MAJOR: The darkest before dawn

We upgrade our recommendation to BUY rating, from HOLD, with new
2022E target price at Bt22.50, from Bt19.70, derived from 20.1xPE’22E,
which is its 5-year trading average. We rerated the valuation to historical
average, from 1 SD discount, previously.

MA]OR « MAJOR had net losses in 1Q21 at Bt120m, better than net losses of
GROUP Bt255m in 1Q20 but fell from net profit of Bt328m in 4Q20

* While new wave of Covid eroded its revenue, MAJOR was still good in
managing its expenses.

* 1Q21 revenue was Bt853m (-35%YoY, -36% QoQ).
* Gross profit margin fell to 12.1%, from 20.6% in 1Q20 and 30.7% in 4Q20.
* SG&A expenses was Bt361m, from Bt586m in 1Q20 and Bt574m in 4Q20.

We think the worst is about to pass. People are craving for their old
normal life. And MAJOR has a bunch of quality movies line-up await

Valuation table

Year end Dec 19A 20A 21E 22F 23E
PE (x) 10.9 nm 25.5 16.4 12.2
Recurring net profit growth (%) 18.2 nm nm 551 34.5
Pathompol Laowirayasak Recurring EPS (Bt) 17 (0.4) 0.7 11 15
Registration .n0.045337 Recurring EPS growth (%) 18.2 nm nm 55.1 345
Pathompol.la@countrygroup.co.th PBV (x) 22 25 25 2.4 2.2
+66 2 205 7000 ext 4406 BVPS (Bt) 8.2 7.2 7.5 7.8 8.3
ROE (%) 19.4 (7.6) 9.8 14.7 18.8
DPS (Bt) 1.0 - 0.5 0.8 1.1
Voravuth Thanathaveepol Dividend yield (%) 5.4 na 28 43 57
Assistant analyst Enterprise value (Bt m) 22,4347 22,8043 21617 20,6780 19,0515
EV-to-EBITDA (x) 6.0 251 9.8 7.6 6.0
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MAJOR: New wave of Covid hit 1021 earnings Al
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Result summary
* MAJOR had net losses in 1Q21 at Bt120m,
(Bt m) 1020 2020 3020 4020 1021 YoY (%) 3M21 21E % of 21E better than net losses of Bt255m in 1Q20
but fell from net profit of Bt328m in 4Q20

Revenue 1,322 208 896 1,339 853 (35.4) 853 6,768 12.6 . While new wave of Covid eroded its
Cost of sales (1,049) (435) (751 (929) (750) (28.5) (750) (4,533) 16.6 revenue, MAJOR was still good in managing
Gross profit 272 227) 145 41 103 (62.2) 103 2,235 4.6 its expenses.
SG&A (586) (432) 37D (574) 361 (38.3) 361 ,773) 204 . 1Q21 revenue was Bt853m (-35%YoY, -36%
Other (exp)/inc 28 73 54 157 92 225.8 92 161 57.1 QoQ).
EBIT (286) (586) (172 73 (673 nm (673 622 (26.8) * Gross profit margin fell to 12.1%, from 20.6%
Finance cost (56) (38) (26) (55) (70) 25.6 (70) (208) 33.8 in 1020 and 30.7% in 4Q20, reflected scales
Other inc/(exp) (7 - - 0 - nm - 16 - effect.
Earnings before taxes (349) (623) (198) 6N (237) nm (237) 430 (55.2) .« SG&A expenses was under-controlled at
Income tax 31 3% as) 87 25 (257 23 (86)  (26.9) Bt361m, from Bt586m in 1020 and Bt574m
Earnings after taxes (318) (636) 21 26 (214) nm (214) 344 (62.3) in 4Q20.
Equity income 72 165 85 417 94 30.8 94 319 29.5 « While we see downside to our 2021IE
Minority interest m 11 1 1 8 nm 8 (16) (51D projection, as 2Q21E should be in the losses,
Earnings from cont. operations (246) (460) 24) 444 am nm am 647 a7.2) we believe MAJOR could eventually deliver
Forex gain/(loss) & unusual items ©) as) m me) ©) nm ©) - na profit in 2021E.
Net profit (255)  (475)  (125) 328 (120) nm (120) 647 (18.6) | . Wwe think the worst is about to pass, as
Recurring profit (246) (460) 24) 444 anm nm am 647 (7.2) Thailand is getting better in vaccine roll-out.
EBITDA 105 (98) 181 743 229 1n7.9 229 2,202 10.4 « Meanwhile, people are craving for their old
Recurring EPS (Bt) (0.275) (0.514) (0.139) 0.496 (0.124) nm (0.124) 0.723 (17.2) normal life. At the same time, from MAJOR
Reported EPS (Bt) (0.285) (0.531) (0140) 0366 (0130)  nm  (0134) 0723 (18.6) side, there are a bunch of quality movies
Profits (%) 1020 2020 3Q20 4Q20 1Q21 Diff (%) 3M21 21E  Diff (%) line-up await. .

