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Recovery in the slow lane 
 

Post conference call with management, we expect SSS to turn 
positive this month, slower than the market expects. But we see 
4Q14 growth resuming y-y and q-q. Despite our TP cut, we rate 
CPALL as a BUY for its leading CVS and cash & carry positions, a 
30% EPS CAGR in 2014-17F and deleveraging from 2016F.  

 

Consumption recovering slowly 
After our conference call with management, we feel that overall 
consumption in 4Q14 is recovering slower than the market had 
expected. Factors preventing a V-shaped consumption recovery 
are continued weak upcountry spending given highly-indebted 
households, low farm prices, the absence of populist policies and 
delays in government investment. On a company-specific basis, 
accelerating 7-Eleven store openings and the high sales base 
from its successful stamp campaign last year lead us to expect 
same-store sales (SSS) growth to remain negative in October-
November. To reflect our new assumptions of lower SSS, higher 
capex, higher SG&A and cuts to our Siam Makro (MAKRO TB) 
earnings forecasts, we slash CPALL’s 2014-16F normalized profit 
by 31-33% and our 12-month DCF-based TP by 23% to Bt50.0.  

Still a good long-term investment in our view 
The earnings hiccup in 2013 and 2014F can be blamed on the 
acquisition fees for MAKRO, refinancing fees and rising interest 
costs as CPALL’s cheap bridging loan expired. We believe 
CPALL remains a good investment choice for its leading position 
in the growing CVS and cash & carry retail segments. We also 
think its strong 30% three-year EPS CAGR in 2014F-17F justifies 
its high 30.5x 2015F PE, falling to 23.7x in 2016F. We see growth 
drivers from SSS resuming its positive growth along with an 
economic recovery, expansion ramping up for 7-Eleven and 
MAKRO stores, further improvements in economies of scale and 
the deleveraging effect kicking in from 2016F.  

Taking over LHBANK? 
There has been news of LHBANK seeking a strategic partner and 
CP Group says it has held talks about this. We believe there is a 
clear synergy benefit to CPALL over the long-term as CPALL’s 
8,000 stores can be utilized as bank branches to develop further 
business. Short-term, there is overlapped fee income with 
CPALL’s Counter Service. Financial wise, CPALL is capable of 
acquiring it if it sells a 15-20% stake in MAKRO given LHBANK’s 
market cap of US$0.8bn (or 15% of MAKRO’s). If CP Group is a 
buyer, business overlap could put CPALL at a disadvantage. 

Tesco Lotus: Attractive takeover target 
Another hot issue in the market is the potential divestment of 
Tesco Lotus in Thailand by Tesco UK. If this happens, we see the 
deal being attractive to many retailers as Tesco Lotus is 
Thailand’s No.1 hypermarket and the second-largest retailer. CP 
Group says it hasn’t been approached by Tesco but would be 
interested in a deal. We believe Tesco Lotus would strengthen 
CP Group further. Benefits to CPALL would be enhancing product 
purchasing and procurement and stronger market positioning. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
 

 COMPANY VALUATION 

Y/E Dec (Bt m) 2013A  2014F  2015F  2016F

Sales 284,120  390,907 448,118 503,440 

Net profit 10,537  10,364 12,980 16,683 

Consensus NP ⎯ 11,176 14,790 18,639 

Diff frm cons (%) ⎯ (7.3) (12.2) (10.5)

Norm profit 11,035  9,949 12,980 16,683 

Prev. Norm profit ⎯ 14,428 19,130 24,777 

Chg frm prev (%) ⎯ (31.0) (32.1) (32.7)

Norm EPS (Bt) 1.2  1.1 1.4 1.9 

Norm EPS grw (%) (0.2) (10.0) 30.5 28.5 

Norm PE (x) 35.8  39.7 30.5 23.7 

EV/EBITDA (x) 28.5  21.2 17.5 14.9 

P/BV (x) 13.7  13.6 12.4 9.6 

Div yield (%) 2.0  1.4 1.6 2.1 

ROE (%) 39.5  34.4 42.7 45.8 

Net D/E (%) 486.9  504.3 467.7 356.7 
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COMPANY INFORMATION 

Price as of 1-Dec-14 (Bt) 44.00 

Market cap (US$ m) 12,023.7 

Listed shares (m shares) 8,983.1 

Free float (%) 58.6 

Avg daily turnover (US$ m) 17.6 

12M price H/L (Bt)  48.25/38.00 

Sector  Retail 

Major shareholder  CP Group 48.0% 

 Sources: Bloomberg, Company data, Thanachart estimates 
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Consumption recovering slowly 

We held a conference call with CP All Pcl’s (CPALL TB) management last week. 
Management said consumption in 3Q14 was weaker than it had expected across all 
segments. The problem apparently lies with the rural economy where upcountry spending 
has been hit by high household debts, low agricultural prices and a lack of government 
policies to stimulate spending. Amid this weak consumption, its “AEC stamp campaign” 
launched on 26 July this year was not successful enough to boost customer traffic at 7-
Eleven branches, leading to traffic per store falling by 3.1% y-y to 1,219 
customers/store/day while spending per ticket declined slightly by Bt1 to Bt62/bill. We 
concur with management as our own survey suggested that not many people collected AEC 
stamps to redeem premium products; rather, they redeemed the stamps in order to obtain a 
discount for their next purchase. The AEC campaign was not as successful as other ones in 
past years such as Disney, Winnie-the-Pooh and Doraemon and the latest Love Thailand 
stamps.  

After our discussion with management, we feel overall consumption in 4Q14 is recovering 
slower than the market’s expectation of a V-shaped recovery. On a company-specific basis, 
accelerating 7-Eleven store openings and the high sales base from the successful stamp 
campaign last year that lasted until the end of November lead us to expect same-store 
sales (SSS) growth to stay negative in October-November 2014. Management is pinning its 
hopes on SSS growth turning strongly positive in December given last year’s low base 
caused by the political turmoil and the many holidays in the festive month of December. 

