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DPM - Low input prices fired up 3Q earning result

In 2015, Petrovietnam Fertilizer and Chemicals Corporation (DPM-HSX) has been one of the oil and
gas firms to benefit from lowered oil prices. Having attended DPM'’s shareholder meeting held last
week, RongViet Research noted several key points regarding the company’s performance.

Urea prices in the domestic market went better than expected. As mention in a previous

TUESDAY report, oversupply and competition against imported urea continued to be a challenging
problem to the local producers. Besides, the gas base price remaining low has been putting
pressure on both global and local urea prices. However, domestic price movements were more
optimistic than estimated. Major local urea manufacturers such as DPM and DCM and Ha Bac
Urea JSC took periodical maintenance at the same time of planting season, leading to temporary
shortage and price increase. DPM’s 9M2015 sales price remained quite stable at VND 7,406/kg,
0.5% lower y.o.y.

According to JP Morgan's forecast for the rest of 2015, abundant supply and low gas prices are
going to lay pressure on world urea prices. Meanwhile, the low demand quarter predicts a slight
decline in domestic urea prices for the remaining of 2015.

Advantages of low input gas prices. Continuing to benefit from the oil price downtrend since
P 2H2014, DPM'’s gas prices plummeted in 2015. The 9M2015 average gas price is estimated at USD
/\/lal’ket C/OSGd 4.51/BBMTU, decreasing 37.2% y.o.y. DPM’s gross margin therefore improved to 31.6%,
comparing to 25.7% y.o.y, despite the one-month maintenance break in Q2/2015.
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higher 610

According to our statistics, gas price remained at USD 3.74/BBMTU in October, 2015. Based on
the scenario of USD50 - 60/barrel of oil price, we expect that gas price in 2015 to fluctuate
around USD 4.4-4.5/MMBTU, downed 34-35% as compared to the same period. 2015 Gross profit
margin is projected to reach 32.5%, increasing from 25.4% in 2014.

PVTEX's investment - Possible plan for divestment after 2015

While DPM'’s main segments maintain the stability and efficiency, PVTex’s business results — a joint
venture investment of DPM continues to record losses in 9M2015. According to the statistics in
Q32015 Financial statement, DPM made the provision that worth total amount of investment in
PVTex. In addition, company’s executive asserted that there is a plan to find appropriate investors
in order to withdraw this investment capital. Based on DPM’s assessment, with new machine
system, modern technologies and significant benefits from TPP agreement, company could
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consider the suitable investors for the divestment.
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New projects could be expected as a prerequisite for growth catalyst for the next years.

my.ttd@vdsc.com.vn While fertilizer companies are struggling in terms of maintaining market shares, DPM among a few

businesses that are looking for new direction. Especially, new projects are associated with the
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strategic product diversification and intrinsic capacity enhancement.

+84 86299 2006 | Ext: 1321 Statistics demonstrated that domestic demand for NPK was 4 million tons per annum, of which 5 -

Thien.bv@vdsc.comvn 10% is high-quality products. At this moment, DPM is importing high-quality NPK and packaging
under the brand of NPK Phu My in order to create market. In the recent meeting, company’s

representative pointed out that despite of new entrance into the market for 2 years, such product
had been among Top 4 of market shares in national NPK segment. Investment focusing on
technologies and products that domestic markets could not provide is the suitable preparation for
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DPM’s new projects.

Table: On-going projects’ information

Project Total Capacity Technology  Expected Market Note
Investme commercial
nt (mil operation
UsD)
NH3 191 90,000 Haldor 2017 Serve as IRR: 14.1%, ROE:
expans tons/year Topsoe feedstock for 25% (NH3-NPK
ion (Denmark) fertilizer and combined)
chemical
production,
food
processing in
domestic
NPK 53 250,000 Incro SA 2017 Domestic and  Input materials:
plant tons/year (Spain) international H3PO4, NH3, DAP
market
UFC85/ 22 15,000 tons 12/2015 Domestic ROE: 16%, IRR:
Formal UFC85 or market 14.6%, Gross profit:
dehyde 25,000 tons 30%
project Formaldehy
de

