EASTW: Expect earnings to expand 123% YoY in 2021 from a low base Allln
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We maintain EASTW with a BUY rating while raise target price after EPS revision
to Bt12.60 (Previous TP: Bt12.50), derived from DCF or equivalent to EASTW PCL
16.3xPE’21E. We still recommend BUY for EASTW given its monopoly position in
EEC area and earnings that anticipated to grow strongly in 2021-22E from the Recommendation: BUY
bottom in 2020.
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Current price: Btio.o

Eas t Wa ter « We expect the company to report 2Q21 net profit at Bt335 (+123%YoY, - Target price: Bt12.60
10%QoQ). YoY expa_ns.ion will be supported by d_emand recovery from industri_al Up/(downside): 26%
estate sector after hitting a low base in 2Q20, which was impacted by pandemic.

However, we expect QoQ to be contracted due to long holiday in April. I0D: 5 0utof 5

« 2Q21 raw water sales volume reported at 70.7 million m? (+30%YoY -1%QoQ), a CAC: certified
slight drop from 71.6 million m? in 1Q21. which was the seven-quarter high.

* We expect 3Q21 earnings to continue to expand YoY due to low base in 3Q20 Stock data
while QoQ will be soften down from 2Q21 as a result from 39 wave of pandemic.

RIC code EASTW .BK
Index SETI
SET Index (2 July 2021) 1,578.49
Market cap (Bt m) 16,637
Shares outstanding (million) 1664
Year end Dec 19A 20A 21E 22E 23E Par (BD 1.00
PE () 15.9 21.8 13.0 10.9 9.9 Bt %
Recurring net profit growth (%) (6.5) (26.9) 67.7 18.7 10.0 16.0 r 140
Boonyakorn Amornsank Recurring EPS (Bt) 0.63 0.46 0.77 0.91 1.01 15.0 1 - 130
Registration No. 111124 Recurring EPS growth (%) (6.5) (26.9) 67.7 18.7 10.0 140 A - 120
boonyakorn.am@countrygroup.co.th PBV (x) 1.5 1.5 1.5 1.4 1.4 13.0 % - 110
+66 2 205 7000 ext 4403 BVPS (Bt) 6.5 6.6 6.8 7.1 7.4 120 1 - [ 100
ROE (%) 9.7 7.0 n.6 13.2 13.9 B - Jd oo
DPS (Bt) 0.5 0.4 0.5 0.6 0.7 9:0 | -
Dividend yield (%) 4.7 4.0 5.4 6.4 7.0 80 . . . 60
Enterprise value (Bt m) 23,431 24,822 24,135 24,158 23,823 Jul19 Jan-20 120 Jan-21 JUl-21
EV-to-EBITDA (x) 10.2 12.1 8.9 7.9 7.1 EASTW (LHS) Price relative to SET Index

RESEARCH (/4%’: Sources: CGS Research, company data. 9 July 2021
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EASTW: Updated scorecard Al
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Result summary

* We expect the company to report 2Q21
(Bt m) 1020  2Q20 3020 4020 1Q21 2Q21E  %QoQ = %YoY net profit at Bt335 (+123%Y0Y, -10%QoQ).
Revenue 1,157 1,001 996 1,051 1,231 1,211 (1.6) 21.0 YoY expansion will be supported by
Cost of sales (615) (636) (644) (656) (632) (644) 1.9 1.3 demand recovery from industrial estate
Gross Profit 542 365 352 395 599 567 (5.4) 55.5 sector after hitting a low base in 2Q20,
SG&A 124) (122) (125) a7y (104) (Mo) 54 (9.9) which was impacted by pandemic.
Other (exp)/inc 11 7 5 12 7 8 19.0 19.5 However, we expect QoQ to be
EBIT 430 249 232 235 501 465 (7.3) 86.5 contracted due to long holiday in April.
Finance cost 44) 43) 42) 42) 42) 42) (0.7) (1.8)
Other inc/(exp) 2 3 2 2 0 - (100.0)  (100.0) + 2Q21 raw water sales volume reported at
Earnings before taxes 388 209 192 196 459 423 (79) 102.1 70.7 million m3 (+30%YOY '1%@0@), a
Income tax (70) (56) (48) (34 (85) (85) (0.8) S1.3 slight drop from 71.6 million m? in 1Q21.
Earnings after taxes 317 153 144 162 374 338 (9.5) 120.6 which was the seven-quarter high.
Equity income 0 0 - - - - na. na.
Minority interest 3 (3) 3 (3 (3) (3) 4.4) 7.0
Earnings from cont. operations 314 151 141 158 371 335 (9.5) 122.7 ' Ta_p_ vvatezr S?}Ies VOlLime reported at 24.7
Forex gain/(loss) & unusual items - - - 0 - - na, na, million m# (-1%Y0Y -1%QoQ)
Net profit 314 151 141 158 371 335 (9.5) 122.7
EBITDA 650 474 457 464 732 692 (5.4) 45.9 + We expect 3Q21 earnings to continue to
Recurring EPS (Bt) 0.19 0.09 0.08 0.10 0.22 0.20 (9.5) 122.7 expand YoY due to low base in 3Q20
Reported EPS (Bt) 0.19 0.09 0.08 0.10 0.22 0.20 (9.5) 122.7 while QoQ will be soften down from 2Q21

