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Company Overview

CPF is a Thailand-based company engaged in agro-industrial
and integrated food businesses for domestic sales and
exports. The businesses are divided into two segments:
livestock and aquaculture businesses.

e We expect CPF to post a 2QCY12 net profit of Bt3,803mn,
down y-y and g-q as a result of slumping meat prices, rising
raw materials costs and a g-q drop in operating performance
from overseas operations.

e Even though meat prices are showing signs of recovery,
more than 10% y-y fall in average selling prices prompts us
to revise downwards our earnings estimates for CPF.

e CPF board approved acquisition of shares in Chester's Food
for Bt450mn.

e We rate CPF shares a ‘BUY’ with a target price of Bt43/share.

What is the news?

We expect 2QCY12 net profit to be lower than 2QCY11 and
1QCY12 as a result of falling meat prices, rising costs of raw
materials and weakening performance at overseas operations
hit by sagging meat prices.

How do we view this?

The y-y collapse in meat prices would hurt operating performance
but the resumption of Thai chicken exports to the EU could help
reduce supply in the industry and cause prices to recover in
2HCY12.

Investment Actions?

In our view, the recent share price decline has already discounted
expectations 2QCY12 earnings would come in weaker than
previously estimated. CPF stock is currently trading at a P/E
multiple of 12.8x. Its current valuation looks cheap relative to its
regional peers. We rate CPF shares a ‘BUY’ with a target price of
Bt43/share.
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Rating 1.00 Buy
- Previous Rating 1.00 Buy
Target Price (Bt) 43

- Previous Target Price (Bt) 48

Closing Price (Bt) 36.50
Expected Capital Gains (%) 17.81
Expected Dividend Yield (%) 3.97
Expected Total Return (%) 21.78

Raw Beta (Past 2yrs w eekly data) 0.66

Market Cap. (USD mrm) 8,918
Enterprise Value (USD mn) 12,805
Market Cap. (Bt mn) 282,617
Enterprise Value (Bt nn) 402,365

3M Average Daily T/O (mn) 27.6

52 week range 245 - 42.25

Closing Price in 52 w eek range
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Major Shareholders (%)
1. Charoen Pokphand Group Co., Ltd. 25.0
2. Charoen Pokphand Holding Co., Ltd. 11.4
3. Orient Success Internal Limited 9.0
CG Rating - 2011
(Very Good)
Key Fnancial Summary
FYE 12/10 12/11 12/12F 12/13F
Revenue (Btnn) 189,049 206,099 321,528 373,265
Net Profit, adj. (Btnn) 11,887 14,403 13,587 17,639
EPS, adj. (Bt) 1.54 1.86 1.65 2.15
PE(X),ad]. 23.8 19.6 22.1 17.0
BVPS (Bt) 9.07 9.90 11.89 13.09
P/B (X) 4.0 3.7 3.1 2.8
DPS (Bt) 1.05 1.20 1.45 1.10
Div. Yield (%0) 2.9 33 4.0 3.0

Source: Bloomberg, PSR est.
*All multiples & yields based on current market price

Valuation Method
P/E12 (15x)

Analyst
Naree Apisawaittakan Securities Investment #17971
Tel. 662-2-635-1700 Ext. 484
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2QCY12 net profit to soften y-y and g-q

We expect CPF to post y-y and g-q weaker earnings
performance on falling meat prices and y-y and g-q poorer
operating performance in overseas business. We estimate
quarterly sales to jump 50% y-y and 9% g-q to Bt79,845mn
on the back of CPP’s earnings consolidation. Gross margin
is expected to drop 20% y-y on declining meat prices
(chicken -28%, egg -14%, and pork -12% y-y) amid an
increase in raw material cost with a 2% and 29% y-y rise in
maize and soybean. Overseas business is expected to be
negatively affected by slumping meat prices as well
However, an equity income from CPALL is expected to
increase y-y and g-q and CPF will also book gain from sales
on investment in CPALL. On this basis, we expect 2QCY12
net profit to decline 69% y-y and 22% g-q to Bt3,803mn.

CY12 net profit forecasts cut down 10%

A reduction of more than 20% y-y in meat prices, coupled
with slower-than-expected recovery of the meat prices,
prompts us to trim our CY12 earnings forecast by 10%,
dragging our sales assumption to Bt321,528mn which
represents a 56% y-y increase on the back of consolidation
of CPP’s earnings. Lower selling prices in spite of more than
10% rise in production cost would push gross margin lower,
while gains on investment are expected to increase 10% on
potentially growing profits from CPALL. On this basis, we
revise downwardly our CY12 net profit forecast to
Bt23,500mn, representing a 48% y-y increase.

