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driven by aquaculture
d agriculture (41%).

T1H24 revenue increased by +29% YoY

1H24 PATMI jumped by +61% YoY, with
gross margin expanding by +1ppt. in 3Q-4Q, suggesting a

h yearend.
The company

momentum in 2H24.

expects  stronger
centration (Syngenta),
ncreased balance sheet

PAN is trading at 9.5x TTM PER, much
ange.

lower than the peer median of 18.4x.

Company profile: The Pan Group JSC (PAN VN, Not Rated) is a pioneer in Vietnam’s agriculture and food industries. Structured as a holding company, Group
members include agriculture & aquaculture firms and suppliers of packaged foods. PAN Group ships this wide array of products to both the domestic market
(>450 distributors and 145,000 points of sale in 63 provinces and cities nationwide) and over 35 international markets. A 12.7%-owned associate of SSI Securities
(BUY), PAN’s is led by SSI’s founder/ chairman Nguyen Duy Hung, who controls a total effective stake of 24.9% in PAN. See PAN’s website here.

Share price performance relative to VN

VND —PAN ppt
= PAN V's. VNINdex (RHS)
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Market cap US$186mn
6M avg. Daily turnover US$1.9mn
Outstanding shares 209mn
Free float 65%
FINI ownership 18%
Major shareholders 24.1%
TTM P/E 9.5x
Current P/B 1.0x
Trading platform HOSE
FOL Room 31.0%

Financial outlook (VND bn)

Sales 8,329 9,249 13,655 13,205
Op. Profit 405 556 834 952
PATMI 188 296 374 406
EPS (VND) 912 1,418 1,790 1,943
EPS chg (%) 55% 26% 9%
P/E (x) 34.9 11.9 11.7 11.2

Sources: PAN, Fiinpro, Yuanta Vietnam
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An Nguyen
+84 28 3622 6868 ext 3958

An.nguyen@yuanta.com.vn

Binh Truong
+84 28 3622 6868 ext 3845
Binh.truong@yuanta.comvn

Bloomberg code: YUTA

PAN Group JSC (PAN VN)
Promising Outlook for 2H24

Event

We recently met with PAN Group to discuss the company’s 1H24 results.

Details

Aquaculture revenue has surged YoY. Consolidated net revenue in 2Q24 reached
VND3.4tn (+22% YoY). For 1H24, PAN's revenue grew by 29% YoY to VND6.8tn,
achieving 46% of full-year guidance. The YoY surge in revenue was mostly driven
by the +30% YoY increase in aquaculture sales, which accounted for 44% of the
group’s 1H24 total revenue.

Profit growth was even faster due to increased gross margins. 2Q24 PBT rose to
VND256bn (+37% YoY), and PATMI reached VND85bn (+31% YoY). Thus, TH24
PATMI reached VND102bn (+61% YoY), meeting 39% of the company’s annual
target. TH24 GPM expanded by +1ppt YoY to reach 19% due to increased ASPs,
but management did not provide more detailed color on the pricing trends.

Tailwinds for 2H24? PAN expressed optimism about its 2H24 outlook and
believes that it is well-positioned to exceed its annual revenue targets. In
addition to the normal seasonal tailwinds, PAN expects a continued recovery in
export markets to boost revenue from aquaculture (timed to the 3Q24 shrimp
harvest) and packaged foods. PAN plans to leverage its market position during
the 2H harvest season to drive sales of fumigation and agrochemical products.

We don’t cover PAN, but the valuation might appear cheap to some observers.
PAN’s TTM PER of 9.5x is far lower than the peer median PER of 18.4x. But a
more thorough understanding of the valuation would require an SOTP approach.
PAN’s TTM ROE of 8.8% has been driven by net profit margin of 5% (flat YoY in
1H24), while net debt/equity is 140% at 2Q24. The stock has fallen by -14.3%
since mid-July, but it is still up by +8% since our company visit note of Jan 9.

Risk: Syngenta contract termination, rising interest rates amid increased balance
sheet leverage, and climate change would appear to be among the key risks.

ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ARE LOCATED
IN APPENDIX A.

