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Company data 
52-wk range (Bt) 16.0-11.4
Mkt cap. (Bt MM) 3,630
Mkt cap. (US$MM) 115
Shares O/S (MM) 300
Free float (%) 32%
Avg. daily volume (MM shrs) 0.6
Daily liquidity (Bt MM) 9.2
Daily liquidity (US$MM) 0.3
Exchange rate (Bt/US$) 31.6
Index: SET 676.3
Year-end December
Source: Datastream. 
 

• Reaffirm OW rating: Since the mid-May peak (Bt16), SAT has 
lost 24% of its value, a correction that is unjustified, in our view. 
Now at 4.1x FY09E P/E, a prospective dividend yield of 8.9% and 
at 0.26x PEG, we believe SAT is a bargain. Our fine-tuned net 
profit forecast, mainly for FY09-10, reflecting contribution from 
new orders, results in a 2.5%-5% change in net profits. However, 
we raised our risk-free rate assumption to 6% (from 5%) and 
market risk premium to 6.2% (from 6%), thus bringing down our 
PBV:ROE price target to Bt18 (from Bt19) rolled over to Aug-09 
(from Dec-08). A key risk to our PT is a fall in margins impacting 
ROE. Misplaced concerns about SAT’s vulnerability to a soft 
domestic market could cap performance in the short tem, but we 
believe this will be proven wrong by strong earnings. We reaffirm 
our OW rating and keep SAT on our Asia Analysts’ Focus List.  

• Strong company, stable margin: SAT’s revenues and capacity 
expansion are underwritten by long-term supply contracts of 3-5 
years. Based on orders on hand we estimate a 14% CAGR in sales 
underpinning 16% pa net profit growth. These are base numbers, 
in our view. We expect a sizeable increase in new orders starting 
in FY09 as supply negotiations for the eco-car project and auto 
capacity are expected to be concluded.  

• Auto production, not local sales, drive SAT’s earnings: 6M08 
domestic auto sales grew 9.9%Y/Y driven by 31%Y/Y growth in 
the passenger segment and 8%Y/Y growth in other commercial 
vehicles. Growth in sales of 1-ton pick-up trucks was down 0.06% 
Y/Y. Unit production growth, however, remains high (+20%) as 
slack in the domestic market was picked up by sizable growth in 
exports, +25.4%Y/Y, in which the 1-ton pick-up was up 23%Y/Y 
and passenger cars up 33%Y/Y.  

Bloomberg: SAT TB; Reuters: SAT.BK 
Bt in millions, year-end December 
 FY06A FY07A FY08E FY09E FY10E 
Sales 4,252  4,979  6,486 7,318 7,373 
Net profit  443  591  750 875 927 
EPS (Bt) 1.5  2.0  2.5 2.9 3.1 
BVS (Bt) 6.3  7.5  9.3 11.3 13.4 
DPS (Bt) 0.5  0.7  0.9 1.1 1.1 
Net profit growth (%) (0) 34  27 17 6 
ROE (%) 24  28  30 28 25 
P/E (x) 8.2  6.1  4.8 4.1 3.9 
P/BV (x) 1.9  1.6  1.3 1.1 0.9 
Dividend Yield 4.1% 5.8% 7.4% 8.7% 9.2% 
Source: Company data, JPMorgan estimates. 
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Highlights 
Bearish outlook on the local pick-up truck market  
In the May monthly meeting of the auto manufacturers, the industry already revised 
the sales growth expectation for Thailand from positive 10%Y/Y to negative10%Y/Y 
as it is anticipated that high diesel prices and tougher lending policies will curb new 
auto purchases. Based on the new growth target, we anticipate that monthly sales 
could subsequently fall by about 22%Y/Y and the decline will be concentrated in the 
pick-up truck market, which is the key selling product in Thailand. SAT’s share price 
started to correct in Jun-08, on the concern that its earnings are vulnerable to a 
slowdown in the local pick-up truck market. We believe that the concern is 
misplaced and the correction has afforded a good buying opportunity for SAT. 

Local passenger car sales remains strong 
We digress at this point to highlight that while the sector outlook is generally soft, 
the passenger car sales has been very strong mainly due to increased buying on 
smaller, energy-efficient models. 6M08 domestic passenger car sales were up 31% 
Y/Y to 116,701 units, accounting for ~17% of the total industry sales. All companies 
reported strong sales growth but the passenger car market remains dominated by 
Toyota and Honda, accounting for 46% and 37% market share, respectively. 

SAT supplies coils spring and other casting products to the passenger car market, and 
the group accounts for 39% of sales.  

Figure 1: TH Auto: Domestic sales profile 6M08 
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Source: Thai Automotive Industry. 
 
