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Company Update
Recommendation BUY
HOSE: SCS
Transportation infrastructure
Current price (VND) 173,600
Target price (VND) 201,400
Expected share price return 16.0%
Expected dividend yield 4.6%
Expected total return 20.6%
Stock performance (%)
YTb 1M 3M 12M
Absolute 8.8 11.3 10.6 38.9
Relative 10.6 9.5 12.1 20.3

Source: Bloomberg
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Ownership
Gemadept Corporation o
(GMD) 31.8%
Airport Corporation of o
Vietnam (ACV) 12.9%
AA41 Aircraft repairing company - 12.4%
preferred shareholder
Stock Statistics  15-Apr-22
Bloomberg code SCSVN
125,600~
52-week range (VND) 175,000
Shares O/S (m) 51
Mkt cap (VND bn) 8,830
Mkt cap (USD m) 381
Foreign room left (%) 24.8
Est. free float (%) 30.7
3m avg daily vol (shrs) 17,988
VND/USD 23,200

Index: VNIndex / HNX  1,468.46/422.03

SCS - BUY

18-Apr-22

Saigon Cargo Services Corporation (SCS VN)

We reiterate our BUY recommendation with a TP of VND201,400/sh
(+20.6% TSR) on the back higher ASP and cargo volume.

Events: SCS ended FY2021 with VND839.1bn of revenue (+21.1% YoY) and surpassed
our expectations by 7.3%. Total cargo volume reached 227,940 tonnes, slightly lower
than our forecasts by 3.3% but ASP increased by an avg. of 12.6% during the year,
mostly thanks to the 4Q2021 contract renewal period. As the result, revenue
generated from the core cargo business increased by 22.6% YoY and contributes
94.6% to SCS'’s blended revenue in 2021. The office rental business remains stable
with 1.3% YoY revenue growth and the apron rental segment grew 1.2% YoY to
VND1.2bn (stilllower than the pre COVID-19 pandemic in 2019 of VND7.4bn). Despite
higher cargo fees, SCS's gross margin in 2021 remains stable at 77.7% (vs. 77.6% in
2020) driven by 1) the low revenue generated by the apron rental segment and 2)
higher labor costs (~+20% YoY) which we believe is underpinned by COVID-19 tests
and prevention measures. SCS's reported VND529.0bn of net profit, +22.9% YoY and
5.5% above our expectations.

Outlook and forecast changes: We factor a 3.5% YoY ASP increase in 2022 as
contract renewal is effective from 4Q2021. As stated in our last report, we maintain
our belief of higher cargo volume in 2022 on the back of inventory refill post pandemic.
As international commercial flights resumed in early 2022, belly cargo will grow again.
As 1Q2022, SCS's international cargo volume grew strongly by 40.8% YoY which will
be the key catalyst for SCS in 2022. Domestic volume declined by 34.6% YoY in
1Q2022, thus we forecast a 7.0% blended cargo volume growth for SCS in 2022
(243,884 tonnes), 3.1% lower than our previous forecast. With flat outlook for other
segments, we expect SCS to deliver VND931.8bn of revenue in 2022 (+11% YoY) and
VND591.5bn of net profit (+11.8% YoY), arevise up by 8.1% and 6.2% vs. our previous
forecasts respectively thanks to a higher ASP.

Valuation: We continue to value SCS based on DCF methodology and derive a new TP
of VND201,400/sh (+20.6% TSR) for SCS stock while rolling our valuation to FY2022.
We maintain our BUY recommendation. We like SCS as a debt free company and its
strong positioning in HCMC air cargo business. We also like SCS for its high cash
position, ready to expand capacity to meet increasing demand and to participate into
the new Long Thanh airport project when needed.

