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Update report
Target price (12 months) 27,700 VND
Current price (01/03/24) 24150 VND
Upside/downside (%) 15%
VNINDEX 1258
HNXINDEX 236
Market Cap (bn VND) 6,358
Qutstanding shares (mn) 263
Free-Floating (mn) 160
52-Wk High/Low (VND) 25800113800
90-day avg, trading volume (mn) 99
90-day avg turnover (bn VND) 226
HoMinh Quang 1184%
Major shareholders Unicoh Specialty 585%
) Chemicals 0
Performance 37 61 127
Absolute (%) 1.2 340 708
Relativeto VNHNdex (%)~ -1.8 30.1 504
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Bloomberg Code (NKG VN) | Reuters Code (NKG.HM)

Go through the valley

Update with BUY call and target price of VND 27,700

Nam Kim Steel JSC (NKG) is the top 3 largest enterprises in the field of galvanized steel with
export markets to more than 50 countries globally. Nam Kim's business situation has had many
positive changes and the business has returned to profit in 2023. Entering 2024, with domestic
and export demand for steel improving strongly, the business results of Nam Kim are expected
to have drastic changes. Along with that, Phu My factory will be a long-term growth driver for
Nam Kim. We update the target price for NKG shares at VND 27,700, corresponding to an upside
of 15%. We use DCF and P/E valuation methods with weights of 70% and 30%, respectively.

Updated business results of 2023

Nam Kim recorded 2023 revenue reaching VND 18,596 billion (+3.7%YoY), profit after tax
reaching VND 117 billion, while the same period recorded a loss of VND -125 billion. Nam Kim
has liquidated all old inventory at high prices, thereby significantly improving the gross profit
margin. In addition, Nam Kim's sales and administrative expenses also decreased -47% YoY
thanks to a reduction in transportation costs.

Both domestic and export markets show signs of recovery

We estimate revenue in 2024 to reach VND 22,538 billion (+21% YoY), profit after tax to reach
VND 489 billion, and sales volume to reach 1.03 million tons (+20% YoY). We expect: (1) Nam
Kim's domestic steel consumption demand will grow by about 20% thanks to the recovery of
the domestic real estate market. Legal reforms in the real estate sector will form the basis for the
real estate market to recover in 2024. (2) Nam Kim's export revenue is expected to grow by about
23% thanks to support packages of the Chinese government for the real estate market, which
will strengthen steel demand. Besides, according to the World Steel Association, steel
consumption demand in 2024 of 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.

Nam Kim Phu My project is ready to expand capacity when the steel industry recovers

Nam Kim Phu My project is expected to double Nam Kim's current capacity from 1 million tons
in 2023 to 2.2 million tons in 2027. The project is divided into 3 phases in 2024, 2025, and 2027,
each phase increases capacity to 400,000 tons. The project is assessed to elevate the company
in the long-term prospect, taking advantage of opportunities when the steel market recovers.

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) 18,621 22,538 27,084 32,501 39,001
OP (bn VND) 177 562 1,099 1,295 1,530
NP (bn VND) 17 489 957 1,127 1,331
EPS (VND) 446 1,859 3634 4,281 5057
BPS(VND) 20,598 21,457 24,091 27372 31,429
OPM (%) 1% 2% 4% 4% 4%
NPM (%) 1% 2% 4% 3% 3%
ROE (%) 2% 9% 15% 16% 16%
PER (x) 55.28 1286 6.58 558 473
PBR (x) 060 111 099 087 076
EV/EBITDA (x) 3389 1215 745 483 402

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


https://s.cafef.vn/ceo/CEO_03688/ho-minh-quang.chn
https://bit.ly/44hKxjw

COMPANY REPORT

[Vietnam / Steel]

st
Nam Kir SteelJSC (NKG) March 01, 2024

Valuation and Recommendation

Recommend with BUY at a target price of VND 27,700

We offer an update valuation of Nam Kim Steel JSC (NKG) with a buy recommendation and a
target price of VND 27,700 for an increase of 15%. For long-term investment vision, NKG can be

considered with the following advantages:

1) Business situation improves

2) Domestic and export markets recover

3) Prospects of Nam Kim Phu My project is ready to expand capacity to seize opportunities
Valuation method

We apply a combination of P/E and Discounted Cash Flow (FCFF) valuation methods with the
weights of 30% and 70% respectively to value Nam Kim Steel JSC (NKG).

Method Proportion Price ‘
FCFF 70% 28,300
P/E 30% 26,200
The target price (VND) 27,700
Current price (VND) 24,150
Upside (%) 15%

The Discounted Cash Flow (DCF) method — FCFF

Unit: billion VND 2027F
EBIT*(1-tax rate (%)) 783 1,325 1,590 1,908 2,099
Depreciation 479 603 727 836 893
- Change in working capital 993 1,234 1,669 2,003 1,202
- Investment capital 1,564 1,570 1,576 1,210 271
Free Cash Flow (FCFF) -1,295 -875 -929 -469 1,519
Long-term growth rate (%) 0%
Discount rate (%) 12.3%
Terminal Value 38,544
Present value of free cash flow (1,156) (698) (661) (298) 14,246
Enterprise value 11,434
-In debt 4,768
+ Cash and cash equivalents 785
Equity value 7,452

28,300
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Variable ‘ Value
D/E 0.76
Beta 1.51

Risk-free rate 2.5%
Cost of equity 18.1%
Cost of debt 5.9%
WACC 12.3%

March 01%, 2024

For the Weighted average cost of capital (WACC), we use the 10-year Vietnamese government

bond yield at 2.5% as the risk-free rate. Beta is calculated based on historical data of the last 5

years of NKG and VNINDEX. Based on those assumptions, NKG's FCFF target price is valued at

VND 28,300.

