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Ananda Development: Challenging 2020E

Downgrade to Underperform with PO of Bt2.20/share

We downgrade ANAN to Underperform from Neutral and lower our PO to
Bt2.20/share (from Bt3.10). We cut our estimates by 24%-26% for 2019E and 2020E
to factor in weaker revenue, equity income and launch plan. ANAN's earnings
outlook will be challenging depending on the sales of stock on hand. Despite a
weaker investment plan, its balance sheet remains stretched with net gearing over
1x. Its diversification to serviced apartments should benefit the company in 2021E.
Note that we assume a higher dividend payout of 50% in 2019E-2021E.

2019 operations recap

ANAN achieved presales of Bt26.8bn last year, down 15% YoY. The decline was not a
surprise to the market due to weaker condo take-up rates and a smaller launch plan
of Bt16bn, which consisted of four condo and two landed property projects.

2020 business plan

ANAN targets to achieve presales of Bt20bn this year, down 25% YoY. While the
target looks conservative, we see it as challenging as this implies that ANAN will
have to boost its sales of stock on hand to Bt4.2bn per quarter from last year's figure
of Bt3.0-3.5bn. Despite having eight projects in the pipeline, ANAN plans to launch
only one condo project, Ideo Phahol Saphan Khwai, in 2Q20 with a project value of
Bt8.5bn. ANAN targets housing revenue of Bt22bn (including JV projects). However,
with smaller launches and backlog on hand, ANAN will need to boost sales of its
stock on hand to achieve its presales and revenue target. Note that the backlog on
hand has secured 56% of its guideline. ANAN will commercially operate two serviced
apartments this year. Somerset Rama 9 will be operational in 1Q and Lyf Sukhumvit
8 will be operational in 2Q. ANAN targets to achieve revenue of Bt300mn and we
assume that the projects will break even this year. ANAN will keep a low land
acquisition budget at Bt3bn this year.

4Q preview

ANAN should report pre-ex net income of Bt414mn, down 41% YoY but up 69%
QoQ. 2019 pre-ex net income should be Bt963mn, down 60% YoY mainly due to
weaker transfers.

Estimates (Dec)

(Bt) 2017A 2018A 2019E 2020E 2021E
Net Income (report - mn) 1,328 2,419 1,001 1,003 1,202
EPS 0.40 0.73 0.30 0.30 0.36
EPS Change (YoY) -11.5% 82.1% -58.6% 0.2% 19.8%
DPS 0.13 0.25 0.14 0.15 0.18

Valuation (Dec)

