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Siam Wellness Group  
The thriving business of wellness     
■ SPA is Thailand’s largest spa operator by number of outlets and revenue in 2015, with 

proven value-creation track record via integrated business model & diversified brands. 
■ It has demonstrated superior profitability (CY16 net margin of 19.4%) compared to its 

local peers (average 4%) due to its high operational efficiency.   
■ We think SPA would benefit from the rising inbound tourist arrivals to Thailand. 
■ In addition to strong estimated FY16-19F EPS CAGR of 32.4%, we think SPA has 

earnings upside potential from future acquisitions and overseas market expansion.  
■ We initiate coverage with an Add rating and a DCF-based target price of THB19.40.  

 

Thailand’s largest spa chain       
SPA is the largest spa player in Thailand in terms of number of outlets and revenue, with 
2015 market share of 14%, according to Business Online. We expect SPA to maintain its 
market leadership position in Thailand and forecast FY16-19F EPS CAGR of 32.4%, 
underpinned by: 1) strong network expansion of 10 new branches p.a. in FY17-19F; 2) 
robust SSSG, driven by Thai tourism boom; and 3) higher margins from expansion of spa 
products portfolio and new mid-range hotel spa model.       

Most comprehensive and efficient spa operator in th e country  
SPA is a fully-integrated company involved in upstream and downstream businesses on 
the spa value chain. Its superior operational efficiency has led to high net margin of 
19.4% in CY16 (vs. local peer average of 4%). SPA also owns a massage school, which 
gives it a competitive edge over its competitors in spa service quality and speed of 
network expansion, enabling SPA to secure desirable locations before its rivals.    

Strong store rollout to capitalise on Thailand’s to urism boom   
We expect SPA to be a major beneficiary of Thailand’s tourism boom as its brands are 
widely recognised by tourists, especially those from China, Taiwan and Korea (large 
proportion of tourist arrivals in Thailand). The rising global trend of wellness tourism could 
also help SPA expand in tandem with the Thai tourism industry. We are positive on SPA’s 
ongoing branch expansion as it would give the company access to a wider range of 
customers and enable it to fully capitalise on the rising tourist arrivals in the country.  

Gross margin expansion from hotel spas and spa prod ucts   
 We believe SPA has significant room for gross margin expansion, driven by the 
increasing number of hotel spas, which generate higher FY16 gross margins (GPM) of 
45-50% vs. SPA’s historical 5-year average of 36%). This is mainly due to the lower 
investment cost and shorter payback period for a hotel spa compared to standalone spa. 
SPA also aims to enlarge the contribution from its spa products (FY16 GPM of 50-60%) 
from 7% of total revenue in 1H17 to 10% by FY19F.      

High earnings upside potential from overseas expans ion and M&A  
Overseas expansion and future acquisitions present upside potential to our earnings 
forecasts. SPA is seeking opportunities abroad, especially in Cambodia, Laos, Myanmar 
and Vietnam (CLMV). We think SPA will enter Cambodia first because of the country’s 
proximity to Thailand and growing tourism industry. Given its strong balance sheet, we 
think SPA is well positioned to undertake earnings-accretive acquisitions.   

Initiate with Add       
We initiate coverage with an Add rating and DCF-based target price of THB19.40 on the 
back of anticipated strong earnings growth and potential upside from overseas expansion 
and acquisitions. We think SPA’s current valuation of 28x FY19F P/E is attractive as it is 
below the historical 5-year average of 32x. Downside risks are lower-than-expected 
SSSG, slower-than-expected branch expansion and tourism industry slowdown.        
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Financial Summary Dec-15A Dec-16A Dec-17F Dec-18F Dec-19F
Revenue (THBm) 533 725 985 1,265 1,555
Operating EBITDA (THBm) 163.5 206.8 293.7 393.7 490.5
Net Profit (THBm) 106.5 141.0 191.6 257.9 327.3
Core EPS (THB) 0.19 0.25 0.34 0.45 0.57
Core EPS Growth 220% 32% 36% 35% 27%
FD Core P/E (x) 86.18 65.10 47.89 35.58 28.04
DPS (THB) 0.10 0.10 0.13 0.18 0.23
Dividend Yield 0.62% 0.62% 0.84% 1.12% 1.43%
EV/EBITDA (x) 55.59 44.62 31.65 23.60 18.80
P/FCFE (x) 141.8 NA NA 91.8 49.6
Net Gearing (15.6%) 7.7% 15.7% 12.3% 4.1%
P/BV (x) 16.54 14.36 12.03 10.00 8.24
ROE 20.5% 23.6% 27.3% 30.7% 32.2%
% Change In Core EPS Estimates   
CIMB/consensus EPS (x)   0.95 0.95 0.97
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The thriving business of wellness   
Investment thesis    
The largest fully-integrated spa company in Thailand   
Siam Wellness Group Pcl (SPA) is one of Thailand’s most successful, fully-
integrated spa companies, with businesses on the entire value chain, ranging 
from spa operations, hotel and restaurant business to sale of spa products and a 
massage school. 

The company runs a traditional Thai massage school to train therapists to staff 
its outlets. Hence, SPA’s network expansion can be executed at a faster rate 
than its competitors. SPA currently operates 38 spa outlets in Thailand and one 
in Kunming, China. SPA’s revenue rose by 38% CAGR in FY11-15, considerably 
faster than the industry’s 7%. As such, SPA has become the largest spa chain in 
Thailand, as we estimate it captured 14% share of the total Thai massage and 
spa market (revenue), valued at THB3.9bn in 2015, based on 695 spa 
companies registered with business information provider Business Online (BOL).  

Diversified brands with superior profitability    
The company operates spas under three separate brands that target different 
customer groups based on income and location – Let’s Relax Spa, RarinJinda 
Wellness Spa and Baan Suan Massage. These brands give SPA access to a 
wider range of customer groups than its competitors, which tend to focus on 
narrower customer niches). In addition, SPA is a fully-integrated spa company 
that is involved in a wide range of spa-related businesses. Its superior 
operational efficiency has led to SPA registering a higher CY16 net margin of 
19.4%, above the 4% average of its local peers, making SPA one of the most 
profitable spa operators in Thailand. 

Despite SPA’s superior profit margins, we believe there is still room for 
improvement via the increasing sales of spa products and increasing number of 
hotel spas, which typically generate higher margins than standalone spas.  

Well positioned to capitalise on Thailand’s tourism boom   
Given that around 75% of SPA’s customers are foreigners (as of 1H17, 
according to the company), we believe SPA is the one of the best options in 
Thailand for a wellness tourism play. The company’s Let’s Relax Spa brand is 
one of the most widely recognised brands for spa and Thai massage among 
tourists. We believe this is due to the large network of Let’s Relax Spa outlets, 
which are mainly located near tourist attractions. Given that Thailand’s tourism 
industry is expanding, we think SPA is in an ideal position to capitalise on the 
industry’s growth, given its strong brands and strategic branch locations that 
meet the demands of its tourist target customer group.   

Strong balance sheet indicates potential earnings upside    
SPA is in a strong financial position, with minimal debt (net debt-to-equity ratio of 
0.08x, cash of THB50m and operating cash flow of THB206m at end-FY16. The 
company guided that it would use its cash in hand for overseas expansion and 
future acquisitions. While our earnings forecasts have not imputed any potential 
acquisitions and overseas expansion, the company’s healthy balance sheet and 
strong cash flow lead us to believe that SPA could enter into earnings-accretive 
M&A deals with potential to create synergies.  
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1. Background 
1.1 Leader in Thailand’s spa market   
Siam Wellness Group Plc (SPA) was established in 2001 by the Utsahajit and 
Jiravanstit families, with authorised capital of THB3m. The company started 
operations with the Let’s Relax Spa day spa brand.  
 

Figure 1: SPA’s key corporate milestones  

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

1.2 Core businesses   
The company is involved in the following core business segments: 1) spa 
operations; 2) hotel and restaurant, 3) spa products – sales and distribution; and 
4) a traditional Thai massage school.  

 

Figure 2: SPA’s business operations       

 

SOURCE: CIMB RESEARCH, COMPANY  
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1) Spa operations:  This is SPA’s largest business segment, accounting for 85% 
of total revenue in 1H17. SPA operates the spas under three brands to cater to 
different customer groups as follows:  

RarinJinda Wellness  Spa: Five-star (company rating) premium spas located in 
5-star hotels and resorts. This brand targets the upper-income customer group.  

Let’s Relax Spa : Four-star (company rating) day spas situated in shopping 
malls and hotels, as well as standalone outlets in tourist attraction areas, 
targeting upper- to middle-income tourist customer segments. Its flagship Let’s 
Relax Onsen and Spa Thonglor in the heart of Bangkok that is inspired by 
traditional Japanese hot spring bathing (onsen) comes under this brand. This 
brand is also used for SPA’s new mid-range hotel spa business model.   

Baan Suan Massage:  Three-star (company rating) neighbourhood massage 
salons situated as a standalone outlets in highly-populated areas that target 
middle-class local consumers.  

 

Figure 3: Spa operations, by brand  

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 
   

Figure 4: RarinJinda Wellness Spa outlet Figure 5: Let’s Relax Spa outlet Figure 6: Baan Suan Massage outlet 

   

SOURCE: CIMB RESEARCH, COMPANY  SOURCE: CIMB RESEARCH, COMPANY  SOURCE: CIMB RESEARCH, COMPANY  
   

 
The company’s revenue increased by 38% CAGR over FY11-15, considerably 
faster than the Thailand spa industry’s 7%. As such, SPA has become the 
largest spa chain in the country, with 14% share of the total Thailand spa market 
(revenue) of THB3.9bn in 2015, based on 695 spa companies registered with 
BOL in FY15.  
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Figure 7: Thailand’s spa market value (revenue, THB  m) and SPA’s market share (2011-
15)   

 

SOURCE: CIMB RESEARCH, COMPANY, BUSINESS ONLINE  
 

 
2) Hotel and restaurant business : In this business segment, SPA operates the 
RarinJinda Wellness Spa Resort, a five-star boutique resort located in 
Chiangmai, the largest city in Northern Thailand. The resort has 35 rooms 
decorated in the Northern Lanna style. According to SPA, in FY16 around 80% 
the resort’s guests were foreign tourists, while the remaining 20% were Thais. 
Positioned at the luxury end of the hotel spectrum, the resort caters to high-end 
customers looking for healthy lifestyle, with room rates ranging from THB6,500 
to THB27,000 per night. SPA also operates the “Deck 1" (in RarinJInda  
Wellness Spa Reosrt) and "D Bistro" restaurants in Chiang Mai.  