- * Thus, we upgrade our recommendation to
Gross margin 20.6 (108.8) 16.2 30.7 12.1 (8.5) 12.1 33.0 21.0 BUY., as we rerated our valuation to
Operating margin (21.6) (281.0) (19.2) (0.5 (19.6) 2.1 (19.6) 9.2 28.8 historical average, from 1 SD discount,
Net margin (19.3)  (227.9) (140) 245 (14.1) 52 (14.) 9.6 23.6 oreviously.
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MAJOR: Revenue breakdown Al
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MAJOR operates cinema business under its verity brand. The company offer (Bt bn) (%)
variety of watching movie service for customers such as RealD*, 2D, 3D, 4DX,
IMAX, Screen X. This segment accounts for 66% of its total revenue. 120 H - 20
100 N 15
MAJOR’S Advertising and media agencies segment accounts for 15% of total - 10
revenue. It provides a wide range of services including cinema screen advertising 8.0 A S
and media, which is available throughout its Cineplex network. 6.0
MAJOR also operates a 10-pin bowling and karaoke business under its Blu-O 40 A - (S
Rhythm & Bowl brand. Currently, it has a total of 298 bowling lanes and 169 v - (10)
karaoke rooms. Moreover, it operates ice-skating rinks at five locations. This 2.0 A L (15)
segment contributes 5% of its sales.
- T T T T T (20)
Others includes its rental business (which contributes 9% to its total sales) and 18A  19A 20A 2IE 22E 23k
its movie content (accounts for 5% of its total revenue). N Revenue Net margin (RHS)

