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Sarachada Sornsong Thailand Change in Recommendation
(66) 2617 4900 Cyclical Consumers/Automobiles 7 December 2006

SO WHAT? THE THANACHART/BNP PARIBAS ANGLE

B We are ahead of our peers Net Profit 07...... THB488m Target Price ...... THB16.00 BUY
in factoring in the take-over (DOWN 2.1%)  cooereeeeeeeeeeresessesssseneeeeen (Up 8.8%)
of a casting plant, which will
fatten SAT’s margins next

(From Hold)

SR M TEIES Gl e Diff from Consensus....9.9% Diff from Consensus....2.6% X
year. B Consensus (mean) ....... THB444m Consensus (median).... THB15.59 FEE L e b s
profit forecast higher. Positt .
e Consensus (momentum) ......... N Consensus (momentum) ..... €= OSIIVE. .o
B But our target price is in line NEULTAL. ..o 1
with the Street’s as we are Current Price.... THB12.60 NEgative .......ocuvvveeeieeireciiecieeeae 3
more cautious on SAT's Upside/(Downside)............. 27.0% Consensus (momentum) ........ 0

margins in the long term.

Sources: Thomson One Analytics; Thanachart estimates
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Thanachart Securities PCL
(66) 2617 4900

ea A v ad
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° ﬁiamaﬁﬁazvlﬁ%'uﬁﬁ'ﬁaslmi sarachada.sorl@thanachartsec.co.th
= o = Qa &)
o dSudszanmmsinlst 2006-08 & Usumanivaneile 16.0 vn Earnings Estimates And Valuation Ratios
YE Dec (THB m) 2005A 2006E 2007E 2008E
@ o ) ®) ‘s [
USuauuzinannaiin “da” laga1anTsnana Uil 27% Revenue 3868 4305 4916 5533
Reported net profit 441 429 488 564
10731 SAT UTuaaad 17% NN eurwNaINUsmanatsznaunms Recurring net profit 433 429 488 564
3Q06 swmumiuu’lu 4Qo6 ATIlUANN wazudd SAT TTNUKS Previous rec netprofit 433 447 498 570
5znauns 3Q06 Adnfimae waaldUsusasaaudszanansinlsas (Clig) felim En (el () = @h @y (@
A o Y A o o A a & o Recurring EPS (THB) 1.47 1.43 1.63 1.88
BANWAWINITLIA U e NaYsznaunIued SAT ai5uiud lay :
. S e a4 Previous rec EPS 147 149 166 190
1311971 Eps 1 3 Tdhanshazvensanadotaz 13% Rec EPS growth (%) 13 @7 138 156
o usNasuTBINTIBEaAHDsad LN auiadwlu 2Ho6 a]vaﬂomu Recurring P/E (x) 8.6 8.8 e 67
Dividend yield (%) 3.6 3.4 3.9 45
Tnaigmsuini wadslomifldnnuaves operational leverage AN
EV/EBITDA (x) 6.5 6.6 5.7 5.1
NNIRANIT outsource ommaawmmnﬂvl,@memaisamaa (casting plant) Price/book (x) 23 2.0 17 1.4
faINTIINE® 1,400 mummmﬂ% gross margin ﬂ“ﬂuﬁnﬂ 18.5% Iuﬂu ROE (%) 44.1 24.4 23.4 22.8
1l 19.2% uil 2007 waz 19.5% Tudl 2008 Net debuequity (%) 1063 1022 966 876

Sources: Somboon Advance Tech; Thanachart estimates
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205 duumnluilvin uaz 255 Suunludl 2008 Fsazvinlieldanms Share Price Daily vs MSCI

IBVLIBEN 7% U 5% ANEIGU (THB) ——— Somboon Advance Tech (%)

Rel to MSCI Thailand
LS’]mewaomm SAT LL&»L‘IiE]’J’Ii’lﬂ'ﬁjﬁ]ﬁ]U%Lﬂ%iw@mﬂuﬁadﬂutuadﬁ]’mu 22 60