Yuanta does and seeks to do business with companies covered in its research
reports. As a result, investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of this report. Investors
should consider this report as only a single factor in making their investment
decision.


https://yuanta.com.vn/wp-content/uploads/2024/01/PAN-company-visit-edit-final.pdf
https://em.yuanta.com.vn/link.php?M=1612099&N=19961&L=15029&F=H
https://thepangroup.vn/
mailto:An.nguyen@yuanta.com.vn
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Mixed Segment Results in 1H24

Aquaculture: 1TH24 Revenue rose, but profit lagged. 1H24 aquaculture revenue rose by
+30% YoY to reach VND 3.0tn, accounting for 44% of 1H24 revenue. This was driven by

a rebound in export orders and improved inflation and purchasing power in Europe.

However, despite the increase in orders, selling prices remained stagnant due to intense
international competition. Additionally, shrimp farming costs also increased by 1-2%
YoY in TH24.

As a result, while revenue grew strongly, PBT rose only +14% YoY to VND 191bn.

Looking forward, the company plans to invest further in machinery and equipment to
scale up production of value-added products, such as ready-to-eat items. Management
states that these products have been gradually accepted by export markets, as the

company leverages its farming assets and 100% control of the value chain.

Fig.1: 1TH24 Revenue structure

m Agriculture = Aquaculture Packaged Food

Source: PAN, Yuanta Vietnam

Agriculture. Fumigation & Agrochemicals Fueled 1H24 Growth. PAN's agriculture
segment encompasses two key sectors: 1) Seeds & Rice and 2) Fumigation &
Agrochemicals. This segment experienced a +28% YoY increase in 1H24 revenue,

reaching VND 2.8tn to account for 41% of the company’s total revenue
Segment PBT reached VND 377bn in TH24, up +19% YoY.

Agriculture sales were predominantly fuelled by the Fumigation & Agrochemicals
business, which saw a +33% YoY revenue increase to reach VND 1.8tn or 65% of the

agriculture segment’s total revenue.

The substantial growth in Fumigation & Agrochemicals sales is largely attributable to
PAN's renewed contract with Syngenta, which contributes approximately 75% of the
sector’s revenue and 19% of PAN's total revenue for 1H24. This strategic partnership
enhances PAN’s product offerings and market position through the distribution of

Syngenta’s agrochemical products.

Furthermore, rising agricultural prices have driven farmers to invest more in inputs,

leading to increased sales of fumigation and agrochemical products in 1H24.
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Packaged Food Exports Skyrocket. 1H24 packaged foods revenue rose by +29% YoY to
reach VND 1.0tn, accounting for 15% of 1H24 revenue, driven by a 50% YoY increase in

export sales to Japan and South Korea, but specific figures were not disclosed.

Table 1. Net revenue by business sector in TH24 (VND bn)

Agriculture 1,508 1,196 26% 2,835 2,215 28%
Aquaculture 1,401 1,167 20% 2,984 2,300 30%
Packaged food 469 414 14% 1,020 794 29%
Consolidated net revenue 3,378 2,777 22% 6,839 5,309 29%

Source: PAN, Yuanta Vietnam
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I
Valuation and Risks

Valuation appears cheap. PAN is now trading at TTM PER of 9.5x. We don’t cover the
stock and have no investment view, but the valuation is around half the regional peer

median TTM PER of 18.4x, which could suggest a value opportunity.

PAN offers decent albeit unexciting profitability, with 2023 ROE of 8.8%, driven by net
profit margin of 5% (flat YoY). However, it may be worthwhile considering that the

company’s most recent net debt/equity ratio is not exactly low for this industry at 140%.