as a result from 39 wave of pandemic.

Profits (%) 1020 2020 3020 4Q20 1021 20Q21 chg QoQ chg YoY
Gross margin 46.8 36.4 35.3 37.6 48.7 46.8 1.1 1.8
Operating margin 37.1 24.9 23.2 22.4 40.7 38.4 18.3 3.6
Net margin 27.2 15.0 141 15.1 30.1 27.7 15.1 2.9

RESEARCH (74%’: Sources: CGS Research, company data. Yo
T T—
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Status of water supply and expected demand growth
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EASTW: Revise up 2021F and 2022F earnings by 14% and 13%

COUNTRY GROUP
SECURITIES

Revising up 2021-22E earnings by 14% and 13% respectively

We revised up our 2021E and 2022E net profit forecast by 14% and 13% respectively to account in
the following factors; 1.) upward revision of gross profit margin assumption to 45.7% and 46.9%
due to lower-than-expected electricity and maintenance costs arise from raw water business, and,
Sales 2.) SG&A to sales ratio is assumed to decrease in 2021-22E to 11.0% and 10.3% on the back of
better-than-expected benefit from economies of scale.

PsF 2021E Change 2022E Change 2023E Change
Revised Previous (%) Revised Previous (%) Revised Previous (%)
Financials Background: East Water Resources
Revenue (Bt mn) 5066 5066 0.0 5606 5606 0.0 5964 5964 0.0 Development and Management (EASTW) is
Team e pro Bty o> | o6 | ts | asor | 1en | ma | 673 | iaet | 1o 40% owned by the PWA, the sole state-
e rofi mn s s . s s R s s . . .
EPSFEBt/share) 0.77 0.68 135 0.91 0.81 134 1.01 0.90 12.2 enterprl_se W'th d monopoly over water
supply in provincial areas of Thailand. The
Key financial ratios Change Change Change Compaﬂy .deV.e|ODS. ar_wd manages 'mains
WCB Revenue growth (%) 205 205 00 10.7 10.7 0.0 6.4 6.4 00 water distribution pipelines along Thailand’s
Gross profit margin (%) 457 425 32 46.9 434 35 476 443 33 eastern seaboard (Chonburi, Rayong and
SG&A to sales (%) 1.0 1.5 (0.4) 10.3 10.7 0.4 10.0 10.3 0.4 Chachoengsao)_ The company Operates a
Net proﬁtgrowph (:/o) 67.7 477 20.0 18.7 18.8 M) 10.0 1.2 1.2) 491.8-kilometer (km) water grid connecting
ESG Net profit margin (%) 253 22.3 30 271 239 32 281 25.0 30 all six main water sources in Eastern
Thailand. In 2018, EASTW distributed 220
million m3* of raw water to clients while
supplying 97 million m?3 of tap water via its
Value subsidiary, Universal Utilities PCL.

Risks

RESEARCH _4 Source: CGS Research, company data
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EASTW: Revenue breakdown Allla
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Raw water accounts for 59% total revenue. EASTW supplies raw water to (Bt bn) (%)
Story customers by its main water pipeline system. Raw water is distributed to industrial 70 - - 30
estates and the PWA before being redistributed to individual industrial plants, the
consumer sector and other private sector clients. 0.0 - - 25
50 A
Sales Production and distribution of tap water accounts for 35% of EASTW's total 40 A 20
revenue, which it operates under EASTW'’s wholly owned subsidiary, Universal ‘ L 15
Utilities. The tap water production process includes pumping, filtration and 30 A
chemicalization. UU also has a facility to transform seawater to freshwater using - 10
the reverse-osmosis process before it distributes it to PWA, which passes it on to 20 1
end consumers. 10 - - 5
- T T T T T -
Others account for 6% of total revenue. These include rental income from the East
Water Building located near Chatuchak market in Bangkok and construction 18A 19A  20A 21E 228 23E
revenue under concession agreements for tap water business. Bl Revenue Net margin (RHS)

