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HOLD On the road to recovery

Update report Update with HOLD call and target price of VND 27,200
Target price (12 months) 27 ,200 VND Hoa Phat Group Joint Stock Company (HPG) is one of the leading steel industry enterprises in
Current price (06/11/23) 25,750 VND Vietnam. Hoa Phat holds the largest market share in the construction steel segment (with 33%)
. o and steel pipes (with 27%). In the context of unfavorable developments for the steel industry,
Upside/downside (%) 56% we assessptiit Hoa Phat will still maintain its leading positior? and begin to have clear?yi
improved results in 2024. We make our update valuation of HPG shares at a price of 27,200
VNNDEX 1089 VND, corresponding to a profit of 5.6%. We use P/E and DCF valuation methods with weights
HIKNDEX 29 of 20% and 80%, respectively.
Market Cap (bn VND) 149730
Qutstanding shares (mr) 5815 Updated Q3/2023 business results
F'ee*:loafd”g(m“) 31%6 Hoa Phat Group recorded Q3/2023 revenue reaching 28,766 billion VND, down 16% YoY,
ﬂ;:iﬂgﬁme m 29‘400/2‘22(3) Q3/2023 profit after tax reached 2,000 billion VND, up 212% over the same period in 2022 and
%dayavg: fumover (bonVND) 687 38% over the previous quarter. Accumulated for the first 9 months of 2023, Hoa Phat reached
Tan DirhLong 2608% VND 85,430 billion in revenue, down 27% YoY. Profit after tax reached 3,830 billion VND, down
Major shareholders ) . 63% YoV, equivalent to completing 48% of the year's plan. Profit margin has improved from
(%) Dragon Cepia % 10.8% to 12.6%. This comes from the fact that sales volume in Q3/2023 will grow by about 7%
oty 37 6 o7 compared to Q2/2023, helping to reduce costs per product. Besides, coking coal prices have
Aol (%) 9 s 63 decreased by about 20%, helping profit margins in Q3/2023 improve.
RelathetoVNAdex(%) 2.1 18 55 1 Steel prices are expected to recover thanks to China's support package and production
Source: Bloomberg restrictions
oy —-—-- VN Index (LHS) (VND) China has just issued 1,000 billion Yuan of government bonds to promote production and
1400 HPG VN Equity (RHS) 35000 infrastructure development. This contributes to positively supporting construction steel demand
in the Chinese market, which accounts for more than 50% of global consumption demand.
1200 1 e, | 30000 Chinese steel manufacturers also plan to cut production output in Q4/2023 in the context of
1000 _\j'-,:"""w\"" L 25,000 steel prices remaining low in 2023. This will contribute to supporting steel prices in the future

and improving gross profit margins for Hoa Phat.

800 A I 20,000

The leading position in the steel industry with the prospect of the Dung Quat 2 project

With a total capital of about VND 85,000 billion and a capacity of about 5.6 million tons of
400 4 - 10,000 steel/year, the Dung Quat 2 project will be completed in the first quarter of 2025, thereby
increasing Hoa Phat's crude steel capacity to more than 14 million tons/year, an increase of 66%
compared to the current capacity. After more than 1 year of implementation, the Hoa Phat

0 0 Dung Quat 2 project has reached 30% of the construction.
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Tien Le - Analyst Yearto Dec. 2022 2023F 2024F 2025F 2026F
Revenue (bn VND) 142,771 117,438 137,536 160,666 173,001
S (84-28)6299-8011 OP (bn VND) 9,794 7,762 18370 24316 25991
>4 tienld@shinhan.com NP (bn VND) 8444 6,768 16,000 21,176 22,635
EPS(VND) 1,636 1,159 2,739 3625 3875
Ly Bui- Head of Research BPS(VND) 18,539 17312 19,690 22,962 26486
OPM (%) 7% 6.6% 13% 15% 15%
& (8428)6299-8029 NPM (%) 6% 5.8% 12% 13% 13%
5 ybtt@shinhan.com ROE (%) 9% 6.7% 14% 16% 15%
PER (x) 11.00 19.85 840 634 594
PBR (x) 1.09 133 117 1.00 087
EV/EBITDA (x) 7.79 9.50 950 567 444

Source: Company data, Shinhan Securities Vietnam
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Valuation and Recommendation

Recommend with HOLD at a target price of VND 27,200

We offer an update valuation of Hoa Phat Group JSC (HPG) with a hold recommendation and a
target price of VND 27,200 for an increase of 5.6%. For long-term investment vision, HPG can be
considered with the following advantages:

1) Profit margin improved thanks to recovering steel price
2) Maintain the leading position in the steel industry
3) Prospects of Dung Quat 2 project to support long-term growth

Valuation method

We apply a combination of P/E and discounted cash flow (FCFF) valuation methods with the
weights of 20% and 80% respectively to value Hoa Phat Group (HPG).

