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Riding the waves

BUY Update recommendation BUY, target price VND 44,400

Duc Thanh Wood Processing Joint Stock Company (HoSE: GDT) is a leading company in manufacturing and
Update Report exporting kitchenware, homeware, and children's toys made from rubberwood in Vietnam. Based on the FCFF
and DDM methods, we update the target price of GDT at VND 44,400 equivalent to an expected return of 56%.
Target price (12morths) VND 44 ,400 In 2023, revenue and NPAT of GDT are expected to continue growing thanks to the sustainable demand of
. VND 28,400 exporting wood products, together with the prospective room expansion in the export market. Additionally, the
Current price (27/03/23) / company restructuring as well as consolidating the business results from furniture segment will boost GDT's
Upside/downside (%) 56% revenue and profit in the coming time.

We joined the AGM of Duc Thanh Wood and pointed out some of the key notes, plans regarding GDT as below:

1. Business results in 2022

VININDEX 1,052 - In the difficult context of 2022, despite not completing the 2022 target due to the decrease in export orders,

P/E market (237X) 100 GDT still reported positive results, with double-digit growth.

Market Cf‘p (bn VD) 6050 - Revenue recorded VND 399.8 billion (+18.1% YoY), of which mainly coming from export income, contributing

Qﬁfﬂom;;nr?gﬁr; () 2;3 81.5% of total revenue. Domestic revenue accounted for 15%; the remaining came from other segments

5240k HighLow (V\D) 20 (warehouse rental; sale of wood chips, scrap). GPM recorded 33.3%, improving from 29.9% in 2021. GP and

90-day avg. racing volume (mn) 51818 NPAT in 2022 reached VND 133.2 billion (+31.5% YoY), VND 69.3 billion (+14% YoY) in that order. The company

90-day avg. tumover (bn VND) 25909 respectively completed 80% (of VND 500 billion in revenue) and 73% (of VND 94.3 billion in NPAT) 2022 target.

Foreign ownership (%) 238 - Besides, GDT proposes the cash dividend rate in 2022 at 30% (revised down from 40%, on the purpose of
HaThiHe 2758 expanding production). Currently, the company has paid a portion (10%) at the end of 2022, and is expected to

Major sharehoiders (%) weele 505 settle the remaining dividend in April 2023 (10%) and June 2023 (10%).

Performance 3M 6M 12M 2. Outlook in 2023

Absolute (%) 80 211 426 Plan for 2023: Revenue and NPAT will reach VND 520 billion and VND 83.2 billion, correspondingly (+30% and

RelatvetoW-ndex (%)  -11.6  -131  -135 +20% compared to 2022 actuals). Noticeably, GDT will consolidate the business results of Duc Tam Wood

Company (operating in the field of furniture production) in 2023FY. This furniture segment is estimated to bring in
VND 100 billion for the parent (approximately 19% of the total target revenue). Currently, GDT has export orders

80000 180 until May 2023, but the company assesses that the situation in 2023 is still difficult.

50,000 :jzz GDT has been restructuring, reducing debt, applying ERP into the operating and managing process, plus

10000 1200 expanding the factory. If all 4 factories operate at full capacity, GDT's revenue can reach VND 700-750 billion.
Expected dividend is 30% in 2023, If the business condition in the following years goes well, the company

1,000

$0000 800 is expected to maintain the cash dividend rate at 40% as in previous years.
20,000 600 New breeze to the BOD: Mr. Nguyen Hoang Ngan was appointed as an Independent Member of the BOD of
000 400 GDT. Mr. Ngan used to be the GD of Binh Minh Plastic JSC (HoSE: BMP), and is still the Vice Chairman of BMP's
' 200 BOD. His experience and knowledge at BMP - a company having 100% business domestically, will enhance the
0 T T T 0 domestic market along with the long-standing export strength of Duc Thanh Wood.
03/2022 06/2022 09/2022 1212022
Risks: (1) Risks from prolonged global macro events; (2) Exchange rate risk;
GOTVNEQUITY === VN Index (3) Risks from investing in business expansion.
Source: Boomberg Year to Dec. 2022 2023F 2024F 2025F 2026F
Revenue (bn VND) 399.8 517.7 610.7 747.8 842.2
Operating profit (bn VND) 87.8 108.1 1293 162.7 1911
openacone [ Analyst ] Net profit (bn VND) 69.3 859 1027 1289 151.8
[m]iii[m] PhucNguyen EPS (WD) 3499 3842 4501 5,765 6,787
- T BPS (VND) 13,160 16,149 16,537 18,186 19,828
- s & (8428)6299-8025 OPM 2% 2% 2% 2% 2%

E] 4 phucnih@shinhan.com NPM 17% 17% 17% 17% 18%

ROE 23% 23% 28% 31% 34%

Ly Bui— Head of Research PER (X) 92 117 96 71 56

PBR (x) 24 28 2.7 23 19

& (84-28) 6299-8029 EV/EBITDA (x) 6.3 110 89 6.7 54
>4 lybtt@shinhan.com 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 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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Valuation and Recommendation

March 281, 2023

We use “Free cash flows to the firm" (FCFF) and “Dividend discount model” (DDM) methods with the weights
of 30% and 70%, respectively. We update our BUY recommendation with a target price of VND 44,400 -

equivalent to a return of 56%.

