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Ambitious M&A strategy 

Update recommendation HOLD, target price at VND 51,200 

Binh Duong Water - Environment JSC (HoSE: BWE) is the industry leader in the water supply sector on the stock 

exchange with sustainable growth potential and strong financial health. Based on FCFF and PE methods, we update 

BWE's target price at VND 51,200 based on our expectation that the revenue of BWE will continue to grow solidly 

because of (1) The effective business model, complete value chain; (2) Aggressive M&A activities. Specially, BWE 

announced the resolution of the Board of Directors to list of target 5 companies with ownership rates from 50% to 

100%. 

Update business results in 2022 

In 2022, Binh Duong Water-Environment JSC recorded revenue of VND 3,484 billion (+12% YoY) and VND 746 billion 

(-1% YoY) in NPAT. The tap water segment continued to contribute the largest proportion of NPAT with 78%, and 

water output increased sharply by 11% YoY which was the main driving force for BWE's revenue growth. The 

wastewater treatment segment recorded the most impressive revenue growth with 196% YoY. Besides, the loss of 

the exchange rate and no revert of provisions caused financial expenses to jump sharply by 186% YoY to VND 225 

billion, leading to a flat NPAT of BWE in 2022. 

Outlook for 2023 

We expect the revenue and NPAT in 2023 to reach VND 3,607 billion (+4% YoY) and VND 759 billion (+2% YoY), 

respectively. The main growth driver still comes from the tap water segment with output expected to maintain a 

growth rate of 7% YoY. This growth rate was forecasted based on the risk of lower water consumption than expected 

when the world economy faces many difficulties for manufacturing companies. In addition, we assume a flat selling 

price compared to 2022 in the financial model based on BWE's updated water range for 2023. 

Regarding the M&A activities, in 2022, BWE successfully bought a 48.86% stake in Can Tho 2 Water Supply JSC and 

a 23.64% stake in Can Tho Water Supply and Sewerage JSC. On February 10, BWE announced the resolution of the 

Board of Directors to list of target 5 companies with ownership rates from 50% to 100%. Companies on the BWE list 

include: 

(1) DNP Long An Water Infrastructure Investment JSC; (2) Chau Thanh Urban Construction JSC; (3) Can Giuoc Urban 

Construction JSC; (4) Bang Tam Water and Environment JSC; (5) DNP Quang Binh Water Infrastructure Investment 

JSC. 

We have not yet factored the above information into our financial model because we need more specific figures on 

M&A activities in the near future. Based on our research, if BWE successfully acquires a group of water plants in Long 

An, the total output of BWE can increase by about 3.5 million m3. 

Risks:   (1) Water consumption lower than expected; (2) Exchange rate risk (3) Diversification risks in M&A. 

Year to Dec. 2020 2021 2022 2023F 2024F 

Revenue (bn VND) 3,025 3,119 3,484 3,607 3,863 

OP (bn VND) 591 884 815 827 867 
NP (bn VND) 535 755 746 759 765 

EPS (VND) 2,748 3,254 3,195 3,935 3,963 

BPS (VND) 14,928 14,707 19,797 22,980 22,913 

OPM 20% 28% 23% 23% 22% 

NPM 18% 24% 21% 21% 20% 

ROE  16% 19% 16% 17% 17% 
PER (x) 11.7 14.8 14.6 11.8 11.7 

PBR (x) 1.7 1.8 2.3 2.0 2.0 

EV/EBITDA (x) 5.2 6.0 12.9 11.8 10.4 

Source: Company data, Shinhan Securities Vietnam 
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Valuation and Recommendation 

We use P/E and Discounted Cash Flow (DCF) valuation methods to value BWE with 50%-50% weighted. We 

maintain our BUY recommendation with a target price of 51,200 VND equivalent to a return of 10%. 

