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Industry: Airlines

SAIGON GOODS SERVICES JOINT STOCK

Recommendation NEUTRAL COMPANY (HSX: SCS)
WAITING FOR NEW OPPORTUNITIES

Current price: 128,500 Date: 04/01/2020 Shareholder structure

Talrget price TA 155,000 Shares outstanding (Million) 51 SAIGON AVIA INV SER 7%

Target price FA 140,000 Market capitalization (billion 6,597 HARDING LOEVNER LF 0.3%

Dividend yield 7% VND) DAIWA SECURITIES 0.2%

Upside 16.0% Avg. 6m Trading vol: 33,643  ALLIANZ SE 0.2%
% Foreign float 25.06%

Industry analyst: Valuation

Pham Quang Minh » We recommend TRACKING SCS stock with a target price of VND 140,000

minhpg@bsc.com.vn (+9.0% compared to the price on January 4, 2020), based on FCFE method

with discount WACC = 9.0%, g= 1.5%.

Technical analyst: Forecast of business performance

Nguyen Tien Duc = In 2020, BSC forecasts that SCS’s revenue will reach VND 701 billion (-

ducnt@bsc.com.vn 6.3% YoY), EAT will reach VND 478 billion (-4.9% YoY), of which station

Tjrget price: 155,000 operating revenue is estimated at VND 656 billion (-5.6% YoY).

Cyt-loss price: 114,830 = In 2021, BSC forecasts that SCS’s revenue will reach VND 760 billion

(+8.5% yoy), NPAT will reach VND 528 billion (+10.5% yoy) assuming sales
will reach 219,491 tons (+6.5% yoy) — Once it returns to the 2019 level, SCS

Share price & VN index movement
will sign a new long-term contract with VJC.

1150 160,000 Investment thesis
190,000 = (1) Being the most efficient enterprise in the field of cargo handling
950 = ' services, there is room to expand the cargo terminal at Tan Son Nhat
50,000 airport.
= (2) High dividend yield, at 7.0% - 8.0% thanks to the debt-free capital
720 40,000 structure; cash flow from operating activities is stable.
Financial result & business update
550 0 - = illi -
122019 04/2020  08/2020  12/2020 In 9M/2020, SCS recorded revenue = 495 billion VND (-9.7% yoy), EAT
e VNINDEX scs = 336 billion VND (-9.8% yoy). As for the terminal operation, cargo volume

is recovering after bottoming from T4. For the aircraft parking lot rental

. ] 0 .
SCS’s PE & VN index movement segment, revenue was 0.26 billion dong (-95.1% yoy) due to service fee

discount
19 16 = Other updates
(1) ACSV M&A is still under review. BSC believes that SCS has a great
12 advantage when ACV is both a shareholder of SCS (12.9%) and ACSV
14 (20%). However, the current difficulty related to the divestment of ACV
8 requires the approval of the Ministry of Transport.
(2) SCS intends to participate in the tender to provide cargo terminal services
9 4 at Long Thanh airport.
12/2019 04/2020 08/2020 12/2020
 VNINDEX (LH5) scs (RS In the event that SCS M&A or bidding is successful, BSC believes that this will
be a new growth engine for the business in the long term.
PE (x) 18.7 12.0 14.6 14.3 Revenue 675 748 701 760
PB (x) 8.8 6.0 6.3 6.0 Gross porfit 528 595 568 619
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49% 50% 43%
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EPS
EPS growth

437
8,745
23%

502
9,359
7%

BSC

478 528
8,900 9,834
-5% 11%

9M2020 BUSINESS RESULT UPDATE — WAITING FOR M&A STRATEGY

In 9M/2020, SCS recorded revenue = 495 billion VND (-9.7% yoy), EAT = 336 billion VND (-9.8% yoy),

of which:

e Terminal operation: Revenue reached 460 billion dong (-9.8% yoy).
e Airplane parking lot rental: revenue of 0.26 billion dong (-95.1% yoy)

