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Precious Shipping

PSL TB / PSL.BK

Extra expenses put damper on 4Q15
bottom line; to see deeper core loss

Core loss in line with estimate

PSL reported a net loss of Bt1,513m, deeper YoY and QoQ. Stripping out
a Btdm gain on disposal of current investment, Bt279m loss on sales of
vessels, Bt841m loss on impairment of assets, Btém bad debt expense
and Bt25m FX loss, the 4Q15 core loss would be Bt410m, deeper both
YoY and QoQ. While the core loss was in line with our forecast, the net
loss was much deeper than estimate, due to extra expenses.

Results highlights

The core operational weakness was led by: 1) a lower average freight
rate, 2) higher SG&A expenses and 3) higher interest expenses. The
average freight rate dropped by 26% YoY and 18% QoQ to
US$5,950/day/ship. The SG&A/sales ratio rose to 10.5% from 3.5% in
4Q14 and 7.9% in 3Q15. In addition, the interest expenses increased
by 39% YoY and 5% QoQ to Bt151m, due to higher loan outstanding.
Note that the number of vessels increased to 45 in 4Q15 from 44 in
4Q14 (but remained unchanged QoQ).

Outlook

The average BDI in 1Q16 to date has dropped 40% YoY and 42% QoQ
to 370 points, led by a 52% plunge in the Capesize index followed by a
41% decrease in the Supramax index and a 34% contraction in the
Handysize. The key reasons behind the weak BDI and freight rates
were: 1) low seasonal demand during long Chinese New Year holidays
and 2) sluggish global demand, particularly China, on the back of
economic slowdown. As such, we expect PSL’s core operation to
remain in red ink and weaken further both YoY and QoQ in 1Q16.

What’s changed?

We deepened our FY16 net loss forecast to Bt613m from Bt432m to reflect
a 4% downward revision in our average freight rate assumption to
US$7,516/day/ship for 2016. As such, our revised our YE16 target price is
now Bt6 (from Bt9.75), pegged to PBV of 0.6x—the valuation that the stock
traded during the tough cycle.

Recommendation

In our view, the prolonged weak dry bulk shipping market and the firm’s
operational performance in 2016, to be brought about by weak global
demand, will continue to put downward pressure on the share price
going forward. However, we think the current share price which trades
at a YE16 PBV of 0.5x—1.8SD below its long-term mean of 1.2x—has
already priced this in.
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Financial summary

FY Ended 31 Dec 2015 2016E 2017E  2018E
Revenues (Btm) 4,257 4,979 5,724 5,724
Net profit (Btm) (2,426) (613) 413 395
EPS (Bt) (1.56) (0.39) 0.26 0.25

-1,916.0% +74.7% nm  -4.3%
(1279)  (613) 413 395

EPS grow th (%)
Core profit (Btm)

Core EPS (Bt) (0.79)  (0.38) 0.26 0.25
Core EPS growth (%) -1,011.8% +52.1% n.m. -4.3%
PER (x) n.m. n.m. 18.9 19.7
PBV (x) 0.5 0.5 0.5 0.5
Dividend (Bt) 0.0 0.0 0.4 0.4
Dividend yield (%) 0.0 0.0 8.0 8.0
ROE (%) (15.3) (3. 25

3.8) 26
CG/Anti-Corruption / 4
]

Suppata Srisuk

Securities Fundamental Investment Analyst
suppata@bualuang.co.th

+66 2 618 1343

See disclaimer at the end of report
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PSL: Financial Tables - Year

Revene 45854254975 575 572

Cost of sales and services (3,995) (4,594) (4,525) (4,118) (4,118) % Revenue growth (%) (LHS) M

Gross profit 590 (338) 454 1,606 1,606 == Asset turnover (x) (RHS)

SG&A (252)  (386)  (448)  (515)  (515) 30 02

EBIT 338 (724) 6 1,091 1,091 /\/_ 0.2

Interest expense (425) (565) (669) (728) (748) 15

Other income/exp. 5 2 12 12 12 0.1

EBT (82) (1,286)  (651) 376 356 0 — N A N

Corporate tax ) ) 0 (0) (0) V 0.1

the r-tax net profit (loss) (842) (1,2888 (651) 3(75) 3(5(;‘ (15) 0.0

inority interest 1 1 1 :

