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Twin tailwinds are blowing 

▪ We think MML is one of the best meat players in Vietnam amid COVID-19. 

▪ Promising outlook in FY20-22F thanks to high pork price and expanding retail 

network. 

▪ Initiate coverage with an ADD rating and TP of VND73,700. 
 

Twin tailwinds: hog price spike and Covid-19 outbreak 

We believe hog price in Vietnam will continue to stay in the range of VND70,000-
75,000/kg in 2020F due to pork shortage as a result of African Swine Flu (ASF) 
outbreak in early 2019. Consequently, MML’s average selling price (ASP) is 
forecasted to increase 25% yoy in 2020F. Additionally, the coronavirus (COVID-
19) outbreak has created opportunities for MML to promote its brand name 
awareness as Vietnamese consumers are cooking more at home and shopping 
more premium food products. We also expect MML‘s same-store-sale growth 
(SSSG) to reach 35% yoy in 2020F. 

Riding on the local premiumisation trend  

Demand for premium products has been rising strongly in Vietnam thanks to 
higher income, health awareness and changing lifestyle. In the meat industry, 
consumers are shifting from untraceable meat in wet market to packaged clean 
and fresh meat in modern trade channels. Launched in late 2018, MML had 624 
point of sales (POS) at end-FY19, and aims to open 4,000 POS at end-FY20F. 

FY20F will be the turning point 

We expect FY20F revenue and net profit to grow 30.2% and 1,088.3% yoy 
respectively, driven by a 982% yoy surge in meat sales and lower corporate 
income tax (CIT) as meat business enjoys 0% of CIT. FY20-22F earnings are 
forecast to grow at a CAGR of 26.7% as the contribution of meat business will 
widen to 26.6% of total revenue in FY22F. 

Initiate with ADD rating and target price of VND73,700.  

We believe MML is a pick-me-up to catch up with the rising trend of clean, safe 
food in Vietnam and leveraging on the hog price hike. Our TP is based on the 
combination of 10-year-DCF (WAAC 9.2%; Cost of equity 11.2%; LTG 1.0%) 
and target FY20F EBITDA of 10.0x. MML’s share is trading at EV/EBITDA 
forward of 6.0x, which is 40% below global Feed-Farm-Food peers’ average. 

Major risks are: (1) slower-than-expected expansion of MML’s new POS, and 
(2) the price of key animal food rising faster than expected. 

 

 

23 April 2020 
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Source: VND RESEARCH 

Financial summary (VND) 12-18A 12-19A 12-20E 12-21E

Net revenue (bn) 13,977 13,799 17,962 19,946

Revenue growth (25.2%) (1.3%) 30.2% 11.0%

Gross margin 15.0% 16.4% 21.9% 22.0%

EBITDA margin 8.5% 11.2% 16.1% 16.5%

Net profit (bn) 96 115 1,371 1,547

Net profit growth (84.8%) 20.7% 1088.3% 12.9%

Adjusted EPS 280 338 4,015 4,531

BVPS 16,610 16,424 19,439 22,971

ROAE 1.6% 2.2% 23.6% 22.5%
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RIDING ON THE LOCAL PREMIUMISATION TREND 

Growing demand for premium FMCG products  

The premiumisation trend is taking place in Vietnam’s entire consumer 
segment stronger than ever, driven by increasing household disposal income, 
higher health awareness and changing lifestyle. This trend is particularly 
noticeable in the FMCG industry in the last couple of years, with the emergence 
of many successful premium brands, namely instant noodle Omachi, TH True 
Milk in dairy products or Phuc Long in take-away tea chain, etc. The trend also 
takes place in the meat industry, in which consumers are shifting from 
untraceable meat to clean - traceable 3F meat.  

Figure 1: Masan Consumer’s Omachi instant noodle cup with sausage is a typical successful premium product recently 

 

 

 

     Source: Kantar World Panel 

 

Growing Vietnamese consumers’ preference for traceable food products 

Currently, untraceable food products, especially meat products from backyard 
farms, are dominating the traditional wet markets given their low prices, which 
result from the use of growth stimulants and antibiotics. Meanwhile, clean and 
traceable meat products must follow strict government regulations. The most 
effective way to produce clean meat is to develop the 3F (Feed – Farm – Food) 
model: Feed - animal feed is ensured to meet adequate nutrition balance for 
each stage in animal's development and minimise environmental pollution 
through waste; Farm - an animal farm developed on an industrial scale, animals 
are arranged in closed farms, meet hygiene standards, use air conditioning to 
prevent diseases (most important). Food – porkers, broilers, cow or fish – is 
strictly controlled by producers to meet government’s standards and is fully 
traceable; the raising process uses clean food and is committed to absolutely 
no lean substances or any chemicals on the government’s list of banned 
substances. 

