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Benefiting from continued high freight rates in 2022
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BSC Equity Research

VALUATION

BSC recommend BUY for VOS shares with a fair value of VND 19,000 per share in 2022,
equivalent to Upside 17% of the closing price on June 3, 2022, based on the P/E method with
the 2022 target P/E = 6.1x.

Although VOS’s NPAT in 2022 is forecast to reach 434 billion items(-11% yoy) due to the high
base 2021 revenue recognition, however, BSC said that VOS is still being revalued as core
business remains positive results thanks to high dry freight rates.

BUSINESS RESULTS FORECAST

For 2022, BSC forecasts VOS to record revenue of VND1,944 billion (+37% yoy), NPAT of
VNDA434 billion (-11% yoy), EPS FW 2022 = 3.103, corresponding to P/E FW 2022 = 5.2, based
on the following key assumptions:

1. Average freight rate increased by +30% compared to 2021 due to high global freight
rates

2. Tonnage kilometer reached 17,130 megaton.km (+8% yoy) as a result of i) A slight
increase in global tonnage kilometer , ii) New contributions from 2 oil tankers;

3. Interest expenses reached VND78 billion (-30% yoy) thanks to a significant decrease
in debt (VND 690 billion) in 2021.

INVESTMENT THESIS
= VOS's transport business remained positive as dry freight rates continue to high in 2022
BUSINESS UPDATE

= Atthe end of Q1/2022, VOS recorded revenue of VND402 billion (+58% yoy), profit after
tax reached VND 56 billion, while the same period reached -19 billion thanks to i) Dry
freight rates continued to be high in Q1/2022, ii) New contributions from the two oil
tankers Dai An and Dai Phu.

= Gross profit margin reached 24%, down sharply from 38% in Q4 2022 due to i) Dry freight
rates in Q1 are lower than in Q4/2022, ii) 4/7 ships of VOS were repaired momentun in
Q1, therefore, there are 1.5 ships generating revenue out of a total of 3 ships .

RISK

=  Risk of freight costs or material costs

Peer VN-Index Income statement 2019 2020 2021 2022F
10.9 17.2 Net sales 1,539 1,277 1,424 1,944
2.1 2.7 Gross profit (17) (34) 453 677
25.9% 15.8% Profit after tax 51 (187) 490 434
14.8% 2.6% EPS 365 (1,338) 3,502 3,103
EPS Growth 0% -11%
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. UPDATE BUSINESS RESULTS Q1/2022

At the end of the first quarter of 2022, VOS recorded revenue of VND402 billion (+58% yoy), profit after tax reached
VND 56 billion, while the same period NPAT reached -19 billion thanks to i) Dry freight rates continued to be high in
Q1/2022, ii) New contributions from the two oil tankers Dai An and Dai Phu.

Income statement 1Q/2021 1Q/2022 %YoY Comment
=  Revenue reached VND 402 billion (+58% yoy) thanks to i) Dry
Revenue 255 402 58% freight rates continued to be high in Q1/2022, ii) New
contributions from the two oil tankers are Dai An and Dai Phu
Cost of goods sold (251) (306) 22%
= Gross profit margin reached 24%, down sharply from 38% in Q4
2022 due to i) Dry freight rates in Q1 are lower than in Q4 2021,
Gross profit 4 9% 2,506% ii) 4/7 ships of VOS were repaired in Q1, therefore, there are 1.5
ships generating revenue out of a total of 3 ships .
Financial income 25 3 -90% =  Financial income reached VND2.6 billion (-90% yoy) due to the
Financial expenses (27) (19) 27% high base in 2021 from the sale of investments in MSB (VND 22.5
billion).
Interest expenses (26) (19) -28%
Profit from affiliate company - 1 - Financial expenses reached VND19.4 billion (-27% yoy) due to a
Sellings expenses (6) (13) 107% decrease in debt of -51% of the same period when VOS has
tivel id | -t | in 2021.
G&A expenses (15) (12) 3% proactively paid long-term loans in
Operating profit (20) 56 -382%
Other income, net 0 0 -64%

= Accordingly, profit before tax reached VND 56 billion, a sharp
Profit before tax (19) 56 -386% increase from a loss of VND19 billion in Q1/2021, led by gross
profit (VND96 billion).
Coporate income tax - -

