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Figure 1: FY1Q11 earnings summary
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FY1Q11 earnings review: Earnings turnaround

What's new

KSL reported a FY1Q11 net profit of Bt144.4mn, improving from a net loss of Bt63mn in
FY1Q10 (restatement) and net profit of Bt51.2mn in FY4Q10 (restatement). Gross margin
improved to 26.7%, from 24.4% in 1Q10 and 17.1% in 4Q10. Additionally, there was no loss
from derivatives in the quarter. The company reported loss from derivatives of Bt236.6mn in
FY1Q10 and Bt600K in 4Q10.

Implications

FY1Q11 earnings turned around as we expected. The gross margin improved YoY and QoQ
due to easing competition between sugar millers to buy sugar cane compared to last fiscal
year as there is no oversell problem. The key factor behind the earnings turnaround was the
absence of loss from derivatives.

Sugar prices are currently down to around US$0.26/lbs, which is lower than our forward
contracts assumption of US$0.28/Ibs. This may imply KSL would not book loss from
derivatives in FY2Q11, so we anticipate FY2Q11 to be the company’s peak quarter for the
year as the second quarter is typically the high season for the sugar mill.

Though KSL reported improved operations in the quarter and FY2Q11 earnings should grow
QoQ and are expected to be the peak quarter, we believe that the upside in the share price is
limited. Sugar prices should have already passed their peak in early 2011 and world supply of
sugar next season is expected to increase. Thus a decline in sugar prices would depress
investment sentiment on KSL's shares. Furthermore, all sugar mills in Thailand currently have
to reserve an additional 300K tons of sugar for sell domestically (Quota A.), if there is supply
shortage in 2011. This implies that there is a risk that Quota A would be raised to 2.8mn tons
from 2.5mn tons for 2011. If the quota were lifted, KSL's full-year earnings are expected to be
6.6% below our current projection of Bt930mn, as the domestic price is lower than the
current export price.

Valuation & action

Given the two risk factors, KSL should not trade at its historical high PE of 30x as we previously
expected. Currently, the counter trades at 23x 11PE. We will review our target price and
rating on KSL after its analyst meeting on 23 March, but for now maintain a rating of
Outperform with a target price of Bt17.00.

Bt mn FY1Q11 FY1Q10 YoY(%) FY4Q10 QoQ (%) Comment

Sales 2,610.0 2,555.6 2.1 2,316.7 12.7

COGS (1,914.3) (1,931.9) (0.9) (1,920.8) (0.3)

Gross profit 695.7 623.7 11.5 395.9 75.7

SG&A (489.1) (478.4) 2.2 (329.3) 48.5

EBIT 303.3 211.9 43.1 162.2 87.0

Interest expense (89.0) (63.9) 39.2 (95.4) (6.7)

Normalized profit 144.4 173.5 (16.8) 51.8 178.9

Extra ltems N.A. (236.6) N.A. (0.6) N.A. No loss from derivatives in the quarter
Net profit 144.4 (63.0) N.A. 51.2 182.2

EPS (Bt) 0.09 (0.04) N.A. 0.03 182.2

Percent FY1Q11 FY1Q10 YoY (ppts) FY4Q10 QoQ (ppts)

Gross margin 26.7 244 2.2 17.1 9.6 Gross margin improved YoY and QoQ
SG&A to sales 18.7 18.7 0.0 14.2 4.5

EBIT margin 11.6 8.3 3.3 7.0 4.6

Net profit margin 5.5 (2.5) 8.0 2.2 3.3

Source: Company data; KGI Securities (Thailand)

*The Company may be issuer of Derivative Warrants on these securities.

http://research.kgi.com; Bloomberg: KGIT <GO>

Please see back page for disclaimer

March 18, 2011



& KGI

Thailand Research

General line:
66.2658.8888

ASEAN Sales

General line:
66.2658.8888

Thailand

Name

Itphong Saengtubtim IS
Rakpong Chaisuparakul RC
Adisak Kammool AK
Sutthichai Kumworachai SK
Nat Panassutrakorn NP
Pragrom Pathomboorn PP

Thaninee Satirareungchai, CFA TS

Pongpat Siripipat PS
Suchot Tirawannarat ST
Name

Ujjima Kitpoka UK
Kannikar Pradiskesorn KP
Datenusorn Rungruang DR

Abbr.