 
  

Figure 8: RarinJinda Wellness Spa Resort in Chiangm ai Figure 9: Deck 1 restaurant at the RarinJinda We llness Spa Resort  

  

SOURCE: CIMB RESEARCH, COMPANY  SOURCE: CIMB RESEARCH, COMPANY  
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Figure 10: RarinJinda Wellness Spa Resort room rate s per night (as of FY16)  

 

SOURCE: CIMB RESEARCH, COMPANY  
 

  
3) Spa products – sales and distribution:  The company sells and distributtes 
spa-related products under the Blooming brand, which can be divided into three 
categories: 1) body care products, such as body lotion, liquid and bar soaps; 2) 
other spa products, such as essential oils, incense and scented candles; and 3) 
health food and beverage products, such as herbal tea and snacks. The 
distribution channels for these products are SPA outlets, agents (direct sales), 
product exhibition fairs or tourism events and sales booths in hotels. This 
business segment accounted for around 7% of SPA’s total revenue in 1H17.  

  

Figure 11: Spa products under Blooming brand Figure  12: Spa products for sale in SPA outlet 

  

SOURCE: CIMB RESEARCH, COMPANY  SOURCE: CIMB RESEARCH, COMPANY  
  

 
4) Thai massage school:  SPA’s massage school offers traditional Thai 
massage courses solely to current and future SPA employees. The school 
supports SPA’s network expansion and helps to maintain the quality of service 
provided at its outlets. The school’s certification by the Thailand Ministry of 
Education is testament to the high quality of teaching offered.   

 
 

Figure 13: SPA’s traditional Thai massage school   

  

SOURCE: CIMB RESEARCH, COMPANY  
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1.3 Revenue breakdown   
The bulk of SPA’s revenue is derived from the spa operations business segment, 
which contributed 85% of total revenue in 1H17. Let’s Relax Spa accounted for 
the lion’s share of 1H17 spa revenue (86%), followed by RarinJinda Wellness 
Spa (7%) and Baan Suan Massage (7%).   

Figure 14: Group revenue breakdown in 2014-1H17   F igure 15: Spa revenue breakdown by brand in 1H17 

  

SOURCE: CIMB RESEARCH, COMPANY  SOURCE: CIMB RESEARCH, COMPANY  
  

 

1.4 Cost breakdown   
We observe that staff cost (therapist salaries) comprise the biggest cost 
component for SPA, accounting for 43% of total cost of goods sold in 1H17, 
followed by rental cost at 18% and inventory cost at 16%. A therapist’s salary 
consists of fixed basic pay of THB400 per day plus variable payment based on 
the number treatments delivered.   
 

Figure 16: SPA’s cost breakdown in 2016 

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

1.5 Gross profit breakdown   
We estimate that the spa business segment was the largest contributor to the 
company’s gross profit in FY16 at 81% (with Let’s Relax Spa accounting for 66%, 
RarinJinda Wellness Spa constituting 9% and Baan Suan Massage comprising 
6%). Let’s Relax Spa was the segment’s key FY16 gross profit driver, thanks to 
its superior gross margin (GPM of 40%, based on our estimates) compared to 
the other two brands (15-25%). The spa products business contributed 10% of 
total gross profit in FY16 and delivered the highest GPM (50-60%) of all 
business segments. The remaining of 9% of FY16 gross profit came from the 
hotel and restaurant business segment.    
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Figure 17: FY16 gross margin (GPM) by business segm ent, based on our estimates 

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 
 

Figure 18: Gross profit breakdown by business segme nt and spa brand (FY16), based on our estimates 

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

2. Key competitive advantages 
2.1 Fully-integrated spa chain   
SPA is a vertically-integrated company, with operations on the upstream (spa 
products and massage school) to downstream portions of the value chain (spas 
and hotel). In our view, this allows the company to effectively control the quality 
of services and products offered, as well as improve operating efficiency and 
reduce costs. In addition, the company’s massage school enables it to ensure it 
has a sufficient number of therapists to staff its new outlets, allowing it to expand 
the number of branches at a faster pace than competitors, in our view.   

 

2.2 Diversified branding, pricing and locations   
The company’s three spa brands allows it to target different customer groups 
and gain access to a wider pool of customers than its competitors, in our view. In 
terms of pricing, SPA’s pricing is lower than its competitors at each level but its 
services are of comparable quality. Hence, SPA attracts price-sensitive 
consumers at each level. 

In terms of industry landscape, we divide the company’s three brands into three 
categories based on their location and target customers, as follows: 1) premium 
spa chain located in hotels (RarinJinda Wellness Spa); 2) standalone day spa 
focusing on tourist customer group (Let’s Relax Spa); and 3) standalone day spa 
targeting locals (Baan Suan Massage).    
RarinJinda Wellness Spa:  We view the Devarana Spa [part of Dusit Thani 
(DTC TB, Not Rated)], Mandara Spa [wholly-owned by Steiner Leisure Ltd 
(Unlisted)] and Banyan Tree Spa [part of Banyan Tree Holdings Ltd (BTH SP, 
Not Rated)] as the main rivals of RarinJinda Wellness Spa, as they also offer 
premium spa services and are located in 4- to 5-star hotels. However, its 
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competitors charge more than double RarinJinda Wellness Spa’s prices for the 
same services (Figure 18). In our view, its pricing presents a value proposition 
that would encourage customers at this level to choose RarinJinda Wellness 
Spa over its rivals.  

Figure 19: Comparison between premium spa operators  – RarinJinda Wellness Spa 
characteristics vs. competitors   

SOURCE: CIMB RESEARCH, COMPANY  
 

 
Let’s Relax Spa:  Apart from lower prices, Let’s Relax Spa outlets are typically 
located in better locations than their competitors, such as Divana (Unlisted), The 
Oasis Spa (Unlisted), and Asia Herb Association (Unlisted). SPA chooses 
locations for Let’s Relax Spa outlets with tourists’ convenience and proximity to 
local attractions in mind. For example, Let’s Relax Spa branches in Bangkok are 
located close to popular tourist attractions, shopping malls and Skytrain stations.  
 

Figure 20: Comparison between standalone day spa (t ourist-focused) operators – Let’s 
Relax Spa’s characteristics vs. competitors     

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

Baan Suan Massage:  In our view, Health Land (Unlisted) is a direct competitor 
with Baan Suan Massage as it targets the same local customer group and its 
branches are in highly-populated neighbourhoods. However, SPA’s strategy for 
Baan Suan Massage is to open smaller-sized branches, giving it flexibility in 
terms of location. Therefore, we think that Baan Suan Massage has greater 
flexibility than Health Land in choice of branch location, given its smaller outlet 
size. This is a competitive advantage, as it allows Baan Suan Massage to 
extend its reach to customers more rapidly.  
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Figure 21: Comparison between standalone day spa (l ocal-focused) operators – Baan 
Suan Massage’s characteristics vs. key competitor H ealth Land 

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

2.3 Market leader with superior profitability   
Given its significantly-higher sales growth (2012-16  CAGR of 31%) compared to 
rivals (12-29%), SPA has been the Thai day spa market leader by sales since 
2015, according to BOL. We estimate SPA’s sales increased by 31% CAGR in 
2012-16, compared to only 12% for Health Land, its closest competitor and 
previous market leader in 2014. We expect SPA to succesfully maintain its 
leading position in the Thai day spa market, supported by ongoing branch 
expansion and solid same-store sales growth (SSSG). 
 

Figure 22: Thai day spa operators’ sales comparison  in 2012-16 (THB m)  

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

SPA has consistently delivered superior EBITDA and net margins in 2012-16 
compared to local peers, illustrating its ability to boost revenue and manage 
costs. We believe this is mainly due to SPA’s fully-integrated business model 
and higher number of branches, which led to superior operational efficiency and 
economies of scale.  
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Figure 23: EBITDA margin comparison – day spa opera tors Figure 24: Net margin comparison – day spa ope rators 

  

SOURCE: CIMB RESEARCH, COMPANY  SOURCE: CIMB RESEARCH, COMPANY  
  

 

3. Outlook  
SPA registered robust net profit CAGR of 33% during FY13-16. In our view, this 
uptrend will continue in the coming years and project that SPA will deliver 
revenue CAGR of 29% and net profit CAGR of 32.4% in FY16-19F, underpinned 
by the following catalysts: 
Key revenue drivers 
1) Aggressive network expansion in both domestic and overseas markets. We 
project that SPA will open 10 new domestic outlets p.a. in FY17-19F, which 
translates into the number of branches increasing by a CAGR of 25% during 
FY16-19F. 

2) Solid SSSG of 8-12% p.a. in FY17-19F, driven by robust growth in Thailand’s 
wellness tourism industry. 

Key profit margin drivers 
1) Increasing number of hotel spas, which typically generate higher margins than 
standalone spas due to the lower investment cost.  

2) Rising earnings contribution from spa products, which earn higher margins 
than SPA’s other business segments. 

 

3.1 Strong rollout of new outlets   
In FY17F, SPA plans to open 10 new outlets in Thailand, comprising five 
standalone Let’s Relax Spa branches, two Let’s Relax Spa branches in hotels 
and three Baan Suan Massage branches (in line with our forecasts). All the 
locations for the 10 new branches have been secured by the company and four 
new branches were opened in 1H17. 

For FY18-19F, we project that SPA will open 10 new outlets p.a. in Thailand 
(standalone Let’s Relax Spa: 5, Let’s Relax Spa in hotels: 3, Baan Suan 
Massage: 2).  

We understand that SPA is also studying the possibility of opening new outlets 
abroad in the countries of Cambodia, Laos, Myanmar and Vietnam (CLMV) and 
China. In our view, this offers potential upside to our new outlet forecasts.  

We expect the new outlets to help the company capitalise on the anticipated 
rapid expansion of the Thai and overseas spa markets.  
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Figure 25: Number of SPA outlets (2013-19F, based o n our estimates)  

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

3.2 Domestic market likely to remain strong   
The Thai spa market delivered average sales growth of 7% p.a. in 2012-15 
(based on 695 spa companies registered with BOL), much higher than 
Thailand’s average GDP growth of 3.5% (Figure 26). Thailand’s spa sales 
contracted by 7.0% in 2014 due to political instability in the country but bounced 
back strongly in 2016 to register an increase of 14.8% (5x Thailand’s GDP 
growth of 2.9%).  
 

