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Pymepharco Joint Stock Company (HSX: PME)

Heightened standards, strengthened position

Particulars (VND B) 3Q-FY19 2Q-FY19 +/-QoQ 3Q-FY18 +-YoY

Net revenue 454 465 -2% 403 13%
PAT 74 81 -8% 71 5%
EBIT 92 98 -6% 86 7%
EBIT margin 20.3% 21.1% -80 bps 21.5% -110 bps

Source: PME, Rong Viet Securities
3Q 2019 results:

e  9M revenue increased 8% YoY, in which sales of finished goods surged 17%. PME’s
sales in trading goods will gradually decrease to none. In 9M, trading goods sales
decreased 65% YoY and accounted only for 3.6% of total sales.

e 9M PBT reached VND 280 bn, -1.7% YoY as: (1) EBIT margins went down due to
increase in marketing & promotion expenses and (2) Financial income decreased YoY,
after PME disbursed all of its bank deposits to finance a new factory.

e In9M, PME fulfilled 70% of its revenue and PBT target for 2019.
Prospects for the coming years:

e The new non-beta capsule factory, expected to receive EU-GMP in early 2Q/2020, will
strengthen PME’s abilities to bid into the ETC channel for high-quality non-beta drugs
as well as distribute via the OTC channel.

e  Circular 15's reclassification of bid tiers will mitigate the competition in drug tier 1 and
2. We expect that the transition from foreign drugs to domestic ones will progress
faster and will benefit domestic companies that have high standard factories such as
PME.

e  More products transferred from Stada Group (a German pharmaceutical company),
especially after Stada’s divestment from Stada Vietnam JV in 2021.

Valuation and recommendation:

When the non-beta factory is approved for EU-GMP in early 2Q next year, PME will be the first one
in Vietnam to have 3 EU-GMP plants. Along with the strengths in the ETC channel and beneficial
changes in government’s policies to favor domestic drugs, PME’s potential in the coming years is
very promising. We forecast PME to have revenue and NPAT CAGR of 10% and 15% over the next
5years, starting from 2020.

We also expect Stada to transfer more products to PME after increasing its ownership in PME and
divesting from Stada Vietnam JV, thereby increasing PME's capacity in the high-quality drug
segment which is now dominated by foreign drugs.

PME is trading at a trailing P/E of 13x, lower than the average of 15x of its peers. The reason may
come from the stock’s low liquidity and not positive short-term business results. Considering the
long-term prospects and advantages of the company in the industry; we have a POSITIVE
rating on the stock.
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Exhibit 1: 3Q 2019 results

Particulars (VND B) 3Q-FY19 2Q-FY19 +/-(QoQ) 3Q-FY18 +/-(YoY)
Net revenue 454 465 -2.3% 403 12.8%
Gross profit 221 230 -3.7% 191 15.8%
SG&A 129 132 -2.0% 105 23.0%
Operating income 92 98 -6.0% 86 7.0%
EBITDA 104 109 -5.2% 98 5.3%
EBIT 92 98 -6.0% 86 7.0%
Financial expenses 2 2 -19.3% 3 -35.5%
- Interest Expenses -1 1 -200.0% -
Dep. and amortization 11 11 1.7% 12 -6.4%
Non-recurring items (*)
Extraordinary items (¥)
PBT 93 101 -7.9% 89 4.7%
PAT 74 81 -7.9% 71 4.6%
(*) Adjusted PAT 74 81 -7.9% 71 4.6%
Source: PME, Rong Viet Securities
Exhibit 2: 3Q 2019 performance analysis
Particulars 3Q-FY19 2Q-FY19 +/-(QoQ) 3Q-FY18 +/-(YoY)
Profitability ratios (%)
Gross margin 48.8 495 -71 bps 475 +125 bps
EBITDA margin 22.8 23.5 -71 bps 24.4 -160 bps
EBIT margin 203 21.1 -80 bps 21.5 -111 bps
Net margin 16.3 173 -99 bps 17.6 -128 bps
Adjusted net margin
Turnover (x) 2 1.9 -0.2 2.1 -0.4
-Inventories 2.6 25 0.1 25 0.1
-Receivables 3 3.1 -0.6 2.7 -0.2
-Payables
Leverage (%) 215 22.0 -50 bps 18.6 +280 bps
Total debt/ equity 488 49.5 -71 bps 475 +125 bps
Source: PME, Rong Viet Securities
Exhibit 3: 4Q 2019 performance forecast
Particulars (VND B) +/- QoQ +/-YoY 2019 forecast % target
Revenue 515 11% 16% 1,843 96%
Gross profit 253 10% 17% 909
EBIT 114 9% 26% 389
PBT m 16% 10% 391 98%
Source: Rong Viet Securities.
Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 2
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Update
Sales of finished goods grew strongly again in 9M/2019, marketing & promotion expenses increased

