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Precious Shipping PCL

PSL TB Outperform Expect pent-up demand to support BSI

Target Price Bt 24.80 » Expect strong 2Q21 earnings growth of 226% QoQ and momentum to
- continue in 3Q21 given a 23% QoQ increase in TC rate.

Price (23/07/2021) Bt 21.00

Upside % 18.17 > Raise 2021-23 earnings estimates by 57% /96% /68% as revising up our

Valuation PBV TC rate assumptions by 22%/33% /23%.

:;‘::t Cap Trans'm;:::mn = Lo:;f;f; » Upgrade to Outperform and raise TP to Bt24.80 from Bt18.90 on a PBV of

30-day avg turnover Btm 630.43 1.8x (+2.5SD) and average 2022-23E BVPS of Bt13.80.

No. of shares on issue m 1,559

CG Scoring Excellent Investment Highlights

Anti-Corruption Indicator Certified

» Expect 2Q21 earnings to grow 226% QoQ to Bt1.2bn. We expect PSL to book
a net profit of Bt1.2bn in 2Q21, a significant improvement from a net loss of Bt1.2bn
in 2Q20 and a net profit of Bt375mn in 1Q21, as the Supramax TC rate surged 54%
QoQ and 366% YoY to USD25,538/vessel/day. This was supported by strong

Investment fundamentals
Year end Dec 31 2020A 2021E 2022E 2023E
Company Financials

Ee"e”“er(tB(t;"t”) ) 3"732 iiéﬁ i:; ;Zz demand for coal, grain, and minor bulk trade. We expect the Supramax TC rate to
ore profi mn = b . W . . . o . 0 .

Net profit Btmn) 1205 4484 4977 3,845 continue to rise in 3Q21 aftel.' rate rose 17 /.o MoM in June and 7. %o MTD |n.JuIy que
Net EPS (BY) 083 288 319 247 to strong demand for restocking coal and minor bulk trade, despite the period being
DPS (Bt) 000 000 000 0.0 the weak season for global grain exports and weather-related disruptions in June
BVPS (BY) 6.50 938 1257 1503 and July. China's state planner ordered power plants to build their coal inventories
WEEE gewin () - wwe  dnZy AmEE Zusk to the equivalent of at least seven days of consumption by July 2021 to prevent
ROA (%) o7 2093 2367 17.07 blackouts during the peak power consumption period. Coal stocks continued their
ROE (%) 1194 3623 29.09 17.87 lide to hit | £ amn t t the Oinh q it or th | |
Net D/E (x) T slide to hit a new low of 4mn tons at the Qinhuangdao port, a major thermal coa
Valuation transfer hub in northern China as of July 19. A seasonal rebound in grain trade in
P/E (x) 915 730 658 852 August-October and pent-up demand for raw material trades should support the
P/BV (x) 117 2.24 1.67 1.40 Supramax TC rate in 3Q21. We expect 3Q21 earnings to grow strongly QoQ given
EV/EBITDA (x) 1527 634 516 540 that the TC rate is up 23% QoQ.

Dividend yield (%) 000 000 000  0.00

» Raising 2021/22/23 earnings estimates by 57%/96%/68% on higher TC
rates. We raise our 2021-23 earnings estimates by 57%/96%/68% after revising

PSL TB rel SET performance up our TC rate assumptions for PSL by 22%/33%/23% to

oo TPSLTBLESL TRAOSETIRS] - dnde USD20,000/21,000/18,300/vessel/day based on a stronger-than-expected
20,0 300 Supramax TC rate and better outlook. Our TC rate assumptions for PSL are 15-20%

250 lower than the estimated Baltic Supramax Index (BSI) as the company fixed 14-
B0 5 200 17% of its total fleet at a rates between USD13,500 and USD14,550/vessel/day
10.0 - 150 during 2021-24 and as PSL's vessels are smaller than the BSI benchmark. We have
50 100 turned more bullish on PSL’s near- and long-term outlook. In the near term, we
00 ‘ ‘ ‘ ‘ ‘ | 20 expect PSL's earnings momentum to continue to accelerate in 2H21 as pent-up

demand changes from finished goods to intermediate/raw material goods. The
retailers’ inventory-to-sales ratio fell to a record low of 1.08 months in 2Q21 vs. the
10-year average of 1.40 months, while the wholesalers’ inventory-to-sales ratio
dropped to 1.22 months in 2Q21 vs. the 10-year average of 1.28 months. This

