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Market overreacts to recent setbacks  
We maintain our Outperform rating on TRC with a new target price of Bt1.91 

(down from Bt2.37) following our earnings cut. We believe the 8.1% drop in 

TRC’s share price over the past few weeks was an overreaction by the market 

to recent negative factors, including the potential impacts of an accident at 

the firm’s key project, a potential delay in construction at a potash mine 

project and a decline in the potash price. We revise down our 2016-18 

earnings growth forecasts by 0.7-17% to 16.5%, 1.3% and 25.5% 

respectively.  

Investment highlights 

► 2016-18 earnings cut. We cut our 2016-18 earnings forecasts by 17.7%, 0.7% 

and 1.7% to reflect a potential 3- to 6-month delay in the construction of APOT’s 

potash mine, which will mainly impact our revenue forecast for 2016, pulling it 

down by about 20%. This is despite the fact that it received a letter of award (LoA) 

for Bt39bn of construction work at the APOT mine project in 4Q15, which has 

boosted its potential backlog and secured TRC’s revenue outlook. We now forecast 

earnings growth of 16.5%, 1.3% and 25.5% in 2016-18. 

► Delay at APOT potash project. We have been informed that the construction of 

APOT’s potash mine is likely to be delayed as financial closing for the project has 

yet to be completed. APOT said it is working on this issue and expressed confidence 

that closing would be completed in the near future. However, this could result in a 

delay in construction of the potash mine of about 3 to 6 months and will also impact 

TRC’s investment value, as TRC currently holds a 22.87% share in ASEAN Potash 

Mining Public Company Limited (APOT). 

► EPC business outlook intact. After reporting 1Q16 revenue of Bt1.1bn, TRC’s 

backlog stood at Bt5.4bn, which implies 0.8 times of our 2016 revenue forecast. 

Excluding LoA from APOT, TRC is participating in bidding for three construction 

projects with a combined value of Bt10-11bn, results for all of which are expected 

to be announced by 3Q16. The projects are the provincial gas transmission 

extension project, the CO2 Remover project and the 5th gas pipeline network. TRC 

is one of three or four contractors who have joined tendering in each project. We 

believe it has a good chance of winning at least one. Therefore, we believe our 

revised revenue forecasts will be achieved. 

► Investment value trimmed to reflect lower potash price. As TRC hold about 

22% in APOT’s potash mine, the weakening potash spot price could impact its 

investment value. The potash spot price recently fell below USD270 per ton—

significantly lower than our assumption of USD350 per ton. As such, we revise down 

our potash price assumption to USD322 per ton based on a 1-year average price 

and domestic fertilizer cost. However, we still expect the project to be profitable, 

as its operating cost should be below our current assumption of around USD130-

160 per ton. We estimate the value contribution of TRC’s portion at Bt1.0bn, or 

Bt0.19 per TRC share. 

Valuation 

► We cut our 2016 sum-of-the-parts-based TP for TRC to Bt1.91 from Bt2.37 

following downward revisions of our earnings and investment value estimates. The 

potential delay in construction of APOT’s potash mine, if prolonged, will clearly have 

a negative impact on our forecasts, but we believe the 8.1% drop in the share price 

was overdone. The fall in the stock price has created potential upside to our new 

target price. We thus maintain our Outperform rating on TRC.  

TRC TB Outperform 

Target Price Bt1.91 

Close Price (01/06/2016) Bt 1.66 

Upside/Downside % 15.06 

Valuation SOTP 

Sector Construction Services 

Market Cap Btm 8,522  

30-day avg t/o Btm 63 

No. of shares m 5,134 

CG Scoring  Very Good 

Anti-Corruption Indicator 1 
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Year end Dec 31 2015A 2016E 2017E 2018E

Company Financials

Revenue (Bt m) 3,880 6,614 13,238 19,173

Core profit (Bt m) 306 401 406 510

Net profit (Bt m) 306 401 406 510

Net EPS (Bt) 0.07 0.08 0.08 0.10

DPS (Bt) 0.03 0.04 0.04 0.05

BV/shr (Bt) 0.54 0.54 0.58 0.64

Net EPS growth (%) -87.05 16.48 1.32 25.47

ROA (%) 6.69 5.17 3.37 3.05

ROE (%) 12.64 14.72 13.87 15.75

Net D/E (x) 0.49-    0.08    1.14    0.57    

Valuation

PE (x) 30.16 25.89 25.55 20.37

PBV (x) 3.78 3.78 3.51 3.18

EV/EBITDA (x) 1.06 2.75 6.89 4.06

Dividend yield (%) 1.66 1.93 1.96 2.45
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Potential delay at mine could impact forecast 