Weighted Average Cost of Capital (WACC)

WACC (%) 133
Risk-free rate (%) 4.0
Equity risk premium (%) 11.13
Beta 0.6
Debt cost (%) 33
The cost of equity(%) 10.7
Debt-to-equity ratio 0.05
Total debt (VND billion) 29.9
Discount for Lack of Marketability (%) 3
Source: Company data, Shinhan Securities Vietnam

FCFF method

Unit: billion VND 2023F 2024F 2025F 2026F 2027F
Net profit 85.9 102.7 128.9 151.8 170.7
Plus: After-tax interest expense 14 1.0 1.0 15 1.6
Plus: Depreciation & Amortization 8.6 8.7 91 9.3 10.1
Minus: Change in working capital 221 -15.9 -22.3 -16.9 -16.8
Minus: CapEx 26 24 25 2.6 9.7
Free Cash Flow (FCF) 71.2 94.0 114.2 143.0 155.9
Discount rate 0.9 0.8 0.7 0.6 0.5
PV of FCF 62.9 732 785 86.7 83.4
Growth rate 1%

Present value of long-term value 683.1

Enterprise value 1,067.8

Debt 29.9

Cash and cash equivalents 46.1

Number of shares outstanding (million) 224

Target price (VND) 48,500

Source: Company data, Shinhan Securities Vietnam
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Since GDT has a history of highly paid and consistent cash dividend, we use the DDM method and weigh it
higher than the FCFF method. We discount all the estimated dividend streams that shareholders will receive
in the forecast years, assuming a reasonable annual dividend payout (based on GDT's payment history) of
VND 3,000-5,000/share over the 2023-2027 period.

DDM method

(Unit: billion VND) 2023F 2024F 2025F 2026F 2027F
Dividend paid 60.5 88.6 88.6 110.7 110.7
Present value of dividend paid 54.6 72.3 65.3 73.7 66.6
Dividend terminal growth 0%

Present value of terminal value 623.1

Net present value of dividend flows 955.7

Number of shares outstanding (million) 224

Target price (VND) 42,700

Source: Company data, Shinhan Securities Vietnam
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PER in 5 years of GDT
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PER band chart of GDT
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Source: Bloomberg, Company data, Shinhan Securities Vietnam

Source: Bloomberg, Company data, Shinhan Securities Viemam

PBR in 5 years of GDT PBR band chart of GDT
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Duc Thanh Wood Processing JSC (GDT) !
Key events of GDT
(VND)
GDT informed to
e acquire Duc Tam Wood
First time recorded revenue -
50,000 growth of 17% + GDT H Y
invested in 3rd factory

GDT's satisfactory

Q4.2022 results +

Ex-dividend date

40,000 Paid a 25% extra dividend,
increase the total cash
dividend in 2016 to 60%

\:

Adjusted the 2021
revenue and profit
target to decline

20,000 { ; i
Forecast of reduce in Revised the

COvID-19
pandemic outbreak

30,000

export turnover of Vietnam 2022 cash

. - ) ) W&WP + GDT's Q3.2022 dividend rate
Paid 70% dividend for 2017 Wk Received many high-value results below expected from 40% to 30%
(60% cash, 10% stock) exportorders;+ Lompleted
10,000 year's plan in Q3
Price of rubberwood Signed contract
increased rapidly order with Walmart
0 . . . . . .
2017 2018 2019 2020 2021 2022 2023

Source: FiinPro, Company data, Shinhan Securities Vietnam
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Appendix: Financial statements

Statement of financial position

[Vietnam / Personal and Household Goods]
Duc Thanh Wood Processing JSC (GDT)

Statement of comprehensive income

March 281, 2023

Year to Dec. (bn VND) 221 N2 NBF  NAF 5F  YeartoDec. (bnVND) 2021 N2 NBF  0UF  2A5F

Total assets m k) 475 50 55 Revenue 3% 40 518 611 4

Current assets ) 29 337 375 54 Growth (%) (159) (174) 210 106 179
Cash & equivalents 8 Pl 18 1% 15~ C0GS (27) (%7) (34) (3 (517)
Short-term finandial asset 9 7 B » 5%  Grossprofit 101 13 1% 187 p4]
Accounts receivable 7 115 53 61 7 GPM (%) 29 33 207 307 309
Tnventories % o 119 14 4 SGHA (®) (51 (%) (69 ©)
Other current assets 8 6 10 1 13 Operating profit 635 826 %2 182 1509

