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Gallops of the cavalry

[Downgrade/ Target price raised]
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Downgrade to Trading BUY rating, lift TP to VND66,300

We downgrade Hoa Phat Group (HPG VN) to a Trading BUY rating from Buy, despite
raising with the target price to VND66,800. Our adjusted TP is mainly derived from: 1)
increasing 2021E ASP of steel and materials by 15%; and 2) higher selling volume as
high demand for usage in public facilities and billet export, barely affected by COVID-
19. However, we think that the readjustment of steel price is going to be slower than
expected as China is aiming for strict steel cut and in 2H21 and the recent energy crisis,
causing a decent shortage in supply.

Our forecast reveals that Hoa Phat Group's net profit could reach VND36.6 tn in 2021.
Our revised DCF model indicates that the fair price of HPG share is at VND66,800.
Meanwhile, Hoa Phat shares are being traded at PER forward of 6.7x, which is a bit
higher than its 4-year historical average. We beleive that the recent increase in share
price reflects a leviation to our expected 2H21 earnings results in “The tale of a metal
knight”.

[2H21 outlook] Gliding through the plague land

Although social distancing policies have stagnated the construction process
nationwide, Hoa Phat Group still maintains an impressive performance in July and
August with nearly 1.4mn tonnes of crude steel. Crucial construction projects are in
progress still. Moreover, Hoa Phat Group has been promoting sales in the North areas
where the number of the infected are relatively smaller. Thus, our previous forecast
for 2021 volume onward remains unchanged at 8.3 tonnes of crude steel.

China had cancelled its steel export rebate scheme in April and later added more
products to the list in July, which reveals that Chinese steel mills will no longer receive
any refund from steel export. Also, China plans to cut down steel production and avoid
exceeding 1.053 tonnes, indicating a maximum monthly volume of only 82mn tonnes
to end-2021. The supply cut of Chinese steel is going to slow down the steel price
adjustment worldwide, making the process longer than expectation. We expect the
steel prices are going down slowly by only 5-10% by early 2022.

Coal price, in general, has surged after production in India recovers while iron ore price
drops. We expect the average prices of iron ore and met coal to be USD160 and
USD130, respectively in 2021. Although the movements seem to even out, the current
price level has elevated since early 2021; and it is going to deteriorate the actual gross
margin of the steel business, possibly leading to a lower Hoa Phat's net profitin 2H21.

Recently, the demand for manufacturing and construction in China has started to slow
down because of the recent energy crisis as well as the case of Evergrande. The
serious issue of energy shortage has led to a huge demand for coking coal, driving the
price drastically. We expect the trade restriction on Australian coal in China is making
the cost of Chinese steel become higher than thatin other counries. According to S&P
Global, China is going to maintain its billet imports in Q4 to avoid the steel casting
process which consumes a huge amount of coking coal. Thus, Hoa Phat Group shall
have an alternative route for its output in case the demand for steel in Vietham
sluggish. In the long run, the energy crisis would end gradually, and steel makers are
going to increase its volume which may cause a surge in iron ore price and lead to
lower profit margin for Hoa Phat Group in 2022.

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 affiliate 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 Notice at the end of this report.
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Hoa Phat Group 1H21 earnings review