Construction postponed at APOT potash project  

We have been informed that the construction of APOT’s potash mine is likely to be delayed as financial 

closing for the project is incomplete. Two key concerns on which lenders have sought clarification from 

APOT are: 1) the government’s recent shutdown order for Akara Resource Pcl’s Chatree Gold mine due 

to pollution concerns; and 2) the as-yet only partial equity injection from APOT’s main shareholders. 

APOT said it was working on these issues and expressed confidence that closing would be completed in 

the near future. However, these two factors could result in a delay in construction of the potash mine of 

about 3 to 6 months, which could impact TRC’s construction revenue forecasts for 2016-18, as it was 

expected to be a key revenue contributor during the period. They will also impact TRC’s investment value, 

as TRC currently holds a 22.87% share of APOT. 

2016-18 earnings revised down on potential delay 

We cut our 2016-18 earnings forecasts by 17.7%, 0.7% and 1.7% to reflect a potential 3- to 6-month 

delay in the construction of APOT’s potash mine, which will mainly impact our revenue forecast for 2016, 

pulling it down by about 20%. This is despite the fact that it received an LoA for Bt39bn of construction 

work at the APOT mine project in 4Q15, which has boosted its potential backlog and secured TRC’s 

revenue outlook. We now forecast earnings growth of 16.5%, 1.3% and 25.5% in 2016-18. 

Fig 1  Earnings revision table  

 
Source: TRC and KS 

EPC business outlook intact  

After reporting 1Q16 revenue of Bt1.1bn, TRC’s backlog stood at Bt5.4bn, which implies 0.8 times of our 

2016 revenue forecast. Excluding LoA from APOT, TRC is participating in bidding for three construction 

projects with a combined value of Bt10-11bn, results of all of which are expected to be announced by 

3Q16. Therefore, we believe our revised revenue forecast will be achieved. Those projects are: 

- Provincial gas transmission extension project: There are four contractors participating in project 

tendering, which began in April. The winner is expected to be announced in June 2016. 

- CO2 remover project: Three contractors have joined the project bidding, for which documents 

were submitted in late April. A result is expected in late June or early July. 

- The 5th gas pipeline network: TRC expects tendering to be held in 3Q16. 

New Previous % change New Previous % change New Previous % change

Financials

Sales (Brmn) 6,614 8,303 -20.35 13,238 13,248 -0.08 19,173 20,873 -8.14 

Costs of sales (Btmn) -5,606 -7,153 -21.63 -11,879 -11,896 -0.14 -17,356 -18,920 -8.27 

SG&A (Btmn) -496 -540 -8.09 -900 -848 6.17 -1,304 -1,315 -0.85 

Net Profit (Btmn) 401 488 -17.76 406 409 -0.76 510 516 -1.30 

EPS (Brmn) 0.08 0.10 -17.76 0.08 0.08 -0.76 0.10 0.10 -1.30 

Performance Drivers % change % change % change

New contract sign 39,000 39,000 0.00 5,000 5,000 0.00 5,000 5,000 0.00

Key assumptions & ratios (%) ppt ppt ppt

Sales growth (%) 70.45 114.00 -43.54 100.15 59.55 40.60 44.83 57.55 -12.72 

Gross profits margin (%) 15.24 13.85 1.38 10.26 10.20 0.06 9.47 9.35 0.12

SG&A-to-sales ratio (%) 7.50 6.50 1.00 6.80 6.40 0.40 6.80 6.30 0.50

Net profits growth (%) 31.04 59.34 -28.30 1.32 -16.04 17.36 25.47 26.16 -0.69 

Net profits margin (%) 6.06 5.87 0.19 3.07 3.09 -0.02 2.66 2.47 0.18

ROE (%) 15.59 18.64 -3.05 14.37 14.15 0.22 16.54 16.49 0.04

2016E 2017E 2018E
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Fig 2  Bt5.5bn backlog at end 1Q16 Fig 3  Backlog breakdown at end-1Q16 

  
Source: TRC and KS Source: TRC and KS 

Outlook for TRC’s investment portfolio 

Management mentioned at TRC’s Opportunity Day that they plan to participate in the tendering for a 

pipeline investment project in the Northeast of Thailand with a value of Bt14bn, as well as large 

government infrastructure projects such as the MRT Pink, Yellow and Grey lines. Moreover, the company 

is studying the power plant business in the CLMV countries. We also expect to see progress on domestic 

investment projects in 2016. 

