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Masan Consumer to buoy 2H20 earning

- Masan Group reached positive EPS in 1H20
- Masan Consumer to maintain outstanding performance
- Maintain BUY

Facts: Masan Group reached positive EPS in 1H20

In 2Q20, Masan Group recorded net revenue of VND17,766bn (+92.1% yoy),
driven by the consolidation of VND7,104bn of VinCommerce and Masan
Consumer growth of 34.6% yoy. Masan Group’s NPAT post-Ml recorded
VND195bn (-80.8% yoy) due to Masan Hi-Tech Materials’s net loss of VND-
198bn as metal price has remained low, operating loss of VinCommerce at -8.6%
EBITDA margin and 86% NPAT post-MI decrease of Masan MEATLife due to
overheat live hog price and slow recovery of Vietham pig farm. In aggregate,
Masan Group recorded NPAT post-MI of VND117bn (-93.8% yoy) in 1H20 thanks
to earning acceleration of Masan Consumer.

Pros & cons: Masan Consumer to maintain outstanding

performance

We expect Masan Consumer surge to maintain earning growth pillar of Masan
Group and offset negative impact of Masan Hi-Tech Materials in 2H20, premised
by (1) revenue surge of premium products in modern trade channel, which saw
revenue blossom in 1H20, (2) profit consolidation of Netsco and (3) profit
margins expansion thanks to larger revenue portion of Masan Consumer’s

higher-margin premium products. We revise up Masan Consumer’s NPAT by 13%

in 2020, compared to our previous estimates, to reach VND4,057bn in 2020.

As VinCommerce closed 146 weak-performed Vinmart+ stores and 4 Vinmart
stores in 2Q20, we believe that cost restructuring acceleration will support for
VinCommerce’s EBITDA margin in 2H20. However, in order to reach EBITDA
breakeven point this year, VinCommerce will need more efforts as we are
concerned that low customer traffic of Vinmart inside Vincom Retail centers and
slower-than-expected new store opening will refrain VinCommerce from
achieving such a target in 4Q20. Therefore, we maintain our estimate for
VinCommerce’s 2020 EBITDA margin at -6%, improving 1.5%p yoy.

Action: Maintain BUY

Although we are concerned VinCommerce will deliver operating loss in 2020, we
believe the outstanding performance of Masan Consumer will maintain the
attractive valuation for Masan Group. Therefore, we maintain BUY for MSN
share with TP of VND74,000. Total expected return is 37%.

Analysts who prepared this report are registered as research analysts in Vietnam but not in any other jurisdiction, including the U.S.
PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES & DISCLAIMERS AT THE END OF THIS REPORT.
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Stock data
VNIndex (11 Aug, pt) 841
Stock price (11 Aug, VND) 54,600
Market cap (USD mn) 2,730
Shares outstanding (mn) 1,169
52-Week high/low (VND) 80,900/49,000
6M avg. daily turnover (USD mn) 3.94
Free float / Foreign ownership (%) 36.4/38.7
Major shareholders (%)
Masan JSC 31.2
GIC 13.3
Sun Flower Construction 13.2
SK Investment Vina 9.4
Valuation

2018A 2019F 2020F
PE (x) 11.5 54.6 31.9
PB (x) 1.5 1.4 14
ROE (%) 15.4 27 4.4
DY (%) 0.0 1.8 0.0
EV/EBITDA (x) 6.7 75 6.9
EPS (VND) 4,766 1,000 1,711
BPS (VND) 36,597 37,670 39,379
Performance

iM 6M 12M
Absolute (%) 0.1 0.1 (0.3)
Relative to VNIndex (%p) (0.0) 0.2 (0.2)
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Table 1. Earnings and outlook

(VND bn, %, %p)