Equity earnings from affiliates 8 8 37 38 40 1213 14 15 16E 17E 18E

=i @ gun o 0 9

Net profit (loss) (80) (2,426) (613) 413 395

Reported EPS (0.08) (1.56) (0.39) 0.26 0.25 ===AR / Sales (days)

Fully diluted EPS (0.08) (1.51)  (0.38) 0.26 0.25 120 ——AP / Cost of Goods (days)

Core net profit (74) (1,279) (613) 413 395

Core EPS (0.07)  (0.79)  (0.38) 0.26 0.25 100

EBITDA 1,605 782 1,538 2,685 2,749 80

KEY RATIOS 60

Revenue grow th (%) 85  (7.2) 7.0 15.0 0.0 40

Gross margin (%) 129 (7.9) 9.1 281 281 20

EBITDA margin (%) 35.0 18.4 30.9 46.9 48.0 0 — ; ; :

Operating margin (%) 7.4 (17.0) 0.1 19.1 191 12 13 14 15 16E 17E 18E

Core proft mer (6 (on (129 72 69

Core profit margin (%) (16) (30.1)  (12.3) 7.2 6.9 9

ROA (%) (0.3) (8.0) (1.8) 1.2 1.1 Gross margin (%)

ROCE (%) (0.3) (8.3) (1.9) 1.3 1.2 ——EBIT margin (%)

Asset turnover (x) 0.2 0.1 0.1 0.2 0.2 40

Current ratio (x) 0.9 0.2 0.5 0.2 0.5 30

Gearing ratio (x) 0.8 0.9 1.1 11 1.2 20

Interest coverage (x) 0.8 n.m. 0.0 1.5 1.5 10

BALANCE SHEET (Btm) 0

Cash & Equivalent 535 454 267 444 214 (10)

Accounts receivable 318 241 282 324 324 (20)

Inventory 0 0 0 0 0 12 13 14 15 16E 17E 18E

PP&E-net 22,071 25,330 26,440 26,406 26,339 N N

Other assets 4,665 6,099 6,470 6,775 7,097

Total assets 27,909 32,458 33,941 34,484 34,521 = Capex (Bt,bn) %

Accounts payable 128 99 97 89 89 e Capex / Net PPE (%)

ST debts & current portion 812 5604 1,624 7274 1624 6.0

Long-term debt 11,101 9,206 15233 10,309 16,186 5.0

Other liabilities 73 82 87 91 95 9

Total liabilities 12,625 15,972 18,070 18,843 19,128 2:0

Paid-up capital 1,040 1,559 1,559 1,559 1,559 10

Share premium 584 2,140 2,140 2,140 2,140 0.0

Retained earnings 14,551 12,122 11,508 11,277 11,028 1.0 12 14 15 16E 17E 18E -5

Shareholders equity 15,285 16,488 15,875 15,643 15,394 -2.0 -10

Minority interests (1) (2) (3) (2) (2)

Total Liab.&Shareholders' equity 27,909 32,458 33,941 34,484 34,521 ) .

CASH FLOW (Btm)

Net income (80) (2,426) (613) 413 395 X (ST debt + Interest) / EBITDA

Depreciation and amortization 1,267 1,505 1,532 1,594 1,658 == (Debt + Interest) / EBITDA

Change in w orking capital (214) 269 (142) (52) 43 25

FX, non-cash adjustment & others 373 1,698 (47) (684) (51) 20

Cash flows from operating activities 1,346 1,046 730 1,272 2,046 15

Capex (Invest)/Divest (5518) (3,868) (2,642) (1,560) (1,592)

Others 7 307 (371)  (305)  (322) 10

Cash flows from investing activities (5,512) (3,561) (3,013) (1,866) (1,913) 5

Debt financing (repayment) 2,099 184 2,096 771 283 0 ‘ ‘ ‘ ‘

Equity financing 0 2,283 0 0 0 ‘ ‘ ‘ ‘ ‘ ‘

Dividend payment (321)  (208) 0 0 (645 1213 415 (6B {7E 188

Others 7 307 (371)  (305)  (322) Dividend payout

Cash flows from financing activities 1,778 2,259 2,096 771 362 .

