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Update recommendation HOLD, target price 47,650 VND

Vinh Son - Song Hinh Hydropower JSC (HoSE: VSH) is one of the enterprises owning hydropower plants with the
largest capacity listed on the stock exchange. Based on FCFF and PE methods, we update VSH's target price at VNI
47,400 corresponding to a hold recommendation. In 2024, we forecast that VSH's revenue and profit will increasg
slightly because the weather will gradually change to the neutral phase.

Business results in the Q3/2023 decreased due to unfavorable hydrological conditions.

Vinh Son - Song Hinh Hydropower JSC has released its financial report for the third quarter;, showing a net revenug
of VND 382 billion (-44% YoY), and a net profit of VND 26 billion (-88% YoY). During this third quarter; the electricity
production amounted to 372.2 million kWh (-38.84% YoY).

The significant drop in revenue primarily comes from unfavorable hydrological conditions in the Central region in 2023}
which contrasted with the conditions in the previous year. Specifically, based on rainfall data from the monitoring
stations in Binh Dinh province at Vinh Son and Quy Nhon, the third quarter of 2023 experienced a 27% and 14%
reduction in rainfall, respectively, compared to the same period last year. Additionally, the water levels in Vinh Son ang
Thuong Kon Tum reservoirs remained relatively low, ranging from 13-62% of the average over the yearsrl
Furthermore, the average electricity selling price decreased by 4% year-on-year, contributing to the sharp decline i

revenue.

As a result, the cumulative results for 9M/2023 indicate that VSH achieved a net revenue of VND 1,931 billion (-9%
YoY), and a net profit of VND 765 billion (-13%YoY). These results completed 78% and 89% of the 2023 annua

plan, respectively.
Outlook for 2024

The parent company of VSH, Refrigeration Electrical Engineering Corporation (REE), listed on the Ho Chi Minh Stoc
Exchange (HoSE), has reported that the company is actively working to expedite negotiations for an increase in theg
Power Purchase Agreement (PPA) prices for the Thuong Kon Tum hydroelectric plant, and there is currently no officig
outcome from these discussions. The El Nifio phenomenon is expected to peak in September 2023 and graduall
transition to a neutral phase by mid-2024. As a result, it is anticipated that VSH's electricity production will improvg
from the fourth quarter of 2023. In our pricing model, we have projected electricity production in 2023/2024 to be
2.19 billion kWh (-15% YoY), and 2.3 billion kWh (+5% YoY). Revenue for 2023/2024 is projected to be VND 2,676
billion and VND 2,753 billion, respectively, corresponding to -13% YoY and +3% YoY.

Risks: (1) Earthquakes near the Thuong Kon Tum hydroelectric plant; (2) Interest rate risks; (3) Unfavorable weathe
conditions affecting electricity production; (4) Failure to achieve the expected increase in PPA prices for the Thuong
Kon Tum hydroelectric plant.

Year to Dec. 2021 2022 2023F 2024F 2025F
Revenue (bn VND) 1,611 3,085 2,676 2,753 2,325
OP (bn VD) 815 2,022 1,589 1,631 1,257
NP (bn VND) 387 1,264 1,052 1,100 871
EPS (VD) 1,660 5,349 4,453 4,694 3,687
BPS (VD) 14,084 14,520 22,663 26,302 28933
OPM 51% 66% 59% 59% 54%
NPM 24% 41% 39% 40% 37%
ROE 10% 25% 20% 18% 13%
PER () 17.3 59 96 91 116
PBR (X) 15 15 19 16 15
EV/EBITDA (x) 94 48 6.3 58 63

Source: Company data, Shinhan Securities Viemam

Shinhan Securities Vietnam Co., Ltd. does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm
may have a confiict of interest that could affect the objedtivity of this report. Investors should consider this report as only a single factor in making their investment decision.
Analysts employed by Shinhan Securities Vietnam Co., Ltd. , or a non-US ffiliate theredf, are not registered/qualified as research analysts with FINRA, may not be
assodated persons of the member and may not be subject to FINRA restrictions on communications with a subject company, public appearances and trading securities
held by a research analyst account. For analyst certification and important disdosures, refer to the Compliance & Disdlosure Notice at the end of this report.
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We use P/E and Discounted Cash Flow (DCF) valuation methods to value VSH with 50%-50% weighted. We
update our HOLD recommendation with a target price of 47,650 VND equivalent to a return of 10.8%.

