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HOLD Phosphate fertilizer demand recovery
Update
Target price (12 ) 99’000 VND Maintain HOLD rating and target price of VND 99,000
. Duc Giang Chemicals Group JSC (DGC) is one of the leading enterprises in the field of industrial chemicals
Current 01/24 VND
e (25/01/29) 88’ 000 in Vietnam and yellow phosphorus is the main product. In 2023, net profit reached VND 3,250 bn (-40%
Upside/downside (%) 12.5% YoY) due to a sharp dediine in P4 prices. Exdluding 2022, which saw a sudden surge in demand worldwide,
VININDEX 1170 2023 was a relatively successful year for DGC, with profits ranking second in the company's history. In
HNXINDEX 28 2024, we believe that DGC's profits will grow by around 18%, thanks to the stability of the fertilizer
Market Gap (bn VD) 33,440 segment and the reduction of production costs. From mid-2025 onwards, the Nghi Son project will be a
QOutstanding shares (1mn) 380 long-term growth driver for DGC. Based on DCF method, we update DGC's target price at VND 99,000.
Free float (1) L Update business results in 2023 and prospects
52-week highy/low (VND) 101,000/48,600 )
: In Q4/2023, DGC recorded revenue of VND 2,387 bn (-23.2% YoY) and NPAT-Mi of VND 719 bn (-30.3%
90-day avg. trading volume (1mn) 27 ) -
90-ay avg, tumover (bn VD) 200 YoY). Revenue from the core business segment (P4 and HsPO4) decreased by approximately 43% Yoy,
due to declining prices and demand. On the other hand, fertilizer segment revenue increased by 22%
Mejor shareholders (%) m';& HU%: ad 3911 Yo, due to the potential extension of China's ban on phosphate fertilizer exports to 2024.
P In 2023, DGC's net revenue reached nearly VND 9,747 bn (-32.5% YoY) and consolidated net profit
M &M oM reached approximately VND 3,108 bn (-44.1% YoY). In which, Ps and Phosphoric Acid (HsPQx) recorded
Performance a decrease in revenue of 38%; Wet Phosphoric Acid (WPA) decreased by 28%; fertilizer segment
Absolute (%) 10 23 476 recorded a decrease in revenue of 12%. With the above results, DGC's net profit reached 106% of our
Relativeto WN-Index (%) 74 243 418 forecast.

WND ofs DGC continues to set a profit decline plan in Q4/2024. The expected net profit is VND 700 bn (-14.8%

150,000 2,000 YoY). We note that DGC usually sets conservative plans.

120,000 ‘ 1,600 In 2024, we forecast that the P4+ segment will not have many surprises, as the semiconductor market is
90,000 W 1200 expected to recover only from Q4/2024. However, we believe that the fertilizer segment will support
60,000 V‘ 800 DGC's profits, thanks to the outlook for phosphate fertilizers and the expected increase in prices due to
30,000 100 the absence of the Chinese market. In addition, we expect DGC to reduce production costs after the Khai

' 0 0 Truong 25 and 19b projects are completed in 2023. We project that DGC's net profit will reach
B R N R approximately VND 3,840 bn (+18% YoY).
SUSIRIGIREIR IR IR IR ; . ot -
NTONTONT NN NN We note that the Nghi Son Chemical Complex project is expected to start construction in the first half of
2024. The project has a total investment of VND 12,000 bn (3 phases), making it the largest investment
—DGCVNEQUITY VNIndex project in DGC's history. As of the end of 2023, the company's cash and short-term investment reached
Source: Bloormberg more than VND 10,000 bn, which is sufficient to implement phase 1. We expect the project to be
operational from mid-2025, contributing significantly to its business.
Thao Nguyen Risks: (1) Risk of phosphorus export tariff hikes and (2) Higher-than-expected electricity price.
& (8428)6299-8004 Year to Dec. 2023 2024F 2025F 2026F 2027F
>4 theonp@shinhan.com Revenue (bn VND) 9,748 9,797 10,341 10,524 11,52
OP (bn VND) 2,858 3348 3425 2813 2903
Ly Bui—Head of Research NP (bn VND) 3,250 3840 4,019 3,589 3,801
EPS (VND) 14653 8186 9,670 1012 9,037
S (8428)6299-8029 BPS (VND) 27519 30531 40,642 51,206 60675
4 lybtt@shinhan.com OPM (%) 293% 342% 33.1% 26.7% 25.2%
NPM (%) 33.3% 39.2% 38%% A1% 33.0%
ROE (%) 27.1% 24.0% 19.9% 15.0% 13.6%
PER (x) 117 99 94 106 100
PBR (x) 31 23 19 16 13
EV/EBITDA (x) 04 04 04 04 04
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.
Please click or scan Avalysts employed by Shinhan Secuities Vietram Co, L., or a non+-US affiate thereof, are ot registerec/qualied 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 HOLD rating and target price of VND 99,000