Profit after tax (19) 56 -386%

Minority shareholder benefits - -

Parent company shareholder profit (19) 56 -386%
Gross profit margin 1% 24%
Net profit margin - 14%

Source: VOS Financial Statements
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. BUSINESS OUTLOOK FOR 2022
BUSINESS ACTIVITY REMAINS POSITIVE THANKS TO HIGH FREIGHT RATES IN 2022

The BSC expects dry goods production to increase slightly in 2022, thanks to i) Restructuring of coal and grain supply in

EU ,ii) The demand for iron ore imports from China recovering in 2Q/2022. Tonnage kilometer is forecast to increase by

+1.6% yoy in 2022, while ton volume is expected to be flat (+0.3%) due to slowing import demand in the US, and the EU.

Figure 1: The tonnage kilometer of dry goods forecast to increase +1.6% yoy in 2022

Ton %
Shippin
Sl 2018 2019 4%
output
Iron ore 1,472 1,475 1,454 1,502 1,517 1,527 1,538 2% : L6%
% 1% )
%yoy 02%  -14%  33%  10% | 07%  07% 0.7% 0.7% 0.4% 0.3%
Coal 1,206 1,270 1,293 1,175 1,231 1,236 1,250 -0.4% :
%yoy 5.3% 1.8% -9.1% 4.8% 0.4% 1.1% Iron ore Coal Grain|;  Other dry Sum :
Grain 475 474 479 515 523 503 521 goods
%yoy -0.2% 1.1% 7.5% 1.6% -3.8% 3.6%
Other dry -3.8%
goods 1,937 2,016 2,046 1,990 2,097 2,117 2,168 ) )
Tonnage kilometer (Megaton- Mile)
%yoy 4.1% 1.5% -2.7% 5.4% 1.0% 2.4%
SUM 5090 5235 5272 5182 5368 5383 5477 Ton volume (Megaton)
%yoy 2.8% 0.7% -1.7% 3.6% 0.3% 1.7%

Source: Clarksons Research

The BSC's comments are based on the view of three main dry commodities: coal, grain and iron ore:

1. Coal /grain rotations will increase by +4%/-0.4% in 2022 as supply restructuring forces countries to look for
alternative sources further.
i) The sanctions, which ban coal imports from Russia, have forced EU countries to seek alternative supplies in the

US, Australia, Colombia, Africa and Indonesia. In 3M/2022, coal imports by sea from non-Russian countries to
Europe reached 15.2 million inches(+45% yoy), of which, the US (up +63% yoy), Colombia (up +48% yoy). BSC
thinks this shift will last until the end of 2022 when i) Russia supplies up to 38% of coal production to Europe,

ii) Russia-Ukraine tensions continue.

Figure 2: Coal imports by sea in the EU (Jan- Mar) Figure 3: Coal imports in the EU increased sharply in Q1/2022
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BSC

i) Similar to coal, many of the world's major grain importers, such as China and Europe, also have to look for

alternative supplies due to i) Ukraine-Russia tensions that disrupt supply, ii) and food export bans in many

countries to control inflation. BSC thinks this trend will last until the end of 2022 when i) Russia and Ukraine

supply up to 25% of global grain production ii) emergency export bans end at the end of the year.

T Country Types of goods banned from export Market share End date

1 Argentina Soybean oil, soy flour Soybeans: 3.6% 31/12/2022

2 Algeria Pasta, derived from wheat, vegetable oil, sugar 31/12/2022

3 Egypt Vegetable oil, corn 12/6/2022

4 India Wheat Wheat: 3.1% 10/6/2022

5 Kazakhstan Wheat, flour Wheat: 1.9% 15/6/2022

6 Kosovo Wheat, corn, flour, vegetable oil, sugar salt. 31/12/2022

7 Urkaine Wheat, oats, millet, sugar Wheat: 8.5% 31/12/2022

8 Russia Sugar, sunflower seeds 31/8/2022
Wheat, flour, barley, corn Wheat: 13.1% 31/12/2022

9 Seria Wheat, corn, flour, oil Corn: 1.2% 31/12/2022

Source: BSC Research
i) Shifting supply will _slightly increase coal/qrain rotations across thecountry. Because trade routes will be

rerouted according to the changed supply. In addition, shipping time from new suppliers such as the US,
Australia, Colombia, Africa and Indonesia will be 2-4 times longer than from Russia and Europe due to the

longer shipping distance.

