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Beating Jacobs saves the game
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Absolute 5% -3% -3% -10%
Relative -19%  -5% -6% -21%
Source: Bloomberg, compare to VNI
Stock Statistics 20-Nov-19
52-week range (VND) 73.6k-91.3k
Shares o/s (m) 1,169
Mkt cap (VNDbn) 86,034
Mkt cap (USDmn) 3,708
% Foreign owned 39.9%
Est. free float (ml. shares) 301.1
3m avg. daily vol. (shares) 465,721
VND/USD 23,199
Index: VN-Index/HNX 1,001/105
Source: Bloomberg, KIS
Ownership 20-Nov-19
Masan Jsc 31.2%
Sunflower Construction Co Ltd 12.2%
Sk Investment Vina Pte Ltd 9.4%
Ardolis Inv Pte Ltd 5.6%

Source: Bloomberg, KIS
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3Q2019 hit by Tungsten

In 3Q2019, Masan Group recorded consolidated net revenue of VND8,968bn,
decreasing 2.2% YoY. Particularly, MCH and MML recorded net revenue of
VND4,610bn and VND3,363bn, increasing 5.2% YoY and 0.6% YoY, respectively.
MSR recorded net revenue of VND996bn, decreasing 31.3% YoY.

Because of lower Tungsten selling price (-19% YoY) and high fixed expenses, MSR
recorded operating loss of VND35bn in 3Q2019. Weak performance of MSR was
the main reason decelerating Masan Group’s EBIT, which decreased 35.4% YoY to
VND896bn.

As being the winner of international arbitration settlement with Jacobs, Masan Group
recorded other income of VND1,213bn, boosting up consolidated net income to
VND2,424bn in 3Q2019 (+164% YoY).

In aggregate 9M2019, Masan Group recorded VND26,378bn net revenue and
VND4,616bn net profit, decreasing 1% YoY and increasing 6.5% YoY, respectively.

MCH - Premiumization leads the growth

MCH'’s revenue structure has shown the strong growth rate of premium products.
Processed meat (+102% YoY), energy drink (+30% YoY), premium instant noodle
(+15% YoY) and full-meal noodle (+60% YoY) were the highest growing segments
in 9M2019.

We expect that premiumization in consumer sector continues to lead MCH’s growth.
We estimate MCH will record revenue of VND5,650bn in 4Q2019, increasing 4%
YoY. In which, processed meat (+97% YoY) and energy drink (+35% YoY) remain
as key growth drivers.

MML - Meat revenue to accelerate in 4Q2019

After the recovery of Ha Nam Meat facility’s utilization in 3Q2019, meat revenue
recorded VND69bn, increasing 306% QoQ. In 4Q2019, we expect an acceleration
of pork revenue thanks to the expansion of store-in-store channel (Co.opmart &
VinMart) in Hanoi and Ho Chi Minh by the end of 2019. We estimate meat revenue
can reach VND194bn in 4Q2019 (+182% QoQ) and VND301bn for the entire 2019.

2020 to see strong supports from premium products and pork

In 2020 fiscal year, we project that Masan Group can record consolidated revenue
of VND42,704bn, increasing 11.6% YoY. Assuming the strong growths of premium
products and pork, revenue of MCH and MML can reach VNDZ20,122bn and
VND17,078bn, increasing 10.3% YoY and 21% YoY, respectively. Without
extraordinary profit like 2019, we estimate 2020 earnings to be almost flat at
VND5,616bn. Each MSN share can earn VND4,182, growing 2.1% YoY.

Recommendation

Despite of outlook of innovation products, we believe that much of the prospects
have already been reflected at 17.6 times P/E forward 2020E. Using sum-of-the-
parts valuation, we value MSN share at VND73,000 by the end of 2020. Total
expected return is -1% at the market price of VND73,600. NEUTRAL.
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EARNINGS REVIEW - MSN

