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VJC: CLEAR FOR TAKEOFF  

EXECUTIVE SUMMARY 

Vietjet Aviation Joint Stock Company (VJC) is a leading low-cost airline in Vietnam, acquiring the largest 

domestic market share with 43% as of 1H2017. Its successful story and bright prospect lie in the superior 

cost structure, timely and proper expansion strategy supported by favorable industry outlook. From this, 

we issue a BUY recommendation on Vietjet Aviation JSC (VJC) with a one-year target price of VND138,600 

using the Discounted Free Cash Flow to Firm Method and Multiple Valuation Method. This offers a 18.3% 

upside from its closing price of VND117,200 VND on November 09th, 2017. 

INVESTMENT HIGHLIGHTS  

Favorable Market Outlook Boosts The Growth Of The Company 
The high growth rate of GDP at around 6.5% in Vietnam as well as 5.2% in Southeast Asia in 2017 – 2022 

has encouraged regional air travel demand, becoming a key driver for VJC’s development. The tourism 

industry backed by the proliferation of middle-income class and government support via visa exemption 

will enjoy a two-digit growth for the coming years according to UNWTO and BMI. Being a leading LCC 

competitor in the region, approximately 88% of Vietjet's passengers are leisure travelers, hence, the 

Company is projected to fully capture the rising tourism demand. Moreover, lengthy topography of Vietnam, 

which is unfavorable for road and rail transportation, together with improving infrastructure will promise 

bright prospect for the Company’s growth. 

Best-In-Class Cost Advantage  

By applying the LCC business model, VJC has the ability to manage its operating costs. The CASK-ex fuel of 

2.38 cents (9M 2017) is lowest among the LCCs in the region. Maintaining a low fleet age to be around 3.3 

years old, VJC can improve cost by optimizing fuel consumption and lowering maintenance (both heavy and 

non-heavy) and insurance cost. Furthermore, VJC’s respectable aircraft utilization at 14.04 block hours (3Q 

2017) compared to peer average of 11.8 is attributable to short turnaround time of roughly 30 minutes and 

efficient workforce with high productivity. In the future, VJC’s ability to further reduce its cost thanks to 

economies of scale in its expansion plan allows it to offer affordable fares but still high service quality.  

Genius And Vigorous Expansion Plan To Capture The Aviation Industry Growth  

The Company strives to boost the frequency of domestic routes in order to fully grasp domestic growth 

potential and reach its target domestic market share of  50% by the end of 2017. The relentless expansion of 

international network throughout Asia-Pacific region, especially Southeast Asia based on charter flight 

strategy is an efficacious orientation to establish new routes. This has contributed to a high load factor of 

89.7% as reported in 3Q17. With the rocketing fleet size reaching 219 in 2023, VJC has what it takes to 

explore international market and seize the opportunity to become a redoubtable competitor in the region. 

For the forthcoming years, we believe that VJC will continue this strategy to further increase the current 

route frequency and open new international routes to strengthen its presence on the international arena. 

Favorable Valuation: Using both DCF and EV/EBITDAR, we arrived at one-year target price of VND 

138,600 (USD6.11), an 18.3% upside from its closing price of VND117,200 (USD5.16) on 09-Nov-2017.  

Investment Risks: Including market, business and operational risks, financial risks. The biggest risk of the 

Company is the fluctuation in fuel price.  
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Figure 1: Airlines market share in Vietnam
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Figure 2: Number of routes in operation 
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Figure 3: Number of Passengers carried (mil) 
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Figure 4: Revenue Breakdown in 2016 

 
Source: VJC. Note: Exclude SLB 

Figure 5: Fleet expansion strategy 
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Figure 6: Ancillary Rev. of global peers (2016)

 
Source: Team estimates, IdeasWorkCompany 

BUSINESS DESCRIPTION  

Founded in 2007, Vietjet Aviation JSC (VJC) is the first private airline in Vietnam to successfully execute the 

low-cost carrier model and acquire the largest market share of 43% as of June 2017 (Figure 1). Since its 

first flight in 2011, the Company has provided high quality air transportation services at competitive fares to 

the passengers, aligning with the long-term strategy to become the most favorite and prestigious 

commercial airline. As of 9M 2017, the Company offers short and medium-haul flights with a total of 73 

routes (Figure 2), in which domestic transportation accounts for the largest proportion in the revenue 

breakdown. Looking forward, VJC plans to reinforce its supremacy domestic market position as well as 

expand the business on an international level. 

Revenue Streams Diversification To Achieve Sustainable Profitability  

The Company has track record of growth in different types of revenue. The passenger transportation is the 

key component as it accounts for 76% of total revenue in 2016 thanks to the increase in passenger volumes 

(Figure 3). This core operation consists of charter and scheduled flights, which domestic transportation is 

the Company’s focus. International transportation, including charter flights recorded an impressive CAGR of 

176% from 2013-2016 and made up 23% of the total revenue in 2016 (Figure 4). The increasing proportion 

of ancillary revenue is also considered as the profit engine with the high margin from 30-50%. (Appendix 

15); which excess baggage is the most important part accounting for 80% of this revenue stream.  

Successful Implementation of The Low Cost Business Model  

The unprecedented growth of VJC is attributable to the timing penetration and excellent performance 

concentrated on the low-cost carrier (LCC) business model. This model is perfectly suitable for the 

Vietnamese aviation industry. The Company is equipped with a competitive cost advantage (CASK and CASK 

ex fuel are 3.84 and 2.38 respectively in 2016) compared to other airlines thanks to (1) young and fuel 

efficient aircraft require low maintenance cost, (2) leading aircraft utilization rate at 14.04 in block hour 

leads to intensive flight frequency, (3) Effective distribution and productive multi-tasking workforce reduce 

selling and administrative expense, (4) Low ground service cost due to government incentives. The 

stringent cost management enables VJC to continuously reduce expenses and maintain the profitability over 

the period. This has paved the way for low airfare to further broaden the market share.  

SLB Transactions - Aircraft Financing Mechanism   

A non-core operation - Sales of aircraft using SLB transactions contributes around 42% of total revenue in 

2016. This transaction is of great importance for the Company as a startup phase like VJC, enabling the firm 

to maintain the young and sufficient fleet at an average of 3.37 years without excessive debt burden. The 

Company signed a contract ordering 119 and 100 aircraft from Airbus and Boeing respectively to be 

delivered until 2023. Thanks to the growing reputation and reliable status on the international market, 

favorable discount ranging from 50-60% from Airbus and Boeing supports the profitable gain from this 

non-core transactions.  

COMPANY STRATEGY 

To realize its long-term goal as becoming the new generation airline for travelers, the Company has focused 

on the strategies over the medium term as follows:  

Expand Domestic And International Network To Capture The Aviation Industry Growth  

VJC plans to increase domestic route frequency, expand breadth and international network in Asia. The 

increasing frequency in domestic routes connecting 22 airports is the strategic orientation of VJC. This will 

reinforce competitive position and sufficient ability to broaden the customer base and attract new air 

travelers, as 30% of the Company’s passengers are the first time travelers. In terms of international scale, 

the Company strives to operate short and medium-haul routes in Asia Pacific, especially Northeast Asia like 

China, Taiwan, Japan within 5 to 6 hour-flight from Vietnam to increase revenue and profit margin. In 

addition, the Company executes charter flights to assess the international market, seizing the potential 

demand and lucrative profitability before full-scheduled services. The strategy is more feasible supported 

by increasing fleet size (Figure 5) to meet the expected growth in domestic and international demand in the 

near future. 

Focus On Ancillary Revenue To Exploit This Fertile Source Of Profitability 

The Company plans to drive growth in ancillary revenue to be 30% of total revenue as this stream is the 

profit generator for VJC, favoring the Company’s growth prospect. Given the increasing stage length, there is 

significant potential for further growth in ancillary revenue to be in line with global peers (Firgure 6). In 

particular, the international routes have contributed significantly to this revenue as the price on the 

international flights is nearly double than that of the domestic market given the same luggage fee or in-flight 

merchandise. To make this attainable, VJC will seek to maximize existing and introduce new streams of 

ancillary income through (1) the approach of on-board purchase by offering inflight meals and other duty 

free retail products; in addition to (2) prepaid purchase like extra baggage allowance, seat selection and 

travel insurance. 

Enhance Cost Management To Attain The Optimal Cost Structure 

The Company focuses on maintaining its low-cost and best-in-class operational efficiency (Figure 7) by the 
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Figure 7: CASK of regional peers 
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Figure 8: Shareholder Structure 

Source: VJC 

Figure 9: ASEAN CG Score Card 2014 
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Figure 10 :Vietnam Real GDP growth rate 
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Figure 11: Proportions of passenger journeys 
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detailed plan. The aircraft utilization has been further increased by improving turnaround time, promoting 

the on-time performance. The young fleet is continuously developed, contributing to the low fuel 

consumption and operational maintenance cost. Continuing to manage its labor force to ensure high 

productivity will lower the selling and administrative expenses. Moreover, the Vietjet Aviation Academy 

openings which will provide a quality and talented labor force of in-house pilots, engineers and ground staff 

will help reduce staff expense over the medium term. 

CORPORATE MANAGEMENT 

Experienced Managers Enhance Decision-Making And Strategic Management Quality 

Most of managers in Vietjet Air management board possess core designation in many large companies, 

especially those who acquire profound knowledge as management level in the aviation industry. Some of 

them has more than 10-year experience working in the direct competitors Vietnam Airlines. With the 

visionary strategy of Ms. Thao and other managers, VJC is expected to achieve impressive performance and 

sustainable growth.  

SHAREHOLDER STRUCTURE 

Three largest shareholders are CEO Nguyen Thi Phuong Thao and two other corporations, in which Sunny 

Sunflowers Investment Company is directly owned by Ms. Thao. Ms Thao, therefore, is the largest 

shareholders who directly and indirectly own around 40% of the Company shares. The ownership 

concentration structure facilitates the timely and determined decision-making process to assure the 

effective control and maximizes mutual benefit as this stage of the Company. The interest of the foreign 

shareholders with high ownership of 24% indicating a belief in this promising business (Figure 8). VJC also 

has the plan to increase the foreign room to be 49% in the near future, sending a positive signal for the 

Company’s growth to meet investor demand in the nation’s soaring travel industry. 

CORPORATE GOVERNANCE AND SOCIAL RESPONSIBILITY 

Corporate Governance 

The Company ensures those of the best practices of governance. By applying Observance of OCED Corporate 

Governance Principles in accordance with the ASEAN Corporate Governance Scorecard 2014 (ADB 2014), 

VJC corporate quality is classified as “Good” in terms of Board composition; Disclosure and transparency; 

Shareholders and GMS, far beyond the governance policy compared to average score of other publicly listed 

companies (PLCs) in Vietnam (Appendix 16). In September 2017, VJC was honored as Top 50 Vietnamese 

listed Company together with many prizes and accolades (Appendix 17). The Code of Corporate Governance 

has been in compliance with Vietnamese Law and Regulation, conducting better governance requirements 

to effectually protect the shareholders and prevent the conflict of interest compared to other PLCs.  

Social Responsibility 

The Company actively seeks the chances to better the country by many charity and supporting activities 

such as granting 10,000 health insurance cards for the poor, operating flights to bring Vietnamese brides in 

Taiwan and disadvantaged students and workers back home. In terms of environment protection, the new 

A320 sharklet the Company is deploying helps reduce up to 10,000 tons of CO2 discharged annually.  

INDUSTRY OVERVIEW and COMPETITIVE POSITIONING 

INDUSTRY OVERVIEW 

Macroeconomics analysis: Economic and demographic outlook favor air travel  
Vietnam Promising Economic Development Boosts Aviation Industry Growth  
It is undeniable that the brilliant performance of the airline industry is tightly connected with the 

strong economic development. As IMF has predicted, sustained by strong economic fundamentals, GDP 

growth of Vietnam reaches 6.7% by the end of 2017, recording 1% higher than Asia-Pacific average. 

This growth is forecast to follow this upward trend over the next 5 years (Figure 10). This condition is 

favourable for the industry growth since it indicates more consumption and investment, indirectly 

leads to more business trips and travel across borders. 

Asia Pacific Growth Is A Supplementary Factor To Create Thriving Industry Prospect 
The GDP growth in Southeast Asia region is forecast to grow solidly at 4.9% in 2017, enhanced by 

robust consumption and a firmly good performance in the external sector. The regional outlook for 

next years is broadly similar: Resilient domestic economies will drive healthy growth. This indicates 

dynamic movements by air within the region. On a broader scale, Asia-Pacific region will continue to 

be considered as a dynamic development hub, holding an increasingly essential global strategic 

economic-political position. According to IMF, GDP growth is projected to reach 5.5 % in 2017 and 

5.4% in 2018 (Figure 10). These figures illustrate a bright future outlook for the international 

expansion plan of Vietjet when more and more inbound tourism is recorded.  

Rising Income Encourages Air Travel Demand 
Income per capita is expected to triple, fuelling the appetite for air travel. Rising income of low class 

facilitates first-time air travel experience. In addition, Vietnam socio-economic prospect is also 

featured by the double middle income class in 2014-2020. They are described to have higher spending 
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Figure 12: LCC market share globally by ASK 

 
Source:  CAPA, IATA 

Figure 13: Tourist arrivals and departure CAGR 
(%) from 2010-2015
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Figure 14: International Tourists to Vietnam by 
nationality in 2016
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Figure 15: WTI crude oil price forecast 

Source: IMF, BMI 

Figure 16: Vietnam Effectiveness of Transport 
Infrastructure 

 
Source: BMI Vietnam Infrastructure Report 4Q2017 
 
Figure 17: Promising aircraft SLB industry 
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propensity towards effective means of transportation, which perform timely and quality service, 

attentive customer focus. There will also be an increasing middle class in countries like India which is 

set to treble from 66 million to 180 million by 2030; China to increase from 90 million to over 300 

million by 2024. Combining these factors, we believe that this creates a promising market for the air 

industry growth. 

Industry Analysis: Flourishing Industry boosts LCCs’ growth 
Increase In Domestic Air Travel Compared To Other Means Of Transport  
Air travel is the fastest growing mode of transport, recording a significant CAGR of 17.2% in 

passengers compared to 7.7% and -1.5% in road and rail respectively from 2010-2015. The railway 

system was built in 19th century and showed no significant upgrade since then. The sluggish progress 

in the North-South express railway project makes it unlikely to become substitute for air transport 

over the medium term. Moreover, the lengthy and mountainous topography has brought about terrain 

difficulties for train and bus transportation, conducive to the fastest and the most efficient air travel 

among the domestic passengers. (Figure 11) 

LCCs Fully Capture The Fast Growing Aviation Industry 
According to IATA, Vietnam is projected to be the fifth fastest growing in the industry globally by 2035 

with 150 million passengers compared to the 38 million currently. This development results from the 

change in customer’s behavior towards air travel. The millennial which accounts for 20% of the 

population is expected to rise. They are described to switch to better deals: high quality, low price and 

rather than time-consuming transportation like road or rails. This goes the same for middle income 

class from traditional transportation to the effective one. Therefore, the appearance of LCCs would 

perfectly meet this need and, thus, fully capture this growth. (Figure 12) 

The Significant Growth In The Tourism Sector As A Key Driver For The Aviation Success 
Vietnam tourism is expected to grow solidly, deriving from the latest government initiative to boost 

this sector in the coming years. The aviation industry is the largest beneficiary of this robust growth. 

The positive incremental is recorded in domestic visitors with a CAGR of 13.9% (2009-2016). 

According to Nielsen, nearly 40% of the citizens willing to spend on travel expense after meeting basic 

needs promises a high growth prospects for the tourism sector. The outbound and inbound tourism 

will also record robust growth of 9.5% and 19.95% CAGR in the period of 2017-2022 respectively, 

according to UNWTO and BMI (Figure 14). 

Expected Stable Movement Of Oil Price Favors The Company Cost Structure 
Oil price shows gradual recovery after bottoming at 35 dollars per barrel in 2016, rising to 51 dollars 

per barrel in the middle of 2017. In the following period, it would continue this momentum, however, 

the increased fuel cost is forecast to be below 60 dollars per barrel in 2018. In 2019, the price is 

expected to exceed 60 dollars per barrel (BMI), however, shortage in OPEC supply would induce US 

promote the shale oil production. Under this pressure, OPEC’s members aim at $55 (per barrel) and a 

maximum of $60 at this stage. So this may promise a stable price increase in the subsequent years 

(Figure 15). 

Improved Infrastructure Promises A Higher Growth Of The Aviation Industry 
The airlines will be able to serve more passengers and offer more routes when the airports could find 

a better prospect to improve (Figure 16). Based on the Government master plan, Vietnam plans to 

spend 10.5 billion USD to operate 26 airports by 2020. The campaigns to upgrade airport 

infrastructure are also launched to serve is about 100 million passengers per airport per year. In 

addition, private sectors in airport infrastructure is reported to enhance the productive performance 

in airline industry following years. In response to the infrastructure expansion plan, the airline with 

more preparation would take the best benefit in the following period. 

