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CONSTRUCTION INDUSTRY - REVIEW

Cooling down

Figure 1: Industry growth

120% A * Construction value growth slowed down to 7.9% in 6M2019, directly affected
° ® GDP growth construction contractors’ revenue growth.

100% » Civil construction activities might have been the most affected due to slow

Construction progress of new project approvals in large urban areas. CTD, the most well-known

industry growth general contractor for residential projects saw a drop of 20% in 6M2019 revenue.
HBC also experienced slowdown in 6M revenue growth.
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Source: GSO, RongViet Securities compiled
(*) PC1’s revenue growth is calculated using Construction segment’s revenue




CONSTRUCTION INDUSTRY - REVIEW

Expecting an improvement in the intermediate term

2H2019 can be more promising for the civil construction segment as feasible measures are being taken to tackle the delay problems in large cities.

Drastic measures are being taken to resume progress at delayed/slow projects in the urban areas, leaded by HCMC.

A growing population with a blooming middle-income group will require an increasing supply of housing in the future. Therefore, we believe that the long-term

potential remains ample for the construction industry.

Disbursement from the public and foreign sectors are predicted to keep stable, supporting the overall construction demand

The Vietnamese government targets to disburse VND 420 trillion in 2019, 32% of which was done in the first half. Therefore, there is a motivation to boost progress in

2019.

Registered FDI reached USD 35.8 billion in 2018, which is also an important factor in the future construction demand.

The global trend of moving production plants to South East Asia is going to benefit Vietnamese’s reputable construction contractors.

Figure 2: Public disbursement on infrastructure (VND trillion)
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Figure 3: FDI disbursement (USD million)
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CONSTRUCTION INDUSTRY - REVIEW

Industry comparables (TTM)

Return on

Sales Growth EBITDA EBITDA Margin Operating . Net Income Net Pr(')fit Capex/Sales Invested Return on Returrl on
(%) Growth (%) Income Margin| Growth (%) Margin (%) Capital Assets Equity
CTD -11.2 -34.7 4.1 3.7 -333 4.2 0.5 9.5 7.1 13.4
HBC 10.9 -11.9 6.2 4.9 -334 2.6 1.6 8.5 33 16.0
PC1 34.0 14.4 13.7 1.1 4.0 7.3 10.5 2.0 5.6 13.2
TV2 94.7 -28.3 8.0 7.3 -30.3 7.2 1.2 255 11.6 345
DPG 11.5 16.9 244 18.7 -12.7 8.8 60.2 7.4 3.2 19.6
FCN 16.0 15.9 1.4 9.1 -7.7 5.2 8.1 3.7 3.5 8.6
TV4 23.1 53.7 8.7 7.5 18.5 11.3 0.3 7.9 10.4 15.0
TV3 4.9 -3.8 6.3 5.0 -5.6 4.5 0.5 13.3 6.8 16.4
TA9 -28.2 -16.2 6.2 33 -27.3 1.8 0.5 6.4 1.5 16.3

Source: Bloomberg, RongViet Securities



PC1 - ROBUST POWER CONSTRUCTION ACTIVITIES BUY +60%

INVESTMENT RATIONALES CMP (VND) 16,800
«  Market leader in the power construction industry, which is still growing quickly. Target price (VND) 26,800
0 PC1isamong the largest beneficiary of the 500kV grid No 3.
0 EVNis pushing progress at the grid project to finish by March 2020.
. o . . - T N STOCKINFO
* Increasing contribution from hydropower helps improve its stability and profitability considering .
Sector Construction
PC1’s adherence to timeline. Market Cap (& mn) 1193
O 4 operating hydropower plants, 3 under construction. Current Shares O/S (mn shares) 1593
0 Higher contribution will be seen in 2020 because of new capacity (162 MW in 2019, 268 MW in 3M Avg. Volume (K) 141.9
Foreign Ownership (%) 38.0

* Real estate segment will contribute to 2020 growth.
State Ownership (%) ;

0 2019 is going to be low-based while 2020-2021 will see two project handovers, PCC1 Thanh

