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Securities

- Quang Ngai Sugar JSC (QNS VN)

Bloomberg Ticker (QNS VN) | Reuters Ticker (QNS.HM)

Sugar kept good track in Q3/2023

Recommend BUY rating and target price at VND 64,200

We recommend BUY with our TP for QNS at VND 64,200 to reflect our expectation on the company
eamings in 2023-2024. We believe that QNS business result keep uplifting since (1) QNS maintain
leading position in soymilk segment and margin improvement, (2) sugar revenue’s growth rate
continue to upward, and (3) solid finance strengthens and high dividend payout ratio.

Update business results in Q3/2023

QNS sugar peaked strongly thanks to positive sugar price in Q3/2023. Sugar segment
revenue increased outstandingly by +49% YoY to reach VND 908 bn. The rise of sugar selling
prices YoY in Q3/2023 has improved the gross profit margin of the sugar segment by 13ppt YoY
t0 34.3%. In 9M2023, sugar revenue increased dramatically by 116% YoY thanks to selling prices
and volume increasing respectively by about 17% YoY and 85% YoY, according to QNS.
Therefore, gross profit margin improved by 11.1ppt to 27.6%.

The gloomy consumption of the dairy industry dragged down the revenue of the
soymilk segment. In Q3/2023, soymilk segment revenue decreased slightly by 6% YoY to VND
1,178 bn mainly due to reduced consumption of Vinasoy soymilk, especially due to weak demand
in rural areas. In 9M2023, soymilk segment revenue decreased 8% YoY to VND 3,390 bn.

Therefore, QNS's business results in Q3/2023 reached the second highest record with revenue of
VND 2,467 bn (+7.3% YoY) and net profit margin increased by 6.7ppt YoY to 22.3% due to NPAT
reaching VND 506 bn (+59.9% YoY), mainly thanks to the positive growth of the sugar segment.
In 9M2023, QNS's revenue reached VND 7,749 bn (+22.7% YoY) and NPAT reached VND 1,535
bn (+79% YoY). Thus, revenue and NPAT in 9M2023 reach 78% and 80% of our 2023 target,

respectively.

Outlook for 2023-2024
In 2024, we expected that the soymilk revenue could recovery and sugar’s revenue keep increase,

driving QNS revenue to VND 10,854 bn. As the context of global sugar volume supply will be lower
in 2024F, the sugar’s selling price might stay at high level compared to historical price. As such,
we expect that QNS gross margin maintain the expansion at 30% in 2024F. In a result, the net
margin could be 15.8% as NPAT at VND 1,716 billion.

Risk (1) The unfavorable weather could lower sugar cane volume harvested ; (2) Soymilk
demand is weaker than expectation.

Yearto Dec. 2022 2023F 2024F 2025F 2026F
Revenue (bn VND) 8,255 9,825 10,854 1194 13144
OP (bnND) 1359 1707 1816 19% 2152
NP (bn VND) 1,286 1,583 1,716 1,852 1,997
EPS (VD) 426 5259 5,701 6153 663
BPS (VD) 20914 2,124 B6% 25,184 26839
OPM 165 174 167 167 164
NPM 156 161 158 155 152
ROE 172 200 203 206 208
PR (¥) 85 106 98 90 84
PRR (x) 14 25 24 2 21
EV/EBITDA (X) 39 38 38 36 34

Source: Company data, Shinhan Securities Vietnam
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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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OM2023 updates

Items Q3/2022 Q2/2023 Q3/2023 YoY QoQ 9M2022 9M2023 YoY
(VND bn) (VND bn) (VND bn) (%) (%) (VND bn) (VND bn) (%)

Revenue 2,299 3,152 2467 7% -22% 6,313 7,749 23%

Sugar 607 1474 908 49% -38% 1449 3127 116%
Soymilk 1,255 111 1178 ©% 6% 3390 3,106 8%
Others 358 81 352 2% -59% 1,261 1,301 3%

Gross profit 734 997 860 17% -14% 1,875 2453 31%

Sugar 131 384 312 137% -19% 240 862 260%
Soymilk 572 425 507 -11% 19% 1416 1,261 -11%
Others 2 136 76 272% -44% 196 307 57%
Operating profit 364 789 551 51% -30% 1,008 1,695 68%
Netincome 317 712 506 60% -29% 858 1,535 79%

Valuation and Recommendation

We apply a combination of P/E and Discounted Cash Flow (DCF) valuation methods with the weights of 50% and
50%, respectively to value QNS. Based on the P/E method, we collect data from businesses in the same industry
that are similar in size to QNS operating in the country and in the Asia-Pacific region. The average P/E of businesses
in the statistics (except QNS) is at 11.0x. Combined with our forward EPS of VND 5,701 we expect a 12-month QNS
price target of VND 62,711.