Abbr.

KGI Securities Information

Sector Coverage

Head of Research

Strategist

Strategist

Energy, petrochemical

Construction material, contractor
Economist, banking

Residential property, industrial estates
Derivatives

Transportation, shipping, automobile

Sector Coverage

Thailand sales
Thailand sales

Thailand sales

Ext.

8840
8845
8843
8850
8849
8846
8851
8844
8852

Ext.

8070
8081
8082

Email

itphongs@kgi.co.th
rakpongc@kgi.co.th
adisakk@kgi.co.th
sutthichaik@kgi.co.th
natp@kgi.co.th
pragromp@kgi.co.th
thaninees@kgi.co.th
pongpats@kgi.co.th
suchott@kgi.co.th

Email

ujjimak@kgi.co.th
kannikarp@kagi.co.th
datenusornr@kgi.co.th

The toll-free line for clients in HK and Singapore: 800.0800.5008

*The Company may be issuer of Derivative Warrants on these securities.

http://research.kgi.com; Bloomberg: KGIT <GO>

Please see back page for disclaimer

March 18, 2011



& KGI

Locations

KGI's Ratings

Disclaimer

Thailand

China

Shanghai
Room 2502-2504 No.317 Xian Xia Road,
Shanghai,PRC200051,

Shenzhen

Room 24D1, 24/F, A Unit, Zhen Ye Building, 2014
Bao’annan Road, Shenzhen

PRC 518008

Hong Kong

41/F Central Plaza, 18 Harbour Road,
Wanchai, Hong Kong

Telephone 852.2878.6888

Facsimile 852.2878.6800

Rating Definition
Outperform (OP)

KGI Securities Information

Taiwan

KGlI Securities

700 Mingshui Road,

Taipei, Taiwan

Telephone 886.2.2181.8888
Facsimile 886.2.8501.1691

Thailand

KGI Securities (Thailand) Plc.

8th - 11th floors, Asia Centre Building

173 South Sathorn Road, Bangkok 10120, Thailand
Telephone 66.2658.8888

Facsimile 66.2658.8014

The stock's excess return* over the next twelve months is ranked in the top 40% of

KGlI's coverage universe in the related market (e.g. Thailand).

Neutral (N)

The stock's excess return* over the next twelve months is ranked in the range

between the top 40% and the bottom 40% of KGl's coverage universe in the related

market (e.g. Thailand).
Underperform (U)

The stock's excess return* over the next twelve months is ranked in the bottom 40%

of KGI's coverage universe in the related market (e.g. Thailand).

Not Rated (NR)
Restricted (R)

The stock is not rated by KGI Securities.
KGlI policy and/or applicable law regulations preclude certain types of

communications, including an investment recommendation, during the course of

KGI's engagement in an investment banking transaction and in certain other

circumstances.

* Excess return = 12M target price/current price-1

Note When an analyst publishes a new report on a covered stock, we rank the stock's

excess return with those of other stocks in KGl's coverage universe in the related

market. We will assign a rating based on its ranking. If an analyst does not publish a

new report on a covered stock, its rating will not be changed automatically.

Source KGI Securities and its subsidiaries and affiliates.

KGI Securities (Thailand) Plc. ( “The Company” ) disclaims all warranties with regards to all information contained
herein. In no event shall the Company be liable for any direct, indirect or any damages whatsoever resulting from
loss of income or profits, arising by utilization and reliance on the information herein. All information hereunder

does not constitute a solicitation to buy or sell any securities but constitutes our sole judgment as of this date and

are subject to change without notice.

*The Company may be issuer of Derivative Warrants on these securities.

http://research.kgi.com; Bloomberg: KGIT <GO>

Please see back page for disclaimer

March 18, 2011