Non-current assets 15 o 13 1% 12 Growth (%) (®1) 01 189 24 ai
Net fixed assets 97 97 131 18 13 OPM (%) 187 207 190 194 202
Investment assets 2 0 0 0 0 Non-operating profit 13 4 10 1 1
Other long-term assets % 7 8 7 7 Financial income 17 15 18 18 19

Total liabilities 116 112 124 151 19 Finandal expense @ (10 ®) ) U

Curent iabilties 1 18 11 5 18 In which: interest expenses (0 4 @ (0 U
Accounts payable 15 ) » % ) Net other non-operating profit (02 (12 03 (04 (19)
Short-term borrowings b1 k| k| 1) 5 Pretaxprofit 7 & 108 12 162
Others % 54 5 6 8 Tncome tax (16) (18) @ %) (3)

Non-current iabities 4 4 5 5 6  Netprofit 61 69 8 108 129
Long-term borrowings 0 0 0 0 0 Growth (%) (40 0 A1 195 26

Other finandil liabltes 4 4 5 5 6 NPM (%) 180 173 166 168 172

- Controling interest b1 69 % 103 12

Total shareholders' equity 265 294 361 370 407 Norvcontroling nerest 0 0 0 0 0
Capital stock 180 197 26 26 26 EBIT il 89 109 130 163
Captal surplus 6 6 9 9 9 Growth (%) B4 148 24 189 23
Other capital 15 3 9 7 6 EBIT Margin (%) 28 02 A1 23 218
Non-controlling interest equity 0 0 0 0 0 Growth (%) (08) 152 23 177 239

*Total debt 6t £y EY 2 Y EBITDA margin (%) u7 241 28 01 20

*Net debt (cash) (39) (16) (139) (13) (15)

Key ratios
Statement of cash flow Year to Dec. 2021 N2 NBF NUF  NBF

Year to Dec. (bn VND) 201 2022 2023F 2024F 2025F EPS (VND) 3340 3499 3842 4591 5765

Cash flow from operations - 1 o 7 - BPS (VND) 1245 13160 16149 16537 18186
NeEproft 5 - ® o © PER () 149 92 116 95 70
DeA experse ) ; ; , ) E\B/;{Eg%m() 40 24 28 26 22

i NP X 101 63 91 72 54
Gfmneigatte @0 BB et W @ b ®  ®
Others i P - &) - Dividend yield (%) 8 10 6 9 10

: Profitability

Cash flow from investments & 8 4 ! @ EBITDA margin (%) %7 241 28 27 20
Change i fived assefs (2] (1 8] @ (S OPM (%) 187 207 190 194 202
Change in investment assefs ® 8 % (1) (7 NPM (%) 180 173 166 168 172
Otters 15 1 15 " 16 ROA (%) 163 176 181 201 21

Cash flow from financing (65) [0) (40) 80) ) ROE (%) 29 85 BB a7 317
Change in equity 8 21 Stability —

Netborrwig 5 a1 1 y 0 Debt to equity ratio (%) 29 101 84 12 132

Net debt ratio (%) (61) (168 (11500  (950) (836)

Dividends ) () (62) o @) Cash ratio (%) 893 028 1401 1196 m7

Others [0} [0} Interest coverage ratio (x) 813 508 64.7 104.3 1248
) Activity (%)

Changfe "_l total czsh ! " 8 9 0 Working capital tumover (days) 76 114 3 61 58
Beginning cash ! 85 N85 7 %4 Tnventory tumover (days) 127 131 12 127 127
Changein PX ates 02 0 o 0 0 Receivable tumover (days) » % 27 27 27
Endng cash - — § 2 1% L %0 Source: Company data, Shinhan Securities Vietnam

Source: Company data, Shinhan Securities Vietnam
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Duc Thanh Wood Processing JSC (GDT VN)
Share price Date Rating Target price TP gap (%)
160% - (VND)| Mean{ Max/Min
VN-Index GDT
09/09/2022 (Initiation) BUY 52,200 46 -9.5/289
120% - 27/02/2023 (Updated report)  BUY 46,100 242! -84/824
27/03/2023 (Updated report)  BUY 44400 28.7: -9.0/75.7
80%
40% -
0% A
40% -
2017 2018 2019 2020 2021 2022 2023
Target price
Stock price = = = Average price
60,000 1
50,000 -
40,000
30,000 -
20,000 A
10,000 -
2018 2019 2020 2021 2022 2023

Note: Calculation of target price gap based on past 12 months

Shinhan Securities Vietham

¢ BUY: Expected 12-month gain of 15% or more ¢ OVERWEIGHT: Based on market cap, largest share of sector stocks under coverage is
¢ HOLD: Expected 12-month loss of 15% to gain of 15% rated 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

7 1 € 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: Phuc 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: GDT 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 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 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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