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Price im 3M YTD
Brent crude* 795 (5.9) (8.6) (1.6)
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COMPANY UPDATE

PTT Oil & Retail Business (OR TB)
Challenges To Persist Into 2024; Downgrade To HOLD

We expect OR’s oil sale volume to grow in tandem with expanding domestic demand in
2024. However, uncertainties persist due to government policies and the entry of new
operators. These factors will result in uncertain marketing margins and reduced
profitability due to heightened competition. We cut our 2024 core profit forecast by 7%
by adjusting the Lifestyle business’ EBITDA margin. Downgrade to HOLD. Target price:
Bt21.80.

WHAT’S NEW

¢ Thailand's GDP continues to expand strongly. The Bank of Thailand (BOT) forecasts a
3.2% yoy growth in Thailand's GDP for 2024 vs the 2.4% yoy growth expected for 2023. This
growth should be driven by continued expansion in domestic demand, particularly through
consumption and investment by both private and government sectors. Consequently, overall
domestic demand is projected to increase 2.9% yoy 2024 (vs 3.7% yoy growth expected in
2023). The abovementioned factors along with the growth in the number of tourists,
particularly in 4Q23, should bolster demand for oil in Thailand. Both the transportation and
tourism sectors should see increased demand for oil, supported by the expectation of
Thailand's GDP expanding 3.6% yoy in the specified period, aligning with the BOT's
economic projections (GDP growth for 2023 at 2.4% yoy).

KEY STATISTICS
-------- excl. DW¥* -------- - incl. DW* --------

2022 2023F 2024F 2025F 2024F 2025F
GDP growth 2.6% 2.4% 3.2% 3.1% 3.8% 2.8%
Domestic Demand 4.1% 3.7% 2.9% 3.1% 3.7% 2.5%
Private Consumption 6.3% 7.1% 3.2% 3.0% 4.5% 2.1%
Private Investment 5.1% 2.4% 3.6% 4.5% 3.9% 4.1%
Government Consumption 0.2% -4.0% 1.1% 2.8% 1.1% 2.8%
Public investment -4.9% 0.5% 2.7% 1.4% 2.7% 1.4%
Number of foreign tourists (m persons) 11.2 283 345 39.0 345 39.0
Dubai crude oil price (US$/bbl) 96.5 82.0 85.0 85.0 85.0 85.0
Headline inflation 6.1% 1.3% 2.0% 1.9% 2.2% 2.0%
Core inflation 2.5% 1.3% 1.2% 1.3% 1.2% 1.4%

*DW = Digital Wallet
Source: Bank of Thailand, UOB Kay Hian

« Domestic petroleum demand to grow during 4Q23 and 2024. The high season of tourism
will begin in 4Q23, along with a continued expansion of the economy. We expect demand for
gasoline, diesel fuel and jet fuel to increase 5.5% qoq, 8.5% qoq, and 17% qoq respectively.
Economic growth should continue into 2024, which should result in demand for gasoline,
diesel fuel and jet fuel increasing 3.7% yoy, 0.4% yoy, and 24% yoy respectively.

KEY FINANCIALS

Year to 31 Dec (Btm) 2021 2022 2023F 2024F 2025F
Net turnover 511,799 789,785 769,159 780,888 807,918
EBITDA 20,675 20,134 23,617 28,149 26,429
Operating profit 14,601 13,632 16,219 18,437 16,182
Net profit (rep./act.) 11,466 10,370 12,458 14,400 12,666
Net profit (adj.) 11,000 10,326 12,458 14,400 12,666
EPS (Bt) 0.9 0.9 1.0 1.2 1.1
PE (x) 21.7 23.1 19.2 16.6 18.9
P/B (x) 1.1 1.1 1.0 1.0 1.0
EV/EBITDA (x) 11.2 11.5 9.8 8.2 8.7
Dividend yield (%) 23 25 3.3 35 3.0
Net margin (%) 2.2 1.3 1.6 1.8 1.6
Net debt/(cash) to equity (%) (9.6) 1.9 (3.4) (2.2) (4.0)
Interest cover (x) 16.5 17.4 20.3 28.8 28.8
Consensus net profit - - 12,516 12,792 13,641
UOBKH/Consensus (x) - - 1.00 1.13 0.93

Source: PTT Oil & Retail Business, Bloomberg, UOB Kay Hian
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HOLD

(Downgraded)

Share Price Bt20.20
Target Price Bt21.80
Upside +7.9%
(Previously Bt23.00)
COMPANY DESCRIPTION

The company operates an integrated oil and
non-oil retailing platform both in Thailand and
abroad, including the sales and distribution of
petroleum products and other products in
retail and commercial marketing, coffee
shops, other food and beverage outlets.

