| & | .
[— ] e
'-.. r\n

AE
[ Nt

[ Vietnam / Steel ]

HOLD

Update report

Target price (12 months) 24 ,700 VND

Current price (21/02124) 22,700 VND
Upside/downside (%) 881%
VNINDEX 1230
HNXINDEX 234
Market Cap (bn VND) 13892
Qutstanding shares (mn) 616
Free-Floating (mn) 414
52-Wk High/Low (VND) 23900113884
90-day avg, trading volume (mn) 148
90-day avg turnover (bn VND) 261
Hoa Sen Investment 1987%
Major shareholders ~ and Tourism Co, Ltd e
%) LePhuoc Vu 1702%
Performance 37 61 127
Absolute (%) 6.7 24.5 472

RelativetoVNHNdex (%)~ -4.6 202 341
Source: Bloomberg

Pty T VN Index (LHS) (VND)
HSG VN Equity (RHS)
1400 A - 25,000
1,200 A
20,000
1,000 -
800 15,000
600 1 L 10,000
400 -
L 5,000
200 A
0 0

DD D DD u
VAR VR IR
RN NN N

TienLe

S (84-28)6299-8011
P4 tienld@shinhan.com

Ly Bui- Head of Research

S (84-28)6299-8029
X lybtt@shinhan.com

Please click or scan

S

February21%2024 @ E & @ B2 B & & & BN e

Securities

, Hoa Sen Group
Ho
Bloomberg Code (HSGVN) | Reuters Code (HSG.HM)

Consumption demand is strengthened

Update with HOLD call and target price of VND 24,700

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 retail construction materials. Hoa Sen's business situation in Q1/2024 improved
significantly compared to the same period last year. Business operations are expected to
continue to grow thanks to continued recovery in both domestic and export demand. We
update the valuation of HSG shares at VND 24,700, corresponding to a profit of 8.81%. We use
DCF and P/E valuation methods to value Hoa Sen.

Updated Q1/2024 business results

Hoa Sen recorded Q1/2024 revenue reaching VND 9,250 billion (+16% YoY), Q1/2024 profit
after tax reached VND 103 billion, while the same period Q1/2023 recorded a loss of VND 680
billion. Hoa Sen's gross profit margin has gradually improved from 2.02% in Q1/2023 t0 10.47%
in Q1/2024. This comes from the fact that the business has completed the liquidation of
inventory at high prices, thereby significantly reducing the cost of goods sold.

Improve demand in both foreign and domestic markets

We estimate revenue in 2024 to reach VND 37,099 billion (+16% YoY), profit after tax to reach
VND 1,412 billion, and sales volume of all types of steel is expected to reach 1.61 million tons
(+15% YoY). We expect: (1) Domestic demand will grow by about 16% thanks to the recovery of
the real estate market. Legal reforms of the domestic real estate market will contribute to
promoting the real estate market therefore increasing domestic demand for steel consumption.
(2) The export market is expected to grow by about 20% thanks to the Chinese government's
support packages for the real estate market and the growth of world consumption demand.
According to the World Steel Association, steel demand in 2024 for Vietnam's main export
markets such as the US, EU, and ASEAN is forecast to grow by 1.6%, 5.8%, and 5.2% respectively.
Long-term growth prospects for Hoa Sen Home Construction Materials Supermarket chain

By the end of December 2023, the Hoa Sen Home system had 114 stores nationwide. Hoa Sen

Home chain is currently continuing to expand product lines with better profit margins, while
reducing operating costs, thereby improving profits for Hoa Sen Group.

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.