Trimmed investment value to reflect lower potash price 

As TRC holds a stake of about 22% in APOT’s potash mine, the weakening potash spot price could impact 

its investment value in our view. The price has weakened over the past four years, recently dropping 

below USD270 per ton — significantly lower than our assumption of USD350 per ton. As such, we revise 

down our potash price assumption to USD322 per ton based on a 1-year average price and domestic 

fertilizer cost. However, we still expect the project to be profitable, as its operating cost should be below 

our current assumption of around USD130-160 per ton. We estimate the value contribution of TRC’s 

portion at Bt1.0bn, or Bt0.19 per TRC share. 

Fig 4  Potassium chloride spot price during past 10 years Fig 5  Potassium chloride spot price during past 5 years 

  
Source: Ychart and KS Source: Ychart and KS 
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Maintain Outperform with new TP of Bt1.91  

We cut our 2016 SOTP-based TP for TRC to Bt1.91 from Bt2.37 following downward revisions of our 

earnings and investment value estimates. The potential delay in construction of APOT’s potash mine, if 

prolonged, will clearly have a negative impact on our forecast, but we believe 8.1% drop in the share 

price during the past few weeks was a market overreaction. This brings upside potential to our new target 

price. We maintain our Outperform rating on TRC.  

Our new target price of Bt1.91 is based on an SOTP valuation. It includes Bt1.72 per share from EPC 

business and Bt0.19 per share from investment in APOT’s potash mine project  

Fig 6  Valuation breakdown 

 
Source: TRC and KS 

 

Fig 7  Historical PER Fig 8  Historical PBV 

  
Source: Bloomberg and KS Source: Bloomberg and KS 

 
 

Sum-of-the-parts valuation summary
Construction Business FY 2016
  2016 net profit - Construction business 401
  Forward PER (+ 1.0SD) 22.0
fair value of construction business 8820.3
incremental value from 22.87% stake in APMC 972.4
  No. of shares (mn) 5,133.9     
  Fair price 1.91
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Source: Company, KS estimate 

 

Year-end 31 Dec

Income Statement (Btmn) 2014A 2015A 2016E 2017E 2018E Cashflow (Btmn) 2014A 2015A 2016E 2017E 2018E

Revenues 3,095 3,880 6,614 13,238 19,173 Net profit 283 375 455 450 588

Cost of sales and services (2,538) (3,242) (5,606) (11,879) (17,356) Depreciation & amortization 54 79 94 110 125

Gross Profit 557 638 1,008 1,358 1,816 Change in working capital 677 568 (1,435) (3,431) (2,823)

SG&A (303) (332) (430) (847) (1,208) Others (420) (512) (160) 2,007 4,724

Other income 32 75 79 159 230 CF from operation activities 593 511 (1,047) (864) 2,615

EBIT 286 380 657 670 838 Capital expenditure (183) (331) (200) (200) (200)

EBITDA 340 460 751 780 964 Investment in subs and affiliates -       (405) 13 (1,795) (604)

Interest expenses (3) (5) (86) (91) (69) Others 71 108 (49) (98) (107)

Equity earnings -       -       (13) (25) (45) CF from investing activities (112) (629) (236) (2,093) (911)

EBT 283 376 559 554 725 Cash dividends (41) (12) (153) (227) (225)

Income tax (69) (75) (112) (111) (145) Net proceeds from debt (57) 62 2,396 1,400 (1,241)

NPAT 213 301 447 443 580 Capital raising 29 758 50 -       -         

Minority interests 2 5 8 7 9 Others -       (11) (0) -       -         

Core Profit 215 306 455 450 588 CF from financing activities (69) 798 2,293 1,172 (1,466)

Extraordinary items -       (0) -       -       -       Net change in cash 412 681 1,010 (1,785) 237

FX gain (loss) -       -       -       -       -       Key Statistics & Ratios

Reported net profit 215 306 455 450 588 Per share (Bt)