IS (billion VND) Q3/2019 Q3/2020 % Change | 9M/2019 9M/2020 % Change
REVENUE 187 167 -10.4% 549 495 -9.7%
- Station exploitation 174 156 -10.5% 510 460 -9.8%
- Parking lot rental 2 0 -95.1% 5 0.26 -95.1%
- Office, parking rent 11 11 2.9% 33 33.86 3.7%
- Others 0 0 1 1.2

Cost of Goods sold (38) (37) -3.0% (114) (108) -4.9%
GROSS PROFIT 149 131 -12.2% 435 387 -11.0%
Financial income 4 8 105.4% 9 21 137.5%
Financial expense - - (0) (0)

Administrative expense (16) (15) -8.6% (50) (45) -10.1%
PROFIT FROM BUSINESS

ACTIVITIES 137 124 -9.4% 394 363 -7.8%
Other revenues 0 0 62.8% 0 0 -58.3%
Other expenses 1) 0) -22.3% (2) 2) -12.0%
Net other incomes 1) 0) -23.7% (2) 2) -10.4%
EBT 136 124 -9.3% 392 362 -7.8%
Corporate income tax 9) 9) -0.2% (20) (26) 31.2%
LNST 127 115 -9.9% 373 336 -9.8%

SERIES MINING SERVICES - OUTPUT RECOVERY

Source: SCSC, BSC Research

Commodity output is on a positive recovery track after bottoming in April. In 10M/2020, the total
volume of goods served reached 169,658 tons (-5.9% YoY). BSC believes that SLHH will maintain a
recovery momentum in Q4, expecting to reach 206,141 tons (-6%yoy) in 2020 thanks to (1) Transportation
demand has returned compared to before the epidemic, and at the same time, Q4 also is peak time. (2)
Airlines continue to promote the operation of cargo aircraft and convert passenger aircraft to cargo aircraft.

Figure: Accumulated 10M/2020, Domestic cargo
volume reached 44,020 tons (+3.0% YoY)

Figure: Accumulated 10M/2020, international

cargo volume reached 125,638 tons (-8.7% YoY)

Output of goods, thousand tons

BSC Equity Research

Output of goods, tons
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AIRPORT LEASE SERVICE SERIES — NEW LONG-TERM CONTRACT WITH VJC

In 9M/2020, airport rental service revenue reached 0.26 billion dong (-95.1% yoy) due to service fee
discount. BSC notes that the previous contract for ACV to lease the aircraft parking lot expired in February
2020. SCS has signed a new contract with VJC until Feb 2021, and is expected to sign a long-term contract
after that. In 2021, revenue from airport parking is expected to reach VND 10 billion.

OTHER UPDATE — WAITING FOR M&A STRATEGY

(1) ACSV M&A is still under review. BSC believes that SCS has a great advantage when ACV is both a
shareholder of SCS (13%) and ACSV (20%). However, the current difficulty related to the divestment
of ACV requires the approval of the Ministry of Transport. In the event that SCS M&A is successful,
BSC believes that this will be a new growth engine for SCS in the long term. Information about the
detailed plan is expected to be announced around the second quarter of 2021.

(2) SCsintends to participate in the tender to provide cargo terminal services at Long Thanh airport.
BSC assesses that SCS has sufficient capacity to deploy, however, there are concerns about
competition because VJC may also participate in the bidding. Currently, there is no information about
this bidding package, the bidding time will depend on the progress of the Ministry of Transport.

FORECAST 2020 BUSINESS RESULTS

2020 — Q4 SUSTAINABLE RECOVERY

BSC forecasts that SCS's revenue will be 701 billion dong (-6.3% yoy), NPAT will be 478 billion dong
(-4.9% yoy), of which terminal operating revenue is estimated at 656 billion dong (-5.6% yoy). ; revenue
from aircraft parking lot rental reached VND 0.35 billion (-95% yoy). Assumption of BSC: the volume of
service goods is estimated at 206,141 (-5.6% yoy).

2021 - OUTPUT BACKS TO 2019 LEVEL, SIGNING NEW CONTRACT WITH VJC

BSC forecasts revenue = 760 billion dong (+8.5% yoy), NPAT = 528 billion dong (+10.5% yoy). We
note that the plan to expand the terminal in phase 2 and build a new office building has not been reflected
in the 2021 forecast due to insufficient information. We, BSC, expect that if the plan is implemented, the
expanded terminal will be a new growth engine for SCS when the current station has exceeded 3% of
capacity, and revenue from office leasing is expected to increase by 40- 45 billion dong.

