an Company Visit
L\ Sgggﬂ;.%s Vietnam April ZF:l 20329

MASAN GROUP (MSN VN)
AGM: Dividend cut in favor of future business investment

BUY We attended MSN's annual general meeting on April 24. The decision to eliminate

the cash dividend on 2018 earnings was perhaps understandable but nevertheless

Current price: VND 88,000 comes as a negative surprise. In general, we think management’s expectations for

Target price: VND 93,000 beverages and meat are reasonable. However, we adopt a more conservative view

Upside: 5.7% on its other businesses and future projects while waiting for evidence of execution.
52-week Price Range Market FY19E Dividend . .

(VND) Exaislfzziten Yield Remaining Foreign Room Free-float ADTV-3month
71,000-99,400 USD4.4bn 0.0* 8.7% 24.8% USD2.6mn
Price performance Key Takeaways Risks
20% e Cash dividend is halted. e The persistence and geographic
10% ,\) "\,,"’\‘-‘" spread of African Swine Fever are
e MSN sees beverages as the ) .
0% R 9 key risks to the animal feed and

key growth driver, maintains

_ 1/19 02/19 03/19 04/19 . .
10% high expectations for meat.

chilled pork businesses.

a—— MSN VNIndex e Next step: Home personal care New mrl\ovatlons success remains
. uncertain.
and retail.
Quang Vo Company profile: MSN'’s holds controlling stakes in Masan Consumer, Masan
Consumer Analyst Resources, and Masan Nutri-Science. It also holds a 20% associate stake in
+84 28 3622 6868 (ext. 3872) Techcombank. As such, the group’s operations include food and beverage, mining and
quang.vo@yuanta.com.vn processing, animal nutrition, and financial services.
MSN views beverages as the leading growth driver. For energy drinks, management
MSN'’s FY18 results and FY19 guidance expects to expand its distribution by doubling the total point of sales to 150K, along with
VND Bn FY18A FY19 AOM  launching one new product. They believe this segment should maintain 50% YoY growth in
guidance  growth FY19E and 25%-30% growth in the medium term. Management also plans to launch one or
Total revenue 38188 45,000- 18%- two new nutritional drink products this year, which it expects to contribute USD 200-300 mn
! [
50.000 3210/" in revenues by 2022. For coffee, management said it will focus on ground coffee and expects
Profit after tax 4,916 550::0 12/:/- 10% growth for FY19E and 20%-30% growth in the longer term.
5 2)00 440/0 High expectations for the meat category. With high-quality products, modern processing
3 ’ - 0~ . . . . .
Core profit 3,478 5500 58% technology and efficient control system, management discussed their first successful steps
i ' including quick sales channel expansion and high consumer adoption, especially since the
Abnormal profit 1,438 0 -100% . X .
outbreak of ASF -- despite the recent processing plant shutdown. MSN targets USD 1 bn in
ROA 5.3% fresh meat sales by 2022. In addition, they also want to create synergy with MSN's current
ROE 17.8% processed meat division and aim for USD 1 bn in processed meat sales in 2022.

Next steps: Home personal care and retail. On home personal care, MSN only stated that
they will look at M&A opportunities. But management drew an ambitious picture for the
P/E (x) 286 retail business. In general, they plan to penetrate all channels including traditional (11,000
Masan shops around Vietnam), modern trade (5,000 MEATDeli stores), and cooperation with
a strategic partner in e-commerce. For the longer run, MSN plans to operate a fully
consumer-centric ecosystem by penetrating into energy, pharma, and even education.

Dividend policy: Management indicated their intention to retain cash for future

EPS growth +67%

P/BV (x) 44

Source: MSN

*Note: Our DPS assumption of VND 2,000 to be paid

on 2018A earnings is under review given MSN'’s . : . . . L

decision to halt cash dividends going forward. investments, sz?ylng that they ‘WI|| pay out cash only !f they foresee no profit opportunities.
Our view: While we agree with management’s optimism on beverages and meat, we are
more conservative on seasoning, noodles, animal feed, and mining. Our PAT estimate for
FY19E (VND 4.9 tn) is just below their guidance range (VND 5.0-5.5 tn). We also view their

M&A plans for home personal care as having unclear prospects.
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PROFIT AND LOSS (VND bn)

FY Dec 31 (VND’bn) 2017A
Revenue 37,621
Masan Consumer 13,214
Masan Resources 5,405
Masan Nutri-Science 18,690

Other 312

Cost of goods sold (25,989)
Gross profits 11,632
Operating expenses (7,203)
Operating profits 4,429
Net interest expenses (3,696)
Net investments 2044

income/(loss)
Net other incomes (43)

