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1 Duc Giang Chemicals Group JSC
()
Bloomberg Ticker (DGCVN) | Reuters Ticker (DGC.HM)

Reinforcement

Maintain BUY rating and target price of VND 130,000

Duc Giang Chemicals Group JSC (DGC) is one of the leading enterprises in the field of industrial chemicals
in Vietnam and yellow phosphorus is the main product. Based on DCF method, we update DGC's target
price at VND 130,000. In 2024, we believe that DGC's highlight is the groundbreaking of the Nghi Son
project in the 3rd quarter of 2024, which will be a long-term growth driver for DGC.

Business Plan for 2024: Total consolidated revenue to reach VND 10,202 bn (+4.6% Y.0.y). After-tax
profit to reach VND 3,100 billion (-4.4% y.0.y). DGC's business plan is based on flat selling prices and
increased production. DGC assesses this as a challenging plan and does not take into account potential
electricity price increases. The dividend for 2024 is expected to be maintained at 30% in cash.

A brighter picture for the industrial P, segment

P4 prices are edging up slightly due to demand from the semiconductor sector. Demand for Ps, in
particular, and other chemicals from customers in the European Union (EU), South Korea, Japan, etc,, is
recovering and is assessed to have bottomed out in the second half of last year. In addition, DGC has also
proactively raised its selling prices in line with the upward trend in domestic electricity prices.

DGC said it is looking for more M&A deals to boost its production capacity of yellow phosphorus. At the
same time, the group is applying for a modification of the mining license for mine 25 and extending it for
another 5 years due to larger than expected ore reserves, thereby increasing DGC's self-control over input
materials.

Nghi Son Caustic Soda - Plastics Complex project is scheduled to begin construction in
Q3/2024

DGC has hired a facility design consultant to commence construction in June 2024 at the Nghi Son
Industrial Park in Thanh Hoa. Phase 1 of this project is expected to generate annual revenue of VND
2,000 billion and profit of VND 200-250 billion per year. We expect the project to be operational by the
end of 2025, making a significant contribution to our business operations.

The "steel fist" of the Dak Nong bauxite project

DGC has signed an MOU with the Dak Nong Provincial People's Committee. The next step is to wait for
the investment certificate, which could take at least two years. As such, the earliest the project could
come into operation is 2027. The total investment for phase 1 is VND 57,000 billion (equivalent to USD
2.3 bn). We believe this is an ambitious project for DGC after the P4 product.

Benefiting from the semiconductor wave

DGC produces a variety of basic chemicals for the semiconductor industry. The company has the capability
to produce FePQ4, one of the raw materials for lithium iron phosphate (LFP) batteries. In the short term,
DGC is aiming to produce FePOs, rather than directly manufacturing LFP batteries, and has also offered
the material to partners in South Korea and Taiwan. DGC now expects to sell lithium iron phosphate (LFP)
batteries and upstream chemicals from 2025 onwards.

Risks: (1) Risk of phosphorus export tariff hikes and (2) Higher-than-expected electricity price.

Year to Dec. 2023 2024F 2025F 2026F 2027F
Revenue (bn VND) 9,748 10,626 11,667 12450 14,264
OP (bn VND) 2,858 3736 4124 3812 4,205
NP (bn VND) 3,250 4,195 4,677 4,595 5,181
EPS (VND) 14,653 10,565 11,777 11,571 13,047
BPS (VND) 27,519 41,578 53,892 65,991 79,633
OPM (%) 293% 35.2% 35.3% 30.6% 29.5%
NPM (%) 333% 39.5% 40.1% 36.9% 36.3%
ROE (%) 27.1% 25.6% 22.0% 17.6% 16.5%
PER (X) 117 121 109 11 98
PBR (x) 31 31 24 19 16
EV/EBITDA (x) 04 03 03 03 03

Source: Company data, Shinhan Securities Vietnam

Shinhan Securities Viemam Co., Lid. 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 affiliate thereof, 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 & Disclosure Notice at the end of this report.
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Valuation and Recommendation

Maintain BUY rating and target price of VND 130,000

We apply a Discounted Cash Flow (DCF) valuation method to value DGC. We update our BUY
recommendation with a target price of VND 130,000, equivalent to a return of 20.3%. The main driver of
our target price is the reassessment of the P4 segment's outlook and the potential for M&A to enhance yellow
phosphorus production capacity. In addition, earnings are also supported by the new NPK plant that came
into operation in Q8/2023 and the company Tia Sang Battery (TSB).

