Piyaworn Chankanit, Sunny Lo, Jennifer Pawlowski, Sam Shin

PTT – Note to the Professor

February 15, 2003


The Case

The case introduces PTT, the Petroleum Authority of Thailand, which was privatized in 2001, and resulted in Thailand’s largest IPO to date.  PTT is Thailand’s only fully integrated gas company, and maintains a dominant position in both marketing and trading oil and gas.  The case will start with a description of country, industry and company backgrounds, focusing particularly from the 1997 Asian economic crisis onward and including the IMF’s intervention and the subsequent privatization of PTT.  

Perspective

This case will be written from the prospective of the investment bankers examining the deal.  A new valuation of the deal will be conducted in order to compare to the completed valuation of PTT in 2001.  

Key Issues

There are several main issues that this case will deal with and that the instructors may focus on with their students.  

1. Valuation:  Complete a full valuation using discounted cash flows, multiples analysis and any additional appropriate models.  The valuation will utilize research conducted on the current developments of PTT since the IPO, and the intention is to work towards a reasonable discount rate and valuation.

2. Sensitivity:  Conduct a sensitivity analysis against PTT’s cash flow and discount rate to examine how the volatility in business growth and idiosyncratic risks would affect the foreign investors.
3. Emerging Market Country Risk:  Identify the risks inherent in a privatization through IPO in an emerging market.  Such risks include financial assessments and metrics, the political environment, the economic situation as well as operating risk.  

4. Privatization:  Identify what the IPO price is and who the buyers are.  The case will examine the PTT stock price before and after the privatization process as well as provide feedback on how successful PTT has been following the IPO process.   
We believe this case offers several compelling issues that would foster a dynamic discussion for students in an emerging markets finance course.  The valuation model and the issues regarding emerging market risks and the privatization process will serve to stimulate vigorous debate.  The ultimate goal of examining this case is to aid students in developing an increased sense of how to value and privatize a company in an emerging market.  