 

FURTHER POTENTIAL GROWTH FOR MEAT BUSINESS IN 2020-21F 
DESPITE THE TURBULENCE 

Incurable swine disease and new animal husbandry law would support 

fresh meat 

Untraceable pork now dominates the market thanks to its low prices coming 
from the abuse of growth stimulants and antibiotics, while clean meat producers 
must follow strict government regulations. However, the advantage of 
untraceable meat from small farmers is no longer effective from 1 Jan 2020 
when the Law on Animal Husbandry came into effect, because the law requires 
small farmers to follow the same government safety standards, like those for 
industrial scale farms. The requirement prompts production cost at small 
households to rise above that of the companies adopting the 3F model because 
(1) the cost of piglet and feed is high as small farms have yet to reach the 
economically viable size, and (2) the rate of mortality becomes higher due to 
lower barn bio-security. The advantage of the 3F model was clearly 
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demonstrated in 2019 when ASF epidemic reduced the size of household pig 
production by about 15%, while 3F businesses were not affected. 

Chilled meat consumption will increase 

Chilled pork is safer, tastier than warm or frozen pork. Usually pigs are 
slaughtered at room temperature and immediately transported to local wet 
markets or supermarkets for consumption in the same day. Meanwhile, chilled 
meat requires pigs to be slaughtered in clean conditions, with temperature of 
0oC - 4oC. Right after that, pork is blast frozen to minus 24oC and thawed in 24 
hours to a temperature of 0oC - 4oC before being cut, packed and shipped. 
Throughout the process of transportation it is required to keep the meat at 0oC 
- 4oC. Thanks to this special treatment, the pork is not only disease-free, but 
also tastier thanks to the bio-chemical self-cooking process. Chilled pork also 
has much longer shelf life (retaining ~100% quality), of 7-11 days, compared to 
1-2 days of warm pork. 

 

Figure 2: MML's pork product is safer and tastier than of others 

 

   Source: VNDIRECT RESEARCH 

In China, where cuisine tradition is similar to Vietnam, warm fresh meat’s 
annual consumption in 2010-15 decreased 22% pts to 55% of the total pork 
market in 2015, while chilled meat consumption rose from 10% to 14%, and 
frozen meat contribution also increased from 12% to 20% in the same period. 
Chilled meat consumption is expected to maintain the growth momentum in 
China in the next five years, per MML. In Vietnam, we believe the 
premiumisation trend in meat consumption will accelerate in the next five years, 
trailing the meat consumption pattern in China. MML expects chilled meat 
market share to reach 15% in FY22F, however we think it is an ambitious target. 
We believe it will take much longer time for chilled meat to become popular in 
Vietnam due to a limit of pork supply and cold chain distribution system.  

Figure 3: Consumption trends toward chilled meat has played out 
in China 

 Figure 4: Chilled meat is expected to account for 15% of total 
Vietnam meat consumption by FY22F 

 

 

 

   Source: MML     Source: MML 

Meat brand FARM SLAUGHTERING PACKAGING TRANSPORTING STORE SHELF LIFE

MEAT DELI Highest bio-securities 

control condition, No anti-

biotics and no weight gain 

stimulus industrial feed

Disease free slaughtering 

condition at 0-4 Celcious degree. 

Blast frozen then chilled for 24h 

to enhance meat flavour. 

European standard

Disease free 

packaging ensured 

by Oxy-Fresh 

technology

Cold chain 

distribution

0ºC - 4ºC. 

Periodic 

inspection at 

point of salesº

7-11 days

CP, Vissan Average bio-securities 

control. Normal industrial 

feed

Average disease control 

slaughering condition at room 

temperature. Immediately move 

to packaging. Vietnamese 

standard

Average disease - 

control condition

Cold chain 

distribution

0ºC-8ºC 1-2 days

Wet-market Low bio-securities control. 

Low productivity. Rampant 

usage of anti-biotics and 

weight gain stimulus

Low disease control, low hygiene 

standard. Warm slaughtering

No packaging, no 

disease control.

No disease 

control, transport 

at warm condition

No disease 

control, warm 

condtition

1 day

Title:

Source:

Please fill in the values above to have them entered in your report

77%

55%

42%

12%

20%

21%

10%
14%

37%

2010 2015 2020E

Warm Frozen Chilled

Title:

Source:

Please fill in the values above to have them entered in your report
99%

83%

0%

15%

2018 2022E

Warm frozen Chilled
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Pork shortage likely to linger in 2020F; production to recover in 2021-22F 

We believe both Vietnam and China could face a pork supply shortage in 
2020F. The USDA’s Oct 2019 report forecasted that China’s pork supply could 
further decrease by 25% yoy in 2020F (after a slump of 14.0% yoy in 2019). 
Vietnam’s pork output was forecasted to shrink 6.2% yoy in 2020F after falling 
13.2% yoy in 2019. As a result, we expect the average price of live hog in 
FY20F to stay at VND70,000/kg (+40.0% yoy) thanks to the government‘s effort 
to control inflation, while MEATDeli ASP will increase 25% yoy to 
VND118,750/kg.  

