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On the road to recovery

Update with BUY call and target price of VND 25,800

Hoa Sen Group Joint Stock Company (HSG) is a leading enterprise in the field of galvanized steel
sheetsin Vietnam. Hoa Sen Group mainly produces galvanized steel products, steel pipes, plastic
pipes and retails construction materials. Adverse situation in the steel industry has led to Hoa
Sen's declining business results in 2023. However, with a widespread retail system and leading
market share in the galvanized steel segment, Hoa Sen is expected to recover strongly in 2024
when the steel industry recovers. We update the valuation of HSG shares at VND 25,800,
corresponding to a profit of 17%. We use DCF and P/E valuation methods to value Hoa Sen.

Updated Q3/2023 business results

For the whole fiscal year 2022/2023, Hoa Sen Group recorded revenue of VND 31,651 billion,
(-36% YoY), profit after tax reached VND 28 billion (-88% YoY). Sales output reached 1.4 million
tons, (-22% YoY)in the context of the domestic and world steel industry facing many difficulties
due to reduced demand. Although HSG's business situation in 2023 has declined, business
results have improved strongly from quarter to quarter, in which profit after tax of Q4/2023
reached VND 438 billion, an increase of 31 times compared to Q3/2023. HSG's gross profit
margin also increased from 10.32% in Q3/2023 to 13.22% in Q4/2023.

Steel prices are expected to recover thanks to China's support package and production
restrictions

China has just issued 1,000 billion yuan of government bonds to promote production and
infrastructure development. This positively supports construction steel demand in the Chinese
market, which accounts for more than 50% of global consumption demand. Chinese steel
manufacturers also cut production output in Q4/2023 in the context of steel prices remaining
atalow levelin 2023. HRC steel prices have increased by 4% since the bottom in October 2023.
thereby contributing to improving revenue and gross profit margin for Hoa Sen.

Strong growth prospects in 2024

With HRC steel prices returing to recovery and steel consumption gradually improving. We
expect Hoa Sen's revenue in 2024 to reach VND 36,263 billion, and profit after tax to reach
VND 2,095 billion. This comes from the fact that HSG's gross profit margin has stabilized again
as the business has completely liquidated old steel at high prices, in addition to the recovery in
consumption helping to improve costs per product. Products.

Risks: (1) Risk of fluctuations in steel and coke prices; (2) Risk of unstable domestic real estate
market; (3) Risk of the world economic situation downturn.

Yearto Dec, 2023 2024F 2025F 2026F 2027F
Revenue (bn VND) 32,084 38822 46,586 55,903 67,084
OP (bnVND) 102 2358 3312 4015 4817
NP (bn VND) 28 2,092 2,930 3,552 4,262
EPS (VD) 1636 3402 4766 5776 6931
BPS(VND) 1749 19,898 23663 28439 34370
OPM (%) 0% 6% 7% 7% 7%
NPM (%) 0% 5% 6% 6% 6%
ROE (%) 9% 17% 20% 20% 20%
PR 1344 647 462 381 317
PBRIX) 126 11 093 077 064
EV/EBITDA () 1103 466 360 31 269

Source: Company data, Shinhan Securities Vietnam

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 conflict of interest that could affect the objectivity 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 dffiiate thereof, are not registered/qualified as research analysts
with FINRA, may not be associated persons of the member and may not be subject to FINRA restrictions on communications with a subject company, public
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Valuation and Recommendation

Recommend with BUY at a target price of VND 25,800

We offer an update valuation of Hoa Sen Group (HSG) with a buy recommendation and a target
price of VND 25,800 for an increase of 17%. For long-term investment vision, HSG can be
considered with the following advantages:

1) Having the largest market share in galvanized steel sheets and a wide distribution
system

2)  Profit margin prospect improves thanks to HRC steel price increase

3) Long-term prospect with Hoa Sen Home furniture and construction material
supermarkets

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 Sen Group (HSG).