Promising Aircraft Market Provide Advantages For Aircraft Sales And Sublease 
The development of passenger air transportation accompanied with the prosperity of LCCs and other 

factors such as tourism and income growth, etc. lead to a more active and dynamic aircraft leasing 

market (Figure 17). Additionally, the demand also derives from the replacement of older aircraft for 

more fuel-efficient types. According to PwC report, Asia is forecast to need 14,300 new aircraft in the 

next 20 years (38% of total deliveries). In particular, narrow-body aircraft will be the leading growth 

and approximately 40% of the 20-year single-aisle deliveries—400 to 500 airplanes every year. 

Furthermore, as commodity prices are going down, specifically crude oil as mentioned above and iron 

ore which has decreased more than 10% and is forecast to be well below USD60/ton in 2018, 

investment in aircraft becomes lucrative substitute, further augmenting the aircraft market. 

VIETJET AIR COMPETITIVE POSITIONING 
Leading and Fastest Growing LCC in Vietnam 
In 2016, VJC has surpassed Vietnam Airlines in terms of market share. Jetstar Pacific Airlines, where 

Vietnam Airlines holds 70% of its stake, is the only LCC competitor of Vietjet in domestic market. 

Vietjet has achieved the dominant position in the domestic market only 5 years since the beginning of 
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Figure 19: Domestic airlines popularity 

 
Source: Google Trend 

 

Figure 20: Domestic flight fares comparison 
 1-Month 3-Month 
Vietjet 1,051,000 996,000 
Jetstar 1,100,125 1,033,000 
Vietnam Airlines 1,502,217 1,520,440 

Source: Company ticket booking websites 

Note: Fares generated on September 21, 2017 

Ticket prices 1-month and 3-month in advance on  

October 21 and December 21, 2017 respectively 

 

 

 

 

 

Figure 21: Daily aircraft utilisation (block 
hours) of major airlines in 2016 

 
Source: SAP Independent Industry Report, Airbus, VJC 

Figure 22: Fuel expense per ASK in 2016 

 
 
 
 
 

 
 
 

 

 
 
 
Source: Team estimates 

 

its operation and only took 4 years to gain 30% of market share, while that of other airlines like Cebu 

Pacific is 10 years. The rapid growth is also evidenced by the continuous absorption of new aircraft in 

large amount of more than 100 aircraft together with a remarkable revenue CAGR of 61.02% from 

2013 to 2016. 

One Of The Best Cost Management Airlines In The Region 
VJC has an ex-fuel CASK of 2.38 U.S. cents while that of Vietnam Airlines and Jetstar Pacific are 5.45. In 

the region, VJC’s cost is only higher than AirAsia regarding LCCs. Partially, if not mention fuel expense 

and rentals, the remaining portions are considered to be impressively low in area. The low cost 

advantage is achieved owing to high aircraft utilization characterized by a high block hours of roughly 

14 hours, a short turnaround time of roughly 27 minutes which helps save grounding service expense 

(to be clear, 10-minute faster average turn-time can increase airplane utilization by 8%, lower 

airplane-related operating cost by 2%), high labor productivity and low fleet age of 3.3 years ensuring 

fuel efficiency (in comparison with Vietnam Airlines, Vietjet saves 28% of fuel consumption per ASK). 

(Figure 18)  

High Brand Recognition Thanks To Audacious Marketing Strategy  
Our survey reveals Vietjet brand recognition is 96% (Figure 19), and passengers who have flied with 

Vietjet are willing to choose Vietjet for their upcoming travel (Appendix 19). Vietjet has always been 

identified itself as new generation and dynamic airline through a series of unique marketing strategies 

such as Bikini show, Ao Dai show on Women Day or Gangnam Style dance. With such unique 

campaigns, VietjetAir has succeeded in expressing itself consistently to people its brand image. 

Moreover, the Company focuses on communicating directly to potential customers by omni-marketing 

media channel and emphasizing its competitive fares. 

Lowest airfares in the domestic market 
The obvious advantage of VJC over the domestic competitors is the lowest airfares (Figure 20) which 

stimulates the target customers choose their services rather than other peers. Our survey shows that 

90.5% customers choose VJC for its affordable fares.  The low airfares strategy is consistent with the 

Company’s mission of making air travel the most popular form of transportation to Vietnam citizens as 

well as international passengers. Actually, lowest airfares are powerful weapon to create passengers 

segment of First Time traveler and passengers from other transportation. Vietjet has proudly 

announced to bring first-time experience in air travel for 30% of the passengers carried in 2016. Our 

survey’s response also indicates that 50% of respondents who never fly before will choose Vietjet for 

their first flight experience.  

Visionary Management Board 
Vietjet’s managers are cost-conscious and forward-thinking with an average of 20 year-experience in 

different fields such as airlines, business administration, finance banking, aviation engineering. The 

well-balanced management board recognized the timing for expansion strategy and favorable 

condition for the operation, taking only 5 years to lead the company to gradually gain the largest 

market share of 43% in Vietnam as of 1H2017 while that of Cebu Pacific is more than a decade and 

AirAsia is 6 years to overtake the domestic market. (Appendix 18) 

INVESTMENT SUMMARY 

Advantageous Market Outlook Accelerates The Industry And LCCs’ Growth 

The prominent growth in GDP, income and tourism induces positive signs for increasing air travel demand, 

one of the key driver for the company’s sustainable growth rate. Vietnam is also ranked 5th of the most 

optimistic consumers who have higher propensity to spend for travel. Moreover, a shift from other means of 

transportation towards air coupled with a tourism industry boom thanks to government effort and visa 

exemption policy means the airline industry will prosper. Besides, it is undeniable that low-cost airlines 

with highly competitive fare have created massive opportunity for first-time air travelers and developed air 

travelling habit among citizens. Last but not least, lengthy topography of Vietnam, which is unfavorable for 

road and rail transportation, together with improving infrastructure plan will promise bright prospect for 

the company’s growth. 

Timely And Proper Expansion Plan Captures The Air Travel Demand 

The company’s strategy of focusing on greater domestic market to fortify the leading position and increasing 

market share is achieved by intensifying the frequency of current routes. In addition, international network 

based on charter flights strategy is a successful orientation to establish new routes, grasping the outbound 

travel demand. With the increasing fleet size in a timely manner, VJC has full potential to explore 

international market and seize the opportunity to become a redoubtable competitor in the region. 

Therefore, we believe that VJC will continue to further increase the fleet expansion while maintain a high 

load factor reaching 89.7% as reported in Q3’17, strengthening its competitive advantages on the 

international scale over the medium-term. 

Stringent Cost Structure Provides Competitive Advantages For Superior Growth 

VJC is able to achieve the lowest CASK-ex fuel among the leading LCCs in which unit maintenance, unit labor 
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Figure 23: Valuation results 

Valuation Date Nov 9th 2017 

Methodology Price Weight 

DCF 140,765 70% 

EV/EBITDAR 133,403 30% 

1-Year Target Price 138,600 

Current Price 117,200 

Upside 18.3% 

Source: Team estimates 

Figure 24: Revenue forecast 

 
Source: Team estimates 

Figure 25: VJC’s year-end fleet size 

      
Source: Company data, Team estimates 

 

Figure 26: Travel fare comparison 

 HCMC-Ha Noi HCMC-Da Nang 

Travel 

modes 

Time 

(hrs) 

Fare Time 

(hrs) 

Fare 

Air 2:05 621,908 1:20 437,833 

Bus 35:00 861,385 15:30 405,458 

Rail 34:00 1,066,278 17:00 616,833 

Source: VJC 

Figure 27 : Air passenger per capita 2016 

 
Source:  ICAO, World Bank, Team estimates 

 

 

 

 

cost and airport charges are low compared to industry average and its peers. This is accomplished by (1) 

modern, fuel-efficient and young aircraft which is comprised of Airbus A320/A321neos, saving 15% more 

fuel consumption than A320/A321ceos (Figure 22); (2) short turnaround time of 30 minutes maintained by 

high productivity of multi-tasking labor force resulting in 14.04 block hours as of Q3’17 (Figure 21) (given 

unchanged frequency, 10 minutes less in turnaround time can save 4 aircraft, reducing the enormous rental 

costs of airlines); (3) Low airport charges thanks to government incentives. From a long-term perspective, 

we believe the company will continue to lower its costs by renewing its fleet, increasing aircraft utilization, 

shortening turnaround time, operating in-house staff training thanks to Vietjet Aviation Academy, and 

harnessing economies of scale by its expansion plans. 

VALUATION 

Target Price: VND138,600 

We apply two typical valuation methods to evaluate the intrinsic value of VJC, including Discounted 

Cash Flow (DCF) and Multiple Valuation. While the former explicitly considers and analyzes the 

fundamental drivers of business value, the latter is an expression of market value relative to a key 

statistic. 

DCF Model 

For the DCF method, we use a three-stage growth model. The high-growth phase is based on a detailed 

year-to-year forecast from 2017 to 2022. For the transition-phase from 2022 to 2027, FCFF growth 

rate will gradually decrease from 16.3% (2022) to the long-term growth rate of 2% in 2027. In the 

terminal growth phase, FCFF will continue to grow at 2% from 2027 and onwards. Intrinsic value of 

VJC under this method is VND140,765 

High-growth phase (2017-2022) 

Based on our thorough analysis, the demand of the targeted market of VJC shows a CAGR of 24.1% in terms 

of block hours in the period of 2017 – 2022, while VJC’s fleet grows at a CAGR of 21.4% in terms of size and 

23.9% in terms of targeted block hour. Therefore, we believe that VJC's fleet expansion plan and the demand 

are fairly compatible.  

Revenue Projection  

VJC’s revenue is divided in to 5 main components: Domestic passenger revenue, International passenger 

revenue (including charter flights), Ancillary revenue, Cargo transportation and Revenue from Sale and 

Lease-back activities. Based on our domestic and international transportation revenue forecast, VJC’s 

total core revenue should grow at a CAGR of 28.4% during the period of 2017-2022, reach 

VND70,800bn in 2022 from VND15,800bn in 2016. And total revenue (including Sale and Lease-back) 

will grow at a CAGR of 25.8%, staying at VND109,300bn in 2022 from VND27,500bn in 2016.  

Core Revenue Stream  

Domestic Transportation (Appendix 5): The key driver of VJC’s domestic revenue is intensifying the 

frequency of all domestic routes, especially those of busy traffic by expanding fleet size to capture industry 

growth and gain market share from competitors. 

Intensifying Frequency: VJC could fully benefit from the industry growth at a CAGR of 11.2% from 2017 to 

2022 based on the increasing demand since (1) Vietnam is experiencing a high GDP – growth of 6.3% in 

2016 which will continue in 2022, 1% higher compared to Asia-Pacific region average; (2) Low air travel 

per capita. (Figure 27) 

In addition, with (i) lower ticket fares (Figure 26), coupled with (ii) greater capacity featured by fleet 

expansion, while the (iii) target customers of VJC is very sensitive to price facilitating to continue gaining 

market share in the future. However, the extent to which it can acquire market share decreases due to 

fiercer competition from Jetstar who is renewing its fleet with 10 new Airbus A320 aircraft to compete in 

gaining domestic market share. Based on VJC’s rate of claiming market share in the past, we project in 2017 

this rate stays at 3.7% and slightly decreases to 0% in 2020.  

In short, VJC will enjoy a growth rate of 14.9% in 2017 (11.2% from the industry and 3.7% from market 

share gain) which gradually reduces to 12.1% in 2022, equivalent to CAGR of 13.2% 

International Transportation (Appendix 5): Revenue from international passenger transportation is 

driven by: (1) Opening new routes to potential destinations, and (2) Increasing the frequency to capture 

outbound and inbound tourism growth. 

We project that VJC will open 27 new destinations in Asia in the period of 2018 – 2022 based on their 

popularity and affordability to Vietnamese people as follows: 

 Popularity: Based on the number of search queries of each destination from Vietnam 

 Affordability: Based on the comparison between Vietnamese middle-income class average expenditure 

on international tourism services with the estimated sum of money incurred in each destination.  
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Figure 28: Vietnam international RPK and 
tourism growth from 2011 – 2016 (million)

Source: World Bank, BMI, Air Transport Information Division, AOT. 

  Figure 29: VJC number of routes 

 

Source: Company data, Team estimates 

 

 

 
 

 
 
 

 
 
 

 
 
 

 
 

 
 
 

 
 
 

 
 
 

 

 

Figure 30: WACC high-growth phase 

Variable Year 1-2 Year 3-6 

Risk-free rate 5.53% 

Beta 48.54% 

Market risk premium 12.09% 

Cost of equity 11.39% 

Pre-tax cost of debt 6.40% 

Marginal tax rate 10% 20% 

After-tax cost of debt  5.76% 5.12% 

Capital structure 12% Debt, 88% Equity 

WACC 10.71% 10.63% 

Source: Aswath Damodaran, Bloomberg, Asian Development Bank, 

Company data, Team estimates 

 

Potential international routes of VJC is forecast per number of new destinations multiplying by 1.5 based on 

historical data, constituting 40 new routes in the period of 2018 – 2022.  

The frequency growth of international transportation is derived from the industry growth of 11.6% 

compounded annually from 2017 – 2022, and another strategic growth of 2.6% from the increase in 

international market share captured from VJC’s competitors. 

Strong Load Factor: VJC has been able to adapt faster than other LCCs in the region maintaining 

highest load factor and has a record load factor at 89.7% in Q3 2017. Before opening new routes, the 

company always takes prudent step by establishing charter flights to understand the local markets and 

evaluate load factor. Furthermore, after considering both expansion plan and demand in current and 

new markets that VJC is aiming to, we arrive at a balance of demand and supply side with a CAGR of 

approximately 24% in terms of block hours from 2017 to 2022 (Appendix 5). Therefore, the supply – 

demand balance accompanied with charter flights will facilitate to secure VJC’s high load factor in the 

coming years and we assume that VJC will maintain its domestic and international load factor at 88% 

and 83% respectively. 

Ancillary revenue – Longer Flight And Higher Income: Ancillary revenue is the core profit engine of VJC 

driven by (1) the number of passengers carried and (2) the ancillary revenue per passenger. The number of 

passengers carried is subject to the increase in route network and frequency. With regard to the ancillary 

revenue per passenger, we find a positive correlation between flight sector length and consumption per 

capita to the ancillary revenue per passenger. Therefore, longer international flights and increase in 

consumption per capita are the key drivers. We assume that the growth of sale per passenger would 

experience a CAGR of 6.8% from 2017 to 2022 and total Ancillary revenue will grow at CAGR of 32.7%.  

Cargo: The growth of cargo revenue is in line with passenger revenue growth as VJC uses belly-hold to 

transport cargo. We assume that the ratio of cargo revenue to passenger revenue will remain steadily of 3% 

according to historical data. 

Non-core Revenue Stream – Sale And Lease-back Transaction: VJC should record a profit margin from 

SLB transaction of around USD6 mn per aircraft (average of 2017 and 2016). Moreover, Asia-Pacific aircraft 

purchase and lease market still shows potential growth thanks to (1) low interest rate encouraging lessors 

to acquire fund from the bank for aircraft purchase and (2) commodity market deterioration making aircraft 

become desirable asset, facilitating VJC in these activities. In the next 5 years, Sale and lease-back will 

contribute half of VJC’s profit thanks to a huge discount of large-quantity orders from Boeing and Airbus. 

(Appendix  10) 

Operating Expenses: 

Fuel Expenses – More Efficient Engines, Favorable in Price: Since 2017, VJC has started using A320neo, 

A321neo in its fleet which consume, on average, 15% less fuel than the current ceo types. This effect should 

be based on (1) average length of routes, (2) ratio of neo-type aircraft/total aircraft. Per OPEC and World 

Bank, fuel price is expected to grow at around 18% in 2017, 3.8% in 2018 and 2.4% each year since then 

thanks to the surplus in supply trend in oil market. In addition, from historical data, we find that airlines can 

pass fuel cost to their passengers if prices increase gradually. Thanks to VJC’s position in domestic market, 

CASK ex-fuel advantages and gradual growth in oil price, we assume that VJC can pass 45% of oil price 

increase to its passengers in reference to our regression analysis on passenger yield and fuel per ASK.  

Secure highest aircraft utilization reducing unit cost: VJC now has the highest aircraft utilization in the 

region with an average block hour of 13.1 in 2016. In the next 5 years, we suppose that VJC is able to 

maintain its utilization at 13.7 block hours on average thanks to its young fleet, leading to a lower time of 

safety and technical check and reduced turnaround time. From 2017 to 2022, based on our estimation, VJC’s 

block hour per aircraft per day stays constantly above 13.7 hours compared to an average of 11.9 of the 

region reducing rental cost per ASK (US cents) from 0.98 to an average of 0.80 throughout 2017 – 2022. 

Cost of equity: We calculate cost of equity applying the Capital Asset Pricing Model adjusted by the country 

risk premium. The Vietnam 10-year government bond rate of 5.53% is used as the risk-free rate. The 

market risk premium is defined to be 12.09% (Damodaran). We determine VJC’s beta of 0.49 by using the 

Bottom-up Beta method, using 2-year, weekly unlevered beta of peers, which leads us to the cost of equity of 

11.39%. 