Weighted Average Cost of Capital (WACC) 

WACC (%) 10.0 

Risk-free rate (%) 5.0 

Equity risk premium (%) 7.8 

Beta 0.80 

Debt cost (%) 8.00 

The cost of equity(%) 11.2 

Debt-to-equity ratio 0.4 

Total debt (VND billion) 4,017 

Source: Company data, Shinhan Securities Vietnam 

 

 

 

FCF valuation           

Unit: billion VND 2023F 2024F 2025F 2026F 2027F 

Net profit 759 765 812 872 859 

Plus: After-tax interest expense 151 151 151 151 151 

Plus: Depreciation & Amortization 504 519 535 550 567 

Minus: Change in working capital 37 -236 92 64 -8 

Minus: CapEx 263 215 220 227 235 

Free Cash Flow (FCF) 1,113 1,456 1,186 1,282 1,350 

Discount rate 0.91 0.83 0.75 0.68 0.62 

PV of FCF 1,013 1,204 892 877 840 

Growth rate 0%     

Present value of long-term value 8,439     

Enterprise value 13,264     

Debt  4,017     

Cash and cash equivalents 275       

Number of shares outstanding (billion) 0.19     

Target price (VND) 49,358         

Source: Company data, Shinhan Securities Vietnam         
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Based on the P/E method, we collect data from businesses in the water industry and the environment 

in Asia. The average P/E of companies in the water and environment sectors in the statistics (excluding 

BWE) is 13.44. Combining BWE's EPS forward forecast at VND 3,935 we expect a 12-month price target 

of BWE at VND 52,900. 

 

Peer valuation       

Tickers PE Mkt Cap (USD mil) EPS Growth (%) ROA (%) ROE (%) 

 300692 CH Equity  13.76 452.54 0.59 3.98 10.74 

 600168 CH Equity  16.32 649.52 55.56 1.47 5.14 

 EASTW TB Equity  11.13 262.93 39.13 3.4 7.27 

 TTW TB Equity  12.53 1113.8 5.41 14.12 21.97 

 BWE VN Equity  14.39 376.08 -1.81 7.79 14.73 

Mean 13.44     

EPS forward (VND) 3,935     

Target price (VND) 52,886     

Source: Company data, Shinhan Securities Vietnam  
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PBR of BWE 2019-2022 (x)  PBR band chart of BWE 
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EV/EBITDA of BWE  Correlation of NT2 and ROE 
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Sự kiện quan trọng của BWE 

 

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

 

 Statement of financial position 
Year to Dec. (bn VND) 2020 2021 2022 2023F 2024F 

Total assets 8,246 9,074 9,987 9,032 9,715 

Current assets 2,459 2,719 2,786 3,520 4,577 

Cash & equivalents 728 476 275 1,408 2,316 

Short-term financial asset 337 600 872 666 808 

Accounts receivable 691 911 912 708 701 

Inventories 622 698 714 739 753 

Non-current assets  5,787 6,355 7,201 5,511 5,138 

Net fixed assets 2,679 3,253 3,617 3,389 3,085 

Investment assets 720 981 1,447 1,262 1,252 

Other long-term assets 2,388 2,121 2,138 860 801 

Total liabilities 4,836 5,149 5,449 5,734 6,240 

Current liabilities 1,988 2,008 1,989 2,121 2,388 

Accounts payable 707 798 663 642 844 

Short-term borrowings 1,281 1,210 1,326 1,479 1,544 

Others 483 600 479 452 640 

Non-current liabilities 2,849 3,141 3,460 3,613 3,852 

Long-term borrowings 2,220 2,371 2,692 2,684 2,566 

Other financial liabilities 629 770 769 929 1,286 

Total shareholders' equity 3,409 3,925 4,538 4,538 4,538 

Capital stock 1,875 1,929 1,929 1,929 1,929 

Capital surplus 589 621 621 621 621 

Other capital 912 1,328 1,943 1,943 1,943 

Retained earnings 374 606 957 1,445 1,920 

Non-controlling interest equity 34 47 44 44 44 

*Total debt 3,501 3,581 4,018 4,163 4,110 

*Net debt (cash) 2,436 2,505 2,871 2,090 987 

 

 Statement of cash flow 
Year to Dec. (bn VND) 2020 2021 2022 2023F 2024F 

Cash flow from operations 1,150 892 1,352 1,163 1,432 

Net profit 535 755 746 759 765 

D&A expense 464 482 477 504 519 

(Gain) from investing activities (59) (92) (120) (62) (88) 

Change in working capital (135) (8) (2) (37) 236 

Others 344 (245) 252 - - 

Cash flow from investments (1,888) (1,081) (1,699) 94 (181) 

