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Bloomberg Code (FMCVN) | Reuters Code (FMC.HM)

Recovery from 2H2024

Update recommendation BUY, target price at VND 52,500

Sao Ta Foods Corporation (HoSE: FMC) is one of the leading shrimp exporters in Vietnam, always
maintaining its position in the top 5 largest shrimp exporters in the country. FMC currently owns 30%
of raw shrimp and a farming area of 505ha. 2023 was a difficult year for the shrimp industry, however,
FMC's business results only decreased by 10% (lower than the industry average of 20%). In 2024,
the situation in the first half of the year may still be gloomy because the consumer market is still
unstable, however we expect the situation to be better in the second half of the year, helping exports
recover. Based on FCFF and PE methods, we update FMC's target price at 52,500 VND, maintaining
our BUY recommendation with a retum of 17.7%.

Update Sao Ta’s business result in Q4/2023

In Q4/2023, the company's revenue reached VND 1,253 bilion (+3.5% YoY) and the parent
company's after-tax profit reached VND 82 billion (+6.5% YoY). In Q4, shrimp consumption reached
4,938 tons (+39% YoY) due to improved production from increased sales for the holiday season at
the end of the year, but revenue only increased by 14% compared to the same period last year due
to a sharp decrease in selling prices. For the whole year of 2023, Sao Ta recorded net revenue of
VND 5,087 billion (-10.8% YoY) and profit after tax of VND 305 bilion (-7.8% YoY). The business
situation of the company in 2023 is as follows:

Shrimp product: In 2023, the company produced 21,198 tons of shrimp (+3.0% YoY) and sold
17,407 tons (-3.7% YoY). The bright spot came from the company's quick shift to the Japanese
market to improve selling prices and reduce selling costs (-46% YoY), mainly due to lower shipping
costs.

Agricultural product: The company produced 1,569 tons of finished products in 2023 and sold
1,366 tons (-24.2% YoY). This business segment contributes a steady 3-4% to total revenue and
10% to gross profit each year.

We forecast FMC's revenue in 2024 to reach VND 5,670 billion (+11.4% YoY) and profit after tax to
reach VND 346 billion (+14.5% YoY) due to the expectation that the market will be better in the
second half of the year when (1) inventory levels of importing countries decrease, (2) the US seafood
trade embargo with Russia and China with Japan will indirectly create good opportunities for the
Vietnamese seafood industry, and (3) inflation subsides, stimulating consumption demand to return.

Risk (1) Risk of unfavorable weather and macroeconomic conditions, (2) Risk of weak demand

Yearto Dec. 2023 2024F 2025F 2026F 2027F
Revenue (bn VND) 5,087 5,670 6325 7,052 7,721
OP (bn VND) 2 39 405 46 528
NP (bn VND) 302 346 411 467 533
EPS (WD) 421 48% 5735 6,52 7441
BPS (VND) %166 37228 41278 4%,1% 112
OPM 57 60 64 66 68
NPM 59 61 65 66 69
ROE 139 148 160 163 166
PR (¥) 76 107 90 79 70
PR (¥) 09 14 13 11 10
EV/EBITDA (X) 92 70 62 57 56

Source: Company data, Shinhan Securities Viemam

Shinhan Securities Viemam Co., Ltd. does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the fim
may have a confiict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment dedision.
Analysts employed by Shinhan Securities Vietnam Co., Ltd. , or a non-US affiliate thereof, are not registered/qualified as research analysts with FINRA, may not be
assodated persons of the member and may not be subject to FINRA restrictions on communications with a subject company, public appearances and trading securities
held by a research analyst acoount. For analyst certification and important disclosures, refer to the Compliance & Disdosure Notice at the end of this report.
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Valuation and Recommendation

We use Discounted Cash Flow (DCF) and PE valuation methods to value FMC with 50%-50% weighted. We maintain
our BUY recommendation with a target price of VND 52,500, upside 17.7%.