We apply a Discounted Cash Flow (DCF) valuation method to value DGC. We update our HOLD
recommendation with a target price of VND 99,000, equivalent to a return of 12.5%. The main driver of our
target price is the update of risk-free rate and equity risk premium

Valuation

DCF valuation (indude phase 1 Nghi Son Chemical Complex )

Unit: billion VND 2024F 2025F 2026F 2027F 2028F
Net profit 3673 384 3432 3,635 3,861
Plus: After-tax interest expense 35 27 30 A 37
Plus: Depreciation & Amortization 367 413 463 516 574
Minus: Change in working capital 4 -28 -138 58 41
Minus: CapEx 253 413 463 516 574
Free Cash Flow (FCF) 3,826 3,900 3,600 3727 3938
PV of FCF 11,783

Growth rate 2%

Present value of long-term value 16,813

Enterprise value 28,596

Debt 1328

Cash and cash equivalents 10,403

Equity value 37,671

Number of shares outstanding (mn units) 380

Target price (VND) 99,000

WACC 13.4%
Risk-free rate 2.5%

Equity risk premium %

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 Securides Company
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Key event chart of DGC
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The price of P4 increased
due to China's power

Yunnan (China)
power shortage

~

The price of P4 increased due
to China's restrictions on
manufacturing industries that
cause environmental pollution

4

The price of P4
was adjusted
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Source: Bloomberg, Company data, Shinhan Securities Viemam
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Appendix: Company Background

History

Duc Giang Chemical is a state-owned enterprise established in 1963 and spedializes 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 (Ps) 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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Duc Giang Chemicals Group JSC (DGC) Y 2%
DGC's P4 production capacity (thousand tons/year) Production capacity of DGC (thousand tons/year)
The
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P4 Acid  Fertilizers  Feed Liquid  Caustic PVC
0 phosphoric  (DAP,  additives caustic  soda flake
2017 2018 2023 MAP, (DCP, soda
NPK) MCP)
Source: Data Company, Shinhan Securities Company
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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Appendix: Financial statements