Figure 26: Thailand spa sales growth vs. GDP growth  (%) and GDP multiplier (x) in 
2012-15  

 

SOURCE: CIMB RESEARCH, COMPANY, BOL  
 

 

Capitalising on rising urbanisation and middle-inco me population in 
Thailand 
We see good growth potential for SPA’s Baan Suan Massage brand, thanks to 
Thailand’s increasing urbanisation and middle-income population. The 
expansion of Baan Suan Massage outlets would help SPA to diversify its 
customer base, as its current customer portfolio comprises mainly foreigners 
(75% of its total customers in 1H17). We note that the level of urbanisation in 
Thailand (52% in 2016) is still low compared to the 70-90% in more developed 
countries, according to the World Bank. 
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Figure 27: Urban population as percentage of total population in Thailand (2005-16)    

 

SOURCE: CIMB RESEARCH, WORLD BANK  
 

Given that the Baan Suan Massage brand targets local middle-class customers 
(monthly incomes of THB15k-50k), we think the expanding middle-class 
population in Thailand would benefit SPA. According to the National Statistical 
Office (NSO), the proportion of Thais with monthly incomes of THB15k-50k in 
Bangkok Metropolitan Region has risen from 31% in 2007 to 42% in 2015.  

We expect the rising middle-class population trend to continue in tandem with 
the country’s economic growth. This would support Baan Suan Massage’s sales 
growth in FY17-19F, in our view. Currently, there are seven Baan Suan 
Massage branches in Bangkok and three branches in second-tier cities including 
Udon Thani, Nong Khai, and Nonthaburi.  
 

Figure 28: Bangkok Metropolitan Region population b reakdown by monthly income  

 

SOURCE: CIMB RESEARCH, NSO  
 

 

3.3 New hotel spa business model and onsen concept to 
boost profit margins and widen target market   
In 2016, SPA launched a new hotel spa business model to expand its target 
market – Let’s Relax Spa outlets in hotels, which are mid-range spas (vs. 
RarinJinda Wellness Spa outlets that are premium spas in hotels). Also in 2016, 
the company introduced a new onsen spa concept with the launch of Let’s Relax 
Onsen and Spa Thonglor, inspired by Japanese hot spring bathing. We are 
positive on both the new hotel spa business model and onsen concept as they 
provide SPA with ample room for growth in terms of number of branches and 
customers. We estimate that the hotel spas and onsen spas generated higher 
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gross margins of 45-50% in FY16 than the company’s historical 5-year average 
of 36% (FY12-16). 

Let’s Relax Spa outlets in hotels have shorter payb ack period than 
standalone outlets 
The new Let’s Relax Spa outlets in hotels have a shorter payback period of less 
than six months vs. three years for a standalone Let’s Relax Spa outlet due to 
the lower capex per outlet of THB1m-2m vs. THB15m-20m for a standalone 
outlet, as most of the renovation works required are typically carried out by the 
hotel operators. We note that the Let’s Relax Spa outlets in the Holiday Inn 
Resort Krabi and Berkeley Hotel Pratunam, which opened in May and Aug 2016, 
respectively, have already achieved break even at net profit level.  

This strategy enables the company to speed up network expansion with lower 
risk, allowing SPA to widen its target market while boosting sales and profitability. 

In 1H17, SPA signed an agreement with The SIS Kata Resort Co Ltd to open a 
Let’s Relax Spa outlet in The SIS Kata Resort, Phuket. In Aug 2017, SPA 
entered into an agreement with Phuket Square Co Ltd to open a Let’s Relax Spa 
in the Millennium Resort Patong Phuket in 4Q17F. At present, SPA has four 
Let’s Relax Spa outlets in hotels (Barkeley Hotel Pratunam, The SIS Kata, 
Holiday Inn Resort Aonang and Millennium Resort Patong Phuket). However, it 
is in negotiations with many hotels to open more outlets. We believe expanding 
this hotel spa business model will be a key focus area for SPA in 2018F.  

   

Figure 29:Let’s Relax Spa in Holiday Inn 
Resort Krabi broke even at net profit 
level within 6 months after opening 

Figure 30 : Let's Relax Spa in Berkeley Hotel 
Pratunam at net profit level within 6 
months after opening 

Figure 31: Let's Relax Spa in The SIS Kata 
Phuket – slated for opening in 3Q17F  

   

SOURCE: CIMB RESEARCH, COMPANY  SOURCE: CIMB RESEARCH, COMPANY  SOURCE: CIMB RESEARCH, COMPANY  
   

 
 
Enlarging customer base with new onsen spa concept  
In Nov 2016, SPA opened its flagship Let’s Relax Onsen and Spa Thonglor in a 
central Bangkok district popular with Japanese expatriates. The company has 
positioned this flagship spa to appeal to the Japanese expatriate market in the 
hope of attracting long-term customers, as well as Korean tourists and locals 
who want an authentic onsen experience.  

The Embassy of Japan in Thailand estimates the number of Japanese 
expatriates in Thailand has increased by 8% p.a. in 2007-16. Japanese 
nationals are now the largest group of expatriates in Thailand, accounting for 
over 20% of the expatriate working population in 2016, according to a Bangkok 
Post report in Nov 2016.  
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Figure 32: Let’s Relax Onsen and Spa Thonglor  

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 
 

Figure 33: Number of Japanese expatriates in Thaila nd (2007-16) 

 

SOURCE: CIMB RESEARCH, EMBASSY OF JAPAN IN THAILAND
 

 

 

3.4 Benefits from Thailand’s tourism boom   
Given that around 75% of SPA’s customers in 1H17 were foreigners, we believe 
SPA is one of the best proxies for rising wellness tourism to Thailand. Despite 
intense competition in the Thailand spa industry, we think SPA is in a good 
position to capitalise on the increasing tourist arrivals in the country, on the back 
of its strong brands and widespread spa network. Our analysis shows strong 
direct correlation of 0.94 between SPA’s sales growth yoy and Thailand tourist 
arrivals growth in 1Q14-2Q17 (Figure 33). We believe this is mainly due to SPA 
brands being widely recognised by tourists and its strategic outlet locations close 
to popular tourist attractions. We note that Let’s Relax Spa has been featured in 
popular travel guides such as Lonely Planet, received the Thailand Trust Mark  
(quality assurance standard) from the Department of International Trade 
Promotion (DITP) in 2012 and was awarded “Best of Spa” at “The Best of 
Thailand Awards Voted by Chinese Tourists” in 2015-17 organised by the 
Tourism Authority of Thailand. 
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Figure 34: SPA’s sales growth and Thailand tourist arrivals 
growth (% yoy) have direct, correlation of 0.94  

Figure 35: SPA’s customer breakdown by nationality in 1H17  

  

SOURCE: CIMB RESEARCH, COMPANY  SOURCE: CIMB RESEARCH, COMPANY  
  

 
Riding on the fast-growing global wellness tourism trend 
Wellness tourism refers to travel in the pursuit of maintaining or enhancing 
personal wellbeing. We believe the rising global popularity of wellness tourism, 
resulting from changing population demographics, emerging middle class, 
increasing health awareness and the healthy lifestyle trend, will drive robust 
demand for spa services in future.  

The Global Wellness Institute (GWI) estimates global wellness tourism 
expenditure was US$563bn in 2015, up 6.8% p.a. in 2013-15 (double the 3.4% 
annual growth in global tourism expenditure). GWI projects the trend to continue 
and that worldwide wellness tourism expenditure will rise to US$808bn by 2020F 
(7% p.a.). 
 

Figure 36: Global wellness tourism expenditure – US $563bn in 2015       

 

SOURCE: CIMB RESEARCH, GWI 
 

Activities associated with wellness tourism include spa treatments (GWI 
estimates spa expenditure represented about 40% of global wellness tourism 
expenditure in 2015).  According to GWI, Thailand is ranked global No.13 by 
wellness tourism market (expenditure) size and No.16 by spa market (revenue) 
size.  

We believe SPA will benefit from the rising wellness tourism trend as Thailand is 
one of the leading destinations globally for wellness tourists. In our view, SPA is 
in a good position to capitalise on this opportunity, given its strong brands and 
strategic branch locations that meet the demands of tourists.  
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Figure 37: Top twenty spa markets by size (revenue)  in 2015  

SOURCE: CIMB RESEARCH, GWI 
 

 
Thailand is one of the top destinations worldwide f or wellness tourism  
Thailand is a leading destination for international wellness tourists as it is seen 
as a safe country and the government has launched several marketing 
campaigns to promote the country’s health and wellness tourism sector. As the 
number of foreign visitors seeking health services in Thailand is on the rise, the 
government has identified medical and wellness tourism as one of 10 target 
industries to actively promote under the “Thailand 4.0” policy. Hence, we expect 
SPA’s earnings to rise in tandem with the tourism industry, supported by the 
government’s ongoing promotion. 

Thailand received 30m tourists in 2015, of which 15m (50%) were wellness 
tourists, based on the Tourism Authority of Thailand (TAT). By 2018F, TAT 
expects the number of wellness tourists to increase to more than 25m (+16% p.a. 
in 2016-18F). We expect this to benefit spa businesses in Thailand, as spas are 
an integral part of wellness tourism and account for a major portion of wellness 
tourism revenue, according to GWI. In 2013-15 Thailand was No.22 in the world 
by number of wellness tourist arrivals, with 1.5m trips p.a. (increase of 8.5% p.a. 
in 2013-15), according to GWI.    
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Figure 38: Leading growth markets for wellness tour ism trips in 2013-15   

OURCE: CIMB RESEARCH, GWI        
 

The number of international tourist arrivals to Thailand have risen steadily by 
estimated 11% CAGR during 2011-16, based on data from the Ministry of 
Tourism and Sports. We believe that the steady momentum will continue and 
that total tourist arrivals growth is on track to meet our forecast of 6% yoy for 
2017F. We also forecast Thailand tourist arrivals growth of 6% yoy in 2018-19F.  

Thailand welcomed 3.13m tourists in Aug (+8.6% yoy), a record-high for a month 
in the low season. As such, the number of tourist arrivals improved 5% yoy in 
8M17. Although Chinese tourist arrivals contracted by -0.3% yoy in 8M17, the 
monthly numbers have improved from 3.2% yoy in May 2017 to 10.3% in Aug.  