Change in fixed assets (846) (1,033) (842) (201) (127) 

Change in investment assets - - - 391 (132) 

Others (1,042) (47) (857) (95) 77 

Cash flow from financing 1,391 (63) 146 (125) (342) 

Change in equity - - - - - 

Net borrowing 1,391 (63) 383 145 (53) 

Dividends - - (236) (271) (289) 

Change in total cash 653 (252) (201) 1,133 908 

Beginning cash 75 728 476 275 1,408 

Change in FX rates - - - - - 

Ending cash 728 476 275 1,408 2,316 

Source: Company data, Shinhan Securities Vietnam 

 

 Statement of comprehensive income 
Year to Dec. (bn VND) 2020 2021 2022 2023F 2024F 

Revenue 3,025 3,119 3,484 3,607 3,863 

Growth (%) 18.8  3.1  11.7  3.5  7.1  

COGS (1,789) (1,804) (2,063) (2,092) (2,240) 

Gross profit 1,236 1,315 1,421 1,515 1,622 

GPM (%) 40.9 42.2 40.8 42.0 42.0 

SG&A (489) (470) (502) (583) (648) 

Operating profit 747 845 919 932 974 

Growth (%) 0.1 0.5 (0.1) 0.0 0.0 

OPM (%) 24.7 27.1 26.4 25.8 25.2 

Non-operating profit (167) 11 (99) (103) (121) 

Financial income 42 110 104 104 104 

Financial expense (215) (79) (226) (226) (226) 

  In which: interest expenses (156) (155) (170) (170) (170) 

Net other non-operating profit 5 (20) 23 18 0 

Pre-tax profit 596 864 838 855 874 

Income tax (61) (109) (92) (96) (110) 

Net profit 535 755 746 759 765 

Growth (%) 12.4 41.0 (1.2) 1.7 0.7 

NPM (%) 17.7 24.2 21.4 21.0 19.8 

Controlling interest 535 749 743 759 765 

Non-controlling interest 0 7 4 0 0 

EBIT 752 1,018 1,008 1,026 1,045 

Growth (%) 9.9 35.5 (1.0) 1.7 1.9 

EBIT Margin (%) 24.8 32.7 28.9 28.4 27.1 

EBITDA 1,215 1,501 1,485 1,529 1,564 

Growth (%) 16.3 23.5 (1.0) 2.9 2.3 

EBITDA margin (%) 40.2 48.1 42.6 42.4 40.5 

 

 Key ratios 
Year to Dec. 2020 2021 2022F 2023F 2024F 

EPS (VND) 2,748 3,254 3,195 3,935 3,963 

BPS (VND) 18,004 20,104 23,293 25,318 27,781 

PER (x) 11.7 14.8 14.6 11.8 11.7 

PBR (x) 1.7 1.8 2.3 2.0 2.0 

EV/EBITDA (x) 5.2 6.0 12.9 11.8 10.4 

Dividend payout ratio (%) 25.0 20.0 33.6 35.6 36.0 

Dividend yield (%) 8.1 4.8 3.0 3.0 3.0 

Profitability           

EBITDA margin (%) 40.2 48.1 42.6 42.4 40.5 

OPM (%) 24.7 27.1 26.4 25.8 25.2 

NPM (%) 17.7 24.2 21.4 21.0 19.8 

ROA (%) 6.5 8.3 7.5 8.4 7.9 

ROE (%) 15.7 19.2 16.45 16.7 16.8 

Stability           

Debt to equity ratio (%) 102.7  91.2  88.5  91.7  90.6  

Net debt ratio (%) 200.4 166.9 193.3 136.7 63.1 

Cash ratio (%) 53.6 53.6 57.7 97.8 130.8 

Interest coverage ratio (x) 4.8 6.6 5.9 6.0 6.1 

Activity (%)           

Working capital turnover (times) 15.1 14.8 18.3 19.3 19.6 

Inventory turnover (days) 3.2 2.7 2.9 2.9 3.0 

Receivable turnover (days) 4.0 3.9 3.8 4.5 5.5 

Source: Company data, Shinhan Securities Vietnam 
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Shinhan Securities Vietnam 

 Stock  Sector 

 

 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 
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