Beating Jacobs saves the game

Earnings projection

Sales 8,274 9,184 9,171 11,558 8,160 9,250 8,968 11,887 38,188 38,265 42,704
Consumer 3,586 3,940 4,381 5,439 3,780 4,199 4,610 5,650 17,346 18,239 20,122
Meat value chain 3,201 3,492 3,341 3,942 3,192 3,549 3,363 4,022 13,977 14,126 17,078
Resources 1,487 1,752 1,449 2,177 1,188 1,501 996 2,215 6,865 5,900 5,505
Sales YoY Growth % -3.1% -3.1% -2.8% 13.7% -1.4% 0.7% -2.2% 2.8% 1.5% 0.2% 11.6%
Gross profit 2,762 2,808 2,774 3,539 2,463 2,667 2,432 3,454 11,881 11,016 12,140
Growth (%) 11.8% -2% -4.5% 4.3% -10.8% -5.0%  -12.3% -2.4% 2% -7.3% 10.2%
Margin (%) 33.4% 30.6% 30.2% 30.6% 30.2% 28.8% 27.1% 29.1% 31.1% 28.8% 28.4%
Operating profit 1,353 1,310 1,388 1,502 1,160 1,225 896 1,721 5,552 5,003 5,427
Growth (%) 65.3% 64% 12.3% -4.7% -14.2% -6.5%  -35.4% 14.6% 25.4% -10% 8.5%
Margin (%) 16.3% 14.3% 15.1% 13.0% 14.2% 13.2% 10.0% 14.5% 14.5% 13.1% 12.7%
NPAT 1,180 1,238 1,161 1,341 1,016 1,145 815 1,528 4,998 4,504 4,886
Growth (%) 92.8% 115% 8.2% -6.9% -13.9% -75%  -29.8% 13.9% 29.5% -9.9% 8.5%
Margin (%) 14.3% 13.5% 12.7% 11.6% 12.5% 12.4% 9.1% 12.9% 13.1% 11.8% 11.4%
Source: KIS estimate
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EARNINGS REVIEW - MSN Beating Jacobs saves the game

Valuation

SumOfThePars,NDbn  ao0E 200 |Remaks
1) Consumer EV/EBITDA method
EBITDA 4,196 4,629
Consumer part value (A) 46,748 51,575 | EV/EBITDA multiple = 13
2) Meat Value Chain EV/EBITDA method
EBITDA 979 1,132
Meat Value Chain part value (B) 8,701 10,065 | EV/EBITDA multiple = 11
3) Resources EV/EBITDA method
EBITDA 2,256 2,362
Resources part value (C) 12,981 13,587 | EV/EBITDA multiple = 6

4) Long-term investment value

Techcombank 18,127 21,479 | P/B multiple = 1.5
Other long-term investment 1,061 1,061 | Market value
Total long-term investment part value (D) 19,188 22,540

Total Enterprise Value (E) = (A) + (B) + (C) + (D) 97,768 | Sum of the Parts
Consolidated Net Debt 12,347

Equity Value 85,421

Common outstanding shares (mn shares) 1,175

Target Price 73,000 | 2020

Annualized price return -1%

Expected dividend yield 0%

Total expected return -1% | 2020

Changes to recommendation and price target

MSN 01 Mar 2019 NEUTRAL 86,400 -4%
19 Nov 2019 NEUTRAL 73,000 -1%
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EARNINGS REVIEW - MSN

Beating Jacobs saves the game

Appendix

Fig 01. MSN’s revenue structure, 3Q2019

Fig 02. MSN’s EBITDA structure, 3Q2019
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Fig 03. MCH’s revenue breakdown by product, 9M2019

Source: MSN, KIS

Fig 04. MML’s meat revenue, QoQ
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Fig 05. Tungsten price, 2018-2019 Fig 06. MSN’s historical PER and PBR
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EARNINGS REVIEW - MSN Beating Jacobs saves the game

