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Forecasts and Valuation  

 
FY Dec (Bt m)  2012A 2013A 2014F 2015F

Turnover 4,344 2,481 3,164 5,400
EBITDA 223 339 389 726
Pre-tax Profit 291 159 338 629
Net Profit 212 108 260 465
Net Pft (Pre Ex.) 212 108 260 465
EPS (Bt) 0.71 0.13 0.32 0.56
EPS Pre Ex. (Bt) 0.71 0.13 0.32 0.56
EPS Gth Pre Ex (%) 61 -82 149 78
Diluted EPS (Bt) 0.71 0.13 0.32 0.56
Net DPS (Bt) 0.05 0.05 0.13 0.23
BV Per Share (Bt) 2.94 1.41 1.72 2.27
PE (X) 9.1 50.8 20.4 11.5
PE Pre Ex. (X) 9.1 50.8 20.4 11.5
EV/EBITDA (X) 23.3 15.3 13.4 7.2
Net Div Yield (%) 0.78 0.78 1.96 3.49
P/Book Value (X) 5.36 4.60 3.75 2.82
Net Debt/Equity (X) CASH CASH CASH CASH
ROAE (%) 24% 10% 20% 28%
    
Consensus EPS (Bt):  na 0.29 na
Other Broker Recs:  B: 1 S: 0 H: 0
 
ICB Industry : Industrials 
ICB Sector: Construction & Materials 
Principal Business: Leading engineering and construction company 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
At A Glance

Issued Capital (m shrs) 1,694 
Mkt. Cap (Btm/US$m) 5,329 / 161 
Major Shareholders  
 KPK 1999 Ltd (%) 25.0 
 Samlee Corporation  (%) 12.1 
 Citibank Nominees Singapore Pte Ltd-Ubs Ag 
LDN Branch A/C Client Nrbs  (%) 

3.4 

Free Float (%) 61.9 
Avg. Daily Vol.(‘000) 35,318 

 

Source of all data: Company, DBS Vickers, Bloomberg

DBS Group Research . Equity  27 Jan 2015 

Thailand Equity Explorer 

TRC Construction  
Bloomberg: TRC TB  |  Reuters: TRC.BK 

PTT’s favoured contractor, with 
potash mine catalyst 
 
 An EPC contractor likely to see backlog increase to 2x 2015F 

revenue with more PTT’s work award in 1Q15 

 A joint venture with China Railway has been set up, paving the way 

for civil work bidding 

 Potash mine licence award in 2Q15 could be a transforming 

catalyst and lead to Bt0.56 and Bt1.16 EPS in 2015-16F 

BUY for 30% potential upside We view TRC Construction 
positively and have a 2015F price target of Bt8.40. This is derived 
by multiplying 2015F EPS forecast of Bt0.56 (Bt0.38 from EPC 
work and Bt0.17 from potash mine construction) by 15x PER. 
Profitability this year should be driven by new EPC work to be 
awarded by PTT and the start of potash mine construction, 
which will continue to be a significant revenue generator up to 
2018F. 
 
EPC and civil work TRC is currently working on three gas pipeline 
projects for PTT. We expect the company to receive another 
contract in 1Q15. This will take the company’s backlog to 7.1bn 
or an equivalent to almost twice our revenue forecast for 2015F. 
TRC has also set up a joint venture with China Railway. We view 
this development positively with new abundance of civil work 
opportunity. 
 
Potash mine TRC holds a 4% stake in ASEAN Potash Mining 
which owns a potash mine in Chaiyaphum province with a 
reserve of 420m tonnes. Production could start in 2018 with the 
potential for 1.1m tonnes of annual production. More crucially 
to our investment thesis, TRC is likely to be the construction firm 
and recognise construction revenue totaling Bt30bn over three 
years. 

SMC Research 
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EXISTING BUISINESS 

Energy and petrochemical EPC contractor. TRC Construction has 

been in the engineering, procurement and construction business 

since 1998. Its expertise is in pipeline construction and plant 

construction and installation for energy and petrochemical 

industries. The company counts PTT companies, Dow Chemical, 

SCC, AMATA, Total, and GLOW amongst its customers. 
 
