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Sao Ta Foods (FMC)

Solid foundations overcome challenges

- Shrimp export volumes surged by +22.5% yoy in 2Q24
- Gross margin expanded thanks to lower shrimp raw costs
- Maintain HOLD rating for FMC

Facts: Shrimp export volumes drove revenue growth in 2Q24

In 2Q24, FMC released a VND1,243bn revenue (+20.7% yoy) of which revenue’s
shrimp products: +21.1% yoy (VND1,211bn) while revenue’s agricultural
products: -2.3% yoy (VND32bn). In particular:

e  Shrimp products (Figure 3):

o The export volume reached at 4,084 tonnes (+22.5% yoy) thanks
to more vibrant restocking activities.

o Whereas, average selling prices (ASPs) sit at USD10.8/kg (-3.2%
yoy/ -4.7% qoq), due to (1) weak Yen currency weighed on
Japanese consumer spending, and (2) intense competition to
shrimp supply from Ecuador, Indian... in US and EU markets.

e  Agricultural products: the volume sales inched down -1% yoy to 290
tonnes, while ASPs slumped to USD4/kg (-3.4% yoy) in our estimates.

Notably, 2Q24’s gross margin (GM) posted to 11.3%, improving by +2.7%p yoy
and +4.7%p qoq (Figure 4), thanks to high efficiency of self-sufficiency farming
areas that decreasing shrimp material costs. Meanwhile, shrimp ASPs still edged
down.

2Q24’s SG&A/revenue surged to 6.4% (+5.2%p yoy, figure 5) due to (1) the
upturn in shipping costs gradually impacted on FMC’s business, and (2) FMC
did not record the VND47.7bn anti-dumping tax refund item this quarter
(excluding this item, FMC's core business still shows good growth). At the bottom
line, NPAT-MI recorded to VND66.3bn (-3.1% yoy).

2Q24 revenue and NPAT-MI have fulfilled 98%/91% of our 2Q24 estimates in
“2H24F Seafood sector outlook”. And 6M24 revenue and NPAT-MI have fulfilled
46%/40% of our 2024 forecasts

Table 1. Quarterly earnings snapshot in 2Q24 (VND bn, %, %p)

2Q23 3Q23 4Q23 1Q24 2Q24 QoQ YoY
Sales 1,033 1,793 1,253 1,461 1,243 (15) 20
OoP 77 88 89 57 84 46 9
OP margin (%) 7 5 7 4 7 0.03 0.01
EBT 77 88 89 57 84 46 9
NPAT-MI 68 82 82 50 66 33 (3)

Source: Company data, KISVN
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https://stockkisvn.vn/wp-content/uploads/2024/06/2H2024-Seafood-Outlook_ver.2.0-1.pdf

Sao Ta Foods (FMC)

Pros & cons: Key growth catalyst could come from high self-
sufficiency rate

In 3Q24F, we think FMC'’s business results could remain recovery thanks to two
key drivers:

e Shrimp export volume: per BOD view, shrimp export volume could climb
by +10~15% yoy in 2H24F thanks to the better outlook of consumption
in key markets (Japan, US and EU);

e Shrimp material costs: Entering the main harvest season in 3Q24F,
shrimp material volumes are likely to be high (with a farming success
rate of 90%, per BOD), thereby increasing the self-sufficiency rate and
lowering shrimp COGS.

Although shrimp COGS could be lower in 3Q24F, we think FMC’s 3Q24F GM is
unlikely to swell significantly because shrimp ASPs are less of a catalyst for
growth. This is attributed to:

e Price competition pressures. We still concern about the risks of fierce
competition from Ecuadorian shrimps, especially in US and EU markets.
As data showed, Ecuador's shrimp export volume reached a record
high in April and May-24 and gaining more market shares in US and EU
(Figure 6, 7).

e The prolonged weakness of the Yen currency in Japan could weigh on
shrimp ASPs in this market for a while.

Action: Maintain HOLD rating for FMC

We maintain HOLD recommendation for FMC shares due to ongoing concerns
about competitive pressures, which may impact shrimp ASPs for an extended
period. In short-term view, based on the estimated 2024F NPAT, FMC's 1-year
PER forward is trading at 9.6x, higher than the 5-year average. We think short-
term valuation could reflect the recovery prospects.

Fig 1. Revenue soared +20.7% yoy Fig 2. NPAT-MI edged down -3.1% yoy Fig 3. Shrimps ASPs were still weak
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Sao Ta Foods (FMC)

Figure 4. GM is expanded thanks to lower shrimp
material costs

Figure 5. Selling expenses surged due to the
absence of anti-dumpting tax refund in 2Q24 and
increase in shipping expenses
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Figure 6. Ecuador shrimp supply soared in April and
May-24

Source: Company data, KISVN

Figure 7... Market share expansion to US and EU
markets
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H Company overview

Source: CNA, KISVN

Sao Ta Foods JSC was established in 1996 in Soc Trang Province. The company specialized in farming,

processing, and exporting shrimp products. FMC has been top 3 shrimp exporters of Viethnam, accounting for 5%

of shrimp market shares. The products are distributed in Japan, the US, EU, Korea and other.