Fig.2: Valuations

Masan Consumer MCH VIETNAM 6,183 20 5.1 19.1% 29.7% 13.4%
KIDO Group KDC VIETNAM 674 | -31.0 2.4 1.1% 2.1% 16.7%
Vinh Hoan Corp. VHC VIETNAM 634 21.2 1.8 7.8% 11.6% 26.0%
Thanh Thanh Cong - |gpt VIETNAM 388 13.2 0.9 1.8% 5.9% 102.0%
Bien Hoa Sugar
;\rﬂa°'|:ae.”°i Fooe & TKN THAILAND 364 14.9 5.1 23.1% 34.4% -332.2%
arketing PCL
Youyou Foods Co Ltd |603697 CHINA 350 22.6 1.3 5.8% 6.3% -5667.4%
Minh Phu Seafood MPC VIETNAM 277 231 1.3 ~0.9% -1.8% 78.1%
Prataap Snacks Ltd DIAMOND INDIA 257 40.5 3.0 2.2% 3.1% 264.6%
Olympic Industries Ltd |OLYMPI BANGLADESH 239 16.8 2.7 10.7% 17.0% -1777.2%
E';‘(';’ Seng Industries | g, MALAYSIA 185 16.8 5.2 20.0% 29.7% -5564.1%
Nam Viet ANV VIETNAM 169 117.6 1.4 0.7% 1.4% 58.1%
Median 313.7| 18.4 2.1 4.0% 7.5% 21.3%
The PAN Group PAN VIETNAM 186 9.5 1.0 2.2% 8.8% 139.5%

Source: FiinPro-X, Bloomberg, Yuanta Vietnam (data as of Aug 08)

Fig.3: The Consensus View? Only one sell-side house covers PAN VN, with a Hold rating, according to Bloomberg

AN W Equity  [EVECTTTCNNNE  07/08/202

B T 0.0% |
100.0% l
|
|

Total Buys
Total Holds ‘

o = O

H 4 0.0% | oA |
H 4 e 3.00 | O | VND
| e | 25968.00 | e | 21950.00
18.3% | uMRetun | -4.7%

Source: Bloomberg, Yuanta Vietnam

Risks

Climate change, agriculture & aquaculture diseases are probably PAN’s biggest risks,

according to the board of directors.

Concentration risk from the Syngenta contract. Syngenta represents approximately 19%
of PAN's revenue for 1H24 and about 18% of total revenue in 2023. Termination of this

partnership could significantly impact the company’s revenue.
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Net debt is on the rise. Net debt to equity was up +49ppt YTD and +33ppt YoY to 140%
as at end-2Q24, as short-term debt rose by +48% YTD to VND 12.4tn, which mostly
appears to be financing CDs.

The increase in total debt could lead to higher interest expenses and challenges in
refinancing/repaying, although the asset-liability duration and liquidity gap appears to

be low.

Fig.4: Soaring net debt/ equity

14,000 160%
12,000 140%
0,
10,000 120%
100%
8,000
80%
6,000
60%
4,000 0%
- | [] .
, I [] oo
1H19 1H20 1H21 1H22 1H23 1H24
mmm Net debt Net debt/ equity
Source: PAN, Yuanta Vietnam
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Financial snapshot

Fig.5: Historical net revenue and PBT

Fig. 6: Historical profit margin
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. . FY2019 FY2020 FY2021 FY2022 FY2023 1H24
= Net profit margin (%, LHS) === ROA (%, LHS)
a— ROE (%, LHS) m—— Grossprofit margin == Net profit margin - ==—=Operating margin
Source: PAN, Fiinpro-X, Yuanta Vietnam Source: PAN, Fiinpro-X, Yuanta Vietnam
Fig.7: Dupont Analysis Fig. 8: Liquidity ratios
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Source: PAN, Fiinpro-X, Yuanta Vietnam Source: PAN, Fiinpro-X, Yuanta Vietnam
Fig.9: Cash conversion cycle Fig. 10: Free cash flow
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Source: PAN, Fiinpro-X, Yuanta Vietnam Source: PAN, Fiinpro-X, Yuanta Vietnam
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Fig.11: GMD valuation multiples

Valuation Multiples based on Estimates
Current Capitalization 30/06/2024 31/12/2025
TEV/Total Revenue 0.6x 0.6x 1.0x 0.8x
TEV/EBITDA 5.7x 5.5x 6.0x 5.3x
TEV/EBIT 8.7x 8.4x 10. 1x 7.1x
P/Diluted EPS Before Extra 11.5x 9.9x - --
P/BV 1.0x 1.0x 0.9x 0.8x

Source: Bloomberg, Yuanta Vietnam
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FY 2019 FY 2020 FY 2021 FY 2022 FY 2023
Income Statement
31/12/2019 31/12/2020 31/12/2021 31/12/2022 31/12/2023