Jul-20 Sep-20 Nov-20 Jan-21 Mar-21 May-21 Jul-21
Source: Bloomberg (all figures in THB unless noted)

Disclaimer: KS or its affiliates is acting or may act as the

underwriter, issuer, and/or market maker of the securities
mentioned in this document and/or other financial instruments
related to the securities mentioned in this document, including
but not limit to, bonds, debentures, derivatives warrants, and

should lead to demand for restocking along the supply chain. In the longer term,
the TC rate should remain high supported by strong demand growth of 4% p.a. in
2021-22E that should outpace supply growth of 2% p.a. given the record-low level

. o . o
structured notes. Investors should study the information dry bulk IndUStry orderbook-to-fleet ratio at 6%.

contained in the prospectus or related document before
investing in the shares and other financial instruments.

Valuation and Recommendation

Analyst » Upgrade to Outperform and raise target price to Bt24.80. We raise our mid-
. 2022 target price to Bt24.80 from Bt18.90 pegged to a PBV of 1.8x (+2.5SD its

gun?;::onr_p @12233:]2;? ities.com historical mean) and raise our average 2022-2023 BVPS estimate to Bt13.80 from
u . IKor urttes. Bt10.70. We expect PSL to outperform the SET Index in 2H21 due to its strong
27 July 2021 earnings momentum, being a key beneficiary of strong global trade, and a limited

impact from government lockdown measures.
Kasikorn Securities Public Company Limited P g

» Key risks: Volatile freight rates.
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Fig 1 Earnings revisions

Unit: Btmn. 2021E 2022E 2023E

Profit and loss statements New Previous %Change New Previous %Change New Previous %Change
Total revenue 8,319 6,663 24.9 8,611 6,231 38.2 7,537 5,880 28.2
Cost of goods sold 3,223 3,143 2.6 3,244 3,085 5.2 3,302 3,140 5.2
Gross profit 5,096 3,520 44.8 5,367 3,147 70.6 4,235 2,740 54.6
SG&A 380 330 15.4 400 360 11.1 400 360 11.1
Operating profit 4,717 3,192 47.8 4,967 2,787 78.2 3,835 2,380 61.2
EBITDA 5,769 4,244 35.9 5,961 3,781 57.7 4,775 3,319 43.8
EBIT 4,833 3,308 46.1 4,977 2,797 78.0 3,845 2,390 60.9
Core profit 4,359 2,747 58.7 4,977 2,534 96.4 3,845 2,290 67.9
Net profit 4,463 2,852 56.5 4,977 2,534 96.4 3,845 2,290 67.9
Number of vessels 36 36 0.0 36 36.0 0.0 36 36 0.0
Operating days 13,140 13,140 0.0 13,140 13,140 0.0 13,140 13,140 0.0
TC rates (US$/day) 20,024 16,401 22.1 20,987 15,828 32.6 18,308 14,905 22.8
USDTHB 30.90 30.00 3.0 30.50 29.00 5.2 30.50 29.00 5.2
OPEX (US$/day) 4,879 4,879 0.0 4,928 4,928 0.0 4,977 4,977 0.0
SGRA (US$/day) 948 863 9.9 998 945 5.6 998 945 5.6

Source: Company data, KS Research

Fig 2 2Q21 performance preview

2Q20 3Q20 4Q20 2Q21E %YoY %QoQ %YTD2021E

Financials

Sales (Btmn) 680 944 1,050 1,246 2,219 226.2 78.2 41.6 8,319
EBITDA (Btmn) 148 412 421 671 1,306 783.7 94.4 343 5,769
Operating profit (Btmn) -156 107 162 384 1,306 937.6 239.8 35.8 4,717
Core profit (Btmn) -310 -35 64 271 1,224 495.0 351.9 34.3 4,359
Net profit (Btmn) -1,183 -22 27 375 1,224 203.4 226.2 35.8 4,463
Net EPS (Bt) -0.76 -0.01 0.02 0.24 0.78 203.4 226.2 35.8 2.86
Performance Drivers

