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Key drivers

Stronger domestic demand for cement with a
series of infrastructure construction projects
ahead;

Chemical spreads widening.

Key risks

Rising cost of coal — this is mainly used in
cement production;

Naphtha costs — which normally rises in tandem
with global oil prices — should squeeze
petrochemical spreads in the short term.

Company Profile

SCC operates as a holding company that is engaged
in the industrial supplies and construction industries. It
operates three core businesses: Investments in
cement & building materials, chemicals, and paper
packaging.

Source: Company data, RHB

Financial summary (THB) Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F
Recurring EPS 28.45 39.31 25.17 31.87 36.69
DPS 14.00 18.50 12.00 15.00 17.50
BVPS 277.48 300.36 309.53 328.40 349.09
Return on average equity (%) 10.6 13.6 8.3 10.0 10.8
Valuation metrics Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F
Recurring P/E (x) 11.46 8.29 12.95 10.23 8.88
P/B (x) 1.2 1.1 1.1 1.0 0.9
FCF Yield (%) (13.2) (20.9) 0.7 (1.6) 0.9
Dividend Yield (%) 4.3 5.7 3.7 4.6 54
EV/EBITDA (x) 7.45 6.99 10.84 8.25 6.98
EV/EBIT (x) 12.45 10.80 23.09 13.91 10.84
Income statement (THBm) Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F
Total turnover 399,939 530,112 543,647 578,496 593,856
Gross profit 89,992 109,112 80,702 102,527 115,873
EBITDA 68,113 81,685 54,881 73,667 87,760
Depreciation and amortisation (27,377) (28,835) (29,123) (29,988) (31,290)
Operating profit 40,735 52,851 25,758 43,679 56,469
Net interest (7,082) (6,757) (6,778) (6,946) (7,559)
Pre-tax profit 43,109 63,636 30,900 49,995 65,636
Taxation (5,809) (8,900) (4,241) (6,820) (9,702)
Reported net profit 34,144 47,174 30,203 38,243 44,032
Recurring net profit 34,144 47,174 30,203 38,243 44,032
Cash flow (THBm) Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F
Change in working capital 18,471 (41,884) 4,009 4,457 (6,578)
Cash flow from operations 70,415 10,151 62,971 45,490 62,001
Capex (122,022) (92,042) (60,177) (51,785) (58,377)
Cash flow from investing activities (71,185) (65,399) (62,110) (51,359) (58,846)
Dividends paid (14,998) (20,398) (19,200) (15,600) (19,200)
Cash flow from financing activities 37,542 26,842 (26,386) 8,042 5,833
Cash at beginning of period 27,627 64,399 35,993 10,467 12,640
Net change in cash 36,772 (28,406) (25,525) 2,173 8,989
Ending balance cash 64,399 35,993 10,467 12,640 21,628
Balance sheet (THBm) Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F
Total cash and equivalents 102,981 67,610 30,660 37,812 51,827
Tangible fixed assets 363,425 410,708 447,294 460,405 476,150
Total investments 117,009 139,808 145,646 149,330 155,623
Total assets 749,381 861,101 883,059 911,649 955,783
Short-term debt 90,418 86,067 86,185 94,297 104,321
Total long-term debt 170,436 216,723 212,963 223,561 226,668
Total liabilities 353,255 411,093 423,544 448,748 462,747
Total equity 396,126 450,008 459,515 462,900 493,036
Total liabilities & equity 749,381 861,101 883,059 911,649 955,783
Key metrics Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F
Revenue growth (%) (8.7) 325 26 6.4 27
Recurrent EPS growth (%) 6.7 38.2 (36.0) 26.6 15.1
Gross margin (%) 225 20.6 14.8 17.7 19.5
Operating EBITDA margin (%) 17.0 15.4 10.1 12.7 14.8
Net profit margin (%) 8.5 8.9 5.6 6.6 7.4
Dividend payout ratio (%) 49.2 471 47.7 471 47.7
Capex/sales (%) 30.5 17.4 1.1 9.0 9.8
Interest cover (x) 5.75 7.82 3.80 6.29 7.47
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Higher costs diluting stronger demand for cement & building materials

For the domestic cement industry, overall demand in 3Q22 increased 6%YoY due to the
low-base effect in 3Q21, which was caused by the halting of construction activities during
the intensive pandemic crisis. Demand from the public sector increased 6% YoY while
private sector demand in the residential and commercial segments also rose 5% and 8%
YoY. In addition, average domestic cement prices increased 4% QoQ to THB1,950-2,000
per tonne in response to higher coal costs.

