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We downgrade PSL with SELL rating as we expect dry bulk freight rates to
drop in mid 2Q21 from a high base reported in 1Q21 while anticipating the rate
to recover again possibly during a U.S. soybean harvest season in late
September. The stock also trading on demanding valuation at 2.4xPBV’21E (+3
S.D. of ten-year average)

* Maintain positive outlook for TC rate recovery in 2021-22E
* Anticipate demand for seaborne trade to slow down in 2Q21
* Revise up earnings by 86% and 27% in 2021-22E

PSL stock price surged 40%MTD to factored in a solid rebound in TC rate after
a correction in the past one month. Deep correction in stock price will create
opportunity for investors to accumulate as we still maintain positive earnings
outlook in 2021-23E on the back of TC rate recovery following an improving
global fleet demand-supply balance. Our target price at Bt14.0 (previous
TP:10.0) derived from 1.8xPBV’22E (+2 S.D. of ten-year average).

Valuation table

Year end Dec 19A 20A 21E 22K 23E
PE (x) 620.6 nm 24.6 29.7 30.5
Recurring net profit growth (%) (90.6) nm nm 17.2) 2.7)
Recurring EPS (Bt) 0.0 (0.3) 0.7 0.6 0.6
Recurring EPS growth (%) (90.6) nm nm 7.2) (2.7)
PBV (x) 2.3 2.7 2.4 2.2 2.1
BVPS (Bt) 7.4 6.5 7.2 7.8 8.4
ROE (%) (1.9) (1.9) 10.3 7.8 7.0
DPS (Bt) - - - - -
Dividend yield (%) na na na na na
Enterprise value (Bt m) 38,457 35,922 33,81 31,935 30,078
EV-to-EBITDA (x) 23.5 25.9 12.2 12.7 12.4
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Precious Shipping PCL

Recommendation: SELL
Current price: Bti17.30
Target price 2022: Bti4.0
Up/(downside): (19%)

I10D:5/5
CAC: Declared
Stock data
RIC code PSLBK
Index SETI
SET Index (16 April 2021 1,548.96
Market cap (Bt m) 21,674
Shares outstanding (million) 1,559
Par (Bt) 1.00
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The COVID-19 induced a supply side correction in 2020 leading the dry bulk market to %
ESG accelerate its path to market normalization. We expect PSL'’s average charter rate for 140 1 19.1% r 18
2021E and 2022E to lift up from unprofitable level in the past two years. We estimate 120 A L 16
the average rate at $US11,980/day (+44%YoY from $US8,332 per day in 2020) 14
supported by easing fleet oversupply issue given; 1.) a curtail in number of new minor 100 7 — L 15
Value bulk ships (PSL types) entering to join the global fleet in the next two years (+1.8% in 80 A ' L 10
2021E, +1.0% in 2022E) after a high base level of net fleet growth at 2.9% in 2020E. 60 | L5
and, 2.) a substantial increase in percentage of 20-year old Handysize and Supramax L .
vessels of the global Handy/Supra fleets, that will be voyaging with limited speed or 40 1 .
RiSkS going for scrapping in near term (17% and 14% of global fleet will be more than 20 20 A ,
years by 2023 compared to 13% and 8% as of 2020). This will benefit the global and o o
company’s fleet earnings at least in the next three years. 5020 5093
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PSL’'s Cargo Exposure
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Demand in major dry bulk remain strong throughout 2021 but could face a hiccup in mid 2Q21

We anticipate a slowdown in demand for dry bulk trading in 2Q21 after a period of solid recovery in 4Q20-1Q21, mainly boosted by a rebound in
China economic activity and easing lockdown in major developed countries. As of end of 1Q21, we have seen a peak of the recovery cycle in
some of the major dry bulk commodities such as iron ore and grain which accounts for half of global drybulk trade volume. The global
powerhouse’s import value for iron ore and agriculture products have dramatically risen since 2Q20 while we expected it to taper down in 2Q21
after some of the released China economic data have started to enter a phase of normalized growth particularly in manufacturing sector. We
expect dry bulk freight rates to drop in mid 2Q21 from a high base reported in 1Q21 while anticipating the rate to recover again possibly during a
U.S. soybean harvest season in late September. However, we maintain positive outlook for demand side throughout 2021, aligned with Clarkson’s

