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Refrigeration Electrical Engineering (REE) [BUY +38.6%] Update Report
Industry Utilities 2018 2019F 2020F 2021F 20%
Report Date  November 29,2019  Rev Growth 21%  2.0%  246% -3.7% 30% REE ====- vaI
Current Price: VND36,150 EPS Y/IY 29.5% -8.1% 15.0% 6.1% 20%
Target Price: VND48,300 EPS Y/Y* 10.1% -1.5% 15.0% 6.1% 10% acronar” N

Previous TP: VND45,700 EBITDAY/Y  -122%  18.7%  285%  3.4% 0%
Upside to TP: 33.6% FCF yield 10.0% 9.0%  14.8% 24.4% -10%
Dividend Yield: 5.0% P/B 1.2x 1.1x 1.0x  0.9x Nov-18 Febl9  May-19 Aug-19 Nov-19
TSR: 38.6% P/E 6.8x 6.9x 6.0x 5.6x
Market Cap: usD481mn REE Peers** VNI Company Overview
Foreign Room: uUsDO P/E (ttm) 6.4x 10.8x 15.9x REE is a holding company with three main business
ADTV30D: USD1.4mn P/B (curr) 1.2x 1.3x 2.3x lines: power (nearly half of its total earnings),
State Ownership: 0% Net D/E 01 0.2 N/A mechanical and engineering installation (M&E) and

. s ‘ ) office leasing. REE is a leading M&E player and
Outstar.1d|ng Shares: 310 mn ROE 17.0% 14.2% 14.7% possesses 150,000 sqm of office leasing space.
Fully Diluted Shares: 310 mn ROA 10.4% 7.6% 2.5% Other segments include water and real estate.

* Core NPAT, adjusted for Quang Ninh plant (QTP)’s provision/write-back **Average of power, M&E and real estate
Thanh Nguyen Attractive valuation with strong medium-term growth
Analyst L . . . .
0
thanh.nquyendac@vcsc.com.vi . We maintain .a BUY rating and rglse our target price by 5..7 /o t(.).VND48,300/share given the
+848 3914 3588 ext. 173 impact of rolling our DCF valuation to end-2020 and an insignificant NPAT forecast change
for 2019-2023F.

Duong Dinh e We maintain our 2020F NPAT-MI of VND1.9tn (USD81.5mn; +15.0% YoY) driven by the
Senior Manager full-year operation of the E-town East West office and new power plants, M&E earnings

duong.dinh@vcsc.com.vn
+848 3914 3588 ext. 140

growth of 27.5% (on the back of strong backlog) and tripled earnings from real estate.

e REE will highly benefit from Vietnam’s power shortage given its sizable 800 MW portfolio
with low production costs and ideal locations. Meanwhile, we project a 2019-2023 NPAT-
MI CAGR of 12.7%, driven by new investment into the power and office leasing segments.

e We see an attractive valuation with a 2020 projected P/E of 6.0x, P/B of 1.0x and a
projected free cashflow yield of an average 15.6% over 2020-2024.

e Upside risks: potential new investment to boost long-term earnings growth; capacity
expansion guidance for recently acquired Thuan Binh wind power company.

o Downside risk: further real estate project delays.

18.7% power portfolio expansion to boost a 2020-2022 power earnings CAGR of 23%. In Q4
2019, REE successfully acquired Muong Hum hydropower (35 MW) and Thuan Binh wind power
(24MW; could expand to 50MW). The company is on track to break ground on the Tra Vinh wind
power project (48 MW) in the Mekong Delta in early 2020. VSH recently completed the water tunnel
for the Upper Kon Tum project (220 MW), which is one of the last sizable hydropower plants in
Vietham and targeted for commercial operation in March 2020. This hydropower plant is the first
project in which REE has participated in the construction process, which could demonstrate that
REE has the capability to develop power plants on its own. Additionally, an appellate court has
cancelled a penalty decision for Upper Kon Tum, reducing the risk of further cost overrun.