Based on our SSS assumptions of -3.0% in October, -1.5% in November and +4.5% in 
December, we estimate flat SSS for 4Q14. While 7-Eleven’s performance is usually weak in 
the 4Q on high SG&A expenses, in 3Q14 it booked Bt300m in refinancing fees (it repaid a 
Bt30bn long-term bank loan, including the remaining US$ loan, with bonds). We forecast 
4Q14 normalized profit to resume growth at 22% y-y and 12% q-q to Bt2.75bn. 

 

Ex 1: 4Q14F Earnings Preview 

Yr-end Dec (Bt m) ――――――――――――― Income Statement ――――――――――― ―――― Change ―――― 
4Q13 1Q14 2Q14 3Q14 4Q14F (q-q%) (y-y%) 

Revenue 91,915 89,081 92,071 91,011 118,744 30 29 

  Gross profit 21,440 20,929 22,041 22,169 25,437 15 19 
SG&A 17,574 16,449 16,885 16,733 19,619 17 12 

  Operating profit 3,866 4,481 5,155 5,436 5,818 7 50 

  EBITDA 5,219 5,810 6,558 6,902 7,367 7 41 
Other income 65 68 61 54 65 20 0 

Other expense 0 0 0 0 0 

Interest expense 1,177 1,346 2,398 2,415 2,427 0 106 

  Profit before tax 2,755 3,203 2,819 3,075 3,456 12 25 
Income tax 450 643 542 596 679 14 51 

Equity & invest. income 0 0 0 0 0 
Minority interests (41) (31) (26) (28) (27) na na 

Extraordinary items (147) 177 1 237 0 
  Net profit 2,117 2,705 2,252 2,688 2,750 2 30 
  Normalized profit 2,264 2,528 2,250 2,451 2,750 12 22 
EPS (Bt) 0.24 0.30 0.25 0.30 0.31 2 30 

Normalized EPS (Bt) 0.25 0.28 0.25 0.27 0.31 12 22 
Sources: Company data, Thanachart estimates 

 
 

-4.5% SSS in 3Q14 was due 
to weak consumption and a 
failed marketing campaign 

4Q14F recovery to be slower 
than market expects with 
positive SSS in December 

We forecast normalized 
profit in 4Q14 of Bt2.75bn, 
up 22% y-y and 12% q-q 
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Though we expect 4Q14 normalized profit to see y-y growth for the first time since 4Q13, 
we project it to be lower than the level the market is expecting on a slower-than-anticipated 
SSS recovery. Accordingly, together with the soft 9M14 results, we slash CPALL’s 
normalized profit by 31-33% in 2014-16F and our 12-month DCF-based TP by 23% to 
Bt50.0/share from Bt65.0 to reflect our new assumptions of lower SSS, higher capex, higher 
SG&A and the cuts in our earnings forecasts for CPALL’s subsidiary, 97.88%-owned Siam 
Makro (MAKRO TB, Bt37.50, HOLD). 

 

Ex 2: Key Assumption Changes 

  2014F 2015F 2016F 
SSS growth (%) - 7-Eleven 
   - New (1.3) 3.0 3.0 
   - Old 3.0 5.0 5.0 
SSS growth (%) - MAKRO 
   - New 5.0 4.0 4.0 
   - Old 6.0 7.0 7.0 
# new stores - 7-Eleven 
   - New 650 650 650 
   - Old 600 600 600 
# new stores - MAKRO  
   - New 9 7 7 
   - Old 7 7 7 
# new stores - small food service (MAKRO) 
   - New 4 3 3 
   - Old 3 3 3 
Capex (Bt m) - 7-Eleven 
   - New 9,105 8,105 8,105 
   - Old 8,900 7,900 7,900 
Capex (Bt m) – MAKRO 
   - New 9,600 7,100 7,100 
   - Old 7,100 6,100 5,600 
SG&A (Bt m) 
   - New 69,723 77,457 86,058 
   - Old 68,421 76,631 86,017 
   Change (%) 1.9 1.1 0.0 
Cost of debt (%) 
   - New 4.6 5.1 5.0 
   - Old 4.8 5.3 5.3 
   Change (bps) (26.3) (19.0) (22.2) 
Interest expenses (Bt m) 
   - New 8,586 9,743 9,565 
   - Old 8,999 9,859 9,527 
   Change (%) (4.6) (1.2) 0.4 
Norm profit (Bt m) 
   - New 9,949 12,980 16,683 
   - Old 14,428 19,130 24,777 
   Change (%) (31.0) (32.1) (32.7) 

Sources: Company data, Thanachart estimates 

 
 
 
 
 

We slash earnings by 31-
33% in 2014-16F and our TP 
to Bt50.0/share 
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Still a good long-term investment in our view 

The earnings hiccup in 2013 and 2014F can be blamed on the acquisition fees for MAKRO, 
refinancing fees and rising interest costs as CPALL’s cheap bridging loan has expired. 
Excluding these one-off expenses, there is nothing wrong in our view with the core 
operations of 7-Eleven and MAKRO despite our forecast for a -1.3% SSS decline for 7-
Eleven this year which we think is acceptable given the sluggish economy and its stamp 
marketing campaign failure. We believe that CPALL could manage to grow at above the 
industry level if it comes up with the right products, merchandizing and marketing strategies. 
For CPALL’s subsidiary, MAKRO, we forecast 5% SSS growth, 12% sales growth and 10% 
EPS growth this year on the back of higher SG&A expenses from the opening of 13 new 
branches, up from a normal four to five stores a year.    

With our earnings and TP cuts, we see 14% potential share price upside to our new 
Bt50.00 TP. We remain a BUYer of CPALL and see it as a good investment choice for the 
long term given its leading positions in the growing CVS and cash & carry retail segments 
and our forecast for solid EPS growth to resume from next year. We believe its strong 30% 
three-year EPS CAGR in 2014F-17F justifies its high 30.5x 2015F PE, falling to 23.7x in 
2016F. We see growth drivers arising from SSS resuming positive growth along with an 
economic recovery, store openings ramping up for 7-Eleven and MAKRO, further 
economies of scale and the deleveraging effect kicking in from 2016F.  
 