Domestic demand for ceramic tiles rose 8%YoY in 3Q22 — in tandem with the rise in
renovation activiies — while demand for other building materials used in the
construction/repairing of roofing, ceilings, and walls increased similarly 8% YoY. SCC’s
total ceramic tiles sales volume in Thailand and other ASEAN markets increased stronger
than the industry (+21% YoY) to 42m sq m. Due to the higher proportion from high-margin
products, ceramic tiles ASPs under the company’s ASEAN operations rose 9% YoY.

3Q22 revenue increased strongly 17% YoY, driven by higher sales revenue in both
Thailand and ASEAN based on the company’s strategic success. In spite of recovering
from a loss in 3Q21, 3Q22 net profit dropped 68% QoQ to THB530m on higher costs of
raw materials and energy.

Petrochemicals business shrank to a deep low

Naphtha costs in 3Q22 declined by 18% QoQ to USD714 per tonne — in tandem with
Brent crude oil prices declining 13% QoQ to USD98 per bbl — due to rising concerns over
a global economic recession. There was also a mix of other negative global factors, which
included China’s pandemic lockdowns, inflationary pressure, the EU’s energy supply
crisis, and the Russia-Ukraine conflict.

Although naphtha prices declined moderately in 3Q22, HDPE prices fell 18% QoQ to
USD1,104 per tonne. Meanwhile, PP prices declined 19% QoQ to USD1,072 per tonne.
These prices of major polyolefins were pressured by the global economic slowdown,
China’s lockdowns, and new supply flows. Therefore, HDPE-naphtha shrank 17% QoQ to
USD390 per tonne while PP-naphtha spreads also shrank 20% QoQ to USD358 per
tonne. Even worse, SCC’s polyolefin sales volume declined sharply to 422,000 tonnes
(-16% YoY, -1% QoQ) in 3Q22 despite zero shutdowns during the quarter.

3Q22 revenue declined 5% YoY (-14% QoQ) to THB57.4bn, mainly due to slower demand
hitting both sales volumes and polyolefin prices. In addition, there was an inventory loss of
THB1.08bn recorded during the quarter to reflect lower naphtha prices. 3Q22 earnings
performance turned to a THB339m loss due to shrinking product spreads and lower equity
income from associates (-65% YoY, -43% QoQ).

See important disclosures at the end of this report
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Packaging unit did the best in spite of slower demand

For the integrated packaging chain, 3Q22 revenue rose YoY to THB29.3bn (+7% YoY,
-8% QoQ) due to consistent organic growth, successful merger & partnership (M&P), and
product price adjustments. It declined QoQ due to weaker demand, especially for durable
products and export goods in the US and Europe during this rising inflation and interest
rates period. Higher demand for F&B and consumer goods within ASEAN helped mitigate
this negative impact, while regional demand for packaging paper softened — this was
mainly due to the slowdown in China’s economy and a series of lockdowns in major cities
there. 3Q22 profit from this chain increased to THB1.31bn (+14% YoY, +11% QoQ),
mainly due to better performances of both fibre and performance & polymer packaging.
On a QoQ basis, it increased due to the non-recurring adjustments related to Duy Tan’s
earn-out provisions.

For the fibrous chain segment, 3Q22 revenue increased 29% YoY (-2% QoQ) to
THB6.85bn. The YoY growth was driven by: i) Stronger demand of all products (especially
food service packaging, printing & writing (supported by the re-opening of schools and
workplaces) and food-grade paper, and ii) the rise in regional pulp prices. On QoQ basis, it
declined due to lower demand during semester school closures in September and less
promotional activities within the beverages segment. 2Q22 profit increased dramatically
95% YoY in tandem with higher sales revenue and increased 6% QoQ on elevated
regional pulp prices.

Overall, 3Q22 revenue from sales increased 19% YoY to THB37.9bn (flat QoQ), mainly
due to price adjustments in all product categories, growth in the fibrous business driven by
major impacts from the increase in pulp prices, augmented demand for food service
packaging, and consolidation of the international packaging material recycling companies
— this included Peute Recycling in the Netherlands and Jordan Trading in the US, which
were consolidated in July and September. Therefore, 3Q22 net profit stood at THB1.84bn
(+3% YoY, -1% QoQ).