We project office leasing NPAT to triple over the next five years. The E-town East West office
building has been fully occupied since H2 2019, driving our projected 17% office leasing earnings
growth in 2020. REE is also on track to break ground on E-town 6 in 2020 (expected 2023 opening).

Robust newly-signed contracts from M&E segment despite a real estate market slowdown.
Newly-signed contracts of USD100mn over 9M completed ~77% of REE’s full-year target and imply
a current backlog of ~USD260mn, supporting our 2020 projected M&E earnings.

Advance investment and capex of VND1.4tn (USD60mn) as of end Q3 2019 imply potential
future earnings growth. REE confirmed that it has paid in advance for many new investments in
the power and office leasing and real estate segments. This confirmation implies upside risk to our
long-term earnings forecast, pending for a fuller review when REE releases additional information.
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VIET CATITAL (N
OM 2019 recap: Strong Q3 2019 results driven by all
segments
Figure 1: 9M 2019 results

Q3 2019

Revenue growth was mainly driven by

Revenue 1,227 2.8% 3,565 2.9% 67.6% the office leasing segment given the full
contribution of the new E-town Central.

Power and water 179 -9.1% 606 -0.9% 77.1%
M&E and air conditioning 815 1.6% 2,288 -2.3% 67.3%
Office leasing and real estate 233 20.0% 671 31.0% 61.7%
Gross profit 298 1.0% 950 12.7% 63.6%
SG&A -62 -11.2% -189 -2.0% 57.2%
Operating profit 236 4.8% 761 17.1% 65.3%
- Financial income 94  115.0% 318 23.8% 90.4%
- Financial expenses -82 -35.3% -275  141.1% 75.1%
Interest expense -102 77.6% -297 83.2% 80.9%
QTP provision/write-back 23 -134.8% 33 -38.1% n/m
- Share profit/loss fr associates 205 3.8% 584 -12.0% 72.3%
- Net other income/loss 8 147.4% 10 9.5% 72.6%
EBT 461 34.4% 1,398 -4.6% 70.9%
- Income tax exp -48 54.3% -156 -5.5% 67.1%
Profit after tax 414 32.4% 1,242 -4.5% 71.4%
- Minority interests -11 -42.7% -53 -22.4% 49.3%

Strong Q3 2019 earnings growth was
driven by all segments, including:
1) Power & Water growth due to PPC’s
strong consolidated earnings growth
and a provision write-back for QTP.
NPAT-MI 403 37.2% 1,189 -3.5% 72.9% 2) M&E growth vs a low base in Q3 2018
when REE booked provisions for
pending projects.
3) Office leasing & real estate growth was
driven by the new E-town Central and E-
town East West.

Power and Water* 238 60.6% 703 -6.2% 77.5%
M&E and air conditioning 71 20.9% 191 11.7% 62.7%
Office leasing and real estate 105 31.9% 320 6.6% 70.7%
Other -11 n/m -24 n/m 78.3%

NPAT-MI adjusted for QTP**

provision 380 5.7% 1,156 -1.9% 68.5%

Source: REE, VCSC. (*) Including VND88bn/USD3.8mn add-on disposal gain from the Vung Ang 2 divestment
in Q1 2019, (**) Quang Ninh coal-fired power plant — UPCoM: QTP.
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2019 outlook: Strong office leasing earnings growth, but
weak power results weigh on consolidated earnings

Figure 2: 2019 forecast
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Note
(@) YoY explanation

(b) Explanation for change in forecast

(a) Driven by office leasing (full utilization of E-town Central
and new E-town East West) and VIID’s land lot project in Gia
Lam, Hanoi (expected to be recorded in late 2019).

(b) We cut TBC’s sales volume as June-October 2019 sales
volume trailed our expectation.

(a) M&E recovery and office leasing growth fail to offset the
weak earnings from the power segment (due to hydropower
and PPC) and real estate segment (lower vs 2018’s high base
given the asset disposal gain).