20
P/E 1uﬂ 2007-08 11 7.7 i1 uaz 6.7 1 mmunummawaoﬂau‘n 10 Y0 WAy 18 40
WoUNUUzanmnINTVeN8a1T89 Eps 7 14% ludlnitr uaz 16% 1uil 2008 16 M ‘J\J\ 20

Taoindsmands upside 3012 27% 27N fair value lnaifiysadnlsn 16.0 14

0

Un S'JN'YI{'IﬂW(ﬂ‘WNNﬂ(ﬂEJ?JLLVI%Q']ﬂLG%ﬂ%Nﬂ‘iTJ 4% mmﬂiumuuwmm'samu ié (20)
nnfialu sm Dec-05 Mar-06 Jun-06 Sep-06

Next results/event February 2007

Market cap (USD m) 106

12m avg daily turnover (USD m) 0.2

Free float (%) 49

Major shareholder Somboon Holding Co Ltd (27%)

12m high/low (THB) 20.00/12.60

Source: Datastream
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Upside/ PE—— ——EPSgr.——
Recommendation Target (downside) 2007E  2008E 2007E  2008E
(THB) (%) () (x) (%) (%)
Aapico Hitech* BUY  22.40 16.1 7.9 6.9 33.2 143
Somboon Adv Tech BUY  16.00 27.0 77 6.7 13.8 15.6
Thai Stanley Electric BUY  180.00 7.8 958 8.9 58 10.6
Yarnapund REDUCE 5.00 (13.8) 26.2 465  (56.0)  (43.6)
Note: * After acquisition of KPN Automotive PCL
Source: Thanachart estimates
anHuduwliaaiu
iwmmﬁnﬁﬂ%'u%um 10% -y il gross margin ¥83 SAT 80833710 20.9% Tu 1H05 1Tus Na2avy operational leverage
17.8% 1w 1HO6 meﬂmswuwm mmsnﬂsmﬁmmmwaamau@mﬂm@m@umwwumlm Ll,azgﬁuuﬁﬁuﬁgafiuﬁﬂﬁ'
gross margin lu 3006 ﬂ“ﬂu 2.4ppt 370 1HO6 1w 20.2% 1w 3Q06 LLa.,m.ISWYiﬂmmw gross gross margin L‘ﬁ'&la’m 18.5%
margin lugefndavasiazlidinin 18% luwmefanBuiaiulu 2Hos mm’mmu‘[mmmu L5t T 19.2% Tudlnsin
Ywh ifinaianHudsiumnliuyiusntudaiiassnuaves operational leverage Wiasan
BoaNBNU
laigauadwaimnmnaluuisng Y]Y]’]l%ﬁ’mu&l&ladﬂﬂ’lm@]aLLWJI%&J&J’]SQWH?N SAT 133189 aaauawlnnsisnge
NagitmadBafianslsinaa (casting plant) 9 ssrnlfinBuluomnadum Tiuadu Tuilagiiu Tsonasvzrinlvnnsdndsu
SAT uﬂmmmmmswammBmaaﬂvl,mwmwa WALAB9¥INNNT outsource URABTII 1,250 Gaf B

Fuwidon wia517 60% VasUSINIANNTBIMITINYA LwaLﬂumm@]ﬂmmu SAT L@3aadn
aqﬂuluiia%aaﬂuﬂﬁaanniwam 1,400 @ yadn 200 duum Toal¥3usnnszusiiuge
el s’mmmsnmnamuun'ﬁmu LLamammmmaiw 600 LM (200 fuunlu
§IUVBINY UaT 400 FIULIMINMSERIL RIS ENH) wihidunuidamsndanisn 04 dm
u/audsdaidn 1 1lu 3 maqLauaaﬂuluﬂwuummukmaa ﬂ'mmsnaﬂan’ﬁum”La‘maumm
malu 1Q07 uaza s Imanaaeslsmaonas SAT Wi 165% fﬂumlwmumao
outsource %aaRd LA ﬁkmmiﬁmiﬁmmﬁ‘iuﬁﬂﬂ disc/drum brake ‘]JS‘.leﬁwu I@mﬂﬁ]ﬁ]‘uu
i'm"l,mwnﬁsnﬁmmuﬂmﬂu 12% V488ALTIN