Method Weight ‘ Price ‘
FCFF 80% 28,500
P/E 20% 21,900
Target price 27,200
Current price 25,750
Upside (%) 5.6%

Discounted Cash Flow (DCF) method —FCFF

Unit: Billion VND 2025F 2026F 2027F
EBIT*(1-Tax rate) 18,791 24,324 26,190 28,428 31,114
Depreciation 11,605 14,403 16,388 17,316 18,329
- Changes in WC 5,269 5,298 3,237 3,989 4,922
- CAPEX 32,050 39,170 11,382 12,356 13,524
Cashflow (FCFF) -6,923 -5,740 27,959 29,400 30,996
Terminal value 473,128
DCF (5,512) (4,077) 17,721 16,627 175,646
Firm value 220,377
- Debt 63,670
+ Cash and cash equivalent 9,154
Equity value 165,861

28,500
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Variable Value ‘
D/E 43%

Beta 1.28

Risk-free rate 3%

Cost of equity 15%

Cost of debt 6%

WACC 12.07%

For WACC, we use the 10-year Vietnamese government bond yield at 3% as the risk-free rate.
Beta is calculated based on the latest 5-year historical data of HPG and VNINDEX. Based on
those assumptions, HPG's FCFF target price is valued at VND 28,500.

P/E method

Based on the P/E method, we collect data from domestic steel companies. Along with that, with
the average 5-year historical P/E of HPG at 8.00, we estimate HPG's target P/E at 8.00. Combined
with a 2022 forward EPS of VND 2,739, the target price of HPG is valued at VND 21,900.

2018 2019 2020 2021 2022
P/E 6.65 7.77 9.20 5.38 11.00
Average P/E 8.00
HPG EPS Forward (VND) 2,739
Target price (VND) 21,900
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Company background
Company history
Hoa Phat was established in August 1992, beginning as a construction machine trading company,
then expanded to other fields such as furniture, steel pipes, construction steel, refrigeration, real
estate, and agriculture. On November 15, 2007, Hoa Phat officially listed shares on the Vietnam
stock market with the stock ticker HPG.
Currently, the Hoa Phat operates in 05 fields: Iron and steel (construction steel, hot rolled coil),
steel products (including steel pipes, galvanized steel, drawn steel, and prestressed steel),
agriculture, real estate, and household appliances. Hoa Phat's core business is iron and steel
products, contributing over 90% of the group's revenue and profit.
Revenue breakdown of Hoa Phat in 9M2023 Revenue and net profit of Hoa Phat 2018 —9M/2023
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Source: Company report, Shinhan Vietnam Securities

Update business results in Q3/2023

Q3/2023, Hoa Phat Group achieved revenue of VND 28,766 billion, down 16% YoY. Profit after
tax recorded VND 2,000 billion, an increase of 212% YoY and 38% QoQ. Accumulated for the
first 9 months of 2023, Hoa Phat reached VND 85,430 billion in revenue, down 27% YoY. Profit
after tax reached VND 3,830 billion, down 63% YoY, equivalent to completing 48% of the year's
plan.

Although revenue in Q3/2023 decreased compared to Q2/2023, about 3.5%, profit after tax
increased by 38% compared to the previous quarter. This comes from the profit margin improving
from 10.8% in Q2/2023 to 12.6% in Q3/2023. This comes from the fact that consumption volume
in Q3/2023 grew by about 7% compared to Q2/2023. In addition, coking coal prices have
decreased by about 20%, helping profit margins in Q3/2023 improve.

Hoa Phat sales volume 2018 —9M/2023 (tons) Consumption volume by product structure 2018 —9M/2023 (tons)
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Source: Company report, Shinhan Vietnam Securities

5 | € Shinhan Securities



[Vietnam / Steel]

th
COMPANY REPORT Hoa Phat Group SC (HPG) November 6", 2023

Accumulated in the first 9 months of 2023, sales volume of steel of all kinds (excluding steel pipe
and galvanized steel products) will reach 4.6 million tons, down 19% YoY. Of which, Hoa Phat's
construction steel and high quality steel recorded 2.57 million tons, down 25% YoY. Of which
the export market contributed nearly 490,000 tons. HRC products reached nearly 2 million tons,
down 3% YoY. In addition, Hoa Phat also provided the market with 488,000 tons of steel pipes
and 240,000 tons of galvanized steel sheets of all kinds, down 14% YoY and 3% YoY respectively.