(a) We project lower earnings for PPC (coal prices increased more
than the CGM price increase, narrowing PPC's CGM profit
spread). In addition, lower contracted volume in 2019 negatively
affected PPC'’s earnings when the price of coal shot up this year
as well as REE’s hydropower portfolio (due to the impact of El
Nifio, which lowered the sales volume of hydropower plants).

(a) We project M&E earnings to recover given no further one-off
expense assumption for 2019.

(a) We expect no one-off expense as in 2018.

(a) Results from the full utilization at E-town Central and a small
contribution of the new E-town East West.

(a) 2018 was high base due to a land disposal gain of VND110bn
(USD4.8mn).

(a) We expect VCW to have a higher utilization of 96% in 2019 vs
83% in 2018 after completing the new pipeline (capex of
VND600bn/USD26mn).

(b) We cut our VCW earnings forecast due to environmental
issues in October 2019.

Source: REE, VCSC
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2020 outlook: Strong earnings growth is driven by all
segments
Figure 3: 2020 forecast

Note
(@) YoY explanation

(b) Explanation for change in forecast

(a) Revenue growth is driven by the full-year consolidation of

RIBYETIE 220, CEEN Bdein Muong Hum hydropower and real estate booking at VIID.
Power 713 888 -3.1% 24.5%
M&E 2,800 3,400 0.0% 21.4%
Air conditioning 600 600 0.0% 0.0%
Office leasing 837 920 0.0% 9.9%
Real estate 250 671 0.0% 168.2%

Gross profit 1,433 1,857 -1.4% 29.6%

SG&A -325 -405  -0.4% 24.6%

Operating profit 1,108 1,452 -1.7% 31.0%

- Financial income 361 252 -16.5% -30.1%

- Financial expenses -367 -326 0.0% -11.0%

Interest expense -367 -326 0.0% -11.0%

- Sha_lre profit/loss from 827 900 5.1% 8.9%
associates

- Net other income/loss 14 14 0.0% 0.0%

EBT 1,943 2292 -1.3% 18.0%

(a) 2020F earnings growth is driven by (1) PPC’s earnings
recovery on the back of a lower global coal price and
Vietham’s worsening electricity shortage; (2) full-year
contributions from E-town East West and new power plants;
NPAT-MI 1,639 1,884 0.2% 15.0% (3) and strong revenue and earnings growth for M&E
segment due to no expected further license issues at several
real estate projects. These three items outpace (4) the lack of
a one-off disposal gain for the power segment and (5) aloss
at Upper Kon Tum in its first operating year.
(@) Excluding disposal gains, we estimate adjusted power
earnings to grow 1.9% in 2020 as we expect PPC’s earnings to
Power 729 672 4.1% -7.9% recover as well as full-year contribution of recently-acquired
Muong Hum hydropower and Thuan Binh wind to outpace the loss
of Upper Kon Tum.
(a) Strong backlog and recovery in Vietnam’s real estate market

0, 0,
M&E 280 357 0.0% 21.5% to support M&E earnings growth.
Air conditioning 24 24 0.0% 0.0%
Office leasing 385 451 0.0% 17.0% (a) Thanks to full-year operation of E-town East West.
W t VIID to book t of the Duc Gi land plot project
Real estate 68 179  0.0% 165.6% i(:)zozeoe)(pec BRSNS SUS TR, [ m ol (B =e
Water 166 204 0.0% 23.1% (a) Thanks to higher utilization and no further issues at VCW.
Other -13 -3 n/m n/m
Adjusted NPAT-MI 1,639 1,884 0.2% 15.0%

Source: REE, VCSC
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VSH: Appellate court cancels penalty decision for Upper Kon Tum

On November 14, 2019, the People’s Court of Hanoi officially canceled a penalty decision made by
the Vietnam International Arbitration Center (VIAC). According to this official appeal result, VSH
(REE has 21% stake) does not need to pay a penalty fee of VND2.2tn (USD93mn) for Hydro China
Huadong, which was the previous contractor for the Upper Kon Tum hydropower project. This
appeal result reduces the risk of a further cost overrun. However, there is still minor risk that
Chinese contractors will reject the decision of the Court’s decision and appeal to another court,
pending further reaction from both Hydro China Huadong and VSH.

