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Saigon Beer - Alcohol - Beverage
Corporation (SAB VN)

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

Going through the drunkenness

Initiate coverage with BUY call and target price at VND 182,700

Saigon Beer - Alcohol - Beverage Corporation (HOSE: SAB) is the second largest beer producer in Vietnam
with a market share of 34%. Based on FCFF and PE methods, we recommend buy SAB with a target price
of VND 182,700. The revenue and NPAT of SAB will increase in the future because: (1) Young population
and growing middle class contribute to promoting beer consumption; (2) The recovery of tourism and the
return of football tournaments stimulate beer consumption; and (3) Strong financial position, maintaining
a stable dividend.

Young population and growing middle class contribute to promoting beer consumption

Vietnam is among the top 10 largest beer-consuming countries in the world, accounting for 2.2% of global
consumption thanks to its young population structure. The golden population period is forecasted to last
until 2038. Therefore, we expect SAB to continue to benefit from it due to being the second-largest beer
producer in Vietnam. Along with the increase in income, the demand for the premium segment grew by
12.8% (higher than the industry average of 4%). With an increased presence in this segment, we forecast
beer volume to grow by 6%/year and gross margin to improve around 35-36% during 2024F -2028F.

The recovery of tourism and the return of football tournaments stimulate beer consumption

We expect the recovery of tourism to contribute to boost SAB's revenue as (1) about 45% of visitors come
from China and Japan - two countries in the top 10 beer consumers in the world; and (2) tourism promotes
employment and service sector income, indirectly boosting beer spending. In addition, football tournaments
are also one of the factors to increase revenue for the beer industry in Vietmam. Therefore, two football
tournaments AFF Cup and UEFA taking place in 2024 can help beer consumption flourish.

Strong financial position, maintaining a stable dividend

The debt/equity ratio of SAB is at 0.04x, equaling only 1/10 compared to other beer and wine companies
in Asia. Liquidity ratios have improved over the years. For 6 months of 2023, the current and quick ratios
are at 3x. In addition, the company maintains a high dividend payout ratio of 60-80%.

Risk: (1) Risk of increased price of imported raw materials; (2) Risk of weak demand in the short term;
(3) Risk of special consumption tax (SCT); (4) Policy risks.

Year to Dec. 2022 2023F 2024F 2025F 2026F
Revenue (bn VND) 34979 32,47 37479 38,153 42,8%
OP (bn WD) 5498 485 5,706 5,964 7086
NP (bn VND) 5,500 4,956 5815 6,031 7,039
EPS(V\D) 7980 7050 8,35 8666 10,151
BPS (VND) 36,083 38419 41430 44514 48084
OPM 157 151 152 156 165
NPM 157 154 155 158 164
ROE 24 188 203 195 209
PR (¥) 195 259 219 211 180
PR (x) 43 48 44 41 38
EV/EBITDA (¥) 117 158 136 131 13

Source: Company data, Shinhan Securities Vietnam

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 firm
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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SAB's ownership structure at 12/07/2023

m VVietnam Beverage Company Limited
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Saigon Beer - Alcohol - Beverage Corporation (SAB VN) August 18th, 2023

Company background

1. History of development

Saigon Beer - Alcohol - Beverage Corporation (HOSE: SAB) was originally a small brewery founded by the French
in Saigon in 1875. By 2016, SAB was officially listed on HOSE. Over 145 years of history, Sabeco has brought
Vietnamese beer to 38 countries and territories.

2017 marked a historic milestone for SAB when ThaiBev successfully acquired SAB with a value of up to USD 4.8
billion through Vietnam Beverage. This was the record deal of the Asian beer industry made up to that time. After
the acquisition, SAB continued to grow and achieved revenue of up to VND 37,999 billion in 2019, before being
affected by the Covid-19 pandemic and Decree 100/2019/ND-CP on penalties for alcohol content violations.