Weighted Average Cost of Capital (WACC)

WACC (%) 9.5
Risk-free rate (%) 25
Equity risk premium (%) 9.0
Beta 0.93
Cost of debt (%) 45
Cost of equity (%) 109
Debt-to-equity ratio 0.2
Total debt (bn VND) 824

Source: Company data, Shinhan Securities Vietnam

DCF valuation

Unit: billion VND 2024F 2025F 2026F 2027F 2028F
Net profit 346 411 467 533 598
Plus: After-tax interest expense 27 35 43 44 50
Plus: Depreciation & Amortization 144 143 135 82 79
Minus: Change in working capital (218) 79 (498) 102 (438)
Minus: CapEx (48) 0 0 0 0
Free Cash Flow to Firm (FCFF) 252 667 147 761 289
PV of FCF 231 558 113 530 184
Growth rate (%) 0%

Present value of long-term value 1,936

Enterprise value 3,550

Minus: Debt (824)

Plus: Cash and cash equivalents 766

Minus: Minority interest (26)

Owner’s equity value 3,466

Number of shares oustanding (million) 65.389

Target price (VND) 53,002

Source: Company Data, Shinhan Securities Vietnam
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Based on the EV/EBITDA method, we collected data from companies in the same industry similar to FMC,
plus FMC's 5 year average PE with a weight of 50%. We estimate FMC's target PE at 10.75x. With the 2024
forward EPS at VND 4,834, FMC's target price is VND 51,982.

Peer valuation

Mkt Cap
Tickers Company hame PE

(bn VND)
MPC VN Equity Minh Phu Seafood Corporation 11.35 6,711
ANV VN Equity Nam Viet Corporation 14.60 4,007
SEA VN Equity Vietnam Seaproducts JSC 12.17 3,250
VHC VN Equity Vinh Hoan Corporation 11.04 14,253
IDI VN Equity International Development & Investment 12.60 2,607
Mean 11.82
5 yrs average of FMC 9.69
Target PE 10.75
EPS forward 4,834
Target price (VND) 51,982

Source: Company Data, Shinhan Securities Vietnam
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Company background

Overview of the shrimp industry

Shrimp is a key export commodity for Vietnam, accounting for 38% of the country's total seafood export revenue in 2023. The main types of shrimp exported
are whiteleg shrimp and tiger shrimp. In 2023, the total value of shrimp exports is USD 3.4 billion (-22% YoY), Vietnam ranks 3rd in shrimp exports in the world
thanks to high processing skills, so it has better selling prices despite the production cost is still high (100% higher than Ecuador and 30% higher than India).

Shrimp industry sets export target of 4 billion USD in 2024 (+18% YoY). According to VASEP, this year's shrimp exports have a lot of potential for development
as global shrimp supply, especially from Ecuador, may decrease slightly this year. Shrimp consumption demand is expected to recover from the second half of
the year when inflationary pressure subsides and inventory levels at importers decrease. This is an opportunity for shrimp prices to rebound. Overall, Vietnam's
shrimp exports are forecast to recover and increase slightly in 2024. For Vietnam currently, increasing the survival rate is also one of the urgent issues for the
development of the whole industry, because the survival rate in our country is much lower than the two leading countries when the rate is only 35%, while in
Ecuador it is 90% and India is 60-70%.

Vietnam'’s shrimp export turnover Vietnam’s shrimp export turnover
(million $) 60% 1
50%
5,000 - 4300 50% A 47% 47%
4,500 4 2604 3883 ’ 4,000
4 ! o,
4000 1 330 3,400 40%
3,500
3,000 30% {1 27%
2,500 A - 20%
2,000 20% 1 15% 16%53, 15% 18%
1,500 1%
500 1 0% - . . 3
U T T T g g 2021 2022 2023

2019 2020 2021 2022 2023 2024F

mUS mJapan © China&HK = Others
Source: VASEP, Shinhan Securities Vietnam

History of development

Sao Ta Foods Joint Stock Company was established in 1996 with the main business of processing frozen shrimp for export. Since its establishment until now,
FMC has always maintained its position in top 5 shrimp exporters of Vietnam. The company's main export markets are the US, Japan, and Western Europe...

In 2006, Sao Ta was officially listed on the Ho Chi Minh City Stock Exchange under the ticker "FMC".

Shareholder’s structure Revenue structure by products

0.80%

37.75%

24.90%

The PAN Group = C.P Vietnam Livestock Co., Ltd = Others = Shrimp products Agricultural products

Source: Company data, Shinhan Securities Vietnam
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Appendix : Financial statements