Peer valuation

Mkt Cap EPS Growth
Ticker PE ROA (%) ROE (%)
(USD mil) (%)
BRCM IN Equity 14.27 25,413 (37.88) 573 10.03
KSL TB Equity 9.12 8,341 114.29 344 7.39
DCB IN Equity 8.74 11,065 (16.49) 6.56 9.88
HTC TB Equity 9.63 4262 (18.80) 8.56 13.85
DSIL IN Equity 9.51 5,016 (32.40) 7.77 14.83
PWRT MK Equity 14.57 4,818 (8.54) 13.29 20.34
Mean 110
EPS forward 5,701
Target price 62,711

Source: Bloomberg, Shinhan Securities Company

For the Weighted Average Cost of Capital (WACC), we use the 10-year Vietnamese government bond yield at
3.5% as the risk-free rate. Beta is calculated based on the last 5 years' historical data of QNS and VNINDEX. Based
on those assumptions, QNS's FCFF target price is valued at VND 65,657.
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Weighted Average Cost of Capital (WACC)

November 14, 2023

WACC (%) 10.31
Risk-free rate (%) 35
Equity risk premium (%) 9.6
Beta 0.86
Debt cost (%) 4.0
The cost of equity(%) 11.73
Debt-to-equity ratio 0.20
Total debt (Billion VND) 2,861
Source: Company data, Shinhan Securities Company

FCF valuation

Unit: billion VND 2024F 2025F 2026F 2027F 2028F
Net profit 1,716 1,852 1,997 2,163 2,343
Plus: After-tax interest expense 79 94 105 118 136
Plus: Depreciation & Amortization 489 491 499 504 513
Minus: Change in working capital 117 136 126 11 124
Minus: CapEx 11 11 11 12 12
Free Cash Flow (FCF) 2,156 2,290 2,464 2,662 2,856
Discount rate 091 0.83 0.75 0.69 0.62
PV of FCF 1,962 1,901 1,848 1,837 1,771
Growth rate 2%

Present value of long-term value 13,043

Enterprise value 22,258

Debt 2,861

Cash and cash equivalents 300

Number of shares outstanding (billion units) 0.30

Target price (VND) 65,657

Source: Company data, Shinhan Securities Company
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PER band chart of QNS
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Appendix : Company background

QNS's revenue structure

= Soy milk

Sugar

181% 55.5% 59.7%
.70

1. History of development

Quang Ngai Sugar Joint Stock Company (UpCOM: QNS), formerly known as Quang Ngai Sugar Company,
was established in the 70s of the twentieth century. Initially, QNS mainly traded in raw sugar (Refined
Standard - RS) and Alcohol. In 2005, the company changed its name to Quang Ngai Sugar Joint Stock
Company and officially listed on the UpCOM Stock Exchange in 2016.

The company sells the food and beverage, induding soy milk, sugar, beer, non-alcoholic beverages,
confectionery and biomass electricity. QNS currently leads the canned soy milk segment with a market share
of nearly 90% and is the second largest sugar cane producer in Vietnam.

Soy milk is the key revenue contributor of QNS with two main products, Fami and Vinasoy. This segment
contributes the highest proportion of revenue and gross profit to QNS with the proportion of 52% and 71%
respectively. Besides, the sugar segment also contributes about 24% of revenue and 15% of gross profit for
the company. QNS mainly produces sugar from cane (accounting for more than 80%) and refined sugar RE
(Refined Extra - RE) (accounting for nearly 20%). Other segments induding brewing, confectionery, and
biomass power contribute 24% and 14%, respectively in revenue and profit.

QNS's gross profit margin structure

Others mSoy milk ™ Sugar = Others

77.9% 72.8%
55.8% 52.2%

2018 2019

2020

2021 2022 2018 2019 2020 2021 2022

Source: Company data, Shinhan Securities Vietnam

Source: Company data, Shinhan Securities Vietnam

Foreign shareholders and domestic shareholders account for 19% and 81% of the ownership structure in QNS,
respectively. In which, the largest shareholder is Thanh Phat Trading One Member Limited Liability Company with
an ownership rate of 16%. This is a subsidiary in which QNS holds 100% ownership and voting rights.

QNS's domestic and foreign ownership at 10/02/2023 QNS's ownership structure at 10/02/2023

m Domestic shareholers

81%

. H Thanh Phat Trading OM Co.,Ltd  ®BOD and Family
Foreigners

= VinaCapital & Binh Duong Nutifood Nutrition JSC
Dong Tam Nutrition JSC Others

Source:Company data, Shinhan Securities Company

Source: Company data, Shinhan Securities Company
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2. Soy milk and cane sugar industry value chain

Sugar value chain
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Source: Company data, Shinhan Securities Vietnam

With the cane sugar segment, the company uses sugarcane, going through a series of processes to distribute
cane sugar to consumers.