Year to Dec. 2023 2024F 2025F 2026F 2027F
Revenue (bn VND) 32,084 37,099 44519 53,423 64,107
OP (bn VND) 9% 1578 3147 3819 4583
NP (bn VND) 30 1,412 2,785 3379 4,054
EPS (VND) 1636 2296 4529 5494 6,593
BPS(VND) 17,498 18,795 22323 26817 32410
OPM (%) 0% 4% 7% 7% 7%
NPM (%) 0% 4% 6% 6% 6%
ROE (%) 9% 12% 20% 20% 20%
PER(x) 1412 1006 510 420 350
PBR() 132 123 103 086 071
EV/EBITDA () 1127 616 384 333 287

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
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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
appearances and trading securities held by a research analyst account. For analyst certification and important disclosures, refer to the Compliance & Disclosure
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Valuation and Recommendation

Recommend with HOLD at a target price of VND 24,700

We offer an updated valuation of Hoa Sen Group (HSG) with a hold recommendation and a target
price of VND 24,700 for an increase of 8.81%. 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) Improve demand in both foreign and domestic market

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 (DCF) valuation methods with the
weights of 20% and 80% respectively to value Hoa Sen Group (HSG).

Method Weight ‘ Price ‘
FCFF 80% 25,000
P/E 20% 23,400
Target price (VND) 24,700
Current price (VND) 22,700
Upside (%) 8.81%

Discounted Cash Flow (DCF) method —FCFF

Unit: Billion VND

EBIT*(1-Tax rate) 1,498 2,815 3,379 4,054 4,577
Depreciation 972 1,085 1,099 1,116 756
- Changes in WC -1,907 1,341 1,557 1,904 1,715
- CAPEX 141 169 203 244 275
Cashflow (FCFF) 4,235 2,390 2,718 3,022 3,343
Terminal value 27,993
DCF 3,767 1,891 1,912 1,891 8,300
Firm value 17,760
- Debt 2,965
+ Cash and cash equivalent 603
Equity value 15,398

25,000
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Hoa Sen Group (HSG)

Variable Value ‘
D/E 0.21

Beta 1.31

Risk-free rate 2.5%

Cost of equity 14.3%

Cost of debt 4.2%

WACC 12.4%

February 21, 2024

For WACC, we use the 10-year Vietnamese government bond yield at 2.5% 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 25,000.

P/E method

Based on the P/E method, we collect historical P/E data for 5 years to calculate the average of
the 5-year historical P/E of HSG at 10.19, we estimate HSG's target P/E at 10.19. Combined with a
2024 forward EPS of VND 2,296, the target price of HSG is valued at VND 23,400.

2018 2019 2020 2021 2022
P/E 5.89 8.91 8.40 4.08 23.67
Average 10.19
HSG EPS Forward (VND) 2,296
P/E Target 10.19
Target price (VND) 23,400
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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.
Structure of Hoa Sen products in 2022 Hoa Sen's business structure
2%
Building Hoa Sen
materials Home JSC
& interior (expected)
= Steel sheet .
Steel pipe Hoa Sen P;;dl:ctlo: Hoa Sen
PIP Group ales o Plastic JSC
= Plastic pipe Plastics
Steel
sheet and
Steel Pipe

Source: Company Report, Shinhan Securties Vietram

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.

Domestic and export revenue structure in 2023 (%) Hoa Sen galvanized steel and steel pipe output 2020 - 2023 (tons)
2,000,000
1,800,000
1,600,000
1,400,000
1,200,000
1,000,000
= Domestic 800,000
Export 600,000
59% 400,000
200,000
0
2020 2021 2022 2023
M Steel sheet Steel pipe

Source: Company Report, Shinhan Securties Vietnam

5 | € Shinhan Securities



COMPANY REPORT

Hoa Sen revenue 2021 —Q1/2024
60,000

[Vietnam / Steel]

st
Hoa Sen Group (HSG) February 21, 2024

Update business results in Q1/2024

At the end of the first quarter of the 2023-2024 fiscal year (corresponding to the 4th quarter of
2023), Hoa Sen Group Joint Stock Company recorded net revenue in Q1/2024 reaching VND
9,250 billion, an increase of 16% YoY and 12% QoQ. Profit after tax reached VND 103 billion in
Q1/2024, while the same period last year recorded a loss of VND 680 billion.

