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COTECCONS CONSTRUCTION JSC (HSX:CTD) ACCUMULATE

uSafety First” CMP (VND) 142,600
Target Price (VND) 160,100
Cash dividend (VND)* 5,000
(VND bn) Qrfyis Q#fYi7 909 Qrfriz oy *Expected in the next 12 months
Net revenue 4,311 8,968 -52% 4,361 -1%
PAT 290 462 37% 301 3% Stock Info
EBIT 150 446 -66% 375 -60% Sector Construction &
Materials
EBIT margin 3.5% 5.0% -149bps 8.6% -512bps Market Cap (VND billion) 9636
Source: CTD, RongViet Securities Current Shares O/S 65,507,000
2018 AGM update: Raising 2017 dividend and 2018 guidance fgsgl(?:;;y Volume (in 20 316,195
e Cash dividend for 2017 is revised from VND 3,000 to VND 5,000 per share. Free float (%) 83.3
e 2018 guidance was raised at the AGM but yet offers no growth due to limited backlog 52 weeks High 239,000
and rising labor costs. 52 weeks Low 122,000
e CTD expects construction demand growth to slow down due to restricted supportive Beta 0.58
policies granted real estate market companies. FY2017  Current
Valuation and Recommendation: EPS 20436 20,255
EPS Growth (%) -2.19 -4.88
Despite struggling with growth, CTD is able to remain the leading construction contractor Diluted EPS 20,436 20,255
in Vietnam. Its superior construction capacity and financial health compared to its rivals P/E 11.08 796
have proven valuable. CTD is improving its internal strength by improving construction P/B 237 150
technology instead of engaging in price competition. In 2018, CTD's performance may EV/EBITDA 6.79 e
stay flat or even decline. This is in line with the management’s perceptions of the risks in Cash dividend yield (%) 9o 351
the housing market, increasing competition and changes in wage policies. We like the ROE (%) 53.19 2197
strategy of focusing on capacity, winning large and complex bids to maintain its
reputation rather than giving up profitability to achieve short-term revenue growth. Cash Price performance
flow management and zero debt level are strong considerations to hold the stock at this 300 e Volume RHS) price (LH5) 5

point.

Raising cash dividends at the AGM was an example of the company’s healthy financial 1000

conditions.

500
RongViet Securities has a CTD share value at VND 160,100, 12.3% higher than the closing

price on June 1, 2018. We recommend ACCUMULATING the stock. The target price was
revised down from the 2018 Strategic Report published in February to reflect the long- 06/17 09/17 12/17 03/18
term growth prospects of the business in the context of a declining growth in
construction demand. Investors should also bear in mind that CTD’s share price has

Major Shareholders (%)

fallen nearly 40% since the beginning of the year. Therefore, we also recommend KUSTOSHEM 178
considering the downside pressure caused by unfavorable news on the stock. Thanh Cong Com&nv Ltd. 179
Indochina 7.0
Foreign ownership room (%) 8.8

Trinh Nguyen

(084) 028- 6299 2006 - Ext 1331
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Exhibit 1: Q1/2018 Results

(VND bn) Q1-FY18 Q4-FY17 +/-(qoq) Q1-FY17 +/-(yoy)
Net revenue 4,311 8,968 -51.9% 4,361 -1.1%
Gross profit 286 569 -49.8% 382 -25.2%
SG&A 136 123 10.1% 95 43.1%
Operating income 150 446 -66.3% 287 -47.7%
EBITDA 175 469 -62.8% 389 -55.1%
EBIT 150 446 -66.3% 375 -60.0%
Financial expenses - 0 - -
- Interest Expenses - - - - -
Dep. and amortization 25 23 7.4% 14 75.3%
Non-recurring items (*)
Extraordinary items (¥)
PBT 348 571 -39.1% 375 -7.3%
PAT 290 462 -37.2% 301 -3.5%
(*) Adjusted PAT 290 462 -37.2% 301 -3.5%
Source: CTD, RongViet Securities
Exhibit 2: Q1/2018 Performance Analysis
Particulars Q1-FY18 Q4-FY17 +/-(qogq) Q1-FY17 +/-(yoy)
Profitability Ratios (%)
Gross Margin 6.6% 6.3% 28bps 8.8% -213bps
EBITDA Margin 4.1% 5.2% -118bps 8.9% -487bps
EBIT Margin 3.5% 5.0% -149bps 8.6% -512bps
Net Margin 6.7% 5.2% 158bps 6.9% -16bps
Adjusted Net Margin 6.7% 5.2% 158bps 6.9% -16bps
Turnover *(x)
-Inventories 7.7 19.0 -11.2 12.7 -4.9
-Receivables 3.0 6.5 -3.5 5.0 -2.1
-Payables 2.1 4.6 -2.4 3.1 (1.0)
Leverage (%)
Total Debt/ Equity 88.6% 119.0% -3,041bps 76.0% 1,257bps
Source: CTD, (*) Annualized turnover
Exhibit 3: Q2/2018 Performance Forecast
Particulars (VND bn) +/-qoq +/-yoy
Revenue 58% 10%
Gross profit 68% -3%
EBIT 149% -8%
NPAT 28% -10%