Pretax profits 4,139
Income taxes (531)
Minority interests 505

Net profits 3,103
Core earnings 2,171

EBITDA 9,083

EPS (VND) 2,727

KEY RATIOS

2017A

Growth (% YoY)

Sales (13.1)
Masan Consumer 4)
Masan Resources 33
Masan Nutri-Science 23)
Other (70)

Operating profit (26.5)

EBITDA 3.2)

Net profit 111

EPS (VND) 10.8

Profitability ratio (%)

Gross margin 309

Operating margin 11.8

EBITDA margin 24.1

Net margin 8.2

ROA 52

ROE 15.9

Stability

Net debt/equity (x) 1.8

Int. coverage (x) 1.2

Int. &ST debt coverage (x) 0.7

Cash conversion days (19.2)

Current ratio (X) 1.0

Quick ratio (X) 0.7

Net cash/(debt) (VND mn) (27,379)

Efficiency

Days receivable

outstanding 22

Days inventory outstanding 68

Days payable outstanding 109

Source: Company data, YSVN

2018A

38,188
17,006

6,865
13,977
339
(26,306)
11,881
(6,330)
5,552
(3,091)

1,914

33)
6,244
(622)
705
4,917
3,405
10,171
4,561

2018A

15
29
27
(25)
20

254

12.0
58.5
67.2

31.1
14.5
26.6
12.9

53
17.8

0.6

1.8

0.8

(6.8)
0.8

0.5
(17,410)

22

60
89

2019E

42,272
20,152

7,393
13,278
1,449
(28,376)
13,896
(7,694)
6,203
(1,543)

1,965

37
6,588
(1,017)
600
4,971
4,971
10,044
4,274

2019E

10.7
18

8
©)
20

11.7

(1.3)
1.1
(6.3)

329
14.7
23.8
11.8

8.8
20.7

0.6

4.0

1.0

15.0

0.8

0.4
(17,944)

25

65
75

2020E

46,161
22,142

7,620
14,360
2,039
(30,693)
15,468
(8,170)
7,297
(1,664)

2,412

37
8,007
(1,231)
729
6,047
6,047
11,651
5,200

2020E

9.2
10
3
8
20

17.6

16.0
21.7
21.7

335
15.8
252
13.1

7.6
16.1

0.4
4.4
1.2
0.9
0.6
(15,150)

35

65
100

2021E

50,623
24,427

7,768
15,531
2,897
(33,268)
17,355
(9.872)
7,484
(1,531)

2,653

37
8,569
(1,302)
780
6,487
6,487
12,138
5,578

2021E

34.3
14.8
24.0
12.8

8.8
17.6

0.3

49

15

10.0

1.0

0.6
(13,588)

30

65
85

BALANCE SHEET (VND bn)

FY Dec 31 (VND’bn) 2017A
Total assets 63,529
Cash & cash 7417
equivalents

ST Investment 640
Accounts receivable 2,247
Inventories 4,333
Other current assets 508
Net fixed assets 32,300
Others 16,084
Total liabilities 43,303
Current liabilities 15,502
Accounts payable 6,336
ST debts 9,166
Long-term liabilities 27,801
Long-term debts 25,630
Others 2,171
Shareholder's equity 14,837
Share capital 18,429
Treasury stocks (6,518)
Others 12,597
Retained earnings 12,350
Minority interest 5,388

2018A

64,579
4,586

376
2,413
4,333

792

31,895
20,184
30,499
15,765

6,521

9,244
14,734
12,752

1,983

29,487
22,716

6,523
16,193
4,593

2019E

65,416
2,051

376
2,895
5,053

832

31,818
22,391
28,004
14,074

5,831

8,244
13,930
11,752

2,178

32,370
22,716

2,796
19,920
5,042

2020E

71,920
4,046

376
4,426
5,466

873

31,676
25,056
29,890
16,853

8,409

8,444
13,037
10,752

2,285

36,366

22,716

(2,115)
24,831
5,664

2021E

73,436
2,607

376
4,161
5,924

917

31,475
27,976
26,341
14,191

7,747

6,444
12,150
9,752
2,398
40,748
22,716

(7,507)
30,223
6,347

CASH FLOW (VND bn)

FY (VND’bn) 2017A
Operating cash flow 2,766
Net income 3,103
Dep, & amortisation 2,436
Cha.nge in working 2.913)
capital

Others (2,479)
Investment cash flow 3,134
Net capex (2,444)
Change in LT

investgment 2033
Change in other assets 2,976
Cash flow after invt. 569
Financing cash flow (11,635)
Change in share capital 3,893
Net change in debt (6,294)
Change in other LT liab. (9,234)
Net change in cash (5,735)
flow