Net change in cash ’ (2388)  (256)  (187) 177 §229; BuShr e ot ) %

Free cash flow (Btm) (4,173) (2,823) (1,912) (289) 454 05 400

FCF per share (Bt) (4.0) (1.8) (1.2) (0.2) 0.3 0.40 0.40 0.40 0.40 300

Key assum ptions 2014 2015 2016E 2017E  2018E 04 200

TC rate (US$/day/ship) 8,006.0 6,266.0 7,56192 8,647.1 8,647.1 0.3 0.20 100

No.of operating days (days) 15,330.0 16,425.0 20,257.5 20,257.5 20,257.5 0.2 : 0

No.of ships 42.0 45.0 55.5 55.5 55.5 01 (100)

' 0.00 0.00 (200)
0.0 (300)
12 13 14 15 16E 17E 18E
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PSL: Financial Tables - Quarter

QUARTERLY PROFIT & LOSS (Btm) 4Q14 1Q15 2Q15 3Q15 4Q15 Revenue trend
Revenue 1,254 981 944 1,237 1,095

X Bt,bn mmmm Revenue (Bt,bn) (LHS) %
Cost of sales and services (1,125) (1,082) (1,090) (1,179) (1,244) ———Revenue growth (% YoY)
Gross profit 129 (100) (146) 58 (149) 1.4 30
SG&A (44) (88) (85) (98) (115) 1.2 20
EBIT 85  (189)  (231) (40)  (264) 1.0 10
Interest expense (109) (135) (135) (144) (151) 8'2
Other income/exp. 1 0 1 0 1 04 0
EBT (23) (324) (365) (183) (414) 0.2 (10)
Corporate tax (5) 0 (1) 0 (0) 0.0 (20)
After-tax net profit (loss) (28)  (324)  (366)  (183)  (415) 2Q14 4Q14 2Q15 4Q15
Minority interest 0 0 0 0 0 Revenue trend (accumulated)
Equnyl earnings from affiliates 5 (3) 4 3 4 Btbn s Accum, Revenue (Btbn) %
Extra items 3 (9) (40) 6 (1 ,103) % of FY Revenue
Net profit (loss) (21)  (336)  (403)  (175) (1,513) 5.0 100 120
Reported EPS (0) (0) (0) (0) (1) 4.0 100
Fully diluted EPS (0.02) (0.32) (0.25) (0.11)  (0.94) 20 74 80
Core net profit (23.36) (326.50) (362.34) (180.30) (410.26) 49 45 60
Core EPS (0.02) (0.31) (0.22) (0.11)  (0.25) 20 3 40
EBITDA 430 161 129 349 143 1.0 20

0.0 - T T T T T T 0

KEY RATIOS 2Q14 4Q14 2Q15 4Q15
Gross margin (%) 10 (10) (15) 5 (14)
EBITDA rmergin (%) 34 16 14 28 13
Operating margin (%) 7 (19) (24) (3) (24) Btm s Acoum. Proft (Bt,m) %
Net margin (%) ) (34) (43)  (14)  (138) 500 —1:): FY Profit oo 150
Core profit margin (%) (2) (33) (38) (15) (37) 0 4 100
BV (BY) 15 14 15 16 14 (500) 5
ROE (%) (1) (9) (10) 4) (35) (1,000)
ROA (%) (0) (5) (5) (2 (19) (1,500) 0
Current ratio (x) 1 0 0 1 0 (2,000) (198) (50)
Gearing ratio (x) 1 1 1 1 1 (2,500) (100)
Interest coverage (x) 1 nm n.m. n.m. n.m. (3,000) (150)

2Q14 4Q14 2Q15 4Q15
QUARTERLY BALANCE SHEET (Btm)

