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Q4 records financial gain from merger transaction

VIC reported 2019 results in which EBIT slightly declined by 7% YoY to reach VND10.7tn
(USD465mn) as continued solid performance from the property sales (i.e., strong bulk sales from
mega Vinhomes developments) and leasing segment as well as improving margins partly offset
EBIT losses incurred by other segments — including substantial initial operating losses of the
industrials segment. However, VIC’s 2019 NPAT-MI skyrocketed 99% YoY to reach VND7.5tn
(USD326mn), primarily driven by a Q4 2019 non-cash financial gain of VND8.5tn (USD367mn)
from the recent merger transaction between VinCommerce and Masan Consumer Holdings.

Overall, for full-year 2019, VIC’s EBIT results trailed our forecast, mainly due to lower-than-
expected performance from the industrials segment. Stronger-than-expected financial income (as
our previous forecast did not include the merger transaction effect) and the lower-than-expected
minority interest resulted in VIC’s 2019 NPAT-MI exceeding our forecast by 83%. We anticipate
material change to our forecast amid the deconsolidation of VinCommerce at end-2019, pending
for a fuller review.

Bulk sales at mega Vinhomes developments boosted 2019 performance. 2019 recorded a
contribution of bulk sales (in which the value per unit is lower than the value per unit for the sale of
a fully constructed unit on completion to a retail buyer) at the three mega Vinhomes developments
(Ocean Park, Smart City and Grand Park), which resulted in a 23% YoY decrease in property sales
revenue (VND64.5tn/USD2.8bn) yet a 50% YoY surge in segment EBIT (VND28.4tn/USD1.2bn).
VIC’s 2019 total property pre-sales (including shophouses, beach villas and condotels) accelerated
34% YoY to VND91tn (USD4.0bn), mainly driven by the three mega Vinhomes developments.
Please also find further details in our earnings flash note on Vinhomes (VHM) - 2019 solid earnings
in line with expectation, dated February 3, 2020.

Leasing segment continued to grow steadily. In 2019, the leasing segment recorded 25% and
27% YoY growth in revenue (VND7.0tn/USD303mn) and EBIT (VND3.0tn/USD131mn),
respectively, mainly driven by the full contribution of 20 malls opened during 2018. We note that
VIC added nine malls in Q4 2019, bringing its total number of malls to 79 as of end-2019 with a
total gross floor area (GFA) of 1.6 million sgm (implying 10.3% growth vs 1.45 million sgm in 2018).
Please also find further details in our earnings flash note on Vincom Retail (VRE) - Stellar retail
leasing segment continues to drive growth, dated January 31, 2020.

Improvement of the hospitality segment trailed our expectation. In 2019, Vinpearl opened
three new hotels (Vinpearl Luxury Landmark 81 in Ho Chi Minh City and two hotels in Hai Phong),
adding 800 rooms to its total capacity of 16,800 rooms in operation. Per management, the major
regions of Nha Trang, Phu Quoc and Da Nang (which accounted for ~75% of total keys managed
by Vinpearl) recorded a 51% YoY higher number of room nights sold in addition to 19% YoY growth
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in the number of visitors to Vinpearl Land theme parks. In 2019, revenue from the hospitality
segment grew 16% YoY (VNDB8.5tn/USD372mn) while this segment’'s EBIT margin improved to
-29.2% vs -40.7% in 2018; however, this was lower than our 2019 forecast of -22.2%. We also note

that the recent coronavirus outbreak could have a negative impact on the short-term performance
of the hospitality segment as Chinese visitors account for ~25% of this segment’s revenue.

Industrials segment reported slower-than-expected sales of VinFast cars. Per management,
VinFast’s 2019 booking number reached ~17,000 units for cars (45% for Fadil with the remainder
coming equally from the Lux A2.0 and Lux SA2.0 models) and ~50,000 units for e-scooter models
(Ludo, Impes and Klara). In 2019, the industrials segment recorded deliveries for 15,300 units of
all VinFast car models and all of ~50,000 e-scooter units, trailing our forecast of 20,200 cars and
72,100 e-scooters, respectively. This segment’s EBIT recorded a loss of VND9.7tn (USD421mn)
in 2019 due to high start-up costs as VIC focuses on ramping up market share. For 2020,
management guides to sell 30,000 cars and 250,000 e-scooters while introducing of two new car
models and four new e-scooter models (alongside the upgrade of existing three models of Klara S,
Ludo and Impes).