In FY21-22F, we believe pork production in Vietnam could return to growth 
because farmer and pig farming companies are able to repopulate their herds 
after adapting to the existence of ASF. Pork price is expected to decrease 
between 10% and 15% yoy in FY21F as a result and is likely to stay flat in 
FY22F as pork demand-supply condition returns to a more balanced level. We 
project MML’s MEATDeli ASP to decline 10% yoy in FY21F and stay flat in 
FY22F. 

Figure 5: We expect average local hog price to stay at VND70,000/kg in FY20F 

 
   Source: VNDIRECT 

 

MML HAS UNIQUE ADVANTAGE OVER OTHER LOCAL PORK 

PRODUCERS 

MML is the first mover on chilled meat and is present at all parts of the 

value chain 

Beside owning animal feed factories with total capacity of 3.3m tonnes p.a., 
MML has invested VND1,600bn in the 2016-18 period to develop Vietnam’s 
first safe chilled meat value chain, including: 

(1) The highest bio-security model farm of 230,000-250,000 porkers/year in 
Nghe An province, 

(2) The largest domestic disease-free chilled slaughterhouse, capable of 
processing 850,000 chilled porkers/year (1.4m warm porkers/year); and  

(3) A retail system covering Hanoi’s urban area. MML launched Vietnam’s first 
true chilled meat brand, MEATDeli since Dec 2018. 
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Figure 6: MML’s unique meat value chain in Vietnam, starting from feed to distribution 

 
   Source: MML 

 

Figure 7: MML produces chilled meat when others make warm meat 

 
   Source: MML, VNDIRECT RESEARCH 
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Figure 8: MML’s GPM is expected to improve 10% pts to 30% in 2025F thanks to an integrated 3F model and better cost control measures 
compared with wet markets 

 
   Source: MML 

 

MEATDeli pork products initially target affluent-class households in 

urban areas 

In Jun 2019, MML’s management disclosed that the targeted average 
MEATDeli price was 15% higher than the imported frozen pork and untraceable 
pork sold in wet markets, but 50% below that of small-scaled clean pork. That 
price level was affordable by higher-income consumers in Vietnam’s urban 
areas, especially in Tier-1 cities, where the food safety concern has been rising. 
(Note that food safety is the No.1 factor that has an influence on Vietnamese 
people’s food choice decision according to a Q&Me’s survey in 2018, thus a 
15% premium for safer product is acceptable). By Apr 2020, MML’s chilled pork 
is sold at 70% premium to the wet market warm pork. Urban consumers accept 
this price level due to pork shortage and higher demand for clean pork amid 
the COVID-19 outbreak in Vietnam.  

 

Figure 9: In Jul 2019, MML’s chilled pork price was 15% higher than 
wet market warm pork … 

 Figure 10: … but by Apr 2020, MML’s chilled pork price is 70% above 
the wet market pork  

 

 

 
   Source: MML     Source: MML 
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Building brand awareness and expanding point of sales in both modern 

retail channels and wet markets 

By Apr 2020, MML’s meat retail network reached 3,600+ point of sales (+480% 
from end-2019), with roughly 62 MEATDeli stores, 3,400+ POS in modern trade 
channels (supermarkets, convenient stores) and 150+ franchise stores. Of 
which, MEATDeli stores are large, built and operated by MML staff with the 
main purpose of creating brand awareness. MML targets 5,000 POS in FY22F. 

Figure 11: Expanding MEATDeli distribution network in wet markets and modern retail channels 

 

   Source: MML 

 

Leverage from parent companies - Masan Group (MSN VN, NR) 

Masan Group is the leading packaged food & beverage (non-alcoholic) 
producer in terms of revenue and is also the pioneer in the premiumisation 
trend in Vietnam’s F&B industry through its subsidiary Masan Consumer 
Holdings (MCH). It is well-known as the pioneering and the most successful 
company in packaged food and beverage in the last decade. By establishing 
MML in 2015, MSN revealed its plan to dominate the US$10bn meat market in 
Vietnam with 3F model and premium brands. The model started with Feed 
(BIOZEEM) followed by its farm mill in Nghe An province and was completed 
in late 2018 when MML’s chilled meat “MEATDeli” was introduced to consumer.  

Masan Group always maintains its position among Top 3 in advertisement 
spending in Vietnam, while the other two are UNILEVER and VINAMILK. Each 
year, Masan spends roughly VND2,000bn in advertisement and promotion. 
Thanks to such a high investment in marketing, the group represents innovation 
in Vietnam’s packaged F&B with many remarkable products, such as OMACHI 
and KOKOMI instant noodles (24% market share as at 2018), CHINSU brand 
in fish sauce, chili sauce and soy sauce. CHINSU brand is the 3rd well-known 
brand, with 97% penetration rate in 2019, which only ranks third to UNILEVER 
and VINAMILK according to Kantar World Panel.  