Number of vessels 36 36 36 36 36 0.0 0.0 200.0 36
Operating days 3,276 3,312 3,312 3,285 3,285 0.3 0.0 50.0 13,140
TC rates (US$/day) 9,002 8,786 10,022 12,157 20,961 132.8 72.4 165.4 20,024
USDTHB 31.5 315 30.5 30.5 31.5 0.0 3.3 200.6 31
OPEX (US$/day) 4,531 4,617 5,067 4,800 4,800 5.9 0.0 196.7 4,879
SG&A (US$/day) 804 723 649 848 966 20.2 13.9 1914 948
Ratios Change Avg YTD 2021E
Gross margin (%) -11.1 19.3 23.9 37.2 63.3 74.4 26.2 50.3 61.3
EBITDA margin (%) 21.7 43.7 40.1 53.9 58.8 371 4.9 56.4 69.3
Optg. margin (%) -22.9 11.4 15.5 30.9 58.8 81.7 28.0 44.8 56.7
ROE (%) -10.5 -0.2 0.3 3.6 0.0 10.5 -3.6 1.8 36.1

Source: Company data, KS Research
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Fig 3 PSL’s TC rates vs. Market TC BSI (US$/ship/day) Fig 4 Coal stocks at Qinhuangdao port in China

Coal Stocks at Qinhuangdao Port
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Fig 5 Global grain exports Fig 6 Baltic Dry Index seasonality chart (1986-2018)
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Fig 7 Wholesale inventory-to-sales vs. BDI Fig 8 Retail vs. wholesale inventory-to-sales
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Year-end 31 Dec

Income Statement (Btmn) 2019A 2020A 2021E 2022E 2023E Cashflow (Btmn) 2019A 2020A 2021E 2022E 2023E
Revenue 4,152 3,730 8,319 8,611 7,537 Net profit -228 -1,295 4,463 4,977 3,845
Cost of sales and services -3,173 -3,226 -3,223 -3,244 -3,302 Depreciation & amortization 1,228 1,183 1,052 994 939
Gross Profit 979 504 5,096 5,367 4,235 Change in working capital -12 362 -570 -4 149
SG&A -546 -336 -380 -400 -400 Others 903 2,643 2 2 2
Other income 31 9 2 0 0 CF from operation activities 1,890 2,893 4,946 5,968 4,935
EBIT 478 -693 4,833 4,977 3,845 Capital expenditure 1,077 0 0 0 0
EBITDA 1,692 1,360 5,769 5,961 4,775 Investment in subs and affiliates 7 -5 -2 -2 -2
Interest expense -703 -597 -370 0 0 Others -1,511 0 0 0 0
Equity earnings 20 11 12 10 10 CF from investing activities -427 -5 -2 -2 -2
EBT -226 -1,290 4,463 4,977 3,845 Cash dividend 0 0 0 0 0
Income tax -3 -4 0 0 0 Net proceeds from debt -1,876 -2,635 -4,171 -5,856 0
NPAT -228  -1,295 4,463 4,977 3,845 Capital raising -0 0 0 0 0
Minority Interest -0 0 0 0 0 Others -133 -56 0 0 0
Core Profit -223 -413 4,359 4977 3,845 CF from financing activities -2,009 -2,691 -4,171 -5,856 0

Extraordinary items 0 -867 -4 0 0 Net change in cash -546 197 774 110 4,933
FX gain (oss) 6 15 108 0 0
Reported net profit -228  -1,295 4463 4,977 3,845 Per share (Bt)

Reported EPS 015 083 286 319 247

Cash & equivalents 1,181 1,100 1,874 1,984 6,918 Core EPS -0.14 -0.27 2.80 3.19 2.47
ST investments 0 0 0 0 0 DPS 0.00 0.00 0.00 0.00 0.00
Accounts receivable 183 169 394 396 352 BV 741 6.50 9.36 12.55 15.02
Inventories 176 35 102 104 0 EV 14.96 13.32 23.55 19.73 16.56
Other current assets 140 634 647 659 673 Free Cash Flow 1.90 1.86 3.17 3.83 3.16
Total current assets 1,681 1,938 3,017 3,145 7,943 Valuation analysis