Sao Ta Foods (FMC)

Balance sheet (vnDbn)  Income Statement (VND bn)
FY-ending Dec. 2020A 2021A 2022A 2023A 2024F  FY-ending Dec. 2020A 2021A 2022A 2023A 2024F
Current assets 1,200 2,150 1,877 2,132 2.622  ggles 4,415 5,199 5,702 5,087 5,938
Cash & cash equivalents 278 770 585 492 857
COGS (3,986) (4,670) (5,074) (4,594) (5,323)

Accounts & other receivables 314 377 280 280 350

Inventory 608 941 929 1,000 1.068 Gross profit 430 529 628 493 615
Non-current assets 315 1,381 1,292 1,640 1765 SG&A expenses (204) (264) (321) (201) (345)

Fixed assets 314 263 419 848 774  Qperating profit 225 265 307 292 269

Investment assets ! ; ; ; " Operating profit (Adj.) 225 265 307 202 269
Others 197 287 693 364 312

Financial income 33 54 91 73 83
Total assets 1,711 2,700 2,989 3,344 3.707
Advances from customers 0 6 21 3 3 Interest income 10 12 13 34 29
Unearned revenue 114 - - - - Financial expenses (23) (33) (74) (61) 19
Trade payables 51 98 83 94 103 Interest expenses (14) (14 @7) (28) 34
Others z 195 244 179 228 Other non-operating profit 0 3 5 1 1)
ST debt & due bonds 442 415 515 824 798 Gains (Losses) in associates
LT debt & bonds 0 - - - _ subsidiaries and JV 0 0 0 0 0
Total liabilities 630 723 873 1,110 1.144  Earnings before tax 237 289 328 305 333
Controlling interest 1,081 1,782 1,924 2,029 2.329 Income taxes (11) ) 9) ) 4
Capital stock 681 654 654 654 654 Net profit 226 287 322 302 329
Capital surplus 191 594 594 594 594 X i
Net profit (Adj.) 226 267 309 276 300

Other reserves 0 0 0 0) 0)

Retained eamings 200 534 676 781 1.082 Net profit of controlling interest 226 267 308 276 300
Minority interest 0 195 192 205 234 Exceptional items 0 0 0 0 0
Shareholders' equity 1,081 1,977 2,116 2,234 2563 EBITDA 307 387 493 487 548

Cash flow (vNpbn)  Key financial data

FY-ending Dec. 2020A 2021A 2022A 2023A 2024F FY-ending Dec. 2020A 2021A 2022A 2023A  2024F
Per-share data

C/F from operations 42 178 436 197 399 (VND, adj.)
EPS 4,007 4,042 4,703 4,221 4,594

Net profit 226 289 329 305 333 BPS 22,044 27,252 29,400 31,024 35,619

DPS 2,000 2,000 2,000 2,000 -

Dep’n & Amort’n 81 83 89 154 181 Growth (%)

Sales growth 19.0 17.8 9.7  (10.8) 16.7

Net incr. in W/C (265) 372 422 467 450  OP growth (5.1) 17.5 15.8 (4.8) (7.8)

NP growth (Adj) @.7) 27.1 11.3 (5.4) 8.8
CIF from investing (61) (233) (515) (455) (79)  EPS growth (Adj) (13.8) 0.9 16.3  (10.3) 8.9
EBITDA growth (3.5) 15.7 11.8 (3.7) (7.8)

Capex (70) (277) (438) (212) (177)  profitability (%)

OP margin (Adj) 5.1 5.1 5.4 5.7 45

Incr. in investment 9 45  (78) (243) 98 NP margin (Adj) 51 55 56 59 55

EBITDA margin 6.9 6.8 7.0 7.5 45
C/F from financing 42 555 (101) 163 (26) ROA 13.2 9.9 10.3 8.3 93
ROE 20.9 15.0 16.0 13.6 13.8
Incr. in equity © 682 (0 - * Dividend yield 5.2 52 6.2 5.4 ;
Dividend payout ratio 43.4 36.4 31.6 47.4 -
Incr. in debt 165 - - 306 (26) Stability
N Net debt (VND bn) 164.7 (184.8) 1112 2635 (58)
Dividends (123 (%8) (142) (149 " Netdebtlequity (%) 152 (10.4) 58 130 @)
Valuation (x)
C/F from others 0 0 3) 1 -
PE 10.9 10.8 9.3 8.0 9.6
PB 2.0 1.6 15 1.4 1.4
Increase in cash 24 501 (183) (93) 294
EV/EBITDA 6.8 59 5.2 54 12.6




Sao Ta Foods (FMC)

m  Guide to KIS Vietnam Securities Corp. stock ratings based on 12-month forward performance
* BUY: Expected total return will be 15% or more
* Hold: Expected total return will be between -5% and 15%
* Sell: Expected total return will be -5% or less
* KIS Vietnam Securities Corp. does not offer target prices for stocks with Hold or Sell ratings.

m  Guide to KIS Vietnam Securities Corp. sector ratings for the next 12 months
* Overweight: Recommend increasing the sector’s weighting in the portfolio compared to its respective weighting in the VNIndex based on market capitalization.
* Neutral: Recommend maintaining the sector’s weighting in the portfolio in line with its respective weighting in the VNIndex based on market capitalization.
* Underweight: Recommend reducing the sector’s weighting in the portfolio compared to its respective weighting in the VNIndex based on market capitalization.