The group also owns VINMART/VINMART+, the largest modern trade chain 
stores in Vietnam with 3,320+ supermarkets and convenient stores in 10 top-
tier cities in the country’s Northern and the Southern regions. 
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We believe MSN's 180,000 POS and 3,320+ convenient stores will help the 
MEATDeli brand access the market quickly and easily, while at the same time 
MML could benefit from Masan Group’s marketing experience. 

Figure 12: Masan Meat Life (MML) reflects the ambition of Masan Group in meat business 

 
   SOURCE: VNDIRECT 

 

Figure 13: MML’s marketing strategy inherits from the tradition and rich experience of Masan Group 

 
   Source: MML 

 

  

No 1 packaged F&B producer in 

Vietnam. Highest market share in 

instant noodle, seasoning, chilli 

source

Top 3 industrial animal feed 

producers in Vietnam with Proconco, 

Conco and Biozeem brand

Leading private sector mining 

company

Best Bank in Vietnam Award 2018 

by Euromoney.

No 1 retailer (staple) with 3,600+ 

covenient stores and super market 

nation wide

Leading in chilled meat with 

MeatDeli brand

Brand penetration 97% (2nd place 

next to Vinamilk)

Aiming to be the top 3F producer in 

Vietnam with 10% pork market 

share in 2022-23

Top brands: Chinsu, Tamthaitu, 

Omachi, Nam ngu, Wake up 247
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Ready-to-eat products are the icing on the cake  

RTE caramelised pork and pork jambon, which are two primary food products 
in the feed – farm – food chain, were released in Mar 2020. We tried the 
products and were quite impressed with the taste and the technology that MML 
employed to delivery cooked meal. The caramelised pork is very tasty and 
doesn’t feel like packaged food, instead tastes like freshly cooked meal. We 
believe such good products will be favoured by busy families and young people, 
who prefer traditional food but don’t have time to cook. 
 

Figure 14: MML’s ready-to-eat caramelised pork  Figure 15: MML’s pork jambon  

 

 

 

   Source: MML     Source: MML 

 

Animal feed is the cash-making foundation for MML’s big ambition in the 

future 

MML’s BIO-ZEEM feed brand is a pioneering product in terms of delivering high 
productivity, anti-biotic free and containing no weight gain stimulus. It is 
Vietnam’s 3rd largest animal feed brand, commanding an 8% market share in 
FY19 in terms of sales volume. Revenue from animal feed accounted for 98% 
of MML’s net revenue in FY19 while output reached 1.4m tonnes (utilisation 
rate of 42%). Pig feed is the major animal feed product, contributing 37% to 
total feed revenue and 38% to total volume.  

MML’s feed jumped 42.4% yoy in FY16 thanks to huge investment in marketing 
activities. However, feed revenue fell continuously in 2017/2018/2019 by -23% 
yoy/ -25% yoy/ -4% yoy, due to the nation’s shrinking pig herd and serious pig 
diseases (foot-and-mouth disease and ASF).  

Figure 16: MML's revenue decreased in FY17-19, seriously affected 
by animal diseases 

 Figure 17: Pig feed is MML's main revenue contributor in 2019 

 

 

 
   Source: MML     Source: MML 
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BUOYANT REVENUE AND EARNINGS GROWTH OVER FY20-22F  

Meat business is the key growth driver in FY20-22F on the back of retail 

network expansion and increasing sales volume per POS  

MML’s meat retail network expanded quickly to 3,600+ POS in Jan 2020 from 
624 POS in Dec 2019 after Masan Group gained control of Vinmart/Vinmart+ 
supermarket-convenient store system. MML targets 4,000 POS in FY21F and 
5,230 POS in FY22F, with most of the new POS are franchised stores. We 
believe MML will reach its POS expansion targets without obstacles in FY20-
22F period. 

Since the COVID-19 outbreak in Jan 2020, the Vietnamese, especially people 
living in urban areas have limited their visits to crowded, low-sanitary placed 
such as traditional wet markets due to concern of infection. Instead, their 
shopping at modern trade stores has increased strongly, and the demand for 
branded and clean meat has also accelerated sharply on higher health 
awareness in the crisis time, per our observation. As the pandemic can partly 
accelerates the premiumisation trend in big cities, we project meat sales 
volume per POS to jump 35% yoy in FY20F, and grow a further 20% yoy per 
annum in FY21-22F, reaching 902kg/month in 2022F. 

Figure 18: Meat POS and sale volume/POS are expected to increase quickly in FY20-22F 

 
Source: VNDIRECT RESEARCH 

We expect MML’s topline to grow 30.2% yoy in FY20F, with meat business 
being the main driver thanks to higher ASP, 3,400+ new meat retail POS and 
higher sale volume per POS. Meanwhile, feed business is expected to post a 
modest growth of 6.9% yoy in FY20F as the blended results of increased 
demand for poultry and fish feed with a flat demand for pig feed. Meat business 
will widen its proportion to 19.9% of net revenue in FY20F, from just 2.4% in 
FY19. In FY20-22F, we believe MML’s MEATDeli brand to strengthen and 
become popular in Vietnam’s urban area, hence the company’s topline is 
expected to accelerate at a CAGR of 13.1%, driven mainly by meat business 
(given the rise in POS number and monthly meat sales volume per POS). Meat 
business is expected to contribute 26.6% to total revenue in FY22F. 