LL&INHS%’]S‘%N&IN&IBG‘H@@B gross margin 919 wau 2.5ppt Tulnih udindstianan
conservative Tatianan gross margin astANaNaA 18.5% ludiliin 19.2% lullwein uas
19.5% 1wl 2008
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Sources: Somboon Advance Tech; Thanachart estimates
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NAATDLUAAENI draiuluwdsimsesanuuy uazmsiaminalulad Sefumliufiaz]d
uéhuﬂNamwnwwamumumumummas] u,a‘va'mmiwNNamﬂnumuaaifvmminwa@]aum
mmwwlmwm*nmmw il SAT uIamaﬂﬂmﬂmiLﬂazJuLLaJmulumsmwumawalm6]
maawwamnﬂumummoﬂ wisnit sy 3 umuummmmﬂwquﬂuummummﬁ
HAaATe luilagiin SAT Jduutianfin 90% §WILINA1T4 (axle shaft), 317 20% &1wTL leaf

springs W83 20-30% 1w disc/drum brake

2D R

mwuuaammmw SAT awmmsnLwummmammm@"[@mnmmumaomnumﬂq 1aTu
mmmalmq Whanatnsdatiios luameil 13w¥ny Sandidelnailuiiaudrsn 1.2 wusuuni
aznpauTuiluilnii wazdaiilasanded 2015 LLawmmmalmmmm wnanysziuivinley
H2ANVIT 7% Tuflwii uaz 5% lud) 2008 Gatin Uszanmmimsiivlavassannsvasisn
1 14% uaz 13% Tugdsnanishazlanadulyd g Uszneufuinfauiatuasislénan
VLﬂiumauéTu 13139A1a 7N Eps 289 SAT VN 14% tulni uas 16% lull 2008

Orders Car maker Date order Value Contract length

received (THB m) (years)
Fly wheels na Jan-07 185 4
Differential cases na Jan-07 90 6
Brackets & Hubs Hino April-07 110 5
Axle shafts GM S. Africa April-07 200 5
Coil springs Nissan Jul-07 137 6
Pulleys Toyota IMV Aug-07 65 4
Disc brakes Mitsubishi Nov-07 132 8
Brackets Corolla Jan-08 105 4
Coil springs Accord/Jazz 2008 101 4
Stabilizer bars Accord/Jazz 2008 77 4

Source: Somboon Advance Tech

B naLsznaunIas SAT zswnsdeatiioannzndslildruddsdelnimaniign
lumsdavdszanmns ﬂ'«nuuuaﬂmﬁwuwmm under-car parts modules ﬁnnm‘ﬂu uaz
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HU3WNT SAT nanai femnusule 80% mwvlmumaamaa'manﬂ'muu Vil 9z insaguua
mulu 5.0.07 Tmamiumuwmn 2 Wi wazhasairemelell SAT sz 1
WHEIULIM anmInuSeEny ummmmmlmmmumumaﬂ 39 lianainuSEny il
aﬂaﬁﬂlm Tumsiiunuding suiliiona i azfifymmimaduuiimizgeinds
mﬂaﬂﬂamiiwwﬂua@mu 50:50 Aug RN IEiuaRUimnaiia

wenanil 593 upside :nMN37 FordMazda Lmﬂumymumiwamnﬂu@lmmuumﬂammmaﬂ
neimimiandsing Tasduihmaamanaasnuudaiiag 200,000 Auluil 2009 e
mnmmwmuﬂﬂmvﬂummamnuumaq"lmmuim LLawmlmmmmaam‘smmm Rt
mnmswumw% uauwuﬁmaﬁsnwﬂﬂu Ford/Mazda LLﬂdJﬂ’mdﬂ’]iNa@lLWﬂdWﬂﬂﬁlwiﬂdiuaﬂﬂ’l
il 1:39m@in SAT a2 Lﬂuwﬂsvnauﬂﬁﬂvl,ﬂﬂ'iiwu"luﬁﬂwaﬂ spring W&y casting products b
1agiiu SAT figuraifinsagieas 1 i'mmmuwa@nmmmaaou #a NHK Spring Waz Aishin
Group UWAMNMINHAAI s VB IS ¥NY uﬂmmwm wasdnmisansoutsiwld il saT
mm"lmummsnamﬂaﬂmmﬂummu uasv B uulimsasa i udmin 2 ndasost
gansm luaraniluess FordMazda l§ueli SAT Buluianaand sy coil springs Uastwan
Aulaad (stabilizer bars) mmusnwﬂmuqﬂﬂammaﬂ
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FINANCIAL STATEMENTS