2017A 2018A 2019E 2020E 2021E
P/E 5.3 29 7.1 71 5.9
Dividend Yield 6.1% 11.8% 6.6% 7.1% 8.5%
EV / EBITDA 9.7 105.1 -194.0 -122.3 292.6
Free Cash Flow Yield -48.2% -75.4% -94.1% 11.6% -9.7%
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Bus Performance (Dec) 2017A 2018A 2019E 2020E 2021E
Return on Asset 4.8% 6.8% 2.3% 2.3% 2.7%
Return on Equity 11.5% 17.1% 6.2% 6.1% 7.2%
Operating Margin 14.4% 0.7% -2.7% -4.2% 0.2%
Free Cash Flow (Bt mn) -3,408 -5,326 -6,646 822 -685
Quality of Earnings (Dec) 2017A 2018A 2019E 2020E 2021E
Cash Realization Ratio (x) -0.8 -1.0 -6.5 1.0 -04
Asset Replacement Ratio (x) 1.0 0.9 1.2 1.2 1.2
Net Debt-to-Equity Ratio 0.8 0.8 1.2 13 13
Interest Cover 3.9 0.3 (0.1) (0.2) 0.1
Income Statement Data (Dec) 2017A 2018A 2019E 2020E 2021E
(Bt Millions)
Sales 12,402 9,934 8,695 8,153 9,050
% Change 5.7% -19.9% -12.5% -6.2% 11.0%
EBIT 1,780 72 -235 -339 16
% Change 16.5% -96.0% -428.1% -44.4% 104.7%
EBITDA 1,907 215 -151 -253 104
% Change 17.5% -88.7% -170.2% -68.0% 140.9%
Net Interest & Other Income 19 46 -109 -84 -316
Net Income (report - mn) 1,328 2,419 1,001 1,003 1,202
% Change -11.5% 82.1% -58.6% 0.2% 19.8%
Free Cash Flow Data (Dec) 2017A 2018A 2019E 2020E 2021E
(Bt Millions)
Net Income from Cont Operations (GAAP) 1,328 2,419 1,001 1,003 1,202
Depreciation & Amortization 127 143 84 86 88
Change in Working Capital -2,819 -2,678 -6,352 1,234 -370
Capital Expenditure -126 -122 -104 -104 -104
Free Cash Flow -3,408 -5,326 -6,646 822 -685
Net Debt 10,310 13,488 20,237 21,928 21,454
Balance Sheet Data (Dec) 2017A 2018A 2019E 2020E 2021E
(Bt Millions)
Cash & Equivalents 2,063 4914 3,000 0 0
Trade Receivables 1,072 773 505 474 526
Other Current Assets 19,026 22,316 27,216 25,843 26,379
Property, Plant & Equipment 814 684 707 727 746
Other Non-Current Assets 6,929 12,886 14,203 15,663 17,231
Total Assets 29,904 41,573 45,641 42,707 44,868
Short-Term Debt 4,141 7,585 11,021 15,328 18,257
Other Current Liabilities 3,898 5,020 3,976 2,191 4,531
Long-Term Debt 8,232 10,817 12,216 6,600 3,196
Other Non-Current Liabilities 173 162 171 179 188
Total Liabilities 16,444 23,584 27,410 24,253 26,161
Minority interest 1,063 2,034 1,994 1,954 1,914
Total Equity 12,396 15,955 16,227 16,500 16,807
Total Equity & Liabilities 29,904 41,573 45,641 42,707 44,868
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Figure 1: ANAN - Changes in basic assumptions

2019E 2020E 2021E
Housing revenue (Bt mn)
Current 4,650 3,926 4,540
Previous 4,790 4,184 5,406
% Change (2.93) (6.16) (16.02)
Gross margin
Current 27.7% 28.3% 29.9%
Previous 27.7% 28.3% 29.7%
Operating costs to sales, net of tax
Current 30.7% 31.8% 29.2%
Previous 30.8% 32.0% 29.7%
Equity income (Bt mn)
Current 1,262 1,381 1,482
Previous 1,496 1,631 1,472
% Change (15.66) (15.30) 0.68
Recurring net income (Bt mn)
Current 944 1,045 1,238
Previous 1,280 1,355 1,199
% Change (26.23) (22.86) 3.29
Reporting net income (Bt mn)
Current 998 1,045 1,238
Previous 1,334 1,355 1,199
% Change (25.17) (22.86) 3.29