Animal feed will be the cash maker for meat expansion plan in FY20-23F  

MML’s current capacity meets only 4% of its FY23F target. Hence, in the next 
five years, MML is expected to spend VND16.5tr to (1) increase its farm 
capacity to 4.4m porkers/year from 80,000 porkers now, with 20% to be 
provided by MML’s farms and 80% outsourced, (2) double its slaughterhouse 
capacity to 2.8m porkers/year, (3) expand the cold chain distribution network in 
Vietnam’s Northern region to all over the country and increase numbers of POS 
to 5,000 by 2022F, 85% of them are franchised MEATDeli agents. MML 
expects 60% of the required capital to be funded by animal feed business’ 
retained earnings. 
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Net profit growth to accelerate in FY20-22F thanks to improving gross 

margin and tax incentive 

MML’s average COGS stood at VND58,443/kg of chilled meat, as per the 
company’s announcement in Jul 2019. As 70% of breeding and farming 
expenses come from animal feed while pig feed price is expected to stay flat in 
FY20F, we expect MML’s COGS to stay stable throughout FY20F. On the other 
hand, the average selling chilled pork price of MML is expected to stay at 
VND118,750/kg in FY20F due to pork shortage caused by ASF. (Note that 
MML’s chilled pork price is around VND160,000/kg as at Apr 2020). Therefore, 
gross margin of the meat segment is expected to improve to 51.2% in FY20F 
from 38.5% in FY19, which in turn will boost blended gross margin to 21.9% in 
FY20F from 16.4% in FY19.  

In addition, the blended tax rate is expected to be cut to 8.0% in FY20F from 
34.9% in FY19, as applicable tax rate for feed business returns to a normal 
level (15%). Meanwhile both the subsidiaries Proconco and Anco are projected 
to make profit in FY20F while meat business enjoys a tax incentive (0% in 2018-
22F and 7.5% in 2023-30F). As a result, FY20F net profit is expected to soar 
tenfold to VND1,371bn, with net margin improving 6.8% pts to 7.6%. 

In FY21F, although meat ASP is forecast to fall 10% yoy, MML’s blended gross 
margin is expected to improve slightly by 0.1% pts in FY20F to 22.0% thanks 
to higher gross margin of the feed business and a change in MML product mix 
as meat revenue contribution to the total revenue increases. MML’s net profit 
is forecast to rise 12.9% in FY21F. 

In FY22F, MML’s blended gross margin is expected to gain 1.9% pts to 23.8% 
thanks to forecasted improved gross margin of feed business and a change in 
product mix as the proportion of meat revenue continues rising. Net profit of 
FY22F is expected to jump 42.2% yoy to VND2,217bn as a result. 

Figure 19: MML’s FY19-22F forecasted P&L 

 
   Source: VNDIRECT RESEARCH 

VNDbn 2019A 2020E 2021E 2022E

Net revenue 13.799             17.962         19.946         22.980         

% yoy -1,3% 30,2% 11,0% 15,2%

Animal feed -3,6% 6,9% 8,1% 8,4%

Meat N/a 981,7% 22,8% 39,4%

Gross profit 2.266               3.937           4.387           5.480           

Gross margin 16,4% 21,9% 22,0% 23,8%

Animal feed GM 14,4% 14,7% 15,9% 17,3%

Meat GM 38,5% 51,2% 43,5% 41,8%

SG&A (1.478)              (1.795)          (1.993)          (2.296)          

SG&A as % revenue 10,7% 10,0% 10,0% 10,0%

EBIT 788                  2.142           2.394           3.183           

EBIT margin 5,7% 11,9% 12,0% 13,9%

%yoy 42,0% 172,0% 11,7% 33,0%

EBITDA 1.477               2.864           3.265           4.201           

EBITDA margin 10,7% 15,9% 16,4% 18,3%

% yoy 25,9% 93,9% 14,0% 28,7%

Tax (198)                 (134)             (161)             (214)             

Tax rate -34,9% -8,0% -8,5% -8,0%

Net profit to ordinary 115                  1.371           1.547           2.200           

Net margin 0,8% 7,6% 7,8% 9,6%

%yoy 20,7% 1088,3% 12,9% 42,2%

EPS dilutted 338                  4.015           4.531           6.443           

EPS growth 20,7% 1088,3% 12,9% 42,2%
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VALUATION 

Initiation with ADD and target price of VND73,700 

We believe MML is a pick-me-up to catch up with the rising trend of clean, safe 
food in Vietnam.  

