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RATE CUT A TONIG
FOR OTOCK INVESTOR

MARKET MONITOR

DARANA CHUDASRI
NUNTAWUN POLKUAMDEE

Recap: The market jumped at
midweek in response to the surprise
interest-rate cut to 2.75% by the
Bank of Thailand to help shield the
domestic economy from the impact
of further global weakening. The
SET indexrose 1.07% on Wednesday
and remained in positive territory
through Friday.

The SET index moved in arange
of1,286.12 and 1,314.32 points and
closed at 1,307.71, up 0.83% from
the week before, with daily average
trade 0f34.42 billion baht. Retail
investors were netsellers of3.15
billion bahtin shares. Local institu-
tions were net buyers of 2.72 billion
baht, brokers 395 million and foreign
funds 34 million. However, for the
month to Oct 19, foreigners have
been net sellers of 8 billion baht.

Big movers: The ICT sector
topped the table after the Big Three
succeeded in paying rock-bottom
prices for 3G wireless broadband
spectrum at a competition-free
auction. Advanced Info Service
(ADVANC) shares wentup 5.45% to
202 baht, TRUErose 1.8% t0 5.70
bahtand Shin Corp (INTUCH) rose
2.76% 10 65.25 baht.

Newsmakers: Pressure is
mounting on Thailand over its costly
rise-pledging programme. The US
Rice Federation has complained to
the USTrade Representative that
Thailand essentially will be dumping
rice on the world market ifand when
itfinally sells the massive stocks
purchased from farmers at prices
40% above real market rates.
4+ More signs of malaise in Europe,
where industry data showed sales
of new cars plunged 10.8% in
September from a year earlier.
However, sales in Britain grew 8.2%.
4+ ANational Broadcasting and
Telecommunication Commission
committee endorsed the 3G bid
results. The only three bidders, units
of AIS, DTAC and TRUE, each won

their maximum quota of 15MHz of
spectrum, for a total of41.625 billion
baht, only 2.78% above the minimum
price. Chulalongkorn University
experts said the minimum price per
slot should have been 6 billion baht
and not 4.5 billion.

4+ The 3G auction has been widely
criticised as uncompetitive, with the
Finance Ministry’s permanent
secretary even suggesting the NBTC
and the Big Three could face legal
questions about collusion. The NBTC
hopes to get things right before next
year, when it has to start thinking
abouta 4G auction.

+ Tokyo-based Rating & Investment
Information (R&I) upgraded its
foreign and local currency issuer
ratings for Thailand from BBB and
BBB+ and A- respectively with a
stable outlook, and affirmed foreign
currency short-term debt for
Thailand ata-2.

4 Thailand’s automobile production
in September hit a record high of
228,500,up 31.2% year-on-year.
Exports also hit arecord 0f 98,268
units.

+ Interestamong local investors in
Singapore and Malaysian stocks has
been building since the SET joined
the Asean Trading Link last week,
say local brokers. Top picks are big
names such as Singapore Telecom
and Thai Beverage on the Singapore
Exchange, as well as AirAsia and
Petronas on Bursa Malaysia. Local
investors can now buy and sell shares
on the other two bourses through
their Thailand-based brokers.

4+ Emery Oleochemicals, a 50:50 joint
venture between PTT Global
Chemical Plc and Malaysia’s Sime
Darby Bhd, will spend US$50 million
to expand its biopolyol capacity in
the US.

4+ The central bank’s Monetary
Policy Committee cutits repurchase
rate to 2.75% from 3%, saying
inflation remained low, while the
world economy was still weak, so it
was appropriate to support domestic
demand growth, which has been
weakening.

4+ Central Retail of the Chirathivat
family intends to take over MAI-
listed Office Mate (OFM) through a
tender expected to be completed
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by year-end. OFM projects revenue
willincrease from 1.29 billion baht
to 8 billion next year, and will move
from the MAI to the SET.

4+ Serm Suk, looking for more
products to distribute once its Pepsi
bottling deal ends next month, is
acquiring the business of Wrangyer
energy drinks from Thai Beverage.
+ Bank of Ayudhya will issue up to
12 billion bahtin 10-year
subordinated debentures. The bank
has an option to raise the amount
to 20 billion baht, in light of huge
demand, aswell as acall option at
the end of the fifth year.

Comingup this week: The US
Federal Reserve will open a two-
day meeting on Tuesday, though
analysts don’texpectit to take any
dramatic new steps.

+ The Thai Commerce Ministry will
report September export and import
figures on Wednesday. The same
day, Siam Cement Group, the
country’s biggest industrial group,
will releaseits Q3 results.

Stocks to watch: Asia Plus is
overweight on the auto sector,
believing profits for the sixlisted
companies it covers will grow with
auto production. It forecasts an
18.7% rise from H1 in second-half
profits for the sector, bringing full-
year profitto 3.5 billion baht, up
from 1.49 billion last year when
floods crippled the industry. The
broker’s top picks are STANLY and
SAT. In other sectors, ASP has buy
recommendations for BANPU,
MINT, KTB and TCAP.

+ Maybank Kim Engrecommends
buying KTB, TCAP and THANT in
anticipation of good Q3 performance
and benefits benefit from lower
interestrates. Ithasahold
recommendation on BANPU and
BIGC.