Figure 39: International tourist arrivals in Thaila nd (2011-19F), 
based on our estimates  

Figure 40: Thailand tourist arrivals and growth bre akdown by 
region/country of origin in 8M17  

 

 
 

 

SOURCE: CIMB RESEARCH, MINISTRY OF TOURISM AND SPORTS  SOURCE: CIMB RESEARCH, MINISTRY OF TOURISM AND SPORTS   

8M17 8M17 % of total 8M16 %yoy
ASEAN 6,058,355         26% 5,713,143        6%

China 6,632,964         28% 6,656,221        0%

Korea 1,142,169         5% 1,000,560        14%

Europe-Russia 3,417,837         15% 3,370,815        1%

Russia 829,274            4% 651,823          27%

US 688,120            3% 629,585          9%

India 928,020            4% 798,074          16%

Others 3,848,354         16% 3,601,563        7%

Total  23,545,093       100% 22,421,784      5.0%
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3.5 Growth opportunities in Cambodia, Laos, Myanmar and 
Vietnam (CLMV) market   
SPA is currently in negotiations with its strategic partners to expand its footprint 
to the Cambodia, Laos, Myanmar and Vietnam (CLMV) market. We view CLMV 
as a market with high growth potential that offers significant business 
opportunities for SPA because of its geographical proximity, similar lifestyle with 
Thailand and growing tourism industry. SPA’s expansion into this market could 
provide upside to our earnings forecasts. 

According to the International Monetary Fund (IMF), the CLMV registered 
average GDP growth of 6% over the past five years (2012-16), double that of 
Thailand (3%). This trend is likely to continue in 2017-22F, according to the IMF. 
We think the spa and wellness industry in CLMV could be lucrative, given the 
recent influx of tourists and the low number of luxury spa operators in those 
countries. 

SPA stated that it has three options for expansion into the CLMV market – joint 
venture, franchise or management contract. Management estimates investment 
cost of THB15m-20m/branch, similar to the cost of a branch expansion in 
Thailand. 
 

Figure 41: GDP growth of Thailand and CLMV countrie s in 2010-22F  

 

SOURCE: CIMB RESEARCH, IMF  
 

 
Cambodia.  This is the first of the CLMV countries that SPA will expand to, in our 
view. In Aug 2017, SPA established a new subsidiary in Cambodia for operation 
of the spa and massage business, as well as other related businesses and sale 
of spa products in the country. SPA plans to open the first Let’s Relax Spa outlet 
in Cambodia by end-2017F in either Phnom Penh (highest population) or Siem 
Reap, with investment cost of THB20m.  

We view Cambodia as a country with high growth potential, given its booming 
tourism industry. In 2016, the European Council on Tourism and Trade (EECT) 
chose Cambodia as “World’s Best Tourism Destination” and awarded the 
country the “Favourite Cultural Destination” distinction. In 6M17, Cambodia’s 
tourist arrivals growth was 12.8%, above Thailand’s 4.4%. In 6M17, the highest 
number of tourist arrivals in Cambodia came from China (20%), followed by 
Vietnam (15%) and South Korea (7%). The number of Chinese tourist arrivals in 
Cambodia rose 15% from 461,761 in 6M16 to 529,967in 6M17.  

The Cambodian government expects to attract around 7m (9% p.a. growth in 
2017-20F) foreign tourists by 2020F, generating estimated revenue of around 
US$5bn that year. Given that the Let’s Relax Spa brand is already well-
recognised by Chinese and South Korean tourists, we believe SPA’s entry into 
the growing Cambodian market presents a good opportunity to expand earnings.  
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Figure 42: International tourist arrivals in Cambod ia (2006-16) Figure 43: Cambodia tourist arrivals and growth bre akdown by 
country of residence in 6M17  

 

 
 

 

SOURCE: CIMB RESEARCH, MINISTRY OF TOURISM (MOT) CAMBODIA SOURCE: CIMB RESEARCH, MOT CAMBODIA  
  

 

3.6 Potential margin expansion from increasing sales of spa 
products   
The company aims to pay more attention to the spa products segment moving 
forward because it earns higher gross margins (GPM) of 50-60% in FY16 vs. 
SPA’s average of 36%. As part of this process, SPA plans to upgrade the 
Blooming brand image to raise its brand value and pricing power. The company 
targets to expand spa products contribution from 5.9% of total revenue in FY16 
to 10% by FY19F (our forecast is 9.3%). 

 

Figure 44: SPA’s segmented revenue vs. gross margin  (GPM) in FY16 and FY19F, 
based on our estimates  

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

3.7 Potential value accretion from acquisitions   
While our earnings forecasts do not include contribution from potential 
acquisitions, SPA’s healthy balance sheet and strong cash flow support our view 
that SPA could enter into earnings-accretive M&A deals that have potential to 
create synergies. Management said it is currently in negotiations with an 
external party to acquire a number of spa-related businesses.  

SPA’s acquisition track record (including Tiger Eyes group and Baan Suan 
Massage) demonstrates its commitment to carrying out high-value M&A deals in 
order to gain market share and create synergies. 

 6M17 6M17 % of total  6M16 %yoy
China           529,967 20%        461,761 14.8%

Vietnam 392,388          15% 378,737       3.6%

South Korea 190,310          7% 140,072       35.9%

Thailand 168,244          6% 152,296       10.5%

US 135,338          5% 103,387       30.9%

UK 89,350           3% 80,170         11.5%

Malaysia 78,482           3% 86,436         -9.2%

France 66,365           2% 67,033         -1.0%

Australia 45,727           2% 77,574         -41.1%

Other 966,508          36% 14,413         18.8%

Total 2,662,679       100% 2,360,932    12.8%
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SPA’s latest acquisitions were Tiger Eyes Trading Co Ltd and Tiger Eyes 
Education Co Ltd for total investment cost of THB1m in Jan 2017. Management 
thinks the deal enhances its spa product operations by allowing for vertical 
integration and value creation. Tiger Eyes Trading imports spa and beauty 
products from France, the UK, the US and Canada for distribution to spa 
operators and beauty centres in Thailand. The acquisition enables SPA to offer 
a wider range of products for sale and for use at its outlets, benefiting both the 
spa product and spa operation business segments. SPA’s resulting larger 
product portfolio also lowers brand concentration risk for the spa products 
segment. Tiger Eyes Education operates a massage, spa and beauty training 
academy for Thai and foreign therapists. We see potential synergies between 
this business and SPA’s traditional Thai massage school, supporting its branch 
network expansion and helping to control spa service quality.  

 

3.8 Expanding customer base with additional services   
The company plans to offer more treatments moving forward, including nail spa 
services, in order to expand its customer base. With the nail services, the 
company’s aims to give its customers, especially couples, more treatment 
choices. SPA aims to start offering nail services at two of its spa outlets in 
central Bangkok by 4Q17F.  

 

4. Financials  
4.1 Revenue and earnings forecasts   
We forecast revenue and net profit CAGRs of 29% and 32.4%, respectively, for 
FY16-19F. Our FY17F revenue growth forecast of 36% is higher than the 
company’s target of 30% because we expect solid SSSG of 12% this year. We 
believe SPA’s revenue and earnings growth in FY17-19F would be supported by  
solid SSSG (8-12%), increasing number of branches, higher percentage of 
revenue from spa products and strong cost control. Hence, we expect gross and 
net margin improvement over FY17-19F.   

 

Figure 45: Revenue by business segment (THB m) Figu re 46: Net profit, based on our estimates (THB m) 

  
SOURCE: CIMB RESEARCH, COMPANY   SOURCE: CIMB RESEARCH, COMPANY   

 

 

We project that SPA will open 2-3 Let’s Relax Spa outlets in hotels over FY17-
19F, as the company focuses on expansion in this model due to its lower 
investment cost vs. standalone outlets. We estimate this would increase the 
proportion of hotel spas as a percentage of SPA’s total number of outlets from 
6% in 2016 to 16% in FY19F. This, coupled with the rising proportion of revenue 
from spa products would raise SPA’s GPM in FY17-19F, in our view.  
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Figure 47: SPA’s SSSG, based on our estimates (FY14 -19F) Figure 48: Number of branches, based on our e stimates  

 

 

SOURCE: CIMB RESEARCH, COMPANY   SOURCE: CIMB RESEARCH, COMPANY 

 

 

4.2 Rising profitability   
We project that SPA’s profit margins will increase gradually over the next three 
years supported by: 1) higher revenue contribution from spa products and hotel 
spas, which generated FY16 GPM of 50-60% and 45-50%, respectively, above 
the company historical 5-year average of 36% (FY12-16); and 2) rising payment 
per visit from increasing number of services and products.   

We estimate that SPA will register a higher SG&A-to-sales ratio of 13.7% in 
FY17F (vs. 12.3% in FY16)  due to the increase in the number of staff and salary 
expenses due to network expansion. However, we expect this ratio to moderate 
in FY18-19F, as we expect higher marketing and advertising expenses to be 
spread over an increasing number of stores.  

As such, we project SPA’s net margin (NPM) to gradually improve from 19.4% in 
FY16 to 21% in FY19F.  

Figure 49: SPA’s profit margins and SG&A-to-sales r atio, based on our estimates, in 
FY14-19F     

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

 

 

 Number of branches 2016 2017F 2018F 2019F

 Let's Relax 18 23 28 33

RarinJinda 3 3 3 3

Baan Suan 8 11 13 15

Let’s Relax Spa in hotels 2 4 7 10

Total 31 41 51 61

% of total branches

Let's Relax 58% 56% 55% 54%

RarinJinda 10% 7% 6% 5%

Baan Suan 26% 27% 25% 25%

Let’s Relax Spa in hotels 6% 10% 14% 16%
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4.3 Strong cash flow generation with healthy balance sheet    
SPA is in a strong financial position, with minimal debt (net debt-to-equity ratio of 
0.08x, cash of THB51m and operating cash flow of THB206m at end-FY16. The 
company guided that its cash in hand would be used for overseas expansion 
and future acquisitions. 
 

Figure 50: SPA’s capital structure (THB m) 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

4.4 3Q17F results preview    
We expect SPA to post record-high quarterly net profit of THB49m (US$1.5m) in 
3Q17F (+22% yoy, +23% qoq). On a yoy basis, we expect 3Q17F net profit 
growth to be driven by solid SSSG of 10% and branch network expansion (12 
new outlets opened in 4Q16-3Q17F). On a qoq basis, we expect 3Q17F net 
profit to surge by 23% due to favourable seasonal effects, as 2Q is typically low 
season and earnings are negatively affected by employee bonus payments.   