Our TP is based on the combination of 10-year-DCF (WAAC 9.2%; Cost of 
equity 11.2%; LTG 1.0%) and target FY20F EBITDA of 10.0x. MML’s share is 
trading at EV/EBITDA forward of 6.0 x, which is 40% below global Feed-Farm-
Food peers’ average. We use EBITDA multiple as the company is in the early 
stage of heavy CAPEX investment period. 

Major risks are: (1) lower-than-expected chilled meat consumption in Vietnam, 
(2) slower-than-expected expansion of MML’s new POS, and (3) the prices of 
key animal food rising faster than expected. 

Minority interest accounted for 29% of MML total shareholder equity in FY19 
as MML owns only 75% of PROCONCO, which generates 85% of its annual 
animal feed revenue. The minority shareholder has no interest in MML’s meat 
business due to the fact that all meat-related activities (including pig farming, 
animal feed for pig farming, slaughtering and packaging) runs through ANCO 
subsidiary, which is fully owned by MML. 
 

Figure 20: Valuation summary 

 

Source: VNDIRECT RESEARCH 
 

Figure 21: Discounted Cash Flows - Free Cash Flows to Firm (FCFF) 

 
Source: VNDIRECT RESEARCH 

 

  

Methodology  Price  Weight  Weighted price 

FCFF 76,037            50% 38,019                

EV/EBITDA 71,300            50% 35,650                

Target price 73,700                

Present value of Free Cash Flows to Firm  (VNDbn) 11,772                                  

Present value of Terminal value (VNDbn) 16,203                                  

Enterprise Value (VNDbn) 27,975                                  

(3,314)                                   

Equity Value 24,661                                  

No. of Outstanding Share (million) 324                                       

Equity value per share (VND) 76,037                                  

WACC 9.2%

Cost of Equity 11.2%

Long-term growth 1.0%

Net debt (VNDbn)
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Figure 22: Discounted Cash Flow 

 
   Source: VNDIRECT RESEARCH 

Figure 23: Multiple (EV/EBITDA) 

 
Source: VNDIRECT RESEARCH 

 

Figure 24: Peer comparison (Data as at 20 Apr 2020) 

 
   Source: VNDIRECT RESEARCH 

  

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

1            2            3            4            5            6            7            8            9            10          

EBIT 1,666      1,902      2,671      2,948      3,257      3,653      3,993      4,307      4,597      4,864      

Add: Depreciation & Amortization 722        872        1,018      1,186      1,369      1,509      1,601      1,695      1,791      1,890      

Less:Capital expenditure (3,303)     (2,195)     (2,472)     (2,842)     (3,127)     (1,467)     (1,503)     (1,540)     (1,579)     (1,621)     

Changes in Working Capital (253)       145        604        216        (14)         (14)         (13)         (13)         (12)         (11)         

Free Cash Flow (FCF) (1,168)     724        1,821      1,506      1,485      3,682      4,078      4,449      4,797      5,123      

Less:Taxes Paid (134)       (161)       (214)       (335)       (366)       (409)       (444)       (477)       (507)       (534)       

Free Cash Flows to Firm (1,302)     563        1,607      1,171      1,119      3,273      3,634      3,972      4,290      4,589      

Terminal Value 46,633    

PV of FCFF (1,192)     472        1,235      824        721        1,932      1,964      1,966      1,945      1,905      

PV of Terminal Value 16,203    

EBITDA 2020F (VNDbn) 2,864                        

Target EV/EBITDA 2020F (x) 10.0                          

Net debt (VNDbn) 4,956                        

Minority interest (VNDbn) 2,196                        

Cash & Equivalent (VNDbn) 1,642                        

Market capitalization 2020 (VNDbn) 23,133                       

Total share outstanding (m) 324.3                        

Implied share price 2020F (VND/share) 71,326                       

TTM FY20F TTM FY20F TTM FY20F TTM FY20F TTM FY20F

Tyson Food Group TSN US NR N/a 20,606       1.3% 9.4% 7.8 7.0 1.4 1.4 14.7% 15.1% 6.1% 6.6% 0.8

CPFoods CPF TB NR N/a 8,134         148.0% 14.5% 11.3 12.1 1.2 1.2 10.7% 9.7% 2.9% 3.2% 1.3

Thai Union TU TB NR N/a 1,988         -2.2% 29.5% 13.5 11.5 1.4 1.3 8.3% 10.7% 2.7% 4.0% 1.1

First resource FR SP NR N/a 1,350         85.3% N/a 12.0 10.5 1.3 1.2 9.0% 12.6% 5.4% 8.0% 0.4

Nisshin Oillio 2602 JP NR N/a 1,134         21.2% N/a 8.1 8.5 0.8 0.8 6.7% 6.2% 3.5% 4.9% 0.4

Great Wall Enterprise 1210 TT NR N/a 1,062         13.6% N/a 8.8 9.2 1.7 1.5 13.6% 13.5% 5.1% 5.1% 0.6

Average 5,712         44.6% 17.8% 10.2 9.8 1.3 1.2 10.5% 11.3% 4.3% 5.3% 0.7

Median 1,669         17.4% 14.5% 10.1 9.9 1.3 1.2 9.9% 11.6% 4.3% 5.0% 0.7

Masan Meatlife MML VN ADD 73,700 747            20.7% 1088.3% 11.6 6.0 2.2 3.8 4.9% 18.0% 2.5% 8.4% 0.7

EV/EBITDA  P/B (x) ROE (%) ROA (%)

D/E(x)

EPS growth (%)

Dairy producer

Bloomberg 

code Recom.