Technical view: Finansia Syrus
sees support thisweek at 1,300 and
resistance at 1,320. Asia Plus sees
supportat 1,285 and resistance at
1,315.
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RATE CUT MAY BRING PORTFOLIO CHANGE

THERDSAK THAVEETEERATHAM

Senior Vice President
Asia Plus Securities Research

The Monetary Policy Committee's
cutinthe Bank of Thailand’s bench-
mark interest rate last week was
totallyunexpected, and the one-year
bondyield plunged from above 3 per
cent to 2.86 per cent. As this widens
the earningyield gap (between one-
year bonds and stock-market earn-
ings), it should lead to portfolio
adjustment. Investors may shift
some investment from the bond
markettothestock market. Still, our
team believes that this move does
not presage a downward mterest-
rate trend.

Assitich, the portfolio ad_}ustment
should be short—hved and it proba-
bly ended late last week.

Our quantitative analysis, track-
ing stock prices after six previous
rate cuts since 2008 (excluding the
October 17 action), shows thatener-
gy, property and chemical stocks
outperformed the SET Index.
Meanwhile property stocks gained
from the positive sentiment, aslower
rates should encourage more pur-
chases while those waiting for loans
could win loan approvals easier. In
thisgroup, Raimon Land (RML; fair
value Bt2.20) and Major
Development (MJD; fair value
Bt3.44:) are the most outstanding,

Energy stocks are attractive as
they have underperformed the SET
Index. Statistically, a week, two
weeks and a month after the rate
cuts, theiraveragereturn wasas high
as 2.9 per cent, 5.7 per cent and 10.5
percentrespectively, whichis 2.1 per
cent, 3.95 per cent and 8 per cent
higher than returns from the SET.
Our top picks are PTT (fair value
Bt390) and Thai Oil (TOP), as they
should book stock gains and enjoy a
cyclical increase in refining margin
in the second half.

Externally, this week we should
closelymonitorthe European Union
Summit, when bail-out packages to

Spain and Greece will be dlscussed
Spainis due for adebt repayment at
the end of this month.

Overall, investors should tread
carefully this week. Stock holding
should not exceed 40 per cent of
investment portfolio. Focus on
stocks with good second-halfresults
and prices belowfairvalue. The SET
Index’s main resistance for the rest
of this year is 1,325 points, indica-
tive of the price-to-earning ratio of
15 times.

KITPON PRIPISANKIT
Strategist
Kasikorn Securities

LT

The SET Index rebounded sharply
late last week, after the surprise pol-
icy-rate cut. Foreign investors
returned, after seven days of con-
secutive sell-offs, mostly to accu-
mulate telecomstocks afterthe auc-
tion of the third-generation cellular
bandwidth was cleared to proceed.
The SET Index last week hit a 16-
year highest resistance level at 1,314
points.

This week, profit-taking is in the
picture, because of some weak tech-
nical signs. Much will also depend
on the China’s manufacturing index
(I—ISBCM&nufanttmng PMI, orpur-
chasing managers'index), whichwill
be announced next week. The US
Federal Open Market Committee
will also convene in midweek.
Meanwhile, speculation should be
high, as many listed companies are
expected to release positive third-
quarter results. This should boost
thesentimentinthelatter halfofthe
week.

We recommend you keep your
focus on stocks with good second-
halfearnings, such as SC Asset (SC),
Krungthai Bank (KTB), Thai
Airways International (THAI), The
Erawan Group (ERW), Central
Plaza Hotel (CENTEL), Nation
Multimedia  Group (NMG),
Charoen Pokphand Foods (CPF),
Thai Oil (TOP), IRPC and ESSO.
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TISCO SECURITIES

The Stock Exchange of Thailand
looks likely to extend its consolida-
tion this month amid an absence of
fresh catalysts to drive share prices
higher. Also capping the Thai mar-
ket'snear-term upsideisan increase
in equity sales by foreign investors.

Foreignershave sold anettotal of Bt9:

billionworth of Thai stocks so far this
month after the SET’s gain of near-
ly11 percentinthethird quarterand
27 per cent year-to-date.

We maintain our overweightrat-
ing on banks as continued strong
loan demand should boost aggre-
gate earnings growth by 24 per cent
year onyear in the third quarter and
19 per cent year on year in 2013.
Although trading at historical highs
of 1.7 times price to book value
(P/BV) and a price to earnings ratio
(PER) of 10.6x, the Thai banking
sector is still inexpensive compared
with regional peers and other sectors
ofthe SET.

However, with the Monetary
Policy Committee’s surprise 25-
basis-point rate cut on Wednesday,
the sector could experience some
short-term weakness. Our top picks
are Kasikornbank (KBANK), Siam
Commercial Bank (SCB) and Bank
of Ayudhya (BAY), while among
smaller banks we like Kiatnakin
Bank (KK), whose third-quarter net
profitof Bt928 million beatourfore-
castand Bloomberg consensusby13
per cent.

Telco stocks could face further
weakness after last week’s spectrum
auction amid concerns over new
lawsuits against «the National
Broadcasting and
Telecommunications Commission.
However, any price decline offers an
opportunity to  accumulate
Advanced Info Service (ADVANC),
which we believe will ultimately
emerge as the winner from upcom-
ing regulatory changes.

*  Forsmallersectorsofthemarket,
we continue to favour hotels and

contractors.
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