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DANANG RUBBER JSC (HSX: DRC) BUY +69%
. Current market price (VND) 19,100
Strong sales growth supports profit growth Target price (VND) Y005
(VND bn) Q3-FY22 Q2-FY22 +/- (qoq) Q3-FY21 +/- (yoy) Cash dividend (VND) 1200
Net revenue 1353 1,148 +17.8% 929 +45.6% Stock Info
NPAT-MI 77 84 -8.1% 34 +128.6% Sector ) Con_sumer
EBIT 101 109 7.3% 44 +129.5% ) i Discretionary
EBIT margin 7.5% 9.5%  -200bps 46%  +290 bps Market Cap (VND billion) 2031
< - DRC.RonaViet S . Current Shares O/S 118,792,605
ource: , nong iet Securities Avg. Dain Volume (in 20 435,535
Q3/2022 - Net profit grew at triple-digit rate on low base of Q3/2021 sessions) '
Free float (%) 17.4
e Q3/2022 consolidated net revenue reached VND1,353 Bn (or USD 58 Mn, 52 weeks High 38,900
+45.6% YoY), driven by high double-digit growth of the export channel. 52 weeks Low 16,100
Bet 1.15
e Gross margin improved by +249 bps YoY to 16.9% thanks to rising average selling = 7021 C -
prices (ASP) and higher contribution from domestic radial sales. Compared to = BT ur;:':z
Q3/2021, DRC does not bear expenses related to Covid-19 pandemic, resulting in a ' '
) ) . EPS Growth (%) 13.4% 0.3%
lower SG&A/sales ratio, leading Q3/2022 NPAT-MI to arrive at VND77 bn (or Diluted EPS 5205 5 642
USD3.3 Mn, +128.6% YoY). flute : ’
P/E 12.8 8.8
e  9M 2022, DRC fulfilled 82.3% of its revenue and 88.4% of its PBT targets for 2022. P/B 2.1 15
. . . EV/EBITDA 6.4 7.3
Q4/2022 and whole year outlook - Export channel is the main engine for 2022 rosy /
Cash dividend yield (%) 4.8% 7.3%
performance
ROE (%) 16.4% 17.6%

In Q4 2022, we forecast net revenue and NPAT-MI to reach VND 1,395 Bn (or USD 59 Mn,
+3.1% QoQ, +4.6% YoY) and VND 88 Bn (or USD 3.8 Mn, +13.6% QoQ, +0.2% YoY),
respectively. We expect that DRC ‘s Q4 2022 top-line will continue to grow after strongly

Price performance

Volume ('000 shares, RHS)
= Price ("000 VND, LHS)

increasing in 9M2022, owing to higher year-ago level selling prices and high rubber tire 40 6000
demand in overseas markets. However, NPAT-MI margin will drop to 6.3% from 6.6% in
Q4 2021, from the rising outside services costs and foreign exchange losses. 30 4000

For the whole year, we expect net sales and NPAT-MI will be at VND 5,179 Bn (or
USD 220 Mn, +18.3% YoY) and VND 314 Bn (or USD 13.6 Mn, +7.8% YoY), respectively.
Sales are mainly driven by strong demand of exports, which also enhance high single- 10 0

20 2000

digit growth of the bottom-line. § 3 8 38 8 &8 8

§ § § § 8§ § §
Valuation and recommendation - 5 8 & s & =
We suggest that DRC is a suitable investment during a highly uncertain market period. Major Shareholders (%)
Shareholders will enjoy not only a cash dividend stream (12% of par value on average per year) Vietnam National Chemical Corp 50.5
but also expected bottom-line CAGR of 11.3% in the period 2023 - 2026. We expect that DRC ’s KWE Beteiligungen AG 4.7
profit margin will gradually improve from 2023 due to higher contribution from the domestic Foreign ownership room (%) 411

market and easing raw material prices.
g P An Nguyen

Combining FCFF (50%) and multiples comparison (PER) (50%), our target price for DRC is
VND31,000. Adding a cash dividend of VND1,200, the 12-months expected return is 69%
compared to the closing price on Nov 23rd 2022. DRC ‘stock price has gone down by 46% since an.ntn@vdsc.com.vn
Apr-2022 after it posted negative growth in Q2/2022 due to rising input costs. Currently, shares

are trading at a trailing P/E of 7.5x which is below the 5-year average P/E of 12.2x. Given profit

margin improving to boost net earnings growth in 2023, we recommend to BUY this stock in

long-term.
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Exhibit 1: Q3-2022 Results