Revenue 7,310,471 5,323,079 5,247,118 13,640,606 13,185, 600
Other Revenue 2,224 1,172 1,455 14,457 15,557
Total Revenue 7,812,755 8,323,251 5,248,572 13,655,108 13,204,557
Cost Of Goods Sold 6,155,146 6,792,152 7,458, 229 10,518,623 10,544,753
Gross Profit 1,657,609 1,537,095 1,750,343 2,736,430 2,655,843
selling General &Admin Exp. 1,065,653 1,068,301 1,131,081 1,655,145 1,512,872

R & D Exp. - - - - -
Depreciation & Amort. 212,117 335,485 - 282,040 341,614
Other Operating Expense/|{Income (96,258) ( 256,858) 168,350 | 74,882) (134,138
Operating Expense., Total 1,181,512 1,200,338 1,299,841 1,866,323 1,720,347
Operating Income 476,097 86,211 450,303 870,157 539,496
Interest Expense 171,153 268,052 215,063 242,407 456474
Interest Income 101,218 234,227 163,885 205,860 466,573
NetInterest Exp. 69,975 33,325 55,168 36,543 (10,459)
Currency Exchange (Gains) Loss (8,084) (16,027) {15,205) (5138) (15,616
Other Non-Operating Exp. {Inc) (202,654) (311,277) {210, 150) (255,423) (457,373)
EBT Excl. Unusual Iters 616,230 23,701 725,790 1,1358217 1,422,933

Impai rment of Goodwil | - - - - -
Gain (Loss) On Sale Of Assets - 7,412 (&04) (=3, 721) (14,645)

Asset Writedown - - - - -

Legal Settlements - - - - -
Other Unusual Items 101,218 26,815 164,489 295,640 481,618
EBT Incl. Unusual ltems 515,622 15,473 561,905 532,358 956,011
Income Tax Expenze 63,643 62,250 45, 885 138 056 135 854
Earnings from Cont. Ops. 451,579 133,223 512,015 794,302 817,117

Extraord. tem & Account. Change - - - - -
Minority Int. in Earmings 154,615 144,922 214,587 420334 411,156
Netlncome 257,363 128,301 57,42 373,568 305,521

Cash Flow

188,301

Net Income 297,422 373,969 405,921

Depreciation & Amort., Total 389,485 392,750 426,296 497,405

Other Non-Cash Adj 38,331 79,687 344,559 391,394

Changes in Mon-Cash Capital (550,139) (587,664) (1,974,767) 144,938 (5,068,064)
Cash from Ops. 193,476 28,453 (1,204,908) 1,289,821 (3,773,343)

Capital Expenditure (829,458) (245,514) (591,552) (672,270) (341,088)

Sale of Property, Plant, and Equipment 1,021 118,255 10,317 236,195 23,629

Cash Acquisitions - - - - -

Proceeds from Investment

Divestitures -

Invest, in Marketable 8 Equity Securt.

Other B Activiti - - - - -
Cash from Investing (828,437) (127,259) (581,235) (436,075 (317,459)

Net Short Term Debt Issued/Repaid

Long-Term Debt Issued 7,692,450 12,445,774 11,700,610 13,496,470 20,217,601

Long-Term Debt Repaid (6.850,845) {11,717.535) {10,551,125) (13,453.133) {16,381, 288)

Total Debt Issued/Repaid 841,605 728,239 1,149,485 43,337 3,836,313

Pref. Dividends Paid {49,560) (57,992} (185,468) (150,284) (174,457)

Total Dividends Paid (49,560) (57,992) (185,468) (150,284) (174,457)

Increase in Capltal Stocks 31,020 471,923

Decrease in Capital Stocks (690) (167,139) -

Special Dividend Paid - -

Incr(Decr) in De posits

Incr(Decr) Insurance Reserves - - - - -

Other Financing Activities 435 {512) 250 (4,852) 2,711
Cash from Financing 822,810 502,596 1,436,190 {111,799) 3,664,567
Net Change in Cash 187,850 403,789 (349,952 741,948 (4286,236)