Valuation

DCF valuation (indude phase 1 Nghi Son Chemical Complex )

Unit: billion VND 2024F 2025F 2026F 2027F 2028F
Net profit 4013 4473 4,395 4,955 5,550
Plus: After-tax interest expense 36 29 3 38 Le]
Plus: Depreciation & Amortization 366 410 460 513 570
Minus: Change in working capital 17 -17 -127 65 52
Minus: CapEx 253 410 460 513 570
Free Cash Flow (FCF) 4,144 4519 4,555 5,058 5,645
PV of FCF 15,037

Growth rate 2%

Present value of long-term value 24,988

Enterprise value 40,025

Debt 1328

Cash and cash equivalents 10,403

Equity value 49,100

Number of shares outstanding (mn units) 380

Target price (VND) 130,000

WACC 13.3%
Risk-free rate 29%

Equity risk premium 9%

Beta 11

Debt cost 8%

The cost of equity 14.4%
Debt-to-equity ratio 11.1%

Total debt (VND bn) 1328

Source: Company data, Shinhan Securities Company
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Appendix: Company Background

History

Duc Giang Chemical is a state-owned enterprise established in 1963 and specializes in washing powder production. The company was equitised in
2004. It filed for listing on the Hanoi Stock Exchange (HNX) in early November 2019 with more than 129 million shares. In 2020, DGC moved its
share listing from HNX to the Ho Chi Minh City Stock Exchange (HSX).

DGC mainly produces yellow phosphorus (P4) and phosphorus — related chemicals (merchant-grade phosphoric acid, food phosphoric acid and feed
additives) which have diverse agricultural and industrial applications.

DGC's value chain
Apatit ore Ca,(PO,),
Yellow phosphorus P, Wet phosphoric acid
H.PO. 25%
:'"' T ,'"l """ 1
Food grade phosphoric Thermal phosphoric | Phosphorus : :. Red phosphorus : Wet phosphoric acid Fead adidiives DCP
T k- -
) ) 1
acid H,PO, acidH.PO, :_ trichloride 1 H.PO, 50%
A
Fertilizers MAP, DAP, MCP
Source: Data Company, Shinhan Securities Company
In which:

- Yellow phosphorus (P4) (accounting for about 60% of revenue): This is an important input material, with high applications in industry (P4 can
extend the value chain with products such as: thermal phosphoric acid, food phosphoric acid,...)

- Wet phosphoric acid (WPA) (accounting for about 13% of revenue): WPA is the basic material to produce high-grade fertilizer DAP, MAP,
Superphosphate,...

- Food-grade phosphoric acid (accounting for about 11% of revenue): typically used for pH control in the food industry, for example in the
manufacture of cheese products, fats, and shortenings. Food grade phosphoric acid is also used in the beverage industry in soft drinks.

DGC's revenue breakdown by segment (%) DGC's revenue and gross profit (VND bn)
Feed ;gﬂd\twes 16,000 46.7% 50%
-
35.4% 9
12,000 33.3% ° 40%
Fertilizer -
13% 23.7% 30%
Wet phosphoric 8,000 19.8% -
acid ? 20%
13%
4,000 I -
Food - grade the_rma\ 0 0%
phospnorioacid 2019 2020 2021 2022 2023
= Revenue Gross profit @ Gross margin

Source: Data Company, Shinhan Securities Company
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Shareholder Structure 09/08/2023 Model of Governance
> Ha Noi > Duc Giang Real Estate
> Lao Cai > Duc Giang Lao Cai
Dao Huu
Huyen and his
fe'a‘es‘;g}a“'es P HaiPhong P> Duc Giang Dinh Vu
(]
Other
61%

> Hung Yen > Hung Yen province branch

> Thanh Hoa > Duc Giang Nghi Son

> Binh Duong > Binh Duong province branch

Source: Data Company, Shinhan Securities Company
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Duc Giang Chemicals Group JSC (DGC)