(Unit: br VND, %, Spt) 1H20A 2H20A 1H21P c(':("’o';g)e (Sl;li:lz11an) ?:/:;'
Revenue 40,145 51,134 66,899 6.6 60919 98
@ Steel 33351 43967 61,535 845 54,492 129
@ Agriculture 5105 5583 4659 87 5,665 178
@ Real Estate 360 375 704 955 360 956
Gross profit 7469 11436 19,660 1632 13897 45
Operating profit 5717 9573 18,007 2150 12,685 420
Net profit (controlling interest) 5,060 8446 16,751 2310 10,390 612
Margin
GPM 186 24 294 580 22.81 288
@ Steel 831 86.0 920 10.7 89.45 28
@ Agriculture 127 109 70 452 930 -25.1
@ Real Estate 09 0.7 1.1 173 059 781
OPM 142 187 269 89.0 2082 293
NPM 126 165 250 9.6 17.05 468
Source: Bloomberg, Shinhan Securities Vietam
Hoa Phat Group - Earnings trend and outlook
(Unit: bn VND) 120 2Q20 3Q20 4Q20 1Q21 2Q21P 3Q21F 4Q21F | 1Q22F 2Q22F  3Q22F 4Q22F 2020 2021F 2022F
Revenue 19451 20694 24969 26165 31459 35440 43274 46881 36456 38162 36766 43747 @ 90,119 157,054 155130
Gross profit 3763 3706 5169 6267 8183 11477 13200 14300 . 10976 1148 11069 13171 18905 47,160 46,705
Operating profit 2636 3081 4241 5332 7683 10324 12493 13535 0 10250 10730 10338 12301 17121 44035 43619
Net profit 2305 2756 3785 4,661 7006 9745 9528 10322 . 8746 9,155 8820 1049 : 13507 36,601 37,215
Growth (% YoY)
Revenue 290 310 64.0 430 617 73 733 792 159 17 -150 6.7 210 743 12
Gross profit 40 220 910 1210 175 2097 1554 1282 341 0.1 -16.1 -19 19.0 1495 -1.0
Operating profit 450 240 1020 1350 1915 2351 1946 1539 34 39 172 9.1 15.0 157.2 09
Net profit 270 340 110 1420 2040 2537 1517 1215 24.8 6.1 74 1.7 544 171.0 1.7
Margin (%)
GPM 193 179 207 240 260 324 258 258 275 275 275 275 210 274 275
OPM 136 149 170 204 244 291 24.2 242 255 255 255 255 190 254 255
NPM 1.8 133 15.2 178 23 275 178 178 216 216 216 216 15.0 210 216
Source: Company Data, Shinhan Securities Vietnam
Hoa Phat Group’s annual earnings trend and outlook
(Unit: bn VND) 2019 2020 2021F 2022F 2023F 2024F
Revenue 63,658 91,279 157,054 155,130 144,770 141,044
Steel 51,245 75,700 143,730 138439 127,643 123910
Agricutture 7957 10,995 11,742 15318 15,360 15367
Real Esate 2801 2613 1582 1373 1,767 1,767
Others 1,655 811 0 0 0 0
Gross profit 11,185 18905 47,160 46,705 44771 44771
(013 9,743 17121 44,035 43619 41,891 41,965
Net profit 7578 13,506 36,601 37215 37,220 38903
Margin (%)
GPM 176 207 300 30.1 309 317
OPM 153 188 280 28.1 289 298
NPM 119 148 233 240 257 276
Growth (%YaY)
Revenue 143 1M1 746 -12 6.7 26
GP 42 69.0 1495 -1.0 4.1 00
OoP -16 75.7 1572 09 40 02
NP 188 357 543 -13 18 28

Source: Company Data, Shinhan Securities Vietnam
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Hoa Phat Group (HSX: HPG)

Hoa Phat Group's steel production breakdown

Hoa Phat Group’s 8M21 volume vs 2021F volume
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Prices of input materials & HRC Hoa Phat Group's steel price and GPM
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Hoa Phat Group’s profits and growth Hoa Phat Group's revenue breakdown
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Hoa Phat Group (HSX: HPG)

Hoa Phat Group PER band chart

October 18th, 2021
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Hoa Phat Group 12 months forward PBR

Source: Company Data, Shinhan Securities Vietnam

Hoa Phat Group 12 months forward PER
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Hoa Phat Group trailing average PBR and ROE Hoa Phat Group trailing average PER and EPS growth
(x) PIB(LHS)  ------- ROE (RHS) (%) « ~ ———PE(LHS) ------- EPS growth (RHS) (%)
47 40 g - 200
35
150
3 30
25 100
2 20 50
15
0
1 10
50
5 (50)
0 T T T r 0 T T T — (100)
2017 2018 2019 2020 2021 2017 2018 2019 2020 2021