In 9M/2019 revenue only increased by 8% YoY. A direct result from the company's reduction in sales of trading goods while raising the
foreign ownership limit to 100% (according to regulations, pharmaceutical companies that have 51% of foreign ownership are not allowed
to trade drugs). Meanwhile, sales from finished goods increased by 17% YoY (over 19% YoY in 3Q). As a result, gross margin improved by
150 basis points to 49.4% in 9M/2019. Gross profit increased by 11% YoY.

PME began speeding up the construction of the new non-betalactam capsule factory earlier this year, funded by the company's retained
earnings. Therefore, PME's bank deposit was almost disbursed, causing financial income in 9M/2019 (accounting for 8% of PBT in the same
period last year) to decrease by VND 13.5 bn (-59% YoY).

Selling expenses increased by 17.5% YoY, of which marketing and promotion expenses (accounting for 29% of selling expenses) increased
by 53% as the company promoted sales in OTC channel and opened two more branches in Hue and Thai Nguyen.

In the first 9 months, profit before tax decreased by 1.7% YoY, completing 70% of the year plan.
2019-2020 drug bidding: advantages of PME due to the EU-GMP factories

According to the bidding results for 2019-2020, drugs produced in Vietnam only meets 40% of the demand for generic drugs in medical
examination and treatment facilities. The majority of Vietnamese pharmaceutical companies are bidding in Drug Tier 3, 4 and 5, which only
require WHO-GMP standards. Meanwhile, domestic drugs only account for 3% of the winning value for Tier 1 (total value of VND 8,000 bn)
and 50% of the winning value for Tier 2 (total value of VND 4,170 bn) - which are the two categories requiring production facilities having
EU-GMP or PIC/S-GMP standards.

Among listed pharmaceutical companies, only PME and IMP are capable of bidding in Tier 1 and 2. PME is due to deliver of products from
Stada (with export visa to Germany) and can win the Group bid.

Figure 1: Bid winning value by drug Tiers (VND bn) Figure 2: Bidding result of some listed pharmaceutical
companies (VND bn)
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Sources: Drug Administration of Vietnam, Rong Viet Securities Sources: Drug Administration of Vietnam, Rong Viet Securities
* Collected from bidding result in 2019 reported by medical facilities up until
8/27/2019

Both PME's capsule and injection factories have EU-GMP lines. In particular, the capsule workshop that was granted EU-GMP in 2013 is
operating near maximum capacity. The powder injection workshop was granted EU-GMP in early 2018 and is running at ~50%
designed capacity.

The WHO-GMP standard non-beta workshop is currently operating at maximum capacity of 1 billion units/year and will transfer the majority
of its current SKUs to the new EU-GMP plant.

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 3
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Table 1: PMFE’s factories (capacity utilization at 7/30/2019)

Designed capacity/1 Capacity utilization (at
shift/year 7/30/2019)

No Factory Product type

Current factories
1 Capsule factory

+ Betalactam workshop (GMP - EU) 300,000,000 73%
+ Non-betalactam workshop 1 & 2 1,000,000,000 95%
+ Soft capsule workshop 80,000,000 75%
2 Injection factory
+ Cephalosporin powder injection workshop (GMP-EU) 12,000,000 50%
+ Dry injection workshop 5,000,000 26%
+ Liquid injection workshop 24,000,000 21%
New factory
1 Non-Beta Lactam capsule factory (GMP-EU) 1,200,000,000 0%
Source: PME

The draft by the Vietnam Social Insurance on the list of drugs for centralized bidding was submitted in June 2017 proposed to organize
nationwide centralized bidding for 5 common injection antibiotic drugs: Levofloxacin 500mg, Ceftriaxon 1g, Meropenem 500mg / 1g,
Cefepim 1g and Cefoperazon + Sulbactam 500mg + 500mg. PME is producing four of those, except for Levofloxacin. The nationwide bidding
not only requires the winner to meet the price and quality standards but also the ability to supply in bulk. Therefore, high scale of production will be
an advantage for PME.