(VND Bn) Q3-FY22 Q2-FY22 +/-(qoq) Q3-FY21 +/- (yoy)
Net revenue 1,353 1,148 18% 929 46%
Gross profit 229 205 12% 134 71%
SG&A 117 101 16% 91 29%
Operating income 132 124 8% 57 159%
EBITDA 170 150 13% 132 28%
EBIT 101 109 -7% 44 130%
Financial expenses 26 18 47% 9 202%
- Interest Expenses 5 4 32% 2 166%
Dep. and amortization 68 41 65% 88 -22%
Non-recurring items (*)
Extraordinary items (¥)
PBT 96 105 -8.1% 42 128%
NPAT-MI 77 84 -8.1% 34 129%
Adjusted NPAT-MI for (¥) 77 84 -8.1% 34 129%
Source: DRC, RongViet Securities
Exhibit 2: Q3-2022 Performance Analysis
Particulars Q3-Fy22 Q2-Fy22 +/-(qoq) Q3-Fy21 +/- (yoy)
Profitability Ratios (%)
Gross Margin 17% 18% -94 bps 14% 249 bps
EBITDA Margin 13% 13% -52 bps 14% -169 bps
EBIT Margin 8% 10% -200 bps 5% 361 bps
Net Margin 6% 7% -161 bps 4% 207 bps
Adjusted Net Margin 6% 7% -161 bps 4% 207 bps
Turnover*(x)
-Inventories 2.6 24 0.2 2.6 0
-Receivables 249 17.3 7.6 18.2 6.7
-Payables 55 5.1 0.4 5.2 0.3
Leverage (%)
Total Liabilities/Equity 93% 93% 0 bps 69% 2400 bps
Source: RongViet Securities, * Annualized
Exhibit 3: Q4/2022 Performance Forecast Q4/2022 assumptions:
Particulars (VND Bn) Q4-FY22 +/- qoq +/- yoy e Revenue to grow 4.6% YoY, driven by +9.2% YoY increase in overseas
Revenue 3% Mo s Dot Brasl and the USto fud export revemaer e
Gross profit 250 94% 13.3% e Gross margin to improve to 17.9%in Q4 — the.hig hest level in the last five
EBIT 132 18.1% 14.9% quarters because DRC has locked rubber contracts until Dec-2022 at
NPAT-MI 88 13.6% 0.2% below year-ago levels.

Source: RongViet Securities

e SG&A/revenue to be 8.5%, higher than Q4 2021 by 50 bps since the

company implemented a new sales program.

Please refer to important disclosures at the end of this report
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Q3 2022: Net profit grows at triple-digit rate on low base of Q3/2021 result
Higher rubber tire consumption from overseas customers to drive total revenue growth

Revenue and NPAT in Q3 2022 rose by 45.6% YoY and 129% YoY to reach VND1,353 Bn (or USD 58 Mn) and VND77 bn (or USD3.3 Mn),
respectively. Of which,

e Oversea revenue (accounted for 62% of Q3 2022 total sales) drove the high double-digit total sales growth. The ongoing rising global
rubber tire demand after the Covid-19 pandemic and original equipment manufacturer (OEM) trucks are the main drivers. In addition,
the tariff decisions on China rubber tyres from these two countries also create favorable condition for DRC to boost sales.

e Q32022 total selling volume was up by +68.3% YoY and +34.7% QoQ, mainly driven by the strong growth of radial tyres. In Q3 2022,
radial selling volume were 216,275 (+44.8% YoY; +24.9% QoQ;), of which, both export and local channels had strong growth of +41.7%
YoY and +70.6% YoY, respectively.

e Compared to our forecast, Q3 2022 performance is slightly lower, driven by a mix of lower-than-expected bias sales volume (-32%) and
higher-than-expected radial sales volume (+11%); and lower-than-expected gross margin (-101 bps) due to unexpected high prices of
synthetic rubbers and coals (accounts for c.50% of total production cost of bias tyres). In general, Q3 2022 actual net sales and net profit
are -2.1% and -7.0% below our forecast, respectively.

In 9M2022, consolidated net revenue and NPAT were VND3,784 Bn (or USD 161 Mn, +24.2% YoY) and VND227 Mn (or USD 10 Mn,
+11.3% YoY), respectively, fulfilling 82.3% of its revenue and 88.4% of its PBT targets for 2022.

Figure 1: DRC’s net sales breakdown (VND bn, LHS) and Figure 2: Selling volume of radial and bias tyres (unit)
proportion of export revenues (%, RHS)
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Source: DRC, RongViet Securities Source: DRC, RongViet Securities

In Q3 2022, production capacity of the radial plant reached over 130%. DRC is confident of further growing radial selling volume. The
evidence is that DRC has signed contract with a new partner (Expresso Rio Vermelho Transports) to export radial tyres to Brazil in 2023. Since
Q1 2022, radial consumption showed continuous growth. We suppose that this is a good indicator for the consumption of DRC products.

Profit results were impressive due to a lack of expenses related to the Covid-19 pandemic

In terms of profits, although bearing significant rising input costs, thanks to the absence of the pandemic and higher selling prices, profits
grew at a stronger pace than revenue growth. In Q3 2022, gross profit and operating profit were VND262 Bn (or USD11 Mn, +11.6% QoQ,
+70.7% YoY) and VND112 Bn (or USD4.8 Mn, +7.6% QoQ, +159% YoY), respectively. However, NPAT-MI grew at a slower-pace with -8.1%
QoQ and +128% YoY due to modest net loss from foreign exchange (VND 6.27 Bn, or USD 0.3 Mn).

