
 Vietnam

Kim EngResearch is a subsidiary of Malayan Banking Berhad 
SEE APPENDIX I FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS 

24 February 2012 Weekly Bulletin 
 

Research Team 
 Market Review  

Michael Kokalari, CFA 
michael.kokalari@kimeng.com.vn 
+84 8 3838 6647 
 
Nguyen Thi NganTuyen 
tuyen.nguyen@kimeng.com.vn 
+84 8 44 555 888 ext 8081 
 
Ngo Bich Van 
van.ngo@kimeng.com.vn 
+84 8 44 555 888 ext 8084 
 
Nguyen Quang Duy 
duy.nguyenquang@kimeng.com.vn 
+84 8 44 555 888 ext 8082 
 
Dang Thi Kim Thoa 
thoa.dang@kimeng.com.vn 
+84 8 44 555 888 ext 8083 
 
Trinh Thi Ngoc Diep 
diep.trinh@kimeng.com.vn 
+84 4 44 555 888 ext 8208 
 
Nguyen Hoai Nam 
nam.nguyen@kimeng.com.vn 
+84 4 44 555 888 ext 8209 

The VN-Index increased 5.0% this week on hopes that interest rates may fall 
significantly soon.  Those expectations for falling interest rates benefited the 
real estate sector which saw impressive gains in several names including: DIG 
(22.1%), LCG (19.4%), ITA (17.6%), DIC (17.1%), HAG (15.5%), NTL (14.8%), 
to name a few. Trading volume soared from $94m the previous week to $179m. 

Two things helped bolster the belief that interest rates will fall soon: 1) February 
CPI came in at 16.4% y-o-y, a further decrease from January’s 17.3% figure 
and 2) several banks announced their intentions to decrease lending rates.  
Recently it seems as if banks (especially the SOCB’s) are trying to outdo each 
other to announce lending rate cuts.  We assume these PR measures are 
aimed at keeping in good graces with the government but we wonder how many 
new loans are actually being made at the announced lower interest rates.  That 
said, the liquidity situation has clearly eased and it’s our understanding that it’s 
now possible for typical businesses to borrow working capital at interest rates 
around 20% - which would have been difficult at the end of 2011. 

Another caveat about hopes for falling interest rates is that energy prices are 
likely to rise again soon in Vietnam.  Despite the steep increase in oil prices 
over the last month, retail gasoline prices in Vietnam are unchanged.  Gas sells 
for considerably less in Vietnam than in surrounding countries and we estimate 
that the current price is subsidized by about 6%, depending on how you look at 
the various taxes imposed.  The petrol stabilization fund is nearly depleted and 
we don’t expect oil price to decline significantly given that the prospects for a 
hard landing in China now seem remote and given the on-going tensions with 
Iran.  Higher gasoline prices seem inevitable, as do higher electricity prices.  
Although electricity prices were raised 5% at the end of December retail 
electricity prices in Vietnam are still subsidized by more than 20% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

In more encouraging news there was discussion in the local press that state-
owned enterprises will focus on their core business in the future and will publish 
their profit and loss figures going forward.  EVN said it will liquidate all of its 
assets in real estate, securities, banking and insurance, although its attempt to 
sell its 5.3% stake in ABBank to HDBank was blocked by the central bank for 
unknown reasons. 

 

 Company News 
STB – There were more developments in the ongoing Sacombank takeover 
battle. Eximbank (EIB) announced that it has sufficient shareholder support to 
re-appoint STB’s board of directors, a claim which STB denies.  See Page 2. 
 
REE – $150m market cap real estate developer and air conditioner maker REE, 
announced that its 2011 revenue growth was flat, though profits increased by 
40%, thanks to a 100%-increase in financial income over the year. Since the 
real estate market is moribund, we assume that the profits came from REE’s 
holding of 3.7% of STB shares, which were sold in December 2011. STB’s 
share price increased by 45% in 2H2011 due to the ongoing takeover battle for 
the company. 

