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Bullish guidance for 2H09 

We attended SAT’s Opportunity Day on Friday. We came away 

feeling optimistic about the company’s bullish guidance for 2H09. 

The company revealed that earnings should have hit bottom in 

2Q09 and expected 2H09 sales of Bt2.6bn, up 47.0% HoH from 

Bt1.8bn in 1H09, and a gross margin of 16.0%, up from 13.1% in 

1H09. Management also reveled that its utilization rate in 3Q09 

should be 63.0%, up from 46.0% in 2Q09 and 49.0% in 1Q09, and 

they expected 2009’s utilization rate to be 57.0%, down from 

86.0% in 2008. SAT’s target for the 2009 utilization rate increased 

from its previous target in March of 54.0%. In our view, the 

company’s sales and earnings are likely to improve significantly in 

2H09 on i) improved automotive production, as automakers are 

increasing their shifts after reducing them in 1H09 since domestic 

auto demand is recovering and ii) expected revenue of Bt150mn in 

4Q09 from Kubota, the agricultural tractor maker. 

 
Figure 1: Utilization rate should improve in 2H09 

Average utilization rate, percent  

Source: Company data; KGI Securities (Thailand) estimates 
 

Targeting sales growth of 10.0-20.0% in 2010 

The company anticipates a U-shaped recovery for Thailand’s 

automotive industry with a gradual recovery seen. For 2010, SAT 

expects sales growth of 10.0-20.0% versus a contraction of 26.0% 

in 2009. We share the same view that the automotive industry will 

see a gradual recovery as there is not enough of a strong positive 

backdrop. We anticipate automotive production to grow 8.0% in 

2010, improving from a contraction of 30.0% in 2009. For SAT, 

despite an insignificant revival in the automotive industry, its sales 

and earnings growth should outperform the industry due to the 

cushion from Kubota orders. We anticipate sales growth of 10.6% 

YoY to Bt4.0bn, in-line with the company’s guidance, and a net 

profit of Bt366mn, up 56.5% YoY. 

 

Rescheduling of loan should be net positive  

To manage internal liquidity and prepare for investment projects in 

the near future, SAT approved the extension of the repayment terms 

on Bt380mn in loans for another year. According to the loan 

conditions, the company is required to pay on the existing loan 

schedule (with no extension period) if it pays a dividend to 

shareholders, therefore, we don’t expect a dividend for 1H09. 

However, this transaction should be a net positive to the company in 

terms of additional liquidity in preparation for investment on 

Kubota’s order. 

 
Figure 2: Loan repayment schedule 

Loan payment, Bt mn   

Source: Company data; KGI Securities (Thailand) estimates 
 

 

Valuation and Recommendation 

 

SAT’s share price should gain positive momentum in the near-term 

on the improved prospects for the automotive industry as well as 

the company’s earnings. Maintain a rating of Neutral on the 

counter with a target price of Bt8.30.    
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2009F 2010F 2011F 2012F 2013F 2014F

Previous Revised 

Year to Dec Sales Sales growth EBITDA NP EPS EPS growth
(Bt mn) (%) (Bt mn) (Bt mn) (Bt) (%)

2007 4,979                 17.1                   1,149                 591 1.97                33.6                           
2008 5,814                 16.8                   1,256                 635 2.12                7.4                             
2009F 4,007                 (31.1)                  791                    234 0.78                (63.1)                          
2010F 4,431                 10.6                   983                    366 1.22                56.5                           
2011F 4,582                 3.4                     1,111                 483 1.61                31.9                           
Year to Dec GM EV/EBITDA Dividends PBV PER ROAE

(%) (X) Yield (%) (X) (X) (%)
2007 22.0 5.5 6.8 1.2 4.5 28.5
2008 19.9 3.8 3.4 1.0 4.2 26.4
2009F 16.0 6.0 0.0 0.9 11.3 8.7
2010F 18.0 4.8 4.1 0.9 7.2 12.5
2011F 20.0 4.0 5.5 0.8 5.5 15.0
Sector 3.3 - 13.3

8.30                   2.7 /0.1
(6.2)                    300.0                        
24.6 96.4                          

0.0 40.1                          
9.3                     1.13                          
0.9                     73.5; 129.3; -30.9

75.9                   48; 50.7; -28
P/B-12/09F (x) Abs. performance (3,6,12M)(%)
Net debt/equity-12/09F (%) Rel. performance (3,6,12M)(%)

Dividend yield-12/09F (%) Foreign ownership (mn)
Book value/shr-12/09 (Bt) 3M avg. daily trading (mn)

Upside/downside (%) Outstanding shares (mn)
The percentile of excess return (%) Free floating shares (mn)

Automobile 52-week trading range (Bt)
12M target price (Bt/shr) Mkt cap-Bt bn/US$ bn


