3.46
Share premium 1,108 1,111 1,120 1,111 1,111 EPS - Normalized 0.72 0.12 2.19 2.74 3.46
Legal reserve 50 50 50 50 50 EBITDA 1.75 1.54 3.67 4.23 4.94
Retained earnings 890 1,430 2,441 3,598 5,000 FCF 0.19 0.26 0.20 (0.20) 2.72
Minority Interests -12 13 20 19 19 Book value 5.01 6.23 7.07 9.10 11.49
Shareholders' equity 2,494 3,077 4,110 5,366 6,767 Dividend 0.20 0.55 0.75 0.85 1.07
Par 1.0 1.0 1.0 1.0 1.0
Valuations (x)
Source: Company data, FSS research P/E 122.5 22.7 14.0 12.5 9.9
P/E - Normalized 47.7 286.2 15.6 12.5 9.9
P/BV 6.8 5.5 4.8 3.8 3.0
EV/EBTDA 271 31.5 13.2 11.1 9.3
Dividend yield (%) 0.6 1.6 2.2 2.5 3.1
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496-502 Amarin Tower
20th Floor, Pleonchit,
Lumpini, Pathumwan,
Bangkok

Asoke
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Note: The expected return may change as market risks increase or decline.

The latest close is below our target price and the estimated upside is 10% or more.
The latest close is below our target price and the estimated upside is 0-10%.

The latest close is above our target price.
The latest close is above our target price but the price is expected to be driven by short-term positive factors
The estimated return is higher than the market average.
The estimated return is the same as the market average.
The estimated return is lower than the market average
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IOD (I0OD Disclaimer)

The Corporate Governance Report (CGR) of Thai listed Companies is based on a survey and assessment of information which companies listed on the Stock
Exchange of Thailand and the Market for Alternative Investment (“listed companies”) disclose to the public. The CGR is a presentation of information
from the perspective of outsiders on the standards of corporate governance of listed companies. It is not any assessment of the actual practices of the
listed companies, and the CGR does not use any non-public information. The CGR is not therefore an endorsement of the practices of the listed companies.
It is not a recommendation for investment in any securities of any listed companies or any recommendation whatsoever. Investors should exercise their
own judgment to analyze and consider any information relating to the listed companies presented in this CGR report. No representation or warranty is
made by the Institute of Directors or any of its personnel as to the completeness or accuracy of the CGR report or the information used.

This report has been prepared by Finansia Syrus Securities Public Company Limited (FSS). The information herein has been obtained from sources believed to be reliable and
accurate; however FSS makes no representation as to the accuracy and completeness of such information. Information and opinions expressed herein are subject to change
without notice. FSS has no intention to solicit investors to buy or sell any security in this report. In addition, FSS does not guarantee returns nor price of the securities described
in the report nor accept any liability for any loss or damage of any kind arising out of the use of such information or opinions in this report. Investors should study this report
carefully in making investment decisions. All rights are reserved. This report may not be reproduced, distributed or published by any person in any manner for any purpose
without permission of FSS. Investment in securities has risks. Investors are advised to consider carefully before making investment decisions.