Other assumptions are updated below.
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BSC

B 2018 2019 _ 2020E _2021F

REVENUE 675 748 701 758 - In 2021, BSC expects the commodity

Station exploitation 627 696 656 706 output will recover back to the 2019

Parking lot rental 7 7 0 10 output level. In which, international

Office, parking rent 40 44 44 44 commodity output will not be affected

Others 1 1 1 1 much on the progress of reopening
commercial routes.

GROSS PROFIT 528 595 568 619 - Revenue from aircraft parking lot
leasing in 2021 is expected to reach VND
10 billion based on a new contract with
VJC.
- Average office rent is estimated to

Financial income 8 14 14 21 increase +1% YoY.

Financial expense ©) 1) 1) (2

- of which: Interest

expense ©) 1) 1) (1)

Administrative expense (67) (68) (65) (69)

OERATING INCOME 469 540 516 570

Net other incomes 2) 2) 2) )]

EBT 467 538 513 566

NPAT 437 502 478 528

Goods output 204,943 218,450 206,141 219,491

% YoY 7% -6% 6%

- International 156,127 166,290 152,155 162,806

% YoY 7% -9% 7%

- Domestic 48,816 52,160 53,986 56,685

% YoY 7% 3% 5%

VALUATION

We recommend TRACKING SCS stock with a target price of VND 140,000/share (+9.0% yoy compared to
the closing price on 04/01/2020), based on FCFE method with WACC = 9% discount, g = 1.5%. We note
that this forecast does not include the plan to expand terminal phase 2 and build a new office building, due

to incomplete information.

Table:

Table:

WACC calculation

FCFE method
Tinh toan FCFF

Long-term growth 1.5% Present value of cash flow from 2021F-2023F 2,172

Risk-free rate 2.7% Present value of final value 4,986

Beta 0.6 + Cash, cash equivalents, short-term financial

Market risk premium 10.5% investments 397

Cost of equity 9% - Preferred shares (72)
Equity 7555
Shares outstanding (million) 0.054
Gia co phiéu 140,000

*GTHT: Present value
Source: BSC forecast Source: BSC forecast
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2018 2019 2020F 2021F
Net revenue 675 748 701 760 Profit after tax 437 502 478 528
Cost of goods sold (247) (153) (133) (141) Depreciation 55 55 55 55
. 528 595 568 619 Change in networking
Gross profit capital ) 2 0) (5)
Selling expense i i i " Other adjustments (15) (12) (15) (21)
Administrative expense (67) (68) (65) (69) CF. - from operating 424 562 516 556
activities
Operating income 461 527 503 550
Financial income 8 14 14 21 Fixed asset investment 3 (13) (8) (8)
. . 1 1 2 .
Financial expense © @ @ ) Other investments (15) (181) 14 (79)
©) 1) 1) 1) CF from investing
Interest expense activities 18) (194) 7 (87)
Profits/ losses from affiliates - - - -
) 2 2 2 2 L .
Other profits/ losses @) @) ) ) Dividend paid (396) (367) (372) (372)
Profit before tax 467 538 513 567 Cash from net borrowing - - - -
Tax payment (30) (35) (36) (40) Other revenue (10) 18 - -
. 437 502 478 528 CF from financing
Profit after tax activities (406) (349) (372) (372)
NPAT — Minority interest - - - -
NPAT — Parent company shareholder asr 502 478 528 Cas.h & cash equivalents, 47 47 66 217
beginning of the year
EPS 8,745 9,359 8,900 9,834  CF during the year 0 19 151 97
Cash & cash equivalents, 47 66 217 315
end of the year
BS (billion VND) 2018 2019 2020F 2021F
Cash & cash equivalents a7 66 217 315 Liquidity ratios
Short-term investment 30 180 180 280 Current ratio 3.6 6.4 9.9 12.7
Account receivables 133 127 135 142 Quick ratio 3.6 6.4 9.9 12.7
Inventory 0 0 0 0
Other non-current assets 58 42 26 28 Solvency ratios
Current asset 268 414 558 765 Debt/ Total asset 9% 6% 5% 5%
Account payable 0 0 0 0 Debt/ equity 10% 7% 5% 5%
Tangible asset 536 496 455 415
Long-term asset in progress 1 1 1 1 Efficiency ratios
Long-term investments 100 94 88 81 Days of inventory 0 0 0 0
Other non-current assets 67 68 68 68 Days of receivables 39 29 35 35
Non-current asset 703 659 612 565
Total asset 971 1,073 1,170 1,330 Profitailitiy ratios
Short-term debt - - - - Gross profit 78% 80% 81% 81%
Other non-current liabilities 74 65 56 60 NPAT 65% 67% 68% 69%
Current liabilities 74 65 56 60 ROE 49% 50% 43% 42%
Long-term debt - - ROA 45% A47% 41% 40%
Other long-term debts 12
Non-current liabilities 12 4 4 4 Growth
Total liabilities 86 69 61 64 Net revenue growth 15% 11% -6% 8%
Paid-in capital 572 576 576 576 EBIT growth 20% 15% -5% 10%
Capital surplus 21 35 35 35 Profit before tax growth 21% 15% -5% 10%
Retained earnings 284 385 486 636
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Minority interest
Owner’s equity
Total resources