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 3
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Figure 3: DRC’s gross margin and operating margin (%) Figure 4: DRC ‘s NPAT-MI (VND bn) and Growth (% YoY, RHS)
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Figure 5: DRC ‘s net gain/loss from foreign exchange (VND bn) Figure 6: State Bank of Vietnam average USD/VND interbank rate
(VND)
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Q4 2022 and whole year outlook - Export channel is the main engine for 2022
Q4 2022: Double-digit sales growth

On the back of rising tire demand and expected easing input prices, we forecast Q4/2022 net revenue and NPAT-MI to reach VND 1,395 Bn
(or USD 59 Mn, +3.1% QoQ, +4.6% YoY) and VND 88 Bn (or USD 3.8 Mn, +13.6% QoQ, +0.2% YoY), respectively.

The top-line will continue to draw positive YoY growth owing to increasing demand from overseas markets. The recovery of automotive
production (including trucks) and tire replacement in DRC ‘s key markets, including both Brazil (~60% of total export sales) and the US (~15%
of total export sales). Notably, the ease of chip shortage since 2H2022 and the increasing adoption of electrical trucks — main products of
DRC - for shipment' are anticipated to propel the OEM tire market growth. In Sept-2022, Brazilian automotive production reached 207,762
vehicles (-12.7% MoM; +19.1% YoY). Besides, import of automotive tyres & tube in the US slightly decreased month-over-month in Aug-
2022, though it is still 23% higher than the same period last year (Figure 8).

We expect that Q4/2022 gross margin will improve to 17.9% - the highest level in the last five quarters, due to two reasons:

e Theincrease of selling prices in Apr & Aug will take full effect in Q4 2022.

! References at https.//www.thebuzzevnews.com/electric-truck-markets-long-range/ ;and; https.//www.reuters.com/business/autos-transportation/gm-plans-six-fold-increase-2022-
electric-truck-suv-production-sources-2022-02-08/

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 4
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e Lower input costs. In Sept-2022, DRC has locked raw material contracts until Dec-2022. The rubber contracts (including natural and
synthetic rubbers, taking ~60% of total production cost of DRC) are closed at below year-ago levels. The other raw materials likes coal
are still locked at a high price.

NPAT-MI margin in Q4 2022 will drop to 6.3% from 6.6% in Q4 2021 but improve from 5.7% in Q3 2022. We expect DRC ’s selling expenses
to rise stronger than sales, on the back of increasing outside services costs due to new sales promotion applied in Q3 2022 and onwards.

Figure 7: Brazilian automotive production (unit) and growth Figure 8: Import of automotive tyres & tube in the US (USD mn)
(% YoY, RHS) and growth (% YoY, RHS)
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Source: www.steelorbis.com, RongViet Securities Source: U.s. Bureau of Economic Analysis (bea), RongViet Securities

Figure 9: Natural rubber prices (JPY/Kg) & coal prices Figure 10: Growth of average selling prices of radial and bias

(USD/Tons) tyres (% YoY)
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FY2022 outlook: Export channel is the main engine for 2022 growth

We forecast DRC’s 2022 consolidated net revenue and NPAT-MI will be VND5,179 Bn (or USD 220 Mn, +18.3% YoY) and VND 314 Bn (or
USD 13.3 Mn, +7.8% YoY), respectively. Growth of exports will be in the high double-digit rate, then supporting positive growth in net profit
despite sharp rising of input costs and fluctuation of exchange rates.

DRC expects 2022 production capacity of radial plant to reach over 120%. However, based on 9M2022 actual production of 554,309 units,
we forecast that 2022 production of radial tyres will reach 785,183 units (+29% YoY), equivalent to ~130% capacity rate. 2022 total
production tire of DRC is predicted to be 18.6 mn units (+7.3% YoY).

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 5
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2023 outlook - Profit margins enter expansion period

2023 net sales and NPAT-MI are expected to continue to increase to VND5,457 Bn (or USD 232 Mn, +5.4% YoY) and VND353 Bn (or USD 15 Mn,
+12.7% YoY), explained by:

e The completion of phase three of radial tyre plant which will help the upward trend of sales volume. The modest sales growth is due
to 1) 2022 high base; and 2) expected lower selling prices.

e The higher contribution from domestic radial sales in the background of increasing logistic demand.
e The expected lower raw material costs. The company has a bargaining power to negotiate with suppliers at a favorable price. They

plan to close new raw material contracts for 2023 within Q4 2022. As a result, we expect the gross margin to continue to improve,
hence supporting the net margin.

