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Even though the size of both domestic investment funds (DIFs) and foreign investment funds (FIFs)
had started to stabilize since 4QFY14, the total value of DIFs however showed signs of declining due
to a steady rise in the SET index’s P/E ratio, which took much of the glitter off the Thai stock market
as reflected by increasing institutional preference towards the launch of FIFs. In addition, lower
return targets for the recently launched trigger funds also reflected an increase in short-term
trading activities in the Thai stock market.

INVESTMENT IDEAS: Making short-term bets on heels of trigger fund IPOs to ride out volatile
market

Since the start of the year, the Thai stock market had lacked support from serious foreign buying
while the pace of institutional buying markedly slowed down in the absence of the boost from
macroeconomic indicators, causing the recent market rebound to be only short-lived as much of
the boost came largely from buying interest from long only trigger funds. Statistics showed trigger
fund buying provided only a short-term boost to the market.

INVESTMENT STRATEGY

To ride out a volatile market, it is best to make short-term bets on the heels of the IPOs of the
trigger funds with a size of more than 700mn, which statistically give a bigger boost to the market
than other sizes of the funds.

During the recent correction where the SET index fell to a bottom of 1480 points on May 12, 2015,
three trigger funds were launched worth a combined Bt1lbn-Bt2bn. Statistics shows the Thai stock
market normally gains by 1.6% on average after the IPOs of the trigger funds. On this basis, the
recent launch of the funds may possibly drive the SET index higher to 1535 points, the level that
could be used as a trigger point for short-term profit-taking. In our view, the ‘sell on rallies and buy
back on dips’ could be the best trading strategy as long as the SET index could sustain above the key
psychological level of 1500 points. If the SET index breaks above 1535 points, we believe the room
for further upside would be limited to 1570 points or the +2SD of market return from the IPO of the
funds.
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Figure 1: Net institutional trades
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The above figure shows net institutional trades during the period of Jan-Apr 2015 notably
dropped to a mere Bt6.5bn from Bt17bn and Bt38bn in the same period of 2014 and 2013

respectively.

Figure 2: Value of DIFs, FIFs and highly liquid funds
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The value of the funds had started to stabilize between Bt0.92mn-Btlmn since 4QFY14
according to Figure 2, reflecting a slowdown in inflows into the funds after a sharp rise of
more than Bt200bn in inflows since early 2014. The value of other funds, excluding LTFs,
RMFs and FIFs held steady, pointing to the absence of fresh inflows into the market in the
near term.
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Figure 3: Value of DIFs to total funds vs. Thai stock market’s P/E ratio
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Since the start of the year, the value of DIFs had been on a steady decline, moving inversely
to the Thai stock market’s P/E ratio (based on 12-month trailing EPS) which rallied above
15x to hit its peak of 22x.

Figure 4: Number of DIFs and FIFs that have been launched and liquidated since early 2014
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The Figure 4 shows the number of FIFs had risen steadily from early 2014 to Feb 2015 with

an increase of more than 60 funds while the number of DIFs rose at a much slower pace
than FIFs at 16, reflecting increasing institutional preference towards the launch of FIFs.
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Figure 5: Total value of fixed income funds vs. total value of Thai bonds
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The value of Thai fixed income funds remained on the rise to 80% of the total fund value
of Bt3.17trn. Much of the increase came after the military coup in mid-2014 on clearer

economic picture.

Figure 6: Benchmark 10-year yields on US and Thai bonds and spreads
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The retreat in US and Thai bond yields and spreads may diminish the attractiveness of the

Thai bond market especially after the Bank of Thailand slashed its policy interest rate two
times by 25 bps each in Mar and Apr to the current level of 1.5%.
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Figure 7: Trigger fund performance before and after IPO launch
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Based on data of trigger funds during 2013-2014,

The IPOs of the trigger funds were normally launched after the recent market pullback and
the funds could drive the Thai stock market up by an average of 1.6% and a maximum of 4%
or +2SD in one month’s time after the IPOs before the market later dropped below the level
when the IPOs of the funds were launched by an average of 1.51% with a maximum of 4%
or-2SD.

Figure 8: Grouping of trigger funds by size
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The Figure 8 shows trigger funds can be broken down into the following three groupings by
size: (1) less than Bt300mn, (2) between Bt300mn-Bt700mn and (3) more than Bt700mn.
Based on statistics, there is a 90% chance that trigger funds with a size of more than
Bt700mn will generate significantly higher returns than other sizes of the funds at 2.32%
amid little difference in volatility.
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Figure 9: Average return of each trigger fund groupings after IPO
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Statistics shows that trigger funds with a size of more than 700mn will deliver the best
return among other sizes of the funds of around 3.41% in one month’s time after the IPO,
followed by those with a size of below Bt300mn at 1.95%. Fund liquidation will follow
after the market run-up pushes the funds higher to hit return targets. During the
liquidation of the funds, the returns of the funds with a size of (i) less than Bt300mn, (ii)
between Bt300mn-Bt700mn and (iii) more than Bt700mn will be around -3.92%, -4.21%
and -3.74% respectively on average.

