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CONSTRUCTION INDUSTRY

1. Market overview 1H 2021- Still difficult for core business
• Double hit from escalated input materials price and Covid-19 disruption.

• Some companies used other segments to save their gross margin.

2. Market outlook 2H 2021- Find a new growth story

• Accelerated public disbursement in infrastructure is pivotal to uplift the industry.

• Investment opportunities are concentrated within some businesses.

• Risks: Complicated developments of the pandemic and slow disbursement of public

investment.
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1H 2021: MATERIAL PRICES SURGE SHRANK GROSS MARGIN
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The increase in material prices along with fierce competition shrank the profit margin of construction companies. However, some players found ways to
escape.

• According to the General Statistics Office of Vietnam (GSO), in 6M2021 the average price of housing construction materials and domestic gasoline prices 
increased by 5.03% YoY and 17.01% YoY, respectively. 

• Steel price, accounting for 11% - 16% of input costs in construction projects surged (+40% vs end of 2020) and put pressure on gross margin. Consequently, 
several projects were forced to halt construction. 

• Moreover, fierce competition explained the gross margin reduction in 1H 2021 (Figure 2). FCN and LCG recorded improved gross margin performance thanks 
to the contribution from other segments including real estate and energy infrastructure construction. 

CONSTRUCTION INDUSTRY

Figure 1: Price of steel products (VND per kg) Figure 2: Gross profit margin of construction firms in 1H 2021

Source: HPG, RongViet Securities Source: RongViet Securities compiled
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Source: CBRE, Rong Viet Securities Source: CBRE, RongViet Securities
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1H 2021: COVID-19 DISRUPTED THE MARKET CONSTRUCTION INDUSTRY

Figure 3: HCMC condo new launches (units) Figure 4: Hanoi condo new launches (units)

Freezing construction activities and project launching .

• According to CBRE, in 1H 2021, new launches in HCMC dropped 9% YoY while Ha Noi went up 10% but still lower from 2019 (Figure 3 and Figure 4).  Covid-19 
was a critical factor along with slow licensing procedures. 

• Therefore, construction activities were limited given the delay of project launching and less workload to ensure health for employees during the pandemic. 

• In July and August, the construction activities were further limited given the stringent lockdowns from Directive 16 of the Government in HCMC. 
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Ha Noi

Total investment: 
VND 332,000 Bn 

HCMC

Total investment: 
VND 638,500 Bn

Dong Nai

Total investment: 
VND 595,000 Bn

VND Bn

Vietnam's transport infrastructure sector will remain the largest driver of construction industry

• Infrastructure projects are expected to boost the construction industry in the next five years. Per Fitch Solutions, the infrastructure industry value would reach
VND 158,167 Bn in 2025 (or USD 6.8 Bn), implying CAGR of 10% during 2020 – 2025 (Figure 6).

• Strong government commitment and large pipeline of projects are key drivers. Specifically, the total investment plan for the 2021-2025 period is VND 2,870 Tn 
(+43% higher versus 2016 – 2020 period), including VND 1,500 Tn for key economic regions (Figure 5) and VND 1,370 Tn for other regions.  

2H 2021: PUBLIC INVESTMENT IS A KEY CONSTRUCTION INDUSTRY
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Figure 5: Planned infrastructure investment by provinces 2021-2025 Figure 6: Infrastructure industry value (VND Bn)

Source: Rong Viet Securities Source: Fitch Solutions BLOOMBERG VDSC <GO>
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2H 2021: PUBLIC INVESTMENT IS  KEY CONSTRUCTION INDUSTRY

Figure 7 : Notable infrastructure projects 2021-2022 (VND Bn)

- 200,000 400,000

Long Thanh International Airport

Northern Ring Road 4

Urban railway line No. 5 (Hanoi)

Can Tho - Ca Mau Expressway

Ring Road 3 Ho Chi Minh City

Bien Hoa - Vung Tau Expressway

Tan Phu - Bao Loc Expressway
Project Start Time Status

Long Thanh International airport January 2021 Under construction phase 1, combined with 
demining and clearing land

Ring Road 4 (North) Q4/2021 Got investment approval, expected to 
construction in the end of 2021

Bien Hoa – Vung Tau Expressway Q4/2022 Got investment approval, expected to 
construction in the Q4/2022

Tan Phu – Bao Loc Expressway Q4/2022 Got investment approval, expected to start 
construction in 2022

Ring Road 3 Ho Chi Minh City Q3/2022 Completed pre-feasibility report, expected to 
start construction in 2022

Can Tho – Ca Mau Expressway 2022
Submitted a pre-feasibility report, it is 
expected to start the construction of the Can 
Tho - Ca Mau phase in 2022

Urban railway line No.5 Hanoi 2022 Got investment approval, land clearance 
completed in 2022

Figure 8: Update on projects to be implemented during 2021 - 2022

During 2021 – 2022, several large-scale projects are on the way

• Long Thanh Airport is the largest project. Construction kicked off in January 2021. For phase 1, 66% of land (~1,800 ha) is cleared. Phase 1 is expected to be
completed in 2025. The total investment was USD 16 Bn (Figure 7).

