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SABECO JSC (sAB VN)
Another frosty glass of guidance
We attended SAB's annual general meeting on April 12. SAB mainly focuses on
Not Rated . . ” .
the domestic market, where sales are growing by only 5% per year. Given the
Current price: VND 244,200 limited top-line potential, SAB targets improved operational efficiencies as a driver
Target price: N/A of earnings expansion. The brewer's laudable efforts to improve its operating
Upside: N/A efficiencies through scaled costs may require time to ferment.
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193,800-267,500 USD 6.8bn 2.0% 36.7% 15% USD 300K
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SAB VNindex earnings growth.
Quang Vo Company profile: SAB is Vietnam's largest brewer with roughly 40% market share and
Consumer Analyst dominance in the middle-end product segment. Beer contributed 85% of total sales in 2018.
+84 28 3622 6868 (ext. 3872) After acquiring a 53.6% stake in late 2017, majority owner ThaiBev has reshuffled the BOD and
quang.vo@yuanta.com.vn BOM teams as part of its efforts to restructure this former state-owned enterprise.
Management views 2018 as a transition year, with the new BOD and BOM team joining
SAB’s FY18 results and FY19 guidance in 2Q18. At the time, they projected a challenging 2018 and targeted a YoY NPAT decline of
VND Bn FY18A FY19 MO 19%. That turned out to be accurate, with results hit by (1) external factors including an
guidance  growth increase in the special sales tax from 60% to 65%, fierce competition with foreign brands,
Total revenue 35,949 38,871 +8% and raw material cost increases; and (2) the internal destocking plan to improve inventory
Volume management. However, there was a silver lining to this dour guidance: SAB's full-year NPAT
, 1,796 1,908 +6% . . .
(mn litres) beat their 2018 guidance by 10%.
Profit after tax 4,403 4,717 +7% FY19E targets: 8% sales growth and 7% NPAT growth. The new management team plans
ROA 18.8% to improve operational efficiencies by 1) optimizing production costs (i.e., reducing the use
' of aluminum and wrapping box paper), 2) generating cost synergies from combined
ROE 27.4%

purchasing with ThaiBev, 3) improving transportation efficiencies, and 4) shifting the focus
EPS growth 11.3% of compensation from seniority to performance. However, management plans to maintain
advertising expenses at 9% of total sales going forward to support and build the brand.

P/E 411

Premium products are not on tap. SAB states that premium beer is not attractive to them
P/BV 10.7 given that it only accounts for 4% of total Vietnam beer sales. SAB will continue to focus on
Source: SAB mid-end and upper-mid-end beers.

Our view: We don't cover SAB and have no investment view on the stock. However, the
poor 2018 results are understandable given the overall industry’s operational headwinds
and SAB’s management transition. Also, top-line guidance for 2019 appears reasonable
given the persistently fierce competition and the Vietnam market's tepid 5% annual growth.

However, SAB's guidance for bottom-line growth (which was 1ppt lower than their sales
growth guidance) leaves us scratching our heads given their plans for improved operational
efficiencies. Management may be once again serving up frosty guidance to manage
expectations down (as per 2018); but it's also possible that the implementation of
operational efficiencies may take a while to ferment.
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND
DISCLOSURES

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each
security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about
those securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed by that research analyst in the research report.

Ratings Expected return within the next 12 months
BUY Above 10%

HOLD Between -10% to +10%

SELL Below 10%

BUY: We have a positive outlook on the stock based on our expected absolute or relative return over the investment period. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We recommend investors add
to their position.

HOLD-Outperform: In our view, the stock’s fundamentals are relatively more attractive than peers at the current price. Our thesis is based
on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

HOLD-Underperform: In our view, the stock’s fundamentals are relatively less attractive than peers at the current price. Our thesis is based
on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

SELL: We have a negative outlook on the stock based on our expected absolute or relative return over the investment period. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We recommend investors
reduce their position.

Under Review: We actively follow the company, although our estimates, rating and target price are under review.

Restricted: The rating and target price have been suspended temporarily to comply with applicable regulations and/or Yuanta policies.

Note: Yuanta research coverage with a Target Price is based on an investment period of 12 months. Greater China Discovery Series coverage
does not have a formal 12 month Target Price and the recommendation is based on an investment period specified by the analyst in the
report.

Global Disclaimer

© 2018 Yuanta. All rights reserved. The information in this report has been compiled from sources we believe to be reliable, but we do not
hold ourselves responsible for its completeness or accuracy. It is not an offer to sell or solicitation of an offer to buy any securities. All
opinions and estimates included in this report constitute our judgment as of this date and are subject to change without notice.

This report provides general information only. Neither the information nor any opinion expressed herein constitutes an offer or invitation
to make an offer to buy or sell securities or other investments. This material is prepared for general circulation to clients and is not intended
to provide tailored investment advice and does not take into account the individual financial situation and objectives of any specific person
who may receive this report. Investors should seek financial advice regarding the appropriateness of investing in any securities, investments
or investment strategies discussed or recommended in this report. The information contained in this report has been compiled from sources
believed to be reliable but no representation or warranty, express or implied, is made as to its accuracy, completeness or correctness. This
report is not (and should not be construed as) a solicitation to act as securities broker or dealer in any jurisdiction by any person or company
that is not legally permitted to carry on such business in that jurisdiction.

Yuanta research is distributed in the United States only to Major U.S. Institutional Investors (as defined in Rule 15a-6 under the Securities
Exchange Act of 1934, as amended and SEC staff interpretations thereof). All transactions by a US person in the securities mentioned in
this report must be effected through a registered broker-dealer under Section 15 of the Securities Exchange Act of 1934, as amended.
Yuanta research is distributed in Taiwan by Yuanta Securities Investment Consulting. Yuanta research is distributed in Hong Kong by Yuanta
Securities (Hong Kong) Co. Limited, which is licensed in Hong Kong by the Securities and Futures Commission for regulated activities,
including Type 4 regulated activity (advising on securities). In Hong Kong, this research report may not be redistributed, retransmitted or
disclosed, in whole or in part or and any form or manner, without the express written consent of Yuanta Securities (Hong Kong) Co. Limited.
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