STOCK DATA
GICS sector Consumer Discretionary
Bloomberg ticker: ORTB
Shares issued (m): 12,000.0
Market cap (Btm): 238,800.0
Market cap (US$m): 6,780.0
3-mth avg daily tover (US$m): 8.8
Price Performance (%)
52-week high/low Bt24.40/Bt17.80
1mth 3mth 6mth 1yr YTD
8.7 (2.5) (0.5) (18.4) (16.4)
Major Shareholders %
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FY23 Net Cash/Share (Bt) 0.65
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¢ Marketing margin to remain under pressure from government policy in 2024. In 2023,
the potential risk from the government's policy aimed at lowering retail oil prices will impact
the marketing margin of the oil station business. This is because the government-set selling
price does not accurately reflect the global market price. Nevertheless, the government's
objective of reducing the cost of living for citizens poses risks through its policy, and such
circumstances may persist in 2024. Furthermore, the implementation of the EURO 5 diesel
oil standard is set to commence on 1 Jan 24, subject to channel check by management’s oil
station business. These risks are limited, especially since we do not expect EURO 5 diesel
fuel usage to have any significant impact on marketing margins. However, we remain
cautious and will closely monitor this issue.

New operator to have limited impact. In 2H23, there were two changes in the oil station
business: a) Bangchak Corporation PCL (BCP TB) announced the acquisition of 75% of
Bangchak Sriracha PCL (BSRC TB), and b) the entry of China Petroleum & Chemical
Corporation (Sinopec), marked by the acquisition of a 49% stake in SUSCO Dealer Co., Ltd.
(SDA). We expect this to have limited impact on the PTT Oil and Retail (OR) and other
operators in the oil business in the next two years due to the robust physical and digital
platforms of existing operators. However, we do expect heightened competition in certain
products, particularly jet fuel, primarily driven by the investment from Sinopec.

In 2024, the non-oil business will still face challenges from increased competition.
Based on our channel check, we see negative signs for the growth of the non-oil business
due to: a) its branch expansion not meeting its 2023 target, b) the entry of new operators
such as Sinopec have increased market competition, and c) its business strategy that is
focused on cost control. Despite the anticipated growth in domestic demand throughout
2024, the outlook for private consumption suggests a slower rate of grow, which will limit the
business's profitability.

STOCK IMPACT

* 4Q23 core profit to decrease qoq. 4Q23 core profit is under pressure due to an expected
decrease in marketing margin, due to an increased marketing margin in 3Q23. Moreover,
operating expenses expected to increase due to higher marketing promotion and SG&A
expenses. However, the high season and increased economic activity are expected to result
in record-high oil sales in 4Q23.

Still cautious on marketing margin in 2024. In 2024, the oil station business continues to
face risks. Marketing margin will continue to be a limiting factor for potential gains despite
government measures such as the implementation of EURO 5 diesel fuel starting from 1 Jan
24, and the reduction of oil prices to alleviate living expenses. Another risk is the escalation
in competition within the non-oil sector. In addition, the proportion of jet fuel sales faces
diminished opportunities due to the entry of new operators. Currently, jet fuel sales accounts
for 12%-13% of OR’s sales.

EARNINGS REVISION/RISK

¢ We cut core profit forecast for 2024 by 7%. We cut our 2024 core profit forecast by 7%
from Bt15.4b to Bt14.4b by adjusting the EBITDA margin of the Lifestyle business from
28.4% to 26.0% to reflect the increased competition in the non-oil business in 2024.

VALUATION/RECOMMENDATION

¢ Downgrade to HOLD with a 2024 new target price of Bt21.80 (previously: Bt23.00),
based on its average three-year PE at -1.0SD of 18.0x, to reflect the revised net profit
forecast in 2024. Although we still believe that OR will continue to be the leader and the
strongest operator in the market (with a market share of 42.5%), there should be limited
upside to the stock price due to: a) the intense competition in the non-oil business, b) risks
from government policies, and c) an expected qoq decline in 4Q23 core profit. Hence, we
downgrade to HOLD. We prefer the upstream business (exploration and production of oil
and gas). Our top picks include PTT Exploration and Production (PTTEP TB/Target:
Bt200.00) and ESSO (ESSO TB/Target: Bt15.00).
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THAILAND PETROLEUM DEMAND IN 4Q23 AND 2024
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PROFIT & LOSS BALANCE SHEET