 

 In Focus Key Indices 
Index Last % Chg Vol ($m) 
VN‐Index 423.43  5.0  1797.7 
HNX‐Index 67.07  8.6  134.2 

SBT – $90m market cap Bourbon Tay Ninh Sugar is Vietnam’s second largest 
sugar refiner, trading around 4x 2012 earnings with a 14% dividend yield.  
Earnings increased 68% in 2011.  We reiterate our BUY rating (p. 2)  
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Company News 

 

Sacombank Takeover Update Analyst: Ngo Bich Van 
  
 
Here is a recap of the latest developments of the ongoing Sacombank (STB) takeover 
battle over the last few weeks:  
 
Eximbank (EIB) has entered the fray by purchasing 9.6% of STB’s shares from ANZ. 
Since EIB is our favourite pick in the banking sector, we were initially concerned by the 
idea that the highly-professional EIB would attempt to merge with hyper-aggressive 
STB. However, we now view the EIB purchase of 9.6% of the shares as either some 
form of a “Greenmail” attempt or that EIB is acting on behalf of more powerful interests 
behind the scenes. 
 
The good thing about EIB entering the picture is that it increases the possibility that STB 
could end up with a serious professional management team with deep banking 
experience after the dust is settled. 
 
Here’s an update of the latest developments over the last week: 
 

• EIB announced that it has the support of 51% of the STB shareholders and is 
asking for a new election of the 7-member Board of Directors and the 3-
member Board of Supervisors. These votes will enable the EIB group to 
nominate 5 members in total to the BoD and the BoS, although it is not clear yet 
how the 5 members would be allocated between the two governing boards (our 
understanding is that the BoD has more power than the BoS). 

 
• For the incumbent STB group to reject EIB’s nominations, it would need the 

support of 30% of STB’s shareholders. We assume that STB’s management 
has delayed the April 20th AGM to buy time in order to secure the support. The 
STB group has made claims publicly that it has enough votes to block EIB. 
However, in our view, any statements from the management of STB should be 
viewed with scepticism. 

 
• We do not know as yet if the Thanh family who currently runs STB (also the 

largest shareholders until recently) would be able to secure the votes to block 
the nominations of the EIB group.  Assuming that the STB group does not have 
enough votes, what could be the consequences? 

 
• There is market talk that the current CEO of ACB, Ly Xuan Hai, would take over 

as CEO of STB. Even if he does not take over the running of the bank, it is very 
likely that a more professional management team (in one form or another) will 
end up running the bank. With the recent exits of ANZ and the IFC, the level of 
serious banking expertise in its upper echelons is the lowest among the large 
banks in Vietnam (click here to see our August 2011 STB report, “Back to a 
Kinda Family Business”) 

 
• The consequence of a more professional management team is likely to be more 

earnings stability – which should be very good news for STB’s shareholders. 
Our current rating on the bank is “Hold” due to concerns over asset quality and 
earnings volatility. However, valuation is attractive at 1.3 P/B and 8.7 P/E 
versus expected earnings growth of over 20% for 2012. A management revamp 
could be the catalyst need to push the shares significantly higher; they have 
already increased in value by 60% over the last eight months due to takeover 
speculations. 

 

 

 

 

http://www.kimeng.com.vn/kimengportal/userfiles/upload/file/20110829%20KEVS%20STB%201H11%20Update.pdf
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In Focus 

 

Bourbon Tay Ninh Sugar Analyst: Hoa Nguyen Trung 
Lower 2012 Forecast but Cheap Valuation Click here to see full report
 
Reiterate BUY. Sugar refiner SBT has favourable growth prospects, cheap valuation at 
4x FY12 PER and an attractive 14% dividend yield. Though the outlook for 2012 is 
weak, we  believe that the stock still offers nearly 40% upside potential, which is 
underscored by the company’s recent share buyback programme that retired 10% of 
the outstanding shares.  Note that our target price was computed using fairly 
conservative assumptions (18% WACC, etc). 
 