HSG's gross profit margin improved compared to the previous year, in which HSG's gross profit
margin increased from 2.02% in Q1/2023 to 10.47% in Q1/2024. This comes from the fact that
Hoa Sen has liquidated all old inventory at high prices, thereby helping to reduce the cost of
goods sold in 2024.

Hoa Sen's net profit margin decreased from 5.41% in Q4/2023 to 1.14% in Q1/2024, this mainly
comes from (1) Selling costs/revenue increased from 6.81% in Q4/2023 to 8.1% in Q1/2024. Sea
freight rates increased sharply at the end of the year due to the impact of the war in the Red Sea
area, thereby raising Hoa Sen's selling costs. (2) Gross profit margin decreased from 13.22% in
Q4/2023 to 10.47% in Q1/2024. This comes from the fact that HRC steel prices in Q1/2024 have
increased by about 14% compared to Q4/2023.

Hoa Sen net profit 2021 — Q1/2024

100% 5,000 300.0%
2741%

o 80%
50,000 4,000 \ 2000%
60%
40,000
40% 3,000 100.0%
30,000
20% 2,000 0.0%
20,000 o
1,000 -94.2% || ~88.0% -100.0%
0000 o [-e80%]
O m .. . - — oo
2021 2022 2023 Q1/2024 2021 2022 2023 Q1/2024
mmmm Revenue (billion VND) Revenue growth YoY (%) mmmm Net profit (billion VND) YoY Net profit growth (%)
Saurce: Company Report, Shinhan Securties Vietnam
Steel sheet market share in 9M/2023 (%) Market share of steel sheet and steel pipes 2020 —9M/2023 (%)
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Source: Company Report, Shinhan Securties Vietnam
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Key event chart of HSG
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Appendix: Financial statements

Statement of financial position

[Vietnam / Steel]
Hoa Sen Group (HSG)