We expect 4Q17F net profit growth momentum to be stronger yoy and for SPA 
to register a new high for quarterly net profit due to the low base in 4Q16 from 
the mourning period for the late-King and government’s crackdown on zero-
dollar tours (cheap tour packages for Chinese tourists).  

   
Figure 51: 3Q17F results preview  

 
SOURCE: CIMB RESEARCH, COMPANY   

 

 

FYE Dec (THB m) 3Q17F 3Q16 %yoy 2Q17 %qoq 3Q17F 3Q16 FY17F %yoy
chg chg cum cum chg Comment

Revenue 254 195 30% 229 11% 710 546 1,000 35% Increase due to positive SSSG and expanded branches
Operating costs 175 132 33% 162 8% 491 376 631 30%
EBITDA 79 64 24% 67 17% 219 170 369 45%
EBITDA margin (%) 31% 33% 29% 31% 31% 37% Decreasing EBITDA margin effected from higher SG&A to sales
Depn & amort. 19 14 38% 19 2% 55 40 210 45%    due to  the increase in number and salary of staff
EBIT 60 50 20% 49 23% 164 130 234 41%
Interest expense 1 1 179% 1 8% 4 1 6 257%
Interest & invt inc 0 0 0% 0 0% 0 0 0 0%
Exceptionals 0 0 0% 0 0% 0 0 0 0%
Pretax profit 62 50 22% 50 23% 168 131 228 39%
Tax -10 -9 7% -7 35% -26 -23 37 61%
Tax rate (%) 16% 18% 14% 15% 18% 16%
Minority interests 0 0 0% 0 0% 0 0 0 0%
Net profit 49 40 21% 40 22% 135 106 192 36%
Core net profit 49 40 21% 40 22% 135 106 192 36%
EPS (THB) 0.09 0.07 21% 0.07 22% 0.24 0.19 0.34 36%
Core EPS (THB) 0.09 0.07 21% 0.07 22% 0.24 0.19 0.34 36% Increase due to positive SSSG and expanded branches
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Figure 52: Quarterly SSSG (% yoy) Figure 53: SPA’s quarterly net profit (THB m) and profitability 
(%) 

  
SOURCE: CIMB RESEARCH, COMPANY   SOURCE: CIMB RESEARCH, COMPANY   

  

 

5. Key risks  
Fluctuations in the tourism industry    
Given that the majority of SPA’s customers are tourists, fluctuations in the 
number of tourist arrivals in Thailand would have significant impact on its 
operational performance. There are many factors beyond the company’s control 
that could negatively affect travel to Thailand, including political instability, 
terrorism, disease epidemics, natural disasters and global economic recessions.  

To manage this risk, the company plans to increase the proportion of domestic 
customers and reduce its reliance on the tourist group of customers. SPA 
intends to achieve this by the expansion of its Baan Suan Massage outlets.  

 

Shortage of therapists   
In our view, therapist staff are the most critical resource for the spa business. 
Therefore, a shortage of therapists could have negative impact on the 
company’s operations and future plans.  

SPA attempts to reduce this risk by ensuring therapists are not allocated an 
excessive number of customers and by providing adequate staff welfare benefits. 
In addition, the company operates its own massage training school to train 
therapists to accommodate its network expansion and replace personnel who 
resign. As such, we estimate the company’s therapist staff turnover rate of 8-
10% is significantly lower than the industry of 15-20%. 
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6. SWOT analysis  
In our view, a key strength that would help to sustain SPA’s earnings growth 
momentum over the next three years is its fully-integrated spa value chain, 
which allows the company to control spa service quality and improve operating 
efficiency. In addition, SPA has the highest number of outlets in Thailand among 
local spa operators, enabling it to enjoy superior profit margins due to 
economies ofs scale.  

We think SPA’s key weakness is its heavy dependence on the tourist industry. 
SPA plans to diversify its customer portfolio through the expansion of Baan 
Suan Massage stores, which target domestic customers. 

Given that spa treatments are discretionary services, global/Thailand economic 
slowdown is the key threat to SPA’s earnings, in our view. Furthermore, there is 
intense competition in the spa industry because of the low barriers to entry.  

However, we think the threats would be mitigated by SPA’s diversified branding 
and pricing strategies. The company has three brands of spa services that target 
different customer groups, which we believe would allow SPA to gain access to 
a wider range of customers than its competitors. In terms of pricing, SPA’s 
pricing is lower than its competitors at each level but offer comparable quality to 
rivals in order to attract price-sensitive consumers at each level. 

 

Figure 54: SWOT analysis  

Strengths Weaknesses 
1. Fully-integrated business, with high 

operational efficiency 
1. Low barriers to entry. 
 

2. Highest number of branches in Thailand – 
lower cost from economies of scale and 
high-traffic locations. 

 

2. Highly dependent on tourism industry. 

Opportunities Threats 
1. Booming tourism industry in Thailand. 1. Highly-competitive market. 
2. Rising wellness tourism trend globally. 2. Weak economy 
3. Fast-growing spa industry due to the 
changes in consumer lifestyle. 
4. Fragmented spa market in CLMV 

countries. 

 

 

   SOURCE: CIMB RESEARCH, COMPANY 

 

 
 

7. Valuation and recommendation  
Initiate coverage with Add   
We initiate coverage on SPA with an Add rating and target price of THB19.40 
based on DCF valuation (WACC of 6.5% and terminal growth rate of 2.5%). 

Our target price implies 33.8x FY19F P/E, slightly above the historical 5-year 
average of 32x. We believe the above-historical average target P/E is justified by 
our strong EPS CAGR projection of 32.4% for FY16-19F (above the the 22.4% 
average of local peers in the tourism sector) and FY17-19F ROE of 27.3-32.2% 
(vs. the 13.8-15.6% average of its local peers).  
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Figure 55: DCF calculation and target price  

 

SOURCE: CIMB RESEARCH  
 

 

SPA is now trading at 35.6x FY18F P/E, above its historical 5-year average of 
32x and local tourism peers average of 27.8x. However, we believe SPA 
deserves to trade at premium over local peers, given its strong FY17-19F EPS 
growth of 27-36% and superior profitability (based on our estimates). We note 
that SPA traded at 39.4x forward P/E in FY16 when it delivered EPS growth of 
32.4%. 

In our view, SPA’s current share price is attractive in the long run, as its FY19F 
P/E of 28x is lower than the historical 5-year average of 32x. We believe SPA 
deserves to trade at more than 1 s.d. above its historical 5-year average P/E due 
to its superior EPS CAGR of 32.4% during FY16-19F (vs. the 22.4% average of 
its domestic tourism peers) and bright sales outlook.  

 

Figure 56: SPA’s 1-year forward P/E 

 

SOURCE: CIMB RESEARCH, COMPANY  
 

 

 

 

 

 

 

Year (THB m) 2018F 2019F 2020F 2021F 2022F 2023F
Operating profit 318 401 450 503 539 589
Depreciation and Amortisation 91 105 114 116 116 114
EBITDA 409 505 563 619 654 703
Provision for income tax (P&L) -52.8 -67.0 -75.5 -84.5 -90.8 -99.3
Notional cash taxes on ungeared operations -1.4 -1.2 -1.2 -1.1 -1.0 -0.9
Changes in working capital 12 12 2 9 8 9
Operating cash flow 366 449 489 542 571 611
CAPEX -230 -230 -150 -120 -100 -100
Operating Free Cash Flow (OpFCF) 136 219 339 422 471 511
Terminal Value 13,092 
PV of Free Cash Flow 1,624     
PV of Terminal Value 9,553     
Enterprise value 11,177    
Add: Cash&Cash equivalent 47
Less: Debt -160
         Minorities -
Equity value 11,064    
DCF-based target price (THB) 19.40     
WACC (%) 6.5%
   Risk-free rate 3.0%
   Risk premium 5.0%
   Beta 0.9
   Cost of equity 7.6%
   Weigth of equity 0.7
   Pre-tax cost of debt 4.0%
   Cost of debt 3.2%
   Weigth of debt 0.3
Terminal growth (%) 2.5%
Number of years 5
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Figure 57: EBITDA margin comparison – tourism secto r Figure 58: Net margin comparison – tourism sector 

 
 

SOURCE: CIMB RESEARCH, COMPANY  SOURCE: CIMB RESEARCH, COMPANY  
  

 

 

Figure 59: Sector comparison  

 

Note: As of 27 Oct 2017

SOURCE: CIMB RESEARCH, BLOOMBERG 
 

 

Bloomberg Price Target price Market Cap

Ticker (local curr) (local curr) (US$ m) FY17F FY18F FY19F FY17F FY18F FY19F FY17F FY18F FY19F FY17F FY18F

Thailand - Tourism
Siam Wellness Group SPA TB Add 16.10 19.40 276.1 47.9 35.6 28.0 32.4% 12.0 10.0 8.2 27.3% 30.7% 32.2% 0.8% 1.1%
Central Plaza Hotel CENTEL TB Add 45.50 52.00 1,845 29.5 25.9 22.3 16.7% 5.3 4.8 4.2 18.2% 19.4% 20.2% 1.5% 1.7%
Minor International MINT TB Add 42.75 52.50 5,670 32.8 27.9 23.6 24.1% 4.0 3.6 3.3 13.0% 13.7% 14.7% 1.0% 1.2%
The Erawan Group ERW TB Not Rated 7.10 NA 534.2 37.5 32.2 28.2 22.1% 3.3 3.1 2.9 9.2% 10.1% 10.7% 1.1% 1.3%
Tourism average 8,325 32.6 27.8 23.7 22.4% 4.0 3.9 3.5 13.8% 14.6% 15.6% 1.2% 1.3%

Thailand- Consumer discretionary
Beauty Community BEAUTY TB Add 18.40 15.60 1,659 52.0 42.4 35.9 33.2% 38.7 35.5 32.3 76.5% 87.3% 94.2% 1.7% 2.1%
Mc Group MC TB Reduce 15.70 12.30 377.2 20.4 16.7 16.0 -1.9% 3.1 3.1 3.0 14.8% 18.5% 19.1% 5.7% 5.7%
Consumer Discretionary average 2,036 40.4 32.9 29.1 16.1% 12.2 12.0 11.5 30.2% 36.9% 40.3% 2.5% 2.8%