Cash & Equivalent 535 335 1,936 632 454 Gross profit margin

Accounts receivable 318 293 259 245 241 %

e FY GPM (%) Gross margin (%)
Inventory 0 0 0 0 0 20
PP&E-net 22,071 22,414 23,685 25187 25330 15
Other assets 4665 4873 4861 6540 6,099 10
Total assets 27,909 28,238 31,048 32,926 32,458 g
Accounts payable 128 208 86 69 99 )
ST debts & current portion 812 7,697 4,821 1,644 5,604 (10)
Long-term debt 11,101 4,936 8,406 12355 9,206 (15)
Other liabilities 73 75 76 77 82 (20) ot st s 4015
Total liabilities 12,625 13,473 14,019 14,764 15972 Q Q Q Q
Paid-up capital 1,040 1,040 1559 1,559 1,559
Share premium 584 584 2,140 2,140 2,140 )
Retained earnings 14551 14215 13813 13637 12,122 % —=rl b A
Shareholders equity 15,285 14,767 17,030 18,164 16,488 ]g
Minority interests (1) 1) (1) 1) (2) 5 W
Total Liab.&Shareholders' equity 27,909 28,238 31,048 32,926 32,458 (g) % N % < : |
Key operating data 4Q14 1Q15 2Q15 3Q15  4Q15 E]g;
TC rate (US$/day/ship) 8,032.0 6,074.0 5,757.0 7,2820 5,950.0 (20)
No.of operating days (days) 3,967.0 4,050.0 4,146.0 4,140.0 4,140.0 (25)
No.of ships 440 450 450 450 450 G0 e 1014 sats 15

Company profile

Precious Shipping Public Company Limited (PSL) is a pure dry cargo shipowner. The company is operating in the small handy and supramax sub-sectors. PSL’s

fleet size now stands at 45 ships with a total capacity of 1,557,173 DWT.

PSL-3



BUALUANG
G SECURITIES

Figure 1: 4Q15 results

FY Ended 31 Dec (Btm) 4Q15 4Q14 YoY % 3Q15 QoQ 2015 2014 YoY %

%
Income Statement
Revenue 1,095 1,254 (13 1,237 (11) 4,257 4,585 (7)
Conoesdenices (1288) (1129 1 (9 8 S 699 1. Revenue conlraction was due
EBIT (264) 85 (411) 0)  nm (724) 338 nm to lower freight rates both YoY
Interest expense (151) (109) 39 (144) 5 (565) (425) 33 and QoQ
Other income/exp. 1 1 (19 0 457 2 5 (59
Equity earnings from affiliates 4 5 (5 3 65 8 8 8 o OPEX per day per ship slid
Extra items (1,103) 3 nm 6 nm (1,146) (6) nm YoY but was stable QoQ
EBT (414) (23) nm (183) nm  (1,286) (82 nm
lc\:,l(.)rpo.rat.e tax © ® (69 0 nm @ @ amo Depreciation expenses rose

inority interest 0 0 nm 0 nm 0 2 nm X
Net profit (loss) (1,513) 1) nm (175) nm  (2,426) (80) nm both YoY and QoQ in tandem
Reported EPS (130)  (0.02) nm  (015) nm  (130) (0.02) nm  Withfleet expansion
Core net profit (410) (23) nm (180) nm  (1,279) (74) nm
¢ Higher loans outstanding

Key ratios
Gross margin (%) (13.6) 10.3 4.7 (7.9) 12.9 . .
EBITDA margin (%) 13.1 34.3 28.2 18.4 35.0 e Gain on disposal of current
EBIT margin (%) (24.1) 6.8 (3.2) (17.0) 7.4 investment
Tax rate (%) (0.1) (23.9) 0.1 (0.1) (2.7)
Net margin (%) (138.2) (1.6) (14.1) (57.0) (1.7) e Loss on sales of vessel
Current ratio (x) 0.2 0.9 0.6 0.2 0.9
Gearing ratio (x) 0- 0.8 0.8 0.9 0.8 e Loss on impairment of assets
Interest coverage (x) n.m. 0.8 n.m. (1.3) 0.8
Balance Sheet ¢ Bad debt expense
Cash & Equivalent 454 535 (15) 632 (28)
Total assets . 32,458 27,909 16 32,926 (1) e An FX loss
ST debts & current portion 5,604 812 590 1,644 241
Long-term debt 9,206 11,101  (17) 12,355  (25)
Total liabilities 15,972 12,625 27 14,764 8 e Core loss was in line with our
Retained earnings 12,122 14,551 (17) 13,637 (11) forecast
Shareholders equity 16,488 15,285 8 18,164 9)
Minority interests (2) (1) nm (1) nm « Net loss was deeper than our
BV (Bt) 14.1 14.7 4) 15.6 (9)