To invest Bt450mn in Chester Food

CPF announced the company will invest Bt450 for acquiring
shares in Chester Food from Charoen Pokphand
International. Chester Food engages in local food and
beverage with 160 locations. Up to 60% of which were
franchised and Chester Food has a policy focusing on
expanding its franchise. The acquisition deal is expected to
close in 3QCY12 that we see no significant impact on CPF,
considering its minimal investment of Bt35mn. Looking
ahead, CPF will focus more on expanding food retail outlet
where the company will combine all of its food chains to
serve consumer as one-stop-service outlet.

Figure 1: Key Financial information of Chester

Bt mn 2009 2010 2011
Revenue 701 712 827
Net profits 17 16 35
Total Assets 315 338 280
Total Liabilities 203 210 193
Shareholders' Equities 112 128 87
Book value per share (Bt/share) 35 40 108
Number of shares (million shares) 3.2 3.2 0.8

Source: Company

‘BUY’ maintained with target price of Bt43/share

Even though earnings in 2QCY12 are expected to soften,
which would negatively affect share prices, we believe the
market already priced in this factor. Therefore, we maintain a
‘BUY’ rating on CPF shares with a target price of Bt43/share.

Figure 2: Products price and Raw material price

Corn Price (Bt/Kg)

@ Year 2008 @ Year 2009 @ Year 2010 @ Year 2011 ® Year 2012

Soybean Meal Price (B/Kg)

@ vear2008 @ Year2009 @ Year 2010 @ Year 2011 B Year 2012

Broiler (Bt/Kg)

B Year2008 B Year2009 B Year2010 B Year 2011 @ Year 2012

White Shrimp (Bt/Kg)

B8 vear2008 B Year 2009 B Year 2010 B Year2011 B Year 2012
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Egg (B/egg)

B Year2007 O Year 2008 @ Year2009 B Year 2010 B Year2011 ® Year 2012

Swine (Bt/Kg)

‘ 8 Year 2007 O Year2008 B Year 2009 B Year 2010 @ Year2011 B Year 2012

Source: CPF
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FYEDec CY09 CY10 CY11l CY12F CY13F
Valuation Ratios

P/E (X), adj. 25.1 23.8 19.6 22.1 17.0
P/B (X) 45 4.0 37 31 28
EV/BBITDA (X), adj. 24.8 23.0 20.3 174 13.8
Dividend Yield (%) 20 29 33 4.0 3.0
Per share data (Bt)

EPS, reported 1.52 1.75 2.05 2.86 2.15
EPS, ad]. 145 154 1.86 1.65 2.15
DPS 0.73 1.05 1.20 145 1.10
BVPS 8.18 9.07 9.90 11.89 13.09
Growth & Margins (%)

Growth

Revenue 5.6 145 9.0 56.0 16.1
EBITDA 90.4 8.0 13.3 16.5 26.6
BBIT 143.8 131 225 10.7 25.9
Net Income, adi. 241.8 22.0 21.2 -5.7 29.8
Margins

EBITDA margin 9.8 9.3 9.6 7.2 7.8
EBIT margin 8.6 85 9.6 6.8 7.4
Net Profit Margin 59 6.3 7.0 4.2 4.7
Key Ratios

ROE (%) 18.6 22.3 22.9 29.5 20.9
ROA (%) 8.4 9.5 9.4 12.9 9.5
Net Debt-Cash 33,320 38,953 45,173 58,530 58,824
Net Gearing(X) 0.6 0.6 0.7 0.8 0.7

Income Statement (Bt mn)

Revenue 165,063 189,049 206,099 321,528 373,265
EBITDA 16,206 17,497 19,817 23,089 29,221
Depreciation & Amortisation 4,572 4,723 4,581 6,093 6,702
BBIT 14,235 16,099 19,720 21,838 27,499
Net Finance (Expense)/Income (1,949) (1,824) (2,432) (5,469) (6,248)
Other items 1,536 1,409 1,111 1,222 1,283
Associates & JVs 1,592 2,511 3,657 4,023 4,425
Profit Before Tax 12,285 14,276 17,288 16,370 21,252
Taxation 2,539 2,388 2,885 2,783 3,613
Profit After Tax 9,747 11,887 14,403 13,587 17,639
Non-controlling Interest (200) (296) (120) (679) (882)
Net Income, reported 10,190 13,563 15,837 23,500 17,677
Net Income, adj. 9,747 11,887 14,403 13,587 17,639