P/E method

Based on the P/E method, we collect an average P/E of the industry at 7.21, we estimate NKG's

target P/E will be the same as the industry. Combined with a forward EPS of 2024 at VND 3,634,

NKG's target price is valued at VND 26,200.
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Company background
Company history

Nam Kim Steel Joint Stock Company (NKG) was established on December 23, 2002, until 2011,
the company was listed on HOSE with the stock code NKG. Nam Kim Steel Joint Stock Company
is a leading enterprise specializing in manufacturing galvanized steel sheets in Vietnam. The
company is always a pioneer in providing products with quality standards to domestic and
international customers. Currently, Nam Kim's products are trusted nationwide and exported to
more than 50 countries around the globe.

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

Value chain of NKG

| t Output
npu Hot rolled coil utpu

(HRC) Steel pipe
1 & 7

r \
[VIGK 2 Korea Zinc

Steel sheet

Steel rolling process

& NIPPON STEEL

Alloy plating

Nam Kim's input is mainly hot rolled coil (HRC), after undergoing the process of steel rolling and
alloy plating, the hot rolled coil will be produced into galvanized sheets and steel pipes. The hot
rolled steel coil of Nam Kim is mainly produced domestically, sourced from Formosa Ha Tinh
company. Besides, other materials of Nam Kim are also imported from abroad through companies
from Japan and Korea.
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Update business results in Q3/2023
Nam Kim output breakdown in 2023 (%) Nam Kim revenue and profit 2020 — 2023
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Source: Company report, Shinhan Vietnam Securities

At the end of Q4/2023, Nam Kim Steel JSC recorded net revenue of VND 4,459 billion (+3.7%
YoY). Profit after tax reached VND 22 billion in Q4/2023, while the same Q4/2022 recorded a
loss of VND -356 billion. Compared to Q4/2022, Nam Kim has returned to profit after liquidating
all old inventory at high prices. Gross profit margin in Q4/2023 reached 6.13% while the same
period in Q4/2022 recorded -3.47%.

Accumulated for the whole year 2023, Nam Kim JSC recorded revenue of VND 18,596 billion
(-19% YoY), and profit after tax reached VND 117 billion. Sales output reached 860,294 tons
(-2% YoY) in the context of the domestic and world steel industry facing many difficulties due
to reduced demand. Nam Kim's galvanized steel consumption output reached 860,294 tons of
steel, of which galvanized steel products reached 722,516 tons, and steel pipe products reached
137,778 tons.

Nam Kim Steel Joint Stock Company also recorded sales and administrative expenses in 2023
reaching VND 739 billion (-47% YoY). This comes from: (1) Transportation costs have decreased
sharply due to reduced ocean freight rates, reducing sales costs. (2) The company also made
efforts to cut business management costs.

