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Property — Thailand

2Q23 Results Preview: Earnings To Decrease yoy But Improve qgoq

We estimate a sector net profit of Bt7.1b in 2Q23 (-12% yoy, +16% qoq). The qoq
increase would come from solid performances from developers that have a solid
backlog and developers that are expected to recognise extra gains. PSH is expected to
outperform its peers in 2Q23. We expect a recovery in the residential market in 2H23
amid many challenges. Maintain MARKET WEIGHT. We still consider AP as our top pick
and recommend trading BUY for LH.

WHAT’S NEW

o Expect 2Q23 sector earnings to fall yoy but increase qoq. We estimate developers
under our coverage to report a combined net profit of about Bt7.1b in 2Q23 (-12% yoy,
+16% qgoq). Overall, 2Q23 sector earnings are expected to show positive developments
despite facing some challenges in core earnings and gross margins. Strong performance
from developers such as AP and SPALI are likely to drive growth qog. For gross margin,
we anticipate a slight drop in qoq due to product mix, with the low-rise segment remaining
as the key contributor. Nevertheless, developers with a strong market share are expected
to maintain their margins at a healthy level. We expect PSH to outperform its peers as it
will recognise extra gains in 2Q23.

A recovery in 2H23 amid many challenges. Units sold of new project launches saw a
slowdown in 1H23, compared with the prior year. This reflects the multiple headwinds
facing the residential market in Thailand, such as the expiration of the eased Loan-to-
Value (LTV) policy, higher transfer fee and rate hikes. We still expect a recovery in the
residential market in 2H23 following an improvement in the economy and more project
launches. However, we foresee many challenges. The decrease in units sold of new
project launches in 1H23 might result in developers delaying project launches in 2H23.
Developers are also concerned about the uncertainty of Thailand's political situation, as it
affects homebuyers' decisions. Furthermore, tightening policy, if any, from banks would
decrease homebuyers' purchasing power, especially in the mid-low-end segment.

ACTION

¢ Maintain MARKET WEIGHT. A recovery in the housing market has been facing multiple
headwinds, such as changes in the LTV measure, higher transfer fees, and rate hikes.
Hence, we reiterate selective BUY on developers with solid market share and profitability.
We still consider AP as our top pick with its solid market share and more resilient
profitability than its peers. We also recommend trading buy on LH for its: a) inexpensive
valuation, b) expected improvement in earnings in 2H23, and c) attractive dividend yield.

PEER COMPARISON
Current  Target Market - PE -------

Company Ticker Rec Price Price  Upside Capitalization 2022 2023F 2024F

(BY) (BY) (%) (Btm) ) ) x)
AP (Thailand) AP TB BUY 12.20 14.70 20 38,380 6.5 6.3 6.1
Land and Houses LHTB BUY 8.45 11.10 31 100,975 12.1 13.1 11.2
LPN Development LPN TB SELL 4.18 3.80 -9 6,079 10.0 11.0 10.2
Origin Property ORITB BUY 1040 14.40 3 25,523 6.8 6.5 6.1
Pruksa Holding PSHTB HOLD  13.20 12.00 -9 28,888 104 9.4 9.0
Quality Houses QHTB HOLD 2.28 2.48 9 24,429 10.2 10.1 9.6
Supalai SPALITB  BUY 21.00 25.80 23 41,014 5.0 5.8 5.7
Sector 7.0 7.3 7.0

Source: Bloomberg, UOB Kay Hian
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MARKET WEIGHT

(Maintained)
SECTOR PICKS

Share
Company Ticker Rec Price

(BY)

AP (Thailand) AP TB BUY 12.20
Land and Houses  LH TB BUY 8.45
Origin Property ORITB BUY 10.40
Supalai SPALITB  BUY 21.00
Source: UOB Kay Hian
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ESSENTIALS

¢ AP (Thailand) (AP): We anticipate its 2Q23 net profit to come in at Bt1.5b (-2% yoy, +4%
goq). We estimate AP’s transfers for the quarter at Bt9.3b (-4% yoy, +1% goq). We expect
a marginal increase in 2Q23 transfers from the previous quarter, underpinned by the low-
rise segment. In addition, residential gross margin is estimated to stand at a healthy level
of 35.3%, due to the low-rise segment maintaining its margin. We expect SG&A-to-sales to
improve slightly goq to 19.2% due to higher revenue and expense control. We expect
equity income to come in at Bt272m in 2Q23 (2Q22: Bt378m, 1Q23: Bt238m), with a
continuous transfer in JV projects.