Transition Phase (2022-2027) 

We believe that the growth of VJC’s FCFF will decrease gradually to 2% (terminal growth rate) from 2027 

and onwards owing to the maturity of VJC at the end of 2022 with a slowdown in growth and higher payout 

ratio. 

Terminal growth rate 

FCFF’s terminal growth of VJC should not exceed Vietnam’s long-term growth rate which falls behind the 

global economy’s growth rate of 2.5%-3% of last 3 decades. On the other hand, the widely-accepted 
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Figure 31: Peers comparison 

Company 
Mar 
Cap 

EV/ 

EBI
TDA

R 

PE ROE ROA 

Allegiant 2179 6.4 12.3 53% 14% 

Cebu 1176 4.2 9.3 33% 11% 

AirAsia 2527 5.5 6.4 37% 9% 

IndiGo 6070 6.6 25.2 51% 12% 

SpiceJet 940 4.7 17.2 54% 19% 

Spirit 

Airlines 
3583 5.1 14.0 20% 9% 

Copa 
Holdings 

4928 8.0 17.5 18% 9% 

Shandong 
Airlines 

5491 5.2 11.2 15% 4% 

Air Arabia 4760 9.8 12.1 9% 4% 

Median 3583 7.5 16.6 33% 9% 

Vietjet 2148 6.2 16.0 69% 14% 

*Note: Market capitalization (USDmn) as of September 26, 2017; 

Financial statistics are TTM 2ndQ2017  

Source: Bloomberg, Team estimates 
 

 
 
 
 
 
 
 
 

 
 
 
Figure 33: Revenue Breakdown  

Source: VJC, Team estimates. Note: excluding SLB 

Figure 34: Ancillary as % of total Revenue

 

Source: VJC, Team estimates. Note: exclude SLB 

terminal growth rate ranges from 2% to 4%. With a high-profile company like VJC, we use 2% as VJC’s 

perpetual growth rate and carry out the sensitivity analysis to assess the impact of the number (Figure 32). 

Moreover, it should be noted that WACC of the terminal phase must be adjusted to reflect the characteristic 

of a mature company. 

Multiple Valuation 

For Multiple Valuation Method, we apply EV/EBITDAR multiple because it eliminates the difference 

between airlines that lease aircraft and airlines that own them, depreciation policy, and tax policy. 

Subtracting rent from EBITDA is necessary for industries where operating leases are heavily used as 

financing alternative.  

The peer group comprises major and regional airlines companies based on the following criteria:  

 Size: Firms with small and mid-market capitalization only 

 Business Model: Low-Cost Carriers 

 Profitability: Firms with same ROA and ROE pattern 

 Geographic Location: Mostly in Asia-Pacific region 

 Customer-base characteristic: Middle-income class 

We consider not only airlines within the same market, but also airlines with similar behavior and 

composition in other markets. Likewise, airlines such as Allegiant Travel, Spirit Airlines, Copa Holdings and 

Air Arabia have been contemplated because of their similar business model, their size and same profitability 

pattern. We believe VJC deserves to be traded at a 35% premium to its peers thanks to: (1) VJC bright 

growth prospects as the leading LCC in Vietnam with aggressive expansion plan to maintain its position in 

domestic market and expand to the lucrative regional market, (2) VJC’s excellence in cost management. 

Moreover, when AirAsia had a similar positive outlook with few competitors in the region, it was trading at 

up to an EV/EBITDAR of 25x. Therefore, we believe that our EV/EBITDAR multiple of 7.5x is modest enough 

considering the Company’s investment risks that will be mentioned in the Investment Risk section. Our peer 

analysis leads us to a 1-year horizon target price of VND 133,400, which weighs 30% of the total valuation 

analysis. 
                      Figure 32: Sensitivity analysis  

 TERMINAL GROWTH RATE 
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0.50% 1.00% 1.50% 2.0% 2.50% 3.00% 3.50% 

9.2% 141,700 148,400 154,900 161,700 169,100 177,000 185,900 

9.7% 135,300 141,300 147,100 153,200 159,600 166,500 174,200 

10.2

% 
129,500 134,900 140,100 145,500 151,100 157,300 163,900 

10.7
% 

124,100 129,100 133,800 138,600 143,600 149,000 154,800 

11.2
% 

119,300 123,700 128,000 132,300 136,800 141,600 146,700 

11.7

% 
114,800 118,900 122,700 126,600 130,600 134,900 139,500 

12.2
% 

110,600 114,400 117,900 121,400 125,100 128,900 133,000 

Source: Team estimates 

FINANCIAL ANALYSIS 
Note: exclude SLB activities 

Robust Core Revenue Growth Driven By High Frequency And Route Expansion 

From 2013 to 2016, VJC’s total revenue apart from SLB activities recorded a competitive CAGR of 61%. This 

was mainly attributable to the prominent growth of the core business segment including schedule 

transportation and charter flights with a 3-year CAGR of 50%. Although the domestic passenger 

transportation represented an overwhelming majority in revenue composition over the period (Figure 33), 

it has been decreasing in proportion and YoY growth to leave more prospect for other revenue streams. 

Utilizing charter flights with 97% YoY growth to experiment the international travel demand is a buoyant 

orientation of the excellent management team to penetrate new market. This not only contributes 

significantly to the revenue growth but also motivates the promising surge in the international passenger 

revenue. With the vigorous network expansion, we believe that VJC will consecutively maintain the 

dominant status of the domestic transportation by boosting the flight frequencies connecting 22 airports in 

Vienam as well as establish the influential position on the international scale. 

Ancillary Revenue Is Of Increasing Importance To Sustainable Profitability Growth  

Ancillary revenue is an important component of LCC’s revenue with high markup (Appendix 15, Figure 34). 

For Vietjet, ancillary revenue accounts for an increasing proportion with 18.7% of total revenue - surpassing 

that of LCCs listed by ICAO- and 24.6% of passenger transportation in 2016, recording a robust CAGR of 

92.7% in a 3-year period. Majority of ancillary revenue growth is derived from the rise in ancillary fee in 

which excess-luggage fee accounts for the largest proportion of 80%. The ancillary revenue earned per 

passenger has increased from 2013 to 2016 (Figure 35). This aligns with the Company strategy to shift the 

focus towards the ancillary revenue underpinning profitability. As medium-haul and international network 

start to widen, higher demand for excess luggage, in-flight meals and duty-free products are expected to 
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Figure 35: Ancillary Revenue per pax (VND 

 
Source: VJC, Team estimates. Note: exclude SLB 

Figure 36: CASK ex-fuel 

 
Source: Bloomberg, Team estimates 

Figure 37: Profitability ratio 

 

Source: VJC, Team Estimates 

Figure 38: Net Debt/Equity Ratio 

 
Source: Team estimates 
 
Figure 39: Net Debt + Operating leases/Equity 

 
Source: Team estimates 
 
 
 
 
 

 

provide more room for VJC to soar. 

CASK – Ex Fuel Is Among The Lowest In The Region Ascribe To Stringent Cost Management 

VJC is excellently competitive with relative low CASK and its CASK ex fuel was among the lowest of the 

leading LCCs in the world (Figure 36). With the low fleet age at around 3.3 years, modern and fuel-efficient 

aircraft enables VJC to attain low unit maintenance cost and industry respectable aircraft utilization thanks 

to short turnaround time and high-productivity workforce (Appendix 11). Moreover, lower airport fees 

thanks to government support is highly favorable to VJC than those of global LCCs. Particularly, the 

Company’s CASK enjoyed a sharp reduction from 5.74 US cents to 3.87 cents while CASK ex-fuel decreased 

by 0.6 cents in the period of 2013-2016. For the coming years, we believe that VJC could further reduce cost 

by shortening turnaround time, enhancing fleet utilization, operating in-house handling and technical 

maintenance thanks to the Vietjet Aviation Academy openings. 

Escalating Profitability Backed By Ambitious Expansion Plan And Best-In-Class Cost Advantages 

From 2014 to 2016, the EBITDAR margin increased from 26% to 35% while RASK – CASK rose from 0.24 to 

0.46 US cents (Figure 37). This rapid profitability growth rate is driven by the significant increase in total 

revenue as well as cost reduction. The net profit margin witnessed a steady upward trend from 4.4% in 

2014 to 6.8% in 2016. Furthermore, in line with the Company strategy, we expect the ancillary revenue as a 

key factor to determine profitability will constitute its high gross margin of 50% into the Company’s gross 

profit years onwards. Therefore, we believe that VJC's profit margin in the future will continue to improve 

thanks to (1) increase in revenue of core business and ancillary revenue, (2) further cost-cutting orientation. 

High Capital Expenditure To Subsidize Aircraft Purchase And Training Academy  

Over the period of 2013-2016, the overall picture is that CFO was lower than the Company’s capital 

expenditure with the CapEx ratio always below 1 since the Company is in its growth stage with large aircraft 

purchase deposit. However, the ratio improves from 0.01 in 2014 to 0.88 in 2016 even though in 2016, a 

colossal cash outflow was recorded because of the purchase of one new aircraft and the initial outlay spent 

for the establishment of the Company’s training academy. This indicates good cash generation and 

management. As the Company publicly announced, we expect that VJC will experience a large cash outflow 

for CapEx in 2018 due to the purchase of 3 new aircraft. Accordingly, we forecast the CapEx over the period 

will include the substantial cash outflow needed to meet the aircraft purchase funding requirement and the 

training academy establishment. 

Optimizing Operating Lease And SLB Transaction Without Large Leverage 

The majority of VJC’s fleet was acquired using operating lease and SLB as only one aircraft was purchased in 

2016. In the same year, operating lease underwent an increase of 76,8% YoY growth. More attractively, 

impressive profit generated from SLB transaction with a CAGR of 449.54% has created a strong financial 

platform for the Company. This is the sole mechanism to widen its fleet steadily without incurring onerous 

debt burden. At the same time, old aircraft has consecutively been replaced by modern ones which required 

higher leasing expense to maintain the target average fleet age of 3.3 year. We expect that this trend will 

continue sustain apace due to the intensive fleet expansion plan in the foreseeable future. Particularly, in the 

period of 2017- 2023, we expect that operating lease would increase by more than 23% on average 

annually. (Appendix 11) 

Solid Capital Structure Allowing Further Debt Finance To Expand The Fleet 

In 2015 and 2016, the (Net debt+Operating leases)/Equity ratio was higher than its regional peers, 

however, the Net Debt to Equity was lower over the period. This reveals a higher operating lease rate from 

the implementation of SLB Agreement. Nevertheless, in 2014, both ratios were higher than that of the 

industry average. This was because more debt was placed as deposit for the aircraft purchase contract, 

meanwhile, in the initial stage of the business, VJC had not yet achieved a great profit and sufficient cash 

flow. In 2016, VJC started to borrow long-term debt to finance its purchase of one new aircraft. However, 

this should not raise any concern about solvency since the two ratios are below the industry average which 

means there are still room for a secured debt financing.  

INVESTMENT RISK 

Market Risks  

[MR1] The Increase In Jet Fuel Prices (High Impact, Low Probability) 

Fuel expense accounts for roughly 38% of operating expense of VJC in 2016; thus, any increase in jet fuel 

price may adversely affect the business performance. After bottoming in 2016, prices are expected to rise 

for the coming periods. However, shortage in OPEC supply would induce US companies promote the shale 

oil production, thus, we believe that fuel prices would gradually increase. 

Mitigation: (1) collaborating with several partners providing fuel supply to gain better bargaining power 

such as Petrolimex, Skypec, World Fuel Services, ect. (2) entering fuel hedging contract once crude oil price 

exceeds 60 dollars per barrel, (3) partially passing its fuel cost burden to its passengers through raising 

ticket fares (Figure 41). 

[MR2] Sudden Decrease In The Demand In Aircraft Market (Moderate Impact, Low Probability) 

Most Vietjet’s aircraft orders are for the purpose of expanding its fleet through SLB transactions and 
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Figure 40: Risk matrix 
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Figure 42: Potential sub-leasees 

 
Indigo 

Pakistan 
Airlines 

Qatar Airline 

2014 3 3 - 

2015 9 8 - 

2016 34 - 4 

2017 14 4 3 

Source: Team estimate  

 
 
Figure 43: Risk Summary 
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sublease to other airlines in the leasing market to maintain the young fleet. This is a dynamic market in the 

aviation industry, especially in Asia Pacific. However, if there is any sudden factor forces the downward 

trend in the demand, it will hurt the Company severely and cause it to end up with massive idle fleet size. 

Mitigation: The company is flexible in adjusting its planned fleet size thanks to a call option of 30 aircraft. 

Moreover, since Viejet’s orders account for 3% of total orders received by Airbus and Boeing, VJC could 

negotiate to defer the delivery plan of Airbus and Boeing. 

Business And Operational Risk 

[OP1] Speedy Expansion Strategy May Threat The Operating Performance (Moderate Impact, Low 

Probability) 

The rapid fleet expansion plan of about 192 new aircraft from Airbus and Boeing challenges VJC’s ability to 

maintain high load factor and aircraft utilization, especially when the airport infrastructure of Vietnam is 

being overloaded.  

Mitigation: (1) Using charter flights to examine demand for international routes and collaborate with other 

airlines. For example, VJC just signed a codeshare agreement with Japan Airline in expanding the network in 

Asia Pacific region. (2) Proactive in promotion activities such as offering flight tickets at discounted fares 

from 12 p.m. to 2 p.m. (3) As the airline industry is highly subject to seasonal factor, VJC actively wet lease its 

aircraft for better utilization during low season to other airlines where local market is in high season. 

[OP2] Lease and Capital Commitments May Challenge The Company’s Profitability (Medium Impact, 

Medium Probability) 

Most leasing agreements are non-cancellable; hence, the Company has the obligation to pay a fixed monthly 

lease payment regardless of its business performance and any unexpected events resulting in the decline in 

air travel demand. The capital commitment regarding the Vietjet Aviation Academy project worth USD 170 

mil is also a capital expenditure burden to the Company for the next 1 – 2 years.  

Mitigation: The Company can sublease its aircraft to other airlines such as Indigo, Pakistan Airlines … to 

generate revenue, partly offsetting the burden of leasing contracts. The deferred delivery of airplane thanks 

to Vietjet will also delay its leasing payment, palliating this risk.  

[OP3] International Competitors and New Domestic Entrants Leads To More Fierce Competition 

(Low Impact, Low Probability) 

Planning to expand international network in Asia-Pacific region, VJC cannot ignore the profoundly 

experienced competitors. This also includes those operating LCC business model and offering competitive 

airfares like Air Asia, Cebu Pacific, Scoot, etc. Besides, from the domestic perspective, once the expansion of 

Tan Son Nhat airport and Long Thanh airport are completed, government’s permission will be granted to 

new entrants who are on pending list. Their penetration or alliance with international airlines could slow 

down the growth of the Company due to intense competition.  

Mitigation: The Company conducts strategy to differentiate itself from others by strong brand image, 

offering quality service and further lowering cost to offer more competitive fares for their passengers. 

[OP4] The Sluggish Upgrade Of Airport Infrastructure (Medium Impact, Medium Probability) 

The progress in upgrading Tan Son Nhat airport is slow because of the time lag to find prestigious foreign 

experts in charge of proposing solutions. The project of building Runway 2 at Cam Ranh airport is also 

stagnated as in February 2017, CIENCO 4 has stopped the construction due to the delayed capital allocation. 

The overcrowded status is likely to remain, which affects the short turnaround time of VJC. However, for 

Tan Son Nhat airport, Minister of Transportation is pushing the speed to complete the entire 21ha area, 

which will increase 29 additional parking positions by 1Q19. 

Financial Risk 

[FI1] Currency Fluctuation (Medium Impact, Medium Probability) 

A significant portion of Vietjet Air’s cost is denominated in USD due to aircraft purchase contract with 

Airbus, Boeing and operating lease contract from foreign lessors. The Company has some portion of its debt 

denominated in US dollars as well. Thus, the risk of more USD-denominated debt burden stemming from the 

weakening of VND is high. Moreover, weaker domestic currency may affect the demand for international 

flights but this risk varies among the purposes of different passengers.  

Mitigation: SLB transactions conducted have partly neutralized the risk due to a balanced of cash in/out 

flow denominated in USD. Also, the Company is utilizing the currency hedging contract to protect itself from 

exposing to the risk. 

[FI2] Interest Rate Risk (Medium Impact, Low Probability) 

The Company borrows most of its debt in short term to finance its deposit of aircraft purchase and aircraft 

lease. This amount has significantly increased in 2014 and reached more than VND6000 billion in 2016. As 

the Company’s plan of leasing more aircraft and owning 3 new aircraft in 2018, debt figure can soar with 

higher rate, creating more interest burden. Due to its plan of possessing new aircraft, the Company also 

needs to take in long-term borrowings which indicates more exposure to interest rate risk.  

Mitigation: In June 2016, the Company hedge interest rate with MB Bank to finance one aircraft purchase. 

