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Airports Corporation of Vietham

A play on the world’s fastest growing aviation market

m Airports Corporation of Viethnam (ACV) is the country’s monopoly airport operator. It
now operates 22 airports nationwide.

m The company is riding on the country’s buoyant aviation market, which has seen
passenger throughput volume expand by a 4-year CAGR of 19.9% (2013-17).

m We prefer ACV to airline stocks as it is less exposed to rising fuel prices, while being a
likely beneficiary of intensifying competition between regional airlines, in our view.

m Initiate coverage on ACV with an Add rating and a DCF-based TP of VND112,000.

m We see domestic passenger fee hikes, expected divestment by the MoT and an
imminent migration from UPCOM to the main bourse, as key short-term catalysts.

Likely beneficiary of air passenger boom over the next decade
Vietnam is one of the most dynamic aviation markets in the world, with passenger volume
rising by a 4-year CAGR (2013-17) of 19.9%. In our view, ACV is well positioned in a highly-
favourable market based on the following attributes: 1) a monopolistic market position; 2)
a growing middle-class that is spending more on leisure travel; and 3) low air travel
penetration relative even to the ASEAN region. Hence, we expect ACV’s passenger
volume to rise by more than 15% yoy over the next five years (FY18-22F).

Passenger fee hike to boost FY18F pre-tax profit growth to 27.2%

In 2017, the Ministry of Finance (MOF) and the Civil Aviation Authority of Vietham (CAAV)
approved a plan for the adjustment of domestic passenger fees which were artificially low.
According to the plan, ACV will charge each passenger on a domestic flight VND100,000
starting in 3Q18, compared to the previous fee of around VND63,000. We expect FY18F
blended service fee/passenger to rise to VND106,451 (+22.9%), equivalent to an additional
VND1,934bn in pretax profit.

MOT’s divestment of ACV stake to be a significant catalyst

The Ministry of Transport (MOT) plans to divest 30% of its current ownership of 95% in
ACV by end-2020F. We expect the divestment to help create free float, thus improving the
valuation of the company. Moreover, the MOT intends to sell its stake to financial investors
rather than strategic investors after declining an offer from Aeroport de Paris (ADP) in 2017.
ACV has also announced that it will pursue a HOSE listing, which could happen in 2019F.
However, firstly, ACV must reach a consensus with the MOT on the accounting treatment
of flight assets, namely runways and taxiways.

Higher return on capital justifies higher valuation

ACV currently trades at a FY19F EV/EBITDA of 13.1x in line with the regional peer average
of 13.1x. However, we believe the stock deserves to trade at a significant premium to
regional peers because: 1) the company’s FY18-19F ROE of 18.1%-20.8% is much higher
than the regional peer average of 14.7%-15.1% in FY18-19F; 2) ACV is a monopoly airport
operator in Vietnam and the risk of new entrants is limited, in our opinion; and 3) Vietnam’s
aviation market is the fastest growing in Asia in terms of passenger traffic.

Risks

Political risk should be considered when investing in ACV as the government decides the
fee schemes for several services, such as taking off/landing services, general passenger
services and security check services. We believe the risk is minimal at the moment as the
MOT is still ACV’s major shareholder. Furthermore, ACV is highly exposed to FX rate
fluctuations, especially the VND-JPY rate, as the company has large JPY-denominated
debt, part of official development assistance (ODA) from Japan to Vietnam.
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Financial Summary

Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F
Revenue (VNDb) 10,691 13,849 17,822 20,766 23,286
Operating EBITDA (VNDb) 5,969 8,736 11,798 13,911 15,593
Net Profit (VNDb) 2,696 4,182 5,257 6,992 7,725
Core EPS (VND) 1,387 1,921 2,415 3,211 3,548
Core EPS Growth 40.2% 38.5% 25.7% 33.0% 10.5%
FD Core P/E (x) 63.43 45.81 36.45 27.40 24.80
DPS (VND) 1,255 600 1,000 1,000 1,000
Dividend Yield 1.43% 0.68% 1.14% 1.14% 1.14%
EV/EBITDA (X) 28.19 21.15 15.65 13.06 11.39
P/FCFE (x) 44.6 NA 109.7 51.2 39.5
Net Gearing (10.6%) (16.0%) (14.3%) (20.4%) (27.1%)
P/BV (x) 8.13 7.00 6.14 5.23 4.48
ROE 12.4% 16.4% 18.0% 20.6% 19.5%
% Change In Core EPS Estimates
CIMB/consensus EPS (x) 0.96 1.11

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH CERTIFICATIONS, ARE PROVIDED AT THE END OF THIS REPORT. IF THIS REPORT IS DISTRIBUTED IN THE
UNITED STATES IT IS DISTRIBUTED BY CIMB SECURITIES (USA), INC. AND IS CONSIDERED THIRD-PARTY AFFILIATED RESEARCH.
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Riding on Vietnam’s aviation
boom

INVESTMENT THESIS

ACYV to be a huge beneficiary of Vietham’s air travel boom
over the next decade »
Vietnam'’s air travel penetration is rising, driven by socio-economic factors

Among all Southeast Asian countries, Vietham has the lowest air travel
penetration, as measured by Revenue Passenger Kilometer (RPK) per capita
(source: Vietjet Aviation Corp’s IPO Prospectus 2016). However, Vietnam’s RPK
per capita has been rising rapidly over the last five years (2013-17), thanks to the
expansion of Low-Cost Carriers (LCCs) and increasing leisure travel spend. As a
result, passenger traffic throughput at Vietnamese airports has risen by a 4-year
CAGR 0f 19.9% (2013-17) to 94.1m in 2017. We expect Vietnam passenger traffic
to grow by around 15% p.a. over the next five years (2018-22F), based on the
following factors:

A growing middle-class population: According to the Mekong Development
Institute, Vietnam’s middle-class population will expand to 33% of the total
population by 2020F, compared to the current level of 30%. A survey by the
Brookings Institute in Nov 2017 expects Vietnam’s middle-class population
growth rate to reach 18% p.a. over 2016-20F, outpacing Malaysia's and
Thailand’s expected growth rates of just 4%. The rise of the middle-class
population in Vietnam is likely to lead to several socio-economic changes,
especially the gradual transition from an export-driven economy to a more
consumer-driven economy. This is likely to lead to a strong increase in
demand for quality of life-boosting goods and services, including leisure travel.
Currently, Vietham’s 2017 GDP per capita is estimated at only one-third that
of Thailand’s and one-fourth that of Malaysia’s (source: International
Monetary Fund, IMF, 2017). As a result, the country’s air travel penetration
remains low. However, Vietnam’s 2017 GDP growth rate of 6.8% outpaced
Thailand’s 3.9% and Malaysia’s 5.8%. Given that we believe there is a strong
correlation between per capita income and air travel penetration, we believe
Vietnam’s RPK/capita will rapidly catch up with those of its richer neighbors
due to its faster pace of economic growth.
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Figure 1: Annual passenger traffic growth by 2030F, based on
IATA estimates

Figure 2: RPT per capita vs. GDP per capita (2015)
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e More people are choosing air travel over rail and road travel as low-cost
carriers (LCCs) are reshaping the domestic passenger transport industry. The
establishment of Vietjet Aviation JSC (HOSE: VJC, Not Rated) has created
cheaper and more convenient travel options compared to other modes of
transport. For example, to travel between Hanoi and Ho Chi Minh City
(HCMC), a passenger would have to pay around VND900,000 for a coach trip
or VND1.3m for a one-way train trip. Furthermore, the passenger would have
to incur other expenses along the way for food and drink, for example, as the
trip would take a day-and-a-half. Travelling by air would cost a similar amount
but the trip duration would be seven times shorter than by train, even after
including the wait time before take-off. According to VJC, air transport share
as a percentage of Vietham'’s passenger transport market has doubled since
2011 to reach around 0.7% in 2017. Meanwhile the market shares of rail and
river transport have dropped over the same period. Road transport is still the
dominant medium of travel, accounting for 94% of total passenger

transportation volumes in 2017.