See important disclosures at the end of this report
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Results At a Glance

Figure 1: 3Q22 earnings hit hard by slower sales volumes and narrower polyolefins spreads, and high production costs in
the cement & building materials business

FYE Dec (THBm) 3Q21 4Q21 1Q22 2Q22 3Q22 QoQ (%)  YoY (%) 9M21 9M22 YoY (%)
Total turnover 131,825 142,665 152,494 152,534 142,392 -6.6 8.0 387,446 447,419 15.5
Gross profit 23,644 22,850 24,098 22,904 17,591 -23.2 -25.6 86,261 64,593 -25.1
Gross profit margin (%) 17.9 16.0 15.8 15.0 12.4 22.3 14.4

EBITDA 14,670 17,144 16,372 17,158 9,122 -46.8 -37.8 64,542 42,652 -33.9
EBITDA margin (%) 11.1 12.0 10.7 11.2 6.4 16.7 9.5

EBIT 7,780 6,674 6,611 5,175 (388) NM NM 39,641 11,398 -71.2
EBIT margin (%) 5.9 4.7 4.3 3.4 (0.3) 10.2 2.5

Interest expense (1,681) (1,691) (1,647) (1,715) (1,899) 10.7 13.0 (5,067) (5,261) 3.8
Equity income 3,890 2,248 3,419 3,349 2,064 -38.4 -46.9 15,295 8,832 -42.3
Pre-tax profit 5,537 8,037 7,596 8,171 (264) -103.2 -104.8 38,057 15,502 -59.3
Pre-tax profit margin (%) 4.2 5.6 5.0 5.4 (0.2) 9.8 3.5

Tax (1,893) (1,757) (1,625) (1,946) (1,154) -40.7 -39.0 (7,143) (4,725) -33.9
Minority interest (717) (221) (546) 364 1,798 NM NM (7,341) 1,616 NM
Net profit 6,817 8,307 8,844 9,938 2,444 -75.4 -64.1 38,867 21,225 -45.4
EPS (THB) 5.7 6.9 7.4 8.3 2.0 -75.4 -64.1 32.39 17.69 -45.4

Source: Company data, RHB

Figure 2: DCF valuation

THBm 2022F  2023F  2024F  2025F  2026F  2027F  2028F  2029F  2030F 2031F
Operating EBIT 25758 43,679 56,469 60,486 65949 68,152 72,938 75941 79,476 82,322
Operating EBIT x (1-t) 20,002 35569 45268 48,856 54,449 55655 59,125 62,017 64,433 66,578
D&A 20,123 29,988 31,200 32,872 35162 40,412 43,852 46,852 48,965 49,873
A Net working capital 4,009 4,457  (6,578)  (2,949)  (1,938) (596)  (1,029)  (1,282)  (1,920) (1,200)
FCF from operations 53,134 70,014 69,980 78,780 87,673 95472 101,948 107,587 111,478 115251
Capex (60,177) (51,785) (58,377) (52,918) (50,988) (50,938) (51,010) (53,129) (53,365)  (50,000)
Net FCFF (7.043) 18,229 11,604 25862 36,685 44,533 50,938 54,458 58,113 65,251

ng,?“"ted net (6,898) 16,434 9,628 19,751 25786 28,811 30,332 29,847 29,314 30,295

Terminal value 1,001,094
PV of net FCFF 213,300
PV of terminal value 464,796
Implicit growth rate 2.00%
WACC 8.6%
Firm value 678,096
Net debt (290,427)
Minority interest (84,318)
PV of DCF 303,351
Investment value in

associated companies 118,871
(at cost)

Equity value 422,222
No. of share

outstanding 1,200
(m shares)

Intrinsic value (THB) 352
ESG premium/

(discopunt) 8%
TP (THB) 380

WACC assumptions

Cost of debt 3.3%
Weight 39%
Cost of equity 12.1%
Weight 61%
i);ﬁfr(]:ted market 12.0%
Risk-free rate 2.0%
Beta 1.01
Source: RHB
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Not Rated

Date Recommendation Target Price Price
2022-10-07  Buy 380 318
2022-06-20  Buy 430 360
2022-04-10  Buy 460 368
2022-03-22  Buy 508 381
2022-01-28  Buy 517 388
2022-01-13  Buy 517 390
2021-10-11  Buy 517 398
2021-07-30  Buy 500 414
2021-04-29  Buy 500 466
2021-01-28  Buy 440 381
2021-01-15  Buy 440 390
2020-10-30  Buy 420 338
2020-07-29  Buy 440 383
2020-07-10  Buy 440 383
2020-04-01  Buy 400 318

Source: RHB, Bloomberg

See important disclosures at the end of this report

RHBe



RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months

Trading Buy: Share price may exceed 15% over the next 3 months, however
longer-term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next
12 months

Take Profit:  Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for
circulation amongst RHB and its affiliates’ clients generally or such persons as may be
deemed eligible by RHB to receive this report and does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person
who may receive this report. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research,
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint
venture and/or business partners. No representation or warranty (express or implied)
is given as to the accuracy or completeness of such information and accordingly
investors should make their own informed decisions before relying on the same.