Global – Wellness
Planet Fitness PLNT US Not Rated 25.90 NA 2,547 33.1 27.1 24.2 69.8% na na 30.8 -64.8% -145.0% 350.7% na na
Basic-Fit NV BFIT NA Not Rated 19.50 NA 1,237 42.8 26.8 18.3 na 3.4 3.1 2.7 8.0% 12.0% 15.9% na na
ClubCorp Holdings MYCC US Not Rated 17.10 NA 1,121 58.5 26.4 33.8 110.0% 6.1 5.4 3.7 11.7% 21.6% 13.0% 3.1% 3.0%
Ardent Leisure Group AAD AU Hold 764.00 1.70 684.1 56.6 33.8 22.0 -27.9% 1.7 1.6 1.6 3.5% 5.7% 7.8% 2.1% 2.3%
Gokurakuyu Holdings 2340 JP Not Rated 764.00 NA 119.6 59.7 54.5 59.5 -8.9% na na na na na na 0.8% 0.8%
Gym Group GYM LN Not Rated 2.17 NA 365.5 29.0 23.5 18.7 36.2% na na na na na na 0.6% 0.7%
Gesundheitswelt Chiemgau AG JTH GR Not Rated 280.00 NA 24.36 na na na na na na na na na na na na
Talwalkars Better Value Fitness TALW IN Not Rated 283.45 NA 129.7 13.9 10.2 8.9 14.2% 1.7 1.5 1.3 12.3% 15.4% 15.1% 0.7% 0.6%
Groupe Partouche SA PARP FP Not Rated 31.50 NA 353.8 16.4 13.8 12.1 33.4% 0.9 0.9 0.8 5.8% 6.5% 6.9% na na
International average 6,582 35.4 24.9 21.6 68.1% 5.2 4.6 3.7 15.3% 20.0% 19.1% 1.3% 1.4%

Average (all) 16,943 34.4 27.2 23.4 33.4% 4.8 4.5 3.9 15.2% 17.5% 17.9% 1.4% 1.5%

Div. Yield
Company Recom.

P/E (x) 3-year 
EPS 

CAGR (%)

P/BV (x) Recurring ROE (%)
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Profit & Loss 

(THBm) Dec-15A Dec-16A Dec-17F Dec-18F Dec-19F
Total Net Revenues 533.2 725.2 984.6 1,264.7 1,554.9
Gross Profit 237.3 295.8 428.6 558.1 692.6
Operating EBITDA 163.5 206.8 293.7 393.7 490.5
Depreciation And Amortisation (39.0) (55.3) (74.7) (91.1) (104.9)
Operating EBIT 124.5 151.5 219.0 302.5 385.6
Financial Income/(Expense) (1.2) (1.6) (5.6) (6.8) (6.2)
Pretax Income/(Loss) from Assoc. 0.0 0.0 0.0 0.0 0.0
Non-Operating Income/(Expense) 10.3 13.9 15.0 15.0 15.0
Profit Before Tax (pre-EI) 133.6 163.8 228.4 310.7 394.4
Exceptional Items
Pre-tax Profit 133.6 163.8 228.4 310.7 394.4
Taxation (27.1) (22.9) (36.8) (52.8) (67.0)
Exceptional Income - post-tax
Profit After Tax 106.5 141.0 191.6 257.9 327.3
Minority Interests
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 106.5 141.0 191.6 257.9 327.3
Recurring Net Profit 106.5 141.0 191.6 257.9 327.3
Fully Diluted Recurring Net Profit 106.5 141.0 191.6 25 7.9 327.3

Cash Flow 

(THBm) Dec-15A Dec-16A Dec-17F Dec-18F Dec-19F
EBITDA 163.5 206.8 293.7 393.7 490.5
Cash Flow from Invt. & Assoc.
Change In Working Capital (3.8) 20.4 0.9 11.5 11.9
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense
Other Operating Cashflow 116.6 3.2 0.0 0.0 0.0
Net Interest (Paid)/Received (1.2) (1.6) (5.6) (6.8) (6.2)
Tax Paid (27.1) (22.9) (36.8) (52.8) (67.0)
Cashflow From Operations 248.0 206.0 252.3 345.6 429.2
Capex (159.5) (274.2) (250.0) (230.0) (230.0)
Disposals Of FAs/subsidiaries (41.0) (16.7) (18.6) (16.8) (13.6)
Acq. Of Subsidiaries/investments 73.8 8.2 (4.1) 2.0 (1.0)
Other Investing Cashflow (56.5) 6.8 1.7 (0.9) 0.4
Cash Flow From Investing (183.3) (275.9) (271.0) (245.6 ) (244.2)
Debt Raised/(repaid)
Proceeds From Issue Of Shares 0.0 0.0 0.0 0.0 0.0
Shares Repurchased
Dividends Paid (42.8) (57.0) (76.6) (103.2) (130.9)
Preferred Dividends
Other Financing Cashflow (65.7) 99.5 80.2 (20.1) (10.0)
Cash Flow From Financing (108.5) 42.5 3.5 (123.3) (140.9 )
Total Cash Generated (43.8) (27.4) (15.2) (23.3) 44.1
Free Cashflow To Equity 64.7 (69.9) (18.7) 99.9 185.0
Free Cashflow To Firm 65.9 (68.3) (13.1) 106.7 191.2
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Balance Sheet 

(THBm) Dec-15A Dec-16A Dec-17F Dec-18F Dec-19F
Total Cash And Equivalents 86.5 50.9 60.6 47.0 103.8
Total Debtors 4.1 8.6 8.6 11.1 13.6
Inventories 13.8 20.2 19.8 25.2 30.7
Total Other Current Assets 9.2 8.4 11.3 14.6 17.9
Total Current Assets 113.6 88.1 100.4 97.8 166.0
Fixed Assets 480.0 698.9 893.6 1,048.9 1,187.8
Total Investments 0.0 0.0 0.0 0.0 0.0
Intangible Assets 25.4 28.1 26.7 27.4 27.1
Total Other Non-Current Assets 36.0 50.0 50.5 50.2 50.4
Total Non-current Assets 541.4 777.0 970.8 1,126.5 1,265 .2
Short-term Debt 0.0 0.0 0.0 0.0 0.0
Current Portion of Long-Term Debt 0.0 20.0 20.0 10.0 10.0
Total Creditors 39.1 70.4 70.9 90.1 110.0
Other Current Liabilities 36.3 30.0 31.7 31.0 31.6
Total Current Liabilities 75.4 120.4 122.7 131.2 151.6
Total Long-term Debt 0.0 80.0 160.0 150.0 140.0
Hybrid Debt - Debt Component 0.0 0.0 0.0 0.0 0.0
Total Other Non-Current Liabilities 10.9 11.4 10.9 11.1 11.0
Total Non-current Liabilities 10.9 91.4 170.9 161.1 151. 0
Total Provisions 13.8 14.4 15.0 14.7 14.9
Total Liabilities 100.1 226.2 308.6 307.0 317.4
Shareholders' Equity 554.9 638.9 762.7 917.4 1,113.8
Minority Interests
Total Equity 554.9 638.9 762.7 917.4 1,113.8

Key Ratios

Dec-15A Dec-16A Dec-17F Dec-18F Dec-19F
Revenue Growth 57.6% 36.0% 35.8% 28.4% 22.9%
Operating EBITDA Growth 139% 26% 42% 34% 25%
Operating EBITDA Margin 30.7% 28.5% 29.8% 31.1% 31.5%
Net Cash Per Share (THB) 0.15 -0.09 -0.21 -0.20 -0.08
BVPS (THB) 0.97 1.12 1.34 1.61 1.95
Gross Interest Cover 106.2 96.7 39.1 44.5 62.2
Effective Tax Rate 20.3% 14.0% 16.1% 17.0% 17.0%
Net Dividend Payout Ratio 40.1% 40.4% 40.0% 40.0% 40.0%
Accounts Receivables Days 4.29 3.20 3.19 2.84 2.90
Inventory Days 13.14 14.51 13.13 11.61 11.83
Accounts Payables Days 49.40 46.68 46.38 41.59 42.35
ROIC (%) 28.1% 26.4% 25.7% 27.7% 30.3%
ROCE (%) 22.3% 22.9% 25.6% 29.5% 32.5%
Return On Average Assets 17.1% 18.7% 20.3% 23.0% 25.0%

Key Drivers

(THBm) Dec-15A Dec-16A Dec-17F Dec-18F Dec-19F
No. of stores (Thailand) 21                      31                      40                      50                      60                      

No. of stores (Overseas) - 1                        1                        1                        1                        

SSSG (%) 46.0% 28.0% 12.0% 10.0% 8.0%

GPM (%) 37.2% 33.2% 35.9% 36.9% 37.8%

NPM (%) 20.0% 19.4% 19.5% 20.4% 21.0%
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DISCLAIMER #01 

The content of this report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by and 
belongs to CIMB and is distributed by CIMB. 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set 
forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to 
comply with these limitations may constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain 
confidential. No part of this report may be  (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or  (ii) redistributed or 
passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMB. 

The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. CIMB 
may or may not issue regular reports on the subject matter of this report at any frequency and may cease to do so or change the periodicity of 
reports at any time. CIMB is under no obligation to update this report in the event of a material change to the information contained in this report. 
CIMB has no, and will not accept any, obligation to  (i) check or ensure that the contents of this report remain current, reliable or relevant,  (ii) ensure 
that the content of this report constitutes all the information a prospective investor may require,  (iii) ensure the adequacy, accuracy, completeness, 
reliability or fairness of any views, opinions and information, and accordingly, CIMB, or any of their respective affiliates, or its related persons (and 
their respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences 
(including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. In 
particular, CIMB disclaims all responsibility and liability for the views and opinions set out in this report.  

Unless otherwise specified, this report is based upon sources which CIMB considers to be reasonable. Such sources will, unless otherwise 
specified, for market data, be market data and prices available from the main stock exchange or market where the relevant security is listed, or, 
where appropriate, any other market. Information on the accounts and business of company(ies) will generally be based on published statements of 
the company(ies), information disseminated by regulatory information services, other publicly available information and information resulting from our 
research. 