Land & Houses (LH): We estimate net profit of Bt1.5b in 2Q23 (-30% yoy, +11% qoq).
2Q23 residential revenue is expected to improve slightly qoq to Bt4.9b, underpinned by its
backlog. Meanwhile, rental income is likely to be flat gog. We expect the residential
segment’s gross margin to remain vulnerable but improve slightly qoq to 29.7%. We also
estimate SG&A-to-sales at 18%, flat qog. Equity income is expected to come in at Bt819m,
which will be mainly contributed by Home Product Center (HMPRO), Quality Houses (QH)
and LH Financial Group (LHFG) (2Q22: Bt651m, 1Q23: Bt848m).

L.P.N. Development (LPN): We estimate 2Q23 earnings at Bt110m (-26% yoy, -24%
goq). We expect transfers at Bt1.2b (- 21% yoy, -5% qoq), which remains weak due to the
absence of newly-completed projects and the low-end segment affected by rate hikes. We
expect residential gross margin to decrease from the prior quarter to 21.8% due to
promotional campaigns being carried out. We also expect SG&A-to-sales ratio to increase
to 14.4% on a lower revenue base.

Origin Property (ORI): We expect a net profit of Bt860m in 2Q23 (-26% yoy, +8% qoq).
We estimate transfers (non-JV) to come in at Bt1.9b (-34% yoy, -10% qoq), as the
absence of newly-completed condo projects would pressure residential revenue. However,
ORI’s transfer activities (including JV projects) are likely to improve yoy and qoq, driven by
transfers in JV projects. Residential gross margins are estimated to remain flat from the
previous quarter at 34% as the low-rise segment (with lower margins than the high-rise
segment) remains the key contributor in its product mix. We expect SG&A-to-sales to rise
to 23.5% following more project launches. In addition, we expect extra gains of about
Bt360m from the signing of 20-25 JV projects.

Pruksa Holding (PSH): We forecast a net profit of Bt912m in 2Q23 (+112% yoy, +40%
goq). An extra gain from restructuring its precast business would underpin its outstanding
performance. Meanwhile, transfer activities are estimated at Bt5.6b (+10% yoy, -7% qoq),
with lower condo backlogs causing the qoq decrease. We expect residential gross margins
to fall to 32% on a lower proportion of healthy margin condominiums. SG&A-to-sales is
likely to increase qoq to 21.4% on lower revenue.

Quality Houses (QH): We estimate 2Q23 earnings at Bt615m (+19% yoy, +4% qoq). We
expect transfers at Bt1.8b (-10% yoy, +12% qoq). Transfers could have increased from the
prior quarter, underpinned by its backlog. We expect residential gross margin to decrease
to 33% on a lower margin in the low-rise segment. SG&A-to-sales is estimated at 24.5%,
improving goq on higher transfers. Equity income is expected at Bt450m in 2Q23 (2Q22:
Bt363m, 1Q23: Bt452m), mainly contributed by HMPRO.