Statement of financial position Statement of comprehensive income
Yearto Dec. (bn VND) 221 202  ABF  NUF  02F  YeartoDec. (bnVND) AN AR NBF 20U 05F
Total assets 2989 3,344 3,388 3847 4329  Revenue 5,702 5,087 5670 6,325 7,082
Curent assets 18 212 225 284 344 Growth (%) or (0§ M4 16 115
Cash & equivalents 55 ) 2% 85 758 COGS (5076) (4534  (5070)  (5630)  (6269)
Shortterm financil asset 1 74 2% 3 564  Grossprofit 626 493 599 6% 789
Accourts receivable 8 B 48 W 53 GPM (%) 110 o7 106 10 12
Inventories w9 100 1139 1031 1468 SG&A (B9 o) @60 0 ()
Non-current assets 1M 122 1M 102 914  Operating profit 307 22 339 405 466
Net fixed assets 419 848 752 609 474 Growth (%) 158 (48 161 195 19
Investment assets 7 188 446 79 79 OPM (%) 54 57 60 64 66
Other long-term assets 175 ® 248 %5 287 Non-operating profit 2 12 12 1 8
Total liabilities &3 M0 958 148 1308 Finandal income n 7 63 m 8
Curtent fabilties 83 1100 W 1% 129 Financal expense &) 6 & 6 &
Accounts payab|e 83 % 85 131 103 In which: interest expenses (17) (28) (28) (35 43
Short-term borrowings 515 824 613 760 17 Net other non-operating profit 5 1 2 3 3
Others 24 182 245 245 o714 Pre-taxprofit 28 305 351 an 414
Non-curtent liabilties 10 10 1 12 14 Income tax Ul @ ) © 0
Long-tem borrowings 0 0 0 0 0  Netprofit 2 302 346 4 467
Other finandi liabiites 10 10 1 12 14 ﬁm("/o) 18 (59 1“5 186 138
Total shareholders' equity 2116 2234 2434 2699 3021 o ntrgllsgg interest 3%2 2572 361; 367: 4623
Capital stok 654 654 654 654 654 Non-controling interest 12 % 30 3% 4
Cap'rtal surplus 5% 5% 54 54 54 EBIT 46 333 379 452 57
Other capal 0 0 0 0 0 Growth (%) 139 67 138 192 145
Retained eamings 676 781 91 1,180 1461 EBIT Margin (%) 6.1 65 67 71 73
Non-controlling interest equity 192 205 235 21 312 EBITDA M8 42 495 559 610
*Total debt 515 824 613 760 917 Growth (%) 23 19 164 129 90
*Net deb (cash) @®1) 58 @) 68 (466 EBITDA margin (%) 73 84 87 88 86
Statement of cash flow Key ratios
Yearto Dec. (bn VND) w0 N2 ABF a4 2eF MM B 7 RRal  200F BRE
EPS (VND) 4605 421 484 575 65%
Cash flow from operations 35 29 3 632 104 BPS (VND) RP1 UMW6 28 M08 461%
Net profit 1 W0 %6 1 % DPS (VND) 20 2182 2282 2282 22
(Galn) from invest]'ng adivities } : B : PBR (X) 16 09 15 13 12
Crengeinworking capia N R EV/EBITDA (¥) 72 92 78 69 64
Dividend payout retio (%) 42 42 2 %5 312
Otters - - - - - Dividend yield (%) 43 68 44 44 44
Cash flow from investments (625 (4%0) 6 (159  (121)  Profitability
Change in fixed assets (281) (5%4) 48) B _ EBITDA margin (%) 73 84 87 88 86
Change in investment assets 14 (263) (9) (1 59) (121) OPM (%) 54 57 6.0 64 66
Others o) %7 NPM (%) 56 59 61 65 66
ROA (%) 13 95 103 14 14
Cash flow from financing “) 165 (37) 1 f ROE (%) 57 139 148 160 163
Change in equity ©) - - - - Stability
Net borrowing 101 309 11 147 157 Debfjg))t equity ratio (%) 244 369 252 282 304
Net debt ratio (% 194 137 4 908 764
Dhidends (4 (M (49 (M (14 Cach retio (%)( ) (69.1) 696 273) (111; (106.;
Change n total cash (181) ® (4 474 ®) yn.tere(sot/?veage ratio (x) 200 18 137 129 120
ACthtY 0,
Beginning cash mo% A 30 825 Working captal tumover (days) 74 76 ® % 106
Change in FX rates ) 1 g - g Tnventory tumover (days) 67 7 75 70 7
Ending cash 585 492 350 825 819 Receivable tumover (days) 21 2 25 26 24
Source: Company data, Shinhan Securities Vietnam Source: Company data, Shinhan Securities Vietnam
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Sao Ta Foods JSC (FMC VN)
Share performance - Reting Target price | Target price gap (%)
(VND) | Average|{ Max/Min
1‘;8; 12/07/2023 (Initation) HOLD|  49900| 214! -15.1/663
128:;0 ] 03/11/2023 (Update) BUY 65,800 -10.7 | -36.5/21.6
60% | 01/02/2024 (Update) BUY|  52500| 205! 0.8/50.0
40% A
20% A
W% M+ —
-20% A
-40% -
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Note: Calculation of target price gap based on past 12 months