Figure 10: Success rate of trigger funds
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Figure 11: Success rate of trigger funds by size of funds
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There is no big difference in the percentage of trigger funds that hit and fail to hit return
targets among three groupings of the funds according to Figure 11. However, trigger funds
with a size of less than Bt300mn and more than Bt700mn seem to have a higher success
rate in hitting return targets.

In sum, institutions are showing signs of scaling back their role on the Thai stock market
after emerging as strong buyers to replace foreign investors last year. This view is reflected
by the fact that institutions have been engaged only in short-term trading activity since the
start of the year after institutional buying sent the SET index higher by nearly 200 points
from 1298.71 points to 1497.67 points last year. The launch of trigger funds of late also
failed to push the market sharply higher while there is scope for a bigger market pullback
after the IPO launch of the trigger funds. As things stand, the market looks set to go
nowhere after a change in trading pattern. However, we believe economic recovery
prospects and the de-rating in the market’s P/E ratio on higher EPS may attract the interest
of both institutional and foreign investors back to the Thai stock market again.

INVESTMENT STRATEGY

To ride out a volatile market, it is best to make short-term bets on the heels of the IPOs of
the trigger funds with a size of more than Bt700mn, which statistically give a bigger boost to
the market than other sizes of the funds.

During the recent correction where the SET index fell to a bottom of 1480 points on May 12,
2015, three trigger funds were launched worth a combined Btlbn-Bt2bn. Statistics shows
the Thai stock market normally gains by 1.6% on average after the IPO of the trigger funds.
On this basis, the recent launch of the funds may possibly drive the SET index higher to 1535
points, the level that could be used as a trigger point for short-term profit-taking. In our
view, the ‘sell on rallies and buy back on dips’ could be the best trading strategy as long as
the SET index could sustain above the key psychological level of 1500 points. If the SET index
breaks above 1535 points, we believe the room for further upside would be limited to 1570
points or the +2SD of market return from the IPO of the funds.
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The disclosure of the survey result of the Thai Institute of Directors Association (10D)
regarding corporate governance is made pursuant to 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 disclosure to the
publicand able to be accessed by a general publicinvestor. The results, therefore, is from
the perspective of a third party. Itis notan evaluation of operation and is not based on
inside information.

The surveyresultis 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 data. Phillip
Securities (Thailand) of securities company does not confirm nor certify the accuracy of
such surveyresult.
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Industry Group

Name

Sector Name

P PhillipCapital

Sector Index

Agro & Food Industry[AGRO] Agribusiness AGRI
Food & Beverage FOOD
Consumer Products[CONSUMP] Fashion FASHION
Home & Office Products HOME
Personal Products & Pharmaceuticals PERSON
Financials [FINCIAL] Banking BANK
Finance & Securities FIN
Insurance INSUR
Industrials [INDUS] Automotive AUTO
Industrial Materials & Machinery IMM
Packaging PKG
Paper & Printing Materials PAPER
Petrochemicals & Chemicals PETRO
Steel STEEL
Property & Construction[PROPCON] Construction Materials CONMAT
Construction Services CONS
Property Development PROP
Property Fund & REITs PF&REIT
Resources [RESOURC] Energy & Utilities ENERG
Mining MINE
Services [SERVICE] Commerce COMM
Media & Publishing MEDIA
Health Care Services HELTH
Tourism & Leisure TOURISM
Professional Services PROF
Transportation & Logistics TRANS
Technology [TECH] Electronic Components ETRON
Information & Communication Technology ICT

PSR Rating System

Capital Gain Recommendation
>+10% Buy
0% to + 10% Neutral
<0% Sell
Remarks

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a
stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative
undertones surrounding the stock, before making our final recommendation
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Disclosures and Disclaimers

This publication is prepared and issued by Phillip Securities (Thailand) PLC., which is regulated by SEC Thailand. References to
"PST" in this report shall mean Phillip Securities (Thailand) PLC unless otherwise stated. By receiving or reading this report, you
agree to be bound by the terms and limitations set out below.

This publication has been provided to you for personal use only. The copyright belongs exclusively to PST. All rights are reserved.
Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole or in part, is permitted without the PST’s
prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety. If you have
received this documentation by mistake, please delete or destroy it., and notify the sender immediately.