Table 1: TH AUTO: Profile of the passenger car segment 6M08 
 Y/Y Growth Market Share 
Toyota 24% 46% 
Honda (Including CR-V) 35% 37% 
Nissan 76% 3% 
Mitsubishi (JT&XP) 35% 2% 
Mazda 16% 2% 
Others (Volvo, BMW, Benz, GM) 41% 10% 
Source: Thai Automotive Industry. 
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Weakness in the 1-ton pick-up truck market offset by the export market 
The 23%Y/Y drop in the 1-ton pick-up truck segment and the 21%Y/Y drop in the 
commercial vehicle segment (pick-up + PPV) in Jun-08 sales was in line with the 
industry guidance provided in May, and we expect the trend to continue for the rest 
of the year. Thailand’s auto industry is dominated by commercial vehicles, and the 
very soft local market would have spelled disaster for the industry had it not been for 
the strong exports. 

Overall exports in 6M08 grew 25%Y/Y to 385,370 units; in value terms up 29%Y/Y 
to Bt175B. Growth in the passenger car was stronger at 33%Y/Y, confirming the 
hypothesis that Thailand is increasingly viewed as a manufacturing base by global 
auto principals. Exports of pick-up trucks grew by 23%Y/Y and this is still the bulk 
of the exports, 76% of total. Based on industry estimates, Thailand is the world’s 
largest exporter of 1-ton pick-up trucks.  

Table 2: TH AUTO: Export profile 6M08 
 Passenger Car Pick-up truck Passenger Car Pick-up truck 
 Growth Share in exports 
Jan 23% 51% 23% 77% 
Feb 12% 27% 23% 77% 
Mar 44% 15% 24% 76% 
Apr 57% 14% 26% 74% 
May 57% 22% 25% 75% 
Jun 15% 18% 23% 77% 
Total Units   93,189 292,181 
Share   24% 76% 
Growth 6M08   33% 23% 
Overall Export volume    25% 
Sector export value (Bt B)    175 
Growth in Value terms    29% 
Source: Thai Automotive Industry. 
 

Toyota remains the industry leader in the export segment, but unlike the highly 
concentrated market share profile in the domestic segment, the export market is well-
participated by other auto principals. This is important because what is driving export 
growth is partly the decision by the auto principals to use Thailand as a 
manufacturing base. If the export market is also dominated by Toyota and Honda, 
then the industry would be vulnerable to a change in production policy by these 
companies, in our view. Given the more dispersed market share allocation in the 
export segment, we view Thailand’s position as an auto exporter as more secure. 
This is important because we foresee that the export market will continue to absorb 
the Thai output in the short-to-medium term.  

Table 3: TH AUTO: Profile of exporters 
 Growth Market Share 
Toyota 63% 40% 
Isuzu/GM 4% 11% 
Mitsubishi -10% 17% 
Honda 3% 10% 
Nissan 207% 5% 
AAT 6% 15% 
Others 449% 2% 
Source: Thai Automotive Industry. 
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The softness in Thailand’s domestic auto market is partly due to increases in energy 
prices. As this is a global phenomenon, one would naturally question the 
sustainability of exports. In our view, this is not a relevant issue because the export 
initiative is by the auto principals who have access to markets and program the 
allocation of output on a global basis. In addition, volume coming out of Thailand is 
not that substantial relative to the size of the global market, estimated at 65MM units 
in FY08. So while Toyota is cutting output in developed markets, it could continue 
increasing its production volume in Thailand. 
 

Table 4: TH AUTO: Export by region 
 Passenger Pick-up PPV Units % of Export 
Asia 62% 11% 70%     96,769  25% 
Aus/NZ/Ocenia 36% 25% 0.2%   102,162  27% 
Middle East 2% 23% 0.3%     66,039  17% 
Africa 0% 9% 0.5%     25,087  7% 
Europe 0% 17% 1.5%     47,296  12% 
Central/S America 0% 16% 27.3%     47,789  12% 
Others 0% 0% 0%         228  0.1% 
Total      385,370   
Source: Thai Automotive Industry. 
 
Production level remains high 
Total production in 1H08 reached 719,189 units, up 20%Y/Y. The industry has 
targeted production volume of 1.43MM units, putting the industry utilization rate at 
about 80%. If the pace of exports is maintained and the domestic market recovers, 
another round of capacity expansion is anticipated. SAT should see another growth 
opportunity.  

SAT a resilient company 
SAT’s strength is in the axle shaft market, which is a security part in pick-up trucks 
and PPVs. Its market share in 1Q08 was 86% and with its very long established 
relationship with the auto principals and low scrap ratio, below 1%, it would be very 
difficult for a new company to displace this producer. For a newcomer in the pick-up 
segment, SAT tends to be de-facto supplier. Its capacity expansion program is driven 
by expansion of the auto principal. In FY09, SAT plans to increase its axle shaft 
capacity by 14%, a signal that the pick-up truck market could enter into another 
round of capacity expansion. 
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Figure 2: SAT: Market share position of its products 
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Source: JPMorgan. 
 