Taking over LHBANK? 

Amid news about LH Financial Group Pcl (LHBANK) seeking a strategic partner, CP Group 
has admitted that it did hold talks about this at one stage, according to news by Bangkok 
Post. We believe CPALL can enjoy clear synergy benefits with LHBANK as it can 
automatically utilize CPALL’s 8,000-store network nationwide as bank branches to develop 
further business, ie untapped microfinance loan demand. Shorter-term, we see overlapping 
fee income as CPALL currently earns fee income via its 99.99%-owned Counter Service Co 
Ltd, a company that collects fees on bill payments for any non-bank transactions over 7-
Eleven counters for electricity, water, credit cards, concerts, insurance, tuition fees, air 
tickets, etc. In 2013, Counter Service made a profit of Bt616m, contributing quite a 
significant portion of CPALL’s net profit at 6%.  

Financially wise, we believe CPALL is capable of acquiring it, despite high gearing and 
bond covenant limitations, given LHBANK’s market cap of US$0.8bn, which is 6-7x smaller 
than MAKRO’s US$5.5bn. We believe selling a 15-20% stake in MAKRO would be enough 
to finance this deal.  

Otherwise, CP Group could easily go ahead with it but this would put CPALL at a 
disadvantage due to LHBANK’s business overlap with CPALL’s Counter Service. 

 

 

 

 

 

 

 

 

 

 

 

 

Earnings hiccup in 2013 
and 2014F is mainly from 
one-off items 

We see synergy benefits as 
CPALL’s store network 
could be utilized as bank 
branches 

Long-term BUY for: 

1) Leader in growing CVS 
and cash & carry 
segments 

2) 30% three-year EPS 
CAGR in 2014-17F 

3) Accelerating expansion 
plan should boost 
economies of scale 

4) Deleveraging impact 
from 2016F 

If it is with CP Group, 
CPALL is at a disadvantage 
due to business overlap 
with Counter Service 
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Ex 3: Net D/E vs Bond Covenant 
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Ex 4: Counter Service’s Performance 
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Tesco Lotus: Attractive takeover target 

Another hot issue in the market at the moment is the potential divestment of Tesco Lotus in 
Thailand by Tesco UK. If this happens, we see the deal being attractive to many retailers as 
Tesco Lotus is Thailand’s No.1 hypermarket and the second-largest retailer. To recap, we 
have seen market consolidation in the Thai retail segment over the past years. For the 
large-format retailers, Big C Supercenter (BIGC TB, Bt257, SELL) took over Carrefour in 
early 2011 and CPALL acquired a 97.88% stake in MAKRO cash & carry in mid-2013. In 
the hypermarket playing field, there are only two players left – Tesco and BIGC. We thus 
expect strong interest from Thai as well as overseas retailers in reaching a deal. CP Group 
said it has not been approached by Tesco but that it is interested. Given the deal size that 
the market is talking about of US$10bn, or 0.8x of CPALL’s market cap, we don’t think 
CPALL is capable of doing it but we believe it would be possible for CP Group. We see the 
potential acquisition of Tesco Lotus strengthening CP Group further. Benefits to CPALL in 
our view would be enhanced product purchasing and procurement with better trade terms 
with suppliers and stronger market positioning.   

 

Tesco Lotus sale not 
confirmed, but CP Group 
says it is interested 
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Ex 5: Large-Format Store Performance (Sales)  Ex 6: Large-Format Store Performance (Net Profit) 
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Ex 7: 12-month DCF-based TP Calculation 

(Bt m)  2014F 2015F 2016F 2017F 2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025F Terminal 

Value 

EBITDA  26,599 32,355 37,580 44,329 51,840 59,860 67,714 75,144 83,229 92,026 101,690 112,041

Free cash flow  7,343 17,656 21,724 30,644 36,977 44,172 54,115 59,985 66,707 74,166 78,360 87,100 1,028,563

PV of free cash flow   17,608 17,747 22,628 24,679 26,646 29,497 29,553 29,705 29,851 28,499 28,632 338,115

               

Risk-free rate (%) 4.5              

Market risk premium (%) 7.5              

Beta 1.1              

WACC (%) 10.6              

Terminal growth (%) 2.0              

               
Enterprise value -  
add investments 623,161              

Net debt (2014F) 168,468              

Minority interest 4,339              

Equity value 450,354              

               

# of shares (m) 8,986              

Equity value/share (Bt) 50.00              
 

Sources: Company data, Thanachart estimates 
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Valuation Comparison  
 

Ex 8: Valuation Comparison With Regional Peers 

  EPS growth —— PE —— — P/BV —  EV/EBITDA   Div yield  

Name BBG code Country 14F 15F 14F 15F 14F 15F 14F 15F 14F 15F 

   (%) (%) (x) (x) (x) (x) (x) (x) (%) (%) 

             

Marks & Spencer Group  MKS LN U.K. (4.9) 6.8 14.4 13.5 2.6 2.4  8.2  7.8 3.9 4.0 

J Sainsbury  SBRY LN U.K. (15.4) (19.1) 6.7 8.2 0.7 0.7  4.3  4.6 8.2 6.4 

Tesco TSCO LN U.K. 146.1 (44.4) 5.7 10.3 0.8 0.9  5.0  7.0 8.7 2.5 

     

Fujian New Hua Du 002264 CH China (134.1) 33.3 54.7 41.1 na na 15.9  13.6 na na

Beijing Hualian 600361 CH China na (43.8) 38.6 68.6 1.4 1.4  na na 3.9 1.5 

Wumart Stores 8277 HK China na na na na na na na na na na

Lianhua Supermarket 980 HK China 134.0 30.8 35.9 27.5 1.4 1.4  na na 1.3 1.5 

     

Carrefour SA CA FP France (15.6) 16.5 16.6 14.2 2.1 1.9  6.9  6.4 2.7 3.1 

Casino Guichard CO FP France (35.0) 18.5 15.8 13.3 1.1 1.0  7.4  6.8 4.1 4.5 

     