Indicator

6. Growth
Net revenue Growth YoY
Gross profit Growth YoY
EBITDA Growth YoY
EBIT Growth YoY
EBT Growth YoY
Receivable Growth YoY
Netinventory Growth YoY
Short term borrowing Growth YoY
Long term borrowing Growth YoY
SGA Expense Growth YoY
Asset Growth YoY
Owner equity Growth YoY
CFO Growth YoY

7. Valuation Ratios
Market cap (Billion VND)
EV (Billion VND)
Book value per Share
Sales per Share
Basic EPS
Diluted EPS
FREE CASHFLOW per Share
P/B
P/E
P/E Diluted
P/s
EV /Revenue
EV /EBITDA
EV/EBIT
Dividend Yield

] 0
31/12/20219  31/12/20220 31,

-0.2%
19.5%
14.2%
23.7%
-19.0%
0.3%

FY

23

/12/20221  31/12/20222  31/12/20223

6.6% 11.0% 47.6% -3.3%
-7.3% 13.9% 56.3% -2.8%
-8.7% 16.3% 54.0% 10.8%

-29.4% 33.8% 93.4% 8.0%
-23.3% 41.8% 66.2% 2.5%
26.9% 4.7% 37.2% 7.8%

3.5% 75.5% 20.1% 0.5%
41.2% 49.9% 33.4% 63.6%
-1.3% -8.4% -99.6% 14,199.7%

1.6% 8.3% 43.5% -7.8%

5.3% 32.5% 7.0% 25.5%
25.0% 0.0% 0.0% 0.0%

-5,446.0% -536.8% 173.3% -508.3%
6,491 3,494 4,370 4,769
8,284 9,096 11,044 15,905

17,292 19,073 20,762 22,134
38,497 42,747 63,113 61,049
860 1,360 1,728 1,872
870 1,360 1,728 1,872
412 -1,388 700 3,142
17 0.8 1.0 1.0
349 11.9 11.7 11.8
345 11.9 11.7 11.8
0.8 0.4 0.3 0.4
1.0 1.0 0.8 12
11.4 10.8 8.5 11.0
24.6 20.2 12.7 16.9
1.7% 2.3%

Source.: Bloomberg, FiinPro-X, Yuanta Vietnam
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E 19 0
Balance Sheet
31/12/2019 31/12/2020 31/12/2021 31/12/20
ASSETS
Cash And Equivalents 2,194,484 2,025,757 2,841,257 1,837,987 1,402,443
Short Term Investments 1,183,639 1,103,799 2,943,757 2,988,113 7,291,279

Total Cash & ST Investments 3,378,123 3,129,555 5,785,013 4,826,100 8,693,721
Accounts & Notes Receivable 688,713 1,214,481 1,376,430 1,876,453 2,165,516

Total Receivables 688,713 1,214,481 1,376,430 1,876,453 2,165,516
Inventories 1,407,478 1,453,935 2,525,662 3,049,409 3,083,430
Prepaid Exp.

Restricted Cash - - - - -
Other Current Assets 208,957 371,082 371,851 362,958 338,111

Total Current Assets 5,683,271 6,169,053 10,058,956 10,114,920 14,280,779

Net Property, Plant & Equipment 2,527,074 2,245,499 2,943,729 3,190,682 3,204,143
Long-term Investments 26,107 226,103 446,454 639,912 645,567
Deferred Charges, LT 22,636 19,752 17,355 21,788 31,656
Other Long-Term Assets 2,505,466 2,675,888 2,062,892 2,114,296 2,025,995
Total Assets 10,764,554 11,336,295 15,529,386 16,081,598 20,188,141
LIABILITIES
Accrued Exp. 408,770 348,931 663,055 982,489 859,310
Short-term Borrowings 1,813,988 2,560,621 3,837,672 5,120,935 8,379,312
Accounts Payable 383,329 298,219 770,115 1,122,537 927,323
Curr. Income Taxes Payable 71,480 46,175 70,827 57,579 126,117
Other Current Liabilities 382,579 385,509 651,077 529,096 573,614

Total Current Liabilities 3,060,146 3,639,455 5,992,745 7,812,636 10,865,677
Long-Term Debt 1,275,250 1,258,250 1,152,068 4,215 602,733
Uneamed Revenue, Non-Current - - - - -
Other Non-Current Liabilities 283,585 265,436 449,832 386,364 376,283
Total Liabilities 4,618,982 5,163,142 7,594,645 8,203,214 11,844,692
Pref. Stock, Non-Redeem.