Raw sugarcane: QNS cooperates with farmers in An Khe - Gia Lai to grow sugarcane. The agricultural
area in this region is large (87 thousand hectares), and productivity and conversion rate of sugarcane
to sugar (Commercial Cane Sugar - CCS) are high. The material area for An Khe sugar factory in 2023
reaches 25,000 hectares (+14% YoY). QNS often transfers well-tested sugarcane to farmers who have
signed cooperation contracts with QNS, which helps control yield and sugar.

Harvesting: The time to harvest and process sugar cane generally is from the quarter IV of the previous
year to quarter II of the following year. The sugar industry usually has one crop for trading whole year.

Transporting to the sugar factory: After harvesting, the sugarcane will be transported to the sugar
factory. Normally, sugarcane needs to be processed within 16 hours after harvest to ensure the quality
of sugarcane. Therefore, sugar factories are often close to raw material areas and the size of raw
material areas also affects the size of sugar mills.

Production: Sugarcane put into production goes through stages including preliminary processing -
pressing water, filtering and refining sugar. In general, the sugar refining technique is uncomplicated,
but sugar mills need to have a large capacity to gain economies of scale and improve price
competitiveness. QNS's An Khe - Gia Lai sugar factory was invested with a capacity of up to 18,000
tons of sugarcane/day (TMN). This is the sugar factory with the largest capacity in Vietnam. Invested
with modern equipment, An Khe sugar factory can optimize production and reduce loss in processing.

Distribution: Products are stored and distributed to consumers.

7 1 € Shinhan Securities
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Soy milk value chain

Source: Company data, Shinhan Securities Vietnam

In the soy milk segment, QNS uses soybeans through a series of processes to deliver to consumers.

Soybean material: Company invests in material area in 4 regions, including the Central Region, the
Central Highlands, the Red River Delta, and the Mekong Delta with an area of up to 9,000 hectares.
With genetic resources of more than 1,500 units, the Board of Directors plans to create soybeans that
are well adapted to climate change, contributing to the sustainability of domestic supply. In addition,
the company also imports 40-60% of soybeans from other countries to serve the purpose of mixing
and enhancing the flavor of soy milk.

Transportation: Soybeans are transported to the factories for production.

Production: Soybeans are transported to the factories of QNS for processing. QNS currently has 3
VINASOQY factories located in Bac Ninh, Quang Ngai, and Binh Duong with a total installed capacity of
up to 390 million liters of milk per year.

Distribution: Finished goods are delivered to consumers. Currently, QNS is focusing on traditional
channels (General Trade — GT) and supermarkets with 150,000 points of sale and cooperating with
178 distributors. As a result, QNS can effectively bring products to consumers.

