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Masan Group (MSN) AGM Note & Earnings Flash
Industry: Consumer 2021 2022F 2023F 2024F 75% MSN == VNI

Report Date: April 29, 2022 Rev yly 14.8% 2.9% 21.9% 20.4%

Current Price: VND116,500  EPS yA?* N.M.  48.3% 57.9%  48.3% |°°%

Target Price*: VND158,000 GPM 25.0% 30.0% 30.9% 31.7% 35%

Upside to TP: 35.6% NPM?* 3.6% 5.2% 6.7% 8.3% 15% ',,,v,,h,-v-n,s\
Dividend Yield: 1.0% EV/EBITDA? 13.1x 11.2x 9.3x 7.6x \P"-""’- 4
TSR: 36.7% P/CFO 87.8x 65.8x 20.1x 13.1x -5%

Rating*: BUY  P/E! 51.9x  350x  22.2x  15.0x Apr-21  Jul21  Oct21  Jan-22  Apr-22
Market Cap: USD7.2bn MSN VNI Company Overview

Foreign Room: USD1.5bn P/E (ttm)* 43.3x 15.0x Masan Group specializes in consumer businesses
ADTV30D: USD6.5mn P/B (curr) 6.0x 2.3x that span FMCG, retailing and meat value chain.
State Ownership: 0% Net D/E 1.7x N/A New initiatives gear towards consumer-tech
Outstanding Shares: 1.4bn ROE! 18.3% 15.8% ecosystem with telecom and fintech products.
Fully Diluted Shares: 1.4bn ROA! 3.3% 2.6% Other businesses include metal-based materials
3-yr PEG: 0.8x * TP and rating last updated February 28, 2022 and an associate stake in Techcombank.

1 Based on recurring earnings
2 EBITDA includes profits from TCB

oot Foundation ready for a consumer-tech ecosystem
ha.huynhthu@vcsc.com.vn Key summary:

*84 28 3914 3588 ext. 185 - We attended MSN’s AGM on April 28. Two years following MSN’s 2020 AGM at which the
Nam Hoang company first revealed its ambition to build a ‘consumer-tech ecosystem’, MSN is officially
Manager embarking upon this journey with a detailed plan and clear vision for 2022 — 2025.
nam.hoang@vcsc.com.vn - Additionally, MSN released Q1 2022 earnings results with revenue down 8.9% YoY due to
8428 3914 3588 ext. 124 deconsolidation of feed business, meanwhile like-for-like revenue grew 11.9% and NPAT-MI

surged 753.5% YoY to VND1,596bn (USD69mn), representing 20% and 34% of our respective
full-year forecasts.

AGM Note:

¢ MSN aims to create a seamless offline-to-online platform backed by artificial
intelligence (Al) and machine learning (ML) to serve 80% of consumer wallet shares.
* In 2022, MSN will apply Al and ML in its acceleration of rolling out a mini-mall concept to (1)
select new store locations, (2) plan for supply & demand and (3) optimize product assortment.
MSN will also expand into content and media services to serve digital needs of consumers
later this year.
*1n 2023, MSN plans to scale up its Al and ML applications to (1) accelerate its loyalty program
through Reddi, (2) build its online grocery and fourth-party logistic (4PL) supply chain and (3)
provide comprehensive financial solutions (e.g., payment processing, credit, insurance and
wealth management) as a distribution partner without taking balance sheet risk. MSN also
aims to target business-to-business (B2B) customers through initiatives (2) and (3).
* In 2024, MSN aims to accelerate the monetization of its content and media assets via
advertising.

e In order to achieve its vision, MSN has set the following ambitious targets for 2025.
* 30,000 mini malls (including self-owned and franchise), generating USD7bn-8bn of annual
revenue and acquiring a 50% catchment share as well as a >10% EBIT margin. Mini mall is a
store model that integrates Phuc Long tea & coffee kiosks, pharmacies, Techcombank (TCB)
and Reddi transaction points into WinMart+.
* Reddi having 30-50 million loyal customers.
* Advertising revenue contributing 5% to MSN'’s total revenue.
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In attempt to empower its consumer-tech journey, MSN announced a partnership with
Trusting Social Company JSC — the Vietnamese subsidiary of Singapore-based Trust 1Q
Pte. Ltd. Trusting IQ is the leading company in Asia in Al and ML-led products for banks.
According to the CEO & founder of Trusting Social Mr. Nguyen Nguyen, there are only two
companies that provide credit scores for 1 billion users — Ireland-based Experian and Trusting
Social.