Xuan & PCC1 Vinh Hung, contributing VND 659 and 887 billion in revenue, accompanied by high FORECAST 2017A | 2018A | 2019F = 2020F
. Revenue 3,161 5,084 6,197 6,018
gross margin.
Growth (%) 5.1 60.9 21.9 -2.9
e Stock price is underperforming despite stable core business. NPATMI 237 467 407 476
0 P/E was lowest during November 2018 (5.8x) Growth (%) 223 97.1 -12.8 17.0
0 Average P/E since listing is 11x ROA (%) 7.8 4.8 7.3 5.2
ROE (%) 14.8 9.1 15.0 11.6
RISKS TO OUR CALLS X
EPS (VND) 1,402 2,908 2,397 2,805
. EVN’s disbursement can affect PC1’s business results and cash flows. Book Value (VND) 17579 20429 22906 25804
. PC1’s hydropower plants’ performance is dependent on weather conditions. Cash dividend (VND) 0 0 0 0
«  The first solar power plant has a significantly larger size compared to HPPs, but contribution into PC1’s P/E (x) 14.7 7.1 7.0 58
P/B (x) 1.1 1.0 0.7

earnings depends on the government’s policy to solar energy.

. Residential projects have risks regarding procedures and progress.
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Figure 1: TH 2019 revenue and NPATMI (VND bn) Figure 2: Revenue contribution (VND bn)
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EVN's strong disbursement was the major factor Figure 3: Gross profit contribution (VND bn)
500 9
0 Construction and manufacturing revenue doubled in TH2019 yoy. e
400
0 Progress at 500kV No.3 is being boosted, favoring PC1’s growth in 2019. 300 199
Power generation contributed a solid part owing to stable gross margin 200 24 4
0 New hydropower plants, Mong An and Bao Lac B grew the segment’s revenue 100
by 11%. 0
Cons.&Manu. Trading Real estates  Electricity Others

0 Gross margin stabilized at 67%, the highest among PC1’s business segments.

Source: PC1, Rong Viet Securities
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PC1 - Making ways for 2020 growth

Figure 4: Revenue forecast (VND bn
9 ( ) Construction activities might slow down in 2020, but can be compensated

m Construction ® Manu.fa_cturing Trading Leasing by real estate and electricity revenue
7,000,000 Real estate sales I Electricity Others
6.000.000 0 Construction revenue will reduce by 29%, manufacturing will also decrease by
0 : : :
5,000,000 17% yoy in 2020 as 500kV grid No.3 concludes in March 2020.
4,000,000 Electricity generation gradually becomes the major contributor into PC1’s
3,000,000 profit
2,000,000 . T . . . .
0 Higher contribution will be seen in 2020 because of new capacity (162 MW in

1,000,000 2019, 268 MW in 2020, 329 MW in 2023)

2018 2019F 2020F 2021F 0 The segment is forecasted to contribute 20% revenue and 50% gross profit in

2023

Source: Rong Viet Securities

Figure 5: Gross profit forecast (VND bn) .
2020 bottom-line growth comes from the real estate segment
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CTD - CORPORATE GOVERNANCE SHROUDS STRONG FINANCIALS N/A

INVESTMENT RATIONALES CMP (VND) 102,000
* Nevertheless, CTD remains the leadership in the domestic civil construction market. Target price (VND) N/A

0 CTD’s well-perceived reputation allows the company to win large bids from credible

developers.
STOCK INFO
0 The Coteccons Group (including Ricons) can expand their activities towards office Sector CeEEEn
buildings, factories, resorts and hotels to diversify from the housing market. Market Cap ($ mn) 334
. e - . Current Shares O/S (mn shares 76
0 C(TDis able to maintain its backlog over USD 1 billion, one of the largest among rivals. ( )
3M Avg. Volume (K) 252
* CTDis the only listed construction contractor to have zero debts. 3M Avg. Trading Value (VND Bn) 29
0 (CTD has zero debts, abundant cash hoard and strong operating cash inflows. It is able to Foreign Ownership (%) 49.0
i [0)
pay annual cash dividends around VND 5,000 per share, which very few companies in SEEIONTIE R ) 0.0
the same industry can achieve. FINANCIALS 2015A 2016A 2017A 2018A
0 Ricons has the same financing structure. SSNEnee i | 2ol || S | S
Growth (%) 30.8 5.1 53 29
RISKS TO OUR CALLS NPATMI 1,653 1,510 1,546 1,591
* Recent conflicts between board members led to corporate governance risk. Growth (%) 16.2 -8.6 2.4 2.9
. L o - ROA (% 12.0 9.2 9.0 8.6
0 The unexpectedly turned down resolution to merge with Ricons (15% affiliate) tensed up o
ROE (%) 24.4 19.8 18.6 16.8
the conflict. EPS (VND) 20367 5247 17,633 18,138
0 Similar issues happened in the past at CTD. Therefore, investors should also be Book Value (VND) 94,830 101,621 120,888 132,500
concerned on future reoccurrence. Cash dividend (VND) 4,125 4,125 5,000 5,000
) ) ) ) ) P/E (x) 5.0 5.6 5.8 5.6
. CTD’s performance is slow since many large projects at prime locations got suspended. P/B () 5 T 08 08