Impressive FY11 performance. SBT’s profit increased 58% y-o-y in FY11 to VND545b 
(US$26m), driven by 85% sales growth and 63% volume growth. Gross margin shrank 
from 34% in FY10 to 29% in FY11 because the cost of purchase of sugarcane rose by 
25% whereas selling price (ASP) increased by just 8%. 
 
Falling gross margins in 2012. SBT’s gross margins should fall further, from 29% in 
FY11 to 25% in FY12 due to a 10% increase in the price SBT pays its sub-contracted 
farmers for sugarcane. The 35% price hike over 2011-2012 reflects competition from 
other crops for the land of those farmers. The decline in gross margins in 2012 should 
reduce profits by 16% y-o-y to VND458b (US$2m). 
 
Moderate medium-term outlook. We forecast SBT’s profits to grow 7% CAGR over 
FY12-FY16 because the company’s generous financial support to sub-contracted 
farmers should help increase its contracted sugarcane farmland from 14,000ha to 
21,000ha by 2015.  Securing raw materials is a major problem in the industry and SBT’s  
expanded farmland will allow it to raise its refinery capacity utilisation from 70% to 
100%. Finally, SBT is the most efficient sugar producer, which gives us confidence in its 
medium-term growth prospects.  
 
Fears about sugar oversupply overblown. There is currently an oversupply of sugar 
in Vietnam but we believe the problem is temporary and that the surplus will be 
consumed by the end of the current season. Also, 70% of SBT’s output is sold to 
packaged food and beverage makers who have a strong demand for sugar. 
 
 
 SBT 2011 Business Performance 

VND bn FY2010 FY2011 
target 

FY2011 
performance 

% y-o-y 
growth 

% of the 
target 

Sales volume (tons) 59,268  96,925 63.5  
Revenue 1,104 1,600 2,050 85.7 128.1 
Gross profit 384  603 57.2  

Gross margin 34.8%  29.4%   
SG&A expense (43)  (64) 47.9  

% of revenue 3.9%  3.1%   
Net financial income 29  21 -27.8  
Pretax profit 370  563 51.9  
Net profit 345 370 546 58.1 147.5 

Net margin 31.3%  26.6%   
EPS (VND) 2,432  3,845 58.1  

Source: SBT      
 
 

The Most Efficient Sugar Manufacturer in Vietnam 

 

The sugarcane farmland that SBT sub-contracts yields 70 tons/ha versus the national 
average of 60 tons/ha, and SBT’s 9,000 ton/day refinery is one of only five sugar 

http://www.kimeng.com.vn/kimengportal/userfiles/upload/file/20120224%20KEVS%20SBT%20Lower%202012%20Forecast%20but%20Cheap%20Valuation(1).pdf
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refineries in Vietnam which exceed the critical 6,000 tons/day capacity level, after which 
economies of scale start to really kick-in. 

These cost advantages explain why SBT’s gross margin is the second-highest in the 
industry after LSS, and why its ROE is the second-highest after outlier SEC (this is a 
very small company with limited information available so we are not clear how the 
company achieves a high ROE given its relatively low net margin). 

Peer Comparisons (2011) 
 SBT LSS BHS SEC NHS 

Revenue (VND bn) 2,050 1,578 2,564 552 782 
Net profit (VND bn) 546 392 147 98 80 
Gross margin (%) 29.4 34.9 10.5 27.5 18.2 
Net margin (%) 26.6 24.8 5.7 17.8 10.2 
Shareholders’ equity (VND bn) 1,787 1,378 548 254 272 
Return on equity (%) 30.5 28.4 26.8 38.6 29.4 

Source: Company financial statement 
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   Top 50 by Market Capitalization Market Cap Volume P/E P/B 
Net  

Margin D/E ROE Foreign 
Emg MC 

(2) One Year Three Month 

     ($m) ($k) Ratio Ratio  % % % 
Room 
(1) % (H/M/L) 