estimate

Sources: Company data, Bualuang Research estimates

PSL-4
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Regional Comparisons

Bloomberg Price

Code (local curr.)

U-Ming Marine Transport Corp 2606 TT TWD24.9
Sincere Navigation 2605 TT TWD19.2
China Shipping Development 1138 HK HKD4.7
Kawasaki Kisen Kaisha 9107 JP JPY194.0
Mitsui Osk Lines 9104 JP JPY226.0
Neptune Orient Lines NOL SP SGD1.3
Precious Shipping PSL TB THB5.00
Thoresen Thai Agencies TTATB THB7.20

Simple average

Marke!

t Cap
(Uss$

equivalent)

632
328
3,324
1,576
2,357
2,313
219
426

Div Yield (%)

4.2
5.5
1.6
27
23
0.3
0.0
0.4
21

3.7
5.6
24
3.0
2.7
0.4
0.0
2.0
25

PER (x) EPS Growth (%) PBV (x) ROE (%)
2015E 2016E 2015E 2016E 2015E 2016E 2015E 2016E 2015E 2016E
241 755 -86.0 -252.9 0.8 0.8 3.1 2.9
11.3 11.8 12.9 -4.4 0.6 0.6 5.3 4.9
16.0 10.6  187.0 26.3 0.6 0.6 4.2 4.3
15.4 10.0 -55.9 54.4 04 0.4 2.8 4.3
16.5 82 -89.2 6276 0.3 0.3 0.2 4.5
n.a. na. -372.6 -102.6 0.9 09 318 -2.1
n.m. n.m. n.m. n.m. 0.5 05 -153 -3.8
119.1 22.0 -894 4420 04 0.4 0.5 24
33.7 23.0 -70.5 1129 0.6 0.6 4.1 2.2

PER band versus SD (next 12 months)
X

+1.5 SD = 193.056x

+1.0 SD = 133.93x

80

70 +0.5 SD = 74.81x

60

50

40

30

20 LT-average = 15.69x

10 -0.3 SD =-19.78x
0. ‘ . ‘ ‘ ‘ ‘ | ‘ —0.‘6 SD ‘= —55.2|5x
YEO6 YEO8 YE10 YEO012 YE14 YE16

PER band and share price

-10

-20
YEO4

YEO06

YEO8 YE10  YEO12  YE14

YE16

PBV band versus SD (next 12 months)
X

3.0
25 +3.0 SD = 2.49x
+2.0 SD =2.07x
2.0
+1.0 SD = 1.66x
1.5

IT-average = 1.25x

1.0 -1.0 SD = 0.84x

05 -2.0 SD = 0.42x

0.0 - T T T T T T T . . T
YE04 YE06 YEO08 YE10 YEO012 YE14 YE16

PBV band and share price

50
40
30
1.7x
20 1.5x
1.3x
10 1.1x
0.9x
0 ‘ — —_— ——0.7x
YEO4  YEO6 YE08 YE10 YE012 YE14  YE16

Foreign holdings

% ‘ — PSL Trans

50
40

30
20

10
0 T T

37.6

8/15 9/15 10/15 11/15 12/15

116
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DISCLAIMER

BUALUANG SECURITIES PUBLIC COMPANY LIMITED (BLS) is a subsidiary of BANGKOK BANK PUBLIC COMPANY LIMITED (BBL). This document
is produced based upon sources believed to be reliable but their accuracy, completeness or correctness is not guaranteed. The statements or
expressions of opinion herein were arrived at after due and careful consideration to use as information for investment. Expressions of opinion contained
herein are subject to change without notice. This document is not, and should not be construed as, an offer or the solicitation of an offer to buy or sell
any securities. The use of any information shall be at the sole discretion and risk of the user.