Target 

price 

(VND)

Market cap

(US$m)
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APPENDIX: VIETNAM’S MEAT MARKET – POTENTIAL BUT 

UNSTANDARDISED 

In FY18 total meat sales rose 3.7% yoy to 4.09m tonnes. Pork is the staple 
meat in Vietnam, accounting for 66% of the total meat consumption, followed 
by poultry and beef. Vietnam’s meat market value was estimated at VND272tr 
in FY2018, 62% of which was of pork. Despite the fact that pork is the main 
meat, the local pork market remains at a low base as 99% of the consumed 
pork is warm meat and 95% is unsafe (pigs fed with antibiotics or weight gain 
stimulus; slaughtered in small scale, low-hygiene standard; the meat is 
transported without veterinary control; sold in wet markets which have high risk 
of contamination).  

 

Figure 25: Meat in Vietnam has high risk of contamination 

 
   Source: MML 

 

Figure 26: Vietnam’s meat production slowed in FY17-18, affected 
by animal diseases 

 Figure 27: Pork accounted for 66% in terms of volume and 62% in 
terms of value in Vietnam’s meat consumption in FY2018  
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CPFoods and Vissan are leading farm and food players, while MML 
focuses on building consumer brand for chilled meat. CPFoods is not only 
the number one feed producer, but also the largest player in Vietnam’s farming 
business. CPFoods focuses on live hogs, chicken. It earned VND39.7tr from 
farming in FY2018. Vissan is currently the biggest player in food business, the 
main products of whom include warm pork and processed pork. Vissan focuses 
on warm meat and processed red meat. It held 22.5% market share of 
packaged food in 2018. MML is the country’s pioneer in chilled meat. 

Figure 28: CPFoods and Vissan leading Vietnam’s Farm and Food business 

 

Source: VNDIRECT RESEARCH 

 

VIETNAM’S ANIMAL FEED MARKET: DOMINATED BY FOREIGN 

PLAYERS  

Vietnam’s animal feed production (pig, poultry and aquaculture) grew 
moderately at an 8.1% CAGR in FY13-18, reaching 21.4m tonnes in FY18. 
The market value is estimated at VND173tr. Pig feed accounted for 56% of total 
production. Animal feed production growth plunged to 6% yoy in FY17 and 4% 
yoy in FY18, from 13% yoy in FY16 due to lingering diseases on pigs and 
poultry, including bird flu, foot-and-mouth disease and ASF. In 2019, Vietnam’s 
animal feed growth further slowed due to ASF’s extended impact since 4Q18. 

 

Figure 29: Animal feed production slowed due to animal diseases 
since 2017 

 Figure 30: Pig feed accounted for most of animal feed 
consumption 

 

 

 

   Source: MML     Source: MML 
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CPFoods and MML lead Vietnam’s animal feed market, while the 
penetration of industrial feed has been increasing. CPFoods, a Thai feed 
producer, holds the largest market share, standing at 14% in 2018. MML 
commands 13%, followed by Cargill and De Heus. MML is the only Vietnamese 
firm among the top four producers. Besides, the local industrial feed penetration 
rate has increased 11% pts to 67% in 2015 vs. 2010 and is expected to 
continue rising in FY20F. MML is the pioneer in products with high productivity, 
free of antibiotics and weight gain stimulus. It has stronger branding activity 
than Cargill and CPFoods. 

Figure 31: Animal feed market is led by foreign producers (Market 
share in 4M2019) 

 Figure 32: Local industrial feed penetration is increasing, grabbing 
share from imported feed 

 

 

 
   Source: MML     Source: MML 
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Income statement

(VNDbn) 12-19A 12-20E 12-21E

Net revenue 13,799 17,962 19,946

Cost of sales (11,533) (14,025) (15,559)

Gen & admin expenses (797) (987) (1,096)

Selling expenses (681) (808) (898)

Operating profit 788 2,142 2,394

Operating EBITDA 1,477 2,864 3,265

Depreciation and amortisation (690) (722) (872)

Operating EBIT 788 2,142 2,394

Interest income 77 100 111

Financial expense (364) (601) (630)

Net other income 58 12 14

Income from associates & JVs 10 13 14

Pre-tax profit 568 1,666 1,902

Tax expense (198) (134) (161)

Minority interest (254) (161) (194)

Net profit 115 1,371 1,547

Adj. net profit to ordinary 115 1,371 1,547

Ordinary dividends (24) (324) (324)