Statement of comprehensive income

February 21%, 2024

Year to Dec. (bn VND) 2023 2024F  2025F  2026F  2027F Year to Dec. (bn VND) 2023  2024F  2025F  2026F  2027F
Totalassets 17365 16212 17,149 20473 24,603 Revenue 32084 37099 44519 53423 64107
Current assets 11275 10916 12764 16962 21,947 Growth (%) -36% 16% 20% 20% 20%
Cash &equivalents 597 2797 2935 5054 7,508 OGS (28590) (32,506) (37,837) (45405) (54486)
Short-term financial asset 26 26 26 26 26 Gross profit 3,061 4,593 6,682 8,018 9,622
Accountsreceivable 3023 2542 3142 3888 4,820 GPM(%) 10% 12% 15% 15% 15%
Inventories 7629 5551 6662 7994 9593 SG8A (2884) (3186) (3823) (4588) (5505)
Non-current assets 6,09 5296 4385 3511 2656 Operating profit 177 1407 2858 3430 4116
Net fixed assets 5020 4189 3273 2377 1505 Growth (%) -70%  696%  103% 20% 20%
Investment assets - - - - - OPM (%) 1% 4% 6% 6% 6%
Other long-termassets 1071 1007 1012 1134 151 Non-operating profit @1 26 343 453 544
Totalliabilities 6585 4634 3397 3952 4636 Financialincome 233 270 324 389 467
Current ibilties 6569 4606 3350 3872 4498 Financial expense (314) (%) (35) - -
Accounts payable 2885 2231 2597 317 3740 Inwhich’ interest expenses (195) (%8) (39) - s
Short-term borrowings 2,936 1,625 - - - Net other non-operating profit 50 45 54 64 77
Others 747 750 753 755 758 Pre-tax profit 146 1623 3,201 3,883 4,660
Nor-current liabilties 16 27 47 80 138 Income tax (116) (@n) (41¢) (505 (606)
Long-term borrowings - - - - - Net profit 30 1,412 2,785 3379 4,054
Other financal liabilties 16 27 47 80 138 Growth (%) -88%  4597%  97% 21% 20%
) NPM (%) 0% 4% 6% 6% 6%
Total shareholders equity 10780 11,579 13753 16521 19,967 Contorgites 2 ws IOl e B
Capftalstock 6,160 6,160 6,160 6,160 6,160 Non-cortrolinginterest © 6] 6] © @
Capntalsur.plus 157 157 157 157 157 EBIT 342 1722 3236 3,883 4660
Other capital 4369 5168 7342 10110 13556 Gonth(®) 7% a04%  88% 0% 20%
Retained earjing.s A 78 78 78 78 78 EB Margin (%) 1% 5% 7% 7% 7%
Non-controlling interest equity 16 16 16 16 16 EBITDA 1472 2693 432 4983 5776
¥Totaldebt 2936 1625 - - - Growth (%) 8% 8%  60%  15% 6%
*Net debt (cash) 2339 (1172) (2935 (5054) (7508 EBITDA margin (%) 5% 7% 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 2296 4529 5494 6593
Cash flow from operations 1,866 4,269 2,549 2,938 3315 BPS (VD) 17498 18795 22323 26817 32410
Net profit 30 1,412 2,785 3,379 4,054 DPS(VND) 0 1,000 1,000 1,000 1,000
Depreciation expense 1131 972 108 1099 116 PERKY 1412 1006 510 420 350
(Gain) from nvesting activtes - - - - - PRR(Y) 132 1.23 103 086 071
Interest expensel income (197) - - - - EVEBTDA(Y) 127 6.16 384 333 287
Change inworking capital 1,435 2114 (1,064) (1,185 (1,404) Dividend payout ratio (%) 0% 5% 4% 4% 3%
Others (533) (29 (58 (355 (452 Dividend yield (%) 0% 4% 4% 4% 4%
Cash flow from investments (350) (141) (169) (203) (244) Profitability
Change infixed assets (374) (141) (169) (203) (244) EBITDA margin (%) 5% 7% 10% 9% 9%
Change ininvestment assets 22 - - - - OPM (%) 1% 4% 6% 6% 6%
Others 2 - = - = NPM (%) 0% 4% 6% 6% 6%
Cash flowfrom financing (250  (1.927) (241)  (616)  (616) ROA(%) 0% 8% 7% 18%  18%
Crongs neauty = - = - = R.C.)E(%) 0% 13% 22% 22% 22%
Netborrowing (1250 (31 (625 - - By i TR 5 -
Didends U €9 SEEE ©9 BED iféiffiz(%'ow BN 8% 0% 130
Change in total cash 265 2,200 138 218 2455 Cashratio %) 9% 61% 88%  131%  167%
Beginning cash 330 597 2797 2935 5054 Interest coverageratio(x) 175 1749 9228
Change inFX rates 2 - = - = Activity (%)
Ending cash 597 2797 2935 5054 7,508 Inverttory tumover (days) 8546 6484 5007 5007 5007
Accountsreceivable turnover (days) 2147 19.44 1471 1471 1471
Accounts payable turover (days) 2505 2873 2329 2297 2297
9 | € Shinhan Securities
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Hoa Sen Group (HSG)
i TP TP gap (%)
Share price Date Rating &P :
) (VND) B Max/Min
o  ———— VN Index (LHS) HSG VN Equity (RHS)
80% - 14/04/2023 (Initiate) HOLD| 16100 -36 -63/134
70% A 22/11/2023 (Update) BUY 25800 | 69 8/288
60% 1 21/02/2024 (Update) HOLD 24700 | 63 4274
50%
40% A
30% A
20% - -
Lol D
10% A T e~ ser’
"‘v ""v’l-\
0% Piyv=- Sew? "\JA‘
-10%
T 8223383283823 833
3338335883 ¢2¢=29¢7755
Target price (VND)
(VND) HSG VN Equity (RHS)
30,000 1
28,000 A
26000
24,000 A
22,000 A
20,000 A
18,000 A
16000
14,000 4
12,000 A
10,000
2833323233328 383 &
33333858882 ¢=9¢93558
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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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
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