REE confirmed that the Upper Kon Tum hydropower will come online in Q1 2020, relieving our
downside risk concern. On October 21, 2019, VSH completed the water tunnel for this new
hydropower plant, implying no further delay. Per REE, the new hydropower plant is expected to
store water from January 2020 before commercially operating in March 2020.

The latest capex guidance for Upper Kon Tum was VND9.4tn (USD403mn), which is much higher
than the initial budget of VND5.7tn (USD245mn). Therefore, VSH is kicking off PPA renegotiation
for Upper Kon Tum in order to finish in 2019. Per management, the company expects a PPA price
of VND1,100/kWh for Upper Kon Tum after renegotiation while the temporary PPA price will be
~VND800/kWh.

Based on the above information, we currently forecast a 2020F loss of VND178bn (USD7.7mn)
compared to 2019F earnings of VND155bn (USD6.7mn). However, we project a 2021 earnings
recovery of VND205bn (USD8.9mn), driven by the full-year operation of Upper Kon Tum and a
higher PPA price after renegotiation.

Figure 4. VSH outlook in 2019-2024 (VND bn)

2019F 2020F 2021F 2022F 2023F 2024F
Sales volume (mn kWh) 460 1,449 1,760 1,760 1,760 1,760
Vinh Son - Song Hinh 460 649 678 678 678 678
Upper Kon Tum 0 800 1,082 1,082 1,082 1,082
Revenue 377 1,216 1,747 1,752 1,757 1,762
Vinh Son - Song Hinh 377 448 503 508 513 518
Upper Kon Tum 0 768 1,244 1,244 1,244 1,244
NPAT 155 -178 205 210 273 339
Vinh Son - Song Hinh 155 251 256 194 190 190
Upper Kon Tum 0 -429 -51 16 83 149
REE's shared profit/loss 33 -37 43 44 57 71

Source: VCSC forecast
REE has recently acquired Thuan Binh Wind Power JSC

REE recently accumulated a further 24% stake in the Thuan Binh wind power plant (24 MW) and
will consolidate this plant from Q4 2019 (REE’s total stake of 57%, including an 8% indirect stake
via TBC - REE’s subsidiary). This company also has a license to build another wind power plant
with a capacity of 26 MW that will be located next to its existing plant. However, REE’s management
has not disclosed detailed guidance for the 26 MW capacity expansion. Therefore, we temporarily
do not incorporate this capacity expansion to our model, but the expansion implies an upside risk
to our earnings forecast.
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Medium-term forecasts
We project 2019-2023F NPAT-MI CAGR of 12.7%, in which:

e We expect Upper Kon Tum to break even in 2021, leading to our 2021F NPAT-MI growth
of 6.1% for REE.

e We forecast the Tra Vinh wind power plant to break even in 2021 and make significant
contributions from 2022, helping to boost 2022F NPAT-MI by 11.8% (based on our
forecast).

e Our 2023F NPAT-MI growth of 18.4% is mainly driven by the E-town 6 operation.

Figure 5: REE’s NPAT by segment (VND bn)
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Source: VCSC forecast

We break down earnings contribution by subsidiaries and associated companies for power (Figure
6), water (Figure 7) and real estate (Figure 8). We also break down office leasing earnings by
buildings (Figure 9) in which REE has 100% stake.

Figure 6: REE’s power earnings by plant (VND bn)
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Source: VCSC forecast
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Figure 7: REE’s water earnings by plant (VND bn)
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Figure 8: REE’s real estate earnings by company (VND bn)
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Figure 9: REE’s office leasing earnings by building (VND bn)
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Target price derivation

We continue to apply a 100% DCF valuation for REE based on projected consolidated cashflow,
which we believe should capture the long-term outlook for REE’s new investment projects. We note
that we apply a 10% conglomerate discount to our DCF valuation.

We raise our target price by 5.7% from VND45,700/share to VND48,300/share due to the impact
of rolling our target price to end-2020 while we have insignificant changes to our 2020-2023 NPAT-
Ml forecast for REE (-0.1% vs previous forecast).