Market share of beer in Vietnam

Ministry of Industry and Trade = Others

2017 2018 2019 2020 2021 2022
m Heineken NV Thai Beverage PCL Habeco Carlsberg A/S Others

Source: Company data, Shinhan Securities Vietnam

Source: Euromonitor, Shinhan Securities Vietnam

SAB is one of the two leading enterprises in the beer industry in Vietnam. SAB's market share began to shrink
from 2019 due to the expansion of Heniken Brewery. Heniken continuously launches new products such as
Heniken Silver, Heniken zero-alcohol. Compared to competitors dominating the leading market share, SAB has
the advantage of Vietnamese brands. Specifically, SAB is widely recognized through its product from mid-priced
to premium with Vietnamese flavors such as 333 beer, Saigon Chill beer. Researching and launching high-end
product lines helps businesses maintain their position and expand their market share.

2. Segments and products

The beer industry is divided into 4 segments: economy, standard, premium, and super-premium based on taste,
quality, and price.

% Economy segment: Customers are mainly low-middle-class people with prices of less than 30,000
VND/liter (equivalent to 10,000 - 12,000 VND/can). Two prominent brands in this segment include
Huda and Larue. There is also “bia hai", which is produced mainly at home and distributed at
restaurants and small eateries in rural and near-urban areas.

% Standard segment: Mainly middle-income workers with prices from 30,000 VND - 40,000 VND/ liter.
Major players in this segment include Habeco, Sabeco, Heineken, and Carlsberg. Products in the
popular segment are widely distributed from urban to rural areas through on-trade and off-trade
channels.

% Premium and super-premium segments: customers are mainly high-middle-income consumers with
the selling price of about 40,000 VND/liter. The number of companies dominating the market share in
this segment is not much, of which Heniken with Heineken and Tiger has a market share of about
68% and followed by Sabeco with Saigon Chill and Saigon Gold. Products in this segment are
distributed mainly through on-trade channels at restaurants and hotels. However, with effective
brand recognition and over a long period, high-end products of Heniken and Sabeco in this segment
have reached consumers in both rural areas and in pubs.

3
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No. | Company Target market Main segments Price Products
(VND/can)

Sabeco (SAB)  Southern Vietnam Stand_ard and 12,000 - 22,000 Sa!gon Export, Saigon Chill, Saigon Special Sleek,
1 premium Saigon Gold

Habeco (BHN)  Northern Vietnam Economy and 11,500 - 15,000 Hano! Bold, Hanoi Light, bia hoi Hanoi, Hanoi
2 standard Premium

Heniken Stand_ard and 15,000-22,000  Heniken Silver, Heniken Zero, Tiger Platinum
3 Southemn Vietnam premium

Carisberg Central Vietam ~ >ondard and 20,000-21,000  Carlsberg Danish Pisner
4 premium

Source: Company data, Shinhan Securities Vietham

In general, according to the increase in income, consumers tend to move from the affordable segment to the
standard segment and from the standard segment to the premium segment. According to Euromonitor,
premium beer is forecasted to grow at a compound rate of 12.7% in the period 2021-2026, higher than the
growth of beer industry, at only 4%.

3. Distribution channels
Volume of beer by sales channels (million liters)
3,000

2,500 1

2,000 4
1,500 A1
1,000 1
500 A
04

2017 2018 2019 2020 2021 2022
m Off-trade ™ On-trade

Source: Euromonitor, Shinhan Securities Vietnam

Regarding distribution channels, beer is consumed through two channels: on-trade consumption at pubs,
restaurants, and hotels; and off-trade distribution channels at supermarkets, convenience stores and agents.
Due to the collective culture, Vietnamese people prefer to consume beer at pubs. Therefore, before 2019, on-
site consumption is the main beer distribution channel. However, with the development of e-commerce, the
outbreak of the Covid-19 epidemic and Decree 100 on penalties for alcohol content violations, many businesses
such as SAB and Heniken have launched online sales from 2021 to compensate partially the decrease in
revenue at pubs and restaurants. Since then, the off-trade channel has surpassed the on-trade channel to
become the main sales channel.

We expect the on-trade channel to be revived from 2024 thanks to the recovery in consumption, and at the
same time, the off-trade channel will continue to grow as the decree on alcohol violations causes some
consumers to switch to consume more at home.