Figure 3: Average fare for one-way trip (2017)
Trip HCMC - Hanoi HCMC - Danang
Mode Time hrs Fare VND |Time hrs Fare VND
VJC 2:05 994,000 1:20 693,000
Coach 35:00 861,385 15:30 406,000
Rail 34:00 1,300,000 |17:00 892,000
Figure 4: Growth in number of passengers (2011-16) Figure 5: Number of domestic air passengers in millions (2013-
17)
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Upwardly-mobile Vietnamese now prefer to spend their holidays overseas.
An increasing number of wealthy middle-class and upper-class citizens prefer to
take their holidays in foreign countries, even during the Tet holiday that is
traditionally the time for family gatherings. These days, many upper-class citizens
choose to hold their Tet family gatherings overseas. This is a structural change in
the preferences and spending behaviour of the Vietnamese people. According to
Euromonitor, Vietnamese outbound tourism has been growing by 10-15% p.a.
over the past three years and could maintain double-digit growth rates over the
next decade. Top foreign travel destinations for Vietnamese travelers are China,
Cambodia and Thailand due to the affordability of these destinations. A small
number of wealthy travellers favour the US and Germany. Japan and South Korea
are also increasingly becoming destinations of choice for many travellers as they
gradually loosen visa policies for Vietnamese tourists. The main reason for this is
the strengthening of economic and political relationships between Vietham and

the countries of Japan and South Korea.
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Figure 6: Number of Vietnamese outbound trips (m) Figure 7: Foreign travel destinations of Viethamese tourists
(‘000) in 2017
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Foreign passenger traffic is growing twice as fast as domestic passenger
traffic owning to Vietnam'’s rising popularity as a travel destination for outbound
tourists from Northeast Asian countries, especially Japan, South Korea, China and
Taiwan. These countries are also among the largest sources of foreign direct
investment (FDI) in Vietnam. The top three countries in terms of foreign visitors
(China, South Korea and Japan) accounted for 58.7% of the total number of
foreign visitors to Vietnam in Jan-Mar 2018, up from 32.2% in Jan-Mar 2015.
While the rise of Chinese tourists to Vietham has likely been due to the rise in
China’s middle-class population, the increasing number of Korean and Japanese
tourists could be associated with rising FDI inflows from these countries. South
Korea and Japan accounted for 44.7% of Vietnam’s total registered FDI of
US$8.1bn over the first four months of 2018. As Vietham becomes increasingly
popular with both tourists and investors from Japan, South Korea and Taiwan, we
expect the number of air passengers from these countries to rise.

Figure 8: Monthly number of foreign visitors, by country (m)
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Competition between airlines to fuel passenger traffic growth

The transport capacity of domestic airlines has grown strongly over the last three
years thanks to the expansion of VJC. VJC is the largest and fastest-growing LCC
in Vietham as measured by capacity. Since 2013, VJC’s capacity has expanded
significantly, as represented by the Available Seat Kilometer (ASK), at a rate of
around 49.6% p.a. to touch 20,757m in 2017. The LCC has contributed the most
to the booming supply in the Viethamese aviation industry. Total capacity of
Vietnam Airlines (UpCOM: HVN, Not Rated) and VJC, the two largest carriers that
have a combined market share of 84% in terms of passengers carried in 2017,
has grown by 18% yoy on average over 2013-17. Moreover, VJC plans to increase
its fleet size by another 34% over the next three years (2018-20F) thereby
boosting system-wide supply and, potentially, reducing fares.

The competition in Vietnam’s aviation industry has intensified over the past
decade. HVN and Jetstar Pacific (JPA, Unlisted), a subsidiary of HVN, joined the
race in 1990. HVN is now rejuvenating its fleet by entering into aircraft purchase
contracts to scale up its fleet to 92 aircraft (+29.6%) by 2021F. The company plans
to focus on the higher-end, full-service segment by increasing the number of wide-
body aircraft, including new-generation models such as the Airbus A350 and
Boeing 787 Dreamliner. In 2017, HVN acquired five aircraft, including one B787-
9 Dreamliner that was delivered in May 2017 and three A350-900s that were
delivered in Jun, Sep and Dec 2017, respectively. These aircraft were deployed
on long-haul international routes such as HCMC-London. HVN also launched a
new marketing campaign recently that featured: 1) a redesigned logo, and 2) an
announcement of upgraded in-flight service quality. HVN and JPA launched a
“‘dual-brand” marketing campaign in 2015 that gives members of HVN'’s
Lotusmiles programme bonus points when they buy a Starter Plus flexible ticket
or Starter Max optimal ticket from JPA. This campaign aims to encourage clients
to book flights on both HVN and JPA. A customer could book JPA for short-haul
flights and use the bonus points received to purchase VNA’s 4-star flights. By
2021F, we estimate the total fleet size of VIJC, HVN, and JPA could reach 194
aircraft, +32% compared to the current fleet size of 147. This is equivalent to a
9.7% increase in fleet size p.a. on average. The total capacity as measured in
ASK could rise even faster as these carriers plan to acquire larger and more wide-
body aircraft.

Furthermore, we think there could be new entrants into the domestic air transport
market, even though the barriers to entry are high. Bamboo Airways, a subsidiary
of FLC Group JSC (HOSE: FLC, Not Rated), plans to launch its air travel services
by the end of 2018F, according to the company. Bamboo Airways intends to
purchase 24 aircraft to serve tourist hot-spot cities in Vietham such as Nha Trang
and Da Nang, as well as other Asian destinations such as Thailand, Singapore
and China. However, we have not seen any orders from Bamboo Airway appear
on the order books of either Airbus or Boeing. Given that airlines must place
aircraft orders far in advance and often wait years for delivery, we believe the
launch of the company could be delayed.

Figure 9: Fleet size and aircraft orders of Vietnam airlines (as of May 2018)
Vietjet Air Vietnam Airlines Jetstart Pacific
Model Operating Unfulfilled orders Operating Unfulfilled orders Operating Unfulfilled orders
A320ceo 28 0 17 0
A321ceo 30 6 57 0
A321neo 1 72
A330-200 6 0
A350-900 8 10
737 Max 100
Total 59 178 71 10 17 0
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Expansion of airport capacity to pave the way for ACV’s revenue growth

ACV now operates 22 airports nationwide, with the four largest airports accounting
for 84% of passenger traffic throughput in 2017. Over the last few years, Tan Son
Nhat International Airport (SGN), Noi Bai International Airport (HAN), and Danang
International Airport (DAD) have been operating above their designed capacities.
Faced with capacity constraints and continued rise in air travel demand, ACV
plans to expand the capacity of the major airports and build a new one. ACV
expects HAN, SGN, DAD and Cam Ranh International Airport (CXR) to be major
hubs in the Viethamese airlines’ networks.