Supalai (SPALI): We expect a net profit of Bt1.5b in 2Q23 (-25% yoy, +45% qoq).
Transfers are expected to come in at Bt8.0b (flat yoy, +43% qoq). The qog improvement
will be driven by a newly completed condo project Loft Sathorn-Ratchapruek and low-rise
transfers, including transfers in Australia. Residential gross margin could have decreased
to 35.9% in 2Q23 due to its product mix and higher revenue from its operations in
Australia. SG&A-to-sales ratio is estimated to improve to 12.2% following higher revenue.
SPALI's share of profit from JV projects is expected to come in at about Bt85m in 2Q23
(2Q22: Bt83m, 1Q23: Bt66m).
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2Q23 RESULTS PREVIEW

2Q22 1Q23 2Q23F yoy (%) goq (%)
Residential revenue (Btm)
AP 9,620 9,144 9,269 (3.6) 14
LH 8,360 4,832 4,890 (41.5) 12
LPN 1,539 1,280 1,220 (20.8) (4.7
ORI 2,914 2,150 1,935 (33.6) (10.0)
PSH 5,101 6,030 5,607 9.9 (7.0
QH 1,970 1,590 1,781 (9.6) 12.0
SPALI 8,136 5,641 8,048 (1.2) 42.7
Total 37,641 30,669 32,751 (13.0) 6.8
Core profit (Btm)
AP 1,637 1,452 1,527 (6.7) 5.2
LH 1,215 419 501 (58.8) 196
LPN 147 145 110 (25.6) (24.3)
ORI 667 700 572 (143 (18.3)
PSH 353 529 312 (11.8) (41.0)
QH 152 140 165 8.6 17.7
SPALI 2,075 1,080 1,563 (24.7) 447
Total 6,247 4,465 4,750 (24.0) 6.4
Net profit (Btm)
AP 1,574 1,478 1,535 (2.4) 39
LH 2,139 1,354 1,508 (29.5) 11.4
LPN 147 145 110 (25.6) (24.3)
ORI 1,155 798 860 (25.6) 7.8
PSH 430 652 912 112.1 39.8
QH 515 592 615 19.3 38
SPALI 2,075 1,080 1,563 (24.7) 44.7
Total 8,036 6,101 7,103 (11.6) 16.4
Residential gross margin (%)
AP 324 355 353 29 0.2)
LH 33.6 28.7 29.7 (3.9) 1.0
LPN 22.0 24.1 218 (0.2) (2.3)
ORI 36.3 33.9 334 (2.9) (0.5)
PSH 324 34.1 32.0 (0.4) (2.1)
QH 34.0 336 33.0 (1.0) (0.6)
SPALI 39.5 36.4 35.9 (3.6) (0.5
Total 34.1 33.6 333 (0.8) (0.3
SG&A to total revenue (%)
AP 174 19.7 19.2 18 0.5)
LH 132 18.6 18.0 48 (0.6)
LPN 14.8 138 14.4 (0.4) 0.6
ORI 213 20.3 235 2.2 3.2
PSH 205 20.0 214 0.9 14
QH 24.2 25.3 245 03 0.9
SPALI 115 14.2 12.2 0.7 (2.0)
Total 16.2 18.7 18.3 2.1 (0.4)

Source: Respective companies, UOB Kay Hian

o We estimate a sector net profit of Bt7.1b (-12% yoy, +16% qoq) in 2Q23, with the goq
increase to come from solid performances from developers that have a solid backlog and
developers that are expected to recognise extra gains. Meanwhile, the sector's core
earnings are anticipated at Bt4.8b (-24% yoy, +6% qoq). Residential revenue from
property stocks under our coverage is expected to decrease yoy but increase qoq to
Bt32.8b (-13% yoy and +7% qoq), mainly underpinned by AP and SPALI. Gross margin is
expected to drop slightly qog to 33.3% as the low-rise segment (with lower margins than
the high-rise segment) remains the key contributor in its product mix. However, developers
with a strong market share are expected to maintain their margins at a healthy level.
SG&A-to-sales ratio is likely to improve slightly to 18.3%, down from the previous quarter,
on higher revenue bases.

RISK

¢ Delay in project launches and completions, tightening of banks’ policy, rising cost, labour
shortage, interest rate hikes and weaker-than-expected economic growth.
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Disclosures/Disclaimers

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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Analyst Certification/Regulation AC

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
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH 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 UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’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

(ii) 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 (“OJK”). 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 This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom 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 This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W

Refer to last page for important disclosures. 49