Regarding the distribution system, Sabeco currently owns 26 breweries with a capacity of 2.4 billion liters/year
and 11 trading companies nationwide, outperforming Heniken with only 6 breweries and 8 sales offices. The
extensive distribution network from North to South is Sabeco's strength, helping to access pubs and restaurants
on the on-trade channel. With the off-trade channel, Sabeco is currently present at convenience stores and
many e-commerce sites from Tiki to Bach Hoa Xanh.

€ Shinhan Securities
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SAB's revenue structure

100% 1

1 90% A
1 80% A
1 70% A
1 60% A
1 50% A
1 40% A
1 30% A
R 20% A
E 10%
E 0% -

90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

[Vietnam /Food and Beverages]

Saigon Beer - Alcohol - Beverage Corporation (SAB VN) August 18, 2023

4. Structure of revenue, gross profit and operating expenses

Beer is SAB's main product, accounting for nearly 90% of revenue and 98% of gross profit. Sabeco mainly
produces beer in two segments: standard and premium. The gross profit margin of the beer segment has
improved over the years, from 27% in 2018 to 35% in 2022.

The packaging and materials segment is the packaging and input materials for beer, which are mainly traded
with related parties. Therefore, although accounting for more than 10% of revenue, the gross profit margin for
this segment is very low, only about 1%.

Beverages include carbonated water products and purified water. Although the average gross profit margin is at
25%, this segment's revenue only contributes a very small proportion (1% of total revenue).

SAB's gross margin structure

100% 1

2018
| Beer

2019
Raw materials

2020

2021 2022 2018 2019 2020 2021 2022

Beverages = Others m Beer Raw materials Beverages Others

Source: Company data, Shinhan Securities Vietnam

Source: Company data, Shinhan Securities Vietnam

In the operating cost structure, the cost of raw materials has the highest proportion, with about 46-50% of the
total operating costs of the enterprise. In which, input materials including barley, hops and aluminum determine
38% of the cost of good sold and are imported by enterprises. Depending on the type, normally, enterprises
make pre-clamation of raw materials from 6-9 months. Macro fluctuations such as the Russia-Ukraine war
pushed raw material prices up in 2022. However, the pre-ordering of raw materials from 2021 contributed to
improving the 2022 gross profit margin of the beer segment to 35%, the highest in the past 10 years.

External expenses are mainly composed of selling expenses. Selling expenses in food and beverage businesses
often account for a high proportion because of the increasingly fierce competition in this field. Therefore, brand
recognition is one of the important factors to maintain revenue and market share. At Sabeco, selling expenses at
SAB remained around 12% of revenue.

SAB's operating costs structure

47.82% 46.30% 49.30% 47.08% 50.36%
2018 2019 2020 2021 2022
B Raw materials Labour costs Depreciation expense Outside service expenses Other cash expenses

Source: Company data, Shinhan Securities Vietnam
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Investment theses & Catalyts

1. Young population and growing middle class contribute to promoting beer consumption

According to World Population Review, Vietnam is in the top 10 largest beer consuming countries in the world.
Spedifically, beer consumption in Vietnam accounts for 2.2% of total world consumption. However, the level of beer
consumption per capita in Vietnam is only 67% compared to the average of the 10 largest beer consuming countries
in the world. Therefore, we believe that Vietnam is still an attractive beer consumption market.

10 largest beer consumption countries in the world (2020)

(Gallons) (Gallon/capita)
10,000,000 1 r 100
9,000,000 F 90
8,000,000 I 80
7,000,000 F 70
6,000,000 I 60
5,000,000 1 I 50
4,000,000 I 40
3,000,000 I 30
2,000,000 F 20
1,000,000 A F 10
0 - -0
China United Brazil Russia ~ Mexico Germany Japan United  Vietnam  Spain
States Kingdom
s Total consumption Consumption/capital

Source: World Population Review, Shinhan Securities Vietnam

The growth of the beer industry in Vietnam is closely tied to demographics. According to General Statistics Office
of Vietnam, Vietnam is still in the golden population period and is forecasted to last until 2038 with the average
age at 34 years old. According to Statista statistics in 2021, beer consumption among adults and middle-aged
adults (aged 25-44) accounts for 60% of total beer consumption. This is the age group that often participates in
many social activities such as parties, gatherings and special occasions. Especially after the Covid-19 pandemic,
the demand for connectivity increased, combined with the 2022 World Cup season, SAB's revenue increased by
33% compared to 2021, to the level before the pandemic. We expect that, with the current golden population
structure and post-epidemic recovery, the output of standard beer in the beer industry in general will still grow at
an average rate of 4% in the next 5 years.