Statement of financial position

Statement of comprehensive income

Yearto Dec. (bn VND) 2022 2023  2024F  2025F  2026F  Yearto Dec. (bn VND) 2022 2023 2024F 2025F  2026F
Total assets 13406 15492 18860 23,260 27,376  Revenue 14444 9748 9797 10341 10524
Current assets 10985 12466 12585 14,859 16,867 Growth 325%  05%  56%  18%
Cash & equivalents 1535 1,061 1285 3440 5320  00GS 769 6293 5989 6430 7,227
Short-term finandial asset 7471 9342 9342 9342 9342  Grossprofit 6750 3455 3809 3911 3297
Accounts receivable 919 1,130 1,065 1,124 1,144 GPM 46.7% 354% 389% 37.8% 313%
Tnventories 1,000 855 814 874 982  SG&A 752 597 460 486 484
Non-current assets 2420 2681 2906 3,132 3357  Operating profit 5998 2858 3348 3425 2813
Net fixed assets 1,781 2100 2325 2551 2,776 Growth 524%  172%  23% -17.5%
Tnvestment assets 234 225 225 225 225 OPM 415% 293% 342% 331% 267%
Other long-term assets 406 356 356 356 356  Non-operating profit 384 641 712 825 982
Total iabilties 2572 3493 2853 3059 3430 Finandal income 533 743 820 925 1,084
Current liabilties 2571 3492 2853 3059 3430 Finandal expense 150 102 108 9 102
Accounts payable 326 190 181 194 218 In which: interest expenses 18 32 37 29 32
Short-term borrowings 468 1328 790 849 954 Net other non-operating profit 6 -1 -1 -1 -1
Others 1,778 1,942 1,882 2,016 2,258 Pre-tax profit 6,376 3,497 4059 4,249 3,793
Non-current liabilities 0 0 0 0 0 Income tax 339 247 219 229 205
Long-term borrowings 0 0 0 0 0 Net profit 6,037 3,250 3,840 4,019 3,589
Other finandal liabiities 0 0 0 0 0 Growth 462% 181% 47% -10.7%
- NPM 418% 333% 392% 389% 34.1%
Total shareholders' equity 10,834 11,999 16,006 20,201 23,946 Cotrolingreret 5565 3109 3673 384 3432
Capital stock 3798 3798 3798 3798 3,798 Norvcontraling inferest 72 14 167 175 15
Capital sumlus 1,787 1,787 1,787 1,787 1,787 EBIT 6,393 3529 40% 4278 3,825
Other captal 217 13 13 183 18 gy 448% 161%  44% -106%
Reanedeamings 084 5887 9727 13747 17335 gy iagn M3%  362% 418% 414%  363%
Total cebt 48 138 70 8 B4 gy 4% 161%  51% -86%
*Net debt (cash) 8539 9075 9837 -11,933 -13,708 EBITDA margin 462% 394% 456% 454%  40.7%
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 9670 10122 9,037
Cash flow from operations 5,937 1,812 2472 2,714 2,461 BPS (V\D) 27519 30531 40642 51226 60,675
Net profit 6,037 3,250 3,840 4,019 3,589 DPS (VND) 3,000 2,000 1,000 1,000 1,000
Depreciation expense 285 317 367 413 463 PER (x) 53 117 99 95 106
(Gain) from investing activities PBR (X) 28 31 24 19 16
Change in working capital -19 42 4 28 138 EV/EBITDA (x) 03 04 04 04 04
Others 106 1572 -1572  -1572  -1572 Dividend payout ratio (%) 20% 4%  10%  10% @ 11%
Cash flow from investments 3828  -1498  -1,498 413 463 Dividend yield (%) 67%  44%  22%  22%  22%
Change in fired assets -253 4153 253 -413 463 Profitability
Change in investment assets 3675 -1244  -1.244 0 0 EBITDA margin 462% 394% 456% 454%  40.7%
Others 100 -100 0 0 0 OPM 415% 293% 342% 331% 26.7%
Cash flow from financing 697 789 750 -146  -118 NPM 418% 333% 392% 389%  341%
Crange n equly & 0 167 175 156 ROA 450% 21.0% 204% 173%  131%
Net borroing 371 s 58 58 105 smlr:'?E £ 271% BN 199% BER
- i
Dividends Ee 117 R S50 B De'styto equity ratio 43%  43% 111% 4%  42%
Changein total cash 1,412 -475 225 2,155 1,880 Cash ratio 59.7% 59.7%  304% 451% 112.5%
Beginning cash 124 1535 1061 1285 3440 Interest coverage ratio (x) 3408 3408 90.3 897 1186
Change in FX rates Activity
Ending cash 1535 1061 1285 3440 5320 Working capital tumover (days) 55 81 8 8 8
Tnventory tumover (days) 47 50 50 50 50
Receivable tumover (days) 23 42 40 40 40
Source: Company data, Shinhan Securities Vietnam
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Duc Giang Chemicals Group JSC (DGC VN)

: TP TP gap (%
Share price Date Rating gap (%) :
(VWD)| TB Max/Min
1800% - .
0/“ 10/08/2023 (Initiation) BUY | 87000 145! -159/808
1500% A
’ 26/01/2024 (Update) HOLD 99,000| 323 -1.9/103.7
1200%
900% -
600% -
300% -
0% 7 :“?sf = [N N B R T
-300% -
R IR I T T S N N, Ut R, S SN
N N N N N N A N N A\ SR 2N
Q@ P @ @ Y
= DGC VN EQUITY NI
Target price (VND)
140,000 A
120,000 A
100,000 A
80,000 A
60,000 -
40,000 A
20,000 A
S Q> ) S N N O\, O\ 3
I O R I U N i e N N
QY @ g @
Note: Calculation of target price gap based on past 12 months
Shinhan Securities Vietnam

¢ 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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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 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 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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