Source: DPM, RongViet Research

DPM is the leading urea producer with a high market share of 48%. In the first 9 months of 2015,
thanks to a plunge in oil price as well as the higher than expectation of urea domestic price, DPM
earnings results witnessed a favorable situation. In particular, 9M2015 revenue and NPAT recorded
VND 7,470 billion (+4,5% yoy) and VND 1,178 billion (+25,5% yoy) respectively. Moreover, DPM’s
representatives also made known that 2015 earnings result will likely reach VND 9,600 billion for
the 2015 revenue and 1,458 billion for NPAT. Thus, 2015 EPS is expected to VND 3,166/share and
P/E forward ~ 10.58. Besides the stable operation of core business, the firm had to record a loss in
PVTex’s investment. In the long-run, our analyst valued the new direction of DPM when preparing
for the new markets, technologies for the new projects. While other competitors have struggled
for the development, DPM’s new projects would become highlight spot in upcoming years.

According to DPM’s representatives, FY2015 dividend prepayment is expected to come in due
Q4/2015. In terms of positive earnings result, we suppose that the firm likely increase its dividend
payment.

Market closed higher 610

Market’s three main pillars including VNM-FPT-BVH gains helped VN-Index to achieve 610
level. Of which, VNM played a dominant role in today’s market rally. Rumors on Singapore F&B
conglomerate F&N offering to acquire the entire SCIC's stake at VNM at the premium of 43%
current market price made VNM to handsomely register big gain. Not being on the sideline, FPT
and BVH ‘s high trading volume added more oil to the fire to spread excitement to all over the
market. Closing the day, VNIndex passed 610 mark (up 1.48%) while HNIndex gained 0.96% to
81.89 point.

Market breadth turned wider. At 23/10/2015 when VNIndex also witnessed a break-out 600 (a
considerable point in period of side-away) mainly thanks to leading stocks, today break-out was
supported by various stocks, including blue-chip and others. Number of stocks having closing
price higher than opening price was 59.22% today, dramatically higher than that figure of 35% at
23/10. Besides, proportion of that figure at 23/10 having an increase of above 2% was only 19%,
higher than today of 29%.
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Capital inflows were distributed into almost every sector. Total trading volumes also surged to
142.36 million shares (+22.53%).

Despite more than 52.43% of total share numbers closing at the day highest price, a new
market level would only be established when having higher liquidity. Today liquidity
increased significantly, with order-matching volume at 142.36 million shares (+22.53%) and was
absorbed by various sectors. So, to sustain current trend, market need more demand to digest
selling pressure in the next few sessions. As usual, to confirm a new market level, above 610,
market needs more liquidity in buying side to win taking-profit side.
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: GDP Growth
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(*) Compairision price in 1994
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COMPANY REPORTS Issued Date Recommend Target Price
DMC - Restructuring sparks positive changes October 30™, 2015 Accumulate - Intermediate term 49,000
HSG - New investments: The engine of growth October 29%, 2015 Accumulate — Long term 52,500
KSB - Rock-solid foothold in the construction stone October 28", 2015 Buy - Intermediate term 38,400
HHS - Riding on a rough road October 28", 2015 Neutral - Short term 20,100
PVT - Upside potential outweighs short-term risks October 20™, 2015 Buy - Long-term 15,900

Please find more information at http.//www.vdsc.com.vn/en/companyReport.rv?categoryld=302

FUND CERTIFICATION INFORMATION

Fund name Trading Subscription Fee  Redemption Fee (% NAYV per unit at NAY per unit last Change in NAV
Day (% of trading of trading value) valuation date valuation date
value)
VFF 20/10/2015 0% -0.75% 0% - 2.5% 12,030 11,946 0.70%
VEOF 20/10/2015 0% - 0.75% 0% - 2.5% 10,558 10,473 0.81%
VF1 28/10/2015 0.2% - 1% 0.5%-1.5% 23,992 23,909 0.34%
VF4 28/10/2015 0.2% - 1% 0%-1.5% 10,788 10,747 0.38%
VFA 22/10/2015 0.2% - 1% 0%-1.5% 7,438 7,488 -0.67%
VFB 22/10/2015 0.3% - 0.6% 0%-1% 12,421 12,409 0.10%
ENF 23/10/2015 0% - 3% 0% 11,963 11,943 0.17%
MBVF 22/10/2015 1% 0%-1% 11,000 10,965 0.32%
MBBF 28/10/2015 0%-0.5% 0%-1% 12,438 12,445 -0.06%
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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. J
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