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The Erawan Group (ERW TB/BUY/Bt5.65/Target: Bt6.50)
RevPar remains robust despite low season of travel.
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KEY INDICES

Symbol Close Chg %Chg
SET 1,514.26 6.36 0.42
SETS0 927.52 3.36 0.36
Value (Btm) - SET 39,844
Top 5 Sector
BANK 394.47 (0.57) (0.14)
PETRO 712.09 8.63 1.23
PROP 238.59 127 0.54
ENERG 21,178.33 97.54 0.46
ICT ) 162.96 091 0.56
Source: Bloomberg
TOP VOLUME
Chg Volume
Symbol Price (Bt) (%) (‘000)
BDMS 26.50 0.00 131,554.9
SCB 108.50 (1.36) 18,519.6
PTT 33.25 0.00 43,178.6
AOT 70.00 0.36 17,095.4
DELTA 104.50 (1.42) 10,811.6
TOP GAINERS
Chg Volume
Symbol Price (Bt) (%) (‘000)
EFORL 0.31 29.17 91,988.3
JCKH 0.05 25.00 10,708.2
NEP 0.23 15.00 233.1
ROCK 9.50 13.10 443
K ) 1.33 10.83 6,216.5
TOP LOSERS
Chg Volume
Symbol Price (Bt) (%) (‘000)
NEWS 0.01 (50.00) 16,482.2
ALL 0.05 (16.67) 1,238.2
TNPF 1.62 (10.00) 538.3
NEW 90.25 (9.75) 0.1
KCM 0.46 (8.00) 668.4
KEY STATISTICS
------------- %Chg--------------
Commodity Current
Price im M YTD
Brent crude* 93.3 114 25.9 13.6
Dubai crude* 93.6 7.2 226 19.0
Baltic Dry Index 1,584.0 327 30.3 4.6
Gold Spot*** 1,921.8 1.3 0.4 5.4
*(US$/bbl), *** (US$/toz)
FOREIGN PORTFOLIO INVESTMENT
IN EQUITIES (THAILAND)
Day MTD Net YTD Net YTD Net
(Mil US$) (Mil US$) (Mil US$) YoY%
17.6 (495.4) (4,406.5) (8,829.2)

Source: Bloomberg

Foreign Exchange Rate - THB/US$ (onshore) = 36.13
Interest Rate (%) - TH 1-day RP = 1.50
Thai Lending Rate (%)* - MLR = 6.85
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COMPANY UPDATE
The Erawan Group (ERW TB)

RevPar Remains Robust Despite Low Season Of Travel

ERW’s earnings in 3Q23 are likely to improve yoy but remain flat qoq. Despite the
expenses associated with hotel investments in Japan, these should be fully offset by
the strong hotel performance in Jul and Aug 23, with the portfolio's RevPAR growing by
43% yoy and 10% qoq, surpassing pre-COVID-19 levels by 22%. We cut 2024 earnings
slightly by 4% to account for the revenue recognition of four hotels in Japan. Maintain
BUY. Target price: Bt6.50.

WHAT’S NEW

¢ 3Q23 earnings are likely to be flat qoq despite an incurred cost associated with
investment in Japan. We expect an expense of Bt60m in 3Q23 (and Bt30m in 4Q23) from
the hotels investment in Japan. However, this expense should be offset by the strong
performance of the existing hotel portfolio. All figures for both the non-budget and budget
hotel segments remained robust during Jul and Aug 23. In the non-budget hotel segment
(revenue contribution: about 80% in 2Q23), occupancy rate remained solid and exceeded
pre-COVID-19 levels at 85% (vs 81% in 2Q23, 67% in 3Q22, and 74% in 3Q19).

o Additionally, average room rate (ADR) continued to improve, increasing 22% yoy and
6% qog, surpassing pre-COVID-19 levels by 26%. Consequently, the RevPAR of the non-
budget hotel segment is expected to soar 54% yoy and 12% qoq and surpass pre-COVID-19
levels by 45%. For the budget hotel segment in Thailand and the Philippines, RevPAR
growth in Thailand remained strong, with a yoy growth of 16%, flat qoq, and 24% above pre-
COVID-19 levels. Meanwhile, RevPAR growth in the Philippines showed a 42% yoy and 8%
goq increase, a 13% improvement from pre-COVID-19 levels.

KEY STATISTICS

Occupancy 3Q19 3Q22 4Q22 1Q23 2023 Jul-Aug  yoy qoq  Topre-
(%) 23 chg chg CoviD
Avg exc. budget 4% 67% 82% 84% 81% 85% 33ppt  40ppt 114.9%
Avg inc. budget 74% 69% 79% 81% 80% 83% 36ppt  29ppt  112.2%
ARR (Bt/night)

Avg exc. budget 2,470 2,552 3,023 3,079 2,936 3101 21.5% 56%  125.5%
Avg inc. budget 1,661 1,521 1,760 1,794 1,709 1,804  18.6% 55%  108.6%
RevPar (Bt/night)

Avg exc. budget 1,824 1,710 2,470 2,591 2,361 2,636  541%  116% 144.5%
Avg inc. budget 1,223 1,045 1,391 1,459 1,361 1,490  42.5% 95%  121.8%
Source: ERW, UOB Kay Hian