Figure 10: Valuation (VND/share)

DCF valuation 53,700
Discount (%) 10%
Target price 48,300
Upside 33.6%
Dividend yield 5.0%
TSR % 38.6%
2020F P/E at target price 7.9x

Source: VCSC forecast
DCF valuation
Figure 11: DCF Valuation

Cost of Capital Old Revised FCFF (Five Year) VND bn
Beta 1.0 1.0 PV of Free Cash Flows 5,935
Market Risk Premium % 8.4% 8.7% PV of Terminal Val (1.0% g) 12,242
Risk Free Rate % 4.8% 4.5% PV of FCF and TV 18,177
Cost of Equity % 13.2% 13.2% + Cash & ST investments 3,478
Cost of Debt % 8.0% 8.0% - Debt -4,191
Debt % 29.7% 25.1% - Minority Interest -820
Equity % 70.3% 74.9% Equity Value 16,645
Corporate Tax Rate % 20.0% 20.0% Shares (million) 310
WACC % 11.2% 11.5% DCF value per share, VND 53,700

Source: VCSC forecast

Figure 12: Discounted cash flow

VND bn 2020F 2021F 2022F 2023F 2024F
NPAT 1,884 2,000 2,237 2,647 2,892
+ Interest expense 261 231 206 198 189
+ Depreciation 186 246 306 426 546
- Working cap increase -209 35 -92 -139 -48
- Capex -1,000 -1,500 -1,000 -400 -400
- Adjust for non-cash income -177 -186 -188 -198 -213
Free Cash Flow 946 826 1,470 2,534 2,967
Present Value of FCF 849 664 1,060 1,640 1,722
Cumulative PV of FCF 849 1,513 2,573 4,213 5,935

Source: VCSC forecast
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We chose peers from the M&E, power and real estate segments based on local listed companies.
We picked local firms with only a single power plant, either hydropower or thermal. We average
peers in the M&E, power and real estate segments to generate a peer for REE; this is for reference
as we do not use a multiple valuation for REE.

Figure 13: Peer comparison

Market TTM Net

Ticker Cap sales Net D/E ROA D?vidend
(USD (USD (%) (%) yield (%)
mn) mn)

SRF 19 74 2.1 4 38.4 70.2 22.2 5.8 104 4.4 0.9
DHP 4 12 6.3 1 71.7 11.2 11.2 9.1 111 4.9 0.5
KSD 3 6 -19.3 0 -24.1 -1.4 5.2 4.9 n/a 13.1 0.7
MCG 4 7 83.2 -7 n/a 105.0 0.2 0.0 n/a n/a 0.4
Average 8 24 18.1 -1 28.7 46.3 9.7 4.9 10.8 7.5 0.6
PPC 391 333 12.6 49 3.3 -14.0 17.2 135 9.5 8.9 15
NT2 282 335 0.7 34 -5.5 78.3 20.0 9.7 4.0 8.4 1.6
VSH 202 16 -40.7 13 -59.0 147.5 4.5 1.7 n/a 35.3 1.5
TBC 67 15 -7.1 9 -6.7 -55.1 18.7 17.8 8.2 8.7 1.6
TMP 104 30 -10.6 22 8.9 -46.6 32.3 25.6 8.7 5.7 1.7
SHP 91 27 -0.9 8 -0.3 72.1 15.7 8.4 8.9 11.5 1.8
CHP 121 27 30.0 4 87.9 55.2 11.8 6.0 7.4 14.8 1.8
SJD 64 17 -21.0 8 -40.1 9.5 13.3 8.0 11.6 12.1 1.7
Average 165 100 -4.6 18 -1.4 30.9 16.7 11.3 8.3 13.2 1.6
NLG 295 89 -51.6 33 -33.9 -20.7 11.7 55 1.6 13.2 15
PDR 364 175 496.5 28 28.3 -5.4 20.1 5.9 n/a 12.1 2.2
KDH 357 422 12.1 25 14.3 4.9 10.1 3.6 54 13.2 1.3
DXG 621 148 74.9 35 71.7 -12.6 13.5 8.8 1.5 15.6 2.0
Average 317 224 17.3 51 28.2 21.4 25.9 8.5 2.8 4.4 0.8
PEER 188 112 41.1 17 16.3 24.9 14.2 7.6 7.3 10.8 1.3
REE 481 224 1.3 77 10.7 1.8 17.0 10.4 5.0 6.4 1.1

Source: Bloomberg, Data as of November 28, 2019.