• We expect that if these large-scale projects are ramped-up, it would likely to boost the construction industry.

Source: Rong Viet Securities Source: Fitch Solutions BLOOMBERG VDSC <GO>
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Investment opportunities are concentrated within some businesses’ own growth story

• In context of the hard time to win contracts given the fierce bidding process, businesses that do not go through the competition with other contractors or have 

new growth drivers by joining new construction segments.  

• As mentioned earlier, infrastructure construction is quite promising supported by a strong pipeline monitored by the government. The focus is on building public 

infrastructure such as roads, highways . This would be expected to have the strongest growth per Fitch (Table1).

2H 2021: FIND THE GOOD STORY CONSTRUCTION INDUSTRY

Industry 2020E 2021F 2022F 2023F 2024F 2025F

Roads and bridges 5.3% 9.3% 8.7% 7.5% 6.5% 6.6%

Railways 4.3% 6.7% 7.0% 7.2% 5.3% 5.4%

Airports 3.7% 4.0% 3.9% 3.8% 3.8% 3.9%

Energy and utilities 3.5% 4.8% 4,9% 5.5% 5.3% 5.7%

Source: Fitch Solutions

Table 1: Growth prospect of different segments in the construction industry in 2021F – 2025F 
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Source: Bloomberg, RongViet Securities. Share price as of 02 Aug 2021.

Ticker Market cap 
(USD mn)

Target 
price (VND)

Sales 
Growth
(% YoY)

EBITDA 
Growth
(% YoY)

EBITDA 
Margin

(%)

Operating 
Income 
Margin

(%)

Net Income 
Growth
(% YoY)

Net Profit 
Margin 

(%)

ROA
(%)

ROE 
(%)

DY
(%)

Current P/E 
(x)

Current P/B 
(x)

CTD 200.5 #N/A -42.6% -69.4% 1.8% 0.9% -58.5% 2.3% 2.1% 3.3% 0.0% 16.7 0.6

HBC 132.9 #N/A -25.1% -34.9% 4.2% 2.1% -47.1% 1.1% 0.9% 3.2% 0.0% 22.8 0.8

HTN 78.7 45,200 24.4% n/a 0.0% 0.0% 28.5% 0.0% 0.0% 0.0% 0.0% 4.3 1.4

FCN 63.8 #N/A 5.0% 14.0% 11.9% 9.0% 0.2% 4.5% 2.0% 5.6% 0.0% 11.9 0.7

SC5 13.1 #N/A 16.1% 29.4% 4.2% 4.0% 135.1% 2.1% 2.0% 11.9% 0.0% 7.2 0.8

VCG 818.4 #N/A -36.9% n/a -3.7% -6.1% 73.0% 29.7% 6.6% 19.3% 0.0% 9.7 2.8

LCG 61.9 #N/A 35.8% 50.2% 14.7% 11.0% 110.2% 10.0% 6.0% 19.6% 0.0% 4.0 0.8

INDUSTRY COMPARABLE (TTM)

BLOOMBERG VDSC <GO>
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Source: FiinGroup, Rong Viet Securities. Bubble size equals respective ROE. Share price as of 02 Aug 2021.

PE, PB AND ROE (TTM)
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STRONG LEVERAGE ON HUNG THINH’S ECOSYSTEM HSX: HTN

<ACCUMULATE: +12%> <MP: 40,250> <TP: 45,200> STOCK INFO
Sector Construction

Market Cap ($ mn) 78.7

Current Shares O/S (mn shares) 49.5

3M Avg. Volume (K) 133.2

3M Avg. Trading Value (VND Bn) 5.0

Remaining foreign room (%) 48.7

52-week range (VND) 17,900 - 49,000

FINANCIALS 2020A 2021F 2022F
Revenue (VND Bn) 4,552 5,744 12,306
NPATMI (VND Bn) 345 225 493
ROA (%) 6.4 3.7 5.2
ROE (%) 39.4 27.7 28.7
EPS (VND) 10,281 4,807 9,948
Book Value (VND) 30,712 29,737 39,686
Cash dividend (VND) 1,800 - -
P/E (x) (*) 3.1 8.9 4,0
P/B (x) (*) 1.1 1.4 1.0

BLOOMBERG VDSC <GO>

INVESTMENT RATIONALES

Beneficiary from Hung Thinh’s ecosystem

• Hung Thinh Incons is one of the leading contractors with nearly 15 years of experience. HTN conducted several iconic projects including Golden Bay (Nha Trang), Florita (District 7), SaigonMia (Binh Chanh),
Vung Tau Melody (Vung Tau). HTN will be able to maintain its growth thanks to the projects of Hung Thinh Land (large backlog value of VND 37,030 Bn, or USD 1.6 Bn at YE 2020) without competing with
other construction firms to win new contracts.