view that expecting significant demand side improvement over 2020's numbers across a variety of bulk cargoes at approximately 3.7% gain in
dry bulk tone-mile demand in 2021. (vs.. 0.5%-2% in 2018-2020)
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2021E Change 2022E Change 2023E Change
Revised Previous (%) Revised Previous (%) Revised Previous (&)
Financials
Revenue (Bt mn) 5,314 5,013 6.0 5082 5,066 0.3 5006 4,919 1.8
Gross profit (Bt mn) 2,066 1,705 211 1,804 1,737 3.8 1,698 1,580 7.4
Sales Net profit (Bt mn) 1,096 589 86.0 908 714 271 883 628 40.6
t/share . . . . . . . . .
EPS (Bt/share) 0.70 0.38 86.0 0.58 0.46 271 0.57 0.40 40.6
Key financial ratios Change Change Change
Revenue growth (%) 425 294 13.1 4.4) 1.0 (5.4) a.5 29 14
PSF Gross profit margin (% 38.9 34.0 49 355 34.3 12 339 321 1.8
SG&A to sales (%) 10.1 10.9 (0.8) 10.7 10.9 0.2 1.0 1n.4 0.4)
Net profit growth (%) NA NA NA a7.2) 21.3 NA Q.7 az2mn 94
Net profit margin (%)  20.6 n.7 89 17.9 141 3.8 176 12.8 49
Team Background: Precious  Shipping PCL
Revise earnings up by 27%-86% in sy Estaﬁhshed fmT ;9?9 e(ajn_d %ngd Tohn the Stock
] ’r xchange o ailand in . The company
WCB 3\/020'2.313 resggftlvelty (it in 2001E 18000 7 PSL's Average TC Income per ship per day owns and operates 36 dry bulk ships
2Oe22rEev;ed U2pOZEE ; n§6(ypr37l<ylgnd 4]?’ 16,000 A including 4 cement carriers ,amounting to
respectively in ordgr too’ factoor in; 1; 14,000 1 1585805 DWT in aggregate. The Fleet
L b ' comprises 20 ships that are registered
ESG upward revenue revision by_2—6% as we . 12000 1 undepr the Thai flag and 16 ships tghat are
;%5262?5 TCbrate2a§§,/umpzt|onsU|Sn$ﬁC9)E231cl)E/dand 10,000 - registered under the Singapore flag. There
US$H125/C§/ay a_ndo US§11126 res,pectivealz, 8,000 A are 8 ships_ categqrized in the Ultramax
2) Gr,’oss pro’fit m,argins ,are Secumed to, 6,000 - sector, 9 ships are in theASupre‘amax _sector
Value remse to 38.0%  355% and 33.9% and the balance 19 ships (including 4
dur o J70, Y ° i ° 40007 cement carriers) are in the Handy Size
uring the Same period as a resu t rom 2,000 1 sector of the dry bulk market.
upward revision in  revenue while o
: operating cost remain flat, and, 3.) SG&A R A R S S R R SN S W SRS R S S
RISkS to sales ratio is assumed to drop due to L S S S R A
revenue upward revisions.
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Currently, the company operates 36 dry bulk carriers with a total 1,585,805 DWT. (Bt bn) (%)
Story The fleet comprises 20 ships that are registered under the Thai flag and 16 ships 60 - - 320
that are registered under the Singapore flag. PSL operates its fleet on a tramp-
shipping basis, covering all regions. Principal cargoes handled by the company i — - 20
. n 50
are cement 30%, agricultural products 19%, steel 11%, fertilizers 9%, ore 13%, coal L 10
SalCS 9%, logs 1%, and other items 8%. 40 A '
The company offers two types of cargo services: 30 1 L (10)
P5F * Voyage charter, 9% revenue contribution: The charterer pays freight to PSL to 20 -
transport a particular cargo between two or more designated ports. In this ' - (20)
case, PSL bears all the voyage costs, including the cost of bunker fuel. 10 A “ L (30)
Team e Time charter, 91% revenue contribution: The charterer will hire PSL to operate - ' ' ' ' ' (40)
the vessel for an agreed period of time. The charterer bears all voyage costs, 18A 19A 20A 21E 22E 23E
including the cost of bunker fuel. B Rcvenue Net margin (RHS)

Revenue by cargoes carried, 2020 Revenue by type of services, 2020

ESG PSL’s Fleet
Others 18% Voyage oCharterS
Types DWT No. Cement 9%
Value Ultramax 60,000-80,000 8 Coal 9%
Supramax >0.000-60,000 J Sl Time Charters
RiSkS Handymax 10,000-40,000 19 91%
Total PSL's DWT 1,585,805 36 .
Specialised
Ores 13%

RESEARCH (74%’: Sources: CGS Research, company data 23 April 2021
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Investment ratings
BUY: Expected return excluding dividends of more than 10% within the next 12 months.
HOLD: Expected return excluding dividends between -10% and 10% within the next 12 months.
SELL: Expected return excluding dividends of less than -10% within the next 12 months.
NR: Not Rated- Stock is not in our research coverage.

Analyst certification

The analyst(s) named in this report certifies that (i) all views expressed in this report accurately reflect the personal views of the analyst(s) with regard
to any of all of the subject securities and companies mentioned in this report and (ii) no part of the compensation of the analyst(s) was, is, or will be,
directly or indirectly, related to the specific recommendation or views expressed by that analyst herein.

General disclaimer

This document is prepared by Country Group Securities Public Company Limited (CGS). This research is aimed to provide information and analysis
based on data received from public sources and interviews with company executives. The information is carefully examined but their completeness and
accuracy are not guaranteed. The analysis, conclusions and recommendations in this research are mainly based on the fundamental analysis without
the intention to influence or lead the users of this report. The recommendations in this research belong solely to the analyst(s). CGS may not agree with
the opinions in this research. Investors and users of this research should rely on their personal judgment.

Disclaimer on CG Scoring and THAI-CAC

CG Scoring: The disclosure of the survey result of the Thai Institute of Directors Association (“lIOD”) regarding corporate governance is made pursuant
to the policy of the office of the Securities and Exchange Commission. The survey of IOD is based on the information of a company listed on the Stock
Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The
result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside information. The survey result is
as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that date.
Country Group Securities Public Company Limited does not confirm nor certify the accuracy of such survey result. The IOD assigns numlbers of logos
to each company based on their scoring as follows: 90-100 = Excellent (5), 80-89 = Very Good (4), 70-79 = Good (3), 60-69 = Satisfactory (2), 50-59
= Pass (1), <50 = N/A (No logo given).

Anti-corruption Progress Indicator: The assessment on progress level of Thai listed companies with respect to anticorruption called “anti-corruption
progress indicator” conducted by Thaipat Institute. This is an initiative under the SEC’s Sustainability Development Roadmap for Listed Companies
emphasizing on running business operation with good corporate governance, corporate social responsibility and firm commitment against corruption;
which will pave the way for them to become role models for others in the Thai business sector. The indicator comprises level 1 to 5 as follows: Level 1:
Committed, Level 2: Declared, Level 3: Established, Level 4: Certified, Level 5: Extend.
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