The completion of phase three of radial tyre plant opens huge growth potential for DRC sales

We expect that the expansion of the radial tyre plant will be the pillar of DRC sales in the next five years with 2022-26 CAGR of the radial sales
of +7.4%. The design capacity of the plant will reach 750,000 tyres (+13.6% YoY) in 2023 and 1,000,000 (+33.3% YoY) in 2024. DRC believe
that they can produce 840,000 radial tyres in 2023. However, from a conservative view, we forecast that the plant will produce 785,183 radial
tyres in 2023, equivalent to 105% production capacity, the same level as 2022.

The recovery of domestic radial sales is expected to rise the profit margin

We predict that DRC ‘s domestic sales will show growth in both bias and radial tyres. Bias tyres will be driven by Off-the-Road (OTR) tyres,
especially agricultural tyres. The development of agro-industrial production activities supports this trend. Radial tyres will be boost by the
recovery of logistic activities and what was mentioned in “DRC — Q3 2022 Results are expected to exceed the quarterly plan” report. Domestic
radial tyre sales of DRC fluctuated between 120,000 and 130,000 tyres during 2019-2022F period due to the pandemic and fierce competition
from China. Therefore, we expect that it will grow in 2023. Notably, the contribution of this segment in total radial sales decreased from
26.2% in 2019 to 19.9% in 2021. However, it recovered to 22.3% in 9M2022. Because the gross margin of local radial channel is significantly
higher than that of the export channel (Q3 2022: radial local/export margins were 46.5%/5.8%), thus higher proportion of local radial sales
will help to rise the profit margin.

Expected decreasing in raw material costs will expand the gross margin

We expect that the gross margin will improve in the context of decreasing rubbers and coal prices, which account for 60% and 20% of DRC
s total production costs. On Oct 24" 2022, prices of natural rubbers and coal are USD Cents/Kg 223.5 (+4.6% YoY; +0.3% YTD) and USD/Ton
390 (+72.5% YoY; +129% YTD), respectively.

Ability to manage cash flow efficiently help DRC to pay a cash dividend despite adverse effects of economic fluctuations

DRC manages its cash flow efficiently. In the period of 2017-2021, DRC still presented a positive free cash flow (FCF) trend despite increasingly
spending on phase two of Radial plant (Figure 11). This helped DRC prove its ability in paying cash dividend despite the fluctuations in the
economy cycle. In fact, it has a history of a cash dividend rate of 12% on average per year between 2017-2021, equivalent to dividend yield
of ~+4.0 - +5.0%. Therefore, we believe that the company has a strong ability to manage cash flow which may help to produce a defensive
return stream such as cash dividend even during a market downturn. Backed by this, together with the rosy outlook of the bottom-line in
the next five years, we forecast that DRC will show an upward trend in FCF in the period of 2022-26 after recording a negative number in
2021. In addition, we predict that DRC will complete phase three of radial plant project in 2024, then will not spending on further
construction projects until 2026. As a result, the company will reduce its future debt from 2024, resulting in lower interest payments, and
improving the stability of future dividend payments.

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 6
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Figure 11: DRC ‘s FCF (VND bn) and average dividend yield (%, Figure 12: DRC’s short-term debt and long -term debts (VND bn)
RHS) and dividend rate (%, RHS) and Total debt/equity ratio (%, RHS)
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Source: Bloomberg, DRC, RongViet Securities Source: DRC, RongViet Securities

2021-22F Forecast
Table 1: 2022 IS Forecast

Unit: VND Bn 2021A 2022F % YoY change Comments
Net revenue 4,380 5,179 +18.2%
+ Export sales/ total sales 52.5% 56.3% +380 bps
Gross profit 747 884 +18.3%
SG&A expenses (368) (448) +21.7%
EBIT 379 435 +14.8%
Net non-operating income (15) @3) +227% We forecast financial.expenses will slightly increase on the back of
higher losses on foreign currency.
NPAT-MI 291 314 +7.9%
GPM 17.1% 17.1% 0 bps
SG&A/Revenue 8.4% 8.7% +30 bps
EBIT margin 8.7% 8.4% -30 bps
NPAT-MI margin 6.6% 6.1% -50 bps

Source: RongViet Securities
Valuation

We suggest that DRC shares is one of a suitable investment under a “dividend investing strategy” during a highly uncertain market period.
DRC ‘shareholders will enjoy not only a cash dividend stream but also expected double-digit bottom-line growth in the future, witnessed by
a 2023-26F CAGR of 11.3%. Besides, this defensive return also give investors more money to reinvest in the long run.

Notably, backed by DRC ‘s lower than expected bias sales and higher than expected radial sales in Q3 2022, we revise down/up the estimated
2022 selling volume of bias/radial by -19%/+7%. These adjustments lead 2022 net sales and NPAT-MI to 0.6% and 2.6% higher than our latest
forecast in Aug-2022, respectively.