Method Weight ‘ Price ‘
FCFF 80% 25,100
P/E 20% 28,600
Target price (VND) 25,800
Current price (VND) 22,000
Upside (%) 17%

Discounted Cash Flow (DCF) method —FCFF

Unit: Billion VND

EBIT*(1-Tax rate) 2,177 2,960 3,552 4,262 4,653
Depreciation 972 1,085 1,099 1,116 756
- Changes in WC -1,619 1,344 1,613 1,971 1,429
- CAPEX 141 169 203 244 266
Cashflow (FCFF) 4,626 2,532 2,835 3,163 3,713
Terminal value - - - - 26,517
DCF 4,079 1,969 1,945 1,913 8,162
Firm value 18,069
- Debt 3,290
+ Cash and cash equivalent 669
Equity value 15,448

25,100
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Variable Value ‘
D/E 22.7%

Beta 1.31

Risk-free rate 3.0%

Cost of equity 15.6%

Cost of debt 4.2%

WACC 13.3%

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 HSG and VNINDEX. Based on
those assumptions, HSG's FCFF target price is valued at VND 26,500.

P/E method

Based on the P/E method, we collect historical P/E data for 5 years to calculate the median of 5-
year historical P/E of HSG at 8.40, we estimate HSG's target P/E at 8.40. Combined with a 2024
forward EPS of VND 3,402, the target price of HSG is valued at VND 28,600.

2018 2019 2020 2021 2022
P/E 5.89 8.91 8.40 4.08 23.67
Median 8.40
HSG EPS Forward (VND) 3,402
P/E Target 8.40
Target price (VND) 28,600
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Company background
Company history

Hoa Sen Group (HSG) was established on August 8, 2001. In 2008, the Company was officially
listed on HOSE with the stock ticker HSG. Over 20 years of establishment, Hoa Sen Group has
become the number one enterprise in the field of galvanized steel sheets in Vietnam in both
domestic and foreign markets, accounting for 29% of the domestic market share and 30% of the
export market.

Hoa Sen Group owns a system of more than 600 branches and retail stores across the country. In
addition to the domestic market, Hoa Sen Group constantly promotes export activities in many
potential markets in the Middle East, South Asia, Africa, Australia, Europe, and America. Currently,
Hoa Sen Group's products are present in more than 87 countries and territories.

Hoa Sen's business structure
Building Hoa Sen
materials Home JSC
& interior (expected)
= Steel sheet .
Steel pipe Hoa Sen P;;dl:ctlo: Hoa Sen
Group Pla es o Plastic JSC
Plastic pipe astics
Steel
sheet and
Steel Pipe

Source: Company Report, Shinhan Securties Vietnam

Hoa Sen Group has three main business segments including the Production and trading of steel
sheets and steel pipes; the distribution of building materials and interior decoration and plastic
production. Which, the plastic business segment is in charge of Hoa Sen Plastic JSC. Hoa Sen
Group also plans to establish Hoa Sen Home Joint Stock Company, thereby separating the
building materials segment for Hoa Sen Home to be in charge of.

Hoa Sen's main products include galvanized sheets, steel pipes, and plastic pipes. Which,
galvanized sheets accounted for more than 80% of Hoa Sen's product structure.

Update business results in Q3/2023

At the end of the fourth quarter of the 2022/2023 fiscal year (corresponding to the third quarter
of 2023), Hoa Sen Group Joint Stock Company recorded net revenue in Q4/2023 reaching VND
8,107 billion, an increase of 2% compared to Q4/2022 and decreased by 6% compared to
Q3/2023. Profit after tax reached VND 438 billion in Q4/2023, an increase of 31 times compared
to Q3/2023.

For the entire 2022/2023 fiscal year, Hoa Sen Group recorded revenue of VND 31,651 billion,
down 36% YoY, profit after tax reached VND 28 billion, down 88% YoY. Sales output reached 1.4
million tons, down 22% YoY in the context of the domestic and world steel industry facing many
difficulties due to reduced demand.