Moreover, the Company currently borrow at fixed interest rate with other banks and its high reputation in 

timely meeting debt obligation helps it enjoy favorable credit terms. 

2013 2014 2015 2016 1Q2017 2Q2017 3Q2017

Figure 41: VJC Fuel pass-through  
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APPENDIX 1: GLOSSARY 
Aircraft Utilization 
Measure of aircraft productivity, calculated by dividing aircraft block hours by the number of aircraft days assigned to service on air 
carrier routes. Typically presented in block hours per day. 
Ancillary Revenue 
Revenue beyond the sale of tickets that are generated by direct sales to passengers, or indirectly as a part of the travel experience such as 
baggage fees and on-board food and services. 
Available Seat Kilometers (ASKs) 
A common industry measurement of airline output that refers to one aircraft seat flown one kilometer, whether occupied or not. An 
aircraft with 100 passenger seats, flown a distance of 100 kilometers, generates 10,000 available seat kilometers. 
Block Hour 
Time from the moment the aircraft door closes at departure of a revenue flight until the moment the aircraft door opens at the arrival 
gate following its landing. Block hours are the industry standard measure of aircraft utilization (see above). 
Cost per Available Seat Kilometer (CASK)  
Measure of unit cost in the airline industry. CASK is calculated by taking all of an airline’s operating expenses and dividing it by the total 
number of available seat kilometers produced. Sometimes, fuel or transport-related expenses are withheld from CASK calculations to 
better isolate and directly compare operating expenses. 
Load Factor 
The number of Revenue Passenger Kilometers (RPKs) expressed as a percentage of ASKs, either on a particular flight or for the entire 
system. Load factor represents the proportion of airline output that is actually consumed. To calculate this figure, divide RPKs by ASKs. 
Load factor for a single flight can also be calculated by dividing the number of passengers by the number of seats. 
Passenger Yield 
Measure of average fare paid per kilometer, per passenger, calculated by dividing passenger revenue by revenue passenger kilometers. 
Revenue per Available Seat Kilometer (RASK) 
Also called "unit revenue," this figure is calculated by dividing the airline’s total revenue by its total the available seat kilometers. 
Revenue Passenger Kilometer (RPKs) 
This is the basic measure of airline passenger traffic. It reflects how many of an airline's available seats were actually sold. For example, if 
200 passengers fly 500 kilometers on a flight, this generates 100,000 RPKs. 
Sales and lease back (SLB) 
A financial transaction in which one sells an asset and leases it back for the long term; therefore, one continues to be able to use the asset 
but no longer owns it. 
Stage Length  
The average distance flown, measure in statute kilometers, per aircraft departure. The measure is calculated by dividing total aircraft 
kilometers flown by the number of total aircraft departures performed. 
 

APPENDIX 2: VALUATION ASSUMPTION AND MODELING 
INCOME STATEMENT (IN VND BILLIONS) 

  2013 2014 2015 2016 2017E 2018F 2019F 2020F 2021F 2022F 
Revenue      3,790       6,939     11,079     15,822     23,466     30,825     39,318     49,099     59,547     70,828  
Passenger Transportation      3,169       5,742       8,543     12,168     18,264     23,844     30,275     37,631     45,359     53,521  
Domestic      3,006       5,151       6,725       8,646     11,426     13,775     16,327     19,133     22,264     25,844  
International          163           590       1,818       3,522       6,838     10,068     13,948     18,497     23,094     27,677  
Ancillary revenue          413           883       1,888       2,959       4,770       6,427       8,347     10,615     13,177     16,136  
Cargo Transportation          190           299           549           524           548           715           908       1,129       1,361       1,606  
Other Ancillary Revenue            17             16             99           171           260           340           431           536           646           762  
COGS      3,509       6,117       9,488     13,542     20,106     26,074     32,923     40,648     49,219     58,435  
Gross Profit          281           822       1,591       2,280       3,360       4,751       6,395       8,451     10,329     12,393  
Operating Expenses      4,030       6,631     10,009     14,154     21,193     27,501     34,743     43,075     52,162     62,290  
    Fuel Expense      1,920       3,271       4,148       5,369       8,973     11,909     15,324     19,349     23,665     28,311  
    Aircraft Rentals             -         1,046       2,021       3,575       4,538       5,902       7,383       8,776     10,720     13,306  
    Staff Costs (Flight Operation)             -             452           853       1,338       2,093       2,652       3,323       4,105       4,865       5,513  
    Ground Services and Landing Fee             -             425           767       1,124       1,418       1,747       2,128       2,557       3,006       3,456  
    Aircraft Maintenance and Repairs             -             158           406           663           987       1,247       1,543       1,870       2,186       2,621  
    Sales/Marketing/Advertising Expenses          139           186           318           518           690           907       1,157       1,445       1,752       2,084  
    General and Administrative Expenses            78           141           203           189           396           520           663           982       1,191       1,771  
    Depreciation and Amortization, Allocation              7           410           536           668           769           872           996       1,211       1,406       1,685  
    Other Operating Expenses             -             543           757           711       1,328       1,745       2,226       2,780       3,371       3,541  
Operating profit       (241)          308       1,070       1,669       2,274       3,324       4,575       6,024       7,386       8,538  
Finance Income            25             79           154           175           251           330           421           525           637           758  
Finance Costs            92           210           562           654       1,092       1,367       1,748       2,134       2,551       2,943  
Net Finance Costs            67           131           408           479           841       1,037       1,327       1,609       1,914       2,186  
Gain on Sale of Aircraft             -               51           518       1,527       2,315       2,234       2,719       3,520       4,661       4,777  
Net Other Income/Loss          313           227               8             (3)          260           342           436           545           661           786  
Profit before tax              1           444       1,168       2,703       3,980       4,825       6,355       8,420     10,720     11,828  
  Income Tax          (31)            84             (2)          207           166           259           727           980       1,212       1,410  
Income (Loss) Incl. MI            32           360       1,171       2,496       3,814       4,566       5,628       7,440       9,508     10,418  
Net Income            32           360       1,170       2,496       3,813       4,565       5,627       7,439       9,508     10,417  
Net Income - Core            32           310           652           969       1,498       2,331       2,908       3,919       4,847       5,640  

 
  2013 2014 2015 2016 2017E 2018F 2019F 2020F 2021F 2022F 

Revenue 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 
COGS 93% 88% 86% 86% 86% 85% 84% 83% 83% 83% 
Gross Profit 7% 12% 14% 14% 14% 15% 16% 17% 17% 17% 
Operating Expenses 106% 96% 90% 89% 90% 89% 88% 88% 88% 88% 
    Other Operating Expenses 0% 8% 7% 4% 6% 6% 6% 6% 6% 5% 
Operating profit -6% 4% 10% 11% 10% 11% 12% 12% 12% 12% 
Finance Income 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 
Finance Costs 2% 3% 5% 4% 5% 4% 4% 4% 4% 4% 
Net Finance Costs 2% 2% 4% 3% 4% 3% 3% 3% 3% 3% 
Gain on Sale of Aircraft 0% 1% 5% 10% 10% 7% 7% 7% 8% 7% 
Net Other Income/Loss 8% 3% 0% 0% 1% 1% 1% 1% 1% 1% 
Profit before tax 0% 6% 11% 17% 17% 16% 16% 17% 18% 17% 
  Income Tax -1% 1% 0% 1% 1% 1% 2% 2% 2% 2% 
Income (Loss) Incl. MI 1% 5% 11% 16% 16% 15% 14% 15% 16% 15% 
Net Income 1% 5% 11% 16% 16% 15% 14% 15% 16% 15% 
Net Income - Core 1% 4% 6% 6% 6% 8% 7% 8% 8% 8% 



 
BALANCE SHEET (IN VND BILLIONS) 

  2013 2014 2015 2016 2017E 2018F 2019F 2020F 2021F 2022F 
CURRENT ASSETS 827 4,230 6,258 10,313 12,051 14,916 19,849 25,519 30,438 36,823 
Cash and cash equivalents 309 527 924 2,741 3,332 4,640 6,944 9,272 12,030 15,428 
Short-term investments 250 270 270 1 - - - - - - 
Accounts receivable - short-term 139 3,255 4,691 7,129 8,026 9,372 11,756 14,819 16,688 19,364 
  Trade accounts receivable 31 48 639 1,758 1,924 2,502 3,169 3,938 4,758 5,644 
  Prepayments to suppliers 17 354 335 91 404 529 672 830 1,011 1,219 
  Short-term loans receivable - 2 32 - - - - - - - 
  Other short-term receivables 91 2,850 3,685 5,279 5,699 6,341 7,915 10,051 10,918 12,501 
           Deposits for Aircraft purchases 0 2,091 3,021 3,463 3,628 3,815 4,847 6,345 6,503 7,286 
           Maintenance reserves of leased aircraft - 585 320 901 1,275 1,486 1,748 2,065 2,436 2,880 
          Others 91 174 345 915 797 1,040 1,321 1,642 1,979 2,335 
Inventories 61 94 164 138 302 394 500 621 749 884 
Other current assets 68 85 209 304 391 511 649 806 972 1,147 
  Short-term prepaid expenses 61 69 203 242 342 446 567 705 849 1,002 
  Other current assets 7 16 6 63 49 65 82 102 123 145 
LONG-TERM ASSETS 2,121 3,447 5,787 9,749 14,383 20,604 23,401 26,299 29,008 30,996 
Accounts receivable - long-term - 1,391 2,885 5,105 8,737 10,798 12,358 13,765 14,454 14,434 
  Long-term trade receivables from customers - - - - - - - - - - 
  Long-term prepayments to suppliers - - - 702 702 702 702 702 702 702 
  Other long-term receivables 896 1,391 2,885 4,403 8,036 10,096 11,656 13,064 13,752 13,732 
     Maintenance reserves of leased aircraft 392 339 1,530 2,100 2,181 2,542 2,990 3,533 4,167 4,928 
     Deposits of aircraft purchases 269 706 825 1,670 5,001 6,461 7,428 7,968 7,572 6,778 
     Deposits of aircraft leases 233 336 512 615 826 1,057 1,191 1,505 1,944 1,944 
     Others 3 10 18 19 28 37 47 58 70 83 
Fixed assets 142 33 29 1,047 1,298 4,670 5,259 5,952 6,793 7,798 
  Tangible fixed assets 16 20 18 1,040 1,294 4,668 5,259 5,952 6,793 7,798 
  Intangible fixed assets 12 13 11 7 5 2 - - - - 
  Construction in progress (before 2015) 114 - - - - - - - - - 
Long-term work in progress 114 146 137 181 181 181 181 181 181 181 
  Construction in progress 114 146 137 181 - - - - - - 
Long-term financial investments - 8 8 68 68 68 68 68 68 68 
Other long-term assets 1,083 1,868 2,727 3,348 4,098 4,887 5,534 6,332 7,512 8,514 
  Long-term prepaid expenses - 1,868 2,727 3,348 4,098 4,887 5,534 6,332 7,512 8,514 
     Aircraft maintainance - 1,542 2,247 2,798 3,457 4,127 4,662 5,373 6,397 7,221 
     Others - 327 480 550 641 760 873 959 1,115 1,294 
TOTAL ASSETS 2,948 7,677 12,045 20,063 26,435 35,520 43,250 51,818 59,447 67,820 
LIABILITIES 2,343 6,710 9,897 15,329 17,468 23,570 28,194 32,663 35,529 38,666 
Current liabilities 1,040 4,211 6,394 10,570 11,111 13,263 16,451 19,111 19,588 20,154 
  Trade accounts payable 234 329 426 391 705 924 1,173 1,449 1,766 2,128 
  Advances from customers 46 138 169 307 420 548 696 866 1,043 1,231 
  Taxes and other payable to State Budget 21 62 63 198 198 198 198 198 198 198 
  Accrued expenses 47 154 397 492 691 896 1,132 1,404 1,700 2,030 
  Short-term unrealized revenue - 231 662 1,307 1,307 1,789 2,272 2,824 3,403 4,016 
  Other payables 484 695 622 529 1,020 1,020 1,020 1,020 1,020 1,020 
  Short-term borrowings 209 2,602 3,543 6,102 5,499 6,253 7,935 8,843 7,340 5,758 
  Provision for ST liabilities - - 511 1,244 1,271 1,635 2,026 2,510 3,119 3,774 
     Provision for ST maintenance expenses - - 503 1,226 1,253 1,612 1,997 2,474 3,074 3,720 
     Provision to make good on leased assets - - 8 18 18 24 29 36 45 54 
Long-term liabilities 1,303 2,499 3,504 4,759 6,357 10,307 11,743 13,551 15,940 18,512 
  Other long-term payables 1 6 9 17 17 17 17 17 17 17 
  Long-term borrowings - - - 695 631 2,978 2,711 2,437 2,157 1,869 
  Deferred income tax liabilities - 34 32 82 82 82 82 82 82 82 
  Provision for long-term liabilities 1,302 2,459 3,463 3,964 5,626 7,229 8,932 11,014 13,684 16,543 
     Provision for LT maintenance expenses - 2,306 3,241 3,690 5,278 6,788 8,411 10,419 12,949 15,667 
     Provision to make good on leased assets 1,302 153 222 274 348 441 521 595 735 876 
OWNER'S EQUITY 605 967 2,147 4,734 8,965 11,948 15,053 19,151 23,914 29,149 
Paid-in capital 800 800 1,450 3,000 4,760 4,760 4,760 4,760 4,760 4,760 
Foreign exchange differences - 0 11 30 24 39 50 57 65 92 
Retained profits 

 
165 686 1,703 4,181 7,149 10,244 14,335 19,089 24,297 

Minority interests - 1 1 1 2 3 3 4 4 5 
TOTAL LIABILITIES AND EQUITY 2,948 7,677 12,045 20,063 26,435 35,520 43,250 51,818 59,447 67,820 

 
  2013 2014 2015 2016 2017E 2018F 2019F 2020F 2021F 2022F 
CURRENT ASSETS 28% 55% 52% 51% 46% 42% 46% 49% 51% 54% 
Cash and cash equivalents 10% 7% 8% 14% 13% 13% 16% 18% 20% 23% 
Short-term investments 8% 4% 2% 0% 0% 0% 0% 0% 0% 0% 
Accounts receivable - short-term 5% 42% 39% 36% 30% 26% 27% 29% 28% 29% 
Inventories 2% 1% 1% 1% 1% 1% 1% 1% 1% 1% 
Other current assets 2% 1% 2% 2% 1% 1% 2% 2% 2% 2% 
LONG-TERM ASSETS 72% 45% 48% 49% 54% 58% 54% 51% 49% 46% 
Accounts receivable - long-term 0% 18% 24% 25% 33% 30% 29% 27% 24% 21% 
Fixed assets 5% 0% 0% 5% 5% 13% 12% 11% 11% 11% 
Long-term work in progress 4% 2% 1% 1% 1% 1% 0% 0% 0% 0% 
Long-term financial investments 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 
Other long-term assets 37% 24% 23% 17% 16% 14% 13% 12% 13% 13% 
TOTAL ASSETS 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 
LIABILITIES 79% 87% 82% 76% 66% 66% 65% 63% 60% 57% 
Current liabilities 35% 55% 53% 53% 42% 37% 38% 37% 33% 30% 
Long-term liabilities 44% 33% 29% 24% 24% 29% 27% 26% 27% 27% 
OWNER'S EQUITY 21% 13% 18% 24% 34% 34% 35% 37% 40% 43% 
Paid-in capital 27% 10% 12% 15% 18% 13% 11% 9% 8% 7% 
Foreign exchange differences 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 
Retained profits 0% 2% 6% 8% 16% 20% 24% 28% 32% 36% 
TOTAL LIABILITIES AND EQUITY 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 

 
 
 
 
 
 
 
 
 
 
 



CASH FLOW STATEMENT (IN VND BILLIONS) 
  2013 2014 2015 2016 2017E 2018F 2019F 2020F 2021F 2022F 
Profit/(loss) before tax 1 444 1,168 2,703 3,980 4,825 6,355 8,420 10,720 11,828 
    Depreciation and amortisation 7 11 10 46 903 1,239 1,615 1,950 2,290 2,745 
    Provisions 72 132 273 495 561 745 959 1,188 1,471 1,828 
    (Profit)/loss from investing activities (21) (5) (46) (41) (29) (38) (48) (61) (73) (87) 
    Interest expense 10 64 130 181 207 246 318 351 332 274 
Operating profit/(loss) before changes in 
Working Capital 

69 588 1,576 3,333 5,622 7,017 9,198 11,848 14,740 16,588 

    (Increase)/decrease in receivables (20) (919) (1,625) (2,629) (823) (1,529) (1,810) (2,119) (2,356) (2,667) 
    (increase)/decrease in inventories (50) (33) (71) 26 (164) (92) (106) (121) (128) (135) 
    Increase/(decrease) in payables 425 263 1,014 848 1,116 1,035 1,116 1,269 1,370 1,493 
    (Increase)/decrease in prepaid expenses 125 198 120 275 (851) (893) (768) (936) (1,324) (1,155) 
    Interest paid (11) (60) (162) (178) (207) (246) (318) (351) (332) (274) 
    Business Income Tax paid - - - (40) (166) (259) (727) (980) (1,212) (1,410) 
    Other payments on operating activities (642) - - - - - - - - - 
Net cash inflows/(outflows) from operating 
activities 

