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Update report
Recommendation BUY
HOSE: SCS
Air Transportation Support Activities
Target price (VND) 100,800
Market price (VND) 78,300
Expected share price return 27.9%
Expected dividend yield 5.1%
Expected total return 33.0%
Stock performance (%)
YTD iM 3M 12M
Absolute 15.1 4.1 -6.7 323
Relative 3.3 6.1 -7.9 143
Source: Bloomberg
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Ownership

Gemadept Corp 35.9%
Vietnam Airlines JSC 14.6%
41 Aircraft Repair Co Ltd 7.6%
PYN Fund Management 4.9%
BBL Asset Management Co Ltd 3.4%
Stock Statistics 05-Nov-2024
Bloomberg code SCS

52-week range (VND)  63,000-96,000

Shares O/S (m) 95
Mkt cap (VND bn) 7,382
Mkt cap (USD m) 290
Est. Foreign room left (%) 8.6
Est. free float (%) 38.2
3m avg daily vol (shrs) 179,261
VND/USD 25,400

Index: VNIndex / HNX 1,245.8/224.8

SCS -BUY

5-Nov-24

SAIGON CARGO SERVICE CORPORATION (SCS)

SCS announced its Q3/2024 earnings, showing continued positive growth and achieving
86.9% of its annual pre-tax profit target. With these results, SCS is on track to surpass
both the revenue and pre-tax profit forecasts as well as our projections for 2024, with
the growth momentum expected to be sustained through 2025-2026. We continue to
recommend buying SCS shares, though we have adjusted the 12-month target price
down to VND 100,800 per share, mainly due to theincomplete assessment of the impact
of the Long Thanh airport project on the overall industry.

Specifically, from 2027, when Long Thanh International Airport becomes operational, the
air cargo market may undergo significant changes due to: (1) a potential shift in cargo
volume, especially international cargo, from Tan Son Nhat to Long Thanh, (2) an increase
in cargo terminal space, and (3) a likely increase in the number of cargo terminal operators
in the South, adding to the current two, SCS and TCS. These factors could affect SCS's
revenue, profitability, and long-term growth potential at Tan Son Nhat.

For Q3/2024, SCS maintained robust growth with revenue reaching VND265.9 bn (+55%
YoY), where cargo terminal operations accounted for VND249.2 bn (+58% YoY). Gross
profit was VND212.8 bn (+59% YoY), with a gross margin of 80%, a 2% increase from
Q3/2023. Pre-tax profit for the quarter was VND209.2 bn (+43.8% YoY). Cumulatively over
the first nine months, revenue and pre-tax profit were VND742.8 bn and VND590.6 bn,
marking increases of 46.8% and 36.6% YoY respectively, and achieving 76.7% and 86.9%
of the 2024 plan.

SCS's cargo handling for 9M2024 remained aligned with annual projections, with a
growth rate of 30% YoY and an anticipated compound annual growth rate of 16.3% for
the 2024-2026 period. Thanks to the global economic recovery in 2024, Vietnam's air
cargo transport regained momentum with total throughput reaching 1.128 million tons
(+27.2% YoY), which included 788,000 tons of international cargo (+23.6% YoY) and
341,000 tons of domestic cargo (+36.3% YoY). SCS's throughput for 9M2024 also showed
positive results with 194,000 tons handled (+42.4% YoY), completing 78.7% of the
projected plan. This included 147,000 tons of international cargo (+50.6% YoY) and 46,000
tons of domestic cargo (+21.6% YoY).