Although the draft has not been approved yet, we believe that there have been significant changes this year as most of the bidding for these
five active ingredients have been held at the national level. PME’s injection line which was granted EU-GMP from 2018 has started
winning bids for Tier 1 and 2 with rising value compared to the period of 2017-2018 when PME only won bid for Tier 3.

Specifically, during the period of 2017 - 2018, PME's injection drug only won VND 130 bn (Tier 3 and 5). In this year, the company's winning
value for injection drugs increased to VND 520 bn (95% are Tier 1 and 2 drugs), of which VND 280 bn came from the 4 active ingredients
mentioned above.

Table 2: Bid winning value for Ceftriaxon 1g (VND bn) Table 3: Bid winning value for Meropenem 500mg, 1g (VND
bn)
2017 - 2018 2019 - 2020 2017 - 2018 2019 - 2020
Country of Winning Country of Winning Country of Winning Country of Winning
origin value origin value origin value origin value
Patent Othe.r 315 Othe.r 493.1 Patent Othe.r 749.6 Othe.r 13775
drug countries countries drug countries countries
Tier 1 oth Pymepharco 114.8 Tier 1 Othe.r 284.6 Othe.r 3653
er 905 countries countries
countries : Other 172.2
countries ’ Tier 2 Pymepharco 99.6
) ) Other 73.8
Tier2 Vietnam 283 Other 03 countries . Other 03
(Tenamyd) countries countries :
Other Vietnam Tier 3
countries 165 (Tenamyd) 315 Pymepharco 21.0 '
Vietnam 65.6
Tier 3 Vietnam 30.0 Vietnam 16.7 Vietnam 41.0
Tier > Vietnam 05 Vietnam 0.2 Tier 5 Vietnam 5.0 Vietnam 0.8
Total 481.2 656.8 Total 1,176.5 1,909.2
Sources: Drug Administration of Vietnam, Rong Viet Securities Sources: Drug Administration of Vietnam, Rong Viet Securities

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 4
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Table 4: Bid winning value for Cefepim 1g (VND bn)

2017 -2018 2019 -2020
Country of Winning Country of Winning
origin value origin value
Patent
drug
Tier 1 Other 1315 Othe}' 115.9
countries countries
Tier 2 Vietnam
(Tenamyd) 13.2
Pymepharco 29.2
Other
. 8.0
countries
Tier 3 Pymepharco 53
Vietnam 8.1
Vietnam 6.7
Tier 5 Vietnam 0.1
Total 164.8 153.3

Sources: Drug Administration of Vietnam, Rong Viet Securities

Prospect

Table 5: Bid winning value for Cefoperazon + Sulbactam
500mg + 500mg (VND bn)

2017 -2018 2019 -2020
Country of Winning Country of Winning
origin value origin value
Patent Other 207.4 Othe‘r 356.0
drug countries countries
Tier 1 Other
. 1.4
countries
Tier 2
Other 14.5 Pymepharco 36.6
countries
Tier 3 Pymepharco 7.9
Vietnam 8.5
Vietnam 7.1
Tier 5 Vietnam 0.7 Vietnam 0.5
Total 239 401.6

Sources: Drug Administration of Vietnam, Rong Viet Securities

Benefiting from the development of the pharmaceutical industry. The Government's orientation is to reduce healthcare costs by
promoting social insurance and replacing foreign drugs by qualified domestic drugs, while controlling the abuse of prescription drugs and
unauthorized drugs in the OTC channel. Thus, the ETC channel (currently accounting for 75% of total pharmaceutical revenue) is forecasted
to have a higher growth than that of the OTC channel. Patent-expired drugs are also being gradually replaced by cheaper and functional
equivalent generic drugs. This trend will allow domestic generic drug manufacturers who have qualified products to replace foreign
drugs and will have advantages in the ETC channel. PME will benefit first.