(103) 37 852 1,636 4,528 5,033 6,584 8,610 10,758 12,439 

    Purchases of fixed assets and other long term 
assets 

(32) (2,697) (1,210) (1,859) (191) (3,195) (286) (326) (403) (479) 

    Aircraft Deposit - - - (1,286) (3,707) (1,077) (2,134) (2,352) (2,587) (2,716) 
Net cash inflows/(outflows) from investing 
activities 

(262) (2,714) (1,201) (2,830) (3,899) (4,272) (2,420) (2,678) (2,989) (3,195) 

    Proceeds from issue of shares 200 1 - 72 1,760 - - - - - 
    Proceeds from borrowings 1,855 7,632 13,667 21,250 15,081 19,066 17,059 18,052 18,058 17,010 
    Repayment of borrowings (1,694) (4,738) (12,927) (18,035) (15,481) (16,758) (16,119) (18,035) (18,035) (17,359) 
    Finance lease principal payments - - - - (64) (163) (267) (274) (281) (288) 
    Dividends paid - - - (300) (1,335) (1,598) (2,532) (3,348) (4,754) (5,209) 
Net cash inflows/(outflows) from financing 
activities 

361 2,894 740 2,986 (38) 547 (1,859) (3,605) (5,011) (5,845) 

Net increase in cash and cash equivalents (4) 217 391 1,792 591 1,307 2,305 2,328 2,757 3,399 
Cash and cash equivalents at the beginning of period 314 309 527 924 2,741 3,332 4,640 6,944 9,272 12,030 
Cash and cash equivalents at the end of period 309 527 924 2,741 3,332 4,640 6,944 9,272 12,030 15,428 

 
APPENDIX 3: FCFF SCHEDULE (IN VND BILLIONS) 

 

 
2017E 2018F 2019F 2020F 2021F 2022F 2023F 2024F 2025F 2026F Perpetuity 

FCFF 283 274 3,508 5,086 6,637 7,722 8,551 9,155 9,579 9,870 10,068 

Growth rate of FCFF 
 

-3.1% 1179.5% 45.0% 30.5% 16.3% 10.7% 7.1% 4.6% 3.0% 2.0% 

Enterprise Value 70,990 
          Proportion of Terminal Value 53.5% 
          Value of Equity 63,533 
          Number of Outstanding Share 451,343,284 
          Intrinsic Value per share 140,765 
          Difference from current price 24.0% 
           

 
APPENDIX 4: COST OF CAPITAL ESTIMATES 

 

VARIABLE YEAR 1-2 YEAR 3-6 

Risk-free rate 5.53% 

Beta 48.54% 

Market risk premium 12.09% 

Cost of equity 11.39% 

Pre-tax cost of debt 6.40% 

Marginal tax rate 10% 20% 

After-tax cost of debt  5.76% 5.12% 

Capital structure 12% Debt, 88% Equity 

WACC 10.71% 10.63% 

Source: Aswath Damodaran, Bloomberg, Asian Development Bank, 

Company data, Team estimates 

BOTTOM-UP BETA 

Median Industry 2-year Unlevered Beta 0.54 

Total debt of VJC 271 

Market Cap of VJC 1960 

Current D/E 13.8% 

Tax rate 20% 

Levered Beta 0.49 

Source: Bloomberg, Team estimates 

1. Cost of equity 
Risk free rate: Based on 10-year Vietnam Government bonds, we come up with an applicable risk-free rate for VJC with a yield of 5.53% 
on 24/10/2017.  
Bottom-up Beta: We use bottom-up Beta for estimation of Beta of VJC, since single regressed Beta has many drawbacks such as: (a) high 
standard error, (b) reflective of historical conditions of the firm, (c) there is peculiar market reaction to new public firm like VJC 
Bottom-up Beta is estimated by 3 steps: 
 We search for 51 company in airlines industry (both LCC and Full services) and regress 2-year, weekly return Beta 
 We un-lever these Beta using their effective tax rate and current D/E (Total book value of Debt and Market Capitalization) 
 We use median of un-levered Beta, lever the Beta by current D/E ratio of VJC 
 
2. Equity risk premium 
 

 
CONTENT VALUE NOTE 

(1) Equity Risk Premium in US (AAA country) 5.69% 
 

(2) Vietnam Sovereign Rating based on Moody's B1 
 

(3) Vietnam Gov sovereign rating spread 5.20% B1 rating = 5.2% in spread 
(4) BAML Emerging Mkt Public Bond Spread 11.48% 

 
(5) S&P Emerging BMI (Equity Index) 14.12% 

 
(6) Relative Volatility 1.2 (6) = (5)/(4) 
(7) Vietnam Country Risk Premium 6.4% (7) = (3)*(6) 
(8) Equity Risk Premium 12.09% (8) = (7) + (1) 

Source: Moody’s, Aswath damodaran's ctryprem Jan 2017, Team estimates 



 
Using methodology and data offered by Prof. Aswath Damodaran, we came up with the Equity risk premium for Vietnam is 12.09%. 
The equity risk premium is calculated in a 2 – step process shown below: 
(1) We get the Equity risk premium from a mature market (the United States market) which is equal to 5.69% as of 24/10/2017.  
(2) We add country equity risk premium to the mature equity risk premium.  
The country risk premium of 6.4% is calculated by the following formula: 

Country equity risk premium = Government sovereign rating spread x Relative volatility 
3. Pre-tax cost of debt 
VJC has used a large amount of short-term debt to: (1) Finance its deposit to purchase aircraft, and then pay back using the money they 
get from leasing companies in the SLB transactions, (2) Finance for the aircraft purchased for possessing. The cost of using this interest-
bearing debt is highly subject to market interest rate. The interest rate charged on VJC’s short-term debt is based on the combination of 
Vietnam’s inflation rate and the spread by banking expert. Also, thanks to close relationship with banks, VJC is charged at a slightly lower 
rate than the market rate. 
4. Capital structure 
As of 1H2017, VJC’s capital structure (D/E ratio = 14%) and is projected to persist up to 2022 based on the Company’s targeted capital 
structure. 
  

APPENDIX 5: VJC’S PASSENGER TRANSPORTATION REVENUE FORECAST 

DEMAND SIDE 

A. DOMESTIC PASSENGER TRANSPORTATION REVENUE 

Vietnam market potential 

1. Key demand drivers for Air passengers 

Strong GDP growth (%):  Aviation business is a cyclical industry which is strongly affected by the economy, as evidenced by the highly positive 

correlation between RPK growth and GDP growth (Figure …). Higher GDP growth implies favorable economic conditions, where the demand for 

business travels are high and businessmen are willing to pay more for travelling, resulting in the increase in air travel demand. Recently, 

Vietnam’s economy has been recovering and GDP growth rate is projected to be 6.3% in 2017 and stays at 1% higher than the average rate of 

other Asia-Pacific nations to 2022. 

GDP per capita (USD):  While GDP growth reflects demand for air travel resulted from a more dynamic economy. GDP per capita is a proxy of 

income. Normally, air travel cost is higher than other means of transport. Higher income implies more disposable income inducing people to pay 

more for travelling. Especially, VJC’s targeted clients are very price-sensitive. 

Low air travel per capita:  Vietnam air passenger carried in both domestic and international routes is 38mn passengers in 2016, equivalent to 40% 

of total population. Meanwhile in Thailand and Malaysia, this ratio is 88% and 172% in 2016 respectively. This indicates room for air travel 

growth in Vietnam is very potential. 

Figure: Relationship between airline growth and GDP growth (Global) 

 

Source: World Bank 

Movement from outdated railway:  Vietnam North - South railway length is 1,700km, this is the only railway connecting Hanoi and Ho Chi Minh 

city, it was built in the 19th century, with 1,000 mm gauges constraining the speed below 60 km/h. It costs passengers 30 hours from Hanoi to 

HCMC and VND 1,000,000 fare meanwhile air travel costs only 2 hours and the same fare on average. This drawback of railway will facilitate air 

travel demand in Vietnam. 

2. Calculation of the growth of Vietnam airline industry 

To calculate the growth of Vietnam airline industry, we go through the following 5 steps: 

Step 1:  Estimate the fair level of air travel per capita at a determined income level 

To estimate the fair level of air travel per capita at a determined income level, we select 3 peer countries in Southeast Asia which have relatively 

similar geography, economic, and infrastructure conditions and conduct a panel data regression. 

The criteria to choose peer countries: 

Longitude: For domestic aviation industry, topography characteristic is very important, in which the longitude of a country is a crucial 

determinant of transportation behavior of local citizens. Vietnam, Thailand, Malaysia and Philippines have similar geography characteristics in 
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terms of longitude at around 1,700 km. In addition, Vietnam is divided into several parts by Truong Son and other mountains which constrains 

development of rail and road. Similarly, Philippines, Malaysia are broken into many parts by the sea, leaving room for air travel. 

Population: A vast population of a country will favor the development of many industries. A good example of this is China. Therefore, we take 

into account this factor to the growth airline industry. 

Expressway and high-speed railway: These factors reflect substitute products of air transportation. Vietnam and three other countries have the 

same infrastructure conditions regarding expressway and high-speed railway. The infrastructure of substitute products of air travel in all four 

countries is also at the similar status. 

Number of airports: This factor indicates the extent to which infrastructure of airline industry is developed to capture domestic demand for air 

travel. The number of airport reflects the capacity, accessibility and convenience of air transport comparing to its substitutes which may affect the 

decision of local passengers. 

GDP and GDP per capita: These 2 factors take into account of economic conditions and income effect which may have impacts on air travel 

demand as aforementioned. 

After considering the above 5 criteria, Thailand, Malaysia and Philippines are included in our regression 

Figure 44: Peer countries summary 

Country 
Longitude 

(Km) 

Population 

(mn) 

Expressway 

length (km) 

High speed 

Railway 

Number of 

Airport 
GDP 

GDP per 

Capita 

Thailand 1,615 70 535 No 33 407 5,908 

Malaysia 1,995 31 1,821 No 22 296 9,503 

Philippines 1,496 103 434 No 26 305 2,951 

Mean 1,686 74 883 No 26 303 5,137 

Vietnam 1,639 93 740 No 23 203 2,186 

Source: World Bank, Google Maps, Team estimates 

We compare these 3 countries in Southeast Asia region to estimate the market potential of Vietnam and clarify whether Vietnam has reached its 

optima level or not.  We use air travel per capital as the measurement of market potential, which is calculated as follows: 

                       
                            

                
 

Estimate the correlation between income (GDP per capita) and air travel demand 

We calculate the correlation between GDP per capita and air travel per capita from 2000 to 2016 for each country and for all four countries and 

the results are as follows: 

Country Vietnam Malaysia Thailand Philippines All four countries 

Correlation 95% 88% 82% 95% 95% 

The result is consistent for all countries indicating a close relationship between income and air travel demand, explaining over 90% the variation 

in air travel demand.  

Regression of air travel per capita 

  To estimate the potentials of domestic aviation industry, we run a regression model of air travel per capita and GDP per capita from 2000 to 2016 

for 4 countries in the pool and the result is as follows: 

VARIABLES Air Travel per Cap 

GDP per capita (current US$) 0.000141*** 

 (26.08) 

Observations 68 

R-squared 0.912 

T-statistic in parentheses; *** p<0.01, ** p<0.05, * p<0.1 

This result indicates a coefficient of 0.00014, implying that an increase in nominal GDP per capita of 100 USD will result in an 0.014 increase in air 

travel per capita. The fair level of air travel per capita at a determined income level at year t: 

                                                                                              

Total passenger carried:                                                   

Growth contributed by income effects  

        (
           

             
  )       

However, this estimation only takes into account income effect meanwhile Vietnam aviation industry is also benefited from 100-year-old 

outdated railway system. 



Air travel demand from rail and road 

Vietnam has only one aged North-South railway route with low speed (60km/h), poor services but high fare. For that, it loses market share to the 

airline industry. This is a country-specific characteristic of Vietnam. We suppose that this trend is sustainable and airline industry could gain 1.8% 

(the average gain in 2015 and 2016) from the market share of railway and road because: (1) Railway infrastructure cannot improve significantly 

in a short period of time, (2) Safety concern of buses with high rate of accidents in Vietnam encourages people to travel by air. 

Economic conditions 

Based on our survey, we find that 88.4% of VJC’s customers travel with Vietjet for leisure purposes, this result is consistent with previous studies 

which indicates the portion of leisure travelers of LCC is 90%.  So that 11.6% is supposed to be business travelers where GDP growth is a good 

proxy. To take into account this effect, we add GDP growth to the estimation of airline growth with the weight of 11.6% (100% - 88.4%). We use 

GDP growth projection from World Bank. 

The growth of Vietnam airline industry: 

 
2016 2017E 2018F 2019F 2020F 2021F 2022F 

INCOME EFFECTS 

GDP per Capita 2,186 2,400 2,630 2,883 3,164 3,474 3,816 

Air travel per capita 40.9% 43.9% 47.2% 50.7% 54.7% 59.1% 63.9% 

Population (mil) 93 94 95 95 96 97 98 

Passenger carried (mil, 

estimated) 
38 41 45 48 53 57 63 

Implied Growth 
 

8.4% 8.4% 8.6% 8.8% 8.9% 9.1% 

ECONOMIC CONDITION EFFECTS 

Real GDP growth 6.3% 6.4% 6.4% 6.5% 6.5% 6.5% 

Weight 11.6% 11.6% 11.6% 11.6% 11.6% 11.6% 

Contribution 0.73% 0.74% 0.74% 0.75% 0.75% 0.75% 

Outdated railway and road effects 

Market Share gain 1.8% 1.8% 1.8% 1.8% 1.8% 1.8% 

Total Industry growth 
11.0% 11.0% 11.1% 11.2% 11.5% 11.6% 

CAGR 11.2% 

Source: World Bank, Oxford Economics, Team estimates 

B) INTERNATIONAL PASSENGER TRANSPORTATION REVENUE 

We conduct a survey and learn that approximately 88.4% of Vietjet passengers fly with Vietjet for leisure purposes. We are confident that 
the proportion is even higher for international transportation as there are hardly any other efficient substitutes for air transport across 

the border. Therefore, we identify that VJC’s two key drivers for Vietjet international transportation revenue are (1) route expansion and 

(2) frequency increase to capture tourism growth. To project the international transportation revenue, we go through the following steps: 

I)  Calculate the potential international routes of VJC for the period of 2018-2022, by forecasting potential destinations of VJC multiplying 

by an estimated multiplier to come up with the number of potential routes 

II) International transportation revenue projection where the growth of tourism industry coupled with the international market share 

gain are factored to the increase in the frequency of routes 

I) THE PROCESS OF CALCULATING POTENTIAL INTERNATIONAL ROUTES 

A) Calculate the potential international destinations 

We identify Vietjet’s potential international destinations based on the current destinations of VJC’s two main competitors in domestic and 

international market: Vietnam Airlines and AirAsia. Since AirAsia and Vietjet international destinations link to tourist attraction cities 

offering affordable services and Vietnam Airlines is the domestic carrier who has been many years of market research to find out potential 

destinations with reference to behavior of Vietnamese outbound tourists. Our initial list includes 70 destinations in Asia (of which are 

primarily tourist attractions). From this initial list, we choose VJC’s potential destinations if that destination satisfies the following criteria: 

 Cities which are popular to Vietnamese people 

 Cities where services are affordable to Vietnamese people 

To determine whether a city is popular to Vietnamese people, we conduct a quantitative analysis using results from Google Trend, 

comparing the relative popularity of a destination to another, and drop any destinations that show weak searching frequency from 

Vietnam. After this step, there are 27 destinations remaining in our list. 

To identify the affordability of local services to Vietnamese people, we go through the following steps: 

1. We calculate the Vietnamese middle-income class expenditure on international tourism, by estimating their propensity to travel 

abroad 

2. We estimate the sum of money that they may incur in each city upon their travelling in each destination 
3. After that, we compare the sum that Vietnamese are willing to spend to the cost of travelling in each city 

 (1) Calculate the Vietnamese middle-income class expenditure on international tourism: 

- In 2016, Vietnamese total expenditure on international outbound tourism is USD7-8 billion (according to The Vietnam National 

Administration of Tourism). We, thereby, calculate the Vietnamese propensity to travel abroad, which is 3.7%, as illustrated in the table 
below: 

ACCOUNT VALUE SOURCE 



 
- According to the MasterCard Future of Outbound Travel in Asia Pacific (2016 to 2021) Report, the middle-income class whose income ranges 
from USD10,000 to USD30,000 accounts for 48% share of outbound travel, and is projected to reach 57% in 2021. This class is also the target 

segment of Vietjet. Applying the Vietnamese propensity to travel abroad calculated above, the estimated sum that Vietnamese middle-income class 

will spend on international outbound tourism is calculated as follows:  

                                                                

In which: 

 Middle – income expenditure: The Vietnamese middle-income class expenditure on international outbound tourism 

 Propensity to travel abroad: The proportion of income the Vietnamese people are willing to spend for international outbound tourism 

 Income: The range of income of Vietnamese middle – income class 

Hence, the Vietnamese middle-income class expenditure on international outbound tourism will range from about VND 8 mil to VND 25 

mil per annum. 