2019 2020 2019 2020E 2Q20
1Q 2Q 3Q 4Q 1Q 2Q QoQ YoY Consensus
Sales 8,160 9,250 8,968 10,976 17,638 17,766 37,354 83,362 0.7 92.1 N.A
Consumer 3,780 4,199 4,610 6,256 4,547 5,650 18,845 23,030 24.3 345
Meat value chain 3,192 3,549 3,363 3,695 3,318 3,805 13,799 16,025 14.7 7.2
Resources 1,188 1,501 996 1,025 1,065 1,505 4,710 8,514 41.3 0.2
VinCommerce - - - - 8,708 7,104 - 35,793 (18.4)
Gross profit 2,463 2,667 2,432 3,379 3,962 3,895 10,941 17,304 1.7) 46.0 N.A
Gross margin 30.2 28.8 27.1 30.8 225 219 29.29 20.76 (0.5) 6.9)
Operating profit 1,160 1,226 896 1,561 53  (182) 4,843 2,076 (440.0)  (114.8) N.A
Depreciation & Amortization 681 698 687 682 1,063 1,048 2,749 4,826 (1.3) 50.3
EBT 1,141 1,275 2,667 2,021 (60) 311 9,287 3,611 (616.8) (75.6) N.A
Net profit 1,000 1,192 2,425 1,748 (216) 54 6,365 1,339 (125.1) (95.4)
Controlling-int. NP 865 1,016 2,228 1,448 (78) 195 5,557 1,170 (350) (81)
EBITDA 1,841 1,923 1,583 2,244 1,116 867 7,591 6,902 (22.3) (54.9) N.A
EBITDA margin 22.6 20.8 17.7 20.4 6.3 49 203 8.3 (1.4) (15.9) N.A
OP margin 14.2 13.2 10.0 14.2 03 (1.0) 130 25 (1.3) (14.3)

Source: Company data, KIS



Figure 1. Masan Group’s revenue structure, 1H20
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Figure 2. Masan Group’s EBITDA by segment, 1H20
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Figure 3. Masan Consumer’s revenue structure, 1H20
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Figure 4. Masan MEATLife’s revenue structure, 1H20
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Figure 5. APT European price
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Figure 6. Vietnham domestic live hog price
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Table 2. Fair value calculation

(VND bn, %)

Sum Of The Parts 2020E | Remarks
1) Masan Consumer EV/EBITDA method
Equity value 59,716
We assume Vingroup to execute its right to receive its equity
Masan’s ownership 71% | stake of a combined company holding Masan Consumer and
VinCommerce
Equity value attributes to Masan Group (A) 42,279 | EV/EBITDA multiple of peer group = 12
2) Masan MEATLife EV/EBITDA method
Equity value 17,368
Masan’s ownership 79.3%
Equity value attributes to Masan Group (B) 13,773 | EV/EBITDA multiple of peer group = 13
3) Masan Hi-Tech Materials Book value method
Equity value 9,910
Masan’s ownership 96%
Equity value attributes to Masan Group (C) 9,514
4) VinCommerce P/S method
Equity value 9,106
We assume Vingroup to execute its right to receive its equity
Masan’s ownership 69.1% | stake of a combined company holding Masan Consumer and
VinCommerce
Equity value attributes to Masan Group (D) 6,292 | P/S multiple = 0.3
5) Long-term investment value
Techcombank 12,810 ﬁllzggeljrlgen:?;hgtfr Techcombank report for more details)
Other long-term investment 945 | Market value
Equity value attributes to Masan Group (E) 13,756
We assume Vingroup to execute its right to receive its equity
6) Other net assets (F) 990 | stake of a combined company holding Masan Consumer and
VinCommerce
Equity Value (G) = (A) + (B) + (C) + (D) + (E) + (F) 86,604 | Sum of the Parts. Parent BS
Common outstanding shares (mn shares) 1,169
Target Price 74,000 | 2020
Annualized price return 36
Expected dividend yield 2
Total expected return 37 | 2020

Source: KIS

H Company overview

Masan Group (MSN: HSX) is one of the largest diversified food and beverages corporation in Vietham. The

conglomerate also holds other businesses including grocery retailing, mining and an affiliate Techcombank.



https://kisvn.vn/en/wp-content/uploads/sites/2/2020/08/TCB_Earnings-review_2Q20_eng-1.pdf
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Balance sheet (VND bn) Income statement (VND bn)
FY-ending Dec. 2017A  2018A 2019A  2020F  2021F FY-ending Dec. 2017A 2018A 2019A 2020F 2021F
Current assets 15,995 13,085 24,224 33,334 35,293