Vietnam population pyramid in 2021 Beer consumption by age (2021)
- o -
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Source: danso.org, Shinhan Securities Vietnam

Source: Statista, Shinhan Securities Vietnam

According to Euromonitor, the average household income has increased over the years. By 2040, only about 32%
of households will have an income of less than $25,000/year, compared with 58% in 2021. Along with the increase
in income, the demand for premium beer will increase.

6
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According to Euromonitor, the average growth rate of the premium segment is forecasted to reach 12.7% in the
period 2021 - 2026, higher than the industry average (4%). In the premium beer segment, Tiger and Heniken
are dominating the market with a total market share of more than 60%. In recent years, SAB has also increased
its presence in this segment through the launch of premium products such as Saigon Gold (2017), Saigon Chill
(2020). The increase in revenue in this segment contributes to the improvement of gross profit margin. Therefore,
from 2024F to 2028F, we expect Sabeco's output to grow at an average rate of 6%jyear, higher than the industry
average, and gross profit margin to improve around 35%.

Forecast of income growth to the year of 2040 The growth of premium lager and beer industry
35,000 20% 1
18%

30,000
16% -
25,000 14% |
20,000 12% A
15,000 10% 1
10,000 &%
6%
5,000 4% -
0 2% A
2021 2025 2030 2035 2040 %
<= 25,000 USD 25,000 USD - 55,000 USD 2023F 2024F 2025F 2026F 2027F
55,000 USD - 100,000 USD = >= 100,000 USD == Premium Lager Industry
Source: EuroMonitor, Shinhan Securities Vietnam Nguidn: FitchSolutions, Euromonitor, Shinhan Securities Vietnam

2. The recovery of tourism and the return of football tournaments stimulate beer consumption

Nearly 50% of beer is consumed through on-trade channels such as restaurants, hotels, bars and pubs. Therefore,

the number of tourists visiting these entertainment venues also affects beer consumption through:

% Directly increasing beer consumption at restaurants, hotels and bars: Euromonitor forecasts that the
number of international tourists to Vietnam will reach 18.6 million in 2027 with a compound growth rate
of 10%/year, of which, about 45% of visitors come from China and Japan - 2 countries in the top 10 beer
consumption of the world. Visitors to Vietnam tend to seek and enjoy local drinks more. As a result,

Sabeco — characterized as a Vietnamese beer — can benefit from this demand in the next five years.

% The recovery of tourism contributes to promoting employment and increasing income for service workers
(According to the General Statistics Office of Vietnam, as of June 2023, about 40% of work force are
working in this field). Therefore, we expect the prosperity of the tourism industry to also lead to an
increase in income and indirectly boost spending of Vietnamese people on non-essential goods such as
beer.

7
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Consumption of domestic food and beverages by international and domestic visitors

(Billion VND)
70,000 1
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o International visitors Domestic visitors

Source: Euromonitor, Shinhan Securities Vietnam

One of the revenue growth factors for SAB is the occurence of football tournaments (except for 2 years of Covid in
2020-2021). 3 largest football tournaments watched by many Vietnamese indude the FIFA World Cup, UEFA
European Championship (UEFA Euro), ASEAN Football Federation Championship (AFF Cup). During the years of these
football tournaments, Vietnamese fans often gathered, drank beer and watched football. Therefore, beer sales usually
increased in these years. Among them, the UEFA Euro and AFF Cup in 2016 boosted beer sales by 12.2%, and the
World Cup and AFF Cup in 2022 increased by 32.6%, bringing revenue to pre-epidemic levels.

We expect that in 2024, AFF Cup and UEFA Euro tournaments will bring beer consumption to prosper while in 2023,
demand is still weak.