This report is prepared and distributed by PST for information purposes only and neither the information contained herein nor any
opinion expressed should be construed or deemed to be construed as solicitation or as offering advice for the purposes of the
purchase or sale of any security, investment or derivatives. The information and opinions contained in the Report were considered
by PST to be valid when published. The report also contains information provided to PST by third parties. The source of such
information will usually be disclosed in the report. Whilst PST has taken all reasonable steps to ensure that this information is
correct, PST does not offer any warranty as to the accuracy or completeness of such information. Any person placing reliance on
the report to undertake trading does so entirely at his or her own risk and PST does not accept any liability as a result. Securities
and Derivatives markets may be subject to rapid and unexpected price movements and past performance is not necessarily an
indication to future performance.

This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific
person who may receive this report. Investors must undertake independent analysis with their own legal, tax and financial
advisors and reach their own decision regarding the appropriateness of investing in any securities or investment strategies
discussed or recommended in this report and should understand that statements regarding future prospects may not be realized.
In no circumstances it be used or considered as an offer to sell or a solicitation of any offer to buy or sell the Securities mentioned
in it. The information contained in the research reports may have been taken from trade and statistical services and other sources,
which we believe are reliable. Phillip Securities (Thailand) PCL or any of its group/associate/affiliate companies do not guarantee
that such information is accurate or complete and it should not be relied upon as such. Any opinions, forecasts, assumptions,
estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time
without prior notice.

Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt
and use of the research report is subject to all aspects of these disclosures and disclaimers. Additional information about the
issuers and securities discussed in this research report is available on request.

Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research
report accurately reflect the research analyst’s personal views about all of the subject issuers and/or securities, that the analyst
have no known conflict of interest and no part of the research analyst’s compensation was, is or will be, directly or indirectly,
related to the specific views or recommendations contained in this research report.

Phillip Securities (Thailand) PCL, or persons associated with or connected to PST, including but not limited to its officers, directors,
employees or persons involved in the preparation or issuance of this report, may provide an array of financial services to a large
number of corporations in Thailand and worldwide, including but not limited to commercial / investment banking activities
(including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. PST, or persons
associated with or connected to PST, including but not limited to its officers, directors, employees or persons involved in the
preparation or issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities
mentioned in this publication, and may have performed services for or solicited business from such issuers. Additionally, PST, or
persons associated with or connected to PST, including but not limited to its officers, directors, employees or persons involved in
the preparation or issuance of this report, may have provided advice or investment services to such companies and investments or
related investments as may be mentioned in this publication.
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PST or persons associated with or connected to PST, including but not limited to its officers, directors, employees or persons
involved in the preparation or issuance of this report may, from time to time maintain a long or short position in securities
referred to herein, or in related futures or options, purchase or sell, make a market in, or engage in any other transaction involving
such securities, and earn brokerage or other compensation in respect of the foregoing. Investments will be denominated in
various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the
value, price or income return of the investment.

To the extent permitted by law, PST, or persons associated with or connected to PST, including but not limited to its officers,
directors, employees or persons involved in the preparation or issuance of this report, may at any time engage in any of the above
activities as set out above or otherwise hold a interest, whether material or not, in respect of companies and investments or
related investments which may be mentioned in this publication. Accordingly, information may be available to PST, or persons
associated with or connected to PST, including but not limited to its officers, directors, employees or persons involved in the
preparation or issuance of this report, which is not reflected in this material, and PST, or persons associated with or connected to
PST, including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this report,
may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication.
PST, or persons associated with or connected to PST, including but not limited its officers, directors, employees or persons
involved in the preparation or issuance of this report, may have issued other material that is inconsistent with, or reach different
conclusions from, the contents of this material.

Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment
objectives, financial situation or particular requirements of any individual recipient hereof. Certain securities may give rise to
substantial risks and may not be suitable for certain investors. Each investor must make its own determination as to the
appropriateness of any securities referred to in this research report based upon the legal, tax and accounting considerations
applicable to such investor and its own investment objectives or strategy, its financial situation and its investing experience. The
value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other
financial, economic or political factors. Past performance is not necessarily indicative of future performance or results.

Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that PST and the
research analyst believe to be reliable, but neither PST nor the research analyst represents or guarantees that the information
contained herein is accurate or complete and it should not be relied upon as such. Opinions expressed herein are current opinions
as of the date appearing on this material and are subject to change without notice. Furthermore, PST is under no obligation to
update or keep the information current.

Caution: Risk of loss in trading in can be substantial. You should carefully consider whether trading is appropriate for you in light of
your experience, objectives, financial resources and other relevant circumstances.

For U.S. persons only: This research report is a product of Phillip Securities (Thailand) PCL which is the employer of the research
analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not
subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or
required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject
company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Phillip Securities (Thailand ) PCL only to "Major Institutional Investors" as defined by Rule
15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and
Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as
specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied,
duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.

Phillip Securities (Thailand) PCL
Registered office: 15" Vorawat Building, 849 Silom Road, Bangrak, Bangkok 10500 Thailand
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