Cash & cash Sales 37,621 38,188 37,354 83,362 92,038
equivalents SOST 4962 TS ALSIT 2O s 25,989 26,306 26,413 66,058 72,095

Accounts & other ’ ’ ' ’ ’
receivables 3,605 3,790 7,017 9,333 9,688 -

Inventory 4333 4333 0622 12464 13,603 Gross profit 11,632 11,881 10,941 17,304 19,944
Non-current assets 43,006 46,723 61,577 64,863 64,282 SG&A expenses 7,203 6,330 6,098 15,229 16,926

Fixed assets 31,668 31,375 44,071 45,255 42,469 Operating profit 4429 5552 4843 2076 3,018

Investment assets 11,338 15,348 17,506 19,608 21,813
Others 4,528 4,771 11,496 7,521 7,521 Financial income 1,405 1,902 1,188 847 617
Total assets 63,529 64,579 97,297 105,718 107,096 Interest income 345 325 285 847 617
Advances from customers 241 335 1,179 2,631 2,905
Unearned revenue _ B 12 27 30 Financial expenses 3,696 3,091 2,201 3,543 3,283
Trade payables 2,184 2,705 5666 7,239 7,901 Interest expenses 3,435 2,668 1,866 3,543 3,283
Others 6,082 5464 8535 9,140 9,751
ST debt & due bonds 0166 9244 18340 11469 9,00 Other non-operating profit 2,800 3,035 3,843 2,115 2,205
LT debt & bonds 25630 12,752 11,676 21,676 21,676 Sj;gisdi(;r‘i’zzfgdinﬁssc’dates' 2,044 1914 2,182 2,115 2,205
Total liabilities 43,303 30,499 45,409 52,182 51,271 Earnings before tax 6183 8158 0287 3611 4,762
Controlling interest 14,837 29,487 42,780 44,034 46,032

Capital stock 11,574 11,631 11,689 11,689 11,689 Income taxes 531 622 740 156 266

Capital surplus 6,856 11,084 11,084 11,084 11,084 Net profit 3,608 5622 6365 1,339 2,290

Other reserves (15,943) (9,423) (8,553) (8,537) (8,537)

Retained earnings 12,350 16,193 28,559 29,797 31,795 Net profit of controlling interest 3,103 4,916 5,557 1,170 2,000
Minority interest 5388 4593 9,108 9,502 9,793 EBITDA 7,039 8,257 7,591 6,902 8,020
Shareholders' equity 20,225 34,080 51,888 53,536 55,825
Cash flow (VND bn) Key financial data
FY-ending Dec. 2017A 2018A 2019A 2020F 2021F FY-ending Dec. 2017A 2018A 2019A 2020F 2021F

Per-share data
C/F from operations 2,766 4,391 5,104 1,975 5,261 (VND, adj.)
EPS 2,700 4,539 4,766 1,000 1,711
Net profit 3,608 5,622 6,365 531 2,128 BPS 12,819 25,351 36,597 37,670 39,379
DPS 2,970 - - 1,000 -
Dep’n & Amort’'n 2,611 2,705 2,749 4,960 5,136 Growth (%)
Sales growth (13.1) 1.5 2.2) 123.2 10.4
Net incr. in W/C (3,452) (3,936) (4,009) (3,517) (2,003) OP growth (26.5) 25.4 (12.8) (57.1) 45.4
NP growth (4.4) 55.8 13.2  (79.0) 71
C/F from investing 3,134 (3,867) (6,011) (2,096) (2,216) EPS growth 10.8 67.2 4.5 (79.0) 71
EBITDA growth (16.2) 17.3 (8.1) 9.1) 16.2
Capex (2,100) (2,628) (3,140) (2,096) (2,216) Profitability (%)
OP margin 11.8 14.5 13.0 25 3.3
Incr. in investment 5,234 (1,238) (2,872) - - NP margin 9.6 14.7 17.0 1.6 25
EBITDA margin 18.7 21.6 20.3 8.3 8.7
C/F from financing (11,635) (3,357) 3,117 4,073 (2,579) ROA 57 8.5 7.9 13 21
ROE 20.6 22.2 15.4 2.7 4.4
Incr. in equity (2,365) 10,928 271 - - Dividend yield 55 _ R 18 R
Dividend payout ratio 110 - - 100.0 -
Incr. in debt (6,558) (12,980) 3,236 4,073 (2,579) Stability
Net debt (VND bn) 26,739 17,034 22,431 21,495 18,569
Dividends (2,713) (1,304)  (390) . : Net debtlequity (%) 1322 50.0 432 402 333
Valuation (x)
CIF from others 3 ! ° . T PE 200 120 115 546 319
. PB 4.3 2.2 15 1.4 1.4
Increase in cash (5,732) (2,831) 2,215 3,952 466 EV/EBITDA 6.0 6.2 6.7 75 6.9
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Changes to recommendation and target price