Sales volume and market share of construction steel 2018 —9M/2023 Sales volume and market share of steel pipe 2018 —9M/2023
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Source: Company report, Shinhan Vietnam Securities
Hoa Phat ranks first in the market share of construction steel and steel pipes. However, due to
competitive developments when the market goes down, the construction steel market share will
decrease from 35% at the end of 2022 to 33%. Steel pipe market share in the first 9 months of
the year also decreased from 29% to 27%.
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Key event chart of HPG
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Appendix: Financial statements

Statement of financial position

Statement of comprehensive income

November 6 2023

Year to Dec. (bn VND) 2022 2023F  2024F  2025F  2026F  YeartoDec.(bnVND) 2022 2023F  2024F  2025F  2026F
Total assets 170336 183574 204,360 237,184 267,136  Revenue 142771 117438 137,536 160,666 173,001
Current assets 80515 70877 71,042 79031 113850 Growth (%) 5%  -18% 17% 17% 8%
Cash & equivalents 8325 7586 1,157 1468 31,594  COGS 124646 107,208 116532 133401 143,645
Short:term financial asset 26268 26268 26268 26268 26268  Grossprofit 16763 10230 21,004 27,265 29,355
Accounts receivable 11,431 8156 9809 11802 13462 GPM (%) 12% 9% 15% 17% 17%
Inventories 34491 28867 33808 39493 42525  SG&A 3685 2590 3033 3543 3815
Non-current assets 89,821 112696 133317 158153 153286  Operating profit 13078 7,640 17971 23722 25540
Netfixed assets 70833 93775 114220 138986 133,980 Growth (%) -65%  -42%  135% 32% 8%
Investment assets 88 88 88 88 88 OPM (%) 9% 7% 13% 15% 15%
Other long-term assets 18900 18834 19010 19079 19218  Non-operatingprofit (3,155) 140 420 619 477
Total liabilities 74223 82908 89,868 103,666 113124 Financial income 3744 3079 3606 4213 4536
Current iabilties 62,385 69217 73980 81,180 87,826 Financial expense (7027)  (295¢) (3207)  (3617)  (4,084)
Accounts payable 11007 14981 16284 18642 20073 Inwhich: interest expenses (3084) (295¢) (3207)  (3617) (4084
Shortterm borrowings 46749 49685 53123 57,943 63133 Net other non-operating profit 128 7 20 24 25
Others 4,530 4,551 4572 4,59 4,620 Pre-tax profit 9923 7,780 18,391 24,341 26,018
Non-current liabilties 11837 13692 15888 22485 25298 Income tax (1479 (011 (2391 (3164) (3382
Longterm borrowings 11152 12913 14976 21,403 23998  Netprofit 8444 6768 16000 21,176 22,635
Other financial iabilties 686 779 912 1,082 1,300 Growth (%) -76%  -20%  136% 32% 7%
. NPM (%) 6% 6% 12% 13% 13%
Total shareholders' equity 96,113 100,665 114492 133519 154,012 Controlingnterest 8484 6737 15926 21078 2253
Capital stock 58,148 58,148 58,148 58,148 58,148 Non: -controlling interest (39) (31) (74) (98) (1 05)
Capital surplus 3212 3212 3212 3212 3212 BIT 13007 10736 21597 27,958 30,102
Other captal 33834 38386 52213 71,240 91,732 Growth (%) 6% 7% 101% 20% 8%
Retained earlninlgs . 814 814 814 814 814 EBIT Margin (%) 9% 9% 16% 17% 17%
. Non-controlling interest equity 106 106 106 106 106 EBITDA 19821 19823 33202 42361 46,490
Total debt 57,900 62,598 68099 79346 87,131 Growth (%) 570, 0% 67% 8% 0%
*Net debt (cash) 49576 55012 66942 77,878 55536 EBITDA margin (%) 14% 17% 249 26% 27%
Statement of cash flow Key ratios

Year to Dec. (bn VND) 2022 2023F  2004F  2025F  20%6F  YearwoDec 2022 2023F  2024F  2025F  2026F
- EPS(VND) 1636 1159 2739 3625 3875
Cash flow from operations 12192 28839 22367 30482 35971 BPS(VND) 18539 17312 19690 22962 26,486
Net profit 9,923 7,780 18,391 24,341 26,018 DPS(VND) 433 386 386 386 386
Depreciation expense 6814 9087 11605 14403 16388 PER(Y) 100 1985 840 634 594
(Gain) from investing activites (1822 - - - - PBR(Y) 1.09 133 117 100 087
Interest expense/ income 49 - - - - EV/EBITDA(Y) 7.79 9.50 950 567 444
Change inworking capttal (1954) 13258  (4634) (4455  (2124) Dividend payout ratio (%) 2% 2% 2% 2% 1%
Others 819 (317 (3068) (3905 (4419 Dividend yield (%) 2% 2% 2% 2% 2%