Figure 10: Airport locations Figure 11: ACV’s expansion plan — annual passenger traffic capacity
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Figure 12: ACV’s passenger traffic (m) by airport (2016)
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ACV intends to upgrade SGN’s capacity to ease the current overload situation.
The construction of the new SGN Terminal 3 is slated to begin in 2019F and will
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cost VND9,800bn, according to the company. ACV stated that the project will be
funded internally and thus, additional borrowings or equity raising is not necessary.
We believe this is entirely possible as ACV has abundant cash flow from
operations; we estimate ACV’s free cash flow to equity (FCFE), excluding capex,
to be VND7,000bn-12,000bn p.a. in FY18-22F. The new terminal will have a
designed annual capacity of 15m passengers and bring SGN’s total annual
capacity to 45m passengers, +50% from the current designed annual capacity of
30m passengers. Terminal 3 will be located close to Terminals 1 and 2, while the
golf course to the north will be converted to aprons and potentially, another
terminal in the future. The target completion date for Terminal 3 is uncertain as
the project must go through land clearance, which can be a lengthy process in
Vietnam, particularly in densely populated urban areas.

Figure 13: Tan Son Nhat International Airport (SGN)
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In addition, ACV plans to invest VND5trillion (~US$217m) to upgrade another
three airports (HUI, HPH and VCL) in period 2018-20F.

Long Thanh International Airport (LTI) is another important project in the pipeline
for ACV. This project could be a key earnings growth driver for ACV in 10+ years.
This mega project was approved in Jun 2015 by the National Assembly. LTI will
be located in Dong Nai province, 40km away from Ho Chi Minh City (HCMC). ACV
estimates the total capex for LTI would be at least US$14.8bn. Upon completion,
the airport would be able to handle 100m passengers and 5m tonnes of cargo p.a.
The construction will be split into three phases. Phase 1 of the construction, which
could start in 2020F, requires capex of US$5.5bn and would be able to
accommodate 25m passengers p.a. The construction could take six years (2020-
25F). We think the capex for LTI's three phases will be funded by a combination
of ACV’s internal accruals, possibly ODA borrowings and strategic investors. As
the massive capex raises questions about the financial viability of the project, the
National Assembly has requested a feasibility study to be released by Jun 2019F.
The feasibility report could cost US$35m and requires 12 months to complete.
The feasibility study would include: 1) technical feasibility, 2) financial feasibility
and 3) profitability forecasts. As a result, the report’s conclusion could alter the
planned design and construction process of the airport.

The construction of LTI is a highly controversial topic. According to the Ministry of
Transport (MOT), the project is indispensable due to following reasons: 1) as
Vietnam’s passenger traffic has grown by around 18% yoy over the last five years,
SGN (even after future expansion) may not be able to satisfy the sizeable demand
in the long term; 2) LTI could become a new transit hub in Southeast Asia,
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competing with other regional hubs such as Singapore’s Changi Airport,
Bangkok’s Suvarnabhumi Airport and Hong Kong International Airport. However,
public opinion casts doubt on the future success of the project, in our view.

Figure 14: Long Thanh International Airport (LTI) project

Phasel Phase?2 Phase 3 Total
Capex (US$ bn) 5.5 5.0 4.3 14.8
Passenger volume (m) 25 25 50 100
Cargo (m tonnes) 12 0.3 35 5
Year of completion 2025F 2035F 2050F

Figure 15: Airport construction cost vs. capacity

Capacity, passengers/year, million

180
Al Maktoum
160 [}
140
120
Long Thanh

100

80 Chang(uala Lumpur HongKong

® [
60 Abu Dhabi New Doha
Bangkok
[ ]
40 . f
Dubai T3 Long Thanh P1
20 L
Construction costs, USS$ billion
0
0 5 10 15 20 25

Compared to other regional airports, we think LTI’s total cost/capacity is at an
acceptable level. However, LTI Phase 1 appears expensive, in our view. This
could be due to the huge upfront cost for site clearance and infrastructure. It is
very difficult to compare the construction costs of different airports because
component costs such as site clearance compensation, raw materials and labour
may vary significantly from country to country.

We believe it is necessary for Vietnam to build another southern airport in the
future due to the following reasons: 1) given that we expect SGN’s passenger
traffic to grow by around 15% yoy for the next five years (2017-21F), on average,
SGN would struggle to cope even after the expansion to 45m passengers p.a.; 2)
as the road traffic around SGN is fairly congested, building another airport far
away from HCMC could alleviate the traffic problems and enable terminal
expansion without costly road expansion. However, we are not confident on the
financial viability of LTI because: 1) the MOT may be overestimating transit
passenger traffic growth in Vietham over the long term, given that large hub
airports such as Changi International Airport and Hong Kong International Airport
register passenger traffic growth of only 3-4% p.a. (in 2014-16); 2) the significant
capex for LTI, even just for Phase 1, may face funding issues; 3) LTI, as a public
project, is highly susceptible to budget overruns, similar to what a number of public
projects in Vietham have experienced in the past, and this could further dent its
financial viability, in our view.
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Figure 16: Location of Long Thanh International Airport (LTI) is in fairly close proximity to Tan Son Nhat International Airport (SGN)

LTI will be located around 40km from SGN and serve
an area population of of more than 15 million people
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Domestic passenger fee hike to boost ACV’s FY18F pre-tax
profit growth to 27.2% »

In 2016, ACV proposed an increase in passenger service fees for domestic flights.
The MOF and the CAAV agreed to the proposal. Current passenger fees, as
defined by decision 1992/QD-BTC that was released in Aug 2014, show a wide
discrepancy between passenger fees for domestic and international flights. The
floor fees for international flights are fixed at around US$8/pax applied for Group
A airports (airports that operate 24 hours a day), more than twice the ceiling fees
for domestic flights. According to the regulators, domestic passenger fees could
be adjusted gradually from VND63,000/pax (~US$2.8/pax) to VND100,000/pax
(~US$4.4/pax) by the end of 2018F.

Figure 17: Passenger fees (2016, before adjustments in 2017)

Airport Minimum Maximum
International flights USD/pax

Tan Son Nhat (SGN) 10 20
Phu Quoc (PQC) 9 18
Danang (DAD), Can Tho (VCA) 8 16
Noi Bai (HAN)

T1 8 16
T2 13 25
Lien Khuong (DLI), Cam Ranh (CXR) 7 14
Others 4 8

Domestic flights VND/pax

Group A 31,818 63,636
Group B 27,272 54,545

Figure 18: Domestic passenger charge benchmarking — ASEAN as of August 2017
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Figure 19: Passenger ceiling fees for domestic flights (VND/pax)

Period Group A Group B
4Q17 75,000 70,000
1Q18 80,000 75,000
2Q18 85,000 75,000
2H18 100,000 80,000

We expect ACV’s FY18F revenue to reach VND17,880 (+29.1%) and pretax profit
to touch VNDG6,869 (+27.2%), supported by the following factors:

e A 15.8% increase in passenger traffic throughput to 108.9m in FY18F. We
estimate that domestic passenger traffic will grow by 11.0% yoy in FY18, while
the international passenger traffic growth rate will come in at 26.0%, based on
our estimates.
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A 22.9% increase in average passenger service fees to VND106,451/pax in
FY18F. This would be driven by a 42.7% yoy increase in domestic passenger
service fees to VND91,250/pax, while international passenger service fees
remain stable at around VND134,208/pax.

In our FY18F base case, we forecast that the company will not book any
revenue from landing charges.

We forecast non-aeronautical revenue will stay relatively flat with a slight
increase of 3.8% in FY18F.