Revenue breakdown, by segments 2020 Raw water distribution by customer group in % 2020
9 \ o

Raw water 59% Tap water 35% Others 6% Factories 3%
Internal usage 1%

\\

Household
customer

24%
Industrial estatg

RESEARCH (/4%’: Sources: CGS Research, company data 9 July 2021
B
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EASTW: Financial summary Allln
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Profit & loss (Bt m) 19A 20A 21E 22E 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Revenue 4,680 4204 5066 5,606 5964 1157 1,001 996 1,051 1,231
St()ry Cost of goods sold (2,699) (2551 (@2,750) (2978 (3124) (615) (636) (644) (656) (632)
Gross profit 1,981 1,653 2,316 2,627 2,840 542 365 352 395 599
SG&A (539) (534) (560) (577) (594) (124) (122) (125) arzn (104)
Other (exp)/inc 33 27 27 27 28 1 7 5 12 7
Sales Operating profit 1,475 1,146 1,784 2,078 2,274 430 249 232 235 501
Finance cost (166) arn arn a72) asmn 44) 43) 42) 42) 42)
Other inc/(exp) 9 9 7 16 21 2 3 2 2 )
Earnings before taxes 1,318 984 1,620 1,922 2,14 388 209 192 196 459
Income tax (262) (208) (324) (384) (423) 70) (56) 48) 34) (85)
Value After-tax profit 1,056 776 1296 1538 1692 317 153 144 62 374
Equity income - - - - - ) 0 - - -
Minorities an a2 4) a7z 19) 3 3 3 3 (©))
Earnings from cont. operations 1,045 764 1,282 1,521 1,673 314 151 141 158 371
Forex gain/(loss) & unusual items ) O - - - = = = O =
Net income 1,045 764 1,282 1,521 1,673 314 151 141 158 371
Recurring EPS (Bt) 0.63 0.46 0.77 0.91 1.01 0.19 0.09 0.08 0.0 022
Weighted average shares (m) 1664 1664 1664 1664 1664 1664 1664 1664 1664 1,685
Balance sheet (Bt m) 19A 20A 21E 22E 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Assets 21181 22,854 23276 24138 24,958 22,097 22,471 22,358 22,854 24,641
Liabilities 10,167 1,785 11,808 12197 12,496 10,766 11,430 1,445 1,785 13199
Equity 10,840 10,902 11,286 1,742 12,244 11,153 10,870 10,744 10,902 1,271
Invested capital 17636 19,058 18,770 19,267 19,452 18,452 18600 18,668 19,058 19,200
Growth (YoY, %) 19A 20A 21E 22E 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Revenue 10.9 (10.2) 20.5 10.7 6.4 ©.7) (06.3) a4.1m) 9.4) 6.4
Operating income 4.3) 22.4) 557 16.5 9.4 (5.8) (33.3) (33.5) @11 16.7
Recurring EPS (6.5) (26.9) 67.7 18.7 10.0 (10.0) (434) (39.5) 251 6.4
Assets 52 79 18 3.7 3.4 9.0 12.1 92 79 1.5
Liabilities 89 159 0.2 3.3 25 17.9 256 18.3 159 22.6
Equity 2.0 06 35 4.0 4.3 1.7 09 11 06 11
Profits (%) 19A 20A 21E 22E 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Gross margin 423 39.3 457 469 476 46.8 36.4 353 37.6 487
Operating margin 315 27.3 352 371 381 371 249 232 22.4 40.7
Net margin 223 18.2 253 271 281 272 15.0 14.1 15.1 30.1
ROE 97 7.0 ne 13.2 13.9 n4a 55 52 58 13.4
ROIC 6.7 49 75 8.7 9.4 7.8 3.9 3.7 4.1 B85

RIS AR CGS Research, company data S Jully 2051
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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 (“IOD”) 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 [OD assigns numbers 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 1to 5 as follows: Level 1
Committed, Level 2: Declared, Level 3: Established, Level 4: Certified, Level 5: Extend.
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