Shinhan Securities Vietham

¢ BUY: Expected 12-month gain of 15% or more
¢ HOLD: Expected 12-month loss of 15% to gain of 15%
¢ SELL: Expected 12-month loss of 15% or more

¢ OVERWEIGHT: Based on market cap, largest share of sector stocks under coverage is

rated BUY

¢ NEUTRAL: Based on market cap, largest share of sector stocks under coverage is rated

HOLD

+ UNDERWEIGHT: Based on market cap, largest share of sector stocks under coverage

is rated SELL

8 1 € Shinhan Securities
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Compliance & Disclosure Notice

Analyst Certification

¢ The following analysts hereby certify that their views about the companies and securities discussed in this report are accurately expressed and that they have not
received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Diem Ngo

Important Disclosures & Disclaimers

¢ As of the date of publication, Shinhan Securities Vietham Co,, Ltd. does not beneficially own 1% or more of any dlass of common equity securities of the following
companies mentioned in this report: Sao Ta Foods JSC Corporation

¢ Shinhan Securities Vietnam Co,, Ltd. or one of its affiliates, and/or their respective officers, directors, or employees may have interests, or long or short positions, and
may at any time make purchases or sales as a principal or agent of the securities of the companies mentioned in this report.

¢ As of the date of publication, research analysts responsible for this report and members of their households do not have any financial interest in the debt or equity
securities of the companies mentioned in this report.

¢ Research analysts responsible for this report receive compensation based upon, among other factors, the overall profitability of Shinhan Securities Vietam Co., Ltd.
induding profits derived from investment banking. The analysts responsible for this report may also receive compensation based upon, among other factors, the overall
profitability of sales and trading businesses relating to the class of securities or financial instruments for which such analysts are responsible.

¢ All opinions and estimates regarding the companies and their securities are accurate representations of the research analysts’ judgments and may differ from actual
results.

¢ This report is intended to provide information to assist investment decisions only, and should not be used or construed as an offer or a solicitation of an offer to buy or
sell any securities. The information herein has been obtained from sources deemed reliable, but such information has not been independently verified and no guarantee,
representation, or warranty, expressed or implied, is made as to its accuracy, completeness, or correctness. Shinhan Securities Vietnam Co., Ltd. makes the best effort
but does not guarantee the accuracy, completeness, or correctness of information and opinions translated into English from original Vietnamese language materials.
Shinhan Securities Vietnam Co., Ltd. accepts no liability whatsoever for any direct, indirect, and/or consequential loss arising from any use of this material or its contents.
Stock selection and final investment decisions should be made at the investor’s own and sole discretion.

This report is distributed to our customers only, and any unauthorized use, duplication, or redistribution of this report is strictly prohibited.

Investing in any Vietnamese securities or related financial instruments discussed in this research report may present certain risks. The securities of Vietnamese issuers
may not be registered with, or be subject to the regulations of, the US Securities and Exchange Commission. Information on Viemamese securities or related financial
instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in effect within
the US. The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in currencies other
than the Vietnamese won is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related
financial instruments.

*

*

Distribution

¢ United States: This report is distributed in the US by Shinhan Investment America, Inc, a member of FINRA/SIPC, and is only intended for major US institutional
investors as defined in Rule 15a-6(a)(2) of the US Securities Exchange Act of 1934. All US persons that receive this document by their acceptance thereof represent
and warrant that they are major US institutional investors and have not received this report under any express or implied understanding that they will direct commission
income to Shinhan Securities Vietnam Co,, Ltd. or its affiliates. Pursuant to Rule 15a-6(a)(3), any US recipient of this document wishing to effect a transaction in any
securities discussed herein should contact and place orders with Shinhan Investment America, Inc., which accepts responsibility for the contents of this report in the
US. The securities described herein may not have been registered under the US Securities Act of 1933, as amended, and, in such case, may not be offered or sold in
the US or to US persons unless they have been registered or are in compliance with an exemption from registration requirements.

¢ All Other Jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Shinhan Securities
Vietnam Co,, Ltd. or its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not subject Shinhan
Securities Vietnam Co,, Ltd. and its affiliates to any registration or licensing requirement within such jurisdiction.
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