Figure 14: Historical P/E of Viethnamese power plant peers (x)
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Recommendation history

Figure 15: Historical target price and recommendation (VND/share)
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Appendix: Corporate structure

Figure 16: Corporate structure
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Associated __|  SaigonRes (SGR) -
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REE - Water generation (Vinaconex (VCW) - 35.9%, B.0.O
Thu Duc - 42%, Thu Duc Il - 40%, Tan Hiep Il - 32%)

Water transmission ( Thu Duc - 44.2%, Trung An -
29%, Gia Dinh - 20%, Nha Be - 20%)

Thac Ba HPP (TBC) - 60.4%
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Source: REE
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Financial Statements

P&L (VND bn)

2019F

2020F

B/S (VND bn)

2019F

2020F

2021F

Revenue 5,101 5,201 6,478 6,239 Cash & equivalents 1,865 2,557 2,309 1,944
COGS -3,873 -3,768 -4,622 -4,402 ST investment 1,169 1,169 1,169 1,169
Gross Profit 1,228 1,433 1,857 1,837 Accounts receivables 1,966 1,582 1,970 1,898
Sales & Marketing exp -99 -104 -130 -125 Inventories 969 1,228 1,507 1,435
General & Admin exp -217 -221 -275 -265 Other current assets 47 47 47 47
Operating Profit 913 1,108 1,452 1,447 Total Current assets 6,016 6,584 7,002 6,493
Financial income 304 361 252 234 Fix assets, gross 3,482 4,124 5,000 6,356
Financial expenses -111 -367 -326 -288 - Depreciation -1,281 -1,343 -1,405 -1,507
- o/w interest expense -225 -367 -326 -288 Fix assets, net 2,201 2,782 3,595 4,849
Associates 999 827 900 948 LT investment 6,962 8,524 8,701 8,887
Net other income/(loss) 14 14 14 14 LT assets other 319 320 320 320
Profit before Tax 2,118 1,943 2,292 2,355 Total LT assets 9,483 11,626 12,616 14,056
Income Tax -233 -223 -278 -281 Total Assets 15,500 18,210 19,618 20,549
NPAT before Ml 1,885 1,720 2,014 2,073
Minority Interest -101 -81 -129 -74 Accounts payable 1,444 1,469 1,802 1,716
NPAT less MI, reported 1,784 1,639 1,884 2,000 Short-term debt 1,111 805 776 679
NPAT less M, adjusted® 1,658 1,633 1,877 1,992 Other ST liabilities 500 510 635 612
Total current liabilities 3,056 2,783 3,213 3,007
EBITDA 1,074 1,274 1,638 1,693 Long term debt 2,070 3,891 3,415 3,035
EPS reported, VND 5,754 5,285 6,077 6,450 Other LT liabilities 446 446 446 446
EPS adjusted ®, VND 5,346 5,266 6,055 6,426 Total Liabilities 2,516 4,336 3,860 3,481
EPS fully diluted, VND 5,346 5,266 6,055 6,426
DPS, VND 1,600 1,800 1,800 1,800 Preferred Equity 0 0 0 0
DPS/EPS (%) 29.9% 34.2% 29.7% 28.0% Paid in capital 3,101 3,101 3,101 3,101
(1) Adjusted for bonus & welfare fund and QTP’s provision/write-back Share premium 1,050 1,050 1,050 1,050
RATIOS 2018 2019F 2020F 2021F Retained earnings 4,928 6,008 7,335 8,776
Growth Other equity 240 240 240 240
Revenue growth 2.1% 2.0% 24.6% -3.7% Minority interest 610 690 820 894
Op profit (EBIT) growth -16.5% 21.4% 31.0% -0.3% Total equity 9,928 11,090 12,546 14,061
EPS growth, reported 29.5% -8.1% 15.0% 6.1% Liabilities & equity 15,500 18,210 19,618 20,549
EPS growth, Adjusted 10.1% -1.5% 15.0% 6.1%
Y/E shares out, mn 310 310 310 310
Profitability
Gross Profit Margin 24.1% 27.6% 28.7% 29.4% CASH FLOW (VND bn) 2018 2019F 2020F 2021F
Op Profit, (EBIT) Margin 17.9% 21.3% 22.4% 23.2% Beginning Cash Balance 2,397 1,865 2,557 2,309
EBITDA Margin 21.1% 24.5% 25.3% 27.1% Net Income 1,784 1,639 1,884 2,000
NPAT-MI Margin, reported 35.0% 31.5% 29.1% 31.9% Dep, & amortization 161 166 186 246
ROE 19.2% 15.6% 15.9% 15.0% Change in Working Cap -434 159 -209 35
ROA 12.0% 9.7% 10.0% 10.0% Other adjustments® -1,415 -827 -900 -948
Cash from Operations 97 1,138 962 1,334
Efficiency
Days Inventory On Hand 119.0 106.4 108.0 121.9 Capital Expenditures, net -348 =747 -1,000 -1,500
Days Accts, Receivable 111.0 124.5 100.1 113.1 Investments, net © 122 -736 723 762
Days Accts, Payable 142.3 141.1 129.1 145.8 Cash from Investments -227 -1,482 -277 -738
Cash Conversion Days 87.7 89.8 78.9 89.3
Dividends Paid -602 -558 -558 -558
Liquidity A in Share Capital 0 0 0 0
Current Ratio x 2.0 2.4 2.2 2.2 A'in ST debt 0 -306 -29 -97
Quick Ratio x 17 19 1.7 1.7 Ain LT debt 199 1,821 -476 -379
Cash Ratio x 0.6 0.9 0.7 0.6 Other financing C/F 0 81 129 74
Debt / Assets 20.5% 25.8% 21.4% 18.1% Cash from Financing -403 1,037 -934 -960
Debt / Capital 24.3% 29.7% 25.0% 20.9%
Net Debt / Equity 1.5% 8.7% 5.7% 4.3% Net Change in Cash -533 693 -248 -365
Interest Coverage x 4.1 3.0 4.4 5.0 Ending Cash Balance 1,865 2,557 2,309 1,944