2019 2020 2021 2022E 2023E
Net Sales (VNDbn) 748 693 839 932 1,054
Growth (%) 10.8 -7.4 21.1 11.0 13.1
EBITDA (VNDbn) 582 525 628 704 805
Growth (%) 12.8 -9.8 19.6 12.1 14.3
Net Profit (VNDbn ) 466 430 529 592 699
Growth (%) 20.9 -7.7 22.9 11.8 18.1
EPS (bonus-adjusted, VND) 9,307 8,510 10,425 11,657 13,765
Growth (%) 20.6 -8.6 22.5 11.8 18.1
ROE (%) 49.4 42.6 46.7 44.1 44.2
ROA (%) 45.6 39.7 42.2 39.1 39.6
Net debt/EBITDA (x) -0.4 -0.5 -0.9 -1.4 -1.6
EV/EBITDA (x) 14.8 16.7 13.9 11.8 10.0
PER (x) 18.7 20.4 16.7 14.9 12.6
PBR (x) 8.7 8.7 7.1 6.1 5.1
DPS (VND) 8,000 8,000 8,000 8,000 8,000
Dividend Yield (%) 4.6 4.6 4.6 4.6 4.6
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SCS FINANCIALS MODEL wney 173600 (89St 201,400 NP g 30
(VND bn except where stated) 2019 2020 2021 2022E 2023E 2024E
Total Net Sales 748 693 839 932 1,054 1,141
Sales growth (%) 10.8% -7.4% 21.1% 11.0% 13.1% 8.2%
CoGS ex-dep'n 105 110 140 151 165 181
SG&A 68 65 78 84 92 101
SG&A as % of sales 9.1% 9.3% 9.3% 9.1% 8.7% 8.8%
EBITDA 582 525 628 704 805 866
EBITDA margin (%) 77.8% 75.8% 74.8% 75.5% 76.3% 75.9%
Depreciation 48 45 47 47 48 51
Operating profit 527 473 574 649 749 808
Operating profit margin (%) 70.4% 68.3% 68.4% 69.7% 71.0% 70.8%
Net interest expense -14 -29 -35 -28 -52 -78
as % ofavg, net debt 5.5% 12.1% 6.4% 2.8% 4.0% 4.8%
Tax 36 35 42 47 64 88
Effective tax rate (%) 6.6% 7.0% 6.9% 7.0% 8.0% 10.0%
Minorities - - - - - -
Net profit 466 430 529 592 699 760
Net profit margin (%) 62.3% 62.1% 63.0% 63.5% 66.3% 66.6%
Cash earnings 521 482 584 646 754 818
Number of shares (m) 50.4 50.7 50.7 50.7 50.7 50.7
EPS (VND) 9,307 8,510 10,425 11,657 13,765 14,967
Bonus factor (x) 1.0 1.0 1.0 1.0 1.0 1.0
Adjusted EPS (VND) 9,307 8,510 10,425 11,657 13,765 14,967
EPS growth (%) 20.6% -8.6% 22.5% 11.8% 18.1% 8.7%
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KEY CASHFLOW AND BS ITEMS 2019 2020 2021 2022E 2023E 2024E
Increase in working capital 2 -12 5 209 =il 4
Capex 14 4 6 13 48 47
Change in investment in affiliates = = = = = =
Other cashflow items -203 -114 -334 -58 -50 -48
Free cash flow 539 469 585 854 696 743
Share issues (m) 0.4 0.3 0.3 - - -
Dividends paid 367 439 271 406 406 406
Increase in net debt -169 9 -301 -436 -299 -370
Net debt, end of year -246 -237 -538 -974 -1,273 -1,643
Enterprise value 8,497 8,572 8,272 7,836 7,536 7,167
Shareholders' equity 1,004 1,016 1,249 1,435 1,727 2,081
BVPS (VND) 19,939 20,016 24,619 28,276 34,041 41,007
Net debt / equity (%) -24.5% -23.3% -43.1% -67.9% -73.7% -78.9%
Net debt / EBITDA (x) -0.4 -0.5 -0.9 -1.4 -1.6 -1.9
Total assets 1,073 1,094 1,416 1,610 1,915 2,283
KEY RETURN AND VALUATION RATIOS 2019 2020 2021 2022E 2023E 2024E
ROE (%) 49.4% 42.6% 46.7% 44.1% 44.2% 39.9%
ROA (%) 45.6% 39.7% 42.2% 39.1% 39.6% 36.2%
ROIC (%) 44.6% 37.6% 40.0% 37.6% 37.3% 33.2%
WACC (%) 11.1% 11.1% 11.1% 11.1% 11.1% 11.0%
EVA (%) 33.5% 26.6% 28.9% 26.6% 26.2% 22.1%
PER (x) 18.7 20.4 16.7 14.9 12.6 11.6
EV/EBITDA (x) 14.8 16.7 13.9 11.8 10.0 8.8
EV/FCF (x) 15.8 18.3 14.1 9.2 10.8 9.6
PBR (x) 8.7 87 7.1 6.1 5.1 4.2
PSR (x) 11.7 12.7 10.5 9.5 8.4 7.7
EV/sales (x) 11.4 124 9.9 8.4 7.1 6.3
Dividend yield (%) 4.6% 4.6% 4.6% 4.6% 4.6% 4.6%
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DISCLAIMER

Our Recommendation System

BUY:where we believe prospective 12 month VND total return (including dividends) will be 15% or more.
HOLD:where we believe it willbe -15% to 15%.
SELL:where we believe it will be lower than -15%.

Analyst Certification(s)

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about
any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly
or indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be
aware that ACBS may have a conflict of interest from time to time.

ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative
analysis, and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other
types of research products, whether as a result of differing time horizons, methodologies, or otherwise.

Disclaimer

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties
of merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or
sell any financial instrument. Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any
affiliate, nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or
consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss,
even if notified of the possibility of such damages, arising from any use of this report or its contents. Other than disclosures relating to
ACBS, the information contained in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not
represent or warrant that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update its
opinions or the information in this report.

Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared
independently of any other interests, including those of ACBS. This report does not constitute personal investment advice or take into
account the individual financial circumstances or objectives of the investors who receive it. The securities discussed herein may not be
suitable for all investors. ACBS recommends that investors independently evaluate each issuer, securities or instrument discussed herein
and consult any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day
as aresult of changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict
actual results, which may differ substantially from those reflected. Past performance is not necessarily indicative of future results.

This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it
will be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any).

In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor shall dismiss this report
immediately otherwise it will be at his/her own risks.

ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek
advice based on their particular circumstances from an independent tax advisor. This report may contain links to third-party websites. ACBS
is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on
such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report
does not imply any endorsement by ACBS. Access to any third-party website is at the investor’s own risks, and the investor should always
review the terms and privacy policies at third-party websites before submitting any personal information to them. ACBS is not responsible
for such terms and privacy policies and expressly disclaims any liability for them.

© Copyright ACBS (2022).All rights reserved. No part of this report may be reproduced in any manner without the prior written
permission of ACBS.
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