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Strategy reshaped—fewer games launched in 2HCY1
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Report type: Company Update

Company Overview

AS provides online game services in Thailand, Singapore,
Indonesia and the Philippines. It also grants sub-license to
its partner in Vietnam.

e AS cut down a number of games to be launched to 16
games in 2HCY12, bringing the total of game launched in
the year lower to 23 games. Number of games to have
been launched in 3QCY12 is likely to be the highest level.

¢ Indonesia-based company appears to fall behind its
schedule to meet break-even point as recently launched
game has not yet gained as much feedback as expected
and the company is studying to reshape its strategy. AS is
also studying feasibility to expand its mark in Myanmar and
Cambodia, but infrastructures-electricity and internet-
appear to become major challenges. In Vietnam, there
appears a lack of law to accommodate gaming
entertainment but AS expects to reach conclusive decision
by end-CY12.

e We revise downwardly earnings forecast for CY12, but we
are optimistic about growth potential in CY13 as Indonesia-
based segment will no more suffer from loss and AS will
consolidate CIB earnings at full-year basis. Our CY13
target price of Bt18.60 is based on P/E of 14x; we therefore
upgrade recommendation to ‘BUY’ rating on AS shares.

What is the news?

AS reformulated its strategy to better suit the situation in
2HCY12. A number of game launched in the second half will
lower to 16, raising a total game of 23 launched in CY12, from
earlier expected 27 games. Games are likely to have been
launched the most in 3QCY12. Indonesia-based segment is
falling behind schedule to meet its break-even point. Myanmar
and Cambodia are under feasibility study, but Vietnam is lack of
law to support gaming entertainment business where AS expect
to reach conclusive decision by end-CY12.

How do we view this?

We trim CY12 net profit forecast as 2QCY12 earnings saw tepid
growth, dragged by amortization charge and tax expense,
including later-than-expected break-even point reached from
Indonesia-based segment—instead of 2QCY12 the break even
is falling behind schedule to 4QCY12. Looking ahead, we are
optimistic that CY13 earnings are likely to keep growing,
contributed to games launched in 2012, an absence of loss at
Indonesia-based segment, and a full-year consolidation of CIB’s
earnings.

Investment Actions?

Our CY13 target price of Bt18.60 is based on P/E of 14x,
including expected dividend of Btl.33/share, we upgrade
recommendation to ‘BUY’ rating on AS shares.
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Rating 1.00 Buy
- Previous Rating 3.00 Neutral
Target Price (Bt) 18.60

- Previous Target Price (Bt) 19.70
Closing Price (Bt) 16.30
Expected Capital Gains (%) 14.1%
Expected Dividend Yield (%) 8.2%
Expected Total Return (%) 22.3%

Raw Beta (Past 2yrs w eekly data) 0.29

Market Cap. (USD mn) 160
Enterprise Value (USD mn) 129

Market Cap. (Bt mn) 5,011
Enterprise Value (Bt mn) 4,042

3M Average Daily T/O (mn) 0.1

52 w eek range 10.4 - 18

Closing Price in 52 w eek range
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Major Shareholders (%)
1. Mr. Pramoth Sudijitporn 41.5
2. Mr. Tan Tgow Lim 9.5
3. Asia Investment Partners Ltd. 9.5
Key Financial Summary
FYEDec 12/10 12/11 12/12F 12/13F
Revenue (Btmn) 1,512 1,638 2,050 2,266
Net Profit (Btmn) 264 296 348 408
EPS (Bt) 0.84 0.94 1.13 1.33
Net Profit, adj. (Btmn) 264 296 348 408
EPS, adj. (Bt) 0.84 0.94 1.13 1.33
P/E (X),ad;. 19.4 17.3 14.4 12.3
BVPS (Bt) 4.06 4.17 4.24 4.32
P/B (X) 4.0 3.9 3.8 3.8
DPS (Bt) 0.84 0.76 1.13 1.33
Div. Yield (%) 5.2 4.7 6.9 8.2

Source: Bloomberg, PSR est.
*All multiples & yields based on current market price

Valuation Method
PIE13 (14X)
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Strategy reshaped, fewer games launched in 2HCY12
AS reshaped its strategy for 2HCY12 as a number of
games launched has been lowered to 16, totaling 23
games for CY12 (earlier expected 27 games). A number
of games launched in 3QCY12 is expected to be the
highest in the year, while a reduction of new game
launched is likely to be made for Thai market.
Nevertheless, increasing number of games, to be
launched in 2HCY12, will likely help drive revenue higher.
Also, AS will consolidate a full half-year of CIB’s earnings,
while CIB plans to introduce three games in 2HCY12. In
sum, the group of company will have launched total
games of 70 in CY12, if there is no any further change.
Note that the total 70 games already included 17 games
that CIB launched before a merger.

Late break-even reached; feasibility study of gaming
entertainment business in neighboring countries
Indonesia is considered a large country with compelling
demand where AS expected Indonesia-based segment to
become a major growth driver. Reality bites—the business
in Indonesia has fallen behind schedule to meet the
break-even point as its online game AVA didn’t gain as
much feedback as expected, prompting AS to reshape its
strategy to drive revenue higher. The break-even point
has been put off to 4QCY12 from earlier 2QCY12.