Whilst every effort is made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of 
opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the 
document in which they are contained and must not be construed as a representation that the matters referred to therein will occur. Past 
performance is not a reliable indicator of future performance. The value of investments may go down as well as up and those investing may, 
depending on the investments in question, lose more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of 
CIMB or its affiliates to any person to buy or sell any investments.  

CIMB, its affiliates and related companies, their directors, associates, connected parties and/or employees may own or have positions in securities of 
the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may be 
materially interested in, any such securities. Further, CIMB, its affiliates and its related companies do and seek to do business with the company(ies) 
covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment in securities of such 
company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform significant investment 
banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such investment, advisory or other 
services from any entity mentioned in this report. 

CIMB or its affiliates may enter into an agreement with the company(ies) covered in this report relating to the production of research reports. CIMB 
may disclose the contents of this report to the company(ies) covered by it and may have amended the contents of this report following such 
disclosure. 

The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or her 
personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and 
autonomously. No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific 
recommendations(s) or view(s) in this report. CIMB prohibits the analyst(s) who prepared this research report from receiving any compensation, 
incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular 
company. Information barriers and other arrangements may be established where necessary to prevent conflicts of interests arising. However, the 
analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of 
his/their recommendations and the research personnel involved in the preparation of this report may also participate in the solicitation of the 
businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing, among other things, 
may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 

Reports relating to a specific geographical area are produced by the corresponding CIMB entity as listed in the table below. The term “CIMB” shall 
denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in every other 
case, CIMB Group Holdings Berhad ("CIMBGH") and its affiliates, subsidiaries and related companies.  
  

Country CIMB Entity Regulated by 

Hong Kong CIMB Securities Limited Securities and Futures Commission Hong Kong 

India CIMB Securities (India) Private Limited  Securities and Exchange Board of India (SEBI) 

Indonesia PT CIMB Sekuritas Indonesia  Financial Services Authority of Indonesia 

Malaysia CIMB Investment Bank Berhad  Securities Commission Malaysia 

Singapore CIMB Research Pte. Ltd.  Monetary Authority of Singapore 

South Korea CIMB Securities Limited, Korea Branch  Financial Services Commission and Financial Supervisory Service 

Thailand CIMB Securities (Thailand) Co. Ltd.  Securities and Exchange Commission Thailand 
  

(i)  As of October 27, 2017 CIMB has a proprietary position in the securities (which may include but not limited to shares, warrants, call warrants 
and/or any other derivatives) in the following company or companies covered or recommended in this report: 
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(a)   -  

(ii)  As of October 30, 2017, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities (which may include 
but not limited to shares, warrants, call warrants and/or any other derivatives) in the following company or companies covered or recommended in 
this report: 

(a)   -  
 

This report does not purport to contain all the information that a prospective investor may require. CIMB or any of its affiliates does not make any 
guarantee, representation or warranty, express or implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such information 
and opinion contained in this report. Neither CIMB nor any of its affiliates nor its related persons shall be liable in any manner whatsoever for any 
consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage 
thereof. 

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB and its affiliates’ 
clients generally and does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person 
who may receive this report. The information and opinions in this report are not and should not be construed or considered as an offer, 
recommendation or solicitation to buy or sell the subject securities, related investments or other financial instruments or any derivative instrument, or 
any rights pertaining thereto. 

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual 
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, 
financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this research report. 

The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors. 

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB Securities (Singapore) Pte. Ltd. and CIMB 
Securities Limited. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of the Corporations Act 
2001 (Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other person. You represent 
and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and has been prepared without taking 
into account the objectives, financial situation or needs of the individual recipient. CIMB Securities (Singapore) Pte. Ltd. and CIMB Securities Limited 
do not hold, and are not required to hold an Australian financial services licence. CIMB Securities (Singapore) Pte. Ltd. and CIMB Securities Limited 
rely on “passporting” exemptions for entities appropriately licensed by the Monetary Authority of Singapore (under ASIC Class Order 03/1102) and 
the Securities and Futures Commission in Hong Kong (under ASIC Class Order 03/1103).  

Canada: This research report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 – Research 
Restrictions and Disclosure Requirements of the Investment Industry Regulatory Organization of Canada.  For any research report distributed by 
CIBC, further disclosures related to CIBC conflicts of interest can be found at  https://researchcentral.cibcwm.com . 

China: For the purpose of this report, the People’s Republic of China (“PRC”) does not include the Hong Kong Special Administrative Region, the 
Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities Regulatory 
Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing information. The 
distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or outside of PRC to 
buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional investors and may not 
be provided to any person other than the original recipient and may not be reproduced or used for any other purpose. 

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to 
subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it 
is not intended as a solicitation for the purchase of any financial instrument. 

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act 
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the time 
of the publication of the information. 

The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that neither 
the German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of this report. 

Hong Kong: This report is issued and distributed in Hong Kong by CIMB Securities Limited (“CHK”) which is licensed in Hong Kong by the 
Securities and Futures Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) 
activities. Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CIMB 
Securities Limited. The views and opinions in this research report are our own as of the date hereof and are subject to change. If the Financial 
Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our obligations owed to such 
recipient therein are unaffected. CHK has no obligation to update its opinion or the information in this research report. 

This publication is strictly confidential and is for private circulation only to clients of CHK.  

CIMB Securities Limited does not make a market on other securities mentioned in the report. 
 

India: This report is issued and distributed in India by CIMB Securities (India) Private Limited (“CIMB India”) which is registered with the National 
Stock Exchange of India Limited and BSE Limited as a trading and clearing member under the Securities and Exchange Board of India (Stock 
Brokers and Sub-Brokers) Regulations, 1992. In accordance with the provisions of Regulation 4(g) of the Securities and Exchange Board of India 
(Investment Advisers) Regulations, 2013, CIMB India is not required to seek registration with the Securities and Exchange Board of India (“SEBI”) as 
an Investment Adviser. CIMB India is registered with SEBI as a Research Analyst pursuant to the SEBI (Research Analysts) Regulations, 2014 
("Regulations"). 

This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for and 
does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients should rely 
on their own investigations and take their own professional advice before investment.  

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed 
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or registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of 
India. No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being 
made, or intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of CIMB India and they have received compensation based upon various factors, including quality, accuracy and value of research, firm 
profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or economists' compensation is not linked to 
investment banking or capital markets transactions performed or proposed to be performed by CIMB India or its affiliates. 

CIMB Securities (India) Pte Ltd has not received any investment banking related compensation from the companies mentioned in the report in the 
past 12 months. 

CIMB Securities (India) Pte Ltd has not received any compensation from the companies mentioned in the report in the past 12 months. 

Indonesia: This report is issued and distributed by PT CIMB Securities Indonesia (“CIMBI”). The views and opinions in this research report are our 
own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial 
Conduct Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CIMBI has no obligation to update its opinion or 
the information in this research report. Neither this report nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever 
they are domiciled or to Indonesian residents except in compliance with applicable Indonesian capital market laws and regulations. 

This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the 
Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold 
within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within 
the meaning of the Indonesian capital market law and regulations. 

Ireland: CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CIMB acting as, 
or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland. 

Malaysia: This report is issued and distributed by CIMB Investment Bank Berhad (“CIMB”) solely for the benefit of and for the exclusive use of our 
clients. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our 
obligations owed to such recipient therein are unaffected. CIMB has no obligation to update, revise or reaffirm its opinion or the information in this 
research reports after the date of this report. 

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial 
Advisers Act 2008. 

Singapore: This report is issued and distributed by CIMB Research Pte Ltd (“CIMBR”). CIMBR is a financial adviser licensed under the Financial 
Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research analyses or research reports, whether in 
electronic, print or other form. Accordingly CIMBR is a subject to the applicable rules under the FAA unless it is able to avail itself to any prescribed 
exemptions. 

Recipients of this report are to contact CIMB Research Pte Ltd, 50 Raffles Place, #19-00 Singapore Land Tower, Singapore in respect of any matters 
arising from, or in connection with this report. CIMBR has no obligation to update its opinion or the information in this research report. This 
publication is strictly confidential and is for private circulation only. If you have not been sent this report by CIMBR directly, you may not rely, use or 
disclose to anyone else this report or its contents. 

If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CIMBR accepts legal responsibility for the 
contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited investor, expert 
investor or institutional investor, the recipient is deemed to acknowledge that CIMBR is exempt from certain requirements under the FAA and its 
attendant regulations, and as such, is exempt from complying with the following : 
(a)  Section 25 of the FAA (obligation to disclose product information); 
(b)  Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may be 
reasonably expected to rely on the recommendation) of the FAA; 
(c)  MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03]; 
(d)  MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16]; 
(e)  Section 36 (obligation on disclosure of interest in securities), and 
(f)  any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted by 
applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice notes 
as we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor acknowledges 
that a CIMBR is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any loss or damage 
arising from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available to the recipient under 
Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any loss or damage arising from the recipient’s 
reliance on any recommendation made by CIMBR which would otherwise be a right that is available to the recipient under Section 27 of the FAA.  

CIMB Research Pte Ltd ("CIMBR"), its affiliates and related companies, their directors, associates, connected parties and/or employees may own or 
have positions in securities of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or 
dispose of, or may be materially interested in, any such securities. Further, CIMBR, its affiliates and its related companies do and seek to do 
business with the company(ies) covered in this research report and may from time to time act as market maker or have assumed an underwriting 
commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to 
perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such 
investment, advisory or other services from any entity mentioned in this report.  

As of October 27, 2017, CIMBR does not have a proprietary position in the recommended securities in this report. 

CIMB Research Pte Ltd does not make a market on the securities mentioned in the report. 

CIMB Securities Singapore Pte Ltd does not make a market on the securities mentioned in the report. 

CIMB Bank Berhad, Singapore branch does not make a market on the securities mentioned in the report. 
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South Korea: This report is issued and distributed in South Korea by CIMB Securities Limited, Korea Branch (“CIMB Korea”) which is licensed as a 
cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. In South Korea, this report is 
for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market Act of Korea (“FSCMA”). 

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not 
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any 
investment decision. This document does not constitute a public offering of securities.  

CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services. 

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The
distribution of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described 
herein and may not be forwarded to the public in Sweden. 

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks 
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research). 

Thailand: This report is issued and distributed by CIMB Securities (Thailand) Company Limited (“CIMBS”) 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 for use as information for investment. Such opinions are subject to change without notice and CIMBS has no 
obligation to update its opinion or the information in this research report. 