Source: Phatra Securities estimates




@ Phatra

Figure 2: ANAN - 4Q19 results preview

(Bt mn) 4Q19E 4Q18 % YoY 3Q19 % QoQ  2019E 2018 % YoY
Sale of real estate 1,473 1,043 41.3% 1,531 -3.7% 4,650 5,905 -21.3%
Total revenue 2,561 2,335 9.7% 2,569 -0.3% 8,695 9,934 -12.5%
Cost of real estate sold (1,014) (791) 28.2% (1,068) -5.0% (3,363) (4,261) -21.1%
Total cost of sales (1,791) (1,709) 4.83% (1,868) -4.1% (6,259) (6,950) -9.9%
Gross profit - real estate 459 252 82.4% 463 -0.8% 1,287 1,644 -21.7%
Total gross profit 770 626 23.1% 702 9.8% 2,436 2,984 -18.4%
Total SG&A expenses (673) (805) -16.5% (754) -10.8% (2,671) (2,912) -8.3%
EBIT 98 (179) -154.4% (53) -285.6% (235) 72 -428.1%
EBITDA 124 (216) -157.1% (90) -237.8% (319) (72) 345.5%
Other income/ expense 137 130 5.8% 108 27.5% 453 414 9.4%
Interest expense (127) (100) 26.8% (173) -26.4% (565) (368) 53.5%
EBT 108 (150) -171.9% (118) -191.6% (347) 118 -395.0%
Taxes 9 (16) -40.6% 24 -140.1% 69 (88) -178.6%
EAT & before special items 98 (166) -159.3% (94) -204.4% (278) 29 -1045.7%
Total share of profit from associates & JV 277 886 -68.7% 361 -23.1% 1,262 2,341 -46.1%
Pre-exceptional profit 443 720 -38.4% 244 81.4% 944 2,393 -60.5%
Total extraordinary items - (21) -100.0% (10) -100.0% 54 27 99.8%
NI 443 699 -36.6% 234 89.5% 998 2,419 -58.7%
EPS (Bt) 0.13 0.21 -36.6% 0.07 89.5% 0.30 0.73 -58.7%
Pre-exceptional EPS (Bt) 0.13 0.22 -38.4% 0.07 81.4% 0.28 0.72 -60.5%
Key ratios

Gross margin - real estate (%) 31.2% 24.1% N.A. 30.2% N.A. 27.7% 27.8% N.A.
Gross margin (%) 30.1% 26.8% N.A. 27.3% N.A. 28.0% 30.0% N.A.
OPEX as % of sales (%) 26.3% 34.5% N.A. 29.4% N.A. 30.7% 29.3% N.A.
EBIT margin (%) 3.8% -7.7% N.A. -2.0% N.A. -2.7% 0.7% N.A.
EBITDA margin (%) 4.8% -9.3% N.A. -3.5% N.A. -3.7% -0.7% N.A.
Tax rate (%) 8.8% -10.6% N.A. 20.0% N.A. 20.0% 75.0% N.A.
Net margin (%) 17.3% 29.9% N.A. 9.1% N.A. 11.5% 24.4% N.A.
Net gearing (x) 1.50 1.03 N.A. 141 N.A. 1.50 1.03 N.A.

Source: Company, Phatra Securities estimates
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Figure 3: ANAN - Quarterly presales
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Source: Company, Phatra Securities estimates

Figure 4: Revenue secured by backlog on hand (company + JV)
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Figure 5: ANAN - Quarterly launches
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Figure 6: Property Comp

Price M:;:;et Recurring EPS growth Core PER (x) Yield (%) P(:;' ROE (%) Housing P/E

(Bt)  (US$mn) 2019 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E 2020E 2020E 2021E 2020E  2021E
LH 9.40 3596  -142%  73% 109% 1398 1303 1175 758 652 723 216 167% 181% 318  2.80
AP 6.90 695 -201% 106% 141% 704 636 558 521 566 646 076 125% 130% 636 558
SPALI 17.10 1173 -77%  67%  84% 688 645 595 523 558 605 090 146% 145% 645 595
QH 256 878  -224%  -47%  85% 932 977 90l 657 634 688 099 103% 107% (21.85 (20.29)
LPN 5.25 246 -54%  -85%  50% 603 659 628 1143 1061 1105 057  88%  90% 659 628
PSH 14.80 1037 -160%  -66% 216% 640 685 563 873 820 997 072 108% 124% 685 563
ANAN 212 226 -605% 10.6% 185% 748 676 571 1085 572 800 043  65%  75% 676 571
sc 2.38 318 -54% -18% -17% 590 601 612 678 666 654 055  94%  88% 601 612
SIRI 1.00 461 -62%  -99%  92% 744 825 756 1000 727 794 047  57%  61% 825 756
Average -16.8%  19% 115% 1003 966 871 740 665 744 134 116% 123% 234  2.00