This report is not directed to, or intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary
to the applicable laws or regulations. By accepting this report, the recipient hereof (i)
represents and warrants that it is lawfully able to receive this document under the
laws and regulations of the jurisdiction in which it is located or other applicable laws
and (ii) acknowledges and agrees to be bound by the limitations contained herein.
Any failure to comply with these limitations may constitute a violation of applicable
laws.

All the information contained herein is based upon publicly available information and
has been obtained from sources that RHB believes to be reliable and correct at the
time of issue of this report. However, such sources have not been independently
verified by RHB and/or its affiliates and this report does not purport to contain all
information that a prospective investor may require. The opinions expressed herein
are RHB’s present opinions only and are subject to change without prior notice. RHB
is not under any obligation to update or keep current the information and opinions
expressed herein or to provide the recipient with access to any additional
information. Consequently, RHB does not guarantee, represent or warrant, expressly
or impliedly, as to the adequacy, accuracy, reliability, fairness or completeness of the
information and opinion contained in this report. Neither RHB (including its officers,
directors, associates, connected parties, and/or employees) nor does any of its
agents accept any liability for any direct, indirect or consequential losses, loss of
profits and/or damages that may arise from the use or reliance of this research report
and/or further communications given in relation to this report. Any such responsibility
or liability is hereby expressly disclaimed.

Whilst every effort is made to ensure that statement of facts made in this report are
accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered
to be reasonable and must not be construed as a representation that the matters
referred to therein will occur. Different assumptions by RHB or any other source may
yield substantially different results and recommendations contained on one type of
research product may differ from recommendations contained in other types of
research. The performance of currencies may affect the value of, or income from, the
securities or any other financial instruments referenced in this report. Holders of
depositary receipts backed by the securities discussed in this report assume
currency risk. Past performance is not a guide to future performance. Income from
investments may fluctuate. The price or value of the investments to which this report
relates, either directly or indirectly, may fall or rise against the interest of investors.

This report may contain comments, estimates, projections, forecasts and
expressions of opinion relating to macroeconomic research published by RHB
economists of which should not be considered as investment ratings/advice and/or a
recommendation by such economists on any securities discussed in this report.

This report does not purport to be comprehensive or to contain all the information that a
prospective investor may need in order to make an investment decision. The recipient
of this report is making its own independent assessment and decisions regarding any
securities or financial instruments referenced herein. Any investment discussed or
recommended in this report may be unsuitable for an investor depending on the
investor’'s specific investment objectives and financial position. The material in this
report is general information intended for recipients who understand the risks of
investing in financial instruments. This report does not take into account whether an
investment or course of action and any associated risks are suitable for the recipient.
Any recommendations contained in this report must therefore not be relied upon as
investment advice based on the recipient's personal circumstances. Investors should
make their own independent evaluation of the information contained herein, consider
their own investment objective, financial situation and particular needs and seek their
own financial, business, legal, tax and other advice regarding the appropriateness of
investing in any securities or the investment strategies discussed or recommended in
this report.

This report may contain forward-looking statements which are often but not always
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and
statements that an event or result “may”, “will” or “might” occur or be achieved and
other similar expressions. Such forward-looking statements are based on
assumptions made and information currently available to RHB and are subject to
known and unknown risks, uncertainties and other factors which may cause the
actual results, performance or achievement to be materially different from any future
results, performance or achievement, expressed or implied by such forward-looking
statements. Caution should be taken with respect to such statements and recipients
of this report should not place undue reliance on any such forward-looking
statements. RHB expressly disclaims any obligation to update or revise any forward-
looking statements, whether as a result of new information, future events or
circumstances after the date of this publication or to reflect the occurrence of
unanticipated events.

The use of any website to access this report electronically is done at the recipient's own
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free
from viruses or other items of a destructive nature. This report may also provide the
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the
content contained therein. Such addresses or hyperlinks (including addresses or
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The contents of this report is strictly confidential and may not be copied, reproduced,
published, distributed, transmitted or passed, in whole or in part, to any other person
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agreed that they will not print, copy, videotape, record, hyperlink, download, or
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must not reproduce or disseminate any content or findings of this report without the
express permission of RHB and the distributors.

The securities mentioned in this publication may not be eligible for sale in some
states or countries or certain categories of investors. The recipient of this report
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Score Range Number of Logo Description
Less than 50 Mo logo given -

S0-59 A Pass

60-69 ﬁ .ﬁ Satisfactory
7079 AdA Good

20-89 A A A A Wery Good
50-100 ﬁ A A A A Excellent
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