0 The situation is not for the company to control, thus is one of the major concerns. “




CTD - TH2019 slowed down due to the housing market

Figure 1: TH 2019 revenue (LHS) and Gross profit & NPATMI (RHS) in VND bn

Net revenue =O=Gross profit PAT
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Source: CTD, Rong Viet Securities

1H2019 performance slowed down due to delayed projects

0 Revenue went down by 20%, NPAT went down by 56% since ~30% projects were
suspended/slow (updated May 2019).

0 Profitability has been on a downward trend because of competition and pressure
from real estate developers.

CTD is trying to diversify from the housing market

0 Revenue from the residential segment reduced slightly in terms of proportion.
However, the increase in commercial, hotel & resorts construction did not manage
to offset the decrease in revenue.
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Figure 2: Gross and net margins
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HBC - 15T PRIORITY REMAINS WORKING CAPITAL MANAGEMENT

INVESTMENT RATIONALES

» HBCis one of the largest general contractor in the domestic construction market.
0 HBC has well-known experience in large, complicated projects and has worked with
numerous prestigious real estate developers.
* HBC has the capacity and mindset to boost revenue growth in the future.
0 We appreciate HBC's effort to expand its geographical market to diversify from the

Vietnamese construction demand.

RISKS TO OUR CALL

* Unhealthy operating cash flows impact financial health.
0 Surging receivables put pressure on working capital. As a result, HBC's net operating
cash flows are often dissimilar to its net profit.
0 HBC’s short and long term borrowings lead to higher interest expense, deteriorating its
bottom-line.
. Real estate business, even though operated by subsidiaries and affiliates, causes HBC to

be more dependent on the real estate market, which is highly cyclical.

N/A
CMP (VND)

Target price (VND)

STOCKINFO
Sector
Market Cap ($ mn)

Current Shares O/S (mn shares)

3M Avg. Volume (K)

3M Avg. Trading Value (VND Bn)

Foreign Ownership (%)

State Ownership (%)

FINANCIALS
Revenue
Growth (%)
NPATMI

Growth (%)

ROA (%)

ROE (%)

EPS (VND)

Book Value (VND)
Cash dividend (VND)
P/E (x)

P/B (x)

2015A
5,078
44.3
83
17.7
1.3

8.1
1,105
14,202

124
1.0

102,000
N/A

Construction
134.8

230.9
2,005.8

304

232

0.0

2016A 2017A 2018A
10,766 16,037 18,299
112.0 49.0 14.1
567 859 630
579.3 51.5 -26.7
6.1 6.8 4.2
39.0 40.0 234
5,941 6,617 2,815
16937 17,316 13,850

1,000 500 300
2.3 2.1 4.3
0.8 0.8 1.0
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HBC - TH2019 saw revenue growing but NPAT remained under pressure S
Figure 1: TH 2019 revenue (LHS) and gross profit & NPATMI (RHS) in VND bn Figure 2: Gross and net margins
Net revenue —O—Gross profit —O—PAT ~O—Gross margin Net margin
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Source: HBC, Rong Viet Securities Source: HBC, Rong Viet Securities

1H2019 saw revenue growing but NPAT remained under pressure Figure 3: Annual cash flows

m Net Operating CFs Net Investing CFs ~ m Net Financing CFs

0 HBC was among very few firms in the industry able to grow its revenue by 10%. In 1,500
contrast, NPAT continued to decline because of lowered profitability. 1,000
It should be re-emphasized that HBC’s major issue is cash flow management 500 I
P HBC k I It f bles. Th ) N . —
o] essu'res on S wot ing capltfa\ resu t’ r?m mc'reasmg receivables. The issue ”m ) » 201!
has existed for a long time, affecting HBC’s financial strengths. (500)
(1,000)

0 Without a matching increase in payables, HBC has to borrow from banks, which

means higher interest expense and lower net profit. (1,500)
Source: HBC, Rong Viet Securities



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 solicitati

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 th

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 2019 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

This is 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 thi

should do so only through Tellimer Markets, Inc., located at 575 Fifth Avenue, 27th Floor, New York, NY 10017. A representative of Tellimer Markets, Inc. is contactable on +1

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.
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