The company's major customer pool is comprised of 170 financial institutions across Vietnam,
Indonesia, India and the Philippines. MSN has invested USD65mn to acquire a 25% stake of
this start-up; however, management commented that it does not have any intentions to acquire
a controlling stake in Trusting Social. The first initiative of this partnership is a fintech joint
venture initiated via the launch of EVO — a credit card based on credit scoring system built
by Trusting Social. Furthermore, Trusting Social will play an essential role in optimizing the
rollout of mini malls beginning this year. Notably, Trusting Social has built a real-time map that
can identify optimal areas to open new stores based on categorizing areas by level of
purchasing power. The partnership between MSN and Trusting Social aims to leverage the
latter’s Al and ML expertise to personalize MSN’s product offerings to consumers.

2022 business plan. In addition to earnings guidance (see Figure 1), MSN plans to add 500-
1,400 WinMart+ stores and 10-40 WinMart stores. Management also targets like-for-like (LFL)
store revenue growth of 11%-13% YoY for WinMart+ and 5%-7% YoY for WinMart, which is
partly backed by its target to roll out 1,000 mini malls. Furthermore, WinCommerce (WCM)
targets 5% EBIT margin on the back of an increasing contribution from the mini mall.
Management also targets >20% EBITDA margin for Masan Consumer Holdings (MCH), which
is the pillar of the group. Finally, Reddi targets to reach 500 thousand — one million subscribers.

Figure 1: MSN’s 2022 guidance

VND tn

Revenue guidance
YoY growth
VCSC's current forecasts

NPAT-MI guidance
YoY growth
VCSC's current forecast

MSN MCH WCM  Phuc Long MML MHT

90-100 34-40 38-40 2.5-3.0 5-6.5 14.5-15

22%-36%* 18%-39% 23%-29% N/A 11%-45% 7%/11%

91.2 33.6 38.0 2.5 6.3 15.6
4.8-6.2
51%/96%*
4.7

Source: MSN, VCSC (*Like-for-like growth, which excludes contributions from the divested feed business)

Summary of key AGM resolutions:

Shareholders approved 2022 guidance for revenue of VND90tn-100tn (USD3.9bn-4.4bn) and
NPAT-MI of VND4.8tn-6.2tn (USD210mn-271mn) in its most conservative and optimistic
scenarios, respectively. Our forecasts broadly align with the lower range of the company’s
guidance.

Shareholders also approved an ESOP of up to 0.5% of outstanding shares with a one-year
lock-up period.

Furthermore, shareholders approved a private placement with a potential issuance of ordinary
shares of up to 12% of total outstanding shares, in which up to 99 investors — including
strategic investors and professional securities investors — would patrticipate. If carried out,
this issuance would be executed in either 2022 or before the 2023 AGM. The lock-up period
is three years for strategic investors and one year for professional investors. At MSN'’s 2020
and 2021 AGMs, the company also made similar proposals; however, no issuance has taken
place up to now. We believe that receiving shareholder approval for this private placement
plan will give MSN the flexibility to take swift action when opportunities emerge.

Additionally, shareholders approved an issuance of convertible bonds in the international
market of up to USD500mn with a tenure of five years. This issuance is expected to be
executed in 2022 and/or 2023. Shareholders also approved an issuance plan of new shares
for conversion of bonds of up to 5% of MSN’s total outstanding shares post conversion.
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Key takeaways from Q1 2022 results:

In Q1 2022, revenue declined 8.9% YoY while NPAT-MI surged 753.5% YoY to VND1,596bn
(USD69mMn). Revenue was mainly dragged by the deconsolidation of the feed segment in
November 2021. Excluding 2021 feed revenue, LFL revenue growth was 12% YoY, which was
driven by high double-digit growth at MCH and Masan High-Tech Materials (MHT) and a new
contribution from Phuc Long. Meanwhile, WCM experienced single-digit growth.

There was a significant improvement in profitability as MSN’s EBITDA margin was 20.1% in
Q1 2022 vs 15.7% in Q1 2021, which was primarily driven by MCH, MHT and TCB.
Additionally, WCM'’s profitability continued to improve on the back of results delivered from
negotiations with suppliers and cost control. Phuc Long generated a high-teen EBITDA
margin.

Consolidated margin was partly offset by Masan MEATLife (MML) due to the deconsolidation
of feed business as well as lower live hog prices amid rising animal feed prices.

In Q1 2022, MSN recorded a one-off financial income from (1) the revaluation of the 20% stake
in Phuc Long from the first tranche of this acquisition, and (2) one-off fee income from the
transaction with De Heus. Excluding this gain, NPAT-MI still surged 440% YoY, which we
attribute to operating leverage obtained from (1) increased sales from MCH (40.7% gross
margin), (2) increased sales from MHT (17.4% gross margin) and (3) new contributions from
Phuc Long (68.5% gross margin).

MSN’s Q1 2022 revenue/NPAT-Ml/recurring NPAT-MI completed 20%/34%/21% of our
respective full-year forecasts.