Net Revenue 43,297 37,621 38,188 38,265 42,704  Receivable turnover (x) 16.0 16.6 16.4 16.4 16.4
Sales growth (%) 41.4% -13.1% 1.5% 0.2% 11.6% Inventory turnover (x) 41 3.3 35 35 35
Consumer 14,826 13,526 17,345 18,239 20,122  Payable turnover (x) 2.9 2.6 3.1 3.1 3.1
Meat value chain 24,422 18,690 13,977 14,126 17,078 Increase in WC -11,265 1,897 377 668 122
Resources 4,049 5,405 6,865 5,900 5505 Capex 2921 2111 2,638 2,878 2,767
COGS 30,367 25,989 26,306 27,249 30,564  Other cash flow items 29,067 3,578 5230 3,019 3,019
Gross margin (%) 299% 309% 31.1% 28.8% 28.4% Free cash flow -14,572  -1,368 82 1,810 2,877
SG&A 6,907 7,203 6,330 6,065 6,764  Share issues 15,580 3,513 10,928 - -
EBITDA 8,402 7,039 8,257 7,903 8,595 Dividends paid 177 2,713 1,304 - -
EBITDA margin (%) 19.4% 18.7% 21.6% 20.7% 20.1% Increase in net debt -830 568 -9,705 -1,810 -2,877
Depr'n & Amort'n 2,379 2,611 2,705 2,900 3,168 Net debt, end of year 26,171 26,739 17,034 15,223 12,347
Operating profit 6,023 4,429 5,552 5,003 5,427 Enterprise value 64,462 64,246 74,657 77,154 80,735
Operating margin (%) 13.9% 11.8% 14.5% 13.1% 12.7%  Total equity 20,313 20,225 35,470 40,946 46,562
Net interest expenses 2,401 3,090 2,575 1,998 1,816  Minority interests 5,036 5,388 6,093 6,780 7,485
As % of avg. net debt 9.0% 11.7% 11.8% 12.4% 13.2%  Shareholder’s equity 15,276 14,837 29,377 34,165 39,077
Interest cover (x) 25 1.4 2.2 25 3.0 BVPS
. Iy (VND, bonus-adjusted) 19,889 12,819 25,259 29,231 33,267
ST 825 2800 3267 3077 2627\t debt/ equity (%) 129%  132%  48%  37%  27%
Income from affiliates 980 2,044 1,914 1,982 2,336 Net debt / EBITDA (x) 31 38 21 19 14
Tax 674 531 622 606 622 Total assets 73,039 63,529 65,973 69,638 72,377
Effective tax rate (%) 152% 128%  10.0% 10.0%  10.0% “N&tdebi= debis —cash & equivalent
Net profit 3,772 3,608 5,622 5,475 5,616
Net margin (%) 8.7% 9.6% 14.7% 14.3% 13.2%
DRSS S S W@ Gy s ZE(’CEI &/;’r)]ority neresy | L75%  206%  222%  151%  13.4%
Net attributable profit 2,791 3,103 4,916 4,789 4,912
ROA (%) 5.2% 5.7% 8.5% 7.9% 7.8%
Number of shares (m) 768 1,157 1,163 1,169 1,175
ROIC (%) 11.2% 12.9% 15.4% 13.0% 12.3%
EPS (VND, bonus-
adjus(t\e/d) 2,400 2,668 4227 4097 4182 \waACC (%) 10.5%  11.6% 13.2%  13.6% 14.1%
EPS growth (%) 88.8% 11.1% 585% -3.1%  21% PER(X) 29.0 36.5 24.0 23.3 17.6
DPS (VND) - 3,000 - - . PBR(x) 3.7 5.7 2.9 25 2.2
PSR (x) 2.0 2.3 2.2 2.2 2.0
EBITDA = Net revenue — (COGs -Deprn&Amort’n)— SG&A expenses EV/EBITDA (x) 7.7 9.1 9.0 9.8 9.4
EBIT = EBITDA — Depr’n&Amort’n
. P ) . ) EV/Sales (x) 1.5 1.7 2.0 2.0 1.9
Net interest expenses = interest expenses — interest income . )
) ) ) o ) Dividend yield (%) B 4% _ _ _
Other profltllossi consists of oth_er financial income/expenses, profit share (bonus-adjusted)
from JVs/associates and other income/loss
Payout ratio = Dividend paid / Net attributable profit
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where we believe prospective 12 months VND total return (including dividends) will be 15% or more.
where we believe it will be -5% to 15%.

where we believe it will be -5% or less.

This report has been issued by the KIS VN Securities Corporation (KIS) with the instructional contributions of KIS VN
Securities Corporation whose employees are specified in the publication. This report is for information of its institutional and

professional customers.

This report is and should not be construed as an offer to sell or a solicitation of an offer to purchase or subscribe for any
investment. No consideration has been given to the particular investment objectives, financial situation or particular needs of
any recipient. Investors are advised make their own financial decisions based on their independent financial advisors as they
believe necessary and based on their particular circumstances such as their financial situation, investment objectives and other

considerations.

In preparing this report, we have relied upon and assumed the accuracy and completeness of all information available from
public and other sources which we believe to be reliable, but which we have not independently verified. KIS makes no express
or implied guarantee, representation or warranty and accepts no responsibility or liability as to the accuracy or completeness

of such information.

Opinions, estimates, and projections expressed are current opinions of the authors as of the original publication date appearing

on this report only and the information, including the opinions contained herein, and are subject to change without notice.

KIS and its affiliates may from time to time perform investment banking or other services for, or solicit investment banking or
other business from, companies mentioned herein. Further, KIS and its affiliates, and/or their officers, directors and employees
involved in the preparation or issuance of this report may, from time to time, have long or short positions in, and buy or sell, the
securities, or derivatives (including options) thereof, of companies mentioned herein, or related securities or derivatives in a
manner that may be consistent or inconsistent with this report and opinions expressed therein. As a result, investors should
be aware that KIS and its affiliates and/or their officers, directors and employees may have a conflict of interest that could affect

this report.

This report shall not be copied, reproduced, distributed (in whole or in part) or disclosed by recipients to any other person

without the express permission of KIS in writing.
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