Investment in subs & others 85 91 92 94 96 Reported P/E (x) -51.86 -9.15 7.34 6.58 8.52
Fixed assets-net 20,104 19,125 18,073 17,079 16,139 Core P/E (x) -53.26  -28.67 7.51 6.58 8.52
Other assets 3,191 244 249 254 259 P/BV (x) 1.03 1.17 2.24 1.67 1.40
Total assets 25,061 21,397 21,431 20,572 24,437 EV/EBITDA (x) 13.79 15.27 6.37 5.16 541
Short-term debt 4,085 2,441 3,856 0 0 Price/Cash flow (x) 6.27 4.10 6.62 5.49 6.64
Accounts payable 71 277 0 0 0 Dividend yield (%) 0.00 0.00 0.00 0.00 0.00
Other current liabilities 557 621 634 646 659 Profitability ratios

Total current liabilities 4,712 3,339 4,490 646 659 Gross margin (%) 23.58 13.51 61.26 62.32 56.19
Long-term debt 8,577 7,586 2,000 0 0 EBITDA margin (%) 40.76 36.47 69.35 69.22 63.35
Other liabilities 212 337 344 351 358 EBIT margin (%) 11.50 -18.59 58.10 57.80 51.02
Total liabilities 13,502 11,262 6,834 997 1,017 Net profit margin (%) -550 -34.71 53.65 57.80 51.02
Paid-up capital 1,559 1,559 1,559 1,559 1,559 ROA (%) -0.86 -5.57 20.84 23.70 17.09
Share premium 1,968 1,968 1,968 1,968 1,968 ROE (%) -1.88  -11.94 36.09 29.13 17.89
Reserves & others, net -860 -916 -916 -916 -916 Liquidity ratios

Retained earnings 8,892 7,523 11,986 16,963 20,808 Current ratio (x) 0.36 0.58 0.67 4.87 12.05
Minority interests 0 0 0 0 0 Quick ratio (x) 0.29 0.38 0.51 3.68 11.03
Total shareholders' equity 11,559 10,135 14,598 19,574 23,420 Leverage Ratios

Total equity & liabilities 25,061 21,397 21,431 20,572 24,437 Liabilities/Equity ratio (x) 1.17 1.11 0.47 0.05 0.04
Key Assumptions 2019A 2020A 2022E Net debt/EBITDA (x) 6.78 6.56 0.69 -0.33 -1.45
Number of vessels 36 36 36 36 36 Net debt/equity (x) 0.99 0.88 0.27 -0.10 -0.30
Operating days 13,140 13,176 13,140 13,140 13,140 Int. coverage ratio (x) 0.68 -1.16 13.06 N/A N/A
TC rates (US$/day) 9,622 8,332 20,024 20,987 18,308 Growth

USDTHB 29.8 31.0 30.9 30.5 30.5 Revenue (%) -15.83  -10.16  123.03 351 -12.47
OPEX (US$/day) 4,778 4,705 4,879 4,928 4,977 EBITDA (%) -32.48  -19.62  324.09 332 -19.90
SGRA (US$/day) 1,394 822 948 998 998 Reported net profit (%) -150.09 -466.70 444.68 1151  -22.73
Financial cost (US$/day) 1,796 1,462 829 0 0 Reported EPS (%) -150.09 -466.70  444.68 1151 -22.73
Depreciation (US$/day) 3,022 3,052 3,083 3,114 3,145 Core profit (%) -148.59 -85.78 1,154.50 14.18 -22.73
Total cost (US$/day) 10,990 10,041 9,740 9,040 9,121 Core EPS (%) -148.59  -85.78 1,154.50 1418  -22.73

Source: Company, KS estimates
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Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject security(ies) and subject company(ies); and
no part of the compensation of the research analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in
the report.

Investment Ratings

Outperform: Expected total return of 10% or more within a 12-month period
Neutral: Expected total return between -10% and 10% within a 12-month period
Underperform: Expected total return of -10% or worse within a 12-month period

General Disclaimer

This document is prepared by Kasikorn Securities Public Company Limited (“KS"). This document has been prepared for individual clients of KS only and must
not, either in whole or in part, be copied, photocopied or duplicated in any form or by any means or distributed to any other person. If you are not the intended
recipient you must not use or disclose the information in this research in any way. If you received it in error, please immediately notify KS by return e-mail and
delete the document. We do not guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by any other
person.