(2) Deduct income from associates, (3) Including dividend from associates

Source: Company data, VCSC
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Stock ratings are set based on projected total shareholder return (TSR), defined as (target price — current price)/current
price + dividend yield, and are not related to market performance.

Equity rating key Definition

BUY If the projected TSR is 20% or higher

OUTPERFORM If the projected TSR is between 10% and 20%

MARKET PERFORM If the projected TSR is between -10% and 10%

UNDERPERFORM If the projected TSR is between -10% and -20%

SELL If the projected TSR is -20% or lower

NOT RATED The company is or may be covered by the Research Department but no rating or target

price is assigned either voluntarily or to comply with applicable regulation and/or firm
policies in certain circumstances, including when VCSC is acting in an advisory capacity
in a merger or strategic transaction involving the company.
RATING SUSPENDED, A rating may be suspended, or coverage terminated, if fundamental information is
COVERAGE TERMINATED deemed insufficient to determine a target price or investment rating or due to a
reallocation of research resources. Any previous investment rating and target price are
no longer in effect.

Unless otherwise specified, these performance parameters are set with a 12-month horizon. Movement in share prices may
cause a temporary mismatch between the latest published rating and projected TSR for a stock based on its market price
and the latest published target price.

Target prices are generally based on the analyst's assessment of the stock’s fair value over a 12-month horizon. However,
the target price may differ from the analyst’s fair value if the analyst believes that the market will not price the stock in line
with assessed fair value over the specified time horizon.