% vs.avg.  %vs. high

Company (code) Date Recommendation Target price price (low)

Masan Group (MSN) 19 Nov 19 Hold 73,000
24 Mar 20 BUY 72,300
13 May 20 BUY 77,000
11 Aug 20 BUY 74,000
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m  Guide to KIS Vietnam Securities Corp. stock ratings based on 12-month forward performance
* BUY: Expected total return will be 15% or more
* Hold: Expected total return will be between -5% and 15%
* Sell: Expected total return will be -5% or less
* KIS Vietnam Securities Corp. does not offer target prices for stocks with Hold or Sell ratings.

m  Guide to KIS Vietnam Securities Corp. sector ratings for the next 12 months
* Overweight: Recommend increasing the sector’s weighting in the portfolio compared to its respective weighting in the VNIndex based on market capitalization.
* Neutral: Recommend maintaining the sector’s weighting in the portfolio in line with its respective weighting in the VNIndex based on market capitalization.
* Underweight: Recommend reducing the sector’s weighting in the portfolio compared to its respective weighting in the VNIndex based on market capitalization.

= Analyst Certification
I/We, as the research analyst/analysts who prepared this report, do hereby certify that the views expressed in this research report accurately reflect my/our personal
views about the subject securities and issuers discussed in this report. I/\We do hereby also certify that no part of my/our compensation was, is, or will be directly or
indirectly related to the specific recommendations or views contained in this research report.

n Important compliance notice
As of the end of the month immediately preceding the date of publication of the research report or the public appearance (or the end of the second most recent
month if the publication date is less than 10 calendar days after the end of the most recent month), KIS Vietnam Securities Corp. or its affiliates does not own 1%
or more of any class of common equity securities of the companies mentioned in this report.

There is no actual, material conflict of interest of the research analyst or KIS Vietham Securities Corp. or its affiliates known at the time of publication of the research
report or at the time of the public appearance.

KIS Vietnam Securities Corp. or its affiliates has not managed or co-managed a public offering of securities for the companies mentioned in this report in the past
12 months;

KIS Vietnam Securities Corp. or its affiliates has not received compensation for investment banking services from the companies mentioned in this report in the past
12 months; KIS Vietnam Securities Corp. or its affiliates does not expect to receive or intend to seek compensation for investment banking services from the
companies mentioned in this report in the next 3 months.

KIS Vietnam Securities Corp. or its affiliates was not making a market in securities of the companies mentioned in this report at the time that the research report
was published.

KIS Vietnam Securities Corp. does not own over 1% of shares of the companies mentioned in this report as of 12 Aug 2020.

KIS Vietnam Securities Corp. has not provided this report to various third parties.

Neither the analyst/analysts who prepared this report nor their associates own any shares of the company/companies mentioned in this report as of 12 Aug 2020.
KIS Vietnam Securities Corp. has issued CW with underlying stocks of Masan Group (MSN) and is the liquidity provider.

Prepared by: Toan Dao
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Global Disclaimer

mnGeneral

This research report and marketing materials for Vietnamese securities are originally prepared and issued by the Research Center of KIS
Vietnam Securities Corp., an organization licensed with the State Securities Commission of Vietnam. The analyst(s) who participated in
preparing and issuing this research report and marketing materials is/are licensed and regulated by the State Securities Commission of Vietnam
in Vietnam only. This report and marketing materials are copyrighted and may not be copied, redistributed, forwarded or altered in any way
without the consent of KIS Vietnam Securities Corp..