HSG's gross profit margin has improved, in which HSG's gross profit margin has increased from
10.32% in Q3/2023 to 13.22% in Q4/2023. This comes from HRC steel prices remaining at a low
level in the period from August 2023 to September 2023.

Hoa Sen Group also recorded sales and administrative expenses reaching VND 627 billion, down
18% YoY and down 25% QoQ, showing efforts to cut costs by Hoa Sen. This helps Hoa Sen's net
profit margin increase from 0.16% in Q3/2023 to 5.41% in Q4/2023.
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Hoa Sen sales volume 2018 - 2023 (tons) Consumption output by product structure (tons)
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Accumulated in the first 9 months of 2023, Hoa Sen's galvanized steel consumption output
reached 851,361 tons. Hoa Sen's market share of galvanized steel sheet segment decreased from
29% in 2022 to 27% in 2023. Steel pipe consumption output reached 207,296 tons, of which the
market share of steel pipe segment decreased about 1% compared to 2022.
Galvanized steel market share in 9M/2023 (%) Market share of steel sheet and steel pipes 2020 — 9M/2023 (%)
40% |_|36%
33% |
HSG 30% Elme 2%
= NKG
20%
= Ton Dong A
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e %
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Nguoni Béo céo cong ty, Chimgkhoan Shinhan Viét Nam
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Key event chart of HSG
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Appendix: Financial statements