Besides Indonesia, AS plans to mark its footprints in
Myanmar and Cambodia—study feasibilities have been in
progress. So far, infrastructure problem, in terms of
electricity and internet, appear to become key challenges.
In Vietnam, the only but major challenge is an absence of
law to accommodate gaming entertainment business
where AS expects to reach conclusive decision by end-
CY12.

CY12 earnings forecast cut; CY13 outlook still
optimistic

In 2QCY12, the accounting items on impairment charges
and higher tax provision brought down quarterly earnings
growth, while performance in its Indonesia-based turned
out not bullish as expected. For 3CY12, sales of offline
games are forecast to lower, though the company plans to
put Blizzard’s offline games, including ‘World of Warcraft:
Mist of Pandaria’ in late Sep but revenue is unlikely to
measure up with that from ‘Diablo III'. For these reasons,
we trim our CY12 net profit forecast to Bt347.58mn from
Bt432.25mn.

For CY13, we expect earnings to grow nicely as (i) AS will
consolidate CIB’s earnings at full-year basis, (ii) the online
games, launched in 2012, are expected to key contributor
to earnings growth, and (iii) Indonesia-based segment will
no more suffer from loss as it is likely to reach its break-
even in 4QCY12 and more new games are expected to
help driver revenue growth. Sales of offline games appear
unappealing as it is lack of absolute information which
games would be put into the market and even the
market's feedback is still questioned. Under this
circumstance, we expect CY13 revenue to reach
Bt2,265.76mn, generating net profit to Bt407.88mn.

Given expected dividend of Btl.33/share, we upgrade
recommendation to ‘BUY’ rating on AS shares with a
CY13 target price of Bt18.60/share, based on P/E of 14x.
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Phillip Group Rating System

Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate/Trading Buy 2
-5% to +5% Neutral 3
-5% to -20% Reduce/Trading Sell 4
>-20% Sell 5

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 rew ard 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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Important Information

This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City
Tower, Singapore 179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of
Singapore (“Phillip Securities Research”). By receiving or reading this publication, you agree to be bound by the terms
and limitations set out below.

This publication has been provided to you for personal use only and shall not be reproduced, distributed or published
by you in whole or in part, for any purpose. If you have received this document by mistake, please delete or destroy i,
and notify the sender immediately. Phillip Securities Research shall not be liable for any direct or consequential loss
arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources, which Phillip Securities Research
has no reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions
(collectively, the “Research”) contained in this publication are based on such information and are expressions of belief
of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this
information and no representation or warranty, express or implied, is made that such information or Research is
accurate, complete, appropriate or verified or should be relied upon as such. Any such information or Research
contained in this publication is subject to change, and Phillip Securities Research shall not have any responsibility to
maintain or update the information or Research made available or to supply any corrections, updates or releases in
connection therewith. In no event will Phillip Securities Research or persons associated with or connected to Phillip
Securities Research, including but not limited its officers, directors, employees or persons involved in the preparation
or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to
any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage
of this publication or (ii) accept any legal responsibility from any person who receives this publication, even if it has
been advised of the possibility of such damages. You must make the final investment decision and accept all
responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or
other materials presented in this publication.

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.

Past performance of any product referred to in this publication is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This
publication should not be relied upon exclusively or as authoritative, without further being subject to the recipient’'s own
independent verification and exercise of judgment. The fact that this publication has been made available constitutes
neither a recommendation to enter into a particular transaction, nor a representation that any product described in this
material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may
be described in this publication involve significant risks and may not be suitable for all investors, and that any decision
to enter into transactions involving such products should not be made, unless all such risks are understood and an
independent determination has been made that such transactions would be appropriate. Any discussion of the risks
contained herein with respect to any product should not be considered to be a disclosure of all risks or a complete
discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any
decision to purchase any product mentioned in this research should take into account existing public information,
including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, 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 Singapore and worldwide, including but not
limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting
activities), brokerage or securities trading activities. Phillip Securities Research, or persons associated with or
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
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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, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, 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.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, 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, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, 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 Phillip Securities Research,
or persons associated with or connected to Phillip Securities Research, 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 Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
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. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
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.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person
or entity in any jurisdiction or country where such distribution, publication, availability or use would be contrary to the
applicable law or regulation or which would subject Phillip Securities Research to any registration or licensing or other
requirement, or penalty for contravention of such requirements within such jurisdiction.

Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on
Investment Products (FAA-NO1) do not apply in respect of this publication.

This material is intended for general circulation only and does not take into account the specific investment objectives,
financial situation or particular needs of any particular person. The products mentioned in this material may not be
suitable for all investors and a person receiving or reading this material should seek advice from a professional and
financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such
products, taking into account the specific investment objectives, financial situation or particular needs of that person,
before making a commitment to invest in any of such products.

Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection
with, this document.

This report is only for the purpose of distribution in Singapore.
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