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Headline: Tris: Betagro steady at A- on strategy

Clip: Full Color

RATINGS

Tris: Betagro
steady at A-
on strategy

Tris Rating affirms the company rating and
the senior unsecured debenture ratings
on Betagro Plc (BTG) at A- with a stable
rating outlook.

The ratings continue to reflect BTG’s
proven record in the Thai agribusiness
and food industries. The ratings also take
into consideration several industry risk
factors, such as the cyclical nature of the
commodity-type products BTG sells, vola-
tile raw material prices, the risk of disease
outbreaks, and trade barriers.

However, BTG is vertically integrated
across its diverse product lines. In addition,
its strategy to focus on value-added and
branded products mitigatesthese concerns
to some extent.

BTG's operating results for the first nine
months of 2019 recovered from a supply
glut during 2017-2018.

Higher pork and broiler prices, together
with falling feed costs, lifted BTG’s operat-
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ing margin. The operating profit margin
before depreciation and amortisation was
6.0% in the first nine months of 2019, up
from -0.6% in 2018 and 1.4% in 2017.

Over the next couple of years, Tris holds
the view BTG will likely continue to enjoy
the benefits of a rise in prices and man-
ageable feed costs. Additionally, growing
demand for chicken exports, especially
as a result of the lifting of import restric-
tions by China, should strengthen BTG's
export revenue.

Under Tris’s base case forecast, BIG's
operating revenue is projected to range
from 74 billion to 87 billion baht per year
during 2019-22.

BTG's leverage has risen significantly as
a result of weaker operating performance
and higher capital expenditure over the
past few years.

Adjusted debt surged from 13.5 billion
baht in 2016 to 28 billion in 2018, decreas-
ing to 24.6 billion at the end of Septem-
ber 2019.

Looking forward, Tris expects BTG's lev-
erage to remain high. The company plans
capital expenditures of 2.50-4.50 billion
baht per year.

The debt to capitalisation ratio is
expected to hover around 65% in 2019-
2022, and the ratio of net debt to Ebitda to
be around 6-7 times, while the Ebitda inter-
est coverage ratio hovers around 5-6 times.
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