SAB's beer revenue growth in years with football tournaments
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20% A
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Source: Company data, Shinhan Securities Vietnam
3. Strong financial position, maintaining a stable dividend

SAB is one of two largest beer producers in Vietnam. SAB's debt-to-equity ratio is low, equaling only 1/10 of the
average ratio of large Asian beer and wine businesses. SAB's debt is mainly short-term debt to finance the working
capital of the business. Therefore, fluctuations in interest rates have little impact on business results of enterprises.
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Debt-to-equity structure of alcohol enterprises in Asia Cash dividend payment per share and dividend payout ratio
0.7 1 6,000 1 r 80%
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5,000
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F 50%
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0 0 - L 0%

Asahi Group Kirin Holdings ~ Treasury Sapporo  Hite Jinro Co  Sabeco 208 09 2020 201 2022
Holdings Ltd ColLtd  Wine Estates Holdings Ltd Ltd - - .
Ltd mmmmm Cash dividend payment (VND) Dividend payout ratio (%)
Source: Fiinpro, Shinhan Securities Vietmam Source: Finpro, Shinhan Securities Viemam

SAB maintained a steady cash dividend payment over the years at VND 3,500 to VND 5,000 per share, with a
cash dividend payout ratio of 60-80% over the past three years. Currently, SAB has not implemented a large
project, therefore, we expect the company will continue to maintain this dividend level in the future.

Besides, the ratios of cash ratio, quick ratio and current ratio in the first 6 months of 2023 are all improved
compared to 2022. Spedifically, the quick and current ratios are at 3x, equivalent to 2020; showing that the
business has ability to pay short-term debts. On the other hand, having an abundant amount of cash and low loan
amount shows that enterprises have enough potential to carry out investment projects.

SAB's liquidity ratios
400 1
350 A
3.00
250
2.00 A
150

1.00

0.50 1

0.00

2017 2018 2019 2020 2021 2022 6M2023

@ (3sh ratio Quick ratio Current ratio

Source: Company data, Shinhan Securities Vietnam
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Earning estimates

In the first 6 months of 2023, SAB's net revenue reached VND 14,621 billion (-11% YoY), NPAT reached VND
2,214 billion (-27% YoY). In which, selling and administrative expenses increased by 15% and 16%, respectively.
At the end of the second quarter, SAB completed 36% of the annual revenue plan and 38.3% of the profit plan.

In 2023, we forecast the Corporation's revenue to reach VND 32,247 billion (-7.81% YoY). In which, revenue from
the beer segment will fall by 10% to VND 27,369 billion. The volume is expected to reduce by 15% due to the
absence of football tournaments such as 2022 and weak demand in the first half of 2023, selling price increases
by 5% YoY to offset against the increase in the price of input materials. Ending 2023, NPAT is estimated to drop
by 10% to VND 4,956 billion.

In 2024, we expect the Corporation's revenue to prosper thanks to the AFF Cup and AEFA Euro football
tournaments along with a recovery in consumption. At the end of the year, the Corporation's revenue is expected
to reach VND 37.479 billion (+16.22% YoY). In which, beer revenue will increase by 18% thanks to 15% increase
in volume and 3% increase in selling price. NPAT will increase by 17.33% to VND 5,815 billion.

In the period 2025-2028, revenue increases by an average of 7% per year. In which, there are football
tournaments in 2026 and 2028, so we forecast beer production to increase by 10%. Beer selling price increases
by 3% per year to offset the increase in input material prices. By the end of 2028, revenue will reach VND 48,834
billion (+12.08% YoY), NPAT will reach VND 10,354 billion (+15.9% YoY).

Forecasted volume and average selling price of beer segment Forecasted revenue and gross margin of beer segment
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Source: Company data, Shinhan Securities Company

Source: Company data, Shinhan Securities Company
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Forecasted revenue and net profit of SAB (2022-2028F)