Source: CTD, RongViet Securities

Please refer to important disclosures at the end of this report
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Updates:
2018 Potential: Remaining powerful despite sluggish growth

CTD is able to maintain its leading position in the construction industry, illustrated by various projects of over VND 2,000 billion. Additionally,
the company is focusing on improving internal strength with Design & Build and BIM applications, which is one of the important strategies
to increase the market power and credibility towards clients.

Forecasting flat revenues and lower netincome, CTD's management said that the company would participate in selective large and complex
projects. As a result, new signings in the early months of 2018 decreased over the same period last year. Moreover, increasing social insurance
costs for workers is the main reason for the decrease in the net profit target for 2018.

CTD is expected to maintain its net working capital on a neutral level and to spend on R&D and training to increase competitiveness while
keeping borrowings at zero. The company has a vast cash stash. This an absolute strength in terms of financial health compared to the entire
domestic construction industry.

2018 guidance was revised up at the AGM, but the new guidance still means no growth

A Previous 2018 Revised 2018
(VND billion) i Yoy growth i e Yoy growth
Revenue 27,153 27,200 0% 28,000 3%
NPAT 1,653 1,400 -15% 1,500 -9%

CTD's backlog at the end of 2017 was VND 22,802 billion, 15% lower YoY. New signings in the first five months of 2018 were reported at the
AGM to be lower than the same period last year. We estimated that CTD's backlog at the end of Q1/2018 could have even decreased more
than 15% YoY. CTD's backlog was at VND 31,500 billion at the end of Q1/2017, record high thanks to many new contracts signed during the
quarter. The slow in new jobs indicates that the demand for civil construction in Vietnam might be reaching its peak, creating a critical
obstacle to the company’s development as a general contractor.

Efforts are made to maintain its leading position in the construction industry:

Gaining clients’ loyalty. 70% of Coteccons' work comes from existing clients. In addition, Coteccons' participation is said to facilitate the
developers by offering higher housing price than neighboring projects. CTD is then likely to win the next bid from the same developer. Thus,
by working with well-known developers who have large land banks such as Vingroup (HSX: VIC) and Sun Group, Coteccons can enjoy new
jobs brought by these multi-project owners.

Maintaining the proportion of Design & Build jobs at nearly 40%.

The Design & Build model allows the developer to have a single contractor for design and construction. This provides benefits for both the
project owner and the contractor, which are a shortened construction duration and an opportunity for the contractor to prove its strength
and to create a good reputation.

Improving construction capacity by applying BIM (Building Information Modeling).

This model was developed in the 1970s and applied since 1985 in numerous developed countries, but it was not until the 21st century, that
this mode was globally expanded. Superior to the traditional design of two-dimensional technical drawings, BIM not only shows the project
in 3D (length, width and depth) but also in 4D (time) and 5D (cost). As such, BIM is an information sharing system among the design team,
the construction team, subcontractors and developers, which is of great importance in complicated projects. According to management,
the application of BIM in the Landmark 81 project (Vinhomes Tan Cang) was one of the crucial factors that enabled the general contractor
to finish the project 45 days earlier than scheduled.

Changes in our projection and target price reflect the long-term growth potential of the business in the context of changes in
demand for civil construction.