*Compared to foreign drugs, manufacturing cost in Vietnam are cheaper for the same standards, the result of cheaper labor costs, lower
construction costs and lower factory operating costs than in developed countries.

Figure 3: Forecast of pharmaceutical sales (USD bn) and the
percentage of patent & generic drugs in total drug sales

Figure 4: Forecast of sales by channel (USD bn) and the
percentage of ETC & OTC channels in total drug sales
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Sources: FitchSolutions, Rong Viet Securities Sources: FitchSolutions, Rong Viet Securities
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Circular 15 (effective from October 2019) reclassifies drug tiers for ETC generic drugs bidding, replacing Circular 11 (issued in 2016).
Comparison between the two circulars: (1) Tightening technical standards for each drug tier, and (2) Preferring domestically produced drugs.

Notably, according to the new circular, in order to bid for Tier 2, production facilities must have EU-GMP or PIC/S-GMP standards granted by
countries that are members of PIC/S and ICH - developed countries, distinguished from lower standard PIC/S issued by other countries.
Moreover, PIC/S standards, regardless of country issuers, will no longer be able to bid into Tier 1 under the new circular. On the other hand,
investing in an EU-GMP standard factory takes three to four years for the preparation, construction and standard approval. Currently, there
are only six production facilities in Vietnam that have EU-GMP standards (see appendix). We consider the above changes to be beneficial for
domestic pharmaceutical companies with EU-GMP factories such as PME as the level of competition in Tier 1 and 2 is low.

Table 6: Some major changes in Tier classification of Circular 15

Drug tier Circular 11 - 2016 Circular 15-2019

Drugs produced on EU-GMP or PIC/S-GMP lines granted by ICH Drugs produced completely on EU-GMP or EU-GMP equivalent lines

Tier 1 member countries or Australia granted by SRA countries
e Drugs produced on EU-GMP or PIC/S-GMP lines granted by non- Drugs produced completely on EU-GMP or PIC/S-GMP granted by
ICH member countries nor Australia PIC/S and ICH member countries
Tier3 Drugs produced on WHO-GMP lines Drugs produced on WHO-GMP lines and are Bioequivalence tested
Tier 4 Drugs are bioequivalence tested by Ministry of Health Drugs produced on WHO-GMP lines in Vietnam
Tier5 Drugs that do not meet requirements of Tier 1,2,3 and 4 Drugs produced on WHO-GMP lines and do not qualify in Tier 1,2,3 and 4

Sources: Ministry of Health, Rong Viet Securities

Law No.105/2016/QH13 on pharmacy (Section 4, Article 7, Chapter 2) states that bidding is not open for imported drugs when domestic
drugs meet the requirements of treatment, price and availability. Although the law became effective from the beginning of 2017, it had not
yet affected the ETC bidding of domestic companies since then. The reason was that health facilities were still awaiting supporting
documents for specific guidance. Until recently, Circular 15 (Section 4, Article 27) provides guidance on the preparation of bidding
documents. Accordingly, EU-GMP and WHO-GMP standard drugs, which are on the list of domestically manufactured drugs that meet
requirements of treatment, drug prices and supply capacity (attached to Circular 03/2019/TT-BYT)), are not open for imported drugs bidding
for Tier 2 and 5 drugs, respectively. Therefore, we expect the transition from foreign drug to qualified domestic drug to progress faster
than expected.

Support from Stada Group (Germany)

Stada Group has been a strategic shareholder of PME since 2008 and recently increased its ownership in the company to 62%. Stada also
completed its divestment from Stada Vietnam'’s joint venture (Stada JV). As such, PME is now the only representative of Stada in Vietnam.
We expect Stada-branded products to be used by PME in the coming years.

* According to the bidding results for 2019-2020, the total value that Stada Vietnam won in to Tier 1 and 2 drugs reached VND 355 bn, not to
mention the huge revenue from exports and domestic sales through the OTC channels. According to Stada Group’s annual report, Stada Vietnam’s
2016 revenue reached more than VND 1,000 bn.