However, due to the risk of low export demand due to rising inflation and expected re-opening of China’s economy, we lower 2023 selling
volumes of radial by -10.7% compared to our previous forecast, resulting in 2023 net sales and NPAT-MI of VND5,457 (or USD232 mn) and
VND353 bn (or USD15 mn), respectively. These changes are 8.5% and 1.9% lower than our previous forecast for top and bottom-line
respectively. In addition, due to interest rate hikes, we raise the discount rate to 15.2% from 13.8%. We also lower the P/E multiple from 13.9x
to 12.2x which is approximately the 5-year average P/E because of weak sentiment on the Vietnam’s stock market. Consequently, these
changes lead the new target price to be lower.

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 7
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Table 2: Changes in 2022 IS Forecast

Unit: VND Bn old New % Change Comments
Net revenue 5,147 5,179 +0.6% Q3 2022 radial sales is higher than our expectation.
Gross profit 872 884 +1.4%

In Sept-2022, DRC has locked raw material contracts until Dec-2022

(GBI 16.9% 17.1% WA at below year-ago levels which is lower than our forecast.
SG&A expense 425 448 +7.1%
SG&A/Sales 8.3% 8.7% +40bps  In Q3 2022, DRC had higher-than-expected outside services cost.
EBIT 447 435 -2.7%
Financial incomes 29 57 +75.9% {n IM 2022, DRC .OV|{nS VND435 Bn (or USD 19 Mn) short-term
investments, which is higher than our forecast.
NPAT-MI 306 314 +2.6%

Source: RongViet Securities

We combined FCFF valuation model (50%) and multiples comparison (50%) with an applied P/E of 12.2x. Our new target price is
VND31,000, which is lower by 10.7% compared to the latest target price (VND34,700) on Aug-2022. Adding a cash dividend of VND1,200,
the 12-months expected return is 69% compared to the closing price on Nov 23rd 2022. We believe that the growing expectations on DRC
‘s business performance has not yet been reflected on its stock price. The stock price has gone down by 46% since Apr-2022 after the
company posted negative growth in Q2 2022 net profit due to rising input costs. Shares are trading at a trailing P/E of 7.5x which is slightly
below the 5-year average P/E of 12.2x. Given profit margin improving to boost net earnings growth in 2023, we recommend to BUY this
stock in the long-term.

Table 3: DRC’s valuation summary

Method Weight Valuation (VND/share)
FCFF (WACC: 15.2%, g: 2.4%, EV/EBITDA: 7.9x) 50% 32,900
P/E Multiples (12.2x) 50% 29,100
Total 100% 31,000

Source: RongViet Securities

Figure 13: DRC ‘s historical P/E band
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Table 4: Industry peers

Company  Country Market cap Tralllngri:::; EPS Gros.s Net profit  Trailing Trailing Trailing  57Year
(USD mn) (% YoY) Growth margin margin PBRatio  PERatio Ev/ average
° %Yoy) (%) (%) (x) x) EBITDA  PIE

DRC VN 18 176 232 0.3 16.7 6.13 1.5 8.9 73 12.5

Domestic peers

SRC VN 24 9.5 -329 17.0 18.2 4.4 1.3 7.6 9.4 10.4

CSM VN 66 6.6 16.2 123.3 10.9 1.5 1.3 19.1 8.7 443

Global peers

Gajah 1 91 -1.1 10.9 -94.8 12.5 -0.5 0.3 49.9 5.3 18.1

Tunggal

Dong Ah Tire  KS 117 5.7 19.9 29.6 15.2 10.4 0.4 7.7 6.9 9.8

& Rubber

Hwa Fong T 131 9.3 34 -63.5 20.1 5.1 1.3 13.8 7.9 10.8

Rubber.