 

 

 

Backlog stands at Bt3.4bn with another Bt3.7bn pending. At end-

2014, we estimate that TRC has remaining Bt3.4bn worth of 

uncompleted work remaining (table 1). We also assign a high 

probability that PTT will award the company with a new recoating 

work for its transmission pipeline no.1 this quarter. This will take the 

total backlog to Bt7.1bn which would be equivalent to almost twice 

our 2015F revenue estimate. 

 

Table 1 : Summary of Backlog 

        To be recognised 

Project Owner Project Size Backlog 4Q14F 2015F 2016F 

Nakhon Ratchasima Pipeline PTT 1,653 1,409 222 890 297 

Navanakorn -Rangsit Pipeline PTT 1,073 426 183 244 

Natural Gas Pressure Reduction Station PTT 154 135 68 68 

CUP-1 to PPCL no. 2 Pipeline PTTGC 149 75 75 

GUT Gas Pipeline Gulf 1,590 31 31 

Biodiesel Expansion BCP 1,200 1,200 133 800 267 

Ayutthaya Energy Laboratory PTT 275 135 58 77 

Kanchanaburi Pipeline PTT 222 58 35 23 

Incinerator Project Trans-Thai Malaysia 884 884 126 505 253 

Others Others 156 18 18 

Total 7,354 4,371 949 2,607 816 

New work - Pipeline Recoating PTT 3,700 3,700 0 740 987 

Total   11,054 8,071 949 3,347 1,802 

Source: Company, DBS Vickers 

 

2015F profit from construction. With an increased backlog, we 

estimate that the company could achieve a 20% growth in revenue 

this year. Coupled with a sustained gross profit margin above 21% 

(and 9% net profit margin), we estimate that TRC's net profit from 

construction this year would be Bt321m or equivalent to Bt0.38 EPS. 

 

2015F valuation based on EPC business. In line with other small 

contractors under our coverage, we value TRC at 15x PER. This 

implies our opinion that TRC shares are worth Bt6.00 each based on 

the consideration of existing business alone.  
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POTASH MINE 

ASEAN Potash Mining PCL. TRC’s potash interest is contained in 

ASEAN Potash Mining PCL (APMC) in which the company is the 

sixth largest shareholder and holds a 4.5% stake (table 2).  APMC 

owns a total area of approximately 9,700 rai in Chaiyaphum 

province. In 2011, the Ministry of Natural Resources and 

Environment declared the company’s land to be a mining concession 

area. A survey was conducted to derive a potash reserve estimate of 

420m tonnes. 

Table 2 : ASEAN Potash Mining PCL shareholders 

 

Ministry of 
Finance 
Thailand

27%

Teparak 
International

13%

Bangchak 
Petroleum

13%

PT Petrokimia 
Gresik 

Indonesia
11%

Ministry of 
Finance 
Malaysia

11%

TRC 
International

4%

Others
21%

 
Source: Company, DBS Vickers 
 
EHIA permit received. Aside from the fact that APMC was set up 

according to an Association of Southeast Asian Nations (ASEAN) 

initiative, it is equally important to note that the company has 

submitted an application for and received an environmental and 

health impact assessment (EHIA) permit. Consequently, we expect 

APMC to be the fastest to start mine construction should the 

government begin granting mine operating licences. 

 

Mine operating licence grant in 2Q15. As recently as last Monday, 

Thailand’s deputy prime minister in charge of the economy 

reiterated that potash is a resource that Thailand has not fully 

utilised and the country now has the technology to mine the mineral 

cleanly. The deputy prime minister has also stated that he expects 

the first mining contract to be signed in 1Q15, followed by the 

second and third contracts in 2Q15 and 4Q15 respectively. 

We are expecting the government to grant APMC an operating 

licence by 2Q15 at the latest. 