Aeronautical
Passenger wvolume
International passenger
Domestic passenger
Flights
International

Domestic

Traffic/flight
Passenger handling fees
Int\l pax handling fee
Domestic pax handling fee
Non aeronautical

Figure 20: Key drivers of ACV’s income statement for FY18-20F, based on our estimates

growth yoy

growth yoy

growth yoy

number of flights/year
number of pax
growth yoy

number of pax
growth yoy

number of pax/flight
VND/pax

VND/pax

VND/pax

growth yoy

2016A 2017A 2018F 2019F 2020F
10.3% 3.6% 43.7% 19.3% 13.7%
28.0% 16.5% 15.8% 14.9% 13.9%
24.5% 27.3% 26.0% 24.0% 22.0%
29.5% 11.9% 11.0% 10.0% 9.0%
557,000 605,000 660,582 715,660 792,591
164,058 194,809 231,382 270,518 320,865
20.7% 18.7% 18.8% 16.9% 18.6%
392,942 410,191 429,200 445,142 471,727
25.5% 4.4% 4.6% 3.7% 6.0%
145 156 165 175 180
83,081 78,607 106,297 112,931 113,848
134,208 134,208 134,208 134,208 134,208
60,254 63,941 91,250 100,000 100,000
15.8% 10.7% 3.8% 3.8% 4.0%
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ACV share divestment by the MOT to be value-accretive to
shareholders »

The MOT is planning to divest 30% of its current 95% ownership in ACV by the
end of 2020F. We expect the divestment to create larger free float and hence,
boost ACV’s share price when it happens. The MOT intends to sell its stake to
financial investors, instead of to strategic investors, after failing to reach
agreement with Aeroports de Paris (ADP FP, Not Rated) in 2017 for a strategic
20% stake sale.

Furthermore, ACV is preparing for a HOSE listing that could materialise in 2019F,
according to the company. ACV must first reach agreement with the MOT on the
accounting treatment of the flight-operation assets, namely runways and taxiways.
The MOT plans to submit a draft proposal by the end of 2018F. The draft proposal
will decide on the accounting treatment for ACV’s take-off and landing-charge
assets as well as revenue from these flight-operation assets. Before the
equitisation in 2016, ACV reported the flight-operation assets on its balance sheet
and recognised revenue from these assets on its P&L. In 2015, ACV’s landing fee
revenue was around VND1,423bn. In 2016, its take-off and landing charge
revenue decreased by 66% yoy to VND482bn. The reduction was due to the
removal of a large chunk of flight-operation assets from ACV’s balance sheet. The
removal was due to the confusing ownership structure of flight-operation assets —
as the runways and taxiways belong to the Ministry of Defense (MOD), the MOD
could expropriate these assets and use them as military airfields when needed.
However, ACV pays for most of the maintenance and expansion capex relating to
these assets. In FY17, ACV excluded revenue from landing charges and reported
both these revenues and expenses under the receivable and payable account on
the balance sheet. We estimated FY17 landing charge revenue and expenses
were about VND1,992bn and VND912bn, respectively.

ACV has now proposed two plans to resolve this issue before moving to the main
bourse. According to Plan A, the MOT could lease these assets to ACV to exploit
and operate and then the company will be allowed to resume booking revenue
from these assets. In the base case, we did not take into account the revenue
from landing charges in our FY18 net profit forecast. In our upside case, if ACV
were allowed to resume booking landing charge revenue, we estimate an
additional VND800bn would be added into the bottom line.

In Plan B, ACV suggests increasing its charter capital by contributing capital of
these flight assets which were revalued at nearly VND8,000bn as of end-FY17. In
this case, ACV will be able to book landing charge revenue without any cost from
leasing expense. We estimate the annual leasing cost is about ~VND270bn,
which enabled ACV to record VND1,070bn in FY17 pretax profit. However, we
estimate that FY18F EPS may be diluted by 36.7% in this scenario. We think plan
B is the least likely of the two as MOT is planning to reduce its ownership in ACV.
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SWOT ANALYSIS

[Opportunities

Figure 21: SWOT analysis for ACV
Strengths

Monopoly airport operator of Vietnam, running a network|
of 22 airports nationwide.

Owns valuable assets such as terminals.
Strong financial health and access to low-cost borrowings.

Ride on growth of middle-class population in Vietnam.
Vietnam’s integration into the global economy is boosting|
growth in number of inbound foreign visitors.

The expansion of LCCs is making air travel increasingly
affordable for the general populace.

Competition between regional airlines to fuel passenger
traffic growth could improve ACV’s pricing power.

Rising urbanisation and expansion of smaller urbanj
centres creates the opportunity to build new airports in Tier|

Threats

3 and smaller cities and towns.

\Weaknesses

Service fee schemes determined by
government.

Major airports in the country are overcrowded, constraining
near-term passenger throughput growth
Significant State ownership provides low motivation to
streamline and optimise operations.
High exposure to VND depreciation against the JPY due to
large JPY borrowings.

the Vietnam

Investment / expansion activities depend on government]
policy and budgeting

Potential privatisation of airport operations in the long-term
or government efforts to break up the current monopoly.
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VALUATION & RECOMMENDATION

ACV’s current valuation is attractive, in our view »

In our opinion, ACV’s current valuation is attractive as we expect the company to
report double-digit net profit growth for at least the next five years. We initiate
coverage on ACV with an Add rating and DCF-based target price of VND112,000
for the end of 2018F, implying 27.3% upside from the current share price. We
assume a terminal growth rate of 7% based on continued strong passenger
volume growth and a rise in non-aeronautical revenue from the current low base
assuming that royalties received from duty free and other retail operators
converges to international levels of 15-30% until 2030F.

ACV currently trades at a FY19F EV/EBITDA of 13.1x, in line with the regional
peer average of 13.1x. However, we believe the stock deserves to trade at a
significant premium to regional peers because: 1) the company’s FY18-19F ROE
of 18.1%-20.8% is much higher than the regional peer average of 14.7%-15.1%
in FY18-19F; 2) ACV is a monopoly airport operator in Vietham and the risk of
new entrants is limited, in our opinion; and 3) Vietnam’s aviation market is the
fastest growing in Asia in terms of passenger traffic.

No. of o/s shares (mn shares)
Implied value per share (VND)
Target price (rounded)

Figure 22: DCF model, based on our key assumptions and inputs

General assumptions 2016A 2017A
Risk free rate (10-year VGB yield) 5.0%

Equity risk premium 10.1% 10.1%
Beta (source: BB, adj. beta) 0.88

ROE (%)

Terminal growth

(in VND bn)

PV of FCFF (50 years)

Debts

2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025F 2026F 2027F 2028F Terminal
5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1% 10.1%
0.88 0.88 0.88 0.88 0.88 0.88 0.88 0.88 0.88 0.88 0.88 0.88

%

256,970
12,557
2,177

112,262

Figure 23: Sector comparison

Bloomberg
Company Ticker Recom.
Airports Corp of Vietham ACVWN ADD
Malaysia Airports HId MAHB MK HOLD
Airports of Thailand AOT TB ADD

600009 CH NOT RATED
600897 CH NOT RATED

Shanghai Intl Airport
Xiamen Intl Airport
Average (all)

Average (excluding ACV)

Share Target Recurring ROE Dividend Yield
brice price MarketCap  TE®) gyeargps  PBV(Y) % EV/EBITDA (x) o
(local (local (Uss m) CAGR (%)
curr) curr) CY18F CY19F CY18F CY19F CY18F CY19F CY18F CY19F CY18F CY19F
88,000 112,400 8975 365 274 229% 610 520 18.0% 20.6% 157 131 11% 1.1%
8.85 8.25 3,613 18.8 15.7 54.2% 1.41 137 73% 8.8% 7.6 6.7 62% 4.4%
64.00 83.00 27,741 376 341 132% 6.74 6.13 188% 188% 238 220 15% 1.8%
58.50 N/A 16,706 226 218 15.0% 3.87 3.44 16.3% 16.7% 194 159 12% 1.4%
20.80 N/A 938 14.4 13.0 6.0% 1.36 1.28 12.8% 13.1% 8.4 79 55% 4.0%
11,595 26.0 224 223% 390 348 14.6% 15.6% 15.0 131 31% 25%
12,250 234 212 221% 334 3.06 13.8% 14.4% 14.8 131 36% 2.9%
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RISKS

As many aviation service fee schemes are controlled by the Vietnamese
government, ACV is exposed to policy risk. However, we think the policy risk is
minimal at the moment as the MOT is likely to maintain controlling interest of
above 51% in ACV, in our opinion. As a result, aviation asset leasing and rental
fees such as runway rental fees are not likely to increase in the near term, in our
view.