Prinx HK 570 7.1 9.4 -67.7 12.1 24 1.0 20.5 11.2 11.7

Chengshan

Holdings Ltd

Mean 160 7.8 7.2 -8.0 15.1 4.2 1.0 18.2 8.1 16.8

Median 117 7.1 10.9 0.3 15.2 4.4 1.3 13.8 7.9 11.7

Source: Bloomberg, as of Oct 26", 2022
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VND Billion VND Billion
INCOME STATEMENT FY2020 FY2021 FY2022E FY2023F @ BALANCE SHEET FY2020 FY2021 FY2022E FY2023F
Revenue 3,647 4,380 5179 5,457 Cash and cash equivalents 189 920 84 145
COGS 3,047 3,632 4,295 4,474 Short-term investments 150 320 416 416
Gross profit 599 747 884 983 Accounts receivable 131 208 217 269
Selling Expense 165 305 366 385 Inventories 788 1,432 1,339 1,034
G&A Expense 62 63 82 98 Other current assets 54 67 60 60
Finance Income 18 37 51 42 Property, plant & equipment 1,060 973 986 1,451
Finance Expense 68 51 93 98 Acquired intangible assets 3 3 0 0
Other profits -2 -1 -1 -1 Long-term investments 4 4 4 4
PBT 321 364 393 443 Other non-current assets 52 42 43 44
Prov. of Tax 64 73 79 89 Total assets 2,430 3,139 3,150 3,423
Minority’s Interest - - - - Accounts payable 418 775 685 705
PAT to Equity S/H 257 291 314 354 Short-term borrowings 306 572 538 619
EBIT 372 379 435 500 Long-term borrowings 1 2 1 0
EBITDA 582 483 538 600 Other non-current liabilities 0 0 0 0
% Bonus and Welfare fund 18 16 17 20
FINANCIAL RATIO FY2020 'CI PR A PTy P APIE]d  Technology-science, dev. fund 0 0 0 0
Growth (%) Total liabilities 743 1,365 1,241 1,345
Revenue -5.5% 20.1% 18.3% 5.4% Common stock and APIC 1,188 1,188 1,188 1,188
Operating Income -2.8% 1.9% 14.9% 14.7% Treasury stock (enter as -) 0 0 0 0
EBITDA -11.3% -17.1% 11.4% 11.6% Retained earnings 206 242 319 442
PAT 2.5% 13.4% 8.0% 12.8% Other comprehensive income 21 21 21 21
Total Assets -10.3% 29.2% 0.4% 8.7% Inv. and Dev. Fund 273 324 381 428
Equity 3.4% 5.1% 7.6% 8.9% Total equity 1,688 1,774 1,909 2,079
Profitability (%) Minority Interest 0 0 0 0
Gross margin 16.4% 17.1% 17.1% 18.0%
EBITDA margin 16.0% 11.0% 10.4% 11.0% VALUATION RATIO (*) FY2020 FY2021 FY2022E FY2023F
EBIT margin 10.2% 8.7% 8.4% 9.2% EPS (VND) 1,944 2,205 2,380 2,685
Net margin 7.0% 6.6% 6.1% 6.5% P/E (x) 9.7 12.8 8.4 7.5
ROA 10.0% 10.4% 10.0% 10.8% BV (dong) 14,206 14,934 16,070 17,500
ROE 15.2% 16.8% 17.1% 17.8% P/B (x) 1.5 2.1 13 1.1
Efficiency DPS (dong/cp) 1,000 1,500 1,200 1,200
Receivable Turnover 26.6 258 243 224 Dividend yield (%) 8.8 3.6 6.0 6.0
Inventory Turnover 3.1 33 3.1 3.8
Payable Turnover 7.6 6.1 5.9 6.4 VALUATION MODEL Price Weight Average
Liquidity FCFF 32,900 50% 16,500
Current 1.8 16 1.7 15  P/E 29,100 50% 14,500
Quick 0.7 0.5 0.3 0.3 Target price (VND) 31,000
Finance Structure (%)
Total Debt/Equity 44% 77% 65% 65% VALUATION HISTORY Price Recommendation Period
Current Debt/Equity 44% 77% 28% 30% Dec 2021 37,000 ACCUMULATE Long-term
Long-term Debt/Equity 0% 0% 0% 0% Aug 2022 34,700 BUY Long-term
Nov 2022 31,000 BUY Long-term

Please refer to important disclosures at the end of this report
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RESULT UPDATE

This report is created for the purpose of providing investors with an insight into the discussed company that may assist them in the decision-making process. The
report comprises analyses and projections that are based on the most up-to-date information with the objective that is to determine the reasonable value of the
stock at the time such analyses are performed. Through this report. we strive to convey the complete assessment and opinions of the analyst relevant to the discussed
company. To send us feedbacks and/or receive more information. investors may contact the assigned analyst or our client support department.

RATING GUIDANCE

Ratings BUY ACCUMULATE REDUCE SELL
Total Return including Dividends in 12-month horizon >20% 5% to 20% -20% to -5% <-20%
ABOUT US

RongViet Securities Corporation (RongViet) was established in 2006. licensed to perform the complete range of securities services including brokerage. financial
investment. underwriting. financial and investment advisory and securities depository. RongViet now has an operating network that spreads across the country. Our
major shareholders. also, our strategic partners. are reputable institutions. i.e Eximbank. Viet Dragon Fund Management. etc... Along with a team of the professional
and dynamic staffs. RongViet has the manpower as well as the financial capacity to bring our clients the most suitable and efficient products and services. Especially.
RongViet was one of the very first securities firms to pay the adequate attention to the development of a team of analysts and the provision of useful research report
to investors.

The Analysis and Investment Advisory Department of RongViet Securities provides research reports on the macro-economy. securities market and investment
strategy along with industry and company reports and daily and weekly market reviews.