Weighted Average Cost of Capital (WACC)

WACC (%) 9.05
Risk-free rate (%) 3.0
Equity risk premium (%) 7.8
Beta 0.8
Debt cost (%) 10.0
The cost of equity(%) 9.0
Debt-to-equity ratio 0.37
Total debt (VND billion) 3,914
Source: Company data, Shinhan Securities Vietnam

FCF valuation

Unit: billion VND 2023F 2024F 2025F 2026F 2027F
Net profit 1,052 1,109 871 887 901
After-tax interest expense 339 294 249 195 153
Depreciation & Amortization 595 619 644 669 696
Change in working capital 179 -9 49 49 46
CapEx -450 -480 -490 -510 -530
Free Cash Flow (FCF) 1,715 1,533 1,322 1,290 1,265
Discount rate 1.00 0.92 0.84 0.77 0.71
PV of FCF 1,715 1,406 1,112 995 894
Growth rate 0%

Present value of long-term value 9,877

Enterprise value 14,284

Debt 3,914

Cash and cash equivalents 685

Number of shares outstanding (billion) 0.24

Target price (VND) 46,800

Source: Company data, Shinhan Securities Vietnam

Based on the P/E method, we collect data from companies in the power sector in Vietnam and the Asia-
Pacific region. The average P/E ratio of the power companies in the statistics (exduding VSH) is 12.16x. We
discount this P/E ratio by 15% to 10.3x as our target P/E due to our assessment of VSH's unique risk of a
potential earthquake at the Thuong Kon Tum hydroelectric plant. Combining VSH's EPS forward forecast at
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VND 4,694 we expect a 12-month price target of VSH at VND 48,500.
Summary of valuation
Method Weight Target price
FCFF 50% 46,800
P/E 50% 48,500
Total 100% 47,650

Source: Shinhan Securities Vietnam
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PBR band chart of VSH
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Company background

History of development

Vinh Son — Song Hinh Hydropower JSC (HoSE: VSH), formerly known as Vinh Son Hydropower Plant, was
established in 1994. In 2004, Vinh Son Song Hinh Hydropower Plant was transformed into Vinh Son — Song Hinh
Joint Stock Company. In 2006, Vinh Son — Song Hinh JSC was officially listed on the Ho Chi Minh City Stock
Exchange under the ticker “VSH".

VSH's shareholder structure is quite concentrated when 90.88% of the outstanding shares are in the hands of
three major shareholders. In May 2021, Refrigeration Engineering Corporation (HoSE: REE) became the parent
company of VSH when REE Energy Co., Ltd (a subsidiary of REE) increased its ownership to 50.5%. As of March
2023, REE Energy Joint Stock Company has increased its ownership to 52.5%.

VSH's hydropower plants

Vinh Son - Song Hinh Hydropower JSC owns and
operates three hydropower plants with a total
capacity of 356 MW, contributing 100% of revenue
to the company. VSH's three factories indude:

e Vinh Son Hydropower Plant with a
capacity of 66 MW located in Binh Dinh
province.

e Song Hinh Hydropower Plant with a
capacity of 70 MW located in Phu Yen
province.

e Thuong Kon Tum Hydropower Plant with
a capacity of 220 MW located in Kon Tum

province.
.
Source: Company data, Shinhan Securites Vietnam
Design capacity of hydropower plants of some listed companies (MW)
1400
1200 1170
1000
800 770
600 512
356
400 205
220
170 165
. I I : 5
: 10
PGV DNH REE VSH POW SBH CHP TBC T™P SHP

Nguion: Dt iéu cong ty, Shinhan Securities Vietnam

5 1 € Shinhan Securities



COMPANY REPORT

[Vietnam / Utilities]
Vinh Son - Song Hinh Hydropower JSC (VSH)