Exiting the consumer retail segment in order to focus on industrials and technology. In
December 2019, VIC swapped its entire interest of 64% in VinCommerce for an option
exchangeable into a non-controlling interest in a subsidiary of Masan Group (MSN) that will own
VinCommerce and Masan Consumer Holdings. VIC recorded a non-cash financial gain of
VND8.5tn (USD367mn) in Q4 2019 from divesting its entire stake in VinCommerce and a rights
option of VND9.5tn (USD413mn) as the fair value of the swappable shares. The option, once
executed, will result in a 30% ownership for VIC in the new entity. In addition, the recent shutdowns
of the electronic retail chain VinPro, e-commerce platform Adayroi and proposed airline Vinpearl
Air will allow VIC to focus its resources on its two prioritized fields: industrials (e.g., VinFast and
VinSmart) and technology.
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Figure: VIC’s 2019 results

% YoY 2019 as %
Growth of 2019F
Revenue 121,894 130,789 7% 160,183 82%
Property sales 83,272 64,501 -23% 76,519 84%
Leasing 5,559 6,963 25% 7,145 97%
Hospitality 7,366 8,549 16% 10,221 84%
Consumer retail 19,326 29,626 53% 35,197 84%
Industrials 556 9,929 NM 23,755 42%
Others 5,815 11,221 93% 7,346 153%
EBIT 11,442 10,684 -71% 12,909 83%
Property sales 18,901 28,415 50% 27,657 103%
Leasing* 2,380 3,022 27% 2,949 102%
Hospitality (2,998) (2,496) NM (2,265) NM
Consumer retail (4,762) (5,582) NM (5,160) NM
Industrials (1,017) (9,743) NM (7,840) NM
Others (1,062) (2,932) NM (2,432) NM
Financial income 7,479 13,952 87% 6,883 203%
Financial expenses (4,909) (8,133) 66% (8,082) 101%
PBT 13,853 15,639 13% 11,710 134%
Tax expenses (7,663) (7,937) 4% (5,855) 136%
PAT 6,191 7,702 24% 5,855 132%
Minority interest 2,414 196 -92% 1,757 11%
NPAT-MI 3,777 7,506 99% 4,099 183%
EBIT margin 9.4% 8.2% 8.1%
Property sales 22.7% 44.1% 36.1%
Leasing* 42.8% 43.4% 41.3%
Hospitality -40.7% -29.2% -22.2%
Consumer retail -24.6% -18.8% -14.7%
Industrials -182.9% -98.1% -33.0%
Others -18.3% -26.1% -33.1%
PBT margin 11.4% 12.0% 7.3%
PAT margin 5.1% 5.9% 3.7%
Effective tax rate 55.3% 50.8% 50.0%
NPAT-MI margin 3.1% 5.7% 2.6%

Source: Company’s Q4 2019 consolidated financial statements, VCSC forecast. Note: (*) Excludes VCSC’s
estimate of intra-segment income
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Stock ratings are set based on projected total shareholder return (TSR), defined as (target price — current price)/current
price + dividend yield, and are not related to market performance.

Equity rating key Definition

BUY If the projected TSR is 20% or higher

OUTPERFORM If the projected TSR is between 10% and 20%

MARKET PERFORM If the projected TSR is between -10% and 10%

UNDERPERFORM If the projected TSR is between -10% and -20%

SELL If the projected TSR is -20% or lower

NOT RATED The company is or may be covered by the Research Department but no rating or target

price is assigned either voluntarily or to comply with applicable regulation and/or firm
policies in certain circumstances, including when VCSC is acting in an advisory capacity
in a merger or strategic transaction involving the company.

RATING SUSPENDED, A rating may be suspended, or coverage terminated, if fundamental information is

COVERAGE TERMINATED deemed insufficient to determine a target price or investment rating or due to a
reallocation of research resources. Any previous investment rating and target price are
no longer in effect.

Unless otherwise specified, these performance parameters are set with a 12-month horizon. Movement in share prices may
cause a temporary mismatch between the latest published rating and projected TSR for a stock based on its market price
and the latest published target price.

Target prices are generally based on the analyst's assessment of the stock’s fair value over a 12-month horizon. However,
the target price may differ from the analyst’s fair value if the analyst believes that the market will not price the stock in line
with assessed fair value over the specified time horizon.