Apart from axle shafts, SAT also produces coils and casting products, allowing it to 
achieve a well-diversified customer base. In the casting segment, post the acquisition 
of International Casting Products, it now the second largest producer in terms of 
capacity. There is substantial room to accommodate growth in the coil and casting 
segments because utilization rates currently are still below 90%. SAT now markets 
products on a “portfolio” basis when applicable. It is also undertaking research and 
development in module production to become a more competitive auto parts supplier. 
Based on our observation, none of the other listed auto parts manufacturers have this 
kind of operating advantages. 

Figure 3: SAT: Utilization rate profile 
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Source: SAT. 
 

Growing orderbook – autos 
In FY07, SAT secured an orderbook of nearly Bt4B and in 1H08, new orders have 
amounted to nearly Bt2B, achieving a pace at about the same rate as in FY07. SAT 
has ongoing negotiations for various supply contracts either on independent parts or 
module format. It has already been picked as the supplier of coil parts for Nissan’s 
eco-car project, which will have an initial capacity of 120,000 units coming on line in 
2010. This is a good start for SAT. Apart from Nissan, six other auto principals have 
acquired licenses to produce the eco-car. The initial volume target is 685,000 units, 
49% of the outstanding production target. If we include the B-car project of Ford 
(AAT) the output would be 825,000 units 59% of the FY08 target.  
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Figure 4: SAT: Customer base 
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Source: SAT. 
 
Prospect in farm machinery 
SAT is the key supplier of axle shafts to Kubota Japan, which in FY07 decided to 
establish a manufacturing base in Thailand for its farm tractor and tiller exports. 
Channel checks in the industry indicate that a similar move has been planned by 
Yanma and Iseki, the two other farm machinery producers in Japan. Should the farm 
machinery segment take off, SAT should be a key beneficiary.  

SAT’s margins are resilient 
Poor product positioning and a vulnerable cost base plague other auto part makers in 
Thailand resulting in anemic gross margins. Initially, we thought SAT would be no 
exception. This has not been the case. SAT’s GM remains high at 20%-23%, 
allowing it to achieve ROE in excess of 30%. The cost plus pricing agreement 
continues to work smoothly. 

Figure 5: SAT: Gross margin and operating margin profile 
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Source: JPMorgan calculations. 
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Figure 6: SAT: Net margins and ROE 
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Source: JPMorgan calculations. 
 

Cheap Valuation 
Reaffirm OW rating 
Since the mid-May peak (Bt16), SAT has lost 24% of its value, a correction that is 
unjustified, in our view. Now at 4.1x FY09E P/E, a prospective dividend yield of 
8.9% and at 0.26x PEG, we believe SAT is a bargain.  

Table 5: SAT: Investment proposition based on orderbook on hand 
% pa, 3-yr CAGR 
Turnover 13.98 
Net profit 16.19 
PEG (x) 0.26 
FY09E P/E (x) 4.1 
FY09E dividend yield (%) 8.7 
Source: JPMorgan estimates. 
 
Our fine-tuned net profit forecast, mainly for FY09-10, reflecting contribution from 
new orders, results in a 2.5%-5% change in net profits. However, we raised our risk-
free rate assumption to 6% (from 5%) and market risk premium to 6.2% (from 6%), 
thus bringing down our PBV:ROE price target to Bt18 (from Bt19) rolled over to 
Aug-09 (from Dec-08).  

Table 6: SAT: Net profit estimate revisions 
 Previous Revised Chg 
FY08E 748  750  0.3% 
FY09E 854  875  2.5% 
FY10E 884  927  4.9% 
Source: JPMorgan estimates. 
 
A key risk to our PT is a fall in margins impacting ROE. Misplaced concerns about 
SAT’s vulnerability to a soft domestic market could cap performance in the short 
term, but we believe this will be proven wrong by strong quarterly earnings. We 
reaffirm our OW rating and keep SAT on our Asia Analysts’ Focus List. 
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Somboon Advance Tech: Summary Financials

Profit and Loss statement Cash flow statement
THB in millions, year-end Dec FY06A FY07A FY08E FY09E FY10E THB in millions, year-end Dec FY06A FY07A FY08E FY09E FY10E

Revenues 4,252 4,979 6,486 7,318 7,373 EBIT 611 822 1,032 1,177 1,228
% change Y/Y 9.9 17.1 30.3 12.8 0.8 Depreciation & amortisation 235 306 328 368 412