Source: Companies, Phatra Securities estimates

Figure 7: ANAN - P/E band Figure 8: ANAN - Trailing P/E
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Price objective basis and risk

Our 12-month price objective (PO) of Bt2.20 is based on (1) an average P/E of 7.15x,
which is one-standard deviation below its trailing P/E. This is justified by its earnings
risk in 2020E from weak condo outlook which would result in slow presales and
transfers and (2) the combination of DCF valuation for ANAN and joint ventures to
take into account the company's backlog on hand, which has secured part of our
revenue estimates for the 2020-2022 period. Our DCF valuation is based on a 2%
terminal growth rate and a discount rate of 7.2%. Note that we apply a 20% discount
on the DCF valuation to reflect sector headwinds and we value its joint venture
business at 1.0x of its investment value.

The risks to our PO are political headwinds, weaker-than-expected economic
conditions, slower-than-expected housing sales, higher-than-expected competition
among developers, tighter mortgage financing policy from commercial banks and a
stronger-than-expected increase in interest rates.

Special Disclosures

Phatra Securities does and seeks to do business with companies covered in its
research reports. As a result, investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of this report.

Phatra Securities Public Company Limited ("Phatra") under its proprietary trading
desk, may, from time to time, issue derivative warrants that have underlying
securities contained or mentioned in this research report. Should Phatra be the
issuer of the derivative warrants, Phatra may act as the market maker for such
derivative warrants. As a result, investors should be aware that Phatra may have a
conflict of interest that could affect the objectivity of this research report.




@ Phatra

Opinion Key: Investment ratings, indicators of expected total return (price appreciation plus dividend yield) within the six-month period from
the date of the initial rating or the last change in the rating, are: 1 Buy stocks which are expected to have a total return of at least 15%; 2-
Trading Buys which are expected to have a total return between 0-15%; ; 3 Neutral stocks which are expected to remain flat or move in a
range between +10 to minus 10%; 4- Take Profit stocks which are expected to have a total return of 0 to negative 15%; and 5 Underperform
stocks are the least attractive stocks in a coverage cluster (Thailand). Stocks not under coverage are designated Not Rated.

Copyright 2020 Phatra Securities Public Company Limited (“Phatra Securities”). All rights reserved. Any unauthorized use or disclosure is
prohibited. For distribution outside of Thailand, the distribution will be restricted to only “institutional investors” or other similar types of
investors as stipulated in each jurisdiction. In preparation of this research report, Phatra Securities has assumed and relied on the accuracy and
completeness of all information or data supplied or otherwise made available to us including public available information. Phatra Securities
assumes no responsibility for independent investigation or verification of such information and have relied on such information being
complete and accurate in all material respect.

Neither the information nor any opinion expressed constitutes an offer, or an invitation to make an offer, to buy or sell any securities or any
options, futures or other derivatives related to such securities ("related investments"). Officers of Phatra Securities may have a financial interest
in securities of the issuer(s) or in related investments. Phatra Securities or its affiliates may from time to time perform investment banking or
other services for, or solicit investment banking or other business from, any entity mentioned in this research report.

This research report is prepared for general circulation and is circulated for general information only. It does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person who may receive this research report. Phatra
Securities assumes no obligation to update or otherwise revise this research report. Investors should seek financial and investment advice
regarding the appropriateness of investing in any securities or investment strategies discussed or recommended in this research report and
should understand that statements regarding future prospects may not be realized. Investors should note that income from such securities, if
any, may fluctuate and that each security's price or value may rise or fall. Accordingly, investors may receive back less than originally invested.
Past performance is not necessarily a guide to future performance.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or related investment mentioned in this
research report. In addition, investors in securities such as ADRs, whose values are influenced by the currency of the underlying security,
effectively assume currency risk.