Source: PSR est.
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FYEDec CY09 CY10 CYll CY12F CY13F
Balance Sheet (Bt mn)
Cash 10,523 7,761 24,341 11,449 4,828
ST Investments
Accounts Receivables 14,361 15,385 15,692 23,784 26,589
Inventories 26,284 33,863 35,673 54,503 60,967
Others 2,010 1,962 2,721 2,993 3,292
Total current assets 53,434 58,971 78,427 92,730 95,676
PPE 46,422 47,142 52,025 55,639 58,595
Intangibles 884 872 895 886 886
Associates & JVs 11,946 15,446 24,326 25,056 25,807
Investments
Others 480 534 525 630 757
Total non-current assets 62,264 67,121 81,476 85,785 89, 504
Total Assets 115,698 126,092 159,904 178,515 185,180
Short termloans 16,039 18,139 28,584 31,338 36,541
Accounts Payables 9,106 9,707 11,733 18,168 20,903
Others 2,785 3,108 3,810 3,848 3,887
Total current liabilities 29,637 32,827 46,071 55,318 63 ,314
Long termloans 27,803 28,575 40,931 38,642 27,111
Others 2,880 3,747 6,383 6,785 7,108
Total liabilities 60,719 65,149 93,385 100,745 97,534
Non-controlling interest 3,095 3,088 2,922 2,951 2,980
Shareholder Equity 51,885 57,856 63,597 74,819 84,665

Cashflow Statements (Bt mn)

CFO

PBT 10,390 13,859 15,957 24,180 18,559
Adjustments 4,633 4,798 4,739 6,093 6,702
Cash fromops before WC changes 17,672 19,580 21,257 25,331 30,867
WC changes 5,385 (8,124) (793) (5,284) (14,803)
Cash generated from ops 25,007 13,279 22,896 25,516 22,311
Taxes paid, net (718) (1,874) (2,906) (2,483) (3,313)
Interest paid 1,949 1,824 2,432 5,469 6,248
Cashflow from ops 22,340 9,581 17,558 17,564 12,751
CH

CAPEX, net (4,180) (6,355) (10,315) (8,014) (8,022)

Dividends fromassociates & JVs
Dividends/Interest from Investments

Purchase/sale of investments (1,133) (3,968) (5,397) (73) (75)
Investments in subs & associates

Others

Cashflow from investments (4,917) (7,995) (14,049) (6,2 95) (6,139)
CFF

Share issuance
Purchase of treasury shares

Loans, net of repayments (5,436) 4,303 23,092 (4,510) 1,605
Dividends to minority interests

Dividends to shareholders & capital reduction (2,285) (6,656) (7,653) (13,142) (7,803)
Others

Cashflow from financing (10,143) (4,399) 13,022 (23,490 ) (12,878)
Net change in cash 7,280 (2,812) 16,532 (12,221) (6,266)
Hfects of exchange rates (154) 51 (294) (323) (355)
CCE end 10,516 7,755 23,993 11,449 4,828

Source: PSR est.
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Ratings History
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Phillip Group Rating System

Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate/Trading Buy 2
-5% to +5% Neutral 3
-5% to -20% Reduce/Trading Sell 4
>-20% Sell 5
REINERS

We do not base our recommendations entirely on the above quantitative return bands. We
consider qualitative factors like (but not limited to) a stock's risk rew ard profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our final
recommendation
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Research Department

Fundamental:
Name Analyst Reg No. Tel Sector
Sasikorn

Charoensuwan Capital Market Investment #9744 66 2 635 1700 #480 Banking,Consumer Finance
Rutsada

Tweesaengsakulthai  Securities Investment #17972 66 2 635 1700 #482 ICT, Energy, Health Care Services
Danai

Tunyaphisitchai Capital Market Investment #2375 66 2 635 1700 #481 Construction Materials, Property Development
Naree

Apisawaittakan Securities Investment#17971 66 2 635 1700 #484 Agro & Food, Electronics
Siam

Tiyanont Securities Investment #17970 66 2 635 170 0#483 Transportation, Media & Publishing
Preeyanun

Tripetchchuporn Securities Investment #17973 66 2 635 1700 #488 Petrochemicals, Commerce, Tourism
Ornmongkol

Tantitanatorn Securities Investment #34100 66 2 635 1700 #491 Securities, Automotive, Energy, Packaging
Rakpatai