 

Economic benefit for TRC. The mine construction is expected to take 

three years. Consequently, mineral sale is expected to begin only 

after 2018. In the meanwhile, we expect TRC to be awarded the 

mine construction contract, given its position as one of its 

shareholders. Note also that TRC’s CEO is AMPC’s ‘advisor for mine 

construction.’ 

 

The potash mine construction is estimated to cost Bt30bn starting 

from 4Q15 with a guided net profit margin of 8%. Based on this 

guidance, contribution to TRC’s revenue and net profit from mine 

construction could be Bt1.8bn and Bt144m (Bt0.17 EPS) 

respectively. With full-year contribution in 2016F, contribution could 

rise to Bt8.0bn and Bt640m (0.75 EPS). 

 

 

FUTURE WORK 

PTT’s gas transmission pipeline no. 5. We would also highlight PTT’s 

announcement of its intention to construct a new gas transmission 

pipeline from the eastern to western Thailand which could cost up 

to Bt100bn. We expect TRC to gain some pipeline installation 

contracts for this project. 

 

Railroad infrastructure. TRC has formed a joint venture with China 

Railway No.3 Engineering Group, a subsidiary of China Railway, with 

an aim to bid for civil work, starting with a dual-track railway 

installation. We think that this could be another ‘game changer’ 

with new abundance of civil work opportunities but initially, it looks 

like the company will start small by bidding for Bt1bn worth of work 

to be completed in 2015-16. 

 

Table 3 : List of Notable Potential Projects 

Type Bt, m. Period 

Natural Gas Pipeline 

   1. Gas Transmission Pipeline 8,000 2015-18 

   2. SPPs 3,000 2015-18 

Processing Plant 

   1. Waste to Energy 2,000 2015-16 

   2. Compressed Bio-methane Gas Plant 70 2015-16 

Infrastructure Work 

   1. Railway Track 1,000 2015-16 

Source: Company, DBS Vickers 
 

 

RISKS 

Competition and customer concentration risk. TRC is not the only 

EPC contractor with close relationship with PTT. As an example, we 

believed that Toyo-Thai Engineering and Construction (TTCL) has 

also submitted a bid for the recoating of PTT’s transmission pipeline 

no.1, albeit at a higher price. 
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INCOME STATEMENT FORECAST 

 (Btm) 2011 2012 1Q13 2Q13 3Q13 4Q13 2013 1Q14 2Q14 3Q14 4Q14F 2014F 2015F 2016F

Construction services 2,225 4,315 640 534 717 590 2,481 726 686 802 949 3,164 3,600 3,600

Sales 3 0 0 0 0 45 45 0 0 0 0 0 0 0

Interest income 11 7 0 1 0 1 3 0 1 1 1 3 3 3

Other income 23 22 2 9 1 16 29 2 10 3 17 31 30 30

Operating revenue 2,262 4,344 642 544 719 652 2,558 728 696 807 967 3,198 3,633 3,633

                

Construction costs 1,899 3,849 572 479 607 448 2,106 608 542 613 760 2,524 2,827 2,827

Sales cost 2 0 0 0 0 42 42 0 0 0 0 0 0 0

SG&A 183 198 54 45 69 62 231 74 84 79 102 338 393 393

Doubtful debt 2 0 0 0 0 16 16 0 0 0 0 0 0 0

Operating cost 2,088 4,048 626 524 676 569 2,395 682 626 692 862 2,862 3,220 3,220

                

Share of profit from associates 0 0 0 0 0 0 0 -2 -1 8 0 5 10 10

EBIT 174 296 16 20 43 83 163 45 70 122 105 342 423 423

Interest cost 4 5 1 1 1 0 3 1 1 1 1 4 4 4

EBT 170 291 15 19 42 83 159 43 69 121 105 338 419 419

Tax 13 79 9 6 16 21 51 10 17 27 25 78 98 98

Net profit 158 212 6 13 27 62 108 33 52 95 80 260 321 321

EPS (Bt)                 0.32 0.38 0.38

                