Risks: Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely
affect the value, price or income of any security or related instrument mentioned in this report. For investment advice, trade
execution or other enquiries, clients should contact their local sales representative.
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Analyst Certification of Independence

We, Thanh Nguyen and Duong Dinh, hereby certify that the views expressed in this report accurately reflect our personal views about the
subject securities or issuers. We also certify that no part of our compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this report. The equity research analysts responsible for the preparation of this report receive
compensation based upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall
firm revenues, which include revenues from, among other business units, Institutional Equities and Investment Banking.

VCSC and its officers, directors and employees may have positions in any securities mentioned in this document (or in any related investment)
and may from time to time add to or dispose of any such securities (or investment).VCSC may have, within the last three years, served as
manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the entities
mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in
relation to the investment concerned or a related investment.

Copyright 2013 Viet Capital Securities Company “VCSC”. All rights reserved. This report has been prepared on the basis of information
believed to be reliable at the time of publication. VCSC makes no representation or warranty regarding the completeness and accuracy of
such information. Opinions, estimates and projection expressed in this report represent the current views of the author at the date of publication
only. They do not necessarily reflect the opinions of VCSC and are subject to change without notice. This report is provided, for information
purposes only, to institutional investors and retail clients of VCSC in Vietnam and overseas in accordance to relevant laws and regulations
explicit to the country where this report is distributed, and does not constitute an offer or solicitation to buy or sell any securities discussed
herein in any jurisdiction. Investors must make their investment decisions based upon independent advice subject to their particular financial
situation and investment objectives. This report may not be copied, reproduced, published or redistributed by any person for any purpose
without the written permission of an authorized representative of VCSC. Please cite sources when quoting.

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA
by VCSC issued by VCSC has been prepared in accordance with VCSC'’s policies for managing conflicts of interest arising as a result of
publication and distribution of investment research. Many European regulators require a firm to establish, implement and maintain such a
policy. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services
and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not
be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is
only available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to
persons regarded as professional investors (or equivalent) in their home jurisdiction. Australia: This material is issued and distributed by
VCSC in Australia to "wholesale clients" only. VCSC does not issue or distribute this material to "retail clients". The recipient of this material
must not distribute it to any third party or outside Australia without the prior written consent of VCSC. For the purposes of this paragraph the
terms "wholesale client” and "retail client" have the meanings given to them in section 761G of the Corporations Act 2001. Hong Kong: The
1% ownership disclosure as of the previous month end satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct
for Persons Licensed by or Registered with the Securities and Futures Commission. (For research published within the first ten days of the
month, the disclosure may be based on the month end data from two months prior.) Japan: There is a risk that a loss may occur due to a
change in the price of the shares in the case of share trading, and that a loss may occur due to the exchange rate in the case of foreign share
trading. In the case of share trading, VCSC will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the
executed price by the commission rate which was individually agreed between VCSC and the customer in advance. Korea: This report may
have been edited or contributed to from time to time by affiliates of VCSC. Singapore: VCSC and/or its affiliates may have a holding in any
of the securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important
Disclosures section above. India: For private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand:
This material is issued and distributed by VCSC in New Zealand only to persons whose principal business is the investment of money or who,
in the course of and for the purposes of their business, habitually invest money. VCSC does not issue or distribute this material to members
of "the public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to
any third party or outside New Zealand without the prior written consent of VCSC. Canada: The information contained herein is not, and under
no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or
solicitation of an offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities
described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian
securities regulators and only by a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from
the dealer registration requirement in the relevant province or territory of Canada in which such offer or sale is made. The information contained
herein is under no circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to the needs
of the recipient. To the extent that the information contained herein references securities of an issuer incorporated, formed or created under
the laws of Canada or a province or territory of Canada, any trades in such securities must be conducted through a dealer registered in
Canada. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed judgment upon these
materials, the information contained herein or the merits of the securities described herein, and any representation to the contrary is an
offence. Dubai: This report has been issued to persons regarded as professional clients as