Unfavourable VND/JPY exchange rate swing could have dire
impact on the company’s earnings »

As a monopoly airport operator, ACV faces no risk from competitors. In our view,
the largest risk to its earnings growth is foreign exchange rate fluctuations. At the
end of 1Q18, ACV’s JPY borrowings balance stood at VND15,563bn, equivalent
to 99% of its long-term and short-term borrowings. JPY borrowings are likely the
main source of ACV'’s realised and unrealised FX losses.

Over the last three years, the VND has depreciated against JPY by around 17.6%.
As aresult, FY15-17 total FX losses reported by ACV amounted to VND2,199bn,
equivalent to 21.1% of FY15-17 total pretax profit. We expect the VND to continue
to depreciate against the JPY in the future, translating into effective borrowing cost
of around 5-6% p.a. for ACV. Without FX losses, we estimate FY18F net margin
could be around 38.6%, 3.2% pts higher than the expected level of 35.4%
(including FX losses). Currently, ACV does not use any hedging instruments to
manage its FX rate risks.

Figure 24: VND/JPY exchange rate and ACV's FX losses (in VND)
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Figure 25: ACV's JPY borrowings (1Q18)

Debtor Project funded O/s balance (VND bn) Remaining term (years) Interest rate

JBIC* Tan Son Nhat Int Airport 3,707 24 1.60%
Current portion 158

Japan government Noi Bai Intl Airport T2 11,855
Borrowing 1 2,668 32 0.21% - 0.40%
Borrowing 2 4,414 34 0.21% - 0.40%
Borrowing 3 4,773 35 0.21% - 0.40%
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APENDICES

Company overview »

The history of ACV dates back to 1975. After the liberation of Saigon, the Civil
Aviation Authority of Vietnam (CAA) was established to control all airports of
Vietnam. These airports in Vietnam operated as state-owned divisions until 2007.
In 2007, these divisions were consolidated into three state-owned companies —
Airport Corporation of the North, Airport Corporation of the Central, Airport
Corporation of the South. In Feb 2012, these three companies were restructured
into the Airports Corporation of Vietham. On 1 Apr 2016, ACV was converted into
a joint stock company and listed on the Unlisted Public Company Market (UpCOM)
on the Hanoi Stock Exchange (HNX). AVC now operates 22 airports nationwide,
comprising 13 international airports and 9 domestic airports.

The ownership structure of ACV is highly condensed, with the MOT holding 95%
of the shares outstanding (as of end-May 2018). The MOT intends to reduce its
ownership by 30% over 2018-20F. In 2017, ACV reached out to Aeroports de
Paris (ADP) with the intention of the MOT selling a 20% stake in the company.
However, as the two parties could not agree on terms, the deal was not finalised.
According to ACV, the company would prefer to have an airport operator, such as
Changi Airport Group (Singapore) Pte Ltd (Unlisted) and Incheon International
Airport Corporation (Unlisted), as a major shareholder because these companies
have greater expertise in running airports in this region than ADP. ACV has now
turned to financial investors, instead of strategic investors, in seeking buyers for
the MOT’s ACV shares.

ACV'’s core activities are aeronautical and non-aeronautical
services »

ACV’s comes from two main activities — aeronautical services and non-
aeronautical services. These two activities accounted for 89.5% of total revenue
in FY17. The remaining is generated by commercial and other activities.
Aeronautical services and non-aeronautical services generated FY17 gross
margin of around 41.9%. Commercial activities were also quite profitable with
34.7% gross margin in FY17. Other activities generated gross margins of up to
75% but contributed very little to the company’s total gross profit in FY17.

Figure 26: ACV's revenue breakdown by division (FY17)

Commercial

Aeronautical
73%

Aeronautical service revenue stems from the handling of passengers and
aircraft traffic. Aeronautical services include:

e Passenger services: Revenue here comes from providing basic facilities for
the handling of passenger traffic, including terminals and waiting rooms.
Passenger traffic contributed 69.6% of ACV’s aeronautical revenue in FY17.
Indeed, it appears to be the biggest and most important source of revenue for
the company. ACV indirectly charges passengers through airlines. In 2017,
ACV handled more than 94.1m passengers (+16.4% yoy), making it the
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fastest-growing airport operator in Southeast Asia, in terms of passenger
traffic.

e Other services: These include ground-handling services and security-
scanning services. These services accounted for 30.1% of ACV’s
aeronautical revenue in FY17.

Non-aeronautical services include surface rental, parking lot and billboard rental.

ACV’s non-aeronautical revenue per passenger in 2016 (US$0.9) was the lowest

of all its regional peers (average US$5.7).

Figure 27: Non-aeronautical revenue per passenger (US$, 2016)
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BY THE NUMBERS

We forecast ACV FY18F revenue
growth of 33.2%, thanks to estimated
15.8% increase in passenger traffic
and 22.9% increase in average
passenger fees/pax.

FY19F capex largely for the building
of SGN Terminal 3.

P/BV vs ROE
9.30 23.0%
8.30 21.0%
7.30 19.0%
6.30 v 17.0%
5.30 15.0%
4.30 r J 13.0%
3.30 - : : : : : L 11.0%

Jan-14A Jan-15A Jan-16A Jan-17A Jan-18F Jan-19F

12-mth Fwd FD Core P/E vs FD Core EPS

50.0 Growth 40.0%
450 37.3%
40.0 \ 34.7%
35.0 32.0%
30.0 29.3%
25.0 26.7%
20,0 1 : : : L 24.0%

Jan-14A Jan-15A Jan-16A Jan-17A Jan-18F Jan-19F

e ] 2-mth Fwd Rolling FD Core P/E (x) (lhs)

e Rolling P/BV (X) (Ihs) ROE (rhs)
FD Core EPS Growth (rhs)
Profit & Loss
(VNDh) Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F
10 691 13 849 17,822 20,766 23,286

Gross Profit 7,394 9,855 13,230 15,583 17,472
Operating EBITDA 5,969 8,736 11,798 13,911 15,593
Depreciation And Amortisation (3,332) (4,162) (4,865) (5,690) (6,600)
Operating EBIT 2,637 4,574 6,933 8,220 8,992
Financial Income/(Expense) 1,003 1,114 313 1,115 1,172
Pretax Income/(Loss) from Assoc. 51 249 249 249 249
Non-Operating Income/(Expense) (932) (534) (701) (628) (555)
Profit Before Tax (pre-El) 2,760 5,402 6,793 8,956 9,858
Exceptional ltems
Pre-tax Profit 2,760 5,402 6,793 8,956 9,858
Taxation 95 (1,198) (1,506) (1,925) (2,091)
Exceptional Income - post-tax
Profit After Tax 2,855 4,204 5,287 7,030 7,767
Minority Interests (159) (21) (30) (39) (42)
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 2,696 4,182 5,257 6,992 7,725
Recurring Net Profit 2,696 4,182 5,257 6,992 7,725
Fully Diluted Recurring Net Profit 2,696 4,182 5,257 6,992 7,725
Cash Flow
(VNDDb) Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F
EBITDA 5,969 8,736 11,798 13,911 15,593
Cash Flow from Invt. & Assoc.