Compared with the latest CTD Result Update Report, we have changed some projections to reflect CTD's expectations:

Please refer to important disclosures at the end of this report 3
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Revenue growth is significantly lower than that during 2013-2017. CTD achieved double-digit revenue CAGR of 45% in the last five years but
based on its revenue growth guidance of only 3% for 2018, we project that CTD's revenue growth for the next five years will decline strongly.
We forecast that CTD's construction activity will achieve zero growth during 2019-2022, while consolidated revenue will grow at a minimum
rate due to office leasing revenue.

Gross profit margin is going to decline. CTD is enjoying a higher gross profit margin than other companies in the industry are. However, the
company said that gross margin will be reduced due to changes in the Social Insurance policy, leading to higher COGS as Coteccons group
is managing a technical staff of up to 2,250 engineers.

We use a lower P/E ratio to reflect the risk of holding CTD shares. Compared to the target price determined in our 2018 Strategic Report using a
P/E of 10x, we now determine that the correct P/E ratio should be 8.5x.

CTD does not increase the foreign ownership limit to 60%.

Merging related companies into the group was proposed at the AGM to eliminate conflicts of interest between shareholders of the
parent company and related parties. Whereas it was not approved as a resolution, CTD’s management announced they would propose a
plan at the nearest shareholders' meeting. The merger target is Ricons Construction, of which CTD currently holds 14.9%.

Please refer to important disclosures at the end of this report 4
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VND billion
INCOME STATEMENT FY2016 FY2017 FY2018F FY2019F
Revenue 20,783 27,153 28,506 28,519
COGS 18,983 25,137 26,492 26,531
Gross profit 1,799 2,016 2,013 1,988
Selling Expense 2 0 0 0
G&A Expense 297 395 449 427
Finance Income 170 325 307 338
Finance Expense 0 0 0 0
Other profits 60 82 62 46
PBT 1,763 2,061 1,949 1,961
Prov. of Tax 341 408 390 387
Minority’s Interest 0 0 0 0
PAT to Equity S/H 1,422 1,653 1,559 1,574
EBIT 1,500 1,622 1,564 1,561
EBITDA 1,554 1,701 1,661 1,790

%

FINANCIAL RATIO FY2016 FY2017 FY2018F FY2019F
Growth (%)
Revenue 79.1 52.0 304 24.7
Operating Income 111.2 95.7 233 284
EBITDA 119.5 100.3 24.5 27.9
PAT 103.5 113.5 25.8 24.0
Total Assets 60.7 50.2 19.6 233
Equity 28.3 92.2 20.2 223
Profitability (%)
Gross margin 8.1 8.7 8.5 8.6
EBITDA margin 5.8 7.5 7.1 73
EBIT margin 5.5 7.2 6.9 7.1
Net margin 4.9 6.8 6.6 6.6
ROA 8.5 12.1 12.7 12.8
ROE 20.5 22.8 239 242
Efficiency
Receivable Turnover 52 6.0 5.9 5.9
Inventory Turnover 11.9 15.3 14.3 12.0
Payable Turnover 2.8 35 38 38
Liquidity
Current 1.4 1.8 1.8 1.8
Finance Structure (%)
Total Debt/Equity 0.0 0.0 0.0 0.0
Current Debt/Equity 0.0 0.0 0.0 0.0
Long-term Debt/Equity 0.0 0.0 0.0 0.0