This research report and marketing materials are for information purposes only. They are not and should not be construed as an offer or
solicitation of an offer to purchase or sell any securities or other financial instruments or to participate in any trading strategy. This research
report and marketing materials do not provide individually tailored investment advice. This research report and marketing materials do not take
into account individual investor circumstances, objectives or needs, and are not intended as recommendations of particular securities, financial
instruments or strategies to any particular investor. The securities and other financial instruments discussed in this research report and marketing
materials may not be suitable for all investors. The recipient of this research report and marketing materials must make their own independent
decisions regarding any securities or financial instruments mentioned herein and investors should seek the advice of a financial adviser. KIS
Vietnam Securities Corp. does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. KIS
Vietnam Securities Corp., its affiliates, or their affiliates and directors, officers, employees or agents of each of them disclaim any and all
responsibility or liability whatsoever for any loss (director consequential) or damage arising out of the use of all or any part of this report or its
contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice and may
differ or be contrary to opinions expressed by other business areas or KIS Vietnam Securities Corp. The final investment decision is based on
the client’s judgment, and this research report and marketing materials cannot be used as evidence in any legal dispute related to investment
decisions.

= Country-specific disclaimer

United States: This report is distributed in the U.S. by Korea Investment & Securities America, Inc., a member of FINRA/SIPC, and is only
intended for major U.S. institutional investors as defined in Rule 15a-6(a)(2) under the U.S. Securities Exchange Act of 1934. All U.S. persons
that receive this document by their acceptance thereof represent and warrant that they are a major U.S. institutional investor and have not
received this report under any express or implied understanding that they will direct commission income to Korea Investment & Securities,
Co., Ltd. or its affiliates. Pursuant to Rule 15a-6(a)(3), any U.S. recipient of this document wishing to effect a transaction in any securities
discussed herein should contact and place orders with Korea Investment & Securities America, Inc., which accepts responsibility for the
contents of this report in the U.S. The securities described in this report may not have been registered under the U.S. Securities Act of 1933,
as amended, and, in such case, may not be offered or sold in the U.S. or to U.S. person absent registration or an applicable exemption from
the registration requirement.

United Kingdom: This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of
section 21 of the Financial Services and Markets Act 2000 of the United Kingdom ("FSMA"). To the extent that this report does constitute such
an invitation or inducement, it is directed only at (i) persons who are investment professionals within the meaning of Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) of the United Kingdom (the "Financial Promotion Order"); (i)
persons who fall within Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order;
and (i) any other persons to whom this report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons
together being referred to as "relevant persons"). Any investment or investment activity to which this report relates is available only to relevant
persons and will be engaged in only with relevant persons. Persons who are not relevant persons must not act or rely on this report.

Hong Kong: This research report and marketing materials may be distributed in Hong Kong to institutional clients by Korea Investment &
Securities Asia Limited (KISA), a Hong Kong representative subsidiary of Korea Investment & Securities Co., Ltd., and may not otherwise be
distributed to any other party. KISA provides equity sales service to institutional clients in Hong Kong for Korean securities under its sole
discretion, and is thus solely responsible for provision of the aforementioned equity selling activities in Hong Kong. All requests by and
correspondence with Hong Kong investors involving securities discussed in this report and marketing materials must be effected through KISA,
which is registered with The Securities & Futures Commission (SFC) of Hong Kong. Korea Investment & Securities Co., Ltd. is not a registered
financial institution under Hong Kong’s SFC.

Singapore: This report is provided pursuant to the financial advisory licensing exemption under Regulation 27(1)(e) of the Financial Advisers
Regulation of Singapore and accordingly may only be provided to persons in Singapore who are "institutional investors" as defined in Section
4A of the Securities and Futures Act, Chapter 289 of Singapore. This report is intended only for the person to whom Korea Investment &
Securities Co., Ltd. has provided this report and such person may not send, forward or transmit in any way this report or any copy of this report
to any other person. Please contact Korea Investment & Securities Singapore Pte Ltd in respect of any matters arising from, or in connection
with, the analysis or report (Contact Number: 65 6501 5600).

Copyright (© 2020 KIS Vietnam Securities Corp.. All rights reserved. No part of this report may be reproduced or distributed in any manner
without permission of KIS Vietnam Securities Corp..