A summary of MSN’s Q1 2022 results and our additional comments are presented on the
next page.

See important disclosure at the end of this document WWW.VCcsc.com.vn | VCSC<GO> April 29, 2022 | 3


http://www.vcsc.com.vn/

VIET CAPITAL @,
SECURITIES

Figure 2: MSN’s Q1 2022 results

Q1 Q1
VND bn 2021 2022 YoY VCSC comments
Net revenue @ 19,977 18,189 -9%
Mainly driven by convenience foods (+35% YoY — accounting for 32% of MCH’s
0, — i 0, ’
MCH 5,494 6.448 17% sales), processed meat (+58% YoY — accounting for 6% of MCH'’s sales) and

seasonings (+7% YoY — accounting for 30% of MCH’s sales), partly offset by
-8.7% YoY growth in home personal care due to the early Tet Holiday in 2022.

Mainly driven by a higher number of minimart stores, the fresh-focus assortment
and improved store concepts amid increasing consumer preference for minimart
shopping. Nevertheless, LFL revenue/sgm of WinMart (supermarket) and
Winmart+ (minimart) fell 6.2% and 4.4%, respectively. We attribute the drop for
Winmart+ due to Q1 2021’s high base that was elevated by consumers stocking
up on goods due to COVID-19. Regarding Winmart, we believe increasing

WCM 7,242 7,297 1% consumer preference for minimart shopping has affected supermarket sales on
some level; another quarter of results is needed before drawing a conclusion for
this chain’s performance. New supermarket pilot stores with better layouts
performed well and achieved 8% growth in revenue/sqgm compared to existing
stores.

Store counts of WinMart and WinMart+ respectively reached 124 and 2,708 as of
Q12022 vs 122 and 2,619 at YE2021, respectively.

Mainly dragged down by the deconsolidation of the feed business.

Meanwhile, LFL growth was 5.4% YoY thanks to 31% YoY growth from the 3F

MML 4,704 931 -80% Viet segment that was offset by a 4% YoY drop in branded pork and 57% drop in
pig farm revenue mainly due to lower average pork and live hog prices,
respectively.

MSN acquired a controlling stake in Phuc Long in January 2022.
70% of revenue was generated from flagship stores and 14% from kiosks.

Phuc L Herit - 257 N.M.
tc ~ong Hertage Phuc Long operated 78 flagship stores, 13 mini-stores and 760 kiosks (+160 vs
YE2021) as of Q1 2022.
MHT 2,963 3,930 33% Driven by rising commodity prices and strong demand for tungsten.
EBITDA 3,142 3,655 16%
MCH 1,142 1,466 28% EBITDA margins advanced 1.9 ppts YoY to 22.7% as gross margins improved by

1 ppt. Meanwhile, SG&A/revenue dropped 1.8 ppts.

WCM’s EBITDA margin improved to 2.2% in Q1 2022 from 1.8% in Q1 2021, which

was backed by further improvements in total commercial margins (TCM) through
WCM 131 164 25% negotiations with suppliers and cost optimization (e.g., store operations and

logistics). MSN believes EBITDA margin in H2 2022 will more than double Q1

2022’s margin.

EBITDA margin dropped to -3.0% in Q1 2022 from 10.6% in Q1 2021 due to the

deconsolidation of the feed business as well as lower live hog prices amid rising

MML 498 -28 N.M. animal feed prices. In order to generate sustainable margin, MML plans to
increase the contribution of processed meat from 13% currently to 50% by
YE2025.

Phuc Long Heritage N/A a7 N.M.

MHT 478 878 84% EBITDA margin increased to 22% in Q1 2022 from 16% in Q1 2021.

0 Please see our Earnings Flash, TCB - NIM, lower provisions make up for drag on
TCB'’s contribution 943 1,178 25% . . .
° pond portfolio, dated April 26, 2022, for more details.

Others -50 -63 N.M. Overhead expenses at the holdco level and other items.

NPAT 343 1,895 453%

NPAT-MI 187 1,596 754%

Recurring NPAT 343 1,199  250% One-off financial income as mentioned above.

Recurring NPAT-MI 187 1,010 440%

Source: MSN, VCSC. ® MSN'’s consolidated revenue is lower than the sum of its subsidiaries’ revenue due to intercompany transactions
between MCH/MML and WCM.
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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

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.

NOT RATED

A rating may be suspended, or coverage terminated, if fundamental information is
RATING SUSPENDED, deemed insufficient to determine a target price or investment rating or due to a
COVERAGE TERMINATED 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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Analyst Certification of Independence

We, Ha Huynh and Nam Hoang, hereby certify that the views expressed in this report accurately reflect our personal views about the subject
securities or issuers. We also certify that no part of our 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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