August 18th, 2023

(Unit: VND billion) 2022A  2023F  2024F  2025F  2026F 2027F  2028F
Net Revenue 34979 32247 37479 38153 42,884 43,569 48,834
Beer 30343 27369 32347 32737 3142 37511 42494
Others 4636 4878 512 5416 5742 6058 6340
Gross profit 10,771 9514 11522 11905 13,59 13,996 16,062
Operating profit 5498 4,854 5,706 5,964 7,086 7277 8,546
Net profit 5,500 4,956 5815 6,031 7,039 7216 8364
Profit margin (%)
Gross profit margin 308 295 30.7 312 317 321 329
Operating profit margin 15.7 15.1 15.2 15.6 16.5 16.7 17.5
Net profit margin 15.7 154 15.5 15.8 16.4 16.6 17.1
Growth (%YoY)
Net Revenue 32,6 -7.8 16.2 18 124 1.6 121
Operating profit 56.6 -11.7 176 45 18.8 2.7 174
Net profit 40.0 9.9 173 37 16.7 25 159

Source: Company data, Shinhan Securities Company
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Recommendation and Valuation

Recommended BUY with target price VND 182,700

We offer an initial valuation for Saigon Beer - Alcohol - Beverage Corporation with a buy recommendation and a
target price of VND 182,700 equivalent to a 17% upside compared to the current market price. From a long-term
view, SAB is an investment that can be considered for the following reasons:

1)  Young population and growing middle class contribute to promoting beer consumption;
2)  The recovery of tourism and the return of football tournaments stimulate beer consumption; and
3) Strong financial position, maintaining a stable dividend.

Valuation method

We apply a combination of P/E and Discounted Cash Flow (DCF) valuation methods with the weights of 50%
and 50%, respectively to value SAB. Based on the P/E method, we collect data from businesses in the same
industry with SAB operating in the country and in the Asia-Pacific region. The average P/E of businesses in the
statistics (except SAB) is at 23.5x. Combined with our forward EPS of VND 8,354 we expect a 12-month SAB
price target of VND 196,319.

Peer valuation

Ticker PE Mkt Can EPS Growth ROA ROE
(USD mil) (%) (%) (%)
000858 CH Equity 23.04 95,698 14.16 19.05 24.03
000568 CH Equity 30.08 48,141 314 22.09 32.53
002304 CH Equity 20.12 29,832 24.15 15.52 20.16
291 HK Equity 32.05 20,840 -4.96 8.02 16.88
TWE AU Equity 24.01 5,656 5.19 5.02 9.07
2503 JP Equity 18.65 13,326 88.32 3.36 8.59
Mean 235
EPS forward 8,354
Target price 196,319

Source: Bloomberg, Shinhan Securities Company
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For the Weighted Average Cost of Capital (WACC), we use the 10-year Vietnamese government bond yield at 3%
as the risk-free rate. Beta is calculated based on the last 5 years' historical data of SAB and VNINDEX. Based on
those assumptions, SAB's FCFF target price is valued at VND 169,091.

Weighted Average Cost of Capital (WACC)

WACC (%) 11.2
Risk-free rate (%) 3.0
Equity risk premium (%) 9.8
Beta 0.85
Debt cost (%) 8.0
The cost of equity(%) 113
Debt-to-equity ratio 0.01
Total debt (Billion VND) 866

Source: Company data, Shinhan Securities Company

FCF valuation

Unit: billion VND 2024F 2025F 2026F 2027F 2028F
Net profit 5,815 6,031 7,039 7,216 8,365
Plus: After-tax interest expense 62 > 61 60 >
Plus: Depreciation & Amortization >88 608 630 650 661
Minus: Change in working capital 681 136 386 132 43
Minus: Capx 462 412 437 439 431
Free Cash Flow (FCF) 6,684 6,420 7,679 7,619 9,297
PV of FCF 30,288

Growth rate 3%

Present value of long-term value 76,374

Enterprise value 106,662

Debt 866

Cash and cash equivalents 3,742

Minority interest 1,320

Number of shares outstanding

(billion units) 0.64

Target price (VND) 169,091

Source: Company data, Shinhan Securities Company
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PER of SAB from 2017
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PER chart of SAB
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EV/EBITDA of SAB from 2017
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PBR and ROE of SAB
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Key events chart of SAB
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ThaiBev acquired SAB

v

World Cup and
AFF boosted

o Covid-19 and

Decree 100 on fines
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Revenue increased
by 32.6% after Covid
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Risk
Risk of increased price of imported raw materials

SAB imports some input materials for beer production such as barley, hops, aluminum. The cost of imported
input materials accounts for about 38% of COGS. These materials may be affected by many macro factors
such as supply chain disruptions and increased logistics costs due to Covid-19, the Russia-Ukraine conflict,
rising oil prices; supply and demand for aluminum in the world. To cope with the risk of sharp fluctuations in
raw material costs, SAB has a policy of purchasing main materials from 6 to 9 months in advance.