Total Pref. Equity - - - - -
Minority Interest 2,357,868 2,431,835 3,806,838 3,386,259 3,556,082
Commeon Stock 1,731,011 2,163,586 2,163,586 2,163,586 2,162,946
Additional Paid In Capital 1,337,370 904,737 904,737 904,737 904,737
Retained Eamings 462,862 522,661 865,222 1,186,122 1,452,297
Treasury Stock (690) (167,829) (167,829) (167,829) (167,189)
Comprehensive Inc. and Other 257,151 318,164 362,186 405,509 434,574
Total Equity 6,145,572 6,173,154 7,934,741 7,878,384 8,343,448
Total Liabilities And Equity 10,764,554 11,336,295 15,529,386 16,081,598 20,188,141

FY 3 0 FY 2021 [3 2 3 2Q24 (TT™M)

Indicator

1. Activity Ratio
Total Asset Turnover
Equity Turnover
Receivables Turnover
Days of Sales Outstanding (DSO)
Inventory Turnover
Days of Inventory on Hand (DOH)
Payables Turnover
Number of Days of Payables
Cash Conversion Cycle
. Liquidity Ratio
Cash Ratio
Quick Ratio
Current Ratio
3. Solvency Ratio

N

ST Debt-to-Assets Ratio
ST Debt-to-Equity Ratio
LT Debt-to-Assets Ratio
LT Debt-to-Equity Ratio
Debt-to-Assets Ratio
Debt-to-Equity Ratio
Liabilities-to-Assets Ratio
Liabilities-to-Equity Ratio
Financial Leverage Ratio
EBIT Interest Coverage
EBITDA Interest Coverage
. Profitability ratio
Gross profit margin
EBITDA margin
EBIT margin
Pretax margin
Net profit margin
Gross Profit ROA
EBITDA ROA
EBITROA
EBTROA
ROA
ROE
ROIC
Effective tax rate
5. Cash flow ratio
CFO to Liabilities
Free cash flow/ revenue
Free cash flow/operating income
Free Cash flow on assets

»

Free Cash flow on equity
Reinvestment-FCF

21.2%
10.2%
6.1%
6.6%
5.8%
16.4%
7.9%
4.7%
6.8%
2.5%
6.9%
0.9%
12.3%

0.0

-2.1
-0.1
-0.2
-1.2

31/12/20219 31/12/20220 31/12/20221

0.8
14
100
36.7

78.7
19.9
183
97.1

0.8

17

18.5%
8.7%
4.0%
4.7%
4.0%

13.9%
6.6%
3.0%
6.0%
17%
5.0%
0.7%

15.7%

0.7 0.9
13 18
9.7 117
37.8 311
37 3.8
99.9 96.2
14.0 115
26.0 316
1117 95.6
10 0.5
12 0.8
17 13
0.3 0.3
0.5 0.6
0.1 0.0
0.2 0.0
0.3 0.3
0.7 0.7
0.5 0.5
10 1.0
2.0 2.0
21 3.6
39 5.4
18.9% 20.0%
9.1% 9.5%
4.9% 6.4%
6.1% 6.8%
5.5% 5.8%
13.3% 17.6%
6.4% 8.4%
3.4% 5.6%
5.9% 7.6%
2.2% 2.4%
7.5% 8.7%
0.5% 1.2%
8.9% 14.8%
-0.2 0.1
0.0 0.0
-0.7 0.2
0.0 0.0
0.0 0.0
-0.5 0.3

31/12/20222  31/12/20223

0.7
1.6
9.5
386

109.0
10.3
355

1121

0.7

13

20.1%
10.9%
7.1%
7.2%
6.2%
14.7%
7.9%
5.2%
7.8%
2.2%
8.7%
1.0%
14.5%

30/06/2024

0.7
18
10.2
359

108.5
16.6
220

122.4

0.8

12

20.3%
10.7%
7.1%
7.5%
6.3%
14.5%
7.6%
5.1%
7.3%
2.3%
10.0%
1.0%
15.7%
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Appendix A: Important Disclosures

Analyst Certification

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
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