PME is the second largest plant in Stada's global production network and accounts for 50% of Stada’s revenue from emerging markets. The
prospect that Stada will include PME in the group's global value chain is clear, particularly producing high-standard drugs and exporting to
Stada's current markets as well as exclusively distributing in Vietnam.

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 6
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Financial analysis

PME had revenue and NPAT CAGR in the period of 2013 - 2018 of 7% and 16%, respectively, higher than the average of 3% and 10% for the
other top listed pharmaceutical companies (Table 10). Its revenue growth in finished products had been high in recent years (Figure 5),
except for the two years of 2017 and 2018 as the Cephalosporin injection line finished testing for EU-GMP just at the beginning of 2018. Thus
is could not participate bidding for Tier 2 drug in 2017.

Well-controlled marketing & promotion and administration expenses helped improve the company's profit margin. Despite the high
marketing expenses in 9M/2019, this is only a short-term impact from advertising campaigns in OTC channel and the ratio of this
item/revenue will start to go down from 2020 on.

Figure 5: Finished products sales and NPAT growth Figure 6: Expenses control help improve net margin
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Sources: PME financial statement, Rong Viet Securities Sources: PME financial statement, Rong Viet Securities

The company has a healthy cash flow from operating activities. It grew over the years, except for 2018 due to an increase in receivables
mainly from prepayment of construction costs and machinery purchases for the new factory. The non-beta factory that was completed in
July 2019 is the final stage of PME's investment phase. The company has started to pay cash dividends since 2018 with a payout ratio of 45%
of earnings per share and nearly 50% in this year. We expect PME to continue to increase the dividend rate in the following years, when
capex demand is not much and business results improve.

Figure 7: PME's cash flow (VND bn) Figure 8: PME stopped using debt since 2015 and
accumulated enough cash for the new factory
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Sources: PME financial statement, Rong Viet Securities Sources: PME financial statement, Rong Viet Securities

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 7
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Forecast

We estimate PME's 2019 revenue to grow by 10% YoY but net income to be flat (+1.2% YoY). Thus PME will almost fulfill its yearly plan. The
main reasons are (1) the increase in marketing & promotion expenses led to a sharp increase in selling expenses and (2) no more income
from bank deposits this year.

However, we expect PME's business to see significant improvements from 2020 due to (1) the company will have more products transferred
from Stada and (2) growth from existing products, especially injections and non-beta EU-standard capsules. PME's gross profit margin will
be maintained at around 49%, a slight improvement compared to previous years.

Meanwhile, PME’s net margin will also improve gradually in the following years as the ratio of selling & administration expenses /revenue
decreases. As a leader in manufacturing standards and having a strong portfolio in bidding to the ETC channel, we believe that PME will not
need to increase selling expenses much to maintain high sales growth. We forecast that PME will maintain an average revenue growth of
over 10% and NPAT growth of over 15% / year for the next five years.

Table 9: Forecast (VND bn)

2017 2018 9T 2019 2019E 2020F 2021F 2022F

Net revenue 1,622 1,675 1,328 1,843 2,075 2,364 2,652
Gross margin 48.1% 48.2% 49.4% 49.3% 49.3% 48.7% 49.0%
Gross profit 781 807 656 9209 1,022 1,151 1,300
Sales of finished goods/total sales 89.6% 89.8% 96.4% 96.3% 98.4% 99.3% 100%
SG&A expenses/total sales 27.8% 26.7% 28.7% 28.2% 27.3% 26.7% 26.2%
Net profit after tax 286 309 224 313 366 434 516
Adjusted EPS 3,818 4,124 2,987 4,146 4,837 5,735 6,825