% change 
(3) % change 

VCB BANK FOR FOREIGN TRADE OF VIET 3,125 533 13 1.9 27 301 17 19% L -1 18 
VIC VINCOM JSC 2,953 550 15 7.0 35 120 52 19% M 7 40 
MSN MASAN GROUP CORP 2,670 471 28 3.5 28 45 15 9% M 42 -7 
VNM VIET NAM DAIRY PRODUCTS JSC 2,441 282 12 4.1 20  41 -19% H 58 -1 
CTG VIETNAM JOINT STOCK COMMERCIAL 2,398 389 7 1.8 27 383 27 28% L 12 20 
BVH BAO VIET HOLDINGS 1,959 308 43 3.6 5 13 10 5% L -23 -1 
ACB ASIA COMMERCIAL BANK/VIETNAM 1,030 347 8 1.7 41 666 22 0% L 3 15 
EIB VIET NAM EXPORT-IMPORT COMMERC 996 812 7 n/a 48 324 14 0% L 35 28 
STB SAIGON THUONG TIN COMMERCIAL J 916 1,588 5 1.3 35 182 15 18% L 43 32 
HAG HAGL JSC 619 696 11 1.4 37 116 12 -3% M -44 24 
MBB MILITARY COMMERCIAL JOINT STOC 606 685 5 1.2 47 319 22 28%    
FPT FPT CORP 565 367 6 2.1 4 72 36 -19% H 3 11 
DPM PETROVIETNAM FERTILIZER & CHEM 551 409 4 1.4 34 5 29 6% L -16 4 
SQC QUY NHON MINING CORP 444 1 115 n/a 27 3 1 41%  10 0 
PVD PETROVIETNAM DRILLING AND WELL 423 219 8 n/a 11 128 19 -4%  -15 14 
HPG HOA PHAT GROUP JSC 371 340 6 1.0 7 81 18 -6% L -23 21 
PVF PETROVIETNAM FINANCE JSC 314 187 12 1.0 22 232 7 15% L -48 18 
SSI SAIGON SECURITIES INC 294 808 60 1.2 9 36 13 -18% L -29 8 
VCG VIET NAM CONSTRUCTION AND IMPO 269 493 8 1.6 3 239 12 42%  -46 13 
KDC KINH DO CORP 234 208 12 1.1 7 12 17 -9% M -26 19 
PVS PETROVIETNAM TECHNICAL SERVICE 221 232 5 n/a 5 153 26 34%  -31 17 
KBC KINH BAC CITY DEVELOPMENT SHAR 202 77 103 n/a 6 76 29 7%  -54 38 
DHG DHG PHARMACEUTICAL JSC 195 34 9 2.9 17 2 32 -19% M 34 3 
SHB SAIGON - HANOI COMMERCIAL JOIN 189 365 3 0.7 33 475 15 29% L -20 26 
PVI PVI HOLDINGS/VIETNAM 187 97 8 0.8 15  10 0%  7 13 
PVX PETROVIETNAM CONSTRUCTION JSC 186 995 8 0.9 3 70 25 41%  -41 21 
ITA TAN TAO INVESTMENT INDUSTRY CO 164 399 7 0.6 27 39 12 15%  -33 37 
REE REFRIGERATION ELECTRICAL ENGIN 156 482 6 0.8 28 6 15 -14%  -5 20 
OGC OCEAN GROUP JSC 151 407 9 0.9 13 32 22 21%  -39 28 
IJC BECAMEX INFRASTRUCTURE DEVELOP 150 418 10 1.0 24 22 16 20%  -31 19 
SJS SONGDA URBAN & INDUSTRIAL ZONE 135 232 19 1.5 45 75 23 -2% M -46 75 
VCF VINACAFE BIEN HOA JSC 135 26 13 3.9 14  33 28% H 129 9 
PPC PHA LAI THERMAL POWER JSC 134 92 n/a 0.9 0 263  16%  -25 31 
POM POMINA STEEL CORP 119 8 6 n/a 3 134 27 23%  -42 22 
NVB NAM VIET COMMERCIAL JSB 114 2 12 0.7 26 117 7 30% L -5 4 
PNJ PHU NHUAN JEWELRY JSC 113 239 10 n/a 1 96 21 -11% H 20 10 
KLS KIM LONG SECURITIES CORP 106 1,302 12 0.9 48  8 40% L -17 11 
PHR PHUOC HOA RUBBER JSC 106 40 3 n/a 32 13 44 16%  -23 22 
DPR DONG PHU RUBBER JSC 103 10 3 1.1 47 2 54 -5%  -21 16 
HBB HANOI BUILDING COMMERCIAL JOIN 103 403 3 0.4 37 459 14 20% L -49 -4 
DIG DEVELOPMENT INVESTMENT CONSTRU 97 132 8 0.8 12 23 19 7%  -29 27 
PDR PHAT DAT REAL ESTATE DEVELOPME 97 10 12 1.4 6 112 22 29% M -50 -18 
QCG QUOC CUONG GIA LAI JSC 93 8 23 0.8 -9 38 17 17% L -30 14 
GMD GEMADEPT CORP 92 58 18 0.5 0 37 6 2%  -26 12 
CII HCM CITY INFRASTRUCTURE INVEST 90 112 12 1.5 82 120 29 1%  -34 19 
VSH VINH SON - SONG HINH HYDROPOWE 89 160 5 0.7 77 21 13 8%  -27 -9 
SBT SUCRERIE DE BOURBON TAY NINH 88 85 4 1.1 27 19 31 24% L 18 31 
HCM HO CHI MINH CITY SECURITIES CO 81 95 7 0.8 42 10 11 -19% L -17 6 
HVG HUNG VUONG CORP 80 97 4 0.8 6 101 12 23%  24 26 
VHC VINH HOAN CORP 73 6 5 1.3 9 45 27 5%  28 14 