2022 2023 2024F 2025F 2026F
Net Sales (VND bn) 851 705 944 1,052 1,173
Growth (%) 1% -17% 34% 11% 12%
EBITDA (VND bn) 740 612 804 898 1,012
Growth (%) 12% -17% 31% 12% 13%
Profit after-tax 646 498 668 724 821
Growth (%) 15% -23% 34% 8% 13%
EPS (bonus-adjusted, VND) 6,362 4,907 6,530 7,077 8,019
Growth (%) 15% -23% 33% 8% 13%
ROE (x) 0.5 0.4 0.5 0.4 0.4
ROA (x) 0.4 0.3 0.4 0.4 0.4
Net debt/EBITDA (x) - - - - -
EV/EBITDA (x) 13.8 16.7 12.7 11.4 10.1
P/E (x) 12.4 16.1 12.1 11.1 9.8
P/B (x) 5.9 5.8 5.5 4.7 4.0
DPS (VND) 5,500 3,500 4,000 4,000 4,000
Dividend yield (%) 8% 5% 5% 5% 5%
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The key growth driver for SCS in the upcoming periods remains its competitive edge over
TCS in securing new customer contracts amid a recovering trade environment. This
advantage is bolstered by the potential to expand operational capacity by up to 75% from
current levels, reaching 350,000 tons per year. Additionally, with a slight increase in cargo
handling fees at the terminal and optimized cost efficiencies when operating above
capacity, we have adjusted the revenue forecast upward by 1.8%, achieving VND944 bn
(+33.9% YoY). The gross margin is expected to rise by 3% from previous projections,
reaching 80%. Net income is projected to increase by 6.7%, reaching VND668 bn (+34.1%
YoY). For the period 2024-2026, the compound annual growth rates for revenue and net
income are estimated at 18.5% and 18.1% respectively, an adjustment from the previous
forecasts of 18.5% and 16.4%.
Unit: VNDbn Q3/2024 % YoY 9M2024 %YoY 2024 Forecast Complete pre- 2024 Forecast Complete 2025
(pre-adjusted) adjusted 2024 (adjusted) adjusted 2024 Forecast
Volume (tons) 65,568 42% 194,298 42% 246,778 79% 246,778 79% 271,455
Revenue 266 55% 743 47% 927 80% 944 79% 1.052
Gross profit 213 59% 594 52% 716 83% 752 79% 843
Gross profit 80% 80% 77% 80% 80%
margin
Pre-tax profit 186 46% 523 41% 715 73% 759 69% 852

Regarding Long Thanh airport project, which includes Phase 1 of cargo terminal with
designed capacity of 550,000 tons per year, ACV will invest 100% of the capital, equivalent
to VND4,000 bn. In terms of terminal operations, ACV plans to collaborate or grant
concessions, then collect concession fees and infrastructure usage fees from bidding
companies such as ACSV, SCS, TCS, etc. We believe that once the Long Thanh airport
becomes operational, the monopoly position of SCS and TCS in the southern region could
be challenged by new industry entrants, and an increase in terminal space will impact the
competitive pricing of handling fees as well as operational efficiency.

Given these risks, we have lowered the long-term growth rate of SCS to 1.25% from the
initial 2%, due to the inability to fully assess the impact of the Long Thanh airport on the
company's long-term growth potential.

Using the discounted cash flow method, we determine the fair value of SCS over the next
12 months to be VND100,800 per share, a decrease of 11.8% from the previous valuation.
Compared to the closing price on November 4, 2024, of VND78,900 per share, this price
represents a potential price increase of 33%, including a cash dividend of VND4,000 per
share, with a 2024 P/E of 12.1x and a P/B of 5.5x.
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DISCLAIMER

Our Recommendation System

BUY: Expected prospective total return (including dividends) in VND will be 20% or more within 12 months

OUTPERFORM: Expected prospective total return (including dividends) in VND will be from 10% to 20% within 12 months
NEUTRAL: Expected prospective total return (including dividends) in VND will be from -10% to 10% within 12 months
UNDERPERFORM: Expected prospective total return (including dividends) in VND will be from -20% to -10% within 12 months
SELL: Expected prospective total return (including dividends) in VND will be less than -20% within 12 months

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 anindependent 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 (2023). All rights reserved. No part of this report may be reproduced in any manner without the prior written
mission of ACBS.
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