Source: Rong Viet Securities

Table 10: Comparison with other top pharmaceutical companies

12M trailing results (to Q2/2019) 12M trailing valuation
5-years
Market 5-years .
. profit
Companies | cap (VND R Net EPS revenue CAGR
bn evenue . 0 5 CAGR (%
) (VND bn) m(ao;g)m (VND) ROA (%) | ROE (%) (%) (%) P/B EV/EBITDA
()
DHG 12,224 3,789 17.2 5,003 15.5 21.5 1.9 1.9 183 39 16.3
TRA 2,487 1,794 10.4 3,990 10.9 14.7 1.3 0.4 16 2.6 8.7
DMC 2,434 1,419 16.1 6,566 16.2 20.3 -0.6 16.4 10.6 2.1 7.8
IMP 2,375 1,264 11.4 2,909 8.2 9.6 7.1 18.0 16.5 1.6 1
DBD 2,786 1,314 11.7 2,938 10.8 16.5 1.6 45.7 18.6 3 14.5
MKP 1,040 1,139 6.9 3,870 5.9 7.1 -1.4 3.1 12.8 0.9 11.7
OPC 1,241 977 11.0 3,818 85 15.5 12.2 124 13 2.2 10.1
DCL 1,037 776 -0.2 -9 0.0 -0.1 3.6 -16.0 13 28.4
Average 3.2 10.2 15.1 2.2 13.6
PME 4,020 1,720 18.0 4,029 14.2 17.0 7.1 15.8 135 23 10.0

Sources: FiinGroup, Rong Viet Securities

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 8
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APPENDIX

EU-GMP standard manufacturers in Vietnam

Manufacturer Products Granting Bidding
agency tier
Pymepharco Nonsterile drugs: cefalosporin antibiotics Germany 2
Cefaclor Stada 500mg capsules 1

Cepoxitil 200mg
Injections: Ceftriaxone EG 1g/10ml

Imexpharm Sterile and nonsterile drugs: beta-lactam antibiotic Spain 2
Stada Vietnam JV Nonsterile drugs Germany 2
Bisoprodol, Pantostad 40, Paracetam 800 & 1200 1

Teramyd Sterile drugs: beta-lactam injections Bulgaria 2

Phil Inter Pharma Nonsterile drugs UK 2
Medochemie (Far East) Sterile and nonsterile drugs Cyprus 2

Sources: Drug Administration of Vietnam, Rong Viet Securities collected

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 9



RONGVIET

SECURITIES

PME| Result Update

VND in billions

Income statement FY2017 FY2018 FY2019F FY2020F
Revenue 1,622 1,675 1,843 2,075
COGS 842 868 935 1,053
Gross profit 781 807 909 1.022
Selling expense 397 392 455 502
G&A expense 54 55 64 66
Finance income 36 35 10 10
Finance expense 8 10 9 8
Other profits 1 2 1 1
PBT 359 386 391 457
Prov. of tax 72 77 78 91
Minority’s interest 0 0 0 0
PAT to equity S/H 286 309 313 366
EBIT 330 360 389 455
EBITDA 380 408 451 558
%
Financial ratio FY2017 FY2018 FY2019F FY2020F
Growth (%)
Revenue 7.6% 3.2% 10.1% 12.6%
Operating income 14.3% 7.2% 10.7% 23.8%
EBITDA 16.4% 9.1% 8.2% 16.8%
PAT 19.7% 8.0% 1.2% 16.9%
Total assets 28.3% 9.1% 9.7% 6.9%
Equity 21.4% 10.9% 9.0% 10.9%
Profitability (%)
Gross margin 48.1% 48.2% 49.3% 49.3%
EBITDA margin 23.4% 24.3% 24.5% 26.9%
EBIT margin 20.3% 21.5% 21.1% 21.9%
Net margin 17.7% 18.5% 17.0% 17.6%
ROA 14.6% 14.5% 13.4% 14.6%
ROE 19.9% 19.7% 19.7% 20.8%
Efficiency (x)
Receivable turnover 3.2 24 2.5 33
Inventory turnover 2.1 1.9 2.0 2.2
Payable turnover 238 238 29 33
Liquidity (x)
Current 54 5.6 3.7 5.0
Quick 4.0 4.1 24 35
Solvency (%)
Total debt/equity 0.0% 0.0% 1.6% 0.0%
Current debt/equity 0.0% 0.0% 1.6% 0.0%
Long-term Debt/equity 0.0% 0.0% 0.0% 0.0%