(1) approximate values updated monthly           (2) our subjective assessment of how exposed the company is to the emerging middle class story          (3) * Indicates listing less than 1 year ago 
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APPENDIX I:  TERMS FOR PROVISION OF REPORT, DISCLOSURES 
AND 

DISCLAIMERS 
 

This report, and any electronic access to it, is restricted to and intended only for clients of Kim Eng Research Pte. Ltd. ("KER") or a related entity to 
KER (as the case may be) who are institutional investors (for the purposes of both the Singapore Securities and Futures Act (“SFA”) and the 
Singapore Financial Advisers Act (“FAA”)) and who are allowed access thereto (each an "Authorised Person") and is subject to the terms and 
disclaimers below.  

 

IF YOU ARE NOT AN AUTHORISED PERSON OR DO NOT AGREE TO BE BOUND BY THE TERMS AND DISCLAIMERS SET OUT BELOW, 
YOU SHOULD DISREGARD THIS REPORT IN ITS ENTIRETY AND LET KER OR ITS RELATED ENTITY (AS RELEVANT) KNOW THAT YOU 
NO LONGER WISH TO RECEIVE SUCH REPORTS. 

 

This report provides information and opinions as reference resource only. This report is not intended to be and does not constitute financial advice, 
investment advice, trading advice or any other advice. It is not to be construed as a solicitation or an offer to buy or sell any securities or related 
financial products. The information and commentaries are also not meant to be endorsements or offerings of any securities, options, stocks or other 
investment vehicles.  

 

The report has been prepared without regard to the individual financial circumstances, needs or objectives of persons who receive it.  The securities 
discussed in this report may not be suitable for all investors. Readers should not rely on any of the information herein as authoritative or substitute 
for the exercise of their own skill and judgment in making any investment or other decision. Readers should independently evaluate particular 
investments and strategies, and are encouraged to seek the advice of a financial adviser before making any investment or entering into any 
transaction in relation to the securities mentioned in this report.  The appropriateness of any particular investment or strategy whether opined on or 
referred to in this report or otherwise will depend on an investor’s individual circumstances and objectives and should be confirmed by such investor 
with his advisers independently before adoption or implementation (either as is or varied). You agree that any and all use of this report which you 
make, is solely at your own risk and without any recourse whatsoever to KER, its related and affiliate companies and/or their employees. You 
understand that you are using this report AT YOUR OWN RISK. 