Revenue breakdown by segment 2020

9% °

Bowling &
Karaoke

Admission

Advertising

Sources: CGS Research, company data 17 May 2021

*Digital stereoscopic projection technology made and sold by RealD. It is the most widely used technology for watching 3D films in cinemas.
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MAJOR: Summary financials
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Profit & loss (Bt m) 19A 20A 21E 22F 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Revenue 10,697 3,765 6,768 8,785 9,416 1,322 208 896 1,339 853
Story Cost of goods sold (6,849) (364) (4,533) (5935) (6,067) (1,049) (435) (751 (929) (750)
Gross profit 3,848 601 2,235 2,851 3,350 272 (227) 145 41 103
SG&A (2,637) (1,970) (Q,773) (1,949) (2,072) (586) (432) 371 (574) (361)
Other (exp)/inc 268 297 161 171 172 28 73 54 157 92
Sales Operating profit 1,479 (1,072) 622 1,072 1,450 (286) (586) a72) ) ae7)
Finance cost (234) (75) (208) (226) (193) (56) (38) (26) (55) 70)
Other inc/(exp) 19 15 16 14 27 ) - - O -
Earnings before taxes 1,263 (1,231) 430 861 1,284 (349) (623) (198) (1)  (237)
Income tax (355) 93 (86) a72) (257) 31 a3 a3 87 23
After-tax profit 909 (1,139) 344 688 1,027 (318) (636) 1m 26 (214)
Equity income 680 740 319 340 356 72 165 85 417 94
Minorities @7 13 (16) (25) (34) ) n 1 1 8
Earnings from cont. operations 1,561 (386) 647 1,003 1,349 (246) (460) 124) 444 an
Forex gain/(loss) & unusual items (154) a4mn - - - (©)) as) ©) me) (€©))
Net income 1,407 (527) 647 1,003 1,349 (255) (475) (125) 328 (120)
Recurring EPS (Bt) 1.69 (0.43) 0.72 112 1.51 (0.28) (0.51) (0.14) 0.50 (0.12)
Weighted average shares (m) 895 895 895 895 895 895 895 895 895 895
Balance sheet (Bt m) 19A 20A 21E 22E 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Assets 17,868 17,678 19,446 20,805 19,443 17,366 17,615 17,268 17,678 17,974
Liabilities 10,388 1,052 12,610 13,642 1,842 10,1M 1179 10,942 1,052 1M,457
Equity 7,334 6,482 6,676 6,977 7,382 7,096 6,295 6,176 6,482 6,371
Invested capital 7,309 6,161 4,860 3,913 2,369 7,256 6,530 6,566 6,161 6,302
Growth (YoY, %) 19A 20A 21E 22F 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Revenue 7.5 (64.8) 79.7 29.8 7.2 (44.9) (934) (635 (49.8) (354)
Operating income 37.2 (172.5) 158.1 723 352 (220.5) (196.2) (183.7) (102.3) 41.6
Recurring EPS 18.2 (125.6) 267.4 55, 34.5 (214.9) (180.8) (152.3) 15.2 54.8
Assets 0.5 amn 10.0 7.0 (6.5) 25.0 26.1 27.5 an 35
Liabilities 1.0) 6.4 14.1 82 (13.2) 43.4 54.2 51.9 6.4 13.3
Equity 2.5 m.e) 3.0 4.5 5.8 5.8 4.4) (0.4) Me) 10.2)
Profits (%) 19A 20A 21E 22E 23E  Mar '20 Jun '20 Sep '20 Dec '20 Mar '21
Gross margin 36.0 16.0 33.0 32.4 35.6 20.6 (108.8) 16.2 30.7 12.1
Operating margin 13.8 (28.5) 9.2 12.2 15.4 (21.6) (281.0) (19.2) (0.5 (9.6
Net margin 13.2 (14.0) 9.6 n4 14.3 (19.3) (227.9) (14.0) 24.5 4.1
ROE 19.4 (7.6) 9.8 14.7 18.8 4.1 (28.4) (8.0) 20.7 (7.5)
ROIC 13.7 4.7) 9.0 19.6 36.9 (14.3) (34.7) 1.2) (0.3) (9.7)
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Investment ratings
BUY: Expected return excluding dividends of more than 10% within the next 12 months.
HOLD: Expected return excluding dividends between -10% and 10% within the next 12 months.
SELL: Expected return excluding dividends of less than -10% within the next 12 months.
NR: Not Rated- Stock is not in our research coverage.

Analyst certification

The analyst(s) named in this report certifies that (i) all views expressed in this report accurately reflect the personal views of the analyst(s) with regard
to any of all of the subject securities and companies mentioned in this report and (ii) no part of the compensation of the analyst(s) was, is, or will be,
directly or indirectly, related to the specific recommendation or views expressed by that analyst herein.

General disclaimer

This document is prepared by Country Group Securities Public Company Limited (CGS). This research is aimed to provide information and analysis
based on data received from public sources and interviews with company executives. The information is carefully examined but their completeness and
accuracy are not guaranteed. The analysis, conclusions and recommendations in this research are mainly based on the fundamental analysis without
the intention to influence or lead the users of this report. The recommendations in this research belong solely to the analyst(s). CGS may not agree with
the opinions in this research. Investors and users of this research should rely on their personal judgment.

Disclaimer on CG Scoring and THAI-CAC

CG Scoring: 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 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.
Country Group Securities Public Company Limited does not confirm nor certify the accuracy of such survey result. The IOD assigns numlbers of logos
to each company based on their scoring as follows: 90-100 = Excellent (5), 80-89 = Very Good (4), 70-79 = Good (3), 60-69 = Satisfactory (2), 50-59
= Pass (1), <50 = N/A (No logo given).

Anti-corruption Progress Indicator: The assessment on progress level of Thai listed companies with respect to anticorruption called “anti-corruption
progress indicator” conducted by Thaipat Institute. This is an initiative under the SEC’s Sustainability Development Roadmap for Listed Companies
emphasizing on running business operation with good corporate governance, corporate social responsibility and firm commitment against corruption;
which will pave the way for them to become role models for others in the Thai business sector. The indicator comprises level 1 to 5 as follows: Level 1:
Committed, Level 2: Declared, Level 3: Established, Level 4: Certified, Level 5: Extend.
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