Shares outstanding (millions)

885

1,004 1,110 1,265

971 1,073 1,170 1,330
54 54 54 54

BSC

Source: BSC Research.
Khuyén céo str dung

Ban b&o c&o nay cdia Cong ty Cé phan Chiing khoédn Ngén hang Péu tw va phét trién Viét Nam (BSC),
chi cung cép nhing théng tin chung va phan tich vé doanh nghiép. Béo céo nay khéng duoc xay dung
dé cung cép theo yéu cdu cda bat ky t6 chirc hay ca nhan riéng 1é nao hodc cac quyét dinh mua ban,
ndm gil¥ ching khoan. Nha déu tw chi nén st dung céc théng tin, phan tich, binh luan cda Ban béo
céo nhu la ngudn tham khao truéc khi duwa ra nhiimg quyét dinh déu tw cho riéng minh. Moi théng tin,
nhan dinh va dw bdo va quan diém trong béo céo nay duoc dua trén nhimg nguén di liéu déng tin
cdy. Tuy nhién Coéng ty C6 phan Chirng khoan Ngén hang dau tw va phét trién Viét Nam (BSC) khong
dam bao rang cac ngudn théng tin nay la hoan toan chinh xac va khéng chju bat ky mét trach nhiém
nao ddi véi tinh chinh xac cia nhing théng tin duoc dé cap dén trong béo céo nay, ciing nhw khdng
chiju tradch nhiém vé nhiing thiét hai déi véi viéc sir dung toan bd hay mét phan néi dung cda ban bao
céo nay. Moi quan diém ciing nhw nhén dinh duroc dé cép trong bao cdo nay dua trén sw can nhac
cén trong, cdng minh va hop ly nhét trong hién tai. Tuy nhién nhitng quan diém, nhan dinh nay c6 thé
thay déi ma khong cén béo trwéc. Ban bao céo nay c6 ban quyén va la tai sdn cua Cong ty Cé phan
Chimg khoan Ngéan hang Péu tw va Phat trién Viét Nam (BSC). Moi hanh vi sao chép, stra déi, in 4n
ma khoéng co sw déng y cua BSC déu trai luat. Bat ky ndi dung nao cda tai liéu nay ciing khéng duoc
(i) sao chup hay nhan ban & bét ky hinh thic hay phuong thic nao hodc (i) duoc cung cép néu khong
duwroc sy chdp thuan cda Cong ty Cé phén Ching khoan BIDV.

BIDV Tower, 10th & 11th Floor
35 Hang Voi, Hoan Kiem, Ha Noi
Tel: +84439352722

Fax: +84422200669

146 Nguyen Cong Tru St, 9th Floor
District 1, HCMC

Tel:  +84838218885

Fax: +84838218510

https://www.bsc.com.vn
https://www.facebook.com/BIDVSecurities
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