Outperformed gross margin and growth performance versus its peers

• Moreover, the advantage of knowing Hung Thinh Land product design and construction plan from the beginning and not going through fierce bidding process allowed Hung Thinh In cons to record
superior revenue growth and higher gross margin than local peers.

• Looking forward to 2021, we believe earnings from the construction segment will strongly recover from the bottom of 2020 when key projects in Quy Nhon is still constructing without affecting by
Directive-16. We estimate that HTN could post revenue of VND 5,744 Bn (or USD 249 Mn, +26% YoY) and NPAT-MI of VND 225 Bn (or USD 10 Mn,- 35% YoY).

Potential upside from infrastructure construction segment.

• Expansion to infrastructure construction via strategic partnership with Deo Ca will allow revenue diversification and reduce the concentration risk (focus mainly on residential projects of Hung Thinh Land).

RISKS TO OUR CALL

• Directive-16 implementation in the South can be extended for a longer time, hurting business in HCMC, Binh Dương, Dong Nai, Ba Ria-Vung Tau, Nha Trang.

• Cooling down of the real estate market.
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Source: HTN, Rong Viet Securities

Source: HTN, Rong Viet Securities

REVENUE GREW STRONGLY IN 1H2021

Figure 1: Revenue (LHS), gross profit and net income (RHS) (VND bn)

Figure 2: Selling expenses (VND bn)

In 1H 2021, HTN’s net revenue was VND 2,855 billion (USD
124mn,+66.5% YoY), completing 68.3% of the 2021 target.

GPM shrank, but selling expenses also dropped strongly

• GPM went from 18% in 1H2020 to 9% in 1H2021 given the lack of
real estate revenue from the Richmond project.

• Hence, gross profit came at VND 248 Bn (USD 11 Mn, - 19% YoY).

• Selling expenses were reduced significantly from VND 63 Bn (or USD
2.7 Mn) in 1H 2020 to VND 2.4 Bn (or USD 103k) in 1H 2021 as
abnormal selling expenses by consolidating the subsidiary Binh Trieu
JSC was not booked in 1H 2021 given the lack of real estate revenue
in the Richmond project.

• Net profit was still able to grow slightly and stayed at VND 120 Bn (or
USD 5.2 Mn,+7% YoY).

BLOOMBERG VDSC <GO>
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Source: HTN, Rong Viet Securities

Source: Rong Viet Securities

BENEFICIARY FROM HUNG THINH CORP’S ECOSYTEM

Figure 3: Net revenue CAGR 2016 – 2020 of selected contractors

Figure 4: HTN outperformed other local players on gross margin (%) Gross profit margin outpaced other civil construction players, namely HBC
and CTD

• This superior performance is driven by its benefit from knowing the
product design of Hung Thinh Corp and construction plan from the
beginning, which helps HTN to reduce unnecessary costs.

• HBC and CTD still suffered from fierce competition while HTN secured
most projects of Hung Thinh Land – real estate arm of Hung Thinh
Corp will be constructed by Hung Thinh Incons.

• In the longer term, the strategic partnership with Deo Ca will allow
HTN to diversify its revenue source and reduce the concentration risk,
also expect for better margin.

BLOOMBERG VDSC <GO>

HSX: HTN

Figure 5: Gross margin of infrastructure construction firms (2016 – 2020)
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EXPECTING STRONGER GROWTH IN 2022  

Figure 6: Backlog of HTN from 2017 – 2020 (VND Bn)

2H2021: Social distancing would limit construction
activities

• We reduce revenue of projects in the South regions given
the stoppage of construction activities from Directive 16.

• We expect HTN to deliver a commercial center within
Richmond project with estimated value of VND 230 Bn (or
USD 10 Mn).

• 2021 NPAT was reduced by 35% given the smaller
contribution of the real estate segment (in 2020 real estate
revenue was VND 2,332 Bn or USD 100 Mn).

2022 outlook: Expecting stronger growth

• After the vaccination process is completed, we expect the
ramp-up of construction activities.

• HTN would benefit from large projects of Hung Thinh Land
(total GDV of USD 14.5 Bn). In the next three years, the
large backlog as of YE 2020 of approx. VND 37,000 Bn (or
USD 1.6 Bn) would be key a profit generator.

• Revenue and NPAT are expected to grow by 114% and
119%, respectively in 2022.

BLOOMBERG VDSC <GO>

HSX: HTN

Figure 7: HTN benefits from HT Land 

Source: HTN, Rong Viet Securities
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	DISCLAIMER:��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 2016 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”).��
	DISCLAIMER:��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 Floor 36, 444 Madison Avenue, Floor 36, New York, NY 10022. A representative of Tellimer 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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