Gross margin 15% 11% 11% 10% 15% 24% 15% 16% 21% 24% 20% 20% 21% 21%

SG&A margin 8% 5% 9% 8% 10% 11% 9% 10% 12% 10% 11% 11% 11% 10%

Operating margin 8% 7% 3% 4% 6% 14% 7% 6% 10% 14% 11% 11% 11% 11%

Tax rate 7% 27% 60% 30% 37% 26% 32% 22% 24% 23% 23% 23% 23% 23%

Net margin 7% 5% 1% 3% 4% 10% 4% 5% 8% 12% 8% 8% 9% 9%

                

Potash mine construction               

Construction revenue                 0 1,800 8,000

Guided net margin                 n.a. 8% 8%

Net profit from potash mine construction                 0 144 640

EPS (Bt)                 0.00 0.17 0.75

All-in with potash mine            

Total revenue                 3,164 5,400 11,600

Blended net margin                 8% 9% 8%

Net profit                 260 465 961

EPS (Bt)                 0.32 0.56 1.16
Source: Company, DBS Vickers 
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DBSV recommendations are based an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10 to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return i.e.  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame) 

Share price appreciation + dividends 
 
GENERAL DISCLOSURE/DISCLAIMER 
This report is prepared by DBS Vickers Securities (Thailand) Co., Ltd. (“DBSVT”), a direct wholly-owned subsidiary of DBS Vickers Securities 
(Singapore) Pte Ltd ("DBSVS") and an indirect wholly-owned subsidiary of DBS Vickers Securities Holdings Pte Ltd ("DBSVH").  This report is 
intended for clients of DBSV Group only and no part of this document may  be (i) copied, photocopied or duplicated in any form or by any 
means or  (ii) redistributed without the prior written consent of DBSVR. 
 
The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to 
DBSVT and/or DBSVH) do not make any representation or warranty as to its accuracy, completeness or correctness.  Opinions expressed are 
subject to change without notice.  This document is prepared for general circulation.  Any recommendation contained in this document does 
not have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee.  This document is 
for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain 
separate independent legal or financial advice.  DBSVT accepts no liability whatsoever for any direct, indirect and/or consequential loss 
(including any claims for loss of profit) arising from any use of and/or reliance upon this document and/or further communication given in 
relation to this document.  This document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities.   DBSVH is 
a wholly-owned subsidiary of DBS Bank Ltd.  DBS Bank Ltd along with its affiliates and/or persons associated with any of them may from time 
to time have interests in the securities mentioned in this document.  DBSVT, DBS Bank Ltd and their 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 and other banking services for these companies.   
 
Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there 
can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk 
assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or 
condensed and it may not contain all material information concerning the company (or companies) referred to in this report. 
 
The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and 
assumptions and are inherently subject to significant uncertainties and contingencies.  It can be expected that one or more of the estimates on 
which the valuations, opinions, estimates, forecasts, 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, ratings or risk assessments described herein IS NOT TO 
BE RELIED UPON as a representation and/or warranty by DBSVT and/or DBSVH (and/or any persons associated with the aforesaid entities), 
that:  
 
(a) such  valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and  
(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments stated therein. 
 
Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 
mentioned herein.  They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to 
the commodity referred to in this report.  
 
DBS Vickers Securities (USA) Inc ("DBSVUSA")"), a U.S.-registered broker-dealer, does not have its own investment banking or research 
department, nor has it participated in any investment banking transaction as a manager or co-manager in the past twelve months.  
 
ANALYST CERTIFICATION 
The research analyst primarily responsible for the content of this research report, in part or in whole, certifies that the views about the 
companies and their securities expressed in this report accurately reflect his/her personal views. The analyst also certifies that no part of his/her 
compensation was, is, or will be, directly, or indirectly, related to specific recommendations or views expressed in this report. As of the date 
the report is published, the analyst and his/her spouse and/or relatives who are financially dependent on the analyst, do not hold interests in 
the securities recommended in this report (“interest” includes direct or indirect ownership of securities). 
 
COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Vickers Securities  (Thailand) Co., Ltd. and its subsidiaries do not have a proprietary position in the mentioned company as of    
23 Jan 2015.  
 

2. DBSVT, DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates of DBSVUSA, may beneficially own a total of 1% or more of any 
class of common equity securities of the mentioned company as of 26 Jan 2015. 
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3. Compensation for investment banking services: 

 i. DBSVT, DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates of DBSVUSA may have received compensation, within the 
past 12 months, and within the next 3 months have receive or intends to seek compensation for investment banking 
services from the mentioned company 

 

 ii. DBSVUSA does not have its own investment banking or research department, nor has it participated in any investment 
banking transaction as a manager or co-manager in the past twelve months. Any US persons wishing to obtain further 
information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed 
in this document should contact DBSVUSA exclusively. 

RESTRICTIONS ON DISTRIBUTION 
General 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 law or regulation. 

Australia This report is being distributed in Australia by DBS Bank Ltd. (“DBS”) or DBS Vickers Securities (Singapore) Pte Ltd 
(“DBSVS”), both of which are exempted from the requirement to hold an Australian Financial Services Licence under the 
Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS and DBSVS are 
regulated by the Monetary Authority of Singapore under the laws of Singapore, which differ from Australian laws. 
Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 

Hong Kong This report is being distributed in Hong Kong by DBS Vickers (Hong Kong) Limited which is licensed and regulated by the 
Hong Kong Securities and Futures Commission. 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Securities Indonesia.  

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR") (formerly known as HwangDBS Vickers 
Research Sdn Bhd). Recipients of this report, received from ADBSR are to contact the undersigned at 603-2604 3333  in 
respect of any matters arising from or in connection with this report. In addition to the General Disclosure/Disclaimer  
found at the preceding page, recipients of this report are advised that ADBSR (the preparer of this report), its holding 
company Alliance Investment Bank Berhad, their respective connected and associated corporations, affiliates, their 
directors, officers, employees, agents and parties related or associated with any of them may have positions in, and may 
effect transactions in the securities mentioned herein and may also perform or seek to perform broking, investment  
banking/corporate advisory and other services for the subject companies. They may also have received compensation 
and/or seek to obtain compensation for broking, investment banking/corporate advisory and other services from the 
subject companies. 

 
Wong Ming Tek, Executive Director, ADBSR 

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No. 
198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the 
Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign 
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial 
Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert 
Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report to such 
persons only to the extent required by law.  Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters 
arising from, or in connection with the report. 

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are 
only intended for institutional clients only and no other person may act upon it.  

United Kingdom This report is being distributed in the UK by DBS Vickers Securities (UK) Ltd, who is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in the 
UK is intended only for institutional clients. 

Dubai 

 

This research report is being distributed in The Dubai International Financial Centre (“DIFC”) by DBS Bank Ltd., (DIFC 
Branch) having its office at PO Box 506538, 3rd Floor, Building 3, East Wing, Gate Precinct, Dubai International Financial 
Centre (DIFC), Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated by The Dubai Financial Services 
Authority. This research report is intended only for professional clients (as defined in the DFSA rulebook) and no other 
person may act upon it. 

United States Neither this report nor any copy hereof may be taken or distributed into the United States or to any U.S. person except in 
compliance with any applicable U.S. laws and regulations.. It is being distributed in the United States by DBSVUSA, which 
accepts responsibility for its contents. Any U.S. person receiving this report who wishes to effect transactions in any 
securities referred to herein should contact DBSVUSA directly and not its affiliate. 

Other 
jurisdictions 

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 

DBS Vickers Securities (Thailand) Co., Ltd. – 989 Siam Tower, 9th, 14th-15th Floor, 
Rama 1 Road, Pathumwan, BangkokThailand 10330 

Tel. 66 2 657 7831, Fax: 66 2 658 1269 