Cash flow from investments (24712) (32029) (32050) (39170) (11,382) Profitability
Change in fixed assets (17966) (32,029) (32,050) (39,170)  (11,382) EBITDA margin (%) 14% 17% 24% 26% 27%
Change in investment assets 14 - - - = OPM (%) 9% 7% 13% 15% 15%
Others (6.759) - = - = NPM (%) 6% 6% 12% 13% 13%
Cash flow from financing (1,617) 2450 3254 8999 5538 ROA(%) 5% 4% 8% 10% 9%
Changen equiy 2 - = - = ROE (%) 9% 7% 15% 17% 16%
Net borrowing 626 469 5501 11247 7785 @bty N
Diidends Q1) 247 Q241 (47 (2247) ngzte‘;:f;'g (;§'°(%) Nl o o
Changein total cash (14,137) (739) (6429 311 30127 Cash ratio (%) 13% 1% 2% 2% 36%
Beginning cash 22,471 8,325 7,586 1,157 1,468 Interest coverage ratio (x) 4.22 3.63 6.74 7.73 7.37

Change in FXrates (10) - - - - Activity (%)
Ending cash 8325 7,586 1157 1468 31,59 Inventory turnover (days) 9795 9846 8317 8326 8652
Accounts receivable turnover (days) 2244 24.94 17.74 17.76 1845
Accounts payable turnover (days) 51.01 44.41 4897 4778 4919
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Hoa Phat Group JSC (HPG)
Share price Date Rating ™ TP gap (%)
( , (WND)| TB Max/Min
pts) VN Index (LHS) e HPG VN Equity (RHS)
100% - 23/02/2023 (Initiate) BUY| 26100| 003 -35/121
06/11/2023 (Update) HOLD| 27200 32 -8/130

80% 4

60% -

40% A

20% A

0% A

T_M

-20% A

-40% -

Target price (VND)
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35,000 -

HPG VN Equity (RHS)
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20,000 A
15,000 A
10,000 A

5,000 A

0
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Note: Calculation of target price gap based on past 12 months

Shinhan Securities Vietnam

¢ BUY: Expected 12-month gain of 15% or more
¢ HOLD: Expected 12-month loss of 15% to gain of 15%
¢ SELL: Expected 12-month loss of 15% or more

Stock Sector

¢ OVERWEIGHT: Based on market cap, largest share of sector stocks under coverage is rated
BUY

* 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
SHLL
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Compliance & Disclosure Notice

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: Le Duc Tien

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: HPG 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 Vietnam
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 Vietnamese 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.

* o

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.

1 | € Shinhan Securities



m'n

F Shinhan Investment Network

SEOUL

Shinhan Securities Co., Ltd
Shinhan Investment Tower

70, Youido-dong, Yongdungpo-gu,
Seoul, Korea 150-712

Tel : (82-2) 3772-2700, 2702

Fax: (82-2) 6671-7573

NEW YORK

Shinhan Investment America Inc.

1325 Avenue of the Americas Suite 702,
New York, NY 10019

Tel : (1-212) 397-4000

Fax:(1-212) 397-0032

Hong Kong

Shinhan Investment Asia Ltd.
Unit 7705 A, Level 77
International Commerce Centre
1 Austin Road West

Kowloon, Hong Kong

Tel : (852) 3713-5333

Fax:(852) 3713-5300

Indonesia

PT Shinhan Sekuritas Indonesia

30th Floor, IFC 2, 1. Jend. Sudirman Kav.
22-23, Jakarta, Indonesia

Tel : (62-21) 5140-1133

Fax:(62-21) 5140-1599

@ E DS EE & & www.shinhaninvest.com

Shanghai

Shinhan Investment Corp.

Shanghai Representative Office

Room 104, Huaneng Union Mansion No0.958,
Luijiazui Ring Road, PuDong, Shanghai, China
Tel : (86-21) 6888-9135/6

Fax : (86-21) 6888-9139

Ho Chi Minh

Shinhan Securities Vietnam Co., Ltd.

22nd Floor, Centec Tower, 72-74 Nguyen Thi Minh Khai Street,
District 3, Ho Chi Minh City, Vietnam

Tel : (84-8) 6299-8000

Fax : (84-8) 6299-4232

Ha Noi

Shinhan Securities Vietnam Co., Ltd.

Hanoi Branch

2nd Floor, Leadvisors Building, No. 41A Ly Thai To,
Ly Thai To Ward, Hoan Kiem District, Hanoi, Vietnam.
Tel : (84-8) 6299-8000

€ Shinhan Securities