= Analyst Certification
I/We, as the research analyst/analysts who prepared this report, do hereby certify that the views expressed in this research report accurately reflect my/our personal
views about the subject securities and issuers discussed in this report. I/\We do hereby also certify that no part of my/our compensation was, is, or will be directly or
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n Important compliance notice
As of the end of the month immediately preceding the date of publication of the research report or the public appearance (or the end of the second most recent
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There is no actual, material conflict of interest of the research analyst or KIS Vietnam Securities Corp. or its affiliates known at the time of publication of the research
report or at the time of the public appearance.

KIS Vietnam Securities Corp. or its affiliates has not managed or co-managed a public offering of securities for the companies mentioned in this report in the past
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KIS Vietnam Securities Corp. or its affiliates has not received compensation for investment banking services from the companies mentioned in this report in the past
12 months; KIS Vietnam Securities Corp. or its affiliates does not expect to receive or intend to seek compensation for investment banking services from the
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KIS Vietnam Securities Corp. or its affiliates was not making a market in securities of the companies mentioned in this report at the time that the research report
was published.
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KIS Vietnam Securities Corp. has not provided this report to various third parties.
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Prepared by: Research Dept
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Global Disclaimer

mGeneral

This research report and marketing materials for Vietnamese securities are originally prepared and issued by the Research Center of KIS
Vietnam Securities Corp., an organization licensed with the State Securities Commission of Vietnam. The analyst(s) who participated in
preparing and issuing this research report and marketing materials is/are licensed and regulated by the State Securities Commission of Vietnam
in Vietnam only. This report and marketing materials are copyrighted and may not be copied, redistributed, forwarded or altered in any way
without the consent of KIS Vietnam Securities Corp..

This research report and marketing materials are for information purposes only. They are not and should not be construed as an offer or
solicitation of an offer to purchase or sell any securities or other financial instruments or to participate in any trading strategy. This research
report and marketing materials do not provide individually tailored investment advice. This research report and marketing materials do not take
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contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice and may
differ or be contrary to opinions expressed by other business areas or KIS Vietnam Securities Corp. The final investment decision is based on
the client’s judgment, and this research report and marketing materials cannot be used as evidence in any legal dispute related to investment
decisions.

= Country-specific disclaimer

United States: This report is distributed in the U.S. by Korea Investment & Securities America, Inc., a member of FINRA/SIPC, and is only
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received this report under any express or implied understanding that they will direct commission income to Korea Investment & Securities,
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discussed herein should contact and place orders with Korea Investment & Securities America, Inc., which accepts responsibility for the
contents of this report in the U.S. The securities described in this report may not have been registered under the U.S. Securities Act of 1933,
as amended, and, in such case, may not be offered or sold in the U.S. or to U.S. person absent registration or an applicable exemption from
the registration requirement.

United Kingdom: This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of
section 21 of the Financial Services and Markets Act 2000 of the United Kingdom ("FSMA"). To the extent that this report does constitute such
an invitation or inducement, it is directed only at (i) persons who are investment professionals within the meaning of Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) of the United Kingdom (the "Financial Promotion Order"); (i)
persons who fall within Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order;
and (i) any other persons to whom this report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons
together being referred to as "relevant persons"). Any investment or investment activity to which this report relates is available only to relevant
persons and will be engaged in only with relevant persons. Persons who are not relevant persons must not act or rely on this report.

Hong Kong: This research report and marketing materials may be distributed in Hong Kong to institutional clients by Korea Investment &
Securities Asia Limited (KISA), a Hong Kong representative subsidiary of Korea Investment & Securities Co., Ltd., and may not otherwise be
distributed to any other party. KISA provides equity sales service to institutional clients in Hong Kong for Korean securities under its sole
discretion, and is thus solely responsible for provision of the aforementioned equity selling activities in Hong Kong. All requests by and
correspondence with Hong Kong investors involving securities discussed in this report and marketing materials must be effected through KISA,
which is registered with The Securities & Futures Commission (SFC) of Hong Kong. Korea Investment & Securities Co., Ltd. is not a registered
financial institution under Hong Kong’s SFC.

Singapore: This report is provided pursuant to the financial advisory licensing exemption under Regulation 27(1)(e) of the Financial Advisers
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