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ABSTRACT

This study aims at valuating equity of Banpu Public Company Limited using
fundamental analysis method. It is hypothesized that the equity value will depend on the
economic situations and the conditions of the industry. The price or value of the equity will be
high or low according to the economic or the industrial factors. The analysis focuses on the equity
value of the company during 1997 to 2007. The valuation methods used in this paper are relative
valuation and discount cash flow valuation with the two-stage free cash flow to equity (FCFE)
Model.

The study of coal situations in Thailand and in the world reveales the amount of coal
consumption around the world, at the present, is higher than the amount of coal production, so the
coal price has increased rapidly. And, the consumption tends to gradually increase. The fast
development of many countries in the Asia-Pacific Region. In the countries like Taiwan, South
Korea, Japan, and so on where Banpu Plc. Has sale proportion, a big amount of coal has also been

consumed, and the consumption tend is also increasing. In addition, several coal manufacturers in



Thailand have been closed. It is thus predicted that the coal imports will be increased in the
future. These scenarios will give positive effects to sale proportion and income of the company.
In term of completion, the company has shown its competitive advantage that it has a production
scale. It is also difficult for new competitors to enter the industry because this kind of business
needs a lot of investment, long-time exploration, and the concession from the government of
countries where the business is operated.

The company analysis shows that the corporate leaders work effectively. They focus on
success and future of the company. The company’s SWOT analysis suggests that the company’s
strength opened an opportunity for the company to increase value of the company. The analysis of
financial ratios reveal that the liquidity ratios, activity ratios, debt management ratios, and
profitability ratios were better in 2006. The analysis also shows that the company’s profitability is
higher that the average ratio of SET; the risk of investment structure is lower than the average of
SET. The important financial information of Banpu Plc., i.e., revenue, EBITDA (earning before
interest, tax, depreciation, and amortization) and dividend rate comparing to other 55 coal
manufactures in the Emerging Market ranked by Percentile Rank showed that the rank of the
company is quite high — more than 80 in the Percentile Rank.

The Relative Valuation reveal the true value of Banpu Plc’s equity that the appropriate
ratio of price to sales ratio is 3.98 times. This valuats that the share price of Banpu Plc. on
December 31, 2007 is under value. The discount cash flow valuation with the two-stage free cash
flow to equity (FCFE) Model showed that the appropriate share price 541.13 baht. The valuated
price is higher than the company’s share price on December 31, 2007 which is 400 baht. So,
according to the FCFE model, the share price of Banpu Plc. on December 31, 2007 is also under

value.