VND billion

BALANCE SHEET FY2016 FY2017 FY2018F FY2019F
Cash and cash equivalents 1,997 3,311 3,405 2,380
Short-term investments 2,675 2,479 1,983 2,280
Accounts receivable 3,484 6,480 6,835 6,838
Inventories 1,241 1,874 1,854 2,211
Other current assets 547 321 300 330
Property, plant & equipment 589 723 2,167 3,478
Acquired intangible assets 92 94 93 92
Long-term investments 715 377 393 409
Other non-current assets 401 355 372 391
Total assets 11,741 16,014 17,404 18,410
Accounts payable 5,393 8,527 8917 8,928
Short-term borrowings 0 0 0 0
Long-term borrowings 0 0 0 0
Other non-current liabilities 12 11 12 13
Bonus and Welfare fund 102 169 74 75
Technology-science, dev. fund 0 0 0 0
Total liabilities 5,507 8,707 9,003 9,016
Common stock and APIC 3,729 3,729 3,832 3,832
Treasury stock (enter as -) -2 -23 -23 -23
Retained earnings 1,435 1,741 1,719 1,689
Other comprehensive income 0 0 0 0
Inv. and Dev. Fund 1,071 1,859 2,872 3,896
Total equity 6,234 7,307 8,400 9,393
Minority Interest 0 0 0 0
VALUATION RATIO FY2016 FY2017 FY2018F FY2019F
EPS (dong) 15,962 18,620 17,361 17,530
P/E (x) 9.9 8.5 8.2 8.1
BV (dong) 80,904 94,830 105987 118518
P/B (x) 23 1.9 13 1.2
DPS (dong/cp) 5,500 5,000 5,000 5,000
Dividend yield (%) 3.01% 2.74% 3.51% 3.51%
VALUATION MODEL Price Weight Average
FCFF 171,559 50% 85,779
PE 148,698 50% 74,349
Target price (dong) 160,100
VALUATION HISTORY Price Recommendation Period
15/03/2017 237,700 Accumulate Long term
31/07/2017 251,200 Accumulate Long term
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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 2007. 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 man power 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.

Please refer to important disclosures at the end of this report 6
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ANALYSIS & INVESTMENT ADVISORY DEPARTMENT

Bernard Lapointe Lam Nguyen Hieu Nguyen Duong Lai
Head of Research Senior Strategist Senior Analyst Senior Analyst
bernard.lapointe@vdsc.com.vn lam.ntp@vdsc.com.vn hieu.nd@vdsc.com.vn duong.ld@vdsc.com.vn
+ 84 28 62992006 (1525) + 8428 6299 2006 (1313) + 84 28 6299 2006 (1514) + 84 28 6299 2006 (1522)
e Banking o Market Strategy o Real Estate
e Conglomerates e Pharmaceuticals o Building Materials
e Aviation
Vu Tran Trinh Nguyen Quang Vo Son Phan
Senior Analyst Analyst Analyst Analyst
vu.thx@vdsc.com.vn trinh.nh@vdsc.com.vn quang.vv@vdsc.com.vn son.pnt@vdsc.com.vn
+ 84 28 6299 2006 (1518) + 84 28 6299 2006 (1331) + 84 28 6299 2006 (1517) + 84 28 6299 2006 (1519)
e Oil & Gas o Steel o Market Strategy o Utilities

e Food & Beverage

e Construction
e Technology

e Basic Materials
e Personal Goods

o Natural Rubber

TuVu Son Tran Thuy Nguyen Tung Do
Analyst Analyst Analyst Analyst
tu.va@vdsc.com.vn son.tt@vdsc.com.vn thuy.nb@vdsc.com.vn tung.dt@vdsc.com.vn
+ 84286299 2006 (1511) + 84 28 6299 2006 (1527) + 84 28 6299 2006 (1528) + 8428 6299 2006 (1521)
e Macroeconomics o Market Strategy e Macroeconomics e Logistics
o Retails e Aviation
e Consumer chemicals
Thu Pham Thao Dang Tam Pham Anh Nguyen
Analyst Analyst Analyst Analyst
thu.pa@vdsc.com.vn thao.dtp@vdsc.com.vn tam.ptt@vdsc.com.vn anh2.ntt@vdsc.com.vn
+ 84 28 6299 2006 (1520) + 84 28 6299 2006 (1529) + 84 28 6299 2006 (1530) + 8428 6299 2006 (1531)
o Industrial Real Estate e Food & Beverage e Fishery e Banking

HaTran

Assistant
ha.ttn@vdsc.com.vn
+84 286299 2006 (1526)
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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 2017 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”).

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 Rosenblatt Securities Inc., 40 Wall Street 59th Floor, New York, NY 10005, a registered broker dealer in the United States. Under no
circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through VDSC. Rosenblatt Securities
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.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may
not be an associated person of Rosenblatt Securities 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.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,’” as determined in accordance with Section 13(d) of the Exchange Act, 1% or more of any of the equity
securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers, 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. Rosenblatt Securities Inc. is not aware of any material conflict of
interest as of the date of this publication.

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past 12 months, nor received
compensation for investment banking services from the subject company in the past 12 months, neither does it or any affiliate expect to receive, or intends to seek
compensation for investment banking services from the subject company in the next 3 months.

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.
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