KEY FINANCIALS

Year to 31 Dec (Btm) 2021 2022 2023F 2024F 2025F
Net turnover 1,562.6  4,714.6 7,334.3 8,124.3  8,623.2
EBITDA (636.3) 1,055.0 2,181.7 2,498.3 2,744.3
Operating profit (1,571.9) 183.1 1,210.3 1,454.9 1,601.0
Net profit (rep./act.) (2,050.2) (224.2) 705.0 841.5 923.5
Net profit (adj.) (2,050.2) (224.2) 705.0 841.5 923.5
EPS (Bt) (0.8) 0.0 0.1 0.2 0.2
PE (x) n.m. n.m. 39.2 32.8 299
P/B (x) 24 4.5 3.9 3.6 34
EV/EBITDA (x) n.m. 354 171 15.0 13.6
Dividend yield (%) 0.0 0.0 1.1 1.4 1.5
Net margin (%) (131.2) (4.8) 9.6 10.4 10.7
Net debt/(cash) to equity (%) 226.4 221.7 164.8 172.9 160.6
Interest cover (x) (1.2) 2.3 4.3 4.4 4.9
ROE (%) n.a. n.a. 11.0 11.4 11.7
Consensus net profit - - 719 831 949
UOBKH/Consensus (x) - - 0.98 1.01 0.97

Source: The Erawan Group, Bloomberg, UOB Kay Hian
n.m. : not meaningful; negative P/E, EV/EBITDA reflected as "n.m."
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BUY

(Maintained)

Share Price Bt5.65
Target Price Bt6.50
Upside +15.0%
(Previous TP Bt6.20)

COMPANY DESCRIPTION

The Erawan Group is a leading hotel
investment company in Thailand. Its hotel
portfolio ranges from luxury to mid-scale and
economy across Thailand’s major tourist
destinations.

STOCK DATA

GICS sector Consumer Discretionary
Bloomberg ticker: ERW TB
Shares issued (m): 4,531.6
Market cap (Btm): 25,603.3
Market cap (US$m): 710.0

3-mth avg daily t'over (US$m): 2.1
Price Performance (%)

52-week high/low Bt5.70/Bt4.14

1mth 3mth 6mth 1yr YTD
9.7 18.7 15.8 33.9 26.1
Major Shareholders %
Wattanavekin family 28.2
Vongkusolkit family 28.4
FY23 NAV/Share (Bt) 1.45
FY23 Net Debt/Share (Bt) 2.40
PRICE CHART
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Source: Bloomberg

ANALYST(S)

Kochakorn Sutaruksanon
+662 090 8303
kochakorn@uobkayhian.co.th
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STOCK IMPACT KEY STATISTICS OF NON-BUDGET HOTEL

* Investment in Japan. The Erawan Group (ERW) diversified its portfolio by making 100% =~ eccmscramapaotmotnonameross
investment in four hotels located in Tokyo and Kyoto, Japan. This comprises a total of 373 oo
rooms, which accounted for 4% of the hotel rooms in its portfolio. The capital expenditure for ™" -
this investment amounted to Bt1.7b and the company expects to commence operations by o
1Q24. The purpose of this investment is to increase the portion of the budget hotel segment, -
which aligns with its long-term strategy. The target occupancy rate for 2024 is at 70%, with n: s

plans to gradually increase it to a normalised level of 80-85%. Additionally, the target ADR e g e Gy g
ranges from ¥8,000-13,000/night or Bt2,000-3,000/night (vs Hop Inn Thailand: Bt600 - T
Bt700/night, Hop Inn Philippines: Bt1,000 - 1,100/night). Therefore, we anticipate achieving g, ce. erw, UoB Kay'gian

breakeven within three years and generating profits by 2026.
REVPAR BY HOTEL SEGMENT

EARNINGS REVISION/RISK ERW RewPar by Hote!segment

¢ Maintain 2023 earnings but revise 2024 earnings down slightly by 4%. We maintain our &=
earnings for 2023 but revise our 2024 earnings down slightly by 4%. Although we anticipate
incurring costs associated with the opening of new hotels in Japan of approximately Bt90m
in 2023, we expect these expenses to be fully offset by the strong hotel performance of .,
ERW. Therefore, we maintain our 2023 earnings at Bt705m. However, we cut our 2024 .
earnings slightly by 4% to Bt842m to account for the revenue recognition from the hotels in