Figure 4: Comparison of shipping times from countries to Europe

Figure 5: Location of coal trade recruiters in the world
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2. Iron ore rotations will increase by +0.7% in 2022 thanks to i) China implementing policies to re-stimulate the real estate

industry, ii) well-controlled epidemics in China, enabling construction projects to restart. Accordingly, BSC expects steel

demand to gradually return in 2H/2022, stimulating the demand for iron ore transport globally.

BSC Equity Research
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Figure 6: Rebar production in China begins to recover from Mar/2022 Figure 7: Steel consumption in China remains low compared to the

same period in 2019-2021
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BSC assume supply of ships would remain limited in 2022-20 23 as (i) The rate of bookings of new ships/existing fleets
remained at its lowest level since 1996 — reaching 6.6% in May/2022; ii) The delivery of new construction vessels is

expected in 2024-2025. Total ship capacity is forecast to increase by 2.7%/2.2% in 2022-2023, respectively. This growth is
even lower than the 2020-21 which is 3.4% yoy.

Figure 8: The proportion of new ships/fleet reached 6.6% - the lowest in Figure 9: Expected ship capacity to increase +2.7%/2.2% by 2022
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Source: Clarksons Research, IHS Markit

Therefore, dry goods transport enterprises such as
VOS will continue to benefit from hight freight rate in 2022. BSC makes a forecast of VOS's business results based on the

baseline scenario: The Baltic Handysize Index averages 1.750 points in 2022, 30% higher than the 2021 average.

For 2022, BSC forecasts that VOS’s revenue will reach VND1,944 billion (+37% yoy), NPAT of VND434 billion(-11% yoy),
based on the following assumptions:

i) Average freight rates increased by +30% compared to 2021 thanks to the benefit of global dry freight rate
remaining high due to a slight increase in demand for tonnage, while ship capacity remained limited.
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i) Tonnage kilometer of 16,100 megaton .km of nitrogen (+8% yoy) thanks to i) Benefited from dry freight from
further journeys from Europe, ii) New contributions from 2 oil tankers Dai An and Dai Phu.

BSC forecast gross profit of VOS reach 35% in 2022 based on the scenario where the average Brent oil price will reach 118
USD/bbl, 75-80% higher than the 2021 average oil price (565-70/bbl).

Figure 10: Baltic Handysize Index 2020 — May/2022
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Source: Bloomberg
. BSC forecasts gross profit of VND 677 billion
(+49% yoy), thanks to i) The high-cost dry goods transport segment, and ii) the transport segment oil: contributed by 2 new
ships. However, EBT only reached VND448 billion (-11% yoy) due to the high base level of 2021. If eliminating the revenues
recorded once in 2021 including (i) Profit from liquidation of MSB investment (VND 138 billion). iii) Ship liquidation (VND
94 billion), the profit from VOS' core business activities in 2022 still increased + 64% compared to 2021.

Figure 11: Profit from VOS' core business activities (eliminating financial Figure 12: Evolution of oil prices and freight rates in the period o
income, financial expenses, other profit) 2015 - 2021
%
2500 The current BHSI index is 200
800 anchored 3.5 times higher than 180
the 2015-2020 average.
700 2000 ¢ 160
600 140
500 1500 } 120
400
100
300
1000 80
200
60
100
(100) 2015 2016 2017 2018 2019 2020 2021 2022F 20
(200) 0 0
© A
(300) S T L
& & F S
Gross profit Profit after sellings expenses, S S - S o - S »

SG&A expenses
Baltic Handysize Index e Brent Oil

Source: Clarksons Research, IHS Markit

BSC Equity Research Bloomberg: RESP BSCV Page | 6



Business update report
03/06/2022 — HSX: VOS

. BUSINESS RESULTS FORECAST

BSC

For 2022, BSC forecasts VOS to record revenue of VND1,944 billion (+37% yoy), profit after tax of VND434 billion(-11%

yoy), EPS FW 2022 = 3,103, corresponding to P/E FW 2022 = 5.2, based on the following key assumptions :

= Average freight rates increased by +30% compared to 2021 thanks to the benefit of dry goods rates in the world
remaining high due to a slight increase in demand for tonnage, while train capacity remained limited.
= The tonnage kilometer of 16,100 megaton.km(+8% yoy) thanks to i) Benefiting from dry cargo shipments from

longer journeys, ii) New contributions from the two oil tankers Dai An and Dai Phu.

