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VietJet’s Impending IPO Underscores 
Company’s Success, but Regional 
Consolidation Probably Necessary 

Disclaimer: The following information and analysis is 

provided for informational purposes only and is not intended 

to be used as the basis for an investment decision.  We do 

not warrant the accuracy, completeness, or timeliness of the 

following information or analysis, to include the accuracy of 

underlying assumptions, valuation approaches, or the 

achievement of any results.  The inclusion of links to other 

websites does not indicate a recommendation of any 

company or service, and we are not responsible for the 

content of those websites.  As of 10 February 2017, we do 

not hold positions in any companies discussed in this 

analysis. 

VietJet’s impending initial public offering 
(IPO) highlights the airline’s quick success in 
Vietnam—it began service in late 2011—but 
the saturation of low-cost airlines throughout 
Southeast Asia will challenge the company’s 
continued growth, suggesting VietJet and 
other carriers eventually will need to 
consolidate to remain profitable.  At the end 
of 2016, there were 21 low cost carriers 
(LCCs) in Southeast Asia, operating 623 
aircraft, according to the Centre for Aviation. 

• On 7 February, the Ho Chi Minh City Stock 
Exchange (HOSE) approved VietJet’s IPO 
proposal to list 300 million shares, which 
could begin trading later this month, 
according to Deal Street Asia.  People 
close to the deal estimate the IPO will 
value Vietnam’s only private airline at 
approximately USD 1.2 billion, or around 
USD 4 per share, according to Reuters.  
 

• Reuters in May reported that VietJet 
operated 36 aircraft, and it has pending 
orders with Boeing and Airbus that are 
expected to bring the company’s total 
fleet to more than 200. The airline 
primarily has served Vietnam’s domestic 
market, but its growth plans extend 

throughout the region, according to 
Reuters, and probably beyond. 

VietJet’s IPO and growth plans come at a time 
of rapid expansion in LCCs throughout 
Southeast Asia.  VietJet’s ambitious 
expansion most closely mirrors that of Air 
Asia and Lion Air, two of the region’s largest 
LCCs. 

• Airline seat capacity in Southeast Asia has 
increased more than 300% since about 
2004, with 75% of this increase coming 
from LLCs, according to Airline Leader. 
 

• Air Asia began service in 2001 and 
operates more than 175 aircraft, serving 
destinations throughout Asia, Oceania, 
the Middle East, and, soon, probably the 
United States.  Lion Air commenced 
service in 2000 and operates more than 
112 aircraft, mostly in Southeast Asia, and 
as of mid-2015 it had orders for almost 
800 additional aircraft, according to The 
Jakarta Post. 

VietJet’s success and upcoming IPO is another 
indicator of Vietnam’s improving economy 
and investment climate.  According to 
Bloomberg, Hanoi is targeting GDP growth of 
7% through 2020, and it continues to divest 
its stake in various state owned enterprises 
to encourage private ownership. 

• Analysts expect the VN Index to reach 745 
by year end, a gain of about 12%.  Since 
2012, the VN has increased 89%, which is 
the third largest gain during this period 
for an Asian index, according to 
Bloomberg. 

LLCs in Southeast Asia probably will 
experience depressed margins and 
profitability over time, and they almost 
certainly will need to consolidate in order to 

https://centreforaviation.com/analysis/southeast-asia-lcc-fleet-expansion-to-reaccelerate-in-2017-after-rare-single-digit-growth-in-2016-322733
http://www.dealstreetasia.com/stories/low-cost-airline-vietjet-gets-nod-to-list-300m-shares-64458/
http://www.reuters.com/article/vietjet-ipo-idUSL4N1E92NE
http://www.reuters.com/article/us-vietjet-boeing-idUSKCN0YE0C1
http://www.airbus.com/presscentre/pressreleases/press-release-detail/detail/vietjet-to-expand-its-airbus-fleet-with-new-order-for-20-a321s/
http://www.airbus.com/presscentre/pressreleases/press-release-detail/detail/vietjet-to-expand-its-airbus-fleet-with-new-order-for-20-a321s/
http://www.reuters.com/article/us-vietjet-strategy-idUSKBN14X1YA
http://www.reuters.com/article/us-vietjet-strategy-idUSKBN14X1YA
http://www.airlineleader.com/categories/regions/southeast-asia-outlook-lower-growth-and-improved-profitability-for-the-second-consecutive-year-263091
http://www.thestar.com.my/business/business-news/2017/01/24/airasia-x-gets-faa-clearance-to-fly-to-the-us/
http://www.thejakartapost.com/news/2015/08/20/lion-air-welcomes-new-boeing-737-massive-expansion.html
http://www.thejakartapost.com/news/2015/08/20/lion-air-welcomes-new-boeing-737-massive-expansion.html
https://www.bloomberg.com/news/articles/2017-01-16/vietnam-s-prime-minister-to-raise-foreign-investor-caps-on-banks
https://www.bloomberg.com/news/articles/2017-01-16/vietnam-s-prime-minister-to-raise-foreign-investor-caps-on-banks
https://www.bloomberg.com/news/articles/2017-01-19/asian-outperformer-vietnam-stocks-seen-reaching-10-year-high
https://www.bloomberg.com/news/articles/2017-01-19/asian-outperformer-vietnam-stocks-seen-reaching-10-year-high
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maintain their profitability and increase 
shareholder value. 

• According to Air Asia’s 2015 Annual 
Report, from 2011 through 2015, the 
company’s passenger revenue per 
kilometer gained 43%, while the 
company’s market capitalization declined 
over 65%, from 10.473 billion Malaysian 
Ringgit to 3.59 billion.  This suggests 
investors might be discounting the 
company’s ability to maintain its past 
profitability. 

http://www.airasia.com/cdn/docs/common-docs/investor-relations/annual-report-2015.pdf
http://www.airasia.com/cdn/docs/common-docs/investor-relations/annual-report-2015.pdf

