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PHU MY FERTILIZER (DPM — HSX)

ACCUMULATE

Handsome dividend makes investment appeal DPM (VND) 41,200
Target Price (VND) 45,600

Q3 results went down due to the maintenance of Phu My factory. As we have Investment Period Intermediate

mentioned in our previous update, that fact the Phu My factory closed for 25-day

maintenance led to a 20-percent decrease in DPM’s Q3 output to about 159,000 tons. In

addition, Q3 revenue also declined 44% from the previous year because of the Stock Info

termination of the distribution contract with Ca Mau Fertilizer. Besides, the downtrend Sector Chemical

in selling prices c'reated by stiff competition in domestic market also affected DPM s Market Cap (VND bn) 15,691

revenue and profit such that Q3 NPAT approached our forecast at only VND 365 billion,

. , . Shares O/S 379,934,260

down 34% over the same period last year. Up to the end of September, DPM'’s net profit

was reported VND 1,958 billion (-22% from a year earlier). Beta 065
Free float (%) 33.6

Great pressure from eased export duty by China. As a recurring practice in the past 52 weeks High 43,300

several years, China cut the rate of export duty on fertilizers in the period between July 52 weeks Low 30,500

1** and October 31*. What concerns us the most is that this time, the rate was driven _ _ _

down to a mere 2% in compare with 7% last year (applicable when export prices are Avg. Daily Volume (in 20 sessions) 365,843

lower than the standard price). The act greatly affected the sales of domestic v

s MPrice M Volume

200000

manufacturers in that it gives merchants an incentive to increase their stockings from a
supply of lower price. Statistics showed that the volume of urea imported to Vietnam in
the 10-month period ending in October was 684.000 tons, up 52% yoy. October alone gw
saw 138,000 tons of urea crossing the border, up by dramatic 98% from the previous
year. With such low price inventory, it is nearly impossible for selling price to bounce
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back in Q4 even though this is the preparation period for the Winter-Spring crop. We
think that Q4 volume may remain flat from a year ago at about 200,000 tons thanks to a
steady demand. However, as selling price is now a downward pressure, the net profit for
DPM should decline by another 13% to VND 456 billion, which leaves whole-year profit
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at an estimated VND 2,414 billion. Peformance (%)

Particulars (VND bn) 3QFY13 2QFY13 % Chg. (qog) 3QFY12 % Chg. (yoy) 3m v 3Y
Net revenue 1,902.3 32159 1% 33741 -44% oPm 27 300 296
NPAT 365.1 888.6 -59% 555.8 -34% Chemical 00 218 n/a
EBIT 436.1 1,0369 -58% 7295 -40% VN30Index 70 232 n/a
EBIT margin 22.9% 32.2% -932bps 21.6% 131bps VN Index L 288 0.2

Source: DPM Financial statement, RongViet Securities’ compilation and estimates

Major Shareholders (%)

Depressed profits seen for 2014. The biggest obstacle to DPM'’s profitability in coming

Petro Vietnam 61.4
years still mainly concerns their selling price. In our opinion, the selling price may not Deutsche Bank AG London 50
recover any time soon given China’s fertilizer export strategy. There have been forecasts Deutsche Bank AG & Deutsche Asset 45
that the overwhelming supply in China may last until 2017 (in the period between 2013 Management (Asia) Ltd
and 2017, up to 55 urea firms will start operating worldwide; of that, 20 is China-based). Foreigner Investor Room (%) 19.5
In addition, by the end of November, the number of fertilizer companies picked up loss
in China has increased 20.6% and the aggregate loss value has also expanded 88.7%,

Pham Nhu Ngoc

pushing the total industry profit down 31.4% from the previous year. To handle the
situation, China is now drawing up the “2014 fertilizer export tarrif scheme”, which raises
concerns over large cuts in tariff rate during high season.
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We believe that the change in tax rate will allow China fertilizer manufacturers for more advantages by
comparison. Low export tariffs and production cost (China urea plants use coal as their chief input
instead of gas as in develop countries) should continue to suppress urea prices in both the world’s
market and in their home country price.

In 2014, DPM'’s profits may be under the negative effect of an assumed 5-percent decrease in selling
prices and a 2-percent in input prices. However, the rebound of volume should make up for effects of
diminished profitability such that revenue and net profit may reach about VND 10,199 billion and VND
2,230 billion, respectively.

Outlook:

High dividend, high attractive for DPM. In October, DPM paid the desirable 25-percent cash dividends.
We believe that another payout rate increase will be brought forth in next AGM given the government’s
intention to raise budget income and the Company’s enormous cash pile (~VND 6,000 billion). Numerous
difficulties as it may face in the coming year, DPM should continue attraction investments thanks to its
lucrative cash dividend.

Exhibit 01: Key financials

Y/E Dec ( VND bn) FY2011 FY2012 9M/FY2013 FY2013E FY2014F
Net Revenues 9,226.5 13,3219 8,002.0 10,264.0 10,199.2
% chg 394 444 -23.5 -23.0 -0.6
PAT 3,104.3 3,016.9 1,958.2 2,403.0 2,230.6
% chg 82.3 -2.8 -21.5 -20.3 -7.2
EBIT margin (%) 33.6 22.6 234 219
ROA (%) 3741 30.4 223 20.1
ROE (%) 43.1 35.1 25.6 224
EPS (VND) 8,288 7,996 6.325 5,870
Adjusted EPS (VND)

Book value (VND) 21,650 23,579 25,734 26,633
Cash dividend (VND) 3,500 4,500 4,500 5,000
P/E (x) 29 4.5 6.5 7.0
P/BV (x) 1.1 1.5 1.6 1.5

Source: DPM Financial statement, RongViet Securities’ compilation and estimates, *As of 10/12/2013
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DISCLAIMERS

BRIEF 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 which 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 NEUTRAL REDUCE SELL
Return Potential
Intermediate- term (up to 6 >20% 10% to 20% -5% to10% -15% to- 5% <-15%
months)
Long-term (over 6 months) >30% 15% to 30% -10% to 15% -15% to -10% <-15%
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, Satra, 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

Network

Headquarter

Address: Floor 1-2-3-4, Viet Dragon Tower, 141 Nguyen Du, Ben Thanh Ward, Dist.1, Tp.HCM
Phone: 84.8 6299 2006 Fax: 84.8 6291 7986

Website: www.vdsc.com.vn
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This report is prepared in order to provide information and analysis to Rong Viet's clients only. It is and should not be construed as an offer to sell or a
solicitation of an offer to purchase of subscribe for any investment. No consideration has been given to the particular investment objectives, financial
situation or particular needs of any recipient. The readers should be aware that Rong Viet may have a conflict of interest with investors when does this
research. Investors are advised make their own financial decisions based on their independent financial advisors as they believe necessary and based on their
particular financial situation and investment objectives. Rong Viet will not take any responsibility for any loss/damages occurred as a result of using the
information herein.

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

The information herein is believed by Rong Viet to be reliable and is based on public sources believed to be reliable. We do not warrant its accuracy or
completeness. Opinions, estimations and projection expressed in this report represent the current views of the author as of the original publication date
appearing on this report only and the information, including the opinions contained herein, are subject to change without notice.

Copyright 2013 Viet Dragon Securities Corporation. This report shall not be copied, reproduced, published or redistributed by any person for any purpose
without the express permission of Rong Viet in writing.
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