Aeon 8267 JP Japan 19.2 (28.9) 17.7 25.0 0.9 0.9  6.9  7.0 2.2 2.3 

UNY 8270 JP Japan 19.3 (42.0) 15.6 27.0 0.5 0.5  7.1  7.8 4.0 3.5 

     

Lotte Shopping 023530 KS S. Korea (0.9) 8.4 11.3 10.5 0.6 0.5  8.8  8.2 0.5 0.5 

Shinsegae 004170 KS S. Korea 8.0 7.0 11.4 10.7 0.7 0.7  11.2  10.5 0.5 0.5 

     

Wal-Mart Stores WMT US USA 0.3 0.0 17.3 17.3 3.2 3.2  9.2  9.2 2.3 2.3 

     

Big C Supercenter* BIGC TB Thailand 4.0 12.0 29.2 26.1 5.0 4.4  16.1  14.3 1.0 1.1 

CP All Pcl CPALL TB Thailand (10.0) 30.5 39.7 30.5 13.6 12.4  21.2  17.5 1.4 1.6 

Siam Global House * GLOBAL TB Thailand (6.4) 36.0 44.6 32.8 2.5 2.4  22.0  17.2 0.7 0.9 

Home Product* HMPRO TB Thailand 12.3 18.2 32.6 27.5 6.6 5.8  18.2  15.6 1.2 1.5 

Siam Makro* MAKRO TB Thailand 9.7 27.0 38.2 30.1 15.4 14.0  26.5  20.9 2.4 3.0 

Robinson Dept Store * ROBINS TB Thailand 5.4 31.7 26.6 20.2 4.4 3.9  12.5  9.6 1.9 2.5 

     

Average     7.5 5.2 24.9 23.9 3.5 3.2  12.2  10.8 2.8 2.4 
Sources: Company data, Thanachart estimates 
Based on 1 December 2014 CLosing prices 

 
 
 
 



 
 
APPENDIX CPALL PHANNARAI TIYAPITTAYARUT 

 

 

 

THANACHART SECURITIES | DAIWA CAPITAL MARKETS 8 
 
 

COMPANY DESCRIPTION  COMPANY RATING        

CP All Pcl is a Thailand-based company that operates convenience 
stores under the 7-Eleven trademark. It has the sole right to operate 
under this trademark in Thailand. The company also engages in 
related businesses such as bill payment collection through its 
subsidiary, Counter Service Co. Ltd., and the manufacture and sale of 
ready-to-eat foods and bakery items via CP Retailing and Marketing 
Co Ltd. Other subsidiaries include Retailink (Thailand) Co Ltd, Thai 
Smart Card Co Ltd, Gosoft (Thailand) Co Ltd, MAM Heart Co Ltd, 
Dynamic Management Co Ltd, Panyatara Co Ltd and Suksapiwat Co 
Ltd. In mid-2013, it acquired a 97.88% stake in Siam Makro. 
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Rating Scale 

Very Strong 5 

Strong 4 

Good 3 

Fair 2 

Weak 1 

None 0 

Source: Thanachart 

 

Source: Thanachart; *CG Awards 
Note: CPALL is not awarded CG rating in the recent review due to either 1) 
rating is below 3, 2) company or any director is in the process of information 
clarification to regulator, according to IOD. 

 
THANACHART’S SWOT ANALYSIS 

S — Strength  W — Weakness 

 Market leader in Thai CVS industry and has a natural 

monopoly with more than a 50% market share. 

 A cash-cow stock operating 7-Eleven stores in Thailand – a 

very stable and secure business. 

 Successful franchise.  

 

 

 

 

 

 In the early stage of food introduction, the shrinkage rate is 

high. 

 Too swift expansion may lead to staff shortages and some 

cannibalization.   

O — Opportunity  T — Threat 

 The Thai CVS market hasn’t matured yet while the 

competitive landscape isn’t that fierce. 

 Opportunity to open more stores upcountry as the provinces 

are still under-penetrated. 

 New opportunities if it is awarded 7-Eleven licenses abroad. 

 

 

 

 

 The possible imposition of the Retail and Wholesale 

Business Act. 

 Risk of natural disaster. 

 Risk of theft.  

 

CONSENSUS COMPARISON      RISKS TO OUR INVESTMENT CASE  

 Consensus Thanachart Diff 

 

 

 A weaker-than-expected economy would have a direct 
impact on the performance of 7-Eleven as it is highly 
leveraged to domestic consumption. 

 If other competitors, for example Tesco Express, Mini Big C 
and Family Mart expand faster than we currently anticipate 
and are more successful than our expectations. 

 

Target price (Bt)             50.06              50.00 0% 

Net profit 14F (Bt m)           11,176            10,364 -7% 

Net profit 15F (Bt m)           14,790            12,980 -12% 

Consensus REC BUY: 21 HOLD: 4 SELL: 7 

HOW ARE WE DIFFERENT FROM THE STREET? 

 Our 2014-15F net profits are 7-12% below the Street’s as we 
factor in a slower-than-expected consumption recovery and 
high SG&A expenses on an accelerating expansion plan. 

 Our TP is thus slightly lower than the consensus.  