Retained earnings 92 1,046 1,223

Balance sheet

(VNDbn) 12-19A 12-20E 12-21E

Cash and equivalents 1,486 1,002 1,173

Short term investments 156 204 226

Accounts receivables 1,064 1,371 1,339

Inventories 1,529 1,991 2,210

Other current assets 108 651 1,041

Total current assets 4,343 5,218 5,989

Fixed assets 7,708 10,184 11,395

Total investments 2,173 2,173 2,173

Other long-term assets 488 653 598

Total assets 14,711 18,227 20,156

Short-term debt 1,783 2,737 3,034

Accounts payable 858 1,116 1,240

Other current liabilities 851 1,108 1,318

Total current liabilities 3,492 4,961 5,591

Total long-term debt 3,173 4,084 4,162

Other liabilities 523 681 756

Share capital 3,243 3,243 3,243

Retained earnings reserve 140 1,118 2,263

Shareholders' equity 5,327 6,305 7,450

Minority interest 2,196 2,196 2,196

Total liabilities & equity 14,711 18,227 20,156

Cash flow statement

(VNDbn) 12-19A 12-20E 12-21E

Pretax profit 568 1,666 1,902

Depreciation & amortisation 690 722 872

Tax paid (217) (134) (161)

Other adjustments 255 (476) (491)

Change in working capital (817) (253) 145

Cash flow from operations 479 1,525 2,266

Capex (2,117) (3,303) (2,195)

Proceeds from assets sales 30 (34) 17

Others (156) (47) (22)

Other non-current assets changes 77 (165) 54

Cash flow from investing activities (2,167) (3,549) (2,146)

New share issuance 0 0 0

Shares buyback 0 0 0

Net borrowings 1,839 1,865 375

Other financing cash flow 0 0 0

Dividends paid (24) (324) (324)

Cash flow from financing activities 1,815 1,540 51

Cash and equivalents at beginning of period 1,358 1,486 1,002

Total cash generated 127 (484) 171

Cash and equivalents at the end of period 1,486 1,002 1,173

Key ratios

12-19A 12-20E 12-21E

Dupont

Net profit margin 0.8%    7.6%       7.8%    

Asset turnover 1.00      1.09         1.04      

ROAA 0.8%    8.3%       8.1%    

Avg assets/avg equity 2.58      2.83         2.79      

ROAE 2.2%    23.6%      22.5%   

Efficiency

Days account receivable 9.9       9.9          9.9       

Days inventory 48.4      51.9         51.9      

Days creditor 27.1      29.1         29.1      

Fixed asset turnover 1.93      2.01         1.85      

ROIC 0.9%    8.9%       9.2%    

Liquidity

Current ratio 1.2       1.1          1.1       

Quick ratio 0.8       0.7          0.7       

Cash ratio 0.5       0.2          0.3       

Cash cycle 31.2      32.7         32.7      

Growth rate (yoy)

Revenue growth (1.3%)   30.2%      11.0%   

Operating profit growth 42.0%   172.0%    11.7%   

Net profit growth 20.7%   1,088.3% 12.9%   

EPS growth 20.7%   1,088.3% 12.9%   
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DISCLAIMER 

This report has been written and distributed by Research Department, VNDIRECT Securities Corporation. The information 
contained in this report is prepared from data believed to be correct and reliable at the time of issuance of this report. Unless 
otherwise stated, this report is based upon sources that VNDIRECT considers to be reliable. These sources may include but are 
not limited to data from the stock exchange or market where the subject security is listed, or, where appropriate, any other market. 
Information on the company(ies) are based on published statements, information disclosure and announcements of the 
company(ies), and information resulting from our research. VNDIRECT has no responsibility for the accuracy, adequacy or 
completeness of such information. 

All estimates, projections, forecasts and expression of opinions contained in this report reflect the personal views and opinions of 
the analyst(s) responsible for the production of this report. These opinions may not represent the views and position of VNDIRECT 
and may change without notice. 

This report has been prepared for information purposes only. The information and opinions in this report should not be considered 
as an offer, recommendation or solicitation to buy or sell the subject securities, related investments or other financial instruments. 
VNDIRECT takes no responsibility for any consequences arising from using the content of this report in any form.  

This report and all of its content belongs to VNDIRECT. No part of this report may be copied or reproduced in any form or 
redistributed in whole or in part, for any purpose without the prior written consent of VNDIRECT. 

 

RECOMMENDATION FRAMEWORK 

Stock Ratings Definition: 

 Add The stock’s total return is expected to reach 15% or higher over the next 12 months. 

 Hold The stock’s total return is expected to be between negative 10% and positive 15% over the next 12 

months. 

 Reduce The stock’s total return is expected to fall below negative 10% over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and 

the current price and (ii) the forward net dividend yields of the stock. Stock price targets have an investment horizon of 12 

months. 

  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive 

absolute recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute 

recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative 

absolute recommendation. 
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