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VINASUN CORP. (VNS VN): AGM Takeaways
A U-turn for the competetive environment?

Not Rated

Current price: VND 14,550
Target price: N/A

We attended VNS’s AGM on April 26. We came away from the meeting with the sense
that potential regulatory headwinds for Grab and other car-hailing apps might level the
playing field for taxi operators such as VNS. Management discussed its operational
headway in catching up with Grab through franchising and in-house mobile app

Upside: N/A development. It is possible that 2019 could be a turning point for VNS’s operations.
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after Mai Linh. Like elsewhere, Vietnam’s taxi operators have been under heavy pressure from app-based
car-hailing services, notably Grab. Along with the taxicab ownership model, VNS has been operating a
franchise model since 2017. The company has developed its own car-hailing app, but most of its customers
(c. 85%) still come from call centers and staff-enabled street hailing.

VNS’s FY18 results and FY19 guidance

VND Bn Fyisa Y19 Yoy

guidance growth

Total revenue 2,279 2,230 -2.2%
Core taxi operation 2,073 2,140 +3.2%
C_)tht.srs (lncludlng 206 o1 -56.1%
liquidating old cars)

PBT 115 124 +8%
Core taxi operation 10 77 +669%
ch_ers (_mcludmg 105 47 5%
liquidating old cars)

ROA 3.2%

ROE 5.3%

EPS growth -53.5%

P/E 13.8

P/BV 0.8

Source: VNS

Amended Decree 86 to push Grab into the slow lane? VNS believes that the amended Decree 86
will apply to app-based car-hailing services (including Grab) and not only to traditional operators.
Although VNS does not expect any direct benefits for its business from the amended regulation, it
believes this will at least level the playing field. VNS expressed its belief that Grab drivers will have
to terminate their current electronic contracts with Grab by October 2019 and that they will have to
sign new contracts that are compliant with the regulations on taxi operators.

Profit from old car liquidation is gearing down in 2019 as a result of fewer liquidated taxis. VNS
plans to sell only 295 cars (vs. 786 cars in 2018). In addition, management also expects a weak price
environment due to a glut in the used car market (which is due to a surge in supply).

Management expects turbocharged FY19 core net income growth of 7.7x YoY despite rather
pedestrian core top-line growth of just +3% YoY. Management expressed confidence in this
aggressive target for core net income, stating that it should supported by an additional 300 cars
operating as franchisees, along with a targeted c. 20K mobile-app orders per day.

Grab remains in the pole position, but VNS is keen to catch up through franchising and its own
apps. Faced with the existential threat from app-based car-hailing services, VNS started
experimenting with a franchising model in 2017 and it has also accelerated the rollout of its self-
developed Vinasun mobile apps. VNS said that 286 cars were operating on the franchise model and
c. 12K orders per day were sourced via its mobile apps in 2018. These efforts helped to drive PBT
of VND 18.6 bn in VNS’s core operations in 1Q19, compared to a core operating loss of VND 16.8
bn in 1Q18.

Our view: We don’t cover VNS and have no investment view on the stock. However, if
management’s take on the amended decree 86 is correct, it could cause notable headwinds for Grab,
and therefore indirectly benefit Vietnam’s traditional taxi operators including VNS. With the current
positive trends in core earnings and the company’s ongoing business model restructuring, the FY19
guidance could be achievable. The stock has been in stall mode for quite some time, but it could be
time for a U-Turn if the authorities extend their regulatory reach to the ride-hailing apps.
Additionally, based on management’s DPS guidance of VND1,000 per share, VNS offers a 2019E
cash-dividend yield of 6.9%.
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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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