Sources: Bloomberg consensus, Thanachart estimates 
 

Source: Thanachart  
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INCOME STATEMENT
FY ending Dec (Bt m ) 2012A 2013A  2014F  2015F  2016F
Sales 197,045 284,120 390,907 448,118 503,440
Cost of  sales 140,091 210,657 300,331 344,862 387,134
  Gross  profit 56,953 73,463 90,576 103,257 116,306
% gross margin 28.9% 25.9% 23.2% 23.0% 23.1%
Selling & administration expenses 43,736 58,309 69,723 77,457 86,058
  Operating profit 13,217 15,154 20,852 25,799 30,249
% operating margin 6.7% 5.3% 5.3% 5.8% 6.0%
Depreciation & amortization 3,173 4,318 5,746 6,555 7,331
  EBITDA 16,390 19,472 26,599 32,355 37,580
% EBITDA margin 8.3% 6.9% 6.8% 7.2% 7.5%
Non-operating income 732 479 248 261 274
Non-operating expenses 0 0 0 0 0
Interest expense (0) (2,214) (8,586) (9,743) (9,565)
  Pre -tax profit 13,950 13,419 12,515 16,317 20,957
Income tax 2,913 2,292 2,453 3,198 4,108
  After-tax profit 11,036 11,126 10,062 13,119 16,850
% net margin 5.6% 3.9% 2.6% 2.9% 3.3%
Shares in af f iliates' Earnings 0 0 0 0 0
Minority interests (26) (91) (113) (139) (166)
Extraordinary items 39 (498) 415 0 0
NET PROFIT 11,049 10,537 10,364 12,980 16,683
Norm alized profit 11,010 11,035 9,949 12,980 16,683
EPS (Bt) 1.2 1.2 1.2 1.4 1.9
Normalized EPS (Bt) 1.2 1.2 1.1 1.4 1.9

BALANCE SHEET
FY ending Dec (Bt m ) 2012A 2013A  2014F  2015F  2016F
ASSETS:
Current assets: 48,854 53,963 51,645 56,067 60,508
  Cash & cash equivalent 23,085 24,632 21,516 22,143 22,546
  Account receivables 541 848 1,167 1,338 1,503
  Inventories 9,148 19,916 20,571 23,621 26,516
  Others 16,080 8,566 8,391 8,966 9,943
Investments & loans 2,215 125 125 125 125
Net f ixed assets 18,094 71,273 84,232 92,881 100,755
Other assets 3,004 163,305 164,167 164,628 165,074
Total asse ts 72,167 288,666 300,168 313,702 326,463

LIABILITIES:
Current liabilities: 41,025 200,798 81,865 90,946 99,771
  Account payables 32,580 54,734 59,243 68,028 76,366
  Bank overdraf t & ST loans 0 135,171 0 0 0
  Current LT debt 0 0 9,552 9,637 9,328
  Others current liabilities 8,445 10,893 13,070 13,282 14,077
Total LT debt 0 50,166 181,482 183,095 177,226
Others LT liabilities 2,833 3,209 3,414 3,414 3,786
Total liabilities 44,812 255,659 266,762 277,455 280,782
Minority interest 255 4,226 4,339 4,479 4,645
Preferreds shares 0 0 0 0 0
Paid-up capital 8,983 8,983 8,986 8,986 8,986
Share premium 1,684 1,684 1,684 1,684 1,684
Warrants 0 0 0 0 0
Surplus (512) (1,284) (400) (400) (400)
Retained earnings 16,945 19,397 18,796 21,497 30,765
Shareholders' equity 27,101 28,781 29,067 31,768 41,035
Liabilities  & equity 72,167 288,666 300,168 313,702 326,463  

Sources: Company data, Thanachart estimates 

Thai 7-Eleven business is 
very stable and we see 
strong growth potential 

High interest charges 
with MAKRO takeover   

Post-MAKRO takeover, 
we forecast a 30% EPS 
CAGR over 2014-17 
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CASH FLOW  STATEMENT
FY ending Dec (Bt m ) 2012A 2013A  2014F  2015F  2016F
Earnings before tax 13,950 13,419 12,515 16,317 20,957
Tax paid (2,846) (2,864) (2,255) (3,453) (4,125)
Depreciation & amortization 3,173 4,318 5,746 6,555 7,331
Chg In w orking capital 7,616 11,080 3,536 5,563 5,278
Chg In other CA & CL / minorities 1,396 2,662 2,059 (108) (165)
Cash flow  from  operations 23,288 28,614 21,601 24,875 29,277

Capex (6,273) (57,497) (18,705) (15,205) (15,205)
ST loans & investments (2,077) 10,921 0 0 0
LT loans & investments (456) 2,090 0 0 0
Adj for asset revaluation 0 0 0 0 0
Chg In other assets & liabilities (196) (158,492) (2,046) (462) (75)
Cash flow  from  inves tm ents (9,002) (202,978) (20,751) (15,667) (15,280)
Debt f inancing 36 184,767 6,112 1,698 (6,178)
Capital increase 4,490 0 3 0 0
Dividends paid (5,612) (8,084) (6,739) (5,940) (7,416)
Warrants & other surplus (4,316) (772) (3,343) (4,363) 0
Cash flow  from  financing (5,402) 175,911 (3,966) (8,605) (13,594)

Free  cash flow 17,015 (28,883) 2,896 9,670 14,072

VALUATION
FY ending Dec 2012A 2013A  2014F  2015F  2016F
Normalized PE (x) 35.7 35.8 39.7 30.5 23.7
Normalized PE - at target price (x) 40.5 40.6 45.2 34.6 26.9
PE (x) 35.6 37.4 38.2 30.5 23.7
PE - at target price (x) 40.4 42.5 43.4 34.6 26.9
EV/EBITDA (x) 22.6 28.5 21.2 17.5 14.9
EV/EBITDA - at target price (x) 25.8 31.3 23.2 19.1 16.3
P/BV (x) 14.5 13.7 13.6 12.4 9.6
P/BV - at target price (x) 16.5 15.6 15.5 14.1 10.9
P/CFO (x) 16.9 13.8 18.3 15.9 13.5
Price/sales (x) 2.0 1.4 1.0 0.9 0.8
Dividend yield (%) 1.0 2.0 1.4 1.6 2.1
FCF Y ield (%) 4.3 (7.3) 0.7 2.4 3.6

(Bt)
Normalized EPS 1.2 1.2 1.1 1.4 1.9
EPS 1.2 1.2 1.2 1.4 1.9
DPS 0.5 0.9 0.6 0.7 0.9
BV/share 3.0            3.2            3.2            3.5            4.6            
CFO/share 2.6            3.2            2.4            2.8            3.3            
FCF/share 1.9            (3.2)           0.3            1.1            1.6            

