trueEriend K I S Viet Nam
Securities Corporation

Vinamilk (VNM)

Burden on gross margin

- 1Q22 NPATMI declined 12% yoy owing to the high imported
milk powder input prices

- Imported milk powder prices decreased about 15% from the
peak in March

- Maintain HOLD with unchanged TP

Facts: Topline grew while margin squeezed

VNM reported its revenue increased 5% yoy to VND13,878bn in 1Q22
contributed by domestic market revenue of 11,658 (+ 4.3% yoy) and overseas
market revenue of VND2,220bn (+10.3% yoy). The 1Q22 NPAT-MI posted
VND2,266bn, -12% yoy. The 1Q22 results fulfilled 21.2%/20.7% of our
Revenue/NPAT-MI forecasts. In 1Q22, the revenue grew thanks to the higher
ASP and the solid sales volume as mentioned in Initiation Report. However, the
gross margin squeezed by 2%p qoq and 3.1%p yoy to 40.5% in 1Q22 owing to
the high prices in raw material prices such as imported milk powder, packaging,
and transportation costs.

Pros & cons: Improving gross margin expected from 2Q22F
The Russia-Ukraine conflict escalated an already high-cost situation in 1Q22,
the imported whole milk powder (WMP) and skim milk powder (SMP) prices went
up by 17.7% and 29.8% yoy. It resulted in the gross margin being suppressed in
1Q22 as the company was still unable to pass all of the cost hikes to end-users.
However, the gross margin is expected to improve much in the next quarters due
to cooling commodity prices.

Global milk powder prices are under pressure amid concerns that lockdowns in
major Chinese cities will hinder demand. As a result, Chinese milk powders
imports fell in March, China imported 128.1 mn pounds of WMP, down 30% yoy
and Chinese SMP imports fell by 27% yoy. It caused SMP and SMP prices to
decrease about 18% and 11%, respectively, from the peak in March 2022.
Moreover, VNM increased selling prices in late Jan and April 2022, in our
collection. It is expected to fully benefit from higher selling prices and lower input
prices in terms of profit in 2Q-3Q22F.

Action: Maintain HOLD rating

Despite negative Q122 VNM'’s earnings growth, we believe that the sluggish
outlook has been relatively reflected in the share price. However, VNM lacks
strong growth engines for the next two years. Thus, we maintain HOLD with a
TP of VND83,900 with a high cash dividend yield of 5.3%. In our view, the gross
margin of VNM will improve slightly due to lower input raw materials prices and
better selling prices in the next quarters.

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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Table 1. 1Q22 earnings (VND
bn, %, %p)

1021 2Q21  3Q21  4Q21 1Q22 QoQ YoY |[Consensus
Sales 13,190 15,716 16,194 15819 13,878  (12.3) 5.2 N/A
Gross profit 5755 6,854 6944 6725 5625  (16.4) 2.3) N/A
GP margin 43.6 43.6 42.9 425 40.5 (2.0) 3.1 N/A
Operating profit 2802 3279 3242 2438 2,620 75 (6.5) N/A
OP margiin 21.2 20.9 20.0 15.4 18.9 35 (2.4) N/A
EBT 3,154 3,494 3587 2,688 2764 28 (12.4) N/A
NP 2576 2835 2926 2196 2266 32 (12.0) N/A