Source: Company Data, Shinhan Securities Vietnam

Source: Company Data, Shinhan Securities Vietnam

@ Shinhan Securities



Update

Statement of financial position

[Vietnam | Materials]

Hoa Phat Group (HSX: HPG)

Appendix : Financial statements

Statement of comprehensive income

October 18th, 2021

Yearto Dec. (bon VND) 2019 2020 2021F 2022F 203F  YeartoDec.(bnVND) 2019 2020  2021F  2022F  2023F
Total assets 101,776 131511 164336 196590 227,445 Revenue 63658 90,119 157054 155130 144770
Current assets 30437 56800 88308 121,058 153069 Growth (%) 143 411 746 1.2 6.7
Cash &equivalents 4,545 13,001 31,387 60318 94363 COGS 52473 71214 10989 108425 99999
Short-term financial asset 2919 11388 12518 12473 12225  Gross profit 11185 18905 47160 46705 447N
Accounts receivable 3561 6,125 8064 9451 9117 GPM (%) 42 69.0 1495 (1.0) @1
Inventories 19412 26287 36339 38817 37365 SG&A 14420 1780 31250 30860 28800
Non-current assets 7339 M 76027 75532 74375 Operating profit 9743 17121 44035 43619 41891
Net fixed assets 69,261 72373 73691 731% 72039 Growth (%) (76) 757 1572 09 (4.0
Investment assets 458 7.1 7.1 171 171 OPM (%) 153 190 280 281 289
Other non-current assets 2032 2167 2,165 2,165 2165 Non-operating profit B46) (1765 (134 (209) 1,524
Total liabilities 53989 72292 70,114 65153 58787 Financial income an 991 1,056 1938 3327
Current liabilities 26984 51975 53459 52697 50284 Financial expense 182 284 2464 2213 1869
Accounts payable 7507 10916 14,561 16,144 14,890 Inwhich: interest expenses 937 2207 2464 2213 1,869
Short-term borrowings 16838 3679 31107 30736 28428 Net other non-operating profit 65 68 66 66 66
Others 2639 4,261 7,791 5817 6,966 Pre-tax profit 9097 15356 42693 43410 43415
Non-current liabilities 270052 203164 166549 12456 8502.86 Income tax 1,518 1849 6,092 6,195 6,195
Long-term borrowings 198421 173433 136899 949645 554845  Net profit 7579 13507 36601 37215 37220
Others 7163.1 29732 2065 295955 295441 Growth (%) (119 782 1710 17 00
Total shareholders' equity 47787 59220 94220 131435 168,655 NPM (%) 119 150 233 240 257
Capital stock 27611 33133 44729 M479 44729 Controlling interest 7527 13439 36419 37030 37035
Capital surplus N6 32116 32116 32116 32116 Non-controlling interest 51 67 182 185 185
Other capital Q42 9342 9513 95624 %6735 EBIT 9826 17229 M63 4512 44832
Retained earnings 15877 21,783 43105 78202 113304 Growth (%) (54) 750 1571 1.0 0.7)
Non-controlling interest equity 163 158 339 524 709 EBIT Margin (%) 154 191 284 21 310
*Total debt 36,680 54142 44797 40232 33976 EBITDA 12419 22028 51141 5242 52675
*Net debt (cash) 30,761 32319 4587 (28907)  (69.209) Growth (%) (1.9 771 1311 24 04
EBITDA margin (%) 195 244 326 338 364
Statement of cash flow Key ratios
Year to Dec/bn VND) 09 22 2o o ooz lrobe 000 2007 202AF 2022F T 2023
Cash flow rom operations 7716 9004 37167 4029 46987 EPS(VND) 2% 40% 8142 8219 8280
Net profi 9097 15355 42693 43410 43415 BPS(VND) 72 8L 210 283535
Depreciation expense 2593 4799 6518 7300 7843 DPS(VND) 0 500 -358 0 0
Amortzation expense ) i ) ) i PER () 000 000 6% 68 68
Interest expenses 937 2207 2464 2213 1869 PBR() 53 430 27 194 151
Change in working capital (4291) (12582 (12481) (10716)  (3026) VEBTDAN 155 874 376 367 365
Others (620) 775 Q02 (1908 (3114 D!v!dend pgyout ratio (%) 00 50 36 00 00
Cashfiow frominvestments (18064 (16604 (/8% (6805 (668) _ Dvdendyeid() £ VEEE N
Change in intangile assets Q0799 (O34 (18%) (6805 (668  Profitability
Change in investment assets 2364 (7663) . . - EBITDA margin (%) 195 244 326 338 364
Others — ) ) ) OPM (%) 153 190 280 281 289
Free cash flow (10348)  (7600) 29331 34% 40301 NPM (%) n9 10 B3 A0 BT
Cash flow from financing 1237 6051 (10945) (@4s6d) (6256 oA TS O CEe
Change n equiy : 3 : i ~ ROEM) 159 29 00 84 22
Net borrowing 12390 17467 (9345 (4564  (6256)  Stability
Dividends (13 (1419  (1600) B B} Debtto equity ratio (%) 710 917 477 307 202
Changein total cash 209 8451 1838 28930 445 Netdedtrato( LU 'R
Beginning cash 2516 4565 13001 31387 60318 Cashratio (k) el %03 Nl 265 R
Change in FXrates Rk 6 . i . [nFerest coverage ratio (x) 105 78 181 204 240
Ending cash 4565 13002 31387 60317 4363 Advy . 1 .
Source; Company data, Shinhan Securities Vietnam Yr\ll\?er:'cggryc?uprlr:clm\t/g?(]g:;sr )(tlmes) 2:70 2:71 3:02 233 222
Receivable turnover (days) 17.88 1471 1948 1641 15.88