Risks: Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely
affect the value, price or income of any security or related instrument mentioned in this report. For investment advice, trade
execution or other enquiries, clients should contact their local sales representative.
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Disclaimer

Analyst Certification of Independence

I, Duc Pham, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.
| also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report. The equity research analysts responsible for the preparation of this report receive compensation based upon various
factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which include revenues
from, among other business units, Institutional Equities and Investment Banking.

VCSC and its officers, directors and employees may have positions in any securities mentioned in this document (or in any related investment)
and may from time to time add to or dispose of any such securities (or investment).VCSC may have, within the last three years, served as
manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the entities
mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in
relation to the investment concerned or a related investment.

Copyright 2013 Viet Capital Securities Company “VCSC”. All rights reserved. This report has been prepared on the basis of information
believed to be reliable at the time of publication. VCSC makes no representation or warranty regarding the completeness and accuracy of
such information. Opinions, estimates and projection expressed in this report represent the current views of the author at the date of
publication only. They do not necessarily reflect the opinions of VCSC and are subject to change without notice. This report is provided, for
information purposes only, to institutional investors and retail clients of VCSC in Vietham and overseas in accordance to relevant laws and
regulations explicit to the country where this report is distributed, and does not constitute an offer or solicitation to buy or sell any securities
discussed herein in any jurisdiction. Investors must make their investment decisions based upon independent advice subject to their particular
financial situation and investment objectives. This report may not be copied, reproduced, published or redistributed by any person for any
purpose without the written permission of an authorized representative of VCSC. Please cite sources when quoting.

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA
by VCSC issued by VCSC has been prepared in accordance with VCSC’s policies for managing conflicts of interest arising as a result of
publication and distribution of investment research. Many European regulators require a firm to establish, implement and maintain such a
policy. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services
and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not
be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is
only available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to
persons regarded as professional investors (or equivalent) in their home jurisdiction. Australia: This material is issued and distributed by
VCSC in Australia to "wholesale clients" only. VCSC does not issue or distribute this material to "retail clients". The recipient of this material
must not distribute it to any third party or outside Australia without the prior written consent of VCSC. For the purposes of this paragraph the
terms "wholesale client” and "retail client" have the meanings given to them in section 761G of the Corporations Act 2001. Hong Kong: The
1% ownership disclosure as of the previous month end satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct
for Persons Licensed by or Registered with the Securities and Futures Commission. (For research published within the first ten days of the
month, the disclosure may be based on the month end data from two months prior.) Japan: There is a risk that a loss may occur due to a
change in the price of the shares in the case of share trading, and that a loss may occur due to the exchange rate in the case of foreign share
trading. In the case of share trading, VCSC will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the
executed price by the commission rate which was individually agreed between VCSC and the customer in advance. Korea: This report may
have been edited or contributed to from time to time by affiliates of VCSC. Singapore: VCSC and/or its affiliates may have a holding in any
of the securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important
Disclosures section above. India: For private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand:
This material is issued and distributed by VCSC in New Zealand only to persons whose principal business is the investment of money or who,
in the course of and for the purposes of their business, habitually invest money. VCSC does not issue or distribute this material to members
of "the public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to
any third party or outside New Zealand without the prior written consent of VCSC. Canada: The information contained herein is not, and
under no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein,
or solicitation of an offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities
described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian
securities regulators and only by a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from
the dealer registration requirement in the relevant province or territory of Canada in which such offer or sale is made. The information
contained herein is under no circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to
the needs of the recipient. To the extent that the information contained herein references securities of an issuer incorporated, formed or
created under the laws of Canada or a province or territory of Canada, any trades in such securities must be conducted through a dealer
registered in Canada. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed judgment upon
these materials, the information contained herein or the merits of the securities described herein, and any representation to the contrary is
an offence. Dubai: This report has been issued to persons regarded as professional clients as defined under the DFSA rules. United States:
This research report prepared by VCSC is distributed in the United States to Major US Institutional Investors (as defined in Rule 15a-6 under
the Securities Exchange Act of 1934, as amended) only by Decker&Co, LLC, a broker-dealer registered in the US (registered under Section
15 of Securities Exchange Act of 1934, as amended). All responsibility for the distribution of this report by Decker&Co, LLC in the US shall
be borne by Decker&Co, LLC. All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the
US. This report is not directed at you if VCSC Broker or Decker&Co, LLC is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Decker&Co, LLC and VCSC is permitted to
provide research material concerning investment to you under relevant legislation and regulations.
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