 
Sources: Company data, Thanachart estimates 
 

We believe its valuation 
is justified by strong 
growth from 2015F 

We project cash flows to 
start piling up 
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FINANCIAL RATIOS
FY ending Dec 2012A 2013A  2014F  2015F  2016F
Grow th Rate
Sales  (%) 22.2 44.2 37.6 14.6 12.3
Net prof it  (%) 38.0 (4.6) (1.6) 25.2 28.5
EPS  (%) 38.0 (5.0) (1.9) 25.2 28.5
Normalized prof it  (%) 41.3 0.2 (9.8) 30.5 28.5
Normalized EPS  (%) 41.3 (0.2) (10.0) 30.5 28.5
Dividend payout ratio (%) 36.6 76.8 52.0 50.0 50.0

Operating perform ance
Gross margin (%) 28.9 25.9 23.2 23.0 23.1
Operating margin (%) 6.7 5.3 5.3 5.8 6.0
EBITDA margin (%) 8.3 6.9 6.8 7.2 7.5
Net margin (%) 5.6 3.9 2.6 2.9 3.3
D/E (incl. minor) (x) 0.0 5.6 5.7 5.3 4.1
Net D/E (incl. minor) (x) (0.8) 4.9 5.0 4.7 3.6
Interest coverage - EBIT (x) na 6.8 2.4 2.6 3.2
Interest coverage - EBITDA (x) na 8.8 3.1 3.3 3.9
ROA - using norm prof it (%) 17.3 6.1 3.4 4.2 5.2
ROE - using norm prof it (%) 45.3 39.5 34.4 42.7 45.8

DuPont
ROE - using af ter tax prof it (%) 45.4 39.8 34.8 43.1 46.3
  - asset turnover (x) 3.1 1.6 1.3 1.5 1.6
  - operating margin (%) 7.1 5.5 5.4 5.8 6.1
  - leverage (x) 2.6 6.5 10.2 10.1 8.8
  - interest burden (%) 100.0 85.8 59.3 62.6 68.7
  - tax burden (%) 79.1 82.9 80.4 80.4 80.4
WACC (%) 10.6 10.6 10.6 10.6 10.6
ROIC (%) 143.4 312.9 8.8 10.5 12.1
  NOPAT (Bt m) 10,457 12,565 16,765 20,743 24,320

 
Sources: Company data, Thanachart estimates 
 

One of the highest ROEs 
among Thai stocks, on 
our estimates     
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Disclaimers:   
This publication is prepared by Thanachart Securities Public Company Limited and distributed outside Thailand by Daiwa Securities Group Inc. 
and/or its non-U.S. affiliates except to the extent expressly provided herein. This publication and the contents hereof are intended for information 
purposes only, and may be subject to change without further notice. Any use, disclosure, distribution, dissemination, copying, printing or reliance on 
this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Thanachart Securities Public Company 
Limited (“Thanachart Securities”), Daiwa Securities Group Inc. nor any of their respective parent, holding, subsidiaries or affiliates, nor any of their 
respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness of the information contained herein or as 
to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon 
this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or 
solicitation of an offer to buy or sell any of the securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, 
any recommendation or investment opinion or advice. Any view, recommendation, opinion or advice expressed in this publication constitutes the 
views of the analyst(s) named herein and does not necessarily reflect those of Thanachart Securities, Daiwa Securities Group Inc.  and/or their 
respective affiliates nor any of their respective directors, officers, servants and employees except where the publication states otherwise. This 
research report is not to be relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing in, the 
securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. 

 
Thanachart Securities, Daiwa Securities Group Inc., their respective subsidiaries or affiliates, or their respective directors, officers and employees 
from time to time have trades as principals, or have positions in, or have other interests in the securities of the company under research including 
derivatives in respect of such securities or may have also performed investment banking and other services for the issuer of such securities.  
The following are additional disclosures. 
 
Japan 
Disclosure of Interest of Daiwa Securities Group Inc.  
Investment Banking Relationship 
Within the preceding 12 months, The subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or 
secondary offerings (excluding straight bonds) of the securities of the following companies: Modern Land (China) Co., Limited (1107 HK), China 
Everbright Bank Company Limited (6818_HK), econtext Asia Ltd (1390_HK), LOTTE SHOPPING CO (023530_KS), REXLOT HOLDINGS LTD 
(555_HK), NEO SOLAR POWER CORP (3576_TT), ACCORDIA GOLF TRUST (AGT_SP), Hua Hong Semiconductor Ltd (1347_HK). 
 
*Subsidiaries of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: 
• Daiwa Capital Markets Hong Kong Limited (大和資本市場香港有限公司) 
• Daiwa Capital Markets Singapore Limited 
• Daiwa Capital Markets Australia Limited 
• Daiwa Capital Markets India Private Limited 
• Daiwa-Cathay Capital Markets Co., Ltd. 
• Daiwa Securities Capital Markets Korea Co., Ltd. 
 
This research may only be distributed in Japan to “qualified institutional investors”, as defined in the Financial Instruments and Exchange Act (Article 2 
(3) (i)), as amended from time to time.   
 
Hong Kong  
This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (大和資本市場香港有限公司) (“DHK”) which is regulated by 
the Hong Kong Securities and Futures Commission. Recipients of this research in Hong Kong may contact DHK in respect of any matter arising from 
or in connection with this research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action . 
Investment Banking Relationship 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action . 
Relevant Relationship (DHK) 
DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research 
coverage. 
DHK market making 
DHK may from time to time make a market in securities covered by this research. 
 
Singapore 
This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited 
investors, expert investors and institutional investors as defined in the Securities and Futures Act, Chapter 289 of Singapore, as amended from time to 
time and is not for, nor intended for, distribution to any other persons in Singapore. By virtue of distribution to these category of investors, Daiwa 
Capital Markets Singapore Limited and its representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) 
(Section 36 relates to disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its representative’s interest in securities). Recipients of 
this research in Singapore should contact Daiwa Capital Markets Singapore Limited in respect of any matter arising from or in connection with the 
research. 
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Australia 
This research is distributed in Australia by Daiwa Capital Markets Stockbroking Limited and it may only be distributed in Australia to wholesale 
investors within the meaning of the Corporations Act. Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking Limited 
in respect of any matter arising from or in connection with the research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action . 
 