If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our obligations 
owed to such recipient are unaffected. 

CIMB Securities (Thailand) Co., Ltd. may act or acts as Market Maker, and issuer and offerer of Derivative Warrants and Structured Note which may 
have the following securities as its underlying securities. Investors should carefully read and study the details of the derivative warrants in the 
prospectus before making investment decisions.   

AAV, ADVANC, AMATA, ANAN, AOT, AP, BA, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEAUTY, BEC, BEM, BJC, BH, BIG, BLA, BLAND, BPP, 
BTS, CBG, CENTEL, CHG, CK, CKP, COM7, CPALL, CPF, CPN, DELTA, DTAC, EA, EGCO, EPG, GFPT, GLOBAL, GLOW, GPSC, GUNKUL, 
HMPRO, INTUCH, IRPC, ITD, IVL, KBANK, KCE, KKP, KTB, KTC, LH, LHBANK, LPN, MAJOR, MALEE, MEGA, MINT, MONO, MTLS, PLANB, 
PSH, PTL, PTG, PTT, PTTEP, PTTGC, QH, RATCH, ROBINS, S, SAWAD, SCB, SCC, SCCC, SIRI, SPALI, SPRC, STEC, STPI, SUPER, TASCO, 
TCAP, THAI, THANI, THCOM, TISCO, TKN, TMB, TOP, TPIPL, TRUE, TTA, TU, TVO, UNIQ, VGI, WHA, WORK. 

Corporate Governance Report: 

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 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. CIMBS does not confirm nor certify the accuracy of such survey result. 
 

Score Range: 90 - 100 80 - 89 70 - 79 Below 70 or No Survey Result 

Description: Excellent Very Good Good N/A  
   

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing 
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by, 
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is 
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the 
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to 
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the 
United Arab Emirates. 

United Kingdom: In the United Kingdom and European Economic Area, this report is being disseminated by CIMB Securities (UK) Limited (“CIMB 
UK”).  CIMB UK is authorized and regulated by the Financial Conduct Authority and its registered office is at 27 Knightsbridge, London, SW1X7YB. 
Unless specified to the contrary, this report has been issued and approved for distribution in the U.K. and the EEA by CIMB UK. Investment research 
issued by CIMB UK has been prepared in accordance with CIMB Group’s policies for managing conflicts of interest arising as a result of publication 
and distribution of investment research. This report is for distribution only to, and is solely directed at, selected persons on the basis that those 
persons: (a) are eligible counterparties and professional clients of CIMB UK; (b) have professional experience in matters relating to investments 
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c)  fall within 
Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations etc”) of the Order; (d) are outside the United Kingdom subject to 
relevant regulation in each jurisdiction, or (e) are persons to whom an invitation or inducement to engage in investment activity (within the meaning 
of section 21 of the Financial Services and Markets Act 2000) in connection with any investments to which this report relates may otherwise lawfully 
be communicated or caused to be communicated (all such persons together being referred to as “relevant persons”). This report is directed only at 
relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this 
report relates is available only to relevant persons and will be engaged in only with relevant persons. 

Where this report is labelled as non-independent, it does not provide an impartial or objective assessment of the subject matter and does not 
constitute independent “investment research” under the applicable rules of the Financial Conduct Authority in the UK. Consequently, any such non-
independent report will not have been prepared in accordance with legal requirements designed to promote the independence of investment 
research and will not subject to any prohibition on dealing ahead of the dissemination of investment research. Any such non-independent report must 
be considered as a marketing communication.  

United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S. registered broker-dealer and 
a related company of CIMB Research Pte Ltd, CIMB Investment Bank Berhad, PT CIMB Securities Indonesia, CIMB Securities (Thailand) Co. Ltd, 
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CIMB Securities Limited, CIMB Securities (India) Private Limited, and is distributed solely to persons who qualify as “U.S. Institutional Investors” as 
defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This communication is only for Institutional Investors whose ordinary business 
activities involve investing in shares, bonds, and associated securities and/or derivative securities and who have professional experience in such 
investments. Any person who is not a U.S. Institutional Investor or Major Institutional Investor must not rely on this communication. The delivery of 
this research report to any person in the United States of America is not a recommendation to effect any transactions in the securities discussed 
herein, or an endorsement of any opinion expressed herein. CIMB Securities (USA) Inc, is a FINRA/SIPC member and takes responsibility for the 
content of this report. For further information or to place an order in any of the above-mentioned securities please contact a registered representative 
of CIMB Securities (USA) Inc.  

CIMB Securities (USA) Inc does not make a market on other securities mentioned in the report. 

Neither CIMB Securities (USA) Inc., nor its affiliates have managed or co-managed a public offering of any of the securities mentioned in the past 12 
months. 

Neither CIMB Securities (USA) Inc., nor its affiliates have received compensation for investment banking services from any of the company 
mentioned in the past 12 months. 

Neither CIMB Securities (USA) Inc., nor its affiliates expects to receive or intends to seek compensation for investment banking services from any of 
the company mentioned within the next 3 months. 

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional, 
institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.  

 

Spitzer Chart for stock being researched ( 2 year data )  
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Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai IOD) in 
2017, Anti-Corruption 2017 

AAV – Very Good, n/a, ADVANC – Excellent, Certified, AEONTS – Good, n/a, AMATA – Very Good, n/a, ANAN – Excellent, n/a, AOT – 
Excellent, Declared, AP – Excellent, Declared, ASK – Very Good, Declared, ASP – Very Good, Certified, BANPU – Excellent, Certified, BAY – 
Excellent, Certified, BBL – Very Good, Certified, BCH – Good, Declared, BCP - Excellent, Certified, BCPG – Very Good, n/a, BEM – Very Good, 
n/a, BDMS – Very Good, n/a, BEAUTY – Good, n/a, BEC – Very Good, n/a, , BGRIM – not available, n/a, BH - Good, n/a, BJC – Very Good, 
Declared, BJCHI – Very Good, Declared, BLA – Very Good, Certified, BPP – Good, n/a, BR - Good, Declared, BTS - Excellent, Certified, CBG – 
Good, n/a, CCET – Good, n/a, CENTEL – Very Good, Certified, CHG – Very Good, Declared, CK – Excellent, n/a, COL – Very Good, Declared, 
CPALL – not available, Declared, CPF – Excellent, Declared, CPN - Excellent, Certified, DELTA - Excellent, n/a, DEMCO – Excellent, Certified, 
DIF – not available, n/a, DTAC – Excellent, Certified, EA – Very Good, n/a, ECL – Very Good, Certified, EGCO - Excellent, Certified, EPG – Very 
Good, n/a, GFPT - Excellent, Declared, GGC – not available, Declared, GLOBAL – Very Good, Declared, GLOW – Very Good, Certified, GPSC 
– Excellent, Declared, GRAMMY - Excellent, n/a, GUNKUL – Excellent, Declared, HANA - Excellent, Certified, HMPRO - Excellent, Certified, 
ICHI – Excellent, n/a, III – not available, n/a, INTUCH - Excellent, Certified, IRPC – Excellent, Certified, ITD – Very Good, n/a, IVL - Excellent, 
Certified, JAS – not available, Declared, JASIF – not available, n/a, JUBILE – Good, Declared, KAMART – not available, n/a, KBANK - 
Excellent, Certified, KCE - Excellent, Certified, KGI – Very Good, Certified, KKP – Excellent, Certified, KSL – Very Good, Certified, KTB - 
Excellent, Certified, KTC – Excellent, Certified, LH - Very Good, n/a, LPN – Excellent, Certified, M – Very Good, n/a, MACO – Very Good, n/a, 
MAJOR – Very Good, n/a, MAKRO – Very Good, Declared, MALEE – Very Good, n/a, MBKET – Very Good, Certified, MC – Very Good, 
Declared, MCOT – Excellent, Certified, MEGA – Very Good, n/a, MINT - Excellent, Certified, MTLS – Very Good, Declared, NYT – Excellent, n/a, 
OISHI – Very Good, n/a, PLANB – Excellent, Declared, PLAT – Very Good, Certified, PSH – Excellent, Certified, PSL - Excellent, Certified, PTT 
- Excellent, Certified, PTTEP - Excellent, Certified, PTTGC - Excellent, Certified, QH – Excellent, Certified, RATCH – Excellent, Certified, 
ROBINS – Excellent, Certified, RS – Very Good, n/a, SAMART - Excellent, n/a, SAPPE - Good, n/a, SAT – Excellent, Certified, SAWAD – Very 
Good, n/a, SC – Excellent, Declared, SCB - Excellent, Certified, SCBLIF – not available, n/a, SCC – Excellent, Certified, SCN – Very Good, 
Declared, SCCC - Excellent, Declared, SIM - Excellent, n/a, SIRI – Very Good, Declared, SPA - Good, n/a, SPALI - Excellent, n/a, SPRC – 
Excellent, Declared, STA – Very Good, Declared, STEC – Excellent, n/a, SVI – Excellent, Certified, TASCO – Very Good, n/a, TCAP – Excellent, 
Certified, THAI – Very Good, n/a, THANI – Very Good, Certified, THCOM – Excellent, Certified, THRE – Very Good, Certified, THREL – 
Excellent, Certified, TICON – Very Good, Declared, TIPCO – Very Good, Certified, TISCO - Excellent, Certified, TK – Very Good, n/a, TKN – 
Very Good, Declared, TMB - Excellent, Certified, TNR – Good, n/a, TOP - Excellent, Certified, TPCH – Good, n/a, TPIPP – not available, n/a, 
TRUE – Excellent, Declared, TTW – Very Good, n/a, TU – Excellent, Declared, TVO – Excellent, Declared, UNIQ – not available, Declared, VGI 
– Excellent, Declared, WHA – not available, Declared, WHART – not available, n/a, WORK – not available, n/a.  

Companies participating in Thailand’s Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) under Thai 
Institute of Directors (as of October 28, 2016) are categorized into: 

- Companies that have declared their intention to join CAC, and 

- Companies certified by CAC 
 

 

CIMB Recommendation Framework 

Stock Ratings Definition: 

 Add The stock’s total return is expected to exceed 10% over the next 12 months. 

 Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months. 

 Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward 
net dividend yields of the stock.  Stock price targets have an investment horizon of 12 months.  
  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation. 
  

Country Ratings Definition: 

 Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark. 

 Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark. 

 Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark. 
 

   
 

 
 

 
       
       
       

 

 
 