ANALYSIS & INVESTMENT ADVISORY DEPARTMENT

Lam Nguyen Vu Tran Tam Pham Tung Do An Nguyen
Head of Research Senior Manager Manager Manager Senior Analyst
lam.ntp@vdsc.com.vn vu.thx@vdsc.com.vn tam.ptt@vdsc.com.vn tung.dt@vdsc.com.vn an.ntn@vdsc.com.vn
+ 84 286299 2006 (1313) + 84 28 6299 2006 (1512) + 84 28 6299 2006 (1530) + 84 28 6299 2006 (1521) + 84 28 6299 2006 (1541)
o Market Strategy o 0&G e Bank e Aviation e Food & Beverage
e Industrial Park o Fertilizer e Insurance e Logistics e Automotive & Spare
e Construction materials o Market Strategy parts
Anh Tran Loan Nguyen Thao Nguyen Quan Cao Ha Tran
Senior Analyst Analyst Analyst Analyst Assistant
anh.tk@vdsc.com.vn loan.nh@vdsc.com.vn thao.nn@vdsc.com.vn quan.cn@vdsc.com.vn ha.ttn@vdsc.com.vn
+ 84 28 6299 2006 (1544) + 8428 6299 2006 (1531) + 84 28 6299 2006 (1524) + 84 28 6299 2006 (2223) + 8428 6299 2006 (1526)
o Market Strategy o Retails o Utilities e Seaports
e Residential RE e Fishery e Bank e Pharmaceuticals
e Construction e F&B
Hung Le Bernard Lapointe Ha My Tran Hoai Trinh Trang Tran
Analyst Senior Consultant Senior Consultant Analyst Assistant
hung.ltg@vdsc.com.vn bernard.lapointe@vdsc.com.vn my.tth@vdsc.com.vn hoai.ttt@vdsc.com.vn trang.tnt@vdsc.com.vn
+ 84 28 6299 2006 (1546) + 84 28 6299 2006 + 84 28 6299 2006 + 84 28 6299 2006 (1545) + 84 28 6299 2006 (1522)
¢ Industrial RE e Macroeconomics o Utilities
o Market Strategy o Textiles

Please refer to important disclosures at the end of this report
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DISCLAIMERS

This report is prepared in order to provide information and analysis to clients of Rong Viet Securities only. It is and should not be construed as an offer to sell or
a solicitation of an offer to purchase any securities. No consideration has been given to the investment objectives, financial situation or particular needs of any
specific. The readers should be aware that Rong Viet Securities may have a conflict of interest that can compromise the objectivity this research. This research is
to be viewed by investors only as a source of reference when making investments. Investors are to take full responsibility of their own decisions. VDSC shall not
be liable for any loss, damages, cost or expense incurring or arising from the use or reliance, either full or partial, of the information in this publication.

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

The information herein is compiled by or arrived at Rong Viet Securities from sources believed to be reliable. We, however, do not guarantee its accuracy or
completeness. Opinions, estimations and projections expressed in this report are deemed valid up to the date of publication of this report and can be subject to
change without notice.

This research report is copyrighted by Rong Viet Securities. All rights reserved. Therefore, copy, reproduction, republish or redistribution by any person or party
for any purpose is strictly prohibited without the written permission of VDSC. Copyright 2022 Viet Dragon Securities Corporation.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Viet Dragon Securities Corp. (“VDSC"), a company authorized to engage in securities activities in Vietnam. VDSC is not a
registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of
research analysts. This research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided
by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient. This research report is not guaranteed
to be a complete statement or summary of any securities, markets, reports or developments referred to in this research report. Neither VDSC nor any of its
directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research
report or lack of care in this research report’s preparation or publication, or any losses or damages which may arise from the use of this research report.

VDSC may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of VDSC.
Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of
non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S.
securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements
comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other
than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related
financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by VDSC with respect to future
performance. Income from investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly,
may fall or rise against the interest of investors. Any recommendation or opinion contained in this research report may become outdated as a consequence of
changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and
valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior.

RESEARCH DISCLOSURES

Third Party Research
Thisis third party research. It was prepared by Rong Viet Securities Corporation (Rong Viet), with headquarters in Ho Chi Minh City, Vietnam. Rong Viet is authorized

to engage in securities activities according to its domestic legislation. This research is not a product of Tellimer Markets, Inc., a U.S. registered broker-dealer. Rong
Viet has sole control over the contents of this research report. Tellimer Markets, Inc. does not exercise any control over the contents of, or the views expressed in,
research reports prepared by Rong Viet.

Rong Viet is not registered as a broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” and other “U.S. institutional investors” in
reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information
provided in this research report should do so only through Tellimer Markets, Inc., located at 575 Fifth Avenue, 27" Floor, New York, NY 10017. A representative of
Tellimer Markets, Inc. is contactable on +1 (212) 551 3480. Under no circumstances should any U.S. recipient of this research report effect any transaction to buy
or sell securities or related financial instruments through Rong Viet. Tellimer Markets, Inc. accepts responsibility for the contents of this research report, subject to
the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor.

None of the materials provided in this report may be used, reproduced, or transmitted, in any form or by any means, electronic or mechanical, including recording
or the use of any information storage and retrieval system, without written permission from.

Rong Viet is the employer of the research analyst(s) responsible for the content of this report and research analysts preparing this report are resident
outside the U.S. and are not associated persons of any U.S. regulated broker-dealer. The analyst whose name appears in this research report is not registered
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or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of Tellimer Markets, Inc. and,
therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities
held by a research analyst account.