This document, including information, data, statements, forecasts, analysis and projections contained herein, including any expression of opinion, is based on
public available information or information obtained from sources believed to be reliable, but KS does not make any representation or warranty on, assumes no
responsibilities for nor guarantees the accuracy, completeness, correctness or timeliness of such information. KS accepts no obligation to correct or update the
information or opinions in it. The statements or expressions of opinion herein were arrived at after due and careful consideration and they were based upon
such information or sources then, and in our opinion are fair and reasonable in the circumstances prevailing at the time. The information or expressions of
opinion contained herein are subject to change without notice.

Nothing in this document shall be construed as an offer or a solicitation of an offer to buy or sell any securities or products, or to engage in or refrain from
engaging in any transaction. In preparing this document, KS did not take into account your specific investment objectives, financial situation or particular needs.
This document is for your information only and is not to be taken in substitution for the exercise of your judgment. KS salespeople, traders and other
professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions which are contrary to the opinions
expressed in this document. Before making an investment decision on the basis of this document, you should obtain independent financial, legal or other advice
and consider the appropriateness of investment in light of your particular investment needs, objectives and financial circumstances. There are risks involved in
the investment in securities. KS accepts no liability whatsoever for any direct, indirect, consequential or other loss (including claim for loss of profit) arising from
any use of or reliance upon this document and/or further communication given in relation to this document.

Any valuations, opinions, estimates, forecasts, projections, ratings or risk assessments herein constitute a judgment as of the date of this document, and there
can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, projections, ratings or risk
assessments. Any valuations, opinions, estimates, forecasts, projections, ratings or risk assessments described in this document were based upon a number of
estimates and assumptions and are inherently subject to significant uncertainties or contingencies. It can be expected that one or more of the estimates on
which the valuations, opinions, estimates, forecasts, projections, ratings or risk assessments were based will not materialize or will vary significantly from actual
results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, projections, ratings or risk assessments described herein is not to be relied
upon as a representation and/or warranty by KS (i) that such valuations, opinions, estimates, forecasts, projections, ratings or risk assessments or their
underlying assumptions will be achieved, or (ii) that there is an assurance that future results or events will be consistent with any such valuations, opinions,
estimates, forecasts, projections, ratings or risk assessments stated therein.

KS along with its affiliates and/or persons associated with it may from time to time have interests in the securities mentioned in this document. KS and its
associates, their directors and/or employees may have positions in, and may effect transactions in securities mentioned herein and may also perform or seek to
perform broking, investment banking, advisory and other securities services for companies mentioned in this document.

Corporate Governance Report Disclaimer

The disclosure of the survey result of the Thai Institute of Directors Association ("IOD") regarding corporate governance is made pursuant to the policy of the
Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of companies listed on the Stock Exchange of Thailand
and the Market of Alternative Investment disclosed to the public and able to be accessed by a general public investor at http://www.thai-
iod.com/en/publications-detail.asp?id=170 . 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 data appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after
that date. KS does not confirm nor certify the accuracy of such survey result.

Structured Notes and Derivative Warrants Disclaimer
KS may be the issuer of structured notes on these securities.

KS acts as market maker and issuer of Derivative Warrants ("DWs") on the underlying stocks listed below. Investors should carefully read the details of the DWs
in the prospectus before making any investment decisions.

DWs Underlying Stocks: ADVANC, AMATA, AOT, AWC, BAM, BANPU, BBL, BCP, BDMS, BEM, BGRIM, BIC, CBG, CHG, CK, CKP, COM?7, CPALL, CPF, CPN, CRC,

DOHOME, EA, GPSC, GULF, GUNKUL, HMPRO, INTUCH, IRPC, IVL, JMT, KCE, KKP, KTB, KTC, LH, MINT, MTC, OR, OSP, PLANB, PRM, PTG, PTT, PTTEP, PTTGC,
RBF, SAWAD, SCB, SCC, SCGP, SET50, SPRC, STA, STEC, TASCO, TISCO, TOP, TQM, TTB, TU, VGI, and WHA.

UFN13Y) nseeudseviula
27 July 2021 5 Precious Shipping PCL


http://www.thai-iod.com/en/publications-detail.asp?id=170
http://www.thai-iod.com/en/publications-detail.asp?id=170