India 
This research is distributed by Daiwa Capital Markets India Private Limited (DAIWA) which is an intermediary registered with Securities & Exchange 
Board of India. This report is not to be considered as an offer or solicitation for any dealings in securities. While the information in this report has been 
compiled by DAIWA in good faith from sources believed to be reliable, no representation or warranty, express of implied, is made or given as to its 
accuracy, completeness or correctness. Thanachart Securities, DAIWA, and their respective officers, employees, representatives and agents accept 
no liability whatsoever for any loss or damage whether direct, indirect, consequential or otherwise howsoever arising (whether in negligence or 
otherwise) out of or in connection with or from any use of or reliance on the contents of and/or omissions from this document. Consequently, 
Thanachart Securities and DAIWA expressly disclaim any and all liability for, or based on or relating to any such information contained in or errors in 
or omissions in this report. Accordingly, you are recommended to seek your own legal, tax or other advice and should rely solely on your own 
judgment, review and analysis, in evaluating the information in this document. The data contained in this document is subject to change without any 
prior notice DAIWA reserves its right to modify this report as maybe required from time to time. DAIWA is committed to providing independent 
recommendations to its Clients and would be happy to provide any information in response to any query from its Clients. This report is strictly 
confidential and is being furnished to you solely for your information. The information contained in this document should not be reproduced (in whole 
or in part) or redistributed in any form to any other person. Thanachart Securities, DAIWA and our group companies, affiliates, officers, directors and 
employees may from time to time, have long or short positions, in and buy sell the securities thereof, of company(ies) mentioned herein or be 
engaged in any other transactions involving such securities and earn brokerage or other compensation or act as advisor or have the potential conflict 
of interest with respect to any recommendation and related information or opinion. DAIWA prohibits its analyst and their family members from 
maintaining a financial interest in the securities or derivatives of any companies that the analyst covers. This report is not intended or directed for 
distribution to, or use by any person, citizen or entity which is resident or located in any state or country or jurisdiction where such publication, 
distribution or use would be contrary to any statutory legislation, or regulation which would require Thanachart Securities, DAIWA and their affiliates/ 
group companies to any registration or licensing requirements. The views expressed in the report accurately reflect the analyst’s personal views about 
the securities and issuers that are subject of the Report, and that no part of the analyst’s compensation was, is or will be directly or indirectly, related 
to the recommendations or views expressed in the Report. This report does not recommend to US recipients the use of Daiwa Capital Markets India 
Private Limited or any of its non – US affiliates to effect trades in any securities and is not supplied with any understanding that US recipients will 
direct commission business to Daiwa Capital Markets India Private Limited. 
 
Taiwan 
This research is distributed in Taiwan by Daiwa-Cathay Capital Markets Co., Ltd and it may only be distributed in Taiwan to institutional investors or 
specific investors who have signed recommendation contracts with Daiwa-Cathay Capital Markets Co., Ltd in accordance with the Operational 
Regulations Governing Securities Firms Recommending Trades in Securities to Customers. Recipients of this research in Taiwan may contact Daiwa-
Cathay Capital Markets Co., Ltd in respect of any matter arising from or in connection with the research. 
 
Philippines 
This research is distributed in the Philippines by DBP-Daiwa Capital Markets Philippines, Inc. which is regulated by the Philippines Securities and 
Exchange Commission and the Philippines Stock Exchange, Inc. Recipients of this research in the Philippines may contact DBP-Daiwa Capital 
Markets Philippines, Inc. in respect of any matter arising from or in connection with the research. DBP-Daiwa Capital Markets Philippines, Inc. 
recommends that investors independently assess, with a professional advisor, the specific financial risks as well as the legal, regulatory, tax, 
accounting, and other consequences of a proposed transaction. DBP-Daiwa Capital Markets Philippines, Inc. may have positions or may be materially 
interested in the securities in any of the markets mentioned in the publication or may have performed other services for the issuers of such securities. 
For relevant securities and trading rules please visit SEC and PSE Link at http://www.sec.gov.ph/irr/AmendedIRRfinalversion.pdf  and 
http://www.pse.com.ph/  respectively. 
 
United Kingdom 
This research report is distributed by Daiwa Capital Markets Europe Limited in the European Union, Iceland, Liechtenstein, Norway and Switzerland. 
Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial Conduct Authority (“FCA”) and is a member of the London Stock 
Exchange, Eurex and NYSE Liffe. Thanachart Securities, Daiwa Capital Markets Europe Limited and their respective affiliates may, from time to time, 
to the extent permitted by law, participate or invest in other financing transactions with the issuers of the securities referred to herein (the “Securities”), 
perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities or options thereof and/or may 
have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of Thanachart Securities, Daiwa 
Capital Markets Europe Limited and their respective affiliates may have positions and effect transactions in such securities or options and may serve 
as Directors of such issuers. Thanachart Securities and Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable UK law and 
other applicable law or regulation, effect transactions in the Securities before this material is published to recipients. 
 
This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FCA and should not 
therefore be distributed to such Retail Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s 
affiliates outside the United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply; in 
particular, the benefits of the Financial Services Compensation Scheme may not be available. 
 
Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict 
management policy is available at http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory. Regulatory disclosures of investment 
banking relationships are available at https://daiwa3.bluematrix.com/sellside/Disclosures.action . 
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Germany 
This document is distributed in Germany by Daiwa Capital Markets Europe Limited, Niederlassung Frankfurt which is regulated by BaFin 
(Bundesanstalt fuer Finanzdienstleistungsaufsicht) for the conduct of business in Germany. 
 
Bahrain 
This research material is distributed by Daiwa Capital Markets Europe Limited, Bahrain Branch, regulated by The Central Bank of Bahrain and holds 
Investment Business Firm – Category 2 license and having its official place of business at the Bahrain World Trade Centre, South Tower, 7th floor, 
P.O. Box 30069, Manama, Kingdom of Bahrain. Tel No. +973 17534452 Fax No. +973 535113. 
 