Statement of comprehensive income

April 22, 2024

Yearto Dec. (bn VND) 2022 2023  2024F  2025F  2026F  Yearto Dec. (bnVND) 2022 2023 2024F  2025F  2026F
Total assets 13406 15492 19393 24580 29,874  Revenue 14444 9748 10626 11667 12450
Current assets 10985 12466 12342 15374 18516 Growth 325%  90%  98%  6.7%
Cash & equivalents 1535 1,061 905 3734 6646  COGS 7694 6293 6337 699% 8065
Short-term finandial asset 7471 9342 9342 9342 9342  Grossprofit 6750 3455 4289 4672 4385
Accounts regeivable 919 1130 1,155 1268 1353 GPM 46.7%  354% 404% 400%  352%
Inventories 1,000 855 861 950 1096  SG&A 752 597 553 548 573
Non-current assets 2420 2681 2870 3095 3320  Operatingprofit 5998 2858 3736 4124 3812
Net fixed assets 1781 2100 2289 2514 2739 Growth 524% 308% 104%  -7.5%
Investment assets 234 225 225 225 225 OPM 415% 293% 352% 353%  30.6%
Other long-term assets 406 356 356 356 356  Non-operating profit 384 641 697 820 1042
Total liabilities 2572 3493 3016 3322 3821 Finandal income 533 743 805 921 1148
Current liabities 2571 3492 3016 3322 3821 Finandal expense 150 102 109 102 106
Accounts payable 326 190 191 211 244 In which: interest expenses 18 32 38 31 35
Short-term borrowings 468 1,328 837 923 1,065 Net other non-operating profit 6 -1 il -1 =il
Others 1,778 1942 1988 2187 2513  Pretaxprofit 6376 3497 4463 4975 4888
Non-current liabilities 0 0 0 0 0 Income tax 339 247 268 299 293
Long-term borrowings 0 0 0 0 0 Net profit 6,037 3,250 4,195 4,677 4595
Other finandial liabilties 0 0 0 0 0 Growth -462%  291%  115%  -17%
Totalshareholders' equity 10834 11999 16377 21258 26053 M ] 5% Bl 401% EERE
Controling interest 5565 3109 4013 4473 4395
Captal stock ] S e 5790 EaE Norcortroling teres 472 142 183 204 200
Capital sumlus 1787 1787 1787 1787 1787 g 6303 350 4501 5006 4923
Other capial 217 123 123 123 123 Growth 448%  276% 112%  -171%
Retained eamings _ 5084 5887 10083 14759 19,354 EBIT Margin 3% BX%  A24%  429%  395%
Non-controling interest equity 382 404 587 791 991 EBITDA 6,679 3845 4,867 5416 5383
*Total debt 48 1328 837 923 1065 Growth 424%  266% 113%  -06%
*Net debt (cash) 8539  -9075 9410 -12153 -14,923 EBITDA margin 462% 394% 458% 464%  43.2%
Statement of cash flow Key ratios
Year to Dec. (bn VND) 2022 2023 2024F  2025F  2026F 0D 2022 2023 2024F 2025F  2026F
- EPS (VND) 14653 8186 10565 11,777 11571
Cash flow from operations 5037 1812 2790 3328 3409 B85 (I\D) 27519 30531 41578 53892 65901
Net profit 6,037 3,250 4,013 4,473 4,395 DPS (VND) 3,000 2,000 3,000 1,000 1,000
Depreciation expense 285 317 366 410 460 PER (x) 53 117 121 109 111
Change in working capl -19 42 17 7 127 EV/EBITDA (x) 03 04 03 03 03
Others 106 1572 -1572  -1572  -1572 Dividend payout ratio (%) 0% 4%  28% 8% Y%
Cash flow from investments 3828 -1498  -1,498 -410 -460 Dividend yield (%) 67%  44%  67%  22%  22%
Change in fixed assets -253 -153 253 -410 460 Profitability
Change in investment assets 3675 1244 1244 0 0 EBITDA margin 462% 394% 458%  464%  43.2%
Others 100 -100 0 0 0 OPM 415% 293% 352% 353%  306%
Cash flow from finanding 697 789 1448 -89 38 NPM 418% 333% 395% 401%  36.9%
Change nequiy & 0 183 204 200 ROA 450% 21.0% 216% 190%  154%
Net borowing 71 88 41 87 141 s‘as_?:y Sl 770 Rl 20% Bt
- i
Dividends 411 1617 1,139 -380 -380 S r—— T s R 5
Changein total cash 1,412 475 -156 2,829 2912 Cash ratio 507% 59.7% 304% 30.0% 112.4%
Beginning cash 124 1,535 1,061 905 3,734 Interest coverage ratio () 3408 3408 90.3 980 1330
Change in FX rates Activity
Ending cash 1535 1,061 905 3734 6646 Working capial tumover (days) 55 81 8 8 78
Tnventory tumover (days) 47 50 50 50 50
Regeivable turnover (days) 23 42 40 40 40
Source: Company data, Shinhan Securities Vietnam
7 1 € Shinhan Securities
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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
¢ HOLD: Expected 12-month loss of 15% to gain of 15%
¢ SELL: Expected 12-month loss of 15% or more

¢ 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 SELL

€ Shinhan Securities
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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: Thao Nguyen

Important Disclosures & Disclaimers

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