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Sabina PCL. (SABINA)

“Outsource production and focus on marketing and product development”

Key takeaways from Analyst Meeting

1.

The outlook of revenue from sales of SABINA brand continues to grow through
its marketing activities and launching new products while the revenue from
production sourcing business (9% of total revenue) shows no growth partly due
to the impact of BREXIT.

Currently, the company has outsourced 33% of its production to factories
abroad, increasing from 4% and 18% in 2017 and 2018 respectively. The
products from this production outsourcing show a high gross margin of 62.2%
comparing to that of the products from the company’s own production line of
52.9% (1Q19 reference). The company has planned to continuously increase
production outsourcing by selecting high quality factories in other countries
where cost of production is lower than Thailand, for example China, CLMV and
Africa.

Part of the benefits from saving on production cost will be allocated to the
marketing and product development activities. Overall, the company has set the
target for Net Profit Margin expansion at 1% annually (from 2018 base of
11.65%).

The business still has opportunity in foreign markets. Currently, the company
has exported SABINA products to 7 countries, namely Vietnam, The Philippines,
Myanmar, Laos, Cambodia, Bangladesh, and Pakistan, with total 108 points of

sale.

1Q19 Performance Review

The company reported 1Q19 net profit of 95.2 Million Baht (+20%YoY,+26%QoQ) as

a result of i) Revenue increased by 12% YoY to 774 million baht, with the revenue

from sales through stores and online channel grew 8.2% and 61.5% respectively

and ii) Gross Profit Margin increased to 54.7% comparing to 53.0% in 1Q18,

reflecting the company’s cost management by outsourcing part of its production to

factories abroad.
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The company manufactures and sells
underwear to its subsidiaries and OEM
customers which are the distributors of
underwear abroad, with a main focus in
European customers. Currently, the
company has 3 factories located in Chai
Nat, Yasothon, and Buriram provinces with
combined production capacity of 8.8
million pieces per year. Sabina Fareast
Co., Ltd. is the company’s subsidiary that
and distributes

designs, manufactures,

women’s underwear under “Sabina” brand.

2018 Revenue Structure

Year End Dee. 2016\ 2017A

Revenue (Bt m) 2,383 2663 3,090
Net Profit (Bt m) 176 243 362
NP Growth (%) 3] g 49
EPS (Bt) 0.51 0.70 1.04
PER (x) 534 386 259
BPS (Bt) 508 5.45 528
PBV (x) 53 5.0 51
DPSs (Bt) 0.24 0.82 1.04
Div. Yield (%) 0.9 3.0 39
ROA (%) 8 10 14
ROE (%) 10 13 20

Soufce: SET




Analyst Opinion

SABINA has shown continuous growth during the past 9 years, with management’s vision to shift towards creating the company’s
own brand instead of being an OEM manufacturer for foreign brands. Stock currently trades at 24.9x Trailing PE which is higher
than WACOAL, the market leader, which currently trades at 16.6x. We view that this is the result of SABINA’s higher growth outlook
following its continuously improving brand awareness. Therefore, we recommend investors to keep eyes on i) new product
launches in the future and ii) foreign exchange rate of Thai Baht (THB) because the company will be better off from THB
appreciation and worse off from THB depreciation, as the company is the net importer. The latest update on IAA Consensus, the 4

analysts who follow this stock had recommended “Buy” on this stock, with the average target price of 35.8 THB or 21% upside.

SABINA PCL. (SABINA)

2018 Corporate Governance Report by Thai Institute of Directors Association (IOD)

A disclosure of the Corporate Governance Report by Thai Institute of Directors Association (IOD) is in compliance with the policy of
The Securities and Exchange Commission Thailand (SEC). The 10D has conducted surveys and evaluated data from the
companies registered in The Stock Exchange of Thailand (SET) and The MAI Stock Exchange (MAI). These data are publicly
disclosed and accessible by any investors. Therefore, the result of this survey is a presentation of the third party’s opinions, it is not
a performance evaluation of the company, and the evaluation does not take into account the company’s internal data. The result of
such survey is the result as of the date appeared on the Corporate Governance Report of Thai Limited Companies only, therefore,
the survey result may change after aforementioned date and, by any mean, The Country Group Securities PCL. does not confirm,

verify, or certify the correctness of the aforementioned result of the survey.
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Anti-Corruption Progress Indicator by Thai Institute of Directors Association (IOD)

A disclosure of the result of Anti-Corruption Progress Indicator of the registered companies in Stock Exchange of Thailand (SET)
evaluated by Thai Institute of Directors Association (IOD) and disclosed by The Securities and Exchange Commission Thailand
(SEC) is in compliance with the policy and plan to develop sustainability for registered companies. The result of the 10D’s
evaluation is based on data from the registered company’s declaration forms i.e. Form 56-1, Form 56-2, documents, or any other
reports related to the registered companies.

Therefore, the result of this evaluation is a presentation of the third party’s opinions. It is not a performance evaluation of the
company registered in SET, and the evaluation does not take into account the company’s internal data. The result of such
evaluation is the result as of the date appeared on the report only, therefore, the evaluation result may change after aforementioned
date and, by any mean, The Country Group Securities PCL. does not confirm, verify, or certify the correctness of the
aforementioned result of the survey.

The data of companies participated in Thailand's Private Sector Collective Action Coalition against Corruption (Thai CAC) of 10D

consists of 2 groups
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