Beginning cash flow 13,149
Ending Cash Balance 7,414

2018A

4,391
4,917
2,538

185

(3,859)
(3,867)
(1,912)

(3,745)

3,426
(1,635)
(3,357)
58
(12,801)
9,386

(2,832)

7417
4,585

2019E

5,514
4,971
1,876

(690)

(1,057)
(4,007)
(1,800)

(1,965)

(242)
(4,041)

(2,000)
(2,041)
(2,534)

4,585
2,051

2020E

9,312
6,047
1,942

2,578

(1,273)
(4,465)
(1,800)
2.412)
(254)
(2,852)

(800)
(2,052)

1,995

2,051
4,046

2021E

8,370
6,487
2,002

(662)

(1,345)
(4,719)
(1,800)

(2,653)

(267)
(5,090)

(3,000)
(2,090)
(1,438)

4,046
2,607

KEY METRICS

2017A
PE (x) 28.6
Diluted PE (x) 30.9
PB (x) 44
EBITDA/share 7,848
DPS 2,344
Dividend yield (%) 3.6
EV/EBITDA (x) 8.1
EV/EBIT (x) 9.8

2018A
28.6
30.9
44

7,848

1,121
15
12.7
20.3

2019E
19.6
19.6
33

8,745

1,500
1.8
9.6

17.5

2020E
16.1
16.1
3.0

8,635

1,500
1.8
9.7

15.7

2021E
15.0
15.0
2.7

10,017

1,500
1.8
83

133
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VISION OF REPORT, DISCLAIMERS AND DISCLOSURES

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each
security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about
those securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed by that research analyst in the research report.

Ratings Expected return within the next 12 months
BUY Above 10%

HOLD Between -10% to +10%

SELL Below 10%

BUY: We have a positive outlook on the stock based on our expected absolute or relative return over the investment period. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We recommend investors add
to their position.

HOLD-Outperform: In our view, the stock’s fundamentals are relatively more attractive than peers at the current price. Our thesis is based
on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

HOLD-Underperform: In our view, the stock’s fundamentals are relatively less attractive than peers at the current price. Our thesis is based
on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

SELL: We have a negative outlook on the stock based on our expected absolute or relative return over the investment period. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We recommend investors
reduce their position.

Under Review: We actively follow the company, although our estimates, rating and target price are under review.

Restricted: The rating and target price have been suspended temporarily to comply with applicable regulations and/or Yuanta policies.

Note: Yuanta research coverage with a Target Price is based on an investment period of 12 months. Greater China Discovery Series coverage
does not have a formal 12 month Target Price and the recommendation is based on an investment period specified by the analyst in the
report.

Global Disclaimer

© 2018 Yuanta. All rights reserved. The information in this report has been compiled from sources we believe to be reliable, but we do not
hold ourselves responsible for its completeness or accuracy. It is not an offer to sell or solicitation of an offer to buy any securities. All
opinions and estimates included in this report constitute our judgment as of this date and are subject to change without notice.

This report provides general information only. Neither the information nor any opinion expressed herein constitutes an offer or invitation
to make an offer to buy or sell securities or other investments. This material is prepared for general circulation to clients and is not intended
to provide tailored investment advice and does not take into account the individual financial situation and objectives of any specific person
who may receive this report. Investors should seek financial advice regarding the appropriateness of investing in any securities, investments
or investment strategies discussed or recommended in this report. The information contained in this report has been compiled from sources
believed to be reliable but no representation or warranty, express or implied, is made as to its accuracy, completeness or correctness. This
report is not (and should not be construed as) a solicitation to act as securities broker or dealer in any jurisdiction by any person or company
that is not legally permitted to carry on such business in that jurisdiction.

Yuanta research is distributed in the United States only to Major U.S. Institutional Investors (as defined in Rule 15a-6 under the Securities
Exchange Act of 1934, as amended and SEC staff interpretations thereof). All transactions by a US person in the securities mentioned in
this report must be effected through a registered broker-dealer under Section 15 of the Securities Exchange Act of 1934, as amended.
Yuanta research is distributed in Taiwan by Yuanta Securities Investment Consulting. Yuanta research is distributed in Hong Kong by Yuanta
Securities (Hong Kong) Co. Limited, which is licensed in Hong Kong by the Securities and Futures Commission for regulated activities,
including Type 4 regulated activity (advising on securities). In Hong Kong, this research report may not be redistributed, retransmitted or
disclosed, in whole or in part or and any form or manner, without the express written consent of Yuanta Securities (Hong Kong) Co. Limited.
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