Nam Kim sales volume 2018 - 2023 (tons) Consumption output by product structure (tons)
1,500,000
1,000,000
41%
= Export
500,000
Domestic
2020 2021 2022 2023
B Steel sheet Steel pipe
Source: Company report, Shinhan Vietnam Securities
Galvanized steel sheet market share in 2023 (%) Galvanized steel output and market share 2020 —2023
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Source: Company report, Shinhan Vietnam Securities
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Key event chart of NKG
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Appendix: Financial statements
Statement of financial position Statement of comprehensive income
Year to Dec. (bn VND) 2023 2024F  2025F  2026F  2027F Year to Dec. (bn VND) 2023  2024F  2025F  2026F  2027F
Total assets 12235 14488 17,250 20595 24,641 Revenue 18621 22538 27,084 32501 39,001
Currentassets 9429 10602 12393 14891 18562 Growth (%) -19% 2% 20% 20% 20%
Cash &equivalents 785 92 49 375 132 €06s (17484) (20980) (25177) (30,212) (36,254)
Short-term financial asset 290 290 290 290 290 Gross profit 112 1558 1907 2289 2747
Accounts receivable 2635 2651 289 3310 3852 GPM (%) 6% 7% 7% 7% 7%
Inventories 5719 7570 90% 10915 13099  SG&A (7139)  (937)  (120)  (864)  (1,037)
Non-current assefs 2807 388 4856 5704 6079 Operating profit 373 621 1187 1425 1,710
Netfied assefs 2359 3444 4411 5260 5633 Growth (%) 00% 6% 9% 20%  20%
Investment assets - - - - - OPM (%) 2% 3% 4% 4% 4%
Other longterm assets 448 442 446 444 445 Non-operating profit (19)  (58) (88) (290 (79
Total liabilities 6812 8839 10907 13389 16,367 Finanialincome 230 279 335 402 483
Currentlabilties 6784 8811 10879 13360 16338 Financial expense (42¢) (337 (43 (332 (663
Accounts payable 1631 2505 3007 3608 4329 Inwhich: interest expenses (939 (33 (423 (532  (e63)
Shortterm borrowings 4768 5920 7487 9368 11624 Net other non-operating profit 0 0 1 1 1
Others 385 385 385 385 385 Pre-tax profit 177 563 1,100 1,295 1,530
Non-current liabilties 28 28 28 28 28 Income tax (60) (73) (143) (168) (199
Long-term borrowings = - = - - Net profit 17 489 957 1,127 1,331
Other financial liabilities 28 28 28 28 28 Growth (%) 317% 95% 18% 18%
- NPM (%) 1% 2% 4% 3% 3%
Total shareholders' equity 5423 5,649 6,343 7,206 8,275 Controling terst . 489 957 27 133
Capital stock 2633 2633 2633 2633 2633 Norvcontroling nterest _ - - _ B
Capital surplus 786 786 786 786 786 BIT 470 900 1523 1828 2,193
Other capital 1,731 1958 2651 3515 4583 Growth (%) 0% 91% 9% 20% 20%
Retained ear.nin.gs . 273 273 273 273 273 EBIT Margin (%) 3% 1% 6% 6% 6%
" Non-Controling interest equity i - - y - EBITDA 846 1379 2126 2555 3029
otal debt 4768 5920 7487 9368 11624 Growth (%) 599 63% 549, 0% 19%
*Net debt (cash) 3,982 5829 7,339 8993 10302 EBITDA margin (%) 5% 6% 8% 8% 8%
Statement of cash flow Key ratios
Year to Dec. (bn VND) 2023 204F  2025F  2026F  2027F  'ertoDec 2023 2024F 2025F  2026F  2027F
- EPS(VND) 446 1859 3634 4281 5057
Cash flow from operations 278 (19) 323 186 164 BPS(VND) 20598 21457 24091 27372 31429
Net profit 17 489 957 1127 1,331 DPS(VND) - 1,000 1,000 1,000 1,000
Depreciation expense 376 479 603 727 836 PER(Y) 5528 1286 658 558 473
(Gain) from investing activities (1 9] - - - - PBR(X) 060 1M 0.99 087 076
Interest expense/ income - - - - - EVEBITDA(XY) 3389 1215 745 48 402
Change inworking capital (40) (993 (1239 (6700  (2003) Dividend payout ratio (%) 0% 5% 4% 4% 3%
Others (156) 6 3 1 ) Dividend yield (%) 0% 4% 4% 4% 4%
Cash flow from investments (151)  (1,564)  (1570) (1,576)  (1,210) Profitability
Change infixed assets (130 (1,564) (5700  (1576)  (1,210) EBITDA margin (%) 5% 6% 8% 8% 8%
Change in investment assets - - - - - OPM (%) 2% 3% 4% 4% 4%
Others (20 - = - = NPM (%) 1% 2% 4% 3% 3%
Cash flow from financing (347) 889 1304 1617 1993 ROA(%) 1% 4% 6% 6% 6%
Change equy = - = - = ROE (%) 2% 9% 16% 17% 17%
Net borrowing (47 1153 1567 1880 225 Sta'l’)i“;{t —, o BITEE . RETEE
" ent to equity ratio (%) o o o ) )
Dividends - (263 (263 (263  (263) Netdebt ?atg(%) coe P o B
Changein total cash (220) (694) 57 227 947 Cash ratio (%) 12% 1% 1% 3% 8%
Beginning cash 1,005 785 92 149 375 Interest coverage ratio (x) 1.61 267 360 343 331
Change in FXrates (0] - - - - Activity (%)
Ending cash 785 92 149 375 1,322 Inventory turnover (days) 12466 10760 11230 11237 11237
Accounts receivable turnover (days) 34.79 33.05 29.01 27.88 27.88
Accounts payable turnover (days) 4359 3598  39.96 39.96 39.96
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Nam Kim Steel JSC (NKG)
. P TP gap (%)
Share price Date Rating &P :
(%) ===—-—- VN Index (LHS) NKG VN Equity (RHS) (VND) B MaX/Mm

90% - 17/03/2023 (nitiate) BUY| 19100 -24 56/177

80% 1 28/11/2023 (Update) BUY| 26700 66 130217

Zgﬁ ] 01/03/2024 (Update) BUY| 27700 40 710t

50% A

40% A

30% A

20% A ALY PRy

10% AV et

0% Setes "\‘,l"‘"' ‘

-10% -

B D D D D D D D DD X
VRV ARV R VR VAR VAR U VAR VR o
PV R PPN TSR Y @

Target price (VND)

(VND) e NKG VN Equuity (RHS)
30,000 -

25,000 A
20,000 A
15,000 A
10,000 4

5,000 A

0

VRV AR VR R R S R I, R ARG
R R R MRS WG AU USRS

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
SELL
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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: NKG 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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