Year to 31 Dec (Btm) 2022 2023F 2024F 2025F  Year to 31 Dec (Btm) 2022 2023F 2024F 2025F
Net turnover 789,785 769,159 780,888 807,918 Fixed assets 44,363 43,075 56,549 59,659
EBITDA 20,134 23,617 28,149 26,429 Other LT assets 44,589 43,784 44,242 45,297
Deprec. & amort. 6,503 7,398 9,712 10,247 Cash/ST investment 39,461 41,408 36,843 39,293
EBIT 13,632 16,219 18,437 16,182 Other current assets 97,091 94,316 95,567 99,035
Associate contributions 490 514 540 567 Total assets 225504 222,583 233,200 243,284
Net interest income/(expense) (1,155) (1,161) 977) 917) ST debt 10,263 2,000 2,000 2,000
Pre-tax profit 13,011 15,573 18,000 15,833 Other current liabilities 58,397 59,790 64,570 71,239
Tax (2,638) (3,115) (3,600) (3,167) LT debt 33,556 31,556 29,556 27,556
Minorities (©)) 0 0 0 Other LT liabilities 19,527 19,017 19,307 19,975
Net profit 10,370 12,458 14,400 12,666 Shareholders' equity 223,701 230,159 237,707 242,453
Net profit (adj.) 10,326 12,458 14,400 12,666 Total liabilities & equity 225,504 222,583 233,200 243,284
CASH FLOW KEY METRICS

Year to 31 Dec (Btm) 2022 2023F 2024F 2025F  Year to 31 Dec (%) 2022 2023F 2024F 2025F
Operating (4,200) 25,576 27,642 26,113 Net profit (adj.) (6.1) 20.7 15.6 (12.0)
Pre-tax profit 13,011 15,573 18,000 15,833 Profitability

Tax (2,638) (3,115) (3,600) (3,167) EBITDA margin 25 31 36 33
Deprec. & amort. 6,503 7,398 9,712 10,247 Pre-tax margin 1.6 2.0 2.3 2.0
Working capital changes (23,922) 5,720 3,529 3,201 Net margin 13 1.6 1.8 1.6
Other operating cashflows 2,847 0 0 0

Investing 5,753 (5,815)  (23,354)  (13,744) Leverage

Investments (6,110) (6,110)  (23,186)  (13,357) Debt to total capital 29.7 233 211 19.4
Others 11,863 295 (168) (387) Debt to equity 19.6 14.6 133 12.2
Financing (9,853)  (16,263) (8,852) (9,920) Net debt/(cash) to equity 19 (34) (2.2 (4.0)
Dividend payments (6,464) (6,000) (6,852) (7,920) Interest cover (x) 17.4 20.3 28.8 28.8
Proceeds from borrowings (3,389)  (10,263) (2,000) (2,000)

Others/interest paid n.a. n.a. n.a. na.

Net cash inflow (outflow) (8,299) 3,498 (4,565) 2,450

Beginning cash & cash equivalent 47,724 37,910 41,408 36,843

Changes due to forex impact 37 0 0 0

Ending cash & cash equivalent 39,461 41,408 36,843 39,293

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Securities (Thailand) Public Company Limited (“UOBKHST”), which is a licensed corporation
providing Securities Brokerage, Securities Dealing, Underwriting, Derivative Agent and Financial Advisory in Thailand.

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 UOBKST. 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 UOBKHST
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 UOBKHST and its connected persons (as defined in Notification of the Capital Market Supervisory Board No.
TorChor. 21/2551 and the Securities and Exchange Act of Thailand) 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 UOBKHST to be reliable.
However, UOBKHST makes no representation as to the accuracy or completeness of such sources or the Information and UOBKHST
accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKHST and its associate
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKHST and its
connected persons are subject to change without notice. UOBKHST reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKHST, its associates 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) UOBKHST, its associate 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 UOBKHST 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) UOBKHST 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 is prepared by UOBKHST, a company authorized, as noted above, to engage in securities and derivative activities in
Thailand. UOBKHST 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 UOBKHST
(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 UOBKHST 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 UOBKHST.

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. 5



UOBKayHian

Monday, 04 December 2023

Analyst Certification/Regulation AC

Each research analyst of UOBKHST 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 UOBKHST 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 UOBKHST’s total revenues, a portion of
which are generated from UOBKHST'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. 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
Kingdom

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning
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
States of
America
(‘'U.S.)

This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.
laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in
the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2023, UOB Kay Hian Securities (Thailand) Public Company Limited. All rights reserved.
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