noe In Working Capital (839) 1,432 590 (156) (510)
(Incr)/Decr iin Total Provisions (1,159) (1,529) (1,357) (1,452) (1,499)
Other Non-Cash (Income)/Expense 0) 0 0 0 0
Other Operating Cashflow 3,045 (1,247) (524) 1,765 2,519
Net Interest (Paid)/Received (76) (96) (95) (89) (79)
Tax Paid (1,352) (1,720) (1,506) (1,925) (2,091)
Cashflow From Operations 5,588 5,570 8,906 12,053 13,933
Capex (2,207) (2,578) (8,000) (8,266) (9,099)
Disposals Of FAs/subsidiaries 3 17 0 0 0
Acq. Of Subsidiaries/investments (1,391) (4,315) 1,357 1,452 1,499
Other Investing Cashflow 1,039 475 (53) (40) (34)
Cash Flow From Investing (2,556) (6,402) (6,696) (6,853) (7,633)
Debt Raised/(repaid) 800 249 (462) (1,456) (1,452)
Proceeds From Issue Of Shares 0 0 0 0 0
Shares Repurchased 0 0 0 0 0
Dividends Paid (2,733) (1,306) (2,177) (2,177) (2,177)
Preferred Dividends
Other Financing Cashflow 2,147 (652) 24 18 15
Cash Flow From Financing 215 (1,709) (2,616) (3,616) (3,614)
Total Cash Generated 3,247 (2,541) (406) 1,584 2,686
Free Cashflow To Equity 3,832 (583) 1,747 3,743 4,848
Free Cashflow To Firm 3,108 (736) 2,304 5,288 6,378
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BY THE NUMBERS... cont’'d

Balance Sheet
(VNDDb) Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F
Total Cash And Equivalents 16,806 18,877 18,470 20,054 22,740
Total Debtors 4,499 7,300 7,502 8,299 8,739
Impact of Long Thanh Airport is not Inventories 721 402 715 822 939
factored into our debt forecasts Total Other Current Assets 289 88 533 622 697
Total Current Assets 22,315 26,667 27,221 29,797 33,115
Fixed Assets 22,686 19,616 22,752 25,328 27,826
Totai Investments 1,229 2,692 2,692 2,692 2,692
Intangible Assets 30 1 0 0 0
Total Other Non-Current Assets 677 185 238 278 312
Total Non-current Assets 24,623 22,494 25,682 28,297 30,830
Short-term Debt 263 148 119 95 76
Current Portion of Long-Term Debt
Total Creditors 3,769 3,138 3,878 4,422 5,047
Other Current Liabilities 4,549 4,028 3,658 4,262 4,779
Total Current Liabilities 8,581 7,315 7,654 8,779 9,902
Total Long-term Debt 13,964 14,328 13,895 12,462 11,029
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities 64 84 108 126 141
Total Non-current Liabilities 14,028 14,411 14,003 12,588 11,170
Total Provisions 0 0 0 0 0
Total Liabilities 22,609 21,726 21,657 21,367 21,073
Shareholders' Equity 23,560 27,388 31,180 36,633 42,747
Minority Interests 772 a7 67 94 125
Total Equity 24,333 27,436 31,246 36,727 42,872
Key Ratios
Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F
Revenue Growth (18.8%) 29.5% 28.7% 16.5% 12.1%
We project EBITDA margin expansion Dperating EBITDA Growth 8.6% 46.3% 35.1% 17.9% 12.1%
in FY18F thanks to passenger fee Operating EBITDA Margin 55.8% 63.1% 66.2% 67.0% 67.0%
hike. Net Cash Per Share (VND) 1,185 2,021 2,047 3,444 5,344
BVPS (VND) 10,821 12,580 14,321 16,826 19,634
Gross Interest Cover 34.5 47.8 73.0 92.8 114.0
Effective Tax Rate 0.0% 22.2% 22.2% 21.5% 21.2%
Net Dividend Payout Ratio 101% 31% 41% 31% 28%
Accounts Receivables Days 96.25 79.78 72.25 70.78 73.02
Inventory Days 79.55 51.34 44.41 54.14 55.43
Accounts Payables Days 144.0 111.9 102.7 108.4 109.8
ROIC (%) 13.9% 22.2% 33.9% 34.0% 33.7%
ROCE (%) 10.4% 14.4% 18.4% 19.9% 19.8%
Return On Awerage Assets 4.0% 6.4% 9.7% 10.7% 10.8%
Key Drivers
Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F
Rising number of foreign visitors to 1P er Traffic Growth (%) 24.5% 27.3% 26.0% 24.0% 22.0%
Vietnam, based on our estimates. Domestic Pax Traffic Growth (%0) 11.0% 10.0% 9.0% 9.0% 8.0%
International Flight Traffic Growth (%) N/A N/A N/A N/A N/A
Domestic Flight Traffic Growth (%) N/A N/A N/A N/A N/A
Int'l Pax Senice Charge 134,208.1 134,208.1 134,208.1 134,208.1 134,208.1
Dom Pax Serv Charge 60,254.3 63,940.7 91,250.0 100,000.0 100,000.0
Unit Meals Produced (% Change) N/A N/A N/A N/A N/A
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DISCLAIMER

The content of this report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by and
belongs to VNDIRECT Securities Corporation, and is distributed by CGS-CIMB or CIMB Investment Bank Berhad (“CIMB”), as the case may be,
pursuant to an arrangement between VNDIRECT Securities Corporation and CGS-CIMB. VNDIRECT Securities Corporation is not an affiliate of CGS-
CIMB or CIMB.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set
forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to
comply with these limitations may constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain
confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or
passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CGS-CIMB or CIMB, as
the case may be.

The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report.
VNDIRECT Securities Corporation may or may not issue regular reports on the subject matter of this report at any frequency and may cease to do so
or change the periodicity of reports at any time. None of VNDIRECT Securities Corporation, CGS-CIMB or CIMB is under any obligation to update this
report in the event of a material change to the information contained in this report. None of VNDIRECT Securities Corporation, CGS-CIMB or CIMB
has any and will accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant, (i) ensure that the
content of this report constitutes all the information a prospective investor may require, (i) ensure the adequacy, accuracy, completeness, reliability
or fairness of any views, opinions and information, and accordingly, VNDIRECT Securities Corporation, CGS-CIMB and CIMB and their respective
affiliates and related persons including China Galaxy International Financial Holdings Limited (“CGIFHL") and CIMB Group Sdn. Bhd. (“CIMBG”) and
their respective related corporations (and their respective directors, associates, connected persons and/or employees) shall not be liable in any manner
whatsoever for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance
thereon or usage thereof. In particular, VNDIRECT Securities Corporation, CGS-CIMB and CIMB disclaim all responsibility and liability for the views
and opinions set out in this report.

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort is
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of CGS-CIMB, CIMB, or VNDIRECT Securities
Corporation, or their respective affiliates (including CGIFHL, CIMBG and their respective related corporations) to any person to buy or sell any
investments.

CGS-CIMB, CIMB and/or VNDIRECT Securities Corporation and/or their respective affiliates and related corporations (including CGIFHL, CIMBG and
their respective related corporations), their respective directors, associates, connected parties and/or employees may own or have positions in
securities of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may
be materially interested in, any such securities. Further, CGS-CIMB, CIMB and/or VNDIRECT Securities Corporation, and/or their respective affiliates
and their respective related corporations (including CGIFHL, CIMBG and their respective related corporations) do and seek to do business with the
company(ies) covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment in
securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform significant
investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such investment, advisory or
other services from any entity mentioned in this report.