VND in billions

Balance sheet FY2017 FY2018 FY2019F FY2020F
Cash and cash equivalents 43 357 113 176
Short-term investments 635 189 0 300
Accounts receivable 512 709 737 623
Inventories 400 450 467 474
Other current assets 8 6 25 10
Property, plant & equipment 280 339 908 824
Acquired intangible assets 42 42 42 42
Long-term investments 26 33 33 33
Other non-current assets 10 7 15 20
Total assets 1,956 2,133 2,340 2,502
Accounts payable 296 305 327 316
Short-term borrowings 0 0 32 0
Long-term borrowings 0 0 0 0
Other non-current liabilities 42 32 22 11
Bonus and welfare fund 8 11 13 16
Technology-science, dev. fund 0 0 0 0
Total liabilities 346 348 394 343
Common stock and APIC 822 920 920 920
Treasury stock (enter as -) 0 0 0 0
Retained earnings 286 309 313 366
Other comprehensive income 0 0 0 0
Inv. and dev. fund 501 556 713 873
Total equity 1,610 1,786 1,947 2,159
Minority interest
Valuation ratio FY2017 FY2018 FY2019F FY2020F
EPS (VND) 3,818 4,124 4,146 4,837
P/E (x) 19.1 15.4 12.5 10.8
BV (VND) 24,677 23,803 25,950 28,787
P/B (x) 34 2.7 2.0 1.8
DPS (VND/cp) 2,000 2,000 2,000 2,000
Dividend yield 24 3.1 n/a n/a
Valuation history Price Recommendation Period
12/2018 78,100 Buy Long term
11/2017 108,000* Buy Long term
*In 2018 PME paid stock dividend at 100:15 ratio, pre-adjusted target price was
VND 124,000

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 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.

ANALYSIS & INVESTMENT ADVISORY DEPARTMENT

Lam Nguyen Duong Lai Vu Tran Trinh Nguyen
Deputy Manager Senior Analyst Senior Analyst Senior Analyst
lam.ntp@vdsc.com.vn duong.ld@vdsc.com.vn vu.thx@vdsc.com.vn trinh.nh@vdsc.com.vn
+ 84286299 2006 (1313) + 84 28 6299 2006 (1522) + 84 28 6299 2006 (1518) + 84 28 6299 2006 (1551)
e Banking o Real Estate e Oil &Gas o Steel
o Market Strategy e Building Materials o Fertilizer o Construction
o Utilities
TuVu Son Tran Tung Do Thao Dang
Analyst Analyst Analyst Analyst
tu.va@vdsc.com.vn son.tt@vdsc.com.vn tung.dt@vdsc.com.vn thao.dtp@vdsc.com.vn
+ 84 28 6299 2006 (1511) + 84 28 6299 2006 (1527) + 84 28 6299 2006 (1521) + 84 28 6299 2006 (1529)
e Macroeconomics o Market Strategy e Logistics e Food & Beverage
e Consumer discretionary e Aviation o Textiles
e Pharmaceuticals
Tam Pham Anh Nguyen Hoang Nguyen Hoang Bui
Analyst Analyst Analyst Analyst
tam.ptt@vdsc.com.vn anh2.ntt@vdsc.com.vn hoang.nt@vdsc.com.vn hoang.bh@vdsc.com.vn
+ 8428 6299 2006 (1530) + 8428 6299 2006 (1531) + 84 28 6299 2006 (1538) + 84 28 6299 2006 (1514)
e Insurance e Banking o Market Strategy o Natural Rubber
e Fishery e Agriculture
Tu Pham Bernard Lapointe Ha Tran Vi Truong
Analyst Senior Consultant Assistant Assistant
tu.pm@vdsc.com.vn bernard.lapointe@vdsc.com.vn ha.ttn@vdsc.com.vn vi.ttt@vdsc.com.vn
+ 84 28 6299 2006 (1536) + 84 28 6299 2006 + 84 28 6299 2006 (1526) + 84 28 6299 2006 (1517)
o Steel
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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 2019 Viet Dragon Securities Corporation.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Viet Dragon Securities Corp. (“WVDSC"), 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 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
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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 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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