Narongsak*

Strategy:
Name Analyst Reg No. Tel
Teerada Charnyingyong Securities Investment #9501 66 2 635 1700 #487
Chutikarn Santimetvirul Derivatives Investment #37928 66 2 635 1700 #491
Waraporn Trakonthanasoontorn*
Technical:
Name Analyst Reg No. Tel
Sasima Hattakitnikorn 8328 66 2 635 1700 #490
Kanoksak Vutipan 2423 66 2 635 1700 #485

Database & Production:

Name

Manunpat Yuenyongwatanakorn
Sutiporn Oupkaew

Translation:

Name

Chaiyot Ingkhasorarat
Naowarat Angurasuchon

*Assistant Analyst
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Bangkok Offices
Head Office 118t FI., Unit 1102, 14t FI., Unit 1404 and 15t FI., Vorawat Bldg., 849 Silom Rd. Silom, Bangrak, Bangkok 10500
Tel : 02635 1700, 0 2268 0999 Fax : 0 2635 1615
Srinakarindr 17t FI., Modernform Tower, 699 Srinakarindr Rd., Suan Luang, Suan Luang, Bangkok 10250
Tel : 02722 8344-53 Fax : 0 2722 8343
Viphavadi 15t FI., Lao Peng Nguan Tower 1, 333 Soi Chuaypuang, Viphavadi- Rangsit Rd., Ladyao, Chatuchak,
Bangkok 10900 Tel : 0 2618 8400 Fax : 0 2618 8344, 0 2618 8381
Yaowarat 19t FI., Kanchanadhat Bldg., 308 Yaowarat Rd., Jakawat, Sampantawong, Bangkok 10100
Tel : 02622 7833, 0 2226 2777 Fax: 0 2622 7844
Bangkapi 1 8th FI., The Mall Office Tower-Bangkapi 3522 Lad Prao Rd., Klongchan Bangkapi, Bangkok 10240
Tel : 02363 3263 Fax : 0 2363 3275
Bangkapi 2 8th FI., The Mall Office Tower-Bangkapi 3522 Lad Prao Rd., Klongchan Bangkapi, Bangkok 10240
Tel : 0 2363 3469 Fax : 0 2363 3464
Hua Lumphong 4t F1. Tang Hua Pak Bldg., 320 Rama 4 Rd., Mahaprutharam, Bangrak, Bangkok 10500
Tel : 02639 1200 Fax : 0 2639 1340-1
Rangsit G Fl., Room#PLZ.G.SHP065A Future Park Rangsit, 94 Paholyothin Rd., Prachathipat, Thunyaburi,
Pathumthani 12130 Tel : 0 2958 5040 Fax : 0 2567 3311
Sindhorn 130-132 Sindhorn Tower 3 Building, 19 Floor, Wireless Rd., Lumpini, Pathumwan, Bangkok 10330

Tel : 02650 9717 Fax : 02657 9722
Siam Discovery 989 Siam Tower, 11st Floor, Unit A2, Rama 1 Rd., Pathumwan, Pathumwan, Bangkok 10330
Tel : 02 658 0776 Fax : 02 658 0773

Provincial Offices

Khon Kaen 4t F1. Kow Yoo Hah Bldg., 359/2 Mittapap Rd., Nai Muang, Muang , Khon Kaen 40000
Tel : 04332 5044-8 Fax : 0 4322 5687
Khon Kaen — 3'd FI., Arokaya BIdg., 52 Rop Bueng Rd., Nai Muang, Muang , Khon Kaen 40000
Rim Bueng Tel : 0 4322 6026 Fax : 0 4322 6796
Phisanulok 2Nd [, Thai Sivarat Bldg., 59/15 Baromtrilokanad Rd., Naimuang, Muang, Phisanulok 65000
Tel : 05524 3646 Fax : 0 5524 5082
Had Yai 4t F1. Southland Rubber Bldg., 55 Ratyindee Rd., Had Yai, Had Yai, Songkla 90110
Tel : 0 7423 4095-99, 0 7423 0537-8 Fax : 0 7422 0908
Had Yai - 3'd [, Unit 3D, Redar Group Bldg., 607 Petkaseam Rd., Had Yai, Had Yai, Songkla 90110
Petkasem Tel: 07422 3044 Fax : 0 7422 3620
Suratthani_ 62/9 Donnok Rd., Talad, Muang Suratthani, Suratthani 84000
Tel : 077 206 131 Fax : 077 206 151
Laemchabang 83/112, 114 Moo 9, Tungsukla, Sriracha, Chonburi 20110
Tel : 03849 0669 Fax : 03849 3125
Chumporn 25/45 Krom Luang Chumporn Rd., Tatapao, Muang, Chumporn 86000
Investor Center Tel : 07757 0652-3 Fax : 07757 0441

Results Presentation The disclosure of the survey result of the Thai Institute of Directors Association (I0D)

Score Range Number of Logo regarding corporate governance is made pursuant to the Office of the Securities and
Exchange Commission. The survey of the IOD is based on the information of a
Less than 50 No logo given company listed on the Stock Exchange of Thailand and the Market for Alternative
50 - 59 disclosure to the public and able to be accessed by a general public investor. The
- S results, therefore, is from the perspective of a third party. It is not an evaluation of
60 - 69 operation and is not based on inside information.
70-79 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 data.
80 - 89 Phillip Securitiesp(Thailand) of securities comgany does r?ot confirrr? nor certify the
90 - 100 accuracy of such survey result.
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Phillip Securities Pte Ltd  Raffles City Tower 250, North Bridge Road #06-00, Singapore 179101
Tel : (65) 6533 6001 Fax : (65) 6535 6631 Website: www.poems.com.sg

Phillip Securities (HK) Ltd  Exchange Participant of the Stock Exchange of Hong Kong 11/F United Centre
95 Queensway, Hong Kong Tel (852) 22776600 Fax (852) 28685307 Website: www.phillip.com.hk

Phillip Capital Management Sdn Bhd  B-3-6 Block B Level 3 Megan Avenue Il, No. 12, Jalan Yap Kwan Seng,
50450 Kuala Lumpur Tel (603) 21628841 Fax (603) 21665099 Website: www.poems.com.my

PhillipCapital Japan K.K. Nagata-cho Bldg., 8F, 2-4-3 Nagata-cho, Chiyoda-ku, Tokyo 100-0014
Tel (81-3) 35953631 Fax (81-3) 35953630 Website: www.phillip.co.jp

PT Phillip Securities Indonesia ANZ Tower Level 23B, JI Jend Sudirman Kav 33A Jakarta 10220 — Indonesia
Tel (62-21) 57900800 Fax (62-21) 57900809 Website : www.phillip.co.id

Phillip Securities (Thailand) Public Co. Ltd 15th Floor, Vorawat Building, 849 Silom Road, Silom, Bangrak,
Bangkok 10500 Thailand Tel (66-2) 6351700 / 22680999 Fax (66-2) 22680921Website www.phillip.co.th

Phillip Financial Advisory (Shanghai) Co. Ltd No 550 Yan An East Road, Ocean Tower Unit 2318, Postal code
200001 Tel (86-21) 51699200 Fax (86-21) 63512940 Website: www.phillip.com.cn

King & Shaxson Capital Limited  3rd Floor, 35 Rue de la Bienfaisance 75008 Paris France
Tel (33-1) 45633100 Fax (33-1) 45636017 Website: www.kingandshaxson.com

King & Shaxson Capital Limited ~ 6th Floor, Candlewick House, 120 Cannon Street, London, EC4N 6AS
Tel (44-20) 7426 5950 Fax (44-20) 7626 1757 Website: www.kingandshaxson.com

Phillip Futures Inc 141 W Jackson Blvd Ste 3050 The Chicago Board of Trade Building, Chicago, IL 60604 USA
Tel +1.312.356.9000 Fax +1.312.356.9005

PhillipCapital Australia  Level 37, 530 Collins Street, Melbourne, Victoria 3000, Australia
Tel (613) 96298380 Fax (613) 96148309 Website: www.phillipcapital.com.au

Asha Phillip Securities Ltd  Level 4, Millennium House, 46/58, Navam Mawatha, Colombo 2, Sri Lanka
Tel: (+94) 11 2429 100 Fax: (+94) 11 2429 199 Email: apsl@ashaphillip.net

Hak Menkul Kiymetler A. $ Dr.Cemil Bengui Cad. HAK Is Merkezi No:2 Floor :6A 34403 Caglayan-ISTANBUL
Tel: (+90) (212) 296 84 84 (pbx) Fax: (+90) (212) 233 69 29 - (+90) (212) 232 98 23
Emails : hakmenkul@hakmenkul.com.tr ; hakbilgi@hakmenkul.com.tr

The information contained herein is based on sources which Phillip Securities(Thailand) believes reliable. We do not guarantee its
accuracy or completeness. Opinions and estimates expressed herein are subject to change without notice. This report is for information
only and should not be construed as an offer or solicitation for the purchase or sale of any securities referred to herein. We accept no
liability for any loss, direct or indirect, from the use of this document. The directors and/or employees of Phillip Securities and or its
associates may have an interest in the securities mentioned in the securities mentioned herein.

90f9 PHILLIP

SECURITIES

Your Partner in Investment