Risk of weak demand in the short term

After Covid-19, many restaurants, bars and pubs reopened. However, consumer demand for non-essential
goods in the short term has not recovered as before due to income factors. According to a report by the
Department of Statistics, in the second quarter of 2023, the Mekong River Delta and the Southeast region -
the target market of SAB - had the highest unemployment rates in the country with rates of 2.65% and 2.64%
respectively. Compared to the previous quarter and the same period last year; this rate is on a downward
trend, and at the same time, the average income in some industries such as processing and manufacturing
tends to increase. Thus, beer consumption demand may not be able to recover and prosper in 2023.

Risk of special consumption tax (SCT)

SCT applied to beer is at 65% and spirits are at 35-65% depending on the alcohol level. The Ministry of
Finance is collecting opinions to add excise tax on unhealthy products such as beer, sugary drinks, etc. The
increase in excise tax on beer from 65% will increase the selling price and possibly reduce consumption
demand in the economy and standard segments of beer.

Policy risks

Many policies have been issued by the State to prevent the effects of excessive alcohol use on society, as
well as alcohol consumption in adolescence.

Decree 100/2019/ND-CP was issued in December 2019 on fines for blood alcohol content violations. After
the decree, along with the impact of the Covid epidemic, SAB's revenue in 2020 decreased by 27% compared
to 2019. Beer consumption in on-trade channels such as restaurants, hotels, and cafeterias decreased; at
the same time, consumption through off-trade channels such as e-commerce, etc. increases. SAB increased
consumption through this channel to offset the decrease in on-trade channel.

Volume of beer by sales channels (million liters)
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2,500.00 -

2,000.00 -
1,500.00 4
1,000.00 A
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2017 2018 2019 2020 2021 2022
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Nguidn: Euromonitor, Shinhan Securities Vietnam

1 € Shinhan Securities



COMPANY REPORT

[Vietnam /Food and Beverages]
Saigon Beer - Alcohol - Beverage Corporation (SAB VN)