 

 

(2) Estimate the sum of money that they may 

incur in each city upon their travelling 

 
Assumption: A middle-class Vietnamese 

outbound tourist will spend 3 hotel nights (of 

three-star standard) upon their travelling, 

purchase a round-trip ticket of possible 

lowest price, and incur other expenditures 
similar to that of a standardized tour to each 

foreign destination from Vietnam.  

(3) Compare the sum that Vietnamese are 

willing to spend to the cost of travelling in 

each city 

From our calculations above, we find that the 

range of possible expenditure of Vietnamese 

outbound tourists in the potential destination 

list is from VND 5.8 mil to VND 20.5 mil per 
annum, within the affordability range of 

Vietnamese middle-income class which is 

from VND 8 mil to VND 25 mil. Therefore, we 

conclude that these 27 destinations are the 

potential destinations of Vietjet in the period 
of 2018 – 2022. 

 

 

Figure: VJC’s current and potential destinations 

 
Source: VJC, Team Calculation 

 

Figure 45: International outbound expenditure estimates for each potential destination (in VND millions) 

Country IATA 
Round-

trip fare 
Hotel 

Other 

spending 
Total Country IATA 

Round-

trip fare 
Hotel 

Other 

spending 
Total 

Malaysia BKI 5.4 1.2 1.9 8.6 China SWA 8.8 1.5 1.3 11.7 

Malaysia LGK 6.0 1.4 2.2 9.6 China NNG 5.8 1.5 1.5 8.9 

Indonesia DPS 6.0 1.8 0.7 8.4 China KWE 9.6 1.5 1.5 12.7 

Indonesia LOP 7.7 4.2 1.8 13.7 China TNA 7.9 2.5 1.0 11.4 

Brunei BWN 11.5 1.3 3.6 16.4 China XMN 9.3 2.8 8.4 20.5 

India BLR 9.0 4.8 0.4 14.1 China TAO 9.4 2.9 1.0 13.4 

India CCU 9.0 2.1 0.3 11.4 China SHE 9.8 1.5 1.3 12.7 

Thailand DMK 2.3 2.1 1.4 5.8 Laos LPQ 6.0 5.4 0.6 12.0 

Thailand KBV 6.2 7.0 4.9 18.1 Laos VTE 6.3 0.8 0.9 8.0 

Philippines MNL 6.2 1.2 1.2 8.6 Maldives MLE 9.4 1.7 1.0 12.1 

China PEK 14.2 2.7 1.2 18.1 Cambodia KOS 8.3 3.6 0.7 12.6 

China DLC 12.5 1.0 2.1 15.6 Japan KIX 6.1 7.3 2.0 15.4 

China CGO 13.8 2.5 1.4 17.7 Japan NRT 9.0 5.5 3.1 17.6 

China CAN 3.8 1.5 1.3 6.6       

Note: Airfares are collected from Skyscanner.com, for round-trips on March 1, 2018, of which one point is Ha Noi; Hotel expenses are calculated on a three-night basis in a three-star 

hotel. 

B) Calculate the potential number of international routes 

Expenditure on international outbound 

tourism, (current USD), 2016 (1) 

7,500,000,000 Vietnam National Administration of Tourism 

GDP (current USD), 2016 (2) 202,615,893,444 World Bank 

(1)/(2) 3.70%  

Current 
Potential 



Collecting data from Vietjet booking website, we find that VJC is operating on 32 scheduled international destinations, offering 48 routes 

from Vietnam. Then we calculate the destination multiplier as follows: 

                        
                      

                            
 

Therefore, each international destination is connected to 48/32 = 1.5 airports in Vietnam on average. Given 27 potential destinations 

collected above, we come up with the number of potential international routes which is 27 x 1.5 ≃ 40 calculated as follows: 

                                                                 

Considering the current speed of opening new routes of VJC, and assuming that the speed is higher for the more recent years, we come up 

with the following international routes expansion plan: 

 

 2017E 2018F 2019F 2020F 2021F 2022F 

Number of new 
international routes 

14* 13 12 10 3 2 

Note: *The Company announces that in 2017, they will open 14 international routes. As of June 30, 2017, they have already opened 12 routes.  

II) INTERNATIONAL TRANSPORTATION REVENUE PROJECTION 

Our assumptions and estimates: 

 
2016 2017E 2018F 2019F 2020F 2021F 2022F 

ASK 3,950 9,753 13,671 18,234 23,350 28,148 32,564 

RPK 3,279 8,095 11,347 15,134 19,381 23,362 27,028 

Load factor 83% 83% 83% 83% 83% 83% 83% 

Yield 3.72  3.72  3.81  3.86  3.90  3.95  3.99  

Flights 11,650 24,924 34,902 46,515 59,538 71,764 83,016 

International passenger revenue is driven by VJC route expansion and frequency increase to capture Vietnam tourism growth, including 
inbound and outbound tourism. We also find a positive relationship between international RPK and tourism growth (Figure). As Company 

data reviews that approximately 80% Vietjet passengers in international routes are Vietnamese, we will base on this information to weigh 

the growth of the industry in terms of international flights accordingly (0.8 for outbound tourism growth and 0.2 for inbound tourism 

growth). Moreover, VJC also captures a gain in international market share. VJC has been gaining international market share from 0% in 

2012 to 10% in 2016, and this growth is assumed to be 2.6% in our base case. 

 2016 2017F 2018F 2019F 2020F 2021F 2022F Projected by 

Tourism growth 19.5% 13.9% 11.7% 11.3% 10.9% 10.4% 10.4%  

  Outbound tourism 12.3% 9.5% 9.5% 9.5% 9.5% 9.5% 9.5% UNWTO 

  Inbound tourism 26.0% 31.5% 20.3% 18.4% 16.4% 13.9% 13.9% BMI 

Market share gain 4.4% 2.6% 2.6% 2.6% 2.6% 2.6% 2.6% Team estimate 

Growth 24.0% 16.5% 14.2% 13.8% 13.4% 12.9% 12.9%  

International Passenger 

Revenue (VND bil) 
3,522 6,838 10,068 13,948 18,497 23,094 27,677 

 

 
SUPPLY SIDE 

Management Guidance: 

VJC has signed firm orders with Airbus and Boeing comprising 219 aircraft in total and planned to expand its fleet aggressively. In 2017, expected 

year-end fleet of VJC is 52 Aircraft of A320-Family and this number is projected to reach 131 by 2022 including aircraft of both A320-Family and 

Boeing 737 (Figure …). VJC’s representative states that the Company will manage to maintain its high aircraft utilization and adjust delivery 

schedule base operating result. 

Assuming that the Company can maintain the block hour at 13.6 according to the 1H 2017 business performance report, the expected total block 

hour that VJC’s fleet can generate would be 231,000 hours in 2017 and experience an CAGR of 24% to 2022 and stay at 600,000 hours per year. 

Figure 43: VJC capacity projection 

Year 2016 2017E 2018F 2019F 2020F 2021F 2022F 

Fleet Size 41 52 66 78 89 110 131 

Fleet size growth  CAGR 21.4% 

Total Block hour (Expected) 164,666 230,826 292,876 357,408 414,494 493,918 598,162 

Growth 40.0% CAGR 23.9% 

Block hour 13.3 13.6 13.6 13.6 13.6 13.6 13.6 

Source: Team estimates 

After comparing market demand with the Company's capacity, we conclude that VJC's fleet expansion plan and the market demand are perfectly 

compatible. In other words, Vietjet are totally able to accomplish the expected growth rate. 

 

APPENDIX 6: DCF ASSUMPTION – OTHERS 



Long-term Debt: VJC did not have long-term loans in the past except for 2016 but mainly short-term loans for aircraft purchase deposit 

and working capital financing. In the future, we expect VJC will only borrow long-term loans to purchase aircraft and build Vietjet Training 

Academy. Based on historical data, VJC will be able to borrow long-term debt up to 85% of the aircraft purchase price and 80% of Vietjet 

Training Academy. The principal of aircraft purchase loan will be paid an equal amount of USD1.4 mn every 6 months in 10 years. 

Capital Expenditure, Depreciation and Amortization 

Capital Expenditure of VJC as well as other airlines will lie in the purchase of aircraft. However, VJC mainly finances its aircraft through 

SLB and operates the aircraft under operating lease agreements received in the following 2 years. According to the company's plan, VJC 

will purchase 3 aircraft in 2018, assuming that the price of the aircraft will be USD42.3 mn same as past transactions. In addition, from 

2017 to 2019, the company invested in the construction of Vietjet Training Academy with the sum of VND3,825bn, completing the first 

and second phase in mid-2018 and mid-2019 respectively. We assume the investing cash flow for this project will spread evenly during 

process. Airplanes and training centers will be depreciable in 20 and 25 years on a straight-line basis. As such, VJC's CAPEX is mainly 

aircraft purchase deposit of 5% the listed price of the aircraft  

APPENDIX 7: MONTE CARLO SIMULATION 

After conducting an investment risk analysis on VJC, we perform a Monte Carlo Simulation to estimate the potential to simulate the 

different outcomes of changes in key modelling assumptions on VJC’s intrinsic value. We identify 7 key variables that are considered to 

have substantial impact on FCFF: Oil Price, SLB Margin, WACC, Terminal Growth, Market Share Gain, Real GDP Growth, and International 

Passenger Growth 

Variables Mean 
Standard 

deviation 

Fuel Price Change 2.7% 7% 

Sale and Lease-back 
Margin (USD mn) 

6 1 

International Growth 14.1% 3% 

Domestic Growth 11.2% 3% 

Load Factor 86% 1% 

Terminal Growth 2% 1% 

WACC 10.7% 1% 
 

SIMULATION STATISTIC 

Trials 500,000 

Base Case 138,600 

Mean 148,649 

Median 142,100 

Mode 127,700 

Standard Deviation 40,835 

Coeff. of Variation 0.27 

Minimum 40,000 

Maximum 349,900 
 

After performing 500,000 simulations, we observe a 57.8% potential of obtaining a target price above 15% upside or VND134,780 per 

share. Finally, a 7.8% probability of the stock downgraded to a sell. 

 

Figure: Contribution to variance 

 
Source: Team estimates 

 
 

APPENDIX 8: OPERATING METRICS 
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2015A 2016A 2017E 2018F 2019F 2020F 2021F 2022F 

ASK 11,054,800 16,498,000 24,918,085 31,085,642 38,108,549 45,843,198 53,421,104 60,888,672 

Growth - ASK (%) 80.2% 83.7% 49.2% 51.0% 24.8% 22.6% 20.3% 16.5% 

RPK 9,687,356 14,446,220 21,440,280 26,671,791 32,623,813 39,174,497 45,603,196 51,953,830 

Load factor 87.6% 87.6% 86.0% 85.8% 85.6% 85.5% 85.4% 85.3% 

Block hour 13.30 13.10 13.80 13.80 13.78 14.20 13.91 13.95 

Yield 4.03 3.75 3.75 3.84 3.89 3.93 3.97 4.01 

RASK 4.58 4.33 4.15 4.26 4.33 4.38 4.45 4.53 

CASK 4.12 3.89 3.68 3.73 3.75 3.76 3.81 3.87 

CASK-ex fuel  2.41 2.42 2.09 2.08 2.06 2.03 2.04 2.06 

RASK - CASK  0.45 0.44 0.47 0.53 0.58 0.63 0.64 0.66 

Ancillary revenue per 

passenger (USD) 
                 9.3                    9.5                  11.1                  12.1                  12.8                  13.5                  14.3                  15.0  

*Note: RASK, CASK, CASK-ex fuel unit is US cent 

APPENDIX 9: MULTIPLE VALUATION 

Company MarCap EV/EBITDAR  P/E  ROE ROA 
Allegiant Travel 2,179 6.4 12.3 53% 14% 
Cebu Air Inc 1,176 4.2 9.3 33% 11% 
AirAsia Bhd 2,527 5.5 6.4 37% 9% 
IndiGo  6,070 6.6 25.2 51% 12% 
SpiceJet  940 4.7 17.2 54% 19% 
Spirit Airlines 3,583 5.1 14.0 20% 9% 
Copa Holdings 4,928 8.0 17.5 18% 9% 
Shandong Airlines  5,491 5.2 11.2 15% 4% 
Air Arabia  4,760 9.8 12.1 9% 4% 
 Median 3,583 7.5 16.6 33% 9% 
Vietjet Aviation JSC 2,148 6.2 16.0 69% 14% 

 

EV/EBITDAR VALUATION 

EV/EBITDAR (1) 7.5 

EBITDAR (2) 375 

Debt 271 

Cash 117 

EV (2)*(1) 2,804 

Market Cap (USD mil) 2,650 

Shares 451,343,284 

Exchange rate 22,722 

Share Price 133,403 
 

*Note: Market capitalization (mUSD) as of September 26, 2017; Financial statistics are TTM 2ndQ2017  
Source: Bloomberg, Team estimates 

APPENDIX 10: VIETJET’S FLEET EXPANSION PLAN AND THE SUBLEASED MARKET 

Sublease Market 

Regarding the current active fleet of Low Cost Carriers in Asia, there are approximately 250 aircraft of A320 family, which are now 

operating under sublease contracts. Most of them are working in Indigo Airline, as 141 A320s are all subleased. The balance is up to the 

active A320s in the fleet of small-and-medium carriers such as Air Busan, Airblue, Flynas… As Vietjet did set subleasing relationship with 

Indigo before, we assume that Indigo could be a potential source to consume Vietjet’s aircraft the following years. 

Furthermore, according to Vietjet Air’s business profile, another suggested source of subleasing contracts is Pakistan Airline, Thai Vietjet, 

and Watar Airway. Talking about Pakistan Airline’s fleet profile, who are now leasing 4 wet lease from Vietjet, we notice that most of their 

A320s are also supported by subleased contracts, which shows its demands to find a subleasor if necessary. Besides, Watar Airway also 

subleased 7 aircraft from 2016 to 2017. 

Potential subleasees in area 

  
Indigo 

Air 
Busan 

Air 
Blue 

Pal 
Express Flynas 

Lucky 
Airline 

Pakistan 
Airlines 

Qatar 
Airline 

2014 3 3 1 2 5 1 3   

2015 9 4         8   

2016 34 7 5 5 3 4   4 

2017 14 4         4 3 
Source: Airfleets.net 

Fleet expansion assumption 

Vietjet is expected to grow its fleet at a speed of 20% annually in the period of 2016-2019. Together with taking in new aircraft, most of 

which are Airbus A321, Vietjet simultaneously releases its old aircraft each year with the average age of 8,5(based on history behavior). 

Pakistan Airline and ThaiVietjet are the main sources to consume these aircraft. This action not only can generate revenue to Vietjet 

through leasing but also reduce pressure of maintaining an average fleet age of 3,3 years olds in operation.  

According to our estimates, all of Vietjet’s old aircraft would be out of operation in 2019 which could result in a significant change in its 

fleet structure the following years. Besides, in the observation of Vietjet’s fleet profile, we see that Vietjet has a tendency of taking both 

advantages of old aircraft with lower rental rate in short term and efficiency of young fleet structure in long term. It could be explained 

that the business could sign many wet lease contracts with BH Air at seasonal time in year, which only lasts for a few months and does not 

affect much to the average age, together with trying to take new ones in long -term to ensure the best fleet structure. Following with the 



expected fleet, we suggest that there would be no problems in keeping low average fleet age, particularly, expected age of active aircraft at 

the end of 2019 would be 2,48, which promises a better capacity of lower operating cost in the future. In our opinion, the following fleet 

expansion is suitable for its expected growth. As one of the significant criteria to observe the capability of air fleet’s absorption is weighted 

utilization, we see that this rate would be about 13.7 in the following period, which shows no significant increase in comparison with 

current utilization at 13,3 hours per aircraft. 

From 2020 to 2022, we believe that the delivery plan would be overlapped if Vietjet could not find a suitable way to sublease old aircraft, 
Also, Vietjet would accept 24 Boeing aircraft, together with reducing pressure of older aircraft in sublease market. Based on our 
assumption, subleasing plan would be processed on each aircraft after 5 years since the first day of selling and leasing back. 

