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A Higher SBM price—a modest :,’:‘i:ie: b 152‘)‘_‘23305 "
Sl impact on CPF in 2H12 CPF TB / CPF.BK
What’s new? A drought in the US Midwest has hit crop Financial summary
yields—particularly corn and soybean—and caused a
grain prices to surge. The soybean price jumped to FY Ended 31 Dec 2011 2012E  2013E  2014E
US$15.96/bushel on July 18, up by 11% MTD and 32% b (2, AUELER) SRS SRR ETD Az
YTD and a four-year high. The corn price rose to DRI ) IET/ A U 22
US$7.73/bushel on July 18, up by 18% MTD and 20% | o o\ o0 238 844 257 293
) o BLS/Consensus (x) n.a. 1.06 0.90 n.a.
YTD and an 11-month high. EPS growth (%) +16.8%  +44.5%  251%  +13.8%
Tighter corn and soybean supplies: Corn production gz:: E‘;’gt((:tt)m) 14’2(’?? 14’1722 18’2122 20’2958
= yEars, PER (x) 11.8 10.3 13.7 12.0
2011/12 US corn stocks-to-use ratio dived to near a Core PER (x) 133 18.1 15.0 13.0
record low. Global corn inventories are also short. The EV/EBITDA (x) 13.2 13.9 121 111
2011/12 US soybean stocks-to-use ratio also near a PBV (x) 3.1 2.7 2.4 2.2
record low, due to diminished South American Dividend (Bt) 1.20 1.72 1.47 1.67
production in the face of greater US demand. Dividend yield (%) 4.3 4.9 4.2 4.7
) ) ROE (%) 26.0 32.2 19.6 20.4
Modest risk of higher 2H12 SBM price: Thailand is a Net gearing (x) 0.7 0.6 0.6 05
soybean importer. The global soybean price uptrend
will increase costs for livestock farms. CPF currently CG Rating - 201 A A A A

imports 70% of its SBM directly and buys the rest from
domestic operators. It has locked in SBM at levels 5-
10% below market prices (or Bt14.5-15/kg) through to
YE12. The global corn price uptrend isn’'t of much
concern at this stage, as CPF sources all its corn
domestically. Also, the corn price will retreat during the
third-quarter harvest season. In any case, CPF has
stockpiled corn sufficient to last to YE12. Its overseas
units source 90-95% of their raw materials locally.

In line with assumptions: We assume mean corn
prices of Bt10.6/kg for FY12 (up 10%) and Bt11.1/kg
for FY13 (up 5%) and average SBM prices of Bt15.8/kg
for FY12 (up 17%) and Bt16.6/kg for FY13 (up 5%).
Those assumptions are in line with the YTD prices of
Bt10.4/kg for corn and Bt15.5/kg for SBM. Our
sensitivity analysis suggests that Bt1/kg changes in the
prices of corn and soybean would impact CPF’s
bottom-line by 4% and 2%, respectively.

Action: Despite the negative implications of higher raw
material prices, we aren’t very concerned at the
moment—CPF has considerable stocks. In any case,
we expect a meat price recovery in 4Q12. Our BUY
rating stands.

SEE REQUIRED DISCLOSURES SECTION AT END OF NOTES



Figure 1: Global soybean, soybean meal (SBM) and corn future prices

Daily soybean and SBM prices, 1 Jan 2006-17 July 12

Daily soybean and corn future prices, 1 Jan 06-17 July 12
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Figure 2: Thailand monthly and daily corn prices

Monthly corn price, Jan 2008-June 2012

Daily corn price, 1 Jan 2008-17 July 2012
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Sources: Company data, www.oae.qgo.th

Figure 3: Thailand monthly soybean meal (SBM) prices

Monthly fishmeal price, Jan 2008-June 2012

Monthly SBM price, Jan 2008-June 2012

(Bt/kg)
40

28.40

35

zL-Rew
Zi-ew

zl-uer
LL-AON
L-des
LL-AInp
LL-Rey
LL-ep

Ll-uepr
0L-AON
ol-des
oL-Ainp
oL-Re
oL-ei

oL-uer
60-AON
60-dos
60-AInp
60-Ae N
60-1eIN

60-uer
80-AON
80-dos
80-Inr

80-Ae iy
80-1eIN

80-uer

(Bt/kg)

16.50

20

15

10
5
0

ZL-Rew
zl-ep
Z\-uer
L1-AON
L1-deg
LL-Ainp
LiL-Rey
LL-tep
LL-uer
0L-AON
0}-deg
oL-Ainp
oL-ken
oL-ep
ol-uer
60-AON
60-des
60-AInp
60-Ae
60~
60-uer
80-AON
80-deg
80-Inr
80-Aey
80~
80-uer

Sources: Company data, www.oae.go.th
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Figure 4: Global soybean supply-demand balance versus US soybean stocks-to-use ratio