Balance Sheet (Btmn) Reported EPS 0.26 0.07 0.09 0.09 0.12

Cash & equivalents 607 1,289 2,315 530 767 Core EPS 0.26 0.07 0.09 0.09 0.12

Accounts receivables 877 636 1,653 3,309 4,793 DPS 0.28 0.03 0.04 0.04 0.06

Inventories 490 1,214 2,070 4,142 6,000 BV 1.67 0.54 0.55 0.59 0.66

Total current assets 2,064 3,316 6,334 8,577 12,423 EV 1.34 0.11 0.36 0.97 0.67

Investment in subs & others 52 458 447 2,246 2,853 Free Cash Flow 185 69 (1,178) (992) 2,470

Fixed assets-net 455 707 813 904 978 Valuataion analysis

Total assets 2,631 4,572 7,750 12,039 16,707 Reported P/E (X) 7.81 30.16 22.83 23.06 17.64

Short-term debt 26 -       -       500 -       Core P/E (X) 7.81 30.14 22.83 23.06 17.64

Accounts payables 824 1,558 1,667 3,337 4,833 P/BV (X) 1.22 3.81 3.74 3.46 3.09

Total current liabilities 1,203 1,966 2,363 5,458 10,441 EV / EBITDA (X) 3.24 1.06 2.43 6.34 3.52

Long-term debt 5 100 2,466 3,291 2,483 Price / Cahflow (X) 3.83 14.52 (8.54) (6.92) (9.18)

Total liabilities 1,253 2,151 4,974 9,039 13,344 Dividend yield (%) 13.77 1.66 2.19 2.17 2.83

Paid up capital 411 565 636 636 636 Profitability ratios

Share premium 280 1,011 1,011 1,011 1,011 Gross margin (%) 18.00 16.44 15.24 10.26 9.47

Retained earnings 606 778 1,092 1,315 1,678 EBITDA margin (%) 10.98 11.85 11.36 5.89 5.03

Minority interests (6) (23) (26) (26) (26) EBIT margin (%) 9.24 9.80 9.94 5.06 4.37

Total shareholders' equity 1,378 2,421 2,777 3,000 3,363 Net profit margin (%) 6.94 7.89 6.87 3.40 3.07

Total equity & liabilities 2,631 4,572 7,750 12,039 16,707 Core ROA (%) 9.33 8.50 7.38 4.55 4.09

Key Assumtpions Core ROE (%) 16.98 16.11 17.49 15.59 18.50

New contract sign (Btmn) 2,708 5,834 39,000 5,000 5,000 Liquidity ratios

Ending backlog (Btmn) 3,611 6,402 38,788 30,550 16,378 Current ratio (X) 1.72 1.69 2.68 1.57 1.19

Revenue growth (%) 24.74 25.36 70.45 100.15 44.83 Quick ratio (X) 1.31 1.07 1.80 0.81 0.62

Gross margin (%) 18.00 16.44 15.24 10.26 9.47 Leverage Ratios

SG&A to sales (%) 9.80 8.56 6.50 6.40 6.30 D/E ratio (X) 0.02 0.04 0.89 1.26 0.74

Net debt/EBITDA (X) 0.09 0.22 3.28 4.86 2.58

Net debt/equity (0.42) (0.49) 0.05 1.09 0.51

Int. coverage ratio (X) 85.22 80.02 7.64 7.40 12.14

Growth

Revenue (%) 24.74 25.36 70.45 100.15 44.83

EBITDA (%) 89.88 35.33 63.36 3.80 23.61

Reported net profit (%) 65.78 42.36 48.59 (0.99) 30.71

Reported EPS (%) 64.56 (74.11) 32.08 (0.99) 30.71

Core profit (%) 50.62 42.42 48.53 (0.99) 30.71

Core EPS (%) 49.51 (74.10) 32.02 (0.99) 30.71
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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: AAV, ADVANC, AOT, BA, BANPU, BBL, BCP, BDMS, BH, BLA, BLAND, BTS, CENTEL, CK, CPALL, CPF, CPN, DELTA, DTAC, EPG, GUNKUL, 

HMPRO, INTUCH, IRPC, ITD, IVL, JAS, KCE, KTB, KTC, LH, LPN, MAJOR, MINT, PS, PTT, PTTEP, PTTGC, QH, ROBINS, SAMART, SAWAD, SCB, SCC, SPALI, STEC, 

STPI, SVI, TASCO, THAI, THCOM, TMB, TOP, TPIPL, TRUE, TTA, TU, UNIQ, VGI and WHA 
 

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