Source: Airfleets.net, VJC plan, Team estimate 

APPENDIX 11: HIGH AIRCRAFT UTILISATION AND SHORT TURNAROUND TIME  
IS A KEY WEAPON FOR VJC’S SUCCESS 

Time-saving in turnaround process to enhance aircraft utilization is of great important in the VJC success 
Aircraft utilization with short turnaround time, labor productivity and low unit maintenance cost enable VJC take over the peers in terms 
of CASK. 
For the aviation industry, turnaround time is one of the key driver for the low cost, contributing to the company success. Only does the 
airline operate flights in the air that it makes revenue. Hence, the shorter turnaround time is, the higher profit the company could earn as 
well as the lower cost it will be incurred on the ground. Thus, short turnaround time enhance aircraft utilization. A recent analysis 
by AirInsight of two million flights suggests that there is a strong correlation between reduced aircraft ground handling times and 
increased profits. To be more specific, for every minute the company could save for on-ground activities, the operating margin will 
increase by 0.43%.  
This is more importance for airlines operating under LCC business model. Low ground handling time is a crucial factor for them to 
differentiate from the full-service carriers. The quick turnaround time is also one of the main advantage of VJC to achieve unprecedented 
growth. With the turnaround time for 27 minutes and 32 minutes for A320s and A321s respectively, VJC has been effectively managing its 
turn-times and CASK. 
Ground handling in turnaround time process: 
+ Low in-flight consumption results in shorter time for cleaning. 
+ Disembarkation and embarkation: Passengers are boarded by stairs, so that the company can cut time and costs by not using the 
airbridge. Moreover, using 2 doors is a speed up the boarding time. Customer services is also provided with self-checkin using kiosk and 
online check-in. 

Boarding speed 1 door 2 doors 

Boarding (pax/min) 12 18 

Deboarding (pax/min) 20 30 

Source: Airbus S.A.S for A320 
+ Onboard catering supplies: Faster preparation for in-flight merchandise compared to traditional carrier. 
+ Engine checked and refueling: Time spent for maintenance is also lower thanks to the active homogenous young fleet type. Refueling 
requires shorter time with light narrow-body fleet of A320s and A321s. 
+ Faster time to load and unload baggage and cargo contributes to a small amount. 
Achieving the evil of speed and efficiency is wholly thanks to the quality and skill of the operations team. High labor productivity thanks to 
strong collaboration between employees enhance the smooth operation process, especially in the ground handling to lower the 
turnaround time. 
It is remarkable that for short stage lengths, the utilization is more sensible to changes in turnaround times. For this reason, shorter 
turnaround times are especially important and the company is currently expanding its average flight length. 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

 2013 2014 2015 2016 2017E 2018F 2019F 2020F 2021F 2022F 

Year End Fleet 10 20 30 42 52 66 78 89 110 131 

Net added  10 10 12 10 12 12 21 21 21 
Purchased    1 - 1 - - - - 

SLB  2 9 11 14 18 19 24 31 31 
New Added  11 11 18 17 19 19 24 31 31 

Retire  1 1 6 7 5 7 13 10 10 

Two stairs: 
Faster 

passengers 

embarkation 

Shorter time: Hand 

luggage carried out, 
cargo and some 

luggage left 

Young fleet - Low fuel burn, 
fast refuel and engine-

Low in-flight 
consumption, 

faster cleaning 

Faster thanks to 
kiosk and online 

VJC’s turnaround 
time 



APPENDIX 12: PORTER’S FIVE FORCES ANALYSIS 

 
 
 
 
 
 
 
 
 

THREAT OF NEW ENTRANTS - LOW 
The threat is low since the industry has very high barrier to entry. The airline industry is known as capital intensive which requires a large 
initial investment outlay in terms of equipment and technology to operate. The wages paid for employees (pilots, flight attendants, 
technician…) are also high. There is also insufficient number of pilots. According to CAA, the airlines' fleet development plan indicates that 
the country needs about 2,680 commercial pilots by 2020, indicating the balance is about 1,320.   
Besides, the industry is heavily regulated, especially for foreign entities. In particular, initial chartered capital requirement to form an 
airline is a substantial sum of VND700bn.  A specific case is Bamboo Airways when this company application file is not yet approved since 
it needs a $700 billion blockade from a credit institution, which is a prerequisite that cannot be pre-empted in the appraisal process to 
ensure the financial capacity of the applicant. The third hindrance is the underdevelopment of infrastructure of airline industry. According 
to ACV, in 2016, Tan Son Nhat international airport in 2016 has approximately 32 million passengers cleared (over 28% of planned 
capacity of 2020), 40,000 vehicles passing through the port putting tremendous pressure on internal infrastructure and surrounding 
routes. The lack of capacity in the airport makes the government reluctant to approve the establishment application of new entrants and 
hence causes the delay in entering the industry. 
Therefore, we assess this as a LOW threat to the company. 

CUSTOMER BARGAINING POWER – MODERATE 
Because of the product characteristics, air travel is considered as an intermediate product for the customers to reach final destination. 
There is little differentiation within a product. Customers who are on the business trips or family holiday have higher tendency to travel 
by plane. 
Domestic routes 
• For holiday travel planned ahead, customers can easily compare the relative price between airlines with the same routes and 

departure date. Nevertheless, customer price sensitivity is fairly low because there are not many LCC players but Vietjet Air who offers 
airfare at a relative low price as well as high frequency of flights in order to fulfill customer’s criteria. 
• For professional business trip, on the other hand, customers may place the flight punctuality as the most important criteria. Although 

the flight delays and cancellations have been reported to occur frequently in the second quarter of 2017, Vietjet still successfully 
maintains the flight punctuality rate around 85.6% and aims to achieve 90% at the end of 2017. 

International routes 
• In terms of medium and long-haul flights, passengers will not prefer to sit completely in a tight seat without any services, such as in-

flight entertainment, attentive care, well-served meals and free beverages. This demand could be a disadvantage for low cost airline 
Vietjet while full-service airfare is all inclusive. Moreover, taking advantage of oligopoly in the airline market, well-known foreign 
competitors begin to penetrate. They currently offer international routes from Ho Chi Minh City or Hanoi to foreign destination. Therefore, 
customers can have various choices whether to choose Vietjet or other full-service airline, which is up to their preferences and buying 
experience.  
Moving forward, combining these factors, we assess this force as a MODERATE threat to the company. 

SUPPLIER BARGAINING POWER - HIGH 
The majority of airlines depend largely on the supply of those inputs: 
a) Fuel supply 
• Petrolimex and Skypec are sole suppliers to all of the airline business at internal terminal, such as Tan Son Nhat, Cam Ranh, Da Nang, 
Noi Bai, Cat Bi. Therefore, they are also the main suppliers of Vietjet. Besides, other foreign suppliers are Chevron, World Fuel, etc. Among 
all, Petrolimex Aviation is considered to have been the biggest supplier and a long-standing relationship with Vietjet since 2013. 
• To minimize the dependence on sole suppliers, and optimize the benefit of innovative cost saving technology, Vietjet has signed 
contract with Safran (2017) to be supplied with new source of energy. 
b) Aircraft manufacturers 
• Vietjet has established business relationship with Airbus since 2013, together with aircraft supplying contracts, they have also signed 
maintenance training contracts, which helps enhance their relationships during years. Recently, Vietjet has also signed contracts with new 
partner, the Boeing, which will diverse the supplier list. Setting up contract with new supplier helps VJC obtain a more favorable contract 
at a competitive price, supporting their SLB activities in the future. 
d) Terminal and ground handling services 
• In Vietnamese airline industry, there have not been any airline businesses occupying their own terminals, so that, the dependence 
between their business and ground service ACV, SAGS is considered huge. To address this problem, VJC has expressed its ambitious to 
build its own terminal space and contribute capital to upgrade airport since 2014, which includes expansion projects of Tan Son Nhat, Noi 
Bai, and Chu Lai.  
e) Engine suppliers 
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• VJC has signed many engine supplying contracts during years. One of the criteria for them to choose suppliers is to find the most 
economic resources, which apply modern technique to reduce cost. Moreover, accompanying with these contracts, there are usually 
suppliers’ agreement of providing maintenance and technical training. 
• To name a few examples, in 2014, CFM International contract, which demands supplying of CFM 56-5B. The contract also stated 
the application of PIP, efficient course to save 0,5 percent in fuel consuming). In 2016, SRTT techniques contract. In 2017, Honeywell 
contract to be supplied with supporting engine, APU. 

Assessing the high dependence to various supplier, we believe that this is a HIGH threat to the company. 

THREAT OF SUBSTITUTES – MODERATE THREAT 
Train, Bus, Inland waterway/Maritime also offer passenger transportation services as direct substitutes. 
Services like videoconferencing can also be considered indirect substitutes as meetings via webcast might replace most business travel. 
However, managers may prefer full-service airlines therefore such indirect substitutes are not likely to have much effects on LCC like 
Vietjet Air. And the inconvenience of videoconferencing such as poor network connection and the lack of interpersonal interactions make 
air traveling for face-to-face meetings preferable. 
For the airline industry, consumers’ switching costs are relative low as there are other choices regarding means of transportation. For 
example, they can choose to travel from Ho Chi Minh City to Da Nang by train or bus with relatively lower fares. However, traveling by air 
is still the fastest and most efficient way for passengers to save time especially for those who travel a long way. People travel shorter 
routes may prefer train or buses for lower fares, but for passengers traveling abroad, air travel could hardly be substituted by other means 
of transport due to terrain difficulties. In general, the proportion of passenger journey number traveling by air is increasing over years 
from 1995 to 2016, indicating the potentials of this industry in the future. Moreover, the delay in the North-South express railway project 
makes it unlikely to become substitute for air transport in the near future. 

INTENSITY OF RIVALRY FOR DOMESTIC MARKET – SIGNIFICANT THREAT 
 Vietnam airlines market shares 2011 – 1H2016 | Source: VJC 
Vietnam airlines industry has 3 major players occupying the whole market. However, the third largest player – Jetstar Pacific is controlled 
by Vietnam Airlines, so that Vietnam aviation market is the battle between Vietnam Airlines – a state-owned Airline and Vietjet – the first 
private Airline. There are only 2 players for an approximately 90-million-people market, low level of air-travel per capita with a robust 
growth in last 2 decades promising a huge benefit for all airlines in Vietnam. Vietnam Airlines and Vietjet have the same size in term of 
market capitalization and domestic market share, with USD2 billion and approximately 40% respectively. Two players are similar in size 
and market share leading to highly competitive pressure in this market. Since the time Vietjet joined the market, market Share of VNA 
dramatically decreased by a half, from nearly 80% to 40%. The reason for this decrease are (1) Core services of Vietjet Air and Vietnam 
Airlines are indifferent and hard-to-differentiate; (2) Switching cost of customers is almost zero, clients can choose Vietjet instead of VNA 
at no cost because services are indifferent.  
Therefore, we assess this as a SIGNIFICANT threat to the company 
 

APPENDIX 13: SWOT ANALYSIS 
S – STRENGTH 
 One of the most recognized airlines in Vietnam with the largest market share  
 Strong brand recognition with a reputation for affordability, service quality and safety 
 Competitive fares 
 Low selling and marketing costs focusing on effective and low-cost platforms 
 Modern, young and fuel efficient aircraft 
 Short turnaround times and high block hours per day to optimize overall aircraft utilization 
 Existing coverage of wide route network 
 Vietnam is well positioned geographically - the strategic hub of South East Asia 
 High multi-tasking labor productivity 
 Offer differentiated in-flight merchandise contributing to raise ancillary revenue 
 Experienced and skilled management with a proven track record 
 Expansion of fleet enabling economies of scale by reducing fixed costs per aircraft 

W – WEAKNESS 
 Highly subject to the fluctuation of fuel prices and exchange rate 
 Weak brand and distribution in international markets as relies on the expensive global distribution system  
 Relies on third parties for its facilities and services 
 Lack of affiliations with local partners in Asia to improve their network in the international market 
 Simple online reservation system limits the company’s ability to maximize tickets revenue 
 Possibly high average rental rates over the long term and bear additional costs when returning the aircraft 
 Higher fuel costs as fleet getting older 

O – OPPORTUNITY 
 Vietnam is one of the fastest growing airline markets in the region and in the world with young, and increasingly urban and middle-

income population 
 Vietnam’s long and thin topography stimulating air transport and high investment cost of other means of transport like railway 
 Low market share of other domestic and international LCC in Vietnam implying potential growth 
 Increase in Vietnam inbound and outbound tourism  
 Government support to improve infrastructure 
 New underserved international markets like India, Japan to operate 
 Strong government incentives and support creating high barriers to entry 
T – THREAT 
 New entrants to the domestic industry raising competition 
 Rising fuel prices may wipe out competitiveness in setting fares 
 Increase in labor costs due to pilot shortage 



 Decrease in business and leisure travel followed by a global economic downturn  
 Terrorism and political instability in the region 
 Government attempt to construct express railway 
 Technology advances facilitate teleconferencing, reduce demand for business travel by air 
 Airport congestion may hamper the company growth given their fleet expansion plan 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

APPENDIX 14: COMPETITORS ASSESSMENT 

Airlines Country 
Beginning of 

operation 
Business 

Model 
Main Markets 

Vietjet Air Vietnam 2011 LCC Vietnam, Thailand, Singapore, Taiwan 

Vietnam Airlines Vietnam 1956 FSC Vietnam, Thailand, Singapore, Cambodia, Japan, Hong Kong, Korea 

Jetstar Pacific 
Airlines  

Vietnam 1991 LCC Vietnam, Thailand, Singapore 

AirAsia Malaysia 1996 LCC Malaysia, Indonesia, China, Thailand, Hong Kong Vietnam 

Thai AirAsia Thailand 2003 LCC Thailand, Singapore, Malaysia, Hong Kong, Vietnam, Cambodia, 
China 

Scoot Singapore 2012 LCC Malaysia, Taiwan, Thailand, Hong Kong, Vietnam, Indonesia, 
Philippines 

Cebu Pacific Air Philippines 1996 LCC Singapore, Hong Kong 

Jetstar Asia 

Airways 

Singapore 2004 LCC Malaysia, Thailand, Vietnam, Indonesia, Philippines, Taiwan, 

Myanmar,  

Vanilla Air Japan 2013 LCC Japan, Taiwan, Vietnam 

Source: ICAO, flightconnections.com, Team Analysis 
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Airlines Fleet CASK ex-fuel 2016 (US cents) Fuel per ASK Load Factor Yield 

Vietjet Air 38 2.38 1.45 89% 3.30 

Vietnam Airlines 87 5.45 1.81 81% 5.20 

Jetstar Pacific Airlines  17 - - - - 

AirAsia 80 2.40 0.95 87% 3.06 

Thai AirAsia 54 2.86 1.59 84% - 

Scoot 38 3.90 1.08 84% 4.05 

Cebu Pacific Air 62 2.70 1.28 86% 4.63 

Jetstar Asia Airways 18 - - 81% - 

Vanilla Air 13 - - 86% - 

Source: Bloomberg, Airfleets.com, VJC, Team Calculation 
 

APPENDIX 15: ANCILLARY REVENUE AND VJC’S STRATEGY 

 
Source: IdeasCompany 

 

Source: Team estimates        Source: Team estimates 
 

 
 

APPENDIX 16: CORPORATE GOVERNANCE 
Composition and Structure of Level 1- OECD 
Level 1 comprises descriptors or items that are, in essence, indicative of (i) the laws, rules, regulation; and (ii) basic expectations of the 
OECD principles. For each principle, we assess as follows:   
- Observed (O) means that all essential criteria are met without significant deficiencies. (Equivalent to 2 marks)    
- Largely observed (LO) means only minor shortcomings are observed, which do not raise questions about the authorities’ ability and 
intent to achieve full observance in the short term. (Equivalent to 1.5 marks)    
- Partially observed (PO) means that while the legal and regulatory framework complies with the Principle, practices and enforcement 
diverge.  (Equivalent to 1 marks)  
- Materially not observed (MO) means that, despite progress, shortcomings are sufficient to raise doubts about the authorities’ ability to 
achieve observance. (Equivalent to 0.5 marks)    
- Not observed (NO) means no substantive progress toward observance has been achieved. (Equivalent to 0 marks)  
 

Criteria Weight (%) 

The rights of shareholders 15 
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Equitable treatment of shareholders 20 

Role of stakeholders in corporate governance 5 

Disclosure and transparency 30 

The responsibilities of the board 30 

 

 

O LO PO MO NO Comment for VN PLCs in 
2008 (X) 

Comment for VJC 
2 1.5 1 0.5 0 

The Rights of Shareholders and Key Ownership Functions 
(Score: 6.5/14 => 6.96%/Total CG Score) 

IA Basic shareholder rights 
  

X, Y 
  

Basic rights in place - Basic rights in place, follow the law 

IB 
Rights to participate in 
fundamental decisions   

X, Y 
  

Fundamental decisions 
made with 65% 
majority 

- Fundamental decisions of the company made with 65% majority (both 
present in person or by proxy) 
- Shareholder with at least 10% company shares in 6 month holding period 
has extended rights to elect Board, conduct urgent GM as the law required 

IC Shareholders GMS rights 
 

Y X 
  

Advance notice period 
of 7 days 

- Advance notice period of 10 days directly to shareholders or available on the 
SSC or company website 
- Shareholders can vote from afar (Article 13 VJC' Charter) 

ID 
Disproportionate control 
disclosure   

X, Y 
  

Ownership disclosure 
required 

- Ownership disclosure required 

IE 
Control arrangements allowed 
to function    

X, Y 
 

Mandatory tender offer 
rule at 25% 

- No specific requirement stated 

IF 
Exercise of ownership rights 
facilitated    

X, Y 
 

No requirements in 
place 

- No requirements in place 

IG 
Shareholders allowed to 
consult each other   

X, Y 
  

No legal obstacles to 
consultation 

- State the rights of shareholders, no legal obstacles to consultation 

The Equitable Treatment of Shareholders 
(Score: 4/6 => 13.33%/Total CG Score) 

IIA 
All shareholders should be 
treated equally 

  
 

Y X   
Limited protection of 
minority shareholders, 
limited redress 

- Article 1 section 4 VJC' CG, article 5 VJC's CG 
- Protect the minority interest and facilitate the redress procedure if any 
- Provide live broadcast and simultaneous interpretation for foreign 
shareholders in GMS 

IIB Prohibit insider trading   Y 
 

X   
Weak insider trading 
rules, no enforcement 

- Follow the 121 Circular 
- Announce a specific provision (Article 25 VJC' CG) 

IIC 
Board/managers disclose 
interests 

  Y 
 

X   
Prevalent related-party 
transactions 

- Article 24 VJC' CG, Article 43 VJC's Charter 
- Board, supervisor committee, managers have to disclose interest in 
compliance with the Law 
- If there is any interest or changes in interest arises, have to inform within 7 
working day 

 

The Role of Stakeholders in Corporate Governance 
(Score: 7/12 => 2.9%/Total CG Score) 

IIIA 
Legal rights of stakeholders 
respected  

Y X 
 

  
Limited awareness of 
corporate social 
responsibility 

- Article 26 VJC's CG, Article 44 VJC's Charter 
- VJC highly aware the importance of CSR, announced in the Annual Report 
- Continuously find strategy to commit environmental sustainability 

IIIB Stakeholder redress   
 

X, 
Y  

  
Access by stakeholders 
to legal process 

- Article 2 section 4 VJC' CG, Article 42 VJC' Charter 

IIIC 
Performance-enhancing 
mechanisms 

Y 
 

X 
 

  
Practice becoming more 
common 

- Clause 51 VJC's Charter 
- ESOP: VJ plans to issue 7,150,000 ordinary shares to key employees and 
executives 
- Focus on Human Capital and Employee Compensation & Benefits: Establish 
ATO, VJ Aviation Academy provides intensive training courses; Connecting 
other employee with the same mission: fulfill customer demand and deliver 
the best services 
- Vietjet is named as Asia’s Best Employer Brand in 2017 (EBI), to honor the 
efforts and achievements in human resources. 