 

This report is being disseminated to or allowed access by Authorised Persons in their respective jurisdictions by the Kim Eng affiliated entity/entities 
operating and carrying on business as a securities dealer or financial adviser in that jurisdiction (collectively or individually, as the context requires, 
"Kim Eng") which has, vis-à-vis a relevant Authorised Person, approved of, and is solely responsible in that jurisdiction for, the contents 
of this publication in that jurisdiction. 

 

Kim Eng, its related and affiliate companies and/or their employees may have investments in securities or derivatives of securities of companies 
mentioned in this report, and may trade them in ways different from those discussed in this report.  Derivatives may be issued by Kim Eng its related 
companies or associated/affiliated persons. 

 

Kim Eng and its related and affiliated companies are involved in many businesses that may relate to companies mentioned in this report. These 
businesses include market making and specialised trading, risk arbitrage and other proprietary trading, fund management, investment services and 
corporate finance.  

 

Except with respect the disclosures of interest made above, this report is based on public information.  Kim Eng makes reasonable effort to use 
reliable, comprehensive information, but we make no representation that it is accurate or complete. The reader should also note that unless 
otherwise stated, none of Kim Eng or any third-party data providers make ANY warranties or representations of any kind relating to the accuracy, 
completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to such data.   

 

Proprietary Rights to Content. The reader acknowledges and agrees that this report contains information, photographs, graphics, text, images, 
logos, icons, typefaces, and/or other material (collectively “Content”) protected by copyrights, trademarks, or other proprietary rights, and that these 
rights are valid and protected in all forms, media, and technologies existing now or hereinafter developed. The Content is the property of Kim Eng or 
that of third party providers of content or licensors. The compilation (meaning the collection, arrangement, and assembly) of all content on this 
report is the exclusive property of Kim Eng and is protected by Singapore and international copyright laws. The reader may not copy, modify, 
remove, delete, augment, add to, publish, transmit, participate in the transfer, license or sale of, create derivative works from, or in any way exploit 
any of the Content, in whole or in part, except as specifically permitted herein. If no specific restrictions are stated, the reader may make one copy 
of select portions of the Content, provided that the copy is made only for personal, information, and non-commercial use and that the reader does 
not alter or modify the Content in any way, and maintain any notices contained in the Content, such as all copyright notices, trademark legends, or 
other proprietary rights notices. Except as provided in the preceding sentence or as permitted by the fair dealing privilege under copyright laws, the 
reader may not reproduce, or distribute in any way any Content without obtaining permission of the owner of the copyright, trademark or other 
proprietary right. Any authorised/permitted distribution is restricted to such distribution not being in violation of the copyright of Kim Eng only and 
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does not in any way represent an endorsement of the contents permitted or authorised to be distributed to third parties. 

 

 

Additional information on mentioned securities is available on request. 

 

Jurisdiction Specific Additional Disclaimers: 

 

THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO THE PRESS OR OTHER 
MEDIA, AND MAY NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR TRANSMITTED INTO THE REPUBLIC OF KOREA, 
OR PROVIDED OR TRANSMITTED TO ANY KOREAN PERSON.  FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A 
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Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply if the reader is 
receiving or accessing this report in or from other than Singapore. 

 

As of 24 February 2012, Kim Eng Research Pte. Ltd. and the covering analyst do not have any interest in the company. 

 

Analyst Certification: 

 

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed 
in the report. 

 

© 2011 Kim Eng Research Pte Ltd.  All rights reserved.  Except as specifically permitted, no part of this presentation may be reproduced or 
distributed in any manner without the prior written permission of Kim Eng Research Pte. Ltd. Kim Eng Research Pte. Ltd. accepts no liability 
whatsoever for the actions of third parties in this respect. 

 
 
 
 
 