This material is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions 
should be made at your own discretion and risk. Accordingly, no representation or warranty, express or implied, is made as to and no reliance should 
be placed on the fairness, accuracy, completeness or correctness of the information and opinions contained in this document, Content herein is based 
on information available at the time the research material was prepared and may be amended or otherwise changed in the future without notice. All 
information is intended for the private use of the person to whom it is provided without any liability whatsoever on the part of Daiwa Capital Markets 
Europe Limited, Bahrain Branch, any associated company or the employees thereof. If you are in doubt about the suitability of the product or the 
research material itself, please consult your own financial adviser. Daiwa Capital Markets Europe Limited, Bahrain Branch retains all rights related to 
the content of this material, which may not be redistributed or otherwise transmitted without prior consent. 
 
United States 
This report is distributed in the U.S. by Daiwa Capital Markets America Inc. (DCMA). It may not be accurate or complete and should not be relied upon 
as such. It reflects the preparer’s views at the time of its preparation, but may not reflect events occurring after its preparation; nor does it reflect 
Thanachart Securities’ or DCMA’s views at any time. Neither Thanachart Securities, DCMA nor the preparer has any obligation to update this report 
or to continue to prepare research on this subject.  This report is not an offer to sell or the solicitation of any offer to buy securities. Unless this report 
says otherwise, any recommendation it makes is risky and appropriate only for sophisticated speculative investors able to incur significant losses. 
Readers should consult their financial advisors to determine whether any such recommendation is consistent with their own investment objectives, 
financial situation and needs. This report does not recommend to U.S. recipients the use of any of Thanachart Securities’ or DCMA’s non-U.S. 
affiliates to effect trades in any security and is not supplied with any understanding that U.S. recipients of this report will direct commission business to 
such non-U.S. entities. Unless applicable law permits otherwise, non-U.S. customers wishing to effect a transaction in any securities referenced in this 
material should contact a Daiwa entity in their local jurisdiction. Most countries throughout the world have their own laws regulating the types of 
securities and other investment products which may be offered to their residents, as well as a process for doing so. As a result, the securities 
discussed in this report may not be eligible for sales in some jurisdictions. Customers wishing to obtain further information about this report should 
contact DCMA: Daiwa Capital Markets America Inc., Financial Square, 32 Old Slip, New York, New York 10005 (telephone 212-612-7000). 
 
Ownership of Securities 
For “Ownership of Securities” information please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action .  
 
Investment Banking Relationships 
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action .  
 
DCMA Market Making 
For “DCMA Market Making” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action . 
 
Research Analyst Conflicts 
For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The 
principal research analysts who prepared this report have no financial interest in securities of the issuers covered in the report, are not (nor are any 
members of their household) an officer, director or advisory board member of the issuer(s) covered in the report, and are not aware of any material 
relevant conflict of interest involving the analyst or DCMA, and did not receive any compensation from the issuer during the past 12 months except as 
noted: no exceptions. 
 
Research Analyst Certification 
For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at  
https://daiwa3.bluematrix.com/sellside/Disclosures.action . The views about any and all of the subject securities and issuers expressed in this 
Research Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views of the firm 
producing the report if no individual analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the 
compensation of the firm if no individual analyst[s)] is named on the report) was, is, or will be directly or indirectly related to the specific 
recommendations or views contained in this Research Report. 

 
For stocks in Thailand covered by Thanachart Securities, the following rating system is in effect: 
Ratings are based on absolute upside or downside, which is the difference between the target price and the current market price. If the upside is 10% 
or more, the rating is BUY. If the downside is 10% or more, the rating is SELL. For stocks where the upside or downside is less than 10%, the rating is 
HOLD. Unless otherwise specified, these ratings are set with a 12-month horizon. Thus, it is possible that future price volatility may cause a temporary 
mismatch between upside/downside for a stock based on the market price and the formal rating. 
 
For the sector, Thanachart looks at two areas, ie, the sector outlook and the sector weighting. For the sector outlook, an arrow pointing up, or the 
word “Positive”, is used when Thanachart sees the industry trend improving. An arrow pointing down, or the word “Negative”, is used when 
Thanachart sees the industry trend deteriorating. A double-tipped horizontal arrow, or the word “Unchanged”, is used when the industry trend does not 
look as if it will alter. The industry trend view is Thanachart’s top-down perspective on the industry rather than a bottom-up interpretation from the 
stocks that Thanachart covers. An “Overweight” sector weighting is used when Thanachart has BUYs on majority of the stocks under its coverage by 
market cap. “Underweight” is used when Thanachart has SELLs on majority of the stocks it covers by market cap. “Neutral” is used when there are 
relatively equal weightings of BUYs and SELLs]. 
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Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action . 
 
Investment Banking Relationships 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action . 
 
Relevant Relationships (TNS) 
TNS may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research 
coverage. 
 
TNS market making 

   TNS may from time to time make a market in securities covered by this research. 
 

Additional information may be available upon request. 
 
Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 
(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.) 

 

 If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, 
we ask you to pay close attention to the following items.  

 In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with 
you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you 
confirm the commission for each transaction.  

 In some cases, we may also charge a maximum of ¥2 million (including tax) per year as a standing proxy fee for our deposit of your securities, 
if you are a non-resident of Japan.  

 For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made 
beforehand with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements.  

 There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations 
in interest rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the 
transaction, the loss could exceed the amount of the collateral or margin requirements.  

 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.  
 Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with 

such experts as certified public accountants.  
 

* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on 
current market conditions and the content of each transaction etc.  
 
When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take 
responsibility for your own decisions regarding the signing of the agreement with us.  
 
Corporate Name:   Daiwa Securities Co. Ltd. 
Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108  
Memberships:         Japan Securities Dealers Association, The Financial Futures Association of Japan 
Japan Investment Advisers Association 
Type II Financial Instruments Firms Association 
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