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BT (mn) 2013 2014 2015E 2016E
Normalized earnings 1,052 1,823 2,219 2,555
Net profit 1,174 2,110 2,219 2,555
Normalized EPS (Bt) 2.19 3.22 3.78 4.35
Reported EPS (Bt) 2.44 3.73 3.78 4.35
% Reported EPS growth 62.0 52.7 1.3 15.1
Dividend (Bt) 0.75 1.10 1.17 1.35
BV/share (Bt) 7.07 10.83 12.55 15.44
EV/EBITDA (x) 18.43 15.32 12.95 11.43
PER (x) 24.4 16.6 14.2 12.3
PER (x) - normalized 21.9 14.3 14.2 12.3
PBV (x) 7.6 4.9 4.3 3.5
Dividend yield (%) 1.4 2.1 2.2 2.5
YE No. of shares (million) 480 566 587 587
No. of share - full dilution 578 587 587 587
Par (Bt) 1.0 1.0 1.0 1.0
Source: Company data, FSS estimates
1Q15 Earnings Results
(Bt mn) 1Q15 4Q14 %Q-Q 1Q14
Revenues 2,882 2,702 6.7 2,765
Cost of services 2,050 @ 1,846 1.1 1,893
Gross profit 832 856 -2.8 872
SG&A 344 382 -9.9 443
Interest expense 21 23 -8.7 32
Normalized earnings 457 472 -3.2 411
Net profit 511 580 -11.9 439
EPS 0.899  1.026 -12.3 | 0.800
Defect Rate (%) 4.0 3.9 0.1 3.9
Gross margin (%) 28.9 31.7 -2.8 31.5
Norm earnings margin (%) 15.9 17.5 -1.6 14.9
Net profit margin (%) 17.7 21.5 -3.8 15.9

Source: Company data, FSS Research
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1Q15 normalized earnings decrease Q-Q, as expected

1Q15 normalized earnings down 11.9% Q-Q, but up 16.4% Y-Y

KCE's 1Q15 net profit comes in at Bt511mn (-11.9% Q-Q, +16.4% Y-Y).
Excluding FX gain of Bt54mn, the company's normalized earnings are
equal to Bt457mn (-3.2% Q-Q, +11.2% Y-Y), in line with our estimate of
Bt473mn. In the January-March quarter, average gross margin narrowed,
as expected, to its five-quarter low of 28.9% (vs. 31.5% in 1Q14 and 31.7%
in 4Q14) after KCE started to realize from its new factory that is yet to
break even. Moreover, the euro, which accounts for 17% of the company's
total sales, tumbled. However, they were fully offset by revenues which
increased 6.7% Q-Q and 4.2% Y-Y thanks to strong orders. As a result,
SG&A expenses-to-revenues ratio fell to 11.9% from its normal level of
14%-16% thanks partly to economies of scale.

Maintain 2015 net profit estimate and TP

KCE's 1Q15 normalized earnings are sufficient to secure 21% of our full-
year estimate. Looking ahead, we expect average gross margin to widen
in 2Q15-3Q15 after the new factory's utilization rate increases to its
break-even point from 2Q15 onward. In addition, we expect revenues
from the new factory to also increase, which would support KCE's 2Q15
normalized earnings to grow both Q-Q and Y-Y. In 3Q15, the company's
normalized earnings are likely to reach the peak of this year thanks to
the export industry's high season and operation of Phase 2 of the new
factory (whose production lines are relocated from existing factories) in
2H15. We retain our 2015E normalized earnings at Bt2.2bn (+21.7% Y-Y)
and stand by our 2015 TP of Bt57 (PE 14x). However, we lower our rating
on KCE to HOLD from BUY because the stock has rallied after our BUY
recommendation in the last report to where it now implies an upside of
just 6.5%.

Comment
%Y-Y
4.2 .
8.3 ® Revenues continued to grow both Q-Q and Y-Y thanks to strong
46 orders and realization of revenues from its new factory.

-22.3 ™ Average gross margin narrowed to its five-quarter low of 28.9%
-34.4 (vs. 31.7% in 4Q14 and 31.5% in 1Q14) because the new factory is

11.2 yet to reach its break-even. Moreover, the euro decreased.
16.4
12.4 ™ SG&A expenses-to-revenues ratio sharply decreased to 11.9%
0.1 from its normal level of 14%-16% thanks to larger revenues and
2.6 smaller expenses following economies of scale.
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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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Thai Institute of Directors Association (IOD) - Corporate Governance Report Rating 2014

ﬁﬁﬁﬁﬁ Score Range Rating Description

100-90 A Excellent

BAFS EGCO IRPC KTB PTTEP  SAT SIM TMB 80-89 A DB A A VeryGood

BCP GRAMMY VL MINT PTTGC  SC SPALI TOP == = s

BTS HANA KBANK  PSL SAMART  SCB THCOM 70-79 Good

CPN INTUCH  KKP PTT SAMTEL  SE-ED TISCO 60-69 AN satisfactory
50-59 Pass

&&&& <50 no logo given n/a

AAV BAY CFRESH  DTC HWPRO  MACO occ PR SAMCO  SSI TIPCO TSTH

ACAP BBL CIMBT  EASTW  ICC MC OFM PRANDA  SCC $S5C TK TTA

ADVANC  BECL K EE KCE MCOT PAP PS SINGER  STA TKT ™

ANAN BIGC CNT ERW KSL NBC PE PT sls svi TNITY VO

AOT BKI CPF GBX LANNA  NCH PG QH SITHAI  TCAP TNL UAC

ASIMAR  BLA csL GC LH NINE PHOL RATCH  SNC TF TOG VGI

ASK BMCL DELTA  GFPT LHBANK  NKI PIW ROBINS  SNP THAI TRC UNT

ASP BROOK  DRT GUNKUL  LOXLEY  NMG PM RS SPI THANI TRUE WACOAL

BANPU  CENTEL  DTAC HEMRAJ  LPN NS PPS 56 SSF TIP TSTE

AA N

25 BEC DEMCO  IRCP MOONG PTG SPC TIC UPOIC

AF BFIT DNA ITD MPG QLT SPCG TICON uT

AH BH EA KBS MTI QTC SPPT TIW uv

AHC BJC ESSO KGl NC RCL SST TKS uwc

AIT BJCHI FE KKC NTV SABINA STANLY TLUXE VIH

AJ BOL FORTH  KTC NUSA SALEE STEC ™I WAVE

AKP BTNC FPI L&E NWR SCBLIF STPI TMT WHA

AKR BWG GENCO  LRH NYT scce suC TNDT WIN

AMANAH  CCET GL LST 0GC SCG SWC TPC WINNER

AMARIN  CGD GLOBAL  MAJOR  OISHI SEAFCO  SYMC TPCORP  YUASA

AMATA  CGS GLOW  MAKRO  PACE SEAOIL SYNEX TRT ZMICO

AP CHOW  GOLD MATCH  PATO SFP SYNTEC TRU

APCO cl HOTPOT ~ MBK PB SIAM TASCO TSC

APCS CKP HTC MBKET ~ PDI SIRI TBSP TTCL

AQUA M HTECH  MEGA PICO SKR TEAM TUF

ARIP CMR HYDRO  MFC PPM SMG TFD TVD

AS csc IFS MFEC PPP SMK TFI TWFP

ASIA CcsP IHL MJD PREB SMPC THANA UMI

AYUD css INET MODERN  PRG SMT THIP UP

BEAUTY  DCC IRC MONO PRIN SOLAR THREL UPF

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.