= Interest expense reached VND78 billion (-30% yoy) thanks to VOS having paid VND690 billion in 2Q/2021,
accordingly, the value of loans in early 2022 reached VND637 billion (-52% of compared with the same period

last year).

BSC noted that the profit from business activities reached VND 443 billion (+25% yoy), while NPAT only reached VND434
billion (-11% yoy) due to the same period recording a surge in revenue from i) Interest exemption (VND 56 billion), ii) Profit
from liquidation of MSB investment (VND 138 billion). iii) Ship liquidation (VND 94 billion).

Business results Forecast 2019 2020 2021 2022F
Net sales 1,539 1,277 1,424 1,944
Tonnage kilometer 20,143 21,698 15,269 16,032
% yoy 9% 8% -30% 8%
Selling price 76 59 93 121
% yoy -16% -23% 58% 30%
Cost of goods sold (1,555) (1,311) (971) (1,267)
Gross profit (17) (34) 453 677
Gross margin -1% -3% 32% 35%
Financial income 14 12 158 25
Financial expenses (94) (123) (110) (78)
Interest expenses (92) (122) (102) (78)
Profit/(loss) from the joint venture company 2 - 2 2
Sellings expenses (43) (27) (43) (49)
G&A expenses (45) (88) (105) (134)
Operating profit (183) (260) 354 443
Other income, net 235 73 151 5
Profit before tax 51 (187) 505 448
Coporate income tax (0) 0 (15) (13)
Profit aftex tax 51 (187) 490 434
Profit non-controlling shareholders - - - -
Parent Company’s NPAT 51 (187) 490 434
EPS 365 (1,338) 3,502 3,103
Net profit margin 3% -15% 34% 22%

BSC Equity Research

Bloomberg: RESP BSCV

Source: BSC Research forecast
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V. VALUATION AND RECOMMENDATIONS

We recommend BUY VOS shares with a fair value in 2022 of VND 19,000/share, equivalent to Upside 16% (compared to
the closing price a dated June 3, 2022), based on the P/E method with the 2022 target P/E = 6.1x. Although VOS’ NPAT in
2022 is forecasted to reach 434 billions of ng(-11% yoy), but BSC thinks VOS shares will still be revalued as the core business
remains positive when dry freight rates are high.

P/E method Value
EPS FW 2022 3,103
Target P/E 6.1x
Fair value 19,000

Source: BSC Research forecast

V. RISK

e Freight risks: Supply disruptions caused by i) Russia-Ukraine war and ii) Bans on coal imports, food exports, were
resolved earlier, resulting in prices adjusting earlier than expected.
e  Material cost risks: Oil prices fluctuated more than expected, affecting VOS profit margin forecasts.
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APPENDIX

BSC

IS ( DONG Billion ) 2019 2020 2021 2022 CF ( DONG Billion ) 2019 2020 2021 2022F

Net sales 1,539 1,277 1,424 1,944 (Loss)/EBT 51 - 505 448

Cost of goods sold (1,555) (1,311) (971) (1,267) Depreciation 338 314 309 290

Gross profit (17) (34) 453 677 Change of working capital (234) - (22) (117)

Sellings expenses 14 12 158 25 Other adjustments 88 - (84) 76

G&A expenses (94) (123) (110) (78) CF from operating 243 35 709 698
activitie

Profit/loss operating (92) (122) (102) (78)

Financial revenue 2 - 2 2 Cash for purchase of (7) 59 81 (78)
fixed assets

Financial expenses (43) (27) (43) (49) Other investments 38 19 (53) (70)

Interest expense (45) (88) (105) (134) CFfrom . 31 78 28 (148)
investment activities