Appendix: Financial statements

Statement of financial position

Statement of comprehensive income

November 01%, 2023

Year to Dec. (bn VND) 2021 2022 2023F 2024F 2025F  YeartoDec. (bn VND) 2021 2022 2023F 2024F  2025F
Total assets 10,017 9,710 9,755 10,103 10,161 Revenue 1611 3,085 2676 2753 2,325
Current assets 691 1,074 1264 1752 1963 Growth (%) 3731 914 133 29 155
Cash & equivalents 52 131 417 742 995  COGS (79) (1,062) (1,086) (1,122) (1,068)
Short-term finandial asset 39 37 268 413 465  Grossprofit 815 2022 158 1631 1,257
Accounts receivable 497 806 514 529 446 GPM (%) 506 656 594 592 541
Tnventories 102 100 65 67 57  SG8A ) 77 @) @111) &4
Non-current assets 9326 8636 8491 8352 8199  Operating profit 770 1945 1509 1,520 1,164
Net fixed assets 913 8565 8420 8281 8128 Growth (%) 932 2333 (208) 54 (27
Tnvestment assets 0 0 0 0 0 OPM (%) 478 631 564 552 500
Other long-term assets 14 15 15 15 15 Non-operating profit (319)  (565)  (305)  (251)  (183)
Total liabilities 6,006 4685 4402 3801 3327 Finandal income 1 7 65 70 89
Current iabilties 877 569 85 813 873 Finandal expense (249 () @G0 () @72
Acoounts payable 733 432 284 292 248 Inwhich: interest expenses (323) (408) (700 (1) (272
Short-term borrowings 142 135 519 519 623 Net other non-operating profit (5) (139 0 0 0
Others 2 2 2 2 2 Pre-tax profit 451 1380 1204 1,269 981
Non-current liabiities 5129 4116 3597 3078 2455 Tncome tax (64)  (116)  (151)  (160)  (110)
Long-term borrowings 4927 3915 3395 2876 2253  Netprofit 387 1264 1,052 1,109 871
Other finandial iabilties 202 202 202 202 202 Em ()%) 122(7) 2‘2}?3 (13?5732 43-‘31 (2317-42
' . () 4 . b .. a
Total shareholders' equity 4010 5025 5353 6212 6,834 Cotroling et W 1264 1052 1109 s
Capital stock 2,362 2,362 2,362 2,362 2,362 Non-controling interest 0 0 0 0 0
Captal surplus 6 6 6 6 6  EpmT 774 1,788 1574 1590 1,253
Other captal B /4 3/ 3B 34 Growth (%) 268 1309 (120) 10 (L)
Retained eamings 1,258 2,272 2,601 3,460 4,082 EBIT Margin (%) 481 58.0 58.8 57.7 539
Non-controlling interest equity 0 0 0 0 0 EBITDA 1,245 2,380 2,169 2,209 1,896
*Total debt 5,069 4,050 3914 3,395 2,876 Growth (%) 2884 91.2 (89) 18 (141)
*Net debt (cash) 4978 3882 3229 2239 1416 EBLTDA margin (%) 772 7721 810 802 816
Statement of cash flow Key ratios
Year to Dec. (bn VND) 2021 2022 2023F  2024F  2025F  YeartoDec. 2021 2022 2023F  2024F  2025F
Cash flow from operations 754 1395 1769 1650 1474 EPS (VND) 1660 5349 4453 4694 368
BPS (VND) 16976 21271 22,663 26302 28,933
Net proft 387 1264 1052 1,109 871 PRR (0 T =5 OE il
DBA expense 470 592 595 619 644 PR () 15 iy 10 16 1e
(Gain) from investing activities (©)) (6) (58) (70) (89) ’ ’ ’ : §
Crengein working il / ! 7o © pr EV/EBITDA (x) 9.4 48 6.3 58 6.3
Others w0y @) ’ 4 0 Dividend payout ratio (%) 30 100 300 100 100
Dividend yield (%) 12 34 6.2 21 21
Cash flow from investments (325)  (38) (623) (556) (453)  profirabiity
Change n fied assets (328) (47) (3%2) (410) (401 EBITDA margin (%) 772 771 810 802 816
Change n investment asets - 3. @) W) (2 OPM (%) 478 631 564 552 500
Otters 3 6 - - - NPM (%) 240 40 393 403 375
Cash flow from financing (392) (1,277) (859) (769) (769) ROA (%) 39 130 108 110 8.6
Change in equity - - - - - ROE (%) 9.7 25.15 19.7 179 127
Net borrowing (3%2) (1277)  (136) (519)  (519)  Stability
Net debt ratio (%) 4000 1631 1489 1014 747
Changein total cash 37 79 286 325 253 Cash ratio (%) 104 29.5 851 1421 167.4
Beginning cash 15 5 131 417 742 Interest coverage ratio (x) 24 44 43 5.0 4.6
Change in FX rates - - . - - Activity (%)
Ending cash 52 131 417 742 995 Working capital turnover (times) 48 12.8 194 25.0 22.5
Source: Company data, Shinhan Securities Vietnam Inventory turover (days) 79 10.5 131 17.0 17.2
Receivable tumover (days) 4.6 4.7 4.1 53 4.8
Source: Company data, Shinhan Securities Vietnam
6 1 € Shinhan Securities
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Vinh Son - Song Hinh Hydropower JSC (VSH VN)
Share price Date Rating s TP gap (%)
VN-Index (WD)| TB{ Max/Min
160% 1 VSH 30/08/2022 (Initiation) BUY| 47200 93! 47200