Statement of financial position

Statement of comprehensive income

November 221 2023

Year to Dec. (bn VND) 2023 2024F  2025F  2026F  2027F Year to Dec. (bn VND) 2023  2024F  2025F  2026F  2027F
Totalassets 17347 16,870 18078 21,600 25966 Revenue 32084 38822 46586 55903 67,084
Curent assets 11265 11578 13698 18093 23316 Growth (%) 6% 2% 20%  20%  20%
Cash &equivalerts 597 3125 3470 5705 8302 COGS (28593) (33318) (39,582) (47498) (56,998)
Short-term financial asset 26 26 26 26 26 Gross profit 3058 5504 7,005 8406 10,087
Accountsreceivable 3029 2618 3233 3998 4952 GPM (%) 10% 14% 15% 15% 15%
Inventories 7613 5808 6970 8364 10036 SG8A (2875) (3332) (3998) (4798) (5757)
Non-currert assets 6083 5292 4379 3507 2650 Operating profit 183 2172 3006 3608 4329
Net fixed assets 5020 4189 3273 2377 1505 Growth (%) -69%  1089%  38% 20% 20%
Investment assets - - - - - OPM (%) 1% 6% 6% 6% 6%
Other long term agsets 1063 1003 1106 1130 1146 Non-operating profit (1) 232 362 475 569
Total liabilties 6569 4611 3499 4079 4,792 Financialincome 233 283 339 407 488
Current labilties 6553 4584 3453 3999 4654 Financial expense (314) 97 (349 - -
Accounts payable 2887 2288 2718 3261 3914 Inwhich’ interest expenses (195) 67) (34 - -
Short-term borrowings 2,936 1,564 - - - Net other non-operating profit 50 47 56 68 81
Others 729 732 735 738 740 Pre-tax profit 152 2,405 3,368 4,082 4,899
Non-current liablties 16 27 47 80 138 Income tax (123 (313 (438  (531) (637
Long-term borrowings - - - - - Net profit 28 2,092 2,930 3,552 4,262
Other financal liabilties 16 27 47 80 138 Growth (%) 89%  7274%  40% 21% 20%
) NPM (%) 0% 5% 6% 6% 6%
Total shareholders equity 10,778 12,258 14578 17521 21,174 Conolngineret 2 0o I o
Capftalstock 6,160 6,160 6,160 6,160 6,160 Non-cortroling nterest © @ © @ ®
Capntalsur.plus 157 157 157 157 157 EBIT 347 2502 3402 4,082 4899
Otfer capital 4367 5847 8167 11109 14,763 Gonth(®) 6% 60%  36% 20% 20%
Retained earjing.s A 78 78 78 78 78 EB Margin (%) 1% 6% 7% 7% 7%
Non-controlling interest equity 16 16 16 16 16 EBITDA 1467 3473 4487 5182 6,015
Fotaldebt 2936 1564 - - - Growth(%) 9% 137%  29%  15%  16%
*Net debt (cash) 2339 (1561) (3470) (5705 (8302 EBITDA margin (%) 5% 9% 10% 9% 9%
Statement of cash flow Key ratios
Year to Dec. (bn VND) 2023 2024F  2025F  2026F 2027 YeartoDec 2023 2024F  2025F  2026F 2027F
- EPS(VND) 1636 3402 4766 5776 6931
Cashflow from operations 1657 4,658 2,694 3055 3457 S (\D) 174% 19898 23663 28439 34370
Net profit 28 2,092 2,930 3,552 4,262 DPS(VND) 0 1,000 1,000 1,000 1,000
Deprecation expense 119 972 1085 1099 1116 PER(Y) 1344 647 462 381 317
(Gain) frominvesting acties - - - - - PRR() 126 1 093 077 0.64
Interest expensefincome (197) - - - - EVEBTDA(Y) 1103 466 360 312 269
Change inworking capital 1,255 1826 (1,067) (1,241 (1,471) Dividend payout ratio (%) 0% 5% 4% 4% 3%
Others (549 (32 (55 (355  (451) Dividend yield (%) 0% 5% 5% 5% 5%
Cashflow from investments (14)  (14)  (169) (203  (244) Profitability
Change infixed assets (182 (141) (169) (203) (244) EBITDA margin (%) 5% 9% 10% 9% 9%
Change ininvestment assets 40 - - - - OPM (%) 1% 6% 6% 6% 6%
Others 2 - = - = NPM (%) 0% 5% 6% 6% 6%
Cashflow from financing (1,251  (1,988) (2,180) (616)  (616) ROA(%) 0% 12% 17% 18% 18%
Cronge nequty = - = - = R.C.)E(%) 0% 18% 22% 22% 22%
Netborrowing 1250 (372 (564 - - By i R 5 -
Diddends O @9 o @©f {9 iféiffiz(%'ow W% A% T 0% -138%
Change intotal cash 265 2528 344 2235 2,597 Cashratio(%) 9% 68%  100%  143%  178%
Beginning cash 330 597 3125 3470 5705 Interest coverageratio (x) 178 2576 10079
Change inFX rates 2 - = - = Activity (%)
Ending cash 597 3125 3470 5705 8302 Inverttory tumover (days) 8537 6309 5006 5006 5006
Accountsreceivable turnover (days) 2150 1897 1471 1471 1471
Accounts payable turover (days) 2506 2834 2308 2297 2297
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Hoa Sen Group (HSG)
. ) TP TP gap (%)
Share price Dete Foting (VND) B Max/Min
(pts)  ce-=- VN Index (LHS) HSG VN Equity (RHS) (VND)
250% - 14/04/2023 (Initiate) HOLD|  16100| -36 -63/134
22/11/2023 (Update) BUY 25800 69 8/288
200% A
150% A
100% A
50% 4
:\—N—’"".\,-..—--..p-""”-.“'~‘—"~'t-
0% 1<
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Target price (VND)
(pts) HSG VN Equity (RHS) (VND)
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0
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Note: Calculation of target price gap based on past 12 months
Shinhan Securities Vietnam
Stock Sector
¢ BUY: Expected 12-month gain of 15% or more ¢ OVERWEIGHT: Based on market cap, largest share of sector stocks under coverage is rated
¢ HOLD: Expected 12-month loss of 15% to gain of 15% 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
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: HSG 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.
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