Source: Company data, Shinhan Securities Vietnam
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Sep 9th, 2021
Hoa Phat Group (HSXHPG)

Share performance

Target price TP vs Real price (%
Date Rating geLp price (%)
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Relative to VNINDEX (RHS)

60,000 -

40,000 -

(06/20=100) (VND) Average | Max/Min

20,000 VNINDEX = 100

10/20 01/21 04/21 07/21

10/21

270 Sep 8,2021 HOLD 66,300 5.1 12/9.0)
Apr 16,2021 (Initiate) BUY 48700 (adjusted)
220
170
120
70

20

Target price

(VND)
80,000 - Share price e Target price

70,000 1
60,000 -
50,000 -
40,000 -
30,000 1
20,000 1
10,000 -

0

10/20 01721 04721 07/21

10/21

Note: Calculation of target price gap based on past 6 months

Shinhan Securities Vietnam Ratings

¢ BUY: Expected 12-month gain of 20% or more

¢ Trading BUY: Expected 12-month gain of 15% to 20%
¢ HOLD: Expected 12-month gain of +15% to loss 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
Trading BUY or 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 foIIowirgf 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: AN NGUYEN.

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: HOA PHAT GROUP JSC. (VNM VN)

¢ Shinhan Securities Vietnam Co. Ltd. or one of its affiliates has not managed or co-managed a public offering of securities for the companies mentioned in this report
inthe past 12 months.

¢ During the last 12 months, the companies mentioned in this report were not investment banking clients of Shinhan Securities Vietnam Co. Ltd. and/or one or more of
its affiliates.

¢ Shinhan Securities Vietnam Co. Ltd. or one of its affiliates has not received compensation for investment banking services from such companies in the past 12 months.

¢ Shinhan Securities Vietnam Co. Ltd. or one of its affiliates does not expect to receive or intends to seek compensation for investment banking services from such
companies or one of their affiliates in the next three months.

¢ 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 analf)]/sts 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 comﬂensation 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
Euarantee, representation, or warranty, expressed orimplied, is made as to its accuracy, completeness, or correctness. Shinhan Securities Vietnam Co. Ltd. makes the

est 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 Viethamese 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
%han th? Vietnam dong 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

inancial 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.

Shinhan Securities Vietnam Co. Ltd. policies regarding conflicts of interest are available at:
http://file.shinhaninvest.com/filedoc/clause/conflictofinterest.pdf
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