Japan 36933339§ss§as3
* ]
KEY EARNINGS REVISION Source: ERW, UOB Kay Hian
2023F 2024F
(Btm) New Old % chg New old % chg REVENUE CONTRIBUTION (2Q23)
Total revenue 7v282 7v282 0.0% 8v069 7v806 3.4% Revenue Contribution by Hotel Segment as of 2023
Gross profit 2,978 2,978 0.0% 3,417 3,374 1.3%
SGE&A -1,820 -1,820 0.0% -2,017 -1,936 4.2%
Operating EBITDA 2,182 2,182 0.0% 2,498 2,510 -0.5% “ o
Net pl'Oﬁ[ 705 705 0.0% 842 872 -3.5% - = Midscale
Margin New old ppt chg New old ppt chg [  Eccnomy
Gross margin 40.9% 40.9% 0.00 42.3% 43.2% -0.88 '-,_b__/..e = HOP INN Thailand
SG&A to sales 25.0% 25.0% 0.00 25.0% 24.8% 0.20 = HOP INN Phillipines
Net profit margin 10.1% 10.1% 0.00 10.9% 11.6% -0.78 ~
Assumption New Old chg New Old chg
Occupancy rate 81% 81% 0.0 ppt 81% 82% -0.3 ppt Source: ERW, UOB Kay Hian
Average room rate (ADR) 1,783 1,783 0.0% 1,810 1,795 0.8%
RevPar 1,442 1,442 0.0% 1472 1,465 0.5% EARNINGS PERFORMANCE
Source: UOB Kay Hian Wit ERW: QUARTERLY EARNINGS PERFORMANCE

VALUATION/RECOMMENDATION -
¢ Maintain BUY with a higher target price of Bt6.50. Our target price is based on the
EV/EBITDA valuation method. We roll over our target price to 2024 and de-rate the
EV/EBITDA multiple to 18x, 1SD above its historical trading levels. ERW remains our top
pick due to its anticipated earnings growth, which is expected to surpass the normalised  “*
period and reach new highs in 2023. ERW stands out as the biggest beneficiary among (€00}
hotel stocks thanks to its status as a pure-play hotel operator and its high revenue .. i i
contribution from Thailand. Furthermore, market shares of Chinese guests in 2Q23  source: ERW, UOB Kay Hian
accounted for 16% (vs peers at 8%). Therefore, we believe ERW is well-positioned to
capitalise on the benefits stemming from the visa-free policy for Chinese visitors.

SHARE PRICE CATALYST

¢ Recession in China’s economy, an increase of minimum wage and lower utility prices.

Refer to last page for important disclosures.
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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 4,715 7,334 8,124 8,623 Fixed assets 19,320 19,359 21,316 22,373
EBITDA 1,055 2,182 2,498 2,744 Other LT assets 366 471 486 582
Deprec. & amort. 872 971 1,043 1,143 Cash/ST investment 1,532 2,982 3,494 3,611
EBIT 183 1,210 1,455 1,601 Other current assets 494 553 629 745
Total other non-operating income 5 0 0 0 Total assets 21,712 23,366 25,925 27,310
Associate contributions 29 21 30 30 ST debt 783 795 795 795
Net interest income/(expense) (455) (511) (564) (565) Other current liabilities 979 983 1,089 1,375
Pre-tax profit (239) 720 921 1,066 LT debt 13,382 13,910 15,910 15,965
Tax 26 14 (45) (104) Other LT liabilities 846 510 403 865
Minorities (12) (29) (35) (38) Shareholders' equity 5,698 7,116 7,640 8,185
Net profit (224) 705 842 923 Minority interest 23 51 86 125
Net profit (adj.) (224) 705 842 923 Total liabilities & equity 21,712 23,366 25,925 27,310
CASH FLOW KEY METRICS
Year to 31 Dec (Btm) 2022 2023F 2024F 2025F  Year to 31 Dec (%) 2022 2023F 2024F 2025F
Operating 2,051 1,463 1,950 2,275 Profitability
Pre-tax profit (239) 720 921 1,066 EBITDA margin 224 29.7 30.8 318
Tax 26 14 (45) (104) Pre-tax margin (5.1) 9.8 113 124
Deprec. & amort. 872 971 1,043 1,143 Net margin (4.8) 9.6 10.4 10.7
Working capital changes 28 (39) 17 32 ROA n.a. 31 34 35
Non-cash items 1,177 (16) 47 138 ROE n.a. 11.0 114 11.7
Other operating cashflows 188 (188) 0 0
Investing (796) (1,453) (3,121) (1,834) Growth
Capex (growth) (745) (1,011) (3,000) (2,200)  Turnover 201.7 55.6 10.8 6.1
Investments (15) (8) (12) (12) EBITDA n.a. 106.8 145 9.8
Others (36) (434) (109) 378 Pre-tax profit n.a. n.a. 27.9 15.7
Financing (966) 1,440 1,683 (324) Net profit n.a. n.a. 19.4 9.7
Dividend payments 0 0 (317) (379) Net profit (adj.) n.a. n.a. 19.4 9.7
Issue of shares 0 899 0 0 EPS na. na. 19.4 9.7
Proceeds from borrowings (690) 541 2,000 55
Others/interest paid (276) 0 0 0 Leverage
Net cash inflow (outflow) 290 1,450 512 117 Debt to total capital 71.2 67.2 68.4 66.9
Beginning cash & cash equivalent 1,242 1,532 2,982 3,494 Debt to equity 248.6 206.7 218.6 204.8
Ending cash & cash equivalent 1,532 2,982 3,494 3,611 Net debt/(cash) to equity 221.7 164.8 172.9 160.6
Interest cover (x) 2.3 43 44 49

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
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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.

http://www.utrade.co.th
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