Source: Company data, KIS

H Company overview

Vinamilk (VNM: HSX) is the largest dairy company in Vietnam with a domestic market share of 60%.
After more than 40 years, Vinamilk now has 250 product categories, focusing on liquid milk,
powdered milk, yogurt and condensed milk.
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Balance sheet (VND bn) Income statement (VND bn)
FY-ending Dec. 2019A 2020A 2021A 2022F 2023F FY-ending Dec. 2019A 2020A 2021A 2022F 2023F
Current assets 24,722 29,666 36,110 38,402 40,418
. Sales 56,318 59,636 60,919 65,762 71,517
Cash & cash equivalents 15,101 19,425 23,374 25,880 27,157
Accounts & other receivables 4503 5,187 5,822 5,754 6,438 COGS 29,746 31,968 34,641 37,236 38,796
Inventory 4983 4,905 6773 6610 6651 oo it 26,572 27,660 26,278 28,526 32,721
Non-current assets 19,978 18,767 17,222 21,459 25,756
Fixed assets 14,894 13,854 12,707 16,545 20,388 SG&A expenses 14,390 15,406 14,518 15,804 17,745
Investment assets 1993 2,09 1934 1944 1954 Gperating profit 12,182 12,263 11,760 12,722 14,977
Others 3,205 2,945 2,706 3,108 3,564
Total assets 44,700 48,432 53,332 50,862 66,174 Financialincome 807 1581 1215 1357 1291
Advances from customers 245 111 66 986 1,073 Interest income 724 1,149 0 1,357 1,291
Unearned revenue 2 16 4 4 4
Financial expenses 187 309 202 279 374
Trade payables 3,648 3,199 4,214 4,278 4,050
Others 5598 3,975 3,740 3,864 3,969 Interest expenses 109 144 89 224 319
ST debt & due bonds 5351 7,316 9,382 11,804 14,681 Other non-operating profit o 1) 195 0 0
LT debt & bonds 123 167 76 0 0 . i i
— Gains (Losses) in associates, 4 2
Total liabilities 14,969 14,785 17,482 20,936 23,776 supsidiaries and JV ®) (45) 0 0
Controlling interest 27,504 31,207 33,083 36079 39,529 Eamings before tax 12796 13519 12.922 13.801 15.894
Capital stock 17,417 20,900 20,900 20,900 20,900
Capital surplus 0 0 34 34 34 Income taxes 2,241 2,283 2,290 2,553 2,940
Other reserves 2,223 3,500 4,555 5672 6,959 Net profit 10,554 11,236 10,633 11,248 12,953
Retained earnings 7,875 6,910 7,594 9,473 11,637 ;. i
o _Net profit of controlling 10,581 11,099 10,532 10,946 12,603
Minority interest 2,227 2,350 2,767 2,871 2,993 Interest
Shareholders' equity 29,731 33,647 35,850 38,950 42,522 EBITDA 14,131 14,472 13,882 10,535 12,726
Cash flow (VND bn) Key financial data
FY-ending Dec. 2019A 2020A 2021A  2022F 2023F FY-ending Dec. 2019A 2020A 2021A 2022F 2023F
Per-share data
C/F from operations 11,410 10,180 9,432 8,581 8,127 (VND, adj.)
EPS 5,426 4,736 4,559 4,686 5,396
Net profit 10,554 11,236 10,633 11,248 12,953 BPS 17,070 16,099 17,154 18,816 20,736
DPS 4,499 3,793 3,646 3,872 4,458
Dep’n & Amort'n 1,948 2,209 2,121 2,187 2,251 Growth (%)
Sales growth 7.1 5.9 2.2 7.9 8.8
Net incr. in W/C (1,092) (3,264) (3,322) (4,854) (7,077) OP growth 8.7 0.7 (4.2) 8.2 17.7
NP growth 35 4.9 (5.1) 5.8 15.1
CIF from investing (6,748) (4,802) (3,933)  (304)  (311) EPS growth (2L7) (2.7 (3.7) 4.6 15.1
EBITDA growth 10.1 2.4 4.1) 7.4 15.5
Capex (2,158) (1,265) (1,531) (1,661) (1,601) Profitability (%)
OP margin 21.6 20.6 19.3 19.3 20.9
Incr. in investment (4,590) (3,537) (2,402) 1,357 1,291 NP margin 18.7 18.8 17.5 17.1 18.1
EBITDA margin 25.1 24.3 22.8 22.7 24.1
CIF from financing (3516) (5927) (5257) (5771) (6,540) RoA 257 241 209 199  20.6
ROE 37.7 35.5 30.6 30.5 32.0
Incr. in equity 27 (4 318 0 0 Dividend yield 6.2 52 5.0 53 6.1
Dividend payout ratio 82.9 80.1 80.0 81.2 81.2
Incr. in debt 4,194 2,016 2,046 2,321 2,778 -
Stability
N Net debt (VND bn) (9,626) (11,941) (13,916) (14,449) (13,289)
Dividends (7.836) (7.928) (7.621) (8,092) (9:317)  \y sepyiequiy (%) (324) (355 (38.8) (36.1) (29.3)
o N Valuation (x)
F
CIF from others 0 0 0 0 O pe 134 153 159 152 132
PB 4.2 4.5 4.2 3.9 3.6
Increase in cash 1,146 (548) 241 2,506 1,277
EV/EBITDA 8.3 9.7 10.1 9.4 8.2
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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.

= 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 Vietnam 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 5 May 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 5 May 2020.
KIS Vietnam Securities Corp. has issued CW with underlying stocks of Vinamilk (VNM) and is the liquidity provider.

Prepared by: Hoang Phung
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Global Disclaimer

mGeneral

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..