CGS-CIMB, CIMB and/or VNDIRECT Securities Corporation and/or their respective affiliates (including CGIFHL, CIMBG and their respective related
corporations) may enter into an agreement with the company(ies) covered in this report relating to the production of research reports. CGS-CIMB,
CIMB and/or VNDIRECT Securities Corporation may disclose the contents of this report to the company(ies) covered by it and may have amended
the contents of this report following such disclosure.

The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or her
personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and autonomously.
No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or view(s)
in this report. The analyst(s) who prepared this research report is prohibited from receiving any compensation, incentive or bonus based on specific
investment banking transactions or for providing a specific recommendation for, or view of, a particular company. Information barriers and other
arrangements may be established where necessary to prevent conflicts of interests arising. However, the analyst(s) may receive compensation that
is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations and the research
personnel involved in the preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this
research report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.
Additional information is, subject to the duties of confidentiality, available on request.

The term “VNDIRECT Securities Corporation” shall, unless the context otherwise requires, mean VNDIRECT Securities Corporation and its affiliates,
subsidiaries and related companies. The term “CGS-CIMB” shall denote, where appropriate, the relevant entity distributing or disseminating the report
in the particular jurisdiction referenced below, or, in every other case except as otherwise stated herein, CIMB Securities International Pte. Ltd. and
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its affiliates, subsidiaries and related corporations.
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CGS-CIMB
Country CGS-CIMB Entity Regulated by
Hong Kong CGS-CIMB Securities Limited Securities and Futures Commission Hong Kong
India CGS-CIMB Securities (India) Private Limited | Securities and Exchange Board of India (SEBI)
Indonesia PT CGS-CIMB Sekuritas Indonesia Financial Services Authority of Indonesia
Singapore CGS-CIMB Research Pte. Ltd. Monetary Authority of Singapore
South Korea CGS-CIMB Securities Limited, Korea Branch | Financial Services Commission and Financial Supervisory Service
Thailand CGS-CIMB Securities (Thailand) Co. Ltd. Securities and Exchange Commission Thailand
CiMB
Country CIMB Entity Regulated by
Malaysia CIMB Investment Bank Berhad Securities Commission Malaysia

(i) As of July 4, 2018 VNDIRECT Securities Corporation has a proprietary position in the securities (which may include but not limited to shares,
warrants, call warrants and/or any other derivatives) in the following company or companies covered or recommended in this report:

(@) Airports of Thailand, Malaysia Airports Holdings

(ii) As of July 4, 2018, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities (which may include but not
limited to shares, warrants, call warrants and/or any other derivatives) in the following company or companies covered or recommended in this report:

(a)-

This report does not purport to contain all the information that a prospective investor may require. CGS-CIMB, and VNDIRECT Securities Corporation
and their respective affiliates (including CGIFHL, CIMBG and their related corporations) do not make any guarantee, representation or warranty,
express or implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this report.
None of CGS-CIMB, CIMB and VNDIRECT Securities Corporation and their respective affiliates nor their related persons (including CGIFHL, CIMBG
and their related corporations) shall be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or
consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CGS-CIMB's, CIMB's and
their respective affiliates’ (including CGIFHL's, CIMBG'’s and their respective related corporations’) clients generally and does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. The information and
opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities,
related investments or other financial instruments or any derivative instrument, or any rights pertaining thereto.

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business,
financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this research report. The
securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors.

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB Securities (Singapore) Pte. Ltd. and CIMB
Securities Limited. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of the Corporations Act 2001
(Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other person. You represent and
warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and has been prepared without taking into
account the objectives, financial situation or needs of the individual recipient. CIMB Securities (Singapore) Pte. Ltd. and CIMB Securities Limited do
not hold, and are not required to hold an Australian financial services license. CIMB Securities (Singapore) Pte. Ltd. and CIMB Securities Limited rely
on “passporting” exemptions for entities appropriately licensed by the Monetary Authority of Singapore (under ASIC Class Order 03/1102) and the
Securities and Futures Commission in Hong Kong (under ASIC Class Order 03/1103).

Canada: This research report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 — Research
Restrictions and Disclosure Requirements of the Investment Industry Regulatory Organization of Canada. For any research report distributed by
CIBC, further disclosures related to CIBC conflicts of interest can be found at https://researchcentral.cibcwm.com.

China: For the purpose of this report, the People’s Republic of China (‘PRC”) does not include the Hong Kong Special Administrative Region, the
Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities Regulatory
Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing information. The
distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or outside of PRC to
buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional investors and may not be
provided to any person other than the original recipient and may not be reproduced or used for any other purpose.

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to
subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it
is not intended as a solicitation for the purchase of any financial instrument.

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the time
of the publication of the information.

The current pricesfyields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that neither the
German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of this report.
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Hong Kong: This report is issued and distributed in Hong Kong by CIMB Securities Limited (“CHK”) which is licensed in Hong Kong by the Securities
and Futures Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) activities. Any
investors wishing to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CIMB Securities Limited.
The views and opinions in this research report are of VNDIRECT Securities Corporation as of the date hereof and are subject to change. If the Financial
Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our obligations owed to such
recipient therein are unaffected. CHK has no obligation to update its opinion or the information in this research report.

This publication is strictly confidential and is for private circulation only to clients of CHK.

CHK does not make a market on other securities mentioned in the report.

India: This report is issued and distributed in India by CIMB Securities (India) Private Limited (“CIMB India”) which is registered with the National Stock
Exchange of India Limited and BSE Limited as a trading and clearing member under the Securities and Exchange Board of India (Stock Brokers and
Sub-Brokers) Regulations, 1992. In accordance with the provisions of Regulation 4(g) of the Securities and Exchange Board of India (Investment
Advisers) Regulations, 2013, CIMB India is not required to seek registration with the Securities and Exchange Board of India (“SEBI”) as an Investment
Adviser. CIMB India is registered with SEBI as a Research Analyst pursuant to the SEBI (Research Analysts) Regulations, 2014 ("Regulations").
This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for and
does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients should rely on
their own investigations and take their own professional advice before investment.

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India.
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of CIMB India and they have received compensation based upon various factors, including quality, accuracy and value of research, firm
profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or economists' compensation is not linked to
investment banking or capital markets transactions performed or proposed to be performed by CIMB India or its affiliates.

CGS-CIMB India has not received any investment banking related compensation from the companies mentioned in the report in the past 12 months.
CGS-CIMB India has not received any compensation from the companies mentioned in the report in the past 12 months.

Indonesia: This report is issued and distributed by PT CIMB Sekuritas Indonesia (“CIMBI"). The views and opinions in this research report are our
own as of the date hereof and are subject to change. CIMBI has no obligation to update its opinion or the information in this research report. Neither
this report nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents
except in compliance with applicable Indonesian capital market laws and regulations.

This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the
Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold within
the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the
meaning of the Indonesian capital market law and regulations.

Ireland: CGS-CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CGS-CIMB
acting as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland.

Malaysia: This report is distributed by CIMB solely for the benefit of and for the exclusive use of our clients. CIMB has no obligation to update, revise
or reaffirm its opinion or the information in this research reports after the date of this report.

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial Advisers
Act 2008.