Somboon Advance Tech

Profit and Loss (THB m)

Year Ending December 2004A 2005A 2006E 2007E 2008E

Revenue 2,302 3,868 4,305 4,916 5,533

Cost of sales ex depreciation (1,653) (2,911) (3,278) (3,701) (4,145)

Gross profit ex depreciation 650 958 1,027 1,215 1,388 New orders imply
Other operating income - - - - - locked-up revenue
Operating costs (223) (287) (293) (334) (376) growth of around 7% in
Operating EBITDA 427 671 734 881 1,012 2007 and 5% in 2008
Depreciation (74) (167) (229) (270) (311) ’
Goodwill amortisation - - - - -

Operating EBIT 353 504 505 611 701

Net financing costs (76) (90) (87) (137) (172)

Associates - 25 14 24 50

Recurring non operating income 99 120 108 113 122

Non recurring items 139 8 - - -

Profit before tax 515 567 539 611 700

Tax (48) (126) (110) (123) (137)

Profit after tax 466 441 429 488 564

Minority interests - - - - -

Preferred dividends - - - - -

Other items - - - - -

Reported net profit 466 441 429 488 564

Non recurring items & goodwill (net) (139) (8) 0 0 0

Recurring net profit 328 433 429 488 564

Per share (THB)

Recurring EPS * 1.45 1.47 1.43 1.63 1.88

Reported EPS 2.06 1.50 1.43 1.63 1.88

DPS - 0.45 0.43 0.49 0.56

Growth

Revenue (%) 315.7 68.0 11.3 14.2 12.6

Operating EBITDA (%) 281.3 57.0 9.5 20.0 14.8

Operating EBIT (%) 361.6 42.7 0.1 21.1 14.7

Recurring EPS (%) 295.8 1.3 2.7) 13.8 15.6

Reported EPS (%) 1001.8 (27.5) (4.5) 13.8 15.6

Operating performance While a margin recovery in
Gross margin inc depreciation (%) 25.0 20.5 185 19.2 19.5 2H06 should lift the base
Operating EBITDA margin (%) 18.5 17.3 171 17.9 18.3 )
Operating EBIT margin (%) 15.3 13.0 11.7 12.4 12.7 for 2007, operational
Net margin (%) 14.2 11.2 10.0 9.9 10.2 leverage and a reduction
Effective tax rate (%) 9.3 22.2 20.5 20.2 19.5 in outsourced casting work
Dividend payout on recurring profit (%) - 30.6 30.0 30.0 30.0 will help margins widen
Interest cover (x) 5.9 7.2 7.2 55 51

Inventory days 34.1 42.4 47.3 47.5 47.8

Debtor days 65.4 67.2 64.9 63.8 64.2

Creditor days 68.2 75.7 82.2 82.8 83.3

Operating ROIC (%) 21.5 14.0 12.3 12.9 13.2

Operating ROIC - WACC (%) 13.1 5.8 4.0 4.7 4.9

ROIC (%) 25.7 16.6 13.7 14.2 145

ROIC - WACC (%) 17.3 8.4 55 5.9 6.2

ROE (%) 106.9 44.1 24.4 23.4 22.8

ROA (%) 19.0 124 10.3 10.8 11.2

* Pre exceptional, pre-goodwill and fully diluted

Key Assumptions (THB m) 2004A 2005A 2006E 2007E 2008E

Axle shaft utilization rate (%) 100.0 92.63 90.80 89.49

Leaf spring utilization rate (%) 73.33 77.00 82.39 82.39

Coils spring utilization rate (%) 65.00 68.25 73.03 69.85

Disc brake utilization rate (%) 53.85 59.23 63.97 60.08

Drum brake utilization rate (%) 100.0 80.00 75.13 73.76

Revenue By Division (THB m) 2004A 2005A 2006E 2007E 2008E

Sales 2,302 3,868 4,305 4,916 5,533

Sources: Somboon Advance Tech; Thanachart estimates
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Cash Flow (THB m)