130% 09/02/2023 (Updated report) ~ HOLD 39,500 | 12.7 39,500

100% 26/10/2023 (Updated report) ~ HOLD|  47,650| 203}  26/53.1
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-50% -
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Target price

Stock price = = = Average price

50,000 1
45,000
40,000 A
35,000 1
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15,000 A
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Note: Calculation of target price gap based on past 12 months

Shinhan Securities Vietham

¢ BUY: Expected 12-month gain of 15% or more ¢ OVERWEIGHT: Based on market cap, largest share of sector stocks under coverage is
¢ HOLD: Expected 12-month loss of 15% to gain of 15% rated BUY
¢ SELL: Expected 12-month loss of 15% or more ¢ NEUTRAL: Based on market cap, largest share of sector stocks under coverage is rated
HOLD
+ UNDERWEIGHT: Based on market cap, largest share of sector stocks under coverage
is rated SELL
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Analyst Certification

¢ The following analysts hereby certify that their views about the companies and securities discussed in this report are accurately expressed and that they have not
received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Nam Hoang

Important Disclosures & Disclaimers

¢ As of the date of publication, Shinhan Securities Vietham Co,, Ltd. does not beneficially own 1% or more of any class of common equity securities of the following
companies mentioned in this report: VSH VN

¢ Shinhan Securities Vietnam Co,, Ltd. or one of its affiliates, and/or their respective officers, directors, or employees may have interests, or long or short positions, and
may at any time make purchases or sales as a principal or agent of the securities of the companies mentioned in this report.

¢ As of the date of publication, research analysts responsible for this report and members of their households do not have any financial interest in the debt or equity
securities of the companies mentioned in this report.

¢ Research analysts responsible for this report receive compensation based upon, among other factors, the overall profitability of Shinhan Securities Vietam Co., Ltd.
including profits derived from investment banking. The analysts responsible for this report may also receive compensation based upon, among other factors, the overall
profitability of sales and trading businesses relating to the class of securities or financial instruments for which such analysts are responsible.

¢ All opinions and estimates regarding the companies and their securities are accurate representations of the research analysts’ judgments and may differ from actual
results.

¢ This report is intended to provide information to assist investment decisions only, and should not be used or construed as an offer or a solicitation of an offer to buy or

sell any securities. The information herein has been obtained from sources deemed reliable, but such information has not been independently verified and no guarantee,

representation, or warranty, expressed or implied, is made as to its accuracy, completeness, or correctness. Shinhan Securities Vietnam Co,, Ltd. makes the best effort

but does not guarantee the accuracy, completeness, or correctness of information and opinions translated into English from original Vietnamese language materials.

Shinhan Securities Vietnam Co., Ltd. accepts no liability whatsoever for any direct, indirect, and/or consequential loss arising from any use of this material or its contents.

Stock selection and final investment decisions should be made at the investor’s own and sole discretion.

This report is distributed to our customers only, and any unauthorized use, duplication, or redistribution of this report is strictly prohibited.

Investing in any Vietnamese securities or related financial instruments discussed in this research report may present certain risks. The securities of Vietnamese issuers

may not be registered with, or be subject to the regulations of, the US Securities and Exchange Commission. Information on Viemamese 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 US. The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in currencies other

than the Vietnamese won 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.

*

*

Distribution

¢ United States: This report is distributed in the US by Shinhan Investment America, Inc, a member of FINRA/SIPC, and is only intended for major US institutional
investors as defined in Rule 15a-6(a)(2) of the US Securities Exchange Act of 1934. All US persons that receive this document by their acceptance thereof represent
and warrant that they are major US institutional investors and have not received this report under any express or implied understanding that they will direct commission
income to Shinhan Securities Vietnam Co,, Ltd. or its affiliates. Pursuant to Rule 15a-6(a)(3), any US recipient of this document wishing to effect a transaction in any
securities discussed herein should contact and place orders with Shinhan Investment America, Inc., which accepts responsibility for the contents of this report in the
US. The securities described herein may not have been registered under the US Securities Act of 1933, as amended, and, in such case, may not be offered or sold in
the US or to US persons unless they have been registered or are in compliance with an exemption from registration requirements.

¢ All Other Jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Shinhan Securities
Vietnam Co,, Ltd. or its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not subject Shinhan
Securities Vietnam Co,, Ltd. and its affiliates to any registration or licensing requirement within such jurisdiction.
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