Tellimer Markets, Inc. or its affiliates has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not received
compensation for investment banking services from the subject company in the past 12 months, and does not expect to receive or intend to seek compensation
for investment banking services from the subject company in the next three months. Tellimer Markets, Inc. has never owned any class of equity securities of the
subject company. There are no other actual, or potential, material conflicts of interest of Tellimer Markets, Inc. at the time of the publication of this report. As of
the publication of this report, Tellimer Markets, Inc. does not make a market in the subject securities.

About Tellimer

Tellimer is a registered trade mark of Exotix Partners LLP. Exotix Partners LLP and its subsidiaries ("Tellimer") provide specialist investment banking services to
trading professionals in the wholesale markets. Tellimer draws together liquidity and matches buyers and sellers so that deals can be executed by its customers.
Tellimer may at any time, hold a trading position in the securities and financial instruments discussed in this report. Tellimer has procedures in place to identify
and manage any potential conflicts of interests that arise in connection with its research. A copy of Tellimer's conflict of interest policy is available at
www.tellimer.com/regulatory-information.

Distribution

This report is not intended for distribution to the public and may not be reproduced, redistributed or published, in whole or in part, for any purpose without the
written permission of Tellimer. Tellimer shall accept no liability whatsoever for the actions of third parties in this respect. This report is for distribution only under
such circumstances as may be permitted by applicable law.

This report may not be used to create any financial instruments or products or any indices. Neither Tellimer, nor its members, directors, representatives, or
employees accept any liability for any direct or consequential loss or damage arising out of the use of all or any part of the information herein.

United Kingdom: Distributed by Exotix Partners LLP only to Eligible Counterparties or Professional Clients (as defined in the FCA Handbook). The information
herein does not apply to, and should not be relied upon by, Retail Clients (as defined in the FCA Handbook); neither the FCA'’s protection rules nor compensation
scheme may be applied.

UAE: Distributed in the Dubai International Financial Centre by Exotix Partners LLP (Dubai) which is regulated by the Dubai Financial Services Authority (“DFSA”).
Material is intended only for persons who meet the criteria for Professional Clients under the Rules of the DFSA and no other person should act upon it.

Other distribution: The distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this document comes should
inform themselves about, and observe, any such restriction.

Disclaimers

Tellimer and/or its members, directors or employees may have interests, or long or short positions, and may at any time make purchases or sales as a principal or
agent of the securities referred to herein. Tellimer may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas,
units, divisions, groups of Tellimer.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this report may present certain risks. The securities of non-U.S.
issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or
related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable
to those in effect within the United States. The value of any investment or income from any securities or related financial instruments discussed in this report
denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income
from such securities or related financial instruments.

Frontier and Emerging Market laws and regulations governing investments in securities markets may not be sufficiently developed or may be subject to
inconsistent or arbitrary interpretation or application. Frontier and Emerging Market securities are often not issued in physical form and registration of ownership
may not be subject to a centralised system. Registration of ownership of certain types of securities may not be subject to standardised procedures and may even
be effected on an ad hoc basis. The value of investments in Frontier and Emerging Market securities may also be affected by fluctuations in available currency rates
and exchange control regulations. Not all of these or other risks associated with the relevant company, market or instrument which are the subject matter of the
report are necessarily considered.
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HEADQUARTER IN HO CHI MINH CITY

Floor 1-2-3-4, Viet Dragon Tower, 141 Nguyen Du,
Ben Thanh Ward, District 1, Ho Chi Minh City

© (+84) 2862992006 @ info@vdsc.comvn
@ (+84)2862917986 (I www.vdsc.comvn
Tax code 0304734965

HANOI BRANCH
10* floor, Eurowindow Tower, 2 Ton That Tung,
Trung Tu Ward, Dong Da District, Hanoi

© (+84) 2462882006
( (+84)2462882008

NHA TRANG BRANCH

7t floor, 76 Quang Trung, Loc Tho Ward,
Nha Trang City, Khanh Hoa

@ (+84)258382 0006

(@ (+84)2583820008

CANTHO BRANCH

8" floor, Sacombank Tower, 95-97-99, Vo Van Tan,
Tan An Ward, Ninh Kieu District, Can Tho City

© (+84)2923817578

(@ (+84)2923818387

VUNG TAU BRANCH
2" floor, VCCI Building, 155 Nguyen Thai Hoc,
Ward 7, Vung Tau City, Ba Ria — Yung Tau Province

@ (+84) 254777 2006

BINH DUONG BRANCH
3 floor, Becamex Tower, 230 Binh Duong Avenue,
Phu Hoa Ward, Thu Dau Mot City, Binh Duong Province

© (+84) 27 4777 2006

DONG NAI BRANCH
8™ floor, TTC Plaza, 53-55 Vo Thi Sau,
Quyet Thang Ward, Bien Hoa City, Dong Nai Province

@ (+84) 251777 2006

Binh Duong

Ha Noi

CanTho

Nha Trang

Dong Nai
Ba Ria Vung Tau
Ho Chi Minh City
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