Bualuang Securities Public Company Limited

BUALUANG SECURITIES PUBLIC COMPANY LIMITED MAY BE IN RELATIONSHIP WITH THE SECURITIES IN THIS REPORT. “Opinions,
projections and other information contained in this report are based upon sources believed to be accurate including the draft prospectus, but no
responsibility is accepted for any loss occasioned by reliance placed upon the contents hereof. Bualuang Securities Public Company Limited may from
time to time perform investment, advisory or other services for companies mentioned in this report, as well as dealing (as principal or otherwise) in, or
otherwise being interested in, any securities mentioned herein, This report does not constitute a solicitation to buy or sell any securities”. Investors
should carefully read details in the prospectus before making investment decision.

BUALUANG SECURITIES PUBLIC COMPANY LIMITED MAY ACT AS MARKET MAKER AND ISSUER OF DWs, AND ISSUER OF STRUCTURED
NOTES ON THESE SECURITIES. The company may prepare the research reports on those underlying securities. Investors should carefully read the
details of the derivative warrants and structured notes in the prospectus before making investment decisions.

BUALUANG SECURITIES PUBLIC COMPANY LIMITED IS OR MAY BE AN UNDERWRITER/CO-UNDERWRITER/JOINT LEAD IN RESPECT OF
THE INITIAL PUBLIC OFFERING (“IPO”) OF SECURITIES.

Lead underwriter/
Underwriter/
Co-underwriter

Financial Advisor

CG Rating
Score Range Score Range Description
90 - 100 AbLALA Excellent
80 - 89 AALAA Very Good
70-79 AAA Good
60 — 69 AA Satisfactory
50 — 00359 A Pass
Below 50 No logo given N/A
Anti-Corruption Progress Indicator
Level Description
5 Extended
4 Certified
3B Established by Commitment and Policy
3A Established by Declaration of Intent
2 Declared
Committed

Partially progress
No progress

Partially progress
No progress

PSL -6
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CORPORATE GOVERNANCE REPORT DISCLAIMER

This research report was prepared by Bualuang Securities Public Company Limited and refers to research prepared by Morgan Stanley. Morgan Stanley
does not warrant or guarantee the accuracy or completeness of its research reports. Morgan Stanley reserves copyright and other proprietary rights in
the material reproduced in this report. Morgan Stanley is under no obligation to inform Bualuang Securities or you if the views or information referred to
or reproduced in this research report change.

Corporate Governance Report disclaimer

The disclosure of the survey result of the Thai Institute of Directors Association (“lOD”) 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 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. Bualuang Securities Public Company Limited does not conform nor certify the accuracy of such survey result.

"Disclaimer: The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by the
relevant institution as disclosed by the Office of the Securities and Exchange Commission, is made in order to comply with the policy and sustainable
development plan for the listed companies. The relevant institution made this assessment based on the information received from the listed company,
as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-
2), or other relevant documents or reports of such listed company . The assessment result is therefore made from the perspective of a third party. It is
not an assessment of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date
appearing in the assessment result, it may be changed after that date or when there is any change to the relevant information. Nevertheless, [*]
Securities Company Limited does not confirm, verify, or certify the accuracy and completeness of the assessment result."

BUALUANG RESEARCH — RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS SECTOR RECOMMENDATIONS

BUY: Expected positive total returns of 15% or more over the next 12 OVERWEIGHT: The industry, as defined by the analyst's coverage universe, is
months. expected to outperform the relevant primary market index over the next 12 months.
HOLD: Expected total returns of between -15% and +15% over the next 12 NEUTRAL: The industry, as defined by the analyst's coverage universe, is
months. expected to perform in line with the relevant primary market index over the next 12
SELL: Expected negative total returns of 15% or more over the next 12 months.

months. UNDERWEIGHT: The industry, as defined by the analyst's coverage universe, is
TRADING BUY: Expected positive total returns of 15% or more over the next expected to underperform the relevant primary market index over the next 12

3 months. months.
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