8 I € Shinhan Securities
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Year to Dec. (bn VND) 2022 2023F 2024F 2025F  2026F Statement of comprehensive income
Total assets 10266 11,069 11928 12806 13771  YeartoDec. (bnVND) 2022  2023F  2024F  2025F  2026F
Cash & equivalerts 0 501 ™ 13 19% Growth (%) 125 190 105 99 102
Shortterm firenil aset 42  4m 564 6x0 685 QOGS (57%6) (6840) (7594) (8356) (9,244)
Accounts receabie 587 574 67 68 70 Grossprofit 2459 2985 3260 3568 3900
venfores " 816 o7 18l 11% GPM (%) 298 304 300 299 297
Non-current assets 4176 407 3@1 318 2731 SGRA (1100) (1,278) (1444) (1,574) (1748)
Net fixed assets 3914 340 2% 26 23y Operatingprofit i VU e 199 BeeLg
vesiment assls 3 313 313 5 0 Growth (%) 33 256 64 98 79
Other bng-tem asels % 608 639 511 3% OPM (%) 165 174 167 167 164
Total lbiltes 282 3173 3485 3818 400 MNowoperatingproft H S
Curent abiites 2750 3120 3433 3766 4,140 Flnanqal income 191 196 230 252 278
Accourts paybie 47 50 651 715 789 Fandal eqense 84) (85) ©3)  10) (124
Shorterm bormowings 1,8% 2162 2378 2615 2877 In which: interest e.xpenses (83) 84) 93) (110 (124)
S , K X
Othe fiancl ebifies 2 2 2 2 2 %) 26 B0 84 79 78
Total shareholders' equity 7465 7,896 8443 8988 9,579 NPM (%) 156 161 158 155 152
Capital stock 359 359 3569 3569 3569 Controling interest 186 153 1716 185 1997
Capital surplus 3% 354 354 34 354 Non-controlling interest 0 0 0 0 0
Other captal (159) (123) (88) (52) (16)  EBIT 1588 1946 2088 2289 2473
Retained eamings 3700 40% 4608 5117 5672 Growth (%) 55 25 73 96 80
Non-controling interest equity 0 0 0 0 0 EBIT Margin (%) 192 198 192 192 188
*Total debt 18% 2162 2378 2615 2877  EBITDA 2078 2434 2577 2780 2972
*Net deb. (cash) @603 (31%)  (4045)  (49%)  (58%9) Growth (%) 01l ¥ 19 69
EBITDA margin (%) 252 248 37 233 26
Statement of cash flow )
Year to Dec. (bn VND) 2022 2023F 2024F  2025F  2026F Key ratios
- Year to Dec. 2022 2023F  2024F  2025F  2026F
cas;:e?;woﬁtm Operations 11"353? 1;"52 2 1{'; 512 119855; 2{(:; EPS (VD) 426 5239 501 6183 663
n , : 1 / G BPS (VND) 0014 2124 B B8 2689
Depredation expense 40 488 489 491 49 DPS (VND) 3014 3800 3857 4317 4647
(Gain) from investing adtvities 159 () @ (@A @3 PER (x) 85 106 98 90 84
Change in working capital (276) ® 117 (136 (126) PER (x) 14 25 24 2 21
Others (175) 12) (10) ®) ©) EV/EBITDA () 39 38 38 36 34
Cash flow from investments (322) (633) (633) (319) (373) Divicend payout ratio (%) 703 720 674 69.9 69.8
Change in fixed assets (102) (325 (11) (11) (11) Dividend yield (%) 2.7 20 19 21 22
Change in investment assets @73)  (500)  (48)  (5%) (635 Profitability
Others 153 192 26 28 273 EBITDA margin (%) %2 48  B7 B3 16
Cash flow from financing (1,041) (874)  (941) (1,058) (1,132) OPM (%) 165 174 167 167 164
Change in equity - - . - 3 NPM (%) 156 16.1 158 155 152
Net borrowing (136) 266 216 237 262 ROA (%) 125 143 144 145 145
Diidends O (L4 @) 125 (13%) Stai:-l)ify(O/ 0 2O EEE 06 Ea
Change in total cash 2 298 278 574 583 Debt to equity ratio (%) 254 274 282 291 300
Beginning cash 179 203 501 79 1353 Net deb ratio (%) (153) (188 (1570) (1776) (1%83)
Change in FX rates 2 - - - 5 Cash ratio (%) 1636 1697 1871 2006 2119
Ending cash 203 501 779 1353 1936 Interest coverage ratio (X) 19.1 232 25 208 199
Source: Company data, Shinhan Securities Vietnam Activity (%)
Working capital tunover (times) 190 263 258 23 212
Inventory tumover (days) 77 82 86 82 8.1
Receivable tumover (days) 303 30.2 23 205 2.7
Source: Company data, Shinhan Securities Vietnam
9 1 € Shinhan Securities
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Quang Ngai Sugar JSC (QNS VN)

Target price | Target price gap (%
Share performance Date Rating rget p rget price gap ( ?)
(VND) |Average{  Max/Min

150% -
0% 14/06/2023 (Initiation) BUY| ss700| 177) 32542
100% - 09/11/2023 (Update) BUY 64,200 5451 21.5/1026
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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 ¢ OVERWEIGHT: Based on market cap, largest share of sector stocks under coverage is
¢ HOLD: Expected 12-month loss of 15% to gain of 15% rated BUY
¢ SELL: Expected 12-month loss of 15% or more ¢ 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
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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: Linh Pham

Important Disclosures & Disclaimers

¢ As of the date of publication, Shinhan Securities Vietham Co,, Ltd. does not beneficially own 1% or more of any class of common equity securities of the following
companies mentioned in this report: QNS VN

¢ 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.
including 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 dlass 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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Shanghai Representative Office

Room 104, Huaneng Union Mansion N0.958,
Luijiazui Ring Road, PuDong, Shanghai, China
Tel : (86-21) 6888-9135/6

Fax : (86-21) 6888-9139

Ho Chi Minh

Shinhan Securities Vietnam Co., Ltd.

22nd Floor, Centec Tower, 72-74 Nguyen Thi Minh Khai Street,
District 3, Ho Chi Minh City, Vietnam

Tel : (84-8) 6299-8000

Fax : (84-8) 6299-4232

Ha Noi

Shinhan Securities Vietnam Co., Ltd.

Hanoi Branch

2nd Floor, Leadvisors Building, No. 41A Ly Thai To,
Ly Thai To Ward, Hoan Kiem District, Hanoi, Vietnam.
Tel : (84-8) 6299-8000
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