Year Ending December 2004A 2005A 2006E 2007E 2008E

Recurring net profit 328 433 429 488 564

Depreciation 74 167 229 270 311

Associates & minorities - (25) (14) (24) (50)

Other non-cash items - - - - -

Recurring cash flow 402 575 644 734 824

Change in working capital (394) 16 (28) (69) (68)

Capex - maintenance (1,877) (731) (600) (800) (600)

Capex - new investment - - - - -

Free cash flow to equity (1,869) (140) 17 (136) 156

Net acquisitions & disposals (61) 0 (86) 24 (150)

Dividends paid (74) (60) (135) (129) (146)

Non recurring cash flows (275) 602 (29) 2) (29)

Net cash flow (2,278) 403 (234) (242) (160)

Equity finance 146 159 - 0 -

Debt finance 2,271 (479) 217 241 160

Movement in cash 139 83 (16) 0 0

Per share (THB)

Recurring cash flow per share 1.78 1.95 2.15 2.45 2.75

FCF to equity per share (8.27) (0.47) 0.06 (0.45) 0.52

Balance Sheet (THB m)

Year Ending December 2004A 2005A 2006E 2007E 2008E

Working capital assets 1,000 1,206 1,344 1,530 1,720

Working capital liabilities (727) (896) (998) (1,144) (1,278)

Net working capital 273 310 346 386 442

Tangible fixed assets 2,173 2,737 3,108 3,638 3,927

Operating invested capital 2,446 3,047 3,453 4,024 4,370

Goodwill - - - - -

Other intangible assets - - - - -

Investments 61 85 185 185 385

Other assets 146 209 232 265 298

Invested capital 2,653 3,341 3,871 4,474 5,053

Cash & equivalents (196) (286) (270) (270) (270)

Short term debt 472 238 422 467 498

Long term debt * 2,009 1,764 1,797 1,993 2,122

Net debt 2,285 1,715 1,949 2,190 2,350

Deferred tax - - - - -

Other liabilities 18 12 15 17 19

Total equity 350 1,613 1,907 2,267 2,684

Minority interests - - - - -

Invested capital 2,653 3,341 3,871 4,474 5,053

* Includes convertibles and preferred stock which is being treated as debt

Per share (THB) This represents a
Book value per share 1.55 5.38 6.36 7.56 8.95 bargain versus the 10x
Tangible book value per share 1.55 5.38 6.36 7.56 8.95 industry average and
Financial strength given our EPS growth
Net debt/equity (%) 652.7 106.3 102.2 96.6 87.6 projections of 14% in
Net debt/total assets (%) 63.9 37.9 37.9 37.2 35.6 2007 and 16% in 2008
Current ratio (x) 1.0 1.3 11 11 1.1

CF interest cover (x) (23.4) (0.5) 1.2 0.0 1.9

Valuation 2004A 2005A 2006E 2007E 2008E

Recurring P/E (x) * 8.7 8.6 8.8 7.7 6.7

Recurring P/E @ target price (x) * 11.0 10.9 11.2 9.8 8.5

Reported P/E (x) 6.1 8.4 8.8 7.7 6.7

Dividend yield (%) - 3.6 3.4 3.9 4.5

P/CF (x) 7.1 6.5 5.9 5.2 4.6

P/FCF (x) neg neg 228.9 neg 24.3

Price/book (x) 8.1 23 2.0 1.7 14

Price/tangible book (x) 8.1 23 2.0 1.7 1.4

EV/EBITDA (x) ** 7.7 6.5 6.6 5.7 5.1

EV/EBITDA @ target price (x) ** 9.2 7.6 7.8 6.7 6.0

EV/invested capital (x) 1.9 1.6 15 13 1.2

* Pre exceptional, pre-goodwill and fully diluted
** EBITDA includes associate income and recurring non-operating income

Sources: Somboon Advance Tech; Thanachart estimates
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