IIID Stakeholder disclosure   
 

Y X   
Limited access by 
stakeholders, low 
compliance 

- In compliance with the law 

IIIE Whistleblower protection   
 

Y X   
Limited whistleblower 
protection 

- Supervisor Committee and Conflict of Interest governance 

IIIF 
Creditor rights law and 
enforcement 

  
  

X, 
Y 

  
Weak legal rights, 
creditors rarely use their 
rights 

- No specific povisions for the legal rights of creditors 
- Insolent Trading Law 

 

Disclosure and Transparency 
(Score: 9/12 => 22.5%/Total CG Score) 



 
Level 1 VJC Score: 70.69%, classified as “Good” 

Average Score Evaluation 

Below 50% Needs improvement 

Between 50% and 64% Fair 

Between 60% and 74% Good 

75% and above Excellent 

CG is Good because successfully employ those practices based on: 
- Ensure proper and effective management structure 
- Ensure the interests of shareholders and related entities 
- Ensure fair and impartial treatment between shareholders 
- Ensure the role of party with related interest 
- Ensure transparency disclose of all activities of the company 
- Ensure that the Board and Supervisor Committee effectively control and manage the company 
 

IVA Disclosure standards 
 

Y 
 

X   
Weak disclosure 
requirements and 
enforcement 

- Article 57 VJC's Charter 
   Document of Regulation on Information Disclosure 
   Follow Clause 8, 11 Circular 155 
- Within 10 days before the GMS, public the Company operations and Financial 
Statement on the mass media, SSC, Company websites 
- The financial information has to be in compliance with the disclosure standards of the 
SSC, the Stock Exchange and other current law 

IVB 
Standards of accounting and 
audit 

  Y X 
 

  
Improving and 
accounting standards 
and compliance 

- Full complied with the current accounting standards and accounting regime (the 
Circular 200) for Vietnamese enterprises. 
- Article 59 VJC's Charter states the regulation to choose external auditors and their 
responsibilities 
- Committing to international standards, with audit conforming to VAS and aim to IFRS. 

IVC Independent audit annually   Y X 
 

  VSA compatible to ISA 
- VSA compatible ISA 
- The annual consolidated financial statements have been audited by KPMG Limited, 
Vietnam in accordance with International Standards on Auditing 

IVD 
External auditors should be 
accountable 

  Y 
 

X   
Limited 
accountability, no 
lawsuits 

- KPMG Limited was chosen as an external auditor for the financial statement, which is 
a well-known independent auditor with high accountability 

IVE 
Fair and timely 
dissemination  

Y X 
 

  
Few information 
channels available 

- Besides the direct communication and dialogue channel, VJC issued full update on the 
website for investors relation: www.ir.vietjetair.com. 
- Launched an IR department to respond to any questions of shareholders right upon 
listing on HOSE.  
- VJ also set up a central switchboard system (19001886) to take care of investors 24/7 

IVF 
Research conflicts of 
interests 

  Y 
 

X   No specific provisions 
- Article 24 VJC's CG, Article 29 VJC's CG 
- State the rights and responsibility of the Board, Supervisor Committee, CEO and other 
entity to minimize opportunistic behavior 

The Responsibilities of the Board 
(Score: 10/12 => 25%/Total CG Score) 

VA Act with due dilligence, care Y 
 

X 
 

  
Fiduciary duties 
provided in law 

- Article 2 and article 14 VJC's CG and Article 28 VJC's Charter 
- Act on the shareholders' best interest 
- Perform fundamental role in compliance with VJC' CG and Charter: 
+ Supervise company strategy and operation 
+ Hold ASM, supervise Voting Counting Committee 
+ Pay dividend (announce dividend, record, notify 15 days prior to the dividend 
payment) 
+ Actively control the information disclosure to be updated on Company website 

VB Treat all shareholders fairly 
 

Y 
 

X   Weak compliance 
- In compliance with the Law and Code, stated in the Company Charter 
- The Board choose transparency and provide clear information, address questions for 
shareholder in the GMS 

VC 
Apply high ethical 
standards  

Y 
 

X   
Code of ethics not 
common 

- Review code of ethics every year based on the regulation and corporate governance 
- Corporate Governance training for the Board and key executives has been recognized 
by SSC 

VD Fulfill certain key functions Y 
  

X   
Directors' training in 
early stage 

- Honored as "The IPO Deal of the Year 2017" 
- Board are members of Committee and Councils. (Article 34) The Company has the 
following Committees: 
(A) Aviation Safety Committee; (B) Aviation Security Committee; (C) Organization and 
Personnel Committee; (D) Emergency Executive Committee; (E) Insurance Committee; 
(F) Risk Management Committee. 

VE Exercise objective judgment 
 

Y 
 

X   
Directors' 
independence a new 
concept 

- Article 11 VJC's CG follows the requirements of the latest Circular (1/3 independent 
members) 
- 3 out of 6 BOD are non-executive members confirm the Director's Independence 
- Clause 17 VJC's CG clearly requirement for stating the Board 
compensations/commission 

VF 
Provide access to 
information  

Y X 
 

  
Legal access available 
to board members 

- Article 12 VJC's CG 
- Legal access in compliance with law 



 
 

Achievement Issue for improvement 

Internal governance structures of a listed company 

- Follow the Law of Enterprises and Circular 121 
- Company training for the directors and Board members about the corporate 
governance 

- Board needs increasing the independence 
- Improving enforcement of regulatory compliance 
- Companies lack board member appointment criteria and a clear 
diversity policy.  

Shareholders' and Stakeholders' Rights 

- Establish the IR department upon the IPO, set up a central system to take care of 
shareholders 
- Disclose training development, stakeholders' rights and CRS. 
- Encourage participation of foreign shareholders 
- There is policy for conducting of related party transactions.  

- Article in CG for the whistle-blower policy.  
- Article for protecting minority shareholders' interests 
- Article for creditors' rights protection 
- Explanation of dividend policy is unavailable 
- Whistle-blower mechanism needs improving. 

Conflict of interest and related party transaction 

- Equitable treatment of shareholders 
- Ensure that all the related party transactions are recorded and disclosed 

- Quite lack of article to fully protect the minority shareholders' 
interest 
- Reinforce the ownership structure or strategy to align interest, 
prevent principal-agent problem 

Information disclosure and transparency 

- Separate Aritcle in CG about Report and Information Disclosure 
- Companies has IR Department, reveals the identity of major 
shareholders/Board/Key Executives, discloses financial performance indicators 
- GMS minutes are available, confirm the detailed attendance of board members 
and key executives.  
- Websites have up-to-date information about the operations, financial statements, 
allow the public to download 
- Select independent auditor 
- Profile and qualifications of supervisory committee members are disclosed. 
- Update information in English, from the Financial Statement, Company news to 
stimultaneous interpretation in AGM 

- Limited information on audit and nonaudit fees 
- Better timely information on the IR page 
- Limited disclosure of quarterly reports in English for foreign 
shareholders 
  
  
  
  

Company Management Regulations 

- Boards approve vision and mission, then adjust in accordance with the CG 
- Board and Supervisory Committee function is clearly assigned and stated in 
Charter 
- Board responsibilities and board decisions are clearly defined.  
- Board members’ meeting attendances recorded 100% in AGM 

- Remuneration matters for board members and key executives 
need more detailed disclosure.  
- Directors need review material control and risk management 
systems 
- Disclosure of code of conduct or code of ethics needs to be clearly 
disclosed 

 

 

 

 

 

 
 
 

APPENDIX 17: VJC’S OUTSTANDING ACCOLADES 
 

2012 Best airline for its friendly services and promotions in Vietnam, by Vietnam Economic Times. 

2012 Dynamic tourist air carrier in Vietnam 2012, by Vietnam National Administration of Tourism 

2013 World record for “The most cultural and entertainment activities on flight”, by Asian Guinness Organization. 

2013 International Star Award for Quality, by the Business Initiative Directions. 

2014 Voted one of Asia’s “Best Budget Airlines” by Smart Travel Asia. 

2014 Top 10 outstanding brand by the International Intellectual Property Institute, Vietnam. 

2015 Golden Award PATA 2015 for marketing campaign “With Vietjet, Saigon is closer”, by the Pacific Asia Travel Association. 

2015 “Best Asian Low Cost Carrier 2015” by TTG Travel Awards 2015. 

2016 “Best Employer Brand” by Employer Branding Institute. 

2016 “Top 500 Asia Brands” by Nielson (placed at 490th, which was the highest ranking awarded to a Vietnamese company). 

2017 Top 50 Vietnamese listed companies in 2017 at a Business Forum held in Ho Chi Minh city 

2017 Full IATA Membership after having granted the IOSA certificate in 2015 



APPENDIX 18: VJC’S MANAGEMENT PROFILE 

Name Position 
Highest Educational 

Qualifications 
Experience 

Nguyen Thanh Ha Chairwoman Master of Economics - National 

Economic University 

2007 until now: Chairwoman of Vietjet Air, 1999-2005: Deputy Head of Civil Aviation 

Administration of Vietnam (CAAV), 1995-1998: Head of Planning & Investment 

department at Vietnam Airlines. 

Nguyen Thanh Hung Vice Chairman PhD in Automatic and 

Cybernetrics - Russian Academy 

of Science 

2006 until now: Vice Chairman of Vietjet Air, Founder of Sovico, Chairman of Furama 

Resort & Residence Da Nang, and a director of Phulong Real Estate, 2006 until now: 

member of APEC Business Advisory Council 

Nguyen Thi Phuong Thao Vice Chairwoman 

and CEO 

PhD in Economic Cybernetics 

from Mendeleeve Institute in 

Russia 

2016 until now: one of the founders of Sunny Sunflower Investment Company, 2007 until 

now: Vice Chairwoman, CEO of Vietjet Air; one of the founders and a chairwoman of 

Sovico. From 2003 until now: Vice Chairwoman of HD Bank 

Luu Duc Khanh Director MBA from New England 

University in Australia  

More than 20 years of experience in the finance/banking sector, HSBC Vietnam, Vice 

President at Techcombank and CEO at ABBANK, Vice Chairman of HD Bank and Chairman 

of Vietnam Securities Investment Fund 

Chu Viet Cuong Director MBA from Massachusetts 

Institute of Technology in the US.  

2009 unitl now: COO of Sovico Holding and a director of HD Bank, 2008-2009: Director in 

both Prudential Assurance Ltd and BNP Paribas-Pervoir JV, Director E-Banking & Retail 

Banking of ANZ.  

Dinh Viet Phuong Vice President of 

Business 

Development 

 PhD in transportation from 

Moscow State Academy of Water 

Transport 

More than 20 years of management experience in senior positions including Deputy 

General Director of Sovico, member of the board of directors of Vietnam Motors Industry 

Corporation – the Ministry of Transport  

Luong The Phuc Director Bachelor of Business 

Administration, training courses - 

INSEADBusiness School 

More than 30 years of experience in the air force and airlines in Vietnam. 2011 until now: 

Director and member of the Board of Vietjet Air, 1996-2005: Vice Chairman at Jetstar 

Pacific Airlines, 1993-2009: Deputy Director at Vietnam Airlines 

Nguyen Duc Tam Vice President Aviation Engineer degree from 

Harbin Military Engineering 

Institute (China) 

More than 47 years of experience in the aviation industry, 1993-1996: Head of 

Information Technology department at CAAV, 1990-1993, 1996-2004: Vice President at 

Vietnam Airlines, 1981-1988: Working in technical services at Vietnam Air Force. 

Nguyen Thi Thuy Binh Vice President and 

Director of 

Commercial & 

Customer Services 

Master of Business 

Administration from National 

Economic Univesity and Bruxelles 

Univeristy 

2015 until now: President at ThaiVietjet, 2011-2013: Vice Head of Business Development 

at Goldsun Focus Media, 2009-2013: Aviation consulting expert at Sovico Holdings, 2007-

2009: Vice Head of Commerce at Jetstar Pacific Airlines 

To Viet Thang  Vice President of 

Safety Security & 

Assurance 

Department 

Aviation Engineer degree-

Technical University of the Czech 

Republic, IATA, Lufthansa and 

AQS 

2009-2014: Vice President of Safety Security Quality and Assurance Department at 

Vietnam Airlines, More than 13 years working as a Vice President, Vice Head of Quality 

and Safety Assurance at Vietnam Airlines 

Nguyen Duc Thinh  Vice President of 

Technical 

Department   

Master of Busness Administration 

and IATA certification related to 

Techinical Aviation 

1993-2014: Vice President of Technical Department at Vietnam Airlines, 1989-1993: 

Technical Expert, Maintenance Engineer at Vietnam Airlines, 1985-1988: Maintenance 

Engineer at Airforce Vietnam 

Tran Hoai Nam Vice President of 

Finance  

Master from Asian Institute of 

Technology (Thailand) 

2012 until now: Vice President at HD Bank, 2007-2012: President at VIB Bank, 1996-

2007: Working at CitiBank 

 
  



APPENDIX 19: CUSTOMER’S BEHAVIOUR SURVEY RESPONSE 
 

As part of our competitive analysis, we developed this survey to obtain first hand insights from 
consumers, their perception about airlines, especially VJC to better understand the positioning 
among consumers and the drivers behind their decisions. Here are the most important insights 
extracted of the survey: 
 
 

 
 
 

 

85.33% of respondents who have flew 
with Vietjet will choose Vietjet again.  

57.5% of respondents who flied with 
Vietjet buy excess baggage of Vietjet.  
 

The passengers tend to buy in-flight 
merchandise in medium-haul and 
international flights 

41.9 

36.5 

S a m p l e  of survey: 388 respondents  
A g e  range: 1 8 - 6 5  
Aver age i ncome: 79 .3 % re spond e nts with <8  mi l  VND/month  
Geogr aphi c  Location: 73.9% from HCMC, others from Ben Tre, Binh Dinh, Da Nang, Ha Noi, Hue, Phu Yen 

O T H E R  D I S C O U N T  

R E A S O N A B L E  A I R F A R E  

A P P R O P R I A T E  F L I G H T  S C H E D U L E  

P U NC T U AL I T Y  

F U L L  S E R V I C E S  

L O Y A L T Y  F R I E N D L Y  A T T E N D A N T S  

S U I T A B L E  S C H E D U L E  

O P T I O N  T O  B U Y  M O R E  P A C K A G E  

D I V E R S I F I E D  D E S T I N A T I O N S  

A F F O R D A B L E  A I R F A R E  

Top benefit flying with VJC: 

41.9% choosing Vietjet when traveling  

36.5% to visit family and relatives 

18.9% for business trip 

The most important factors consumers 

take into consideration when purchasing a 

ticket are: 

100% of respondents who used to 
travel by air have traveled with Vietjet  

65.8% purchasing ticket via Vietjet’s 
website 
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