Singapore: This report is issued and distributed by CIMB Research Pte Ltd (“CIMBR”). CIMBR is a financial adviser licensed under the Financial
Advisers Act, Cap 110 (“FAA") for advising on investment products, by issuing or promulgating research analyses or research reports, whether in
electronic, print or other form. Accordingly CIMBR is a subject to the applicable rules under the FAA unless it is able to avail itself to any prescribed
exemptions.

Recipients of this report are to contact CIMB Research Pte Ltd, 50 Raffles Place, #16-02 Singapore Land Tower, Singapore in respect of any matters
arising from, or in connection with this report. CIMBR has no obligation to update its opinion or the information in this research report. This publication
is strictly confidential and is for private circulation only. If you have not been sent this report by CIMBR directly, you may not rely, use or disclose to
anyone else this report or its contents.

If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CIMBR accepts legal responsibility for the
contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited investor, expert
investor or institutional investor, the recipient is deemed to acknowledge that CIMBR is exempt from certain requirements under the FAA and its
attendant regulations, and as such, is exempt from complying with the following :

(a) Section 25 of the FAA (obligation to disclose product information);

(b) Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may be
reasonably expected to rely on the recommendation) of the FAA;

(c) MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03];

(d) MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16];

(e) Section 36 (obligation on disclosure of interest in securities), and

(f) any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted by
applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice notes as
we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor acknowledges that
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a CIMBR is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any loss or damage arising
from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available to the recipient under Section
27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any loss or damage arising from the recipient’s reliance on any
recommendation made by CIMBR which would otherwise be a right that is available to the recipient under Section 27 of the FAA.

CIMBR, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have positions in securities
of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may be
materially interested in, any such securities. Further, CIMBR, its affiliates and its related corporations do and seek to do business with the company(ies)
covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment in securities of such
company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform significant investment
banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such investment, advisory or other services
from any entity mentioned in this report.

As of July 4, 2018,, CIMBR does not have a proprietary position in the recommended securities in this report.

CIMBR does not make a market on the securities mentioned in the report.

South Korea: This report is issued and distributed in South Korea by CIMB Securities Limited, Korea Branch (“CIMB Korea”) which is licensed as a
cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. In South Korea, this report is for
distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market Act of Korea (‘FSCMA”).

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any investment
decision. This document does not constitute a public offering of securities.

CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services.

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution
of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described herein and
may not be forwarded to the public in Sweden.

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research).

Thailand: This report is issued and distributed by CIMB Securities (Thailand) Co. Ltd. (“CIMBT") based upon sources believed to be reliable (but their
accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after due and careful
consideration for use as information for investment. Such opinions are subject to change without notice and CIMBT has no obligation to update its
opinion or the information in this research report.

CIMBT may act or acts as Market Maker, and issuer and offerer of Derivative Warrants and Structured Note which may have the following securities
as its underlying securities. Investors should carefully read and study the details of the derivative warrants in the prospectus before making investment
decisions.

AAV, ADVANC, AMATA, ANAN, AOT, AP, BA, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEAUTY, BEC, BEM, BJC, BH, BIG, BLA, BLAND, BPP, BTS,
CBG, CENTEL, CHG, CK, CKP, COM7, CPALL, CPF, CPN, DELTA, DTAC, EA, EGCO, EPG, GFPT, GLOBAL, GLOW, GPSC, GUNKUL, HMPRO,
INTUCH, IRPC, ITD, IVL, KBANK, KCE, KKP, KTB, KTC, LH, LHBANK, LPN, MAJOR, MALEE, MEGA, MINT, MONO, MTLS, PLANB, PSH, PTL,
PTG, PTT, PTTEP, PTTGC, QH, RATCH, ROBINS, S, SAWAD, SCB, SCC, SCCC, SIRI, SPALI, SPRC, STEC, STPI, SUPER, TASCO, TCAP, THAI,
THANI, THCOM, TISCO, TKN, TMB, TOP, TPIPL, TRUE, TTA, TU, TVO, UNIQ, VGI, WHA, WORK.

Corporate Governance Report:

The disclosure of the survey result of the Thai Institute of Directors Association (“lOD”) regarding corporate governance is made pursuant to the policy
of the Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock
Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The
result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside information.

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be
changed after that date. CIMBT does not confirm nor certify the accuracy of such survey result.
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Score Range: 90-100 80 -89 70-79 Below 70 or No Survey Result
Description: Excellent Very Good Good N/A

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by,
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the United
Arab Emirates.

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being distributed
by CIMB Securities (UK) Limited (“CIMB UK”). CIMB UK is authorized and regulated by the Financial Conduct Authority and its registered office is at
27 Knightsbridge, London, SW1X7YB. The material distributed by CIMB UK has been prepared in accordance with CGS-CIMB’s policies for managing
conflicts of interest arising as a result of publication and distribution of this material. This material is for distribution only to, and is solely directed at,
selected persons on the basis that those persons: (a) are eligible counterparties and professional clients of CIMB UK; (b) have professional experience
in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as
amended, the “Order”), (c) fall within Article 49(2)(a) to (d) (“*high net worth companies, unincorporated associations etc”) of the Order; (d) are outside
the United Kingdom subject to relevant regulation in each jurisdiction, material(all such persons together being referred to as “relevant persons”). This
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material is directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons.

Where this material is labelled as non-independent, it does not provide an impartial or objective assessment of the subject matter and does not
constitute independent “research” (cannot remove research from here under the applicable rules of the Financial Conduct Authority in the UK.
Consequently, any such non-independent material will not have been prepared in accordance with legal requirements designed to promote the
independence of research (cannot remove research from here) and will not subject to any prohibition on dealing ahead of the dissemination of research.
Any such non-independent material must be considered as a marketing communication.

United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S. registered broker-dealer and
a related company of CIMB Research Pte Ltd, PT CIMB Sekuritas Indonesia, CIMB Securities (Thailand) Co. Ltd, CIMB Securities Limited, CIMB
Securities (India) Private Limited, and is distributed solely to persons who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 under the
Securities and Exchange Act of 1934. This communication is only for Institutional Investors whose ordinary business activities involve investing in
shares, bonds, and associated securities and/or derivative securities and who have professional experience in such investments. Any person who is
not a U.S. Institutional Investor or Major Institutional Investor must not rely on this communication. The delivery of this research report to any person
in the United States of America is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any
opinion expressed herein. CIMB Securities (USA) Inc, is a FINRA/SIPC member and takes responsibility for the content of this report. For further
information or to place an order in any of the above-mentioned securities please contact a registered representative of CIMB Securities (USA) Inc.
CIMB Securities (USA) Inc. does not make a market on other securities mentioned in the report.

CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months.

CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past 12 months.
CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the company
mentioned within the next 3 months.

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional,
institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.
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Stock Ratings
Add

Hold

Reduce

Sector Ratings
Overweight

Neutral
Underweight

Country Ratings
Overweight

Neutral
Underweight

Definition:

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

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

Definition:

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

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

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

Definition:

An Overweight rating means investors should be positioned with an above-market weight in this country relative to
benchmark.

A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

An Underweight rating means investors should be positioned with a below-market weight in this country relative to
benchmark.

Anirban Lahiri - Head of Research
Email: anirban.lahiri@vndirect.com.vn

Quang NGUYEN, CFA -
Email: quang.nguyenhong@vndirect.com.vn

Khanh Hien TRAN -
Email: hien.trankhanh@yvndirect.com.vn

VNDIRECT Securities Corporation
1 Nguyen Thuong Hien Str — Hai Ba Trung Dist — Ha Noi | Tel: +84 2439724568
Email: research@vndirect.com.vn | Website: https:/vndirect.com.vn
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