August 18th, 2023

Appendix: Financial Statements

Statement of financial position

Statement of comprehensive income

Year to Dec. (bn VND) 2022 2023F 2024F 2025F 2026F  YeartoDec. (bnVND) 2022 2023F 2024F 2025F  2026F
Total assets 34465 34649 38358 40854 44469 Revenue 34979 32247 37479 38153 42884
Growth (%) 326 78 162 18 124
Current assets %80 27183 30917 33586 37300
Cash & equivalents 4060 580 542 8243  8ex G068 (24,208) (22,733) (25957) (26,248) (29,288)
Short-term finandial asset 19411 18481 22139 21858 24826 G'“g‘:hlzf(gf)t 10,;;; 9,.;»91: 11,1_:3 11,?1)3 13,1_;??
Accounts receivable 898 689 805 869 936 ° : - : : :
Tnventores 147 1668 2194 108 2312 SO8A (5273) (4660) (5816) (5941) (6510)
Other short-term assets 1,035 465 377 708 594 Operating Izmﬁt 5498 4854 5706 5964 7,086
Non-current assets 7605 7466 744 7268 7169 Growﬂ; (%) %6 (117) 176 45 188
Net fixed assets 4455 434 4139 403 389 opM (/o)_ 157 151 152 156 165
Tnvestment assets 134 m 1% 12 119  Non-operating profit 1316 1280 1491 1503 1,627
Other ong-term asses M0 3@ 3w sus 3w e oo 1'(% 1(0832) 1(38292) 1'(27733 lgg
Total liabilities 9874 8280 9744 9928 10,870 e
Current bifties 924 788 939 950 10568 @mmﬁxﬁt (343; (zﬁg (27553 (273 (27753
Accounts payable 2,766 2464 3,081 3,022 3,401
Short-term borrowings 659 606 m 78 gg  Pretaxprofit 6814 6134 7197 7467 8713
Others 5789 478 555 589 639 Income tax 1314 @178 (138)  (1436)  (L674)
Non-current iabiites 660 “w 395 39 30 NetGm o 5.;5003 4,(99596) 5,21;713 6,03 7,(1)3
¥ . 0, A B - 8 g
g;zrt:::nggmﬁri 322 ;gg ;gz ZZZ 251;2 NPM (%) 157 154 155 158 164
Total shareholders' equi Controling inerest 524 4673 5503 5606 6655
equity WL 32 WES N8 Jeor WG 7w o w3
Capial stock 643 643 6413 6413 64D 9 R e
Capital : ; , ,
omp':c:upgrs O Y O B§0H 3 36 166
. . 4 g b i b EBIT Margin (%) 196 192 194 198 25
Retained eamings 15565 17063 18%4 292 B o
Non-controlling interest equity 1275 1373 1451 17% 2046 onth (%) 7,«31?(; 6,(27; 7,21;21 8,1;.: 9,‘:512
*Total debt 1,033 762 832 791 84 . i : : : :
L EBITDA margin (% 212 210 210 213 220
*Net debt (cash) 2447) (35%9) (26709) (29310) (32,634) oh (k)
Key ratios
Y Sttabt:n;ec:')of cash flow Year to Dec. 2022 2023F  2024F  2025F  2026F
ear - (bn VND) 2022 2023F  2024F  2025F  2026F EPS (VD) 7080 7050 834 8666 1051
Cash flow from operations 4377 3725 5915 5526 6773 BPS (VND) 36083 38419 41430 4514 48034
Net profi 6813  613% 7197 7467 8713 DPS (VND) 3780 4797 5391 564 6645
DRAegense 561 570 588 608 630 PER (x) 195 259 29 211 180
(Galn)from investing actvies W01 @4 G107 (1,03)  (1,40) E\B/REg%DA 43 48 4 4l 38
Change in working capital (199) (810) 681 136 386 . / oo (x) o 117 158 136 131 113
Others (A767)  (1245)  (1444)  (159)  (L719) D!V?dend P:}’dwg/ﬁ'ﬂo( 0) 614 619 593 598 604
Cash flow from investments (1,867) 1425 (3,013) 92 (2,164) Wi b?:ityYI (%) 15 19 22 23 27
Change in fixed assets 6®) @9 @) @) @) "’E' iB“m A margh () 21 B o ETE 20
Change in investment assets 23%) 9% (36%) Bl (299) o) rgn {7 1;7 1;-1 1;-2 1;-6 o
Others 0 . . . ! .
. 1o e NPM (%) 157 154 155 158 164
Cash flow from financing (2098) (3341) (3380) (3647) (4220)  pon(w) 60 43 152 148 158
Changen equty - - - - - ROE (%) 24 188 203 195 209
Net borrowing @) 70 (41) 33 Stability
Dividends @419  (3070)  (3450)  (3606)  (4253) Debt to equity retio (%) 42 29 29 26 25
Changein total cash 462 1809 (478) 2841 389 Net debt ratio (%) (3025) (3486) (3398 (3599 (3465)
Bogining G . > 7 Cash ratio (%) 248 3108 2946 3142 3166
9 3609 06 580 S 8243 Interest coverage ratio (x) 149.1 939 957 1077 1172
Change in FX rates @ 2 = - = ity (%)
Enfj'ng xh ; - W6 SE0 AR 83 660 Working capital tumover (times) BL 425 B4 w4 6
Source: Company data, Shinhan Securties Vietnam Inventory tumover (days) 304 43 310 37 2.1
Receivable tumover (days) 23 29 20 24 23
Source: Company data, Shinhan Securities Vietnam
€ Shinhan Securities
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Saigon Beer - Alcohol - Beverage Corporation (SAB VN)
Share price Date Rating ™ TP gap (%)
(VND) 8B Max/Min
0% 1 18/08/2023 (Initiation) ~ BUY 182,700 -0.2 13.2/-124
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80% -

60% -
e
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—— SAB VNI

40% A \ \\
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g \
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larget price
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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
Shinhan Securities Vietnam
€ 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: Trang Vo

Important Disclosures & Disclaimers

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