Profit of affiliate company (183) (260) 354 443

Other gains/losses 235 73 151 5 Dividend payments - (0) (0) -

Profit before tax 51 (187) 505 448 Money from net (367) (121) (686) (210)
borrowing

Corporate income tax (0) 0 (15) (13) Other receipts - - - -

Profit after tax 51 (187) 490 434 CF from financing (367) (121) (686) (210)
activities

Minority interest - - - -

NPATMI 51 (187) 490 434 Beginning of year CF 171 61 53 103

EPS 365 (1,338) 3,502 3,103 CF in the year (93) (8) 50 339
Ending of year CF 78 53 103 442

BS(DONG Billion) 2019 2020 2021 2022 Ratio(%) 2019 2020 2021 2022F

Cash and cash equivalents 78 53 103 442 Solvency

Short-term investment 87 87 350 420 Current ratio 0.7 0.9 15 2.1
Quick ration

Short-term receivables 548 579 503 583 0.6 0.8 13 1.9

Inventory 91 75 90 92

Other short-term asset 38 36 46 58 Capital structure

Short-term asset 843 829 1,092 1,596 Debt/Total Asset 77% 82% 63% 53%

Tangible asset 6,227 5,997 5,241 5,319 Debt/Equity 341% 450% 172% 111%

Depreciation (4,122) (4,195) (3,741) (4,032)

Investment asset - - - - Operational capacity

Depreciation - - - - Days Sales of Inventory 21 21 34 26

;z:egt—term unfinished . . . . Days Sales Outstanding 130 165 129 110

Long-term investment 96 86 25 27

Other long-term asset 67 73 103 103 Profit margin

Long-term asset 2,277 1,967 1,655 1,445 Gross profit -1% -3% 32% 35%

Total asset 3,120 2,796 2,747 3,040 NPAT 3% -15% 34% 22%

Liabilities 445 441 582 651 ROE 7% -37% 49% 30%

Short-term loans 732 471 145 110 ROA 2% -7% 18% 14%

Total short-term debt 1,176 912 727 761

Long-term loans 717 857 492 317 Growth

Other long-term debt 519 519 519 519 Net revenue growth -9% -17% 11% 37%

Total long-term debt 1,236 1,376 1,011 836 EBIT growth 28% -146% -1026% -13%

Total liabilities 2,413 2,287 1,738 1,597 EBT growth 0% -464% -370% -11%

Capital contributions 1,400 1,400 1,400 1,400 EPS Growth 0% -467% -362% -11%

Equityl surplus 2 2 2 2

Other equity 28 28 28 28 Number outstanding 140 140 140 140
shares (million)

Undistributed profit (722) (921) (421) 14

Minority shareholder - - - -

Total equity 708 508 1,009 1,444

Total capital 3,120 2,796 2,747 3,040
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DISCLAIMER

This report, of The Vietnam Investment and Development Bank Securities Joint Stock Company (BSC),
provides only general information and analysis about the enterprise. This report is not formulated to be
provided at the request of any individual organization or individual or decisions on the sale or holding
of securities. Investors should only use the information, analysis and comments of the Report as a
reference before making their own investment decisions. All information, judgments and forecasts and
views in this report are based on reliable data sources. However, Vietham Investment and Development
Bank Securities Joint Stock Company (BSC) does not guarantee that these sources of information are
completely accurate and do not assume any responsibility for the accuracy of the information referred
to in this report, nor is it liable for damages to the use of all or part of the contents of this report. All
views and statements mentioned in this report are based on the most careful, fair and reasonable
consideration in the present. However, these views and perceptions can change without warning. This
report is copyrighted and is the property of Vietham Investment and Development Bank Securities Joint
Stock Company (BSC). All acts of copying, modifying, printing without the consent of the BSC are
against the law. Any contents of this document may not be (i) copied or reproduced in any form or
methaod or (ii) provided without the approval of BIDV Securities Joint Stock Company.

10th floor & 11 BIDV Tower

35 Lime Row, Hoan Kiem, Hanoi
Tel:+84439352722
Fax:+84422200669

9th Floor Building 146 Nguyen Cong Ti
District 1, Ho Chi Minh City
Tel:+84838218885
Fax:+84838218510

https://www.bsc.com.vn

https://www.facebook.com/BIDVSecurities
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