Global soybean supply-demand balance

US soybean stocks-to-use ratio

Supply-Demand Balance

"Global USDA Morgan Stanley
SUPPLY 1M1 M2 12M3e | 1iH2e 1243
Beginning Stocks (min bu) 228 2507 1,820 2,580 1,676
Area Harvested (min acres) 254 252 265 252 204
Production {min bu) 8,728 BA8T 9818 B30 8672
Yield (bulacre) 382 44 370 4.2 37.3
Imports (min bu) 3283 3311 3,489 3,532 3,485
Total Supply (min bu) 15215 14555 15235 14527 15334
DEMAND 1M1 1H2e  12H3e | 11H2e  12H3e
Crush Consumption (min bu) 8,120 8228  £.5a0 £.233 B8
Food Domestic Consumption 552 561 575 581 572
Seed and Residual (min bu) 556 525 555 525 541
Total Dom. Consumption (minbu) 8234 8312 9,660 8,318 9,636

Brazil 1,431 1457 1,470 1,461 1474
China 24m 2583 27™ 2587 2743
Us 1778 1778 1,735 1,778 1,743
{miln by 3404 3314 350 3,298 3525
Total Demand (min bu 12638 12625 13190 12545 13163
Ending Stock 2577 1929 2045 1976 2171
World Stocks to Use % 270% __ 207%  717%  F17% _ J25%
1S Stocks to Use % 5.6% 5.4% 13% 12% 5%

{US soybeans stocks fo use, %)
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Sources: USDA and Morgan Stanley Commodity Research estimates

Figure 5: US corn supply-demand balance versus US soybean stocks-to-use ratio

US corn supply-demand balance

US corn stocks-to-use ratio

Supply-Demand Balance

United States USDA Morgan Stanley
SUPPLY 1112e 12M13e 11M2e 1213e
Beginning Stocks (min bu) 1.128 @03 1.128 706
Area Planted a2 8 a2 g
Area Harvested (min acres) B4 ae a4 B2
Production (mim bu) 12,358 12,970 12,358 12,485
“field (bu/acre) 1472 1460 147.2 1414
Imports {min bu) 22 30 2 22
Supply (min bu] 13508 13903 13508 13304
DEMAND 1112e 12M13e 1112e 12113e
Consumption (min bu) 11,005 11.120 11.132 11,355
Feed & Residual (mimn bu) 4 550 4,800 4673 5,075
FS1 Consumption (min bu) 6,455 8320 8,458 8,280
Ethanol Use (min bu) 5,050 4,000 5,062 4,800
Ethanol Preduction (min gal) 13,635 13,230 13,840 13,226
MY Exports (min bu}) 1.6800 1,600 1,580 1,300
Total Demand (min bu) 12605 12720 12712 12,655
Ending Stock 303 1,183 736 543
Stocks to Use % 7.2% 9.3% 6.3% 51%

(US corn stocks to use, %)
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Sources: USDA and Morgan Stanley Commodity Research estimates

Figure 6: US soybean production versus Chinese soybean imports

US soybean production

Chinese soybean imports

LHS: US acreage, min acres; RHS: US soybean yield, bu/acre)
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BUALUANG SECURITIES PUBLIC COMPANY LIMITED — 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 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 IS OR MAY BE A CO-UNDERWRITER IN RESPECT OF THE INITIAL
PUBLIC OFFERING (“IPO”) OF SECURITIES OF SRIRACHA CONSTRUCTION PUBLIC COMPANY LIMITED. “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 ACTS AS MARKET MAKER AND ISSUER OF DERIVATIVE WARRANTS on
the securities ADVANC, AOT, BANPU, BAY, BCP, BEC, BGH, BH, BIGC, BJC, BLA, BTS, CPALL, CPF, DTAC, EGCO, ESSO, GLOW,
HMPRO, HEMRAJ, INTUCH, IRPC, IVL, KBANK, KTB, LH, MINT, PS, PTT, PTTEP, PTTGC, SCB, SCC, SPALI, STA, TCAP, THAI,
TISCO, TOP, TMB, TPIPL, TRUE, TUF. Before making an investment decision over a derivative warrant, a potential investor should
carefully read the prospectus for the details of the said derivative warrant.

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 base 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.

Score Range Number of Logo Description
90 - 100 AbAAA Excellent
80 -89 AbLAA Very Good
70-179 AAA Good
60 — 69 Ab Satisfactory
50 - 59 A Pass
Below 50 No logo given N/A
BUALUANG RESEARCH — RECOMMENDATION FRAMEWORK
STOCK RECOMMENDATIONS SECTOR RECOMMENDATIONS
BUY: Expected positive total returns of 15% or more over OVERWEIGHT: The industry, as defined by the analyst's
the next 12 months. coverage universe, is expected to outperform the relevant
primary market index over the next 12 months.
HOLD: Expected total returns of between -15% and NEUTRAL: The industry, as defined by the analyst's
+15% over the next 12 months. coverage universe, is expected to perform in line with the
relevant primary market index over the next 12 months.
SELL: Expected negative total returns of 15% or more UNDERWEIGHT: The industry, as defined by the
over the next 12 months. analyst's coverage universe, is expected to underperform
the relevant primary market index over the next 12
months.
TRADING BUY: Expected positive total returns of 15%
or more over the next 3 months.
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