Gross Margin (%) 19.0 22.0 21.4 21.9 22.7 Change in working capital -179 -6 -15 -99 -171
EBITDA 846 1,128 1,360 1,545 1,641 Taxes -131 -171 -212 -228 -237

% change Y/Y 7.8 33.4 20.5 13.6 6.2 Cash flow from operations 535 952 1,133 1,218 1,233
EBITDA Margin (%) 19.9 22.7 21.0 21.1 22.3

EBIT 611 822 1,032 1,177 1,228 Capex -364 -908 -930 -790 -393
% change Y/Y -1.1 34.5 25.6 14.0 4.4 Disposal/ (purchase) 0 0 0 0 0
EBIT Margin (%) 14.4 16.5 15.9 16.1 16.7 Net Interest -69 -92 -99 -102 -90

Net Interest -89 -116 -123 -131 -121 Free cash flow 103 -48 104 327 750
Earnings before tax 522      705      908      1,045   1,106   

% change Y/Y -1.1 35.1 28.7 15.1 5.8 Equity raised/ (repaid) -31 -46 0 0 0
Tax 104      136      175      188      199      Debt raised/ (repaid) -46 289 19 297 -500

as % of EBT 19.9 19.2 19.2 18.0 18.0 Other 6 31 17 18 20
Equity income, minorities, etc 10.0 15.1 16.6 18.3 20.1 Dividends paid -135 -180 -210 -270 -315
Extraordinary items 14.3 6.2 0.0 0.0 0.0 Beginning cash 286 184 229 159 532
Net Income (Reported) 443      591      750      875      927      Ending cash 184 229 159 532 486

% change Y/Y 0.0 33.5 26.9 16.7 5.9
Shares Outstanding 300 300 300 300 300 DPS 0.50 0.70 0.90 1.05 1.11
EPS (reported) 1.48 1.97 2.50 2.92 3.09

% change Y/Y 0.0 34 27 17 6

Balance sheet Ratio Analysis
THB in millions, year-end Dec FY06A FY07A FY08E FY09E FY10E %, year-end Dec FY06A FY07A FY08E FY09E FY10E

Cash and cash equivalents 184 229 159 532 486 EBITDA margin 19.9     22.7     21.0     21.1     22.3     
Accounts receivable 785 897 1,044 1,210 1,377 Operating margin 11.8     14.7     14.1     14.4     15.1     
Inventories 461 448 597 670 662 Net profit margin 10.4     11.9     11.6     12.0     12.6     
Others 45 103 134 151 152
Current assets 1,474 1,677 1,935 2,563 2,678

Sales per share growth 9.9 17.1 30.3 12.8 0.8
LT investments 314 298 297 296 295 Sales growth 9.9 17.1 30.3 12.8 0.8
Net fixed assets 2,873 3,486 4,101 4,533 4,521 Net profit growth 0.0 33.5 26.9 16.7 5.9
Total assets 4,661 5,461 6,333 7,393 7,495 EPS growth 0.0 33.5 26.9 16.7 5.9

Liabilities
ST loans 387 551 551 551 551 Net debt to total capital 51 50 45 43 34
Payables 654 732 976 1,095 1,082 Net debt to equity 93 89 75 59 39
Others 153 227 296 334 336 Sales/ avg operating assets 125 130 146 146 137
Total current liabilities 1,194 1,510 1,823 1,980 1,969 Assets/equity 266 263 251 239 202
Long term debt 1,559 1,683 1,703 2,000 1,500 Net Debt/EBITDA 208 178 154 131 95
Other liabilities 13 14 14 14 14 ROE 24.4 28.2 29.7 28.3 25.0
Total liabilities 2,766 3,207 3,539 3,993 3,483 ROCE 14.1 16.9 18.4 18.8 18.4
Shareholders' equity 1,895 2,254 2,794 3,399 4,011
BVPS 6.32 7.51 9.31 11.33 13.37  

Source: Company reports, JPMorgan estimates. 
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Research which outline the effective organisational and administrative arrangements set up within JPMSL for the prevention and avoidance of 
conflicts of interest with respect to research recommendations, including information barriers, and can be found at 
http://www.jpmorgan.com/pdfdoc/research/ConflictManagementPolicy.pdf.  This report has been issued in the U.K. only to persons of a kind 
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this material to members of "the public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must 
not distribute it to any third party or outside New Zealand without the prior written consent of JPMSAL. 
  

General:  Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan 
Chase & Co. or its affiliates and/or subsidiaries (collectively JPMorgan) do not warrant its completeness or accuracy except with respect to any 
disclosures relative to JPMSI and/or its affiliates and the analyst’s involvement with the issuer that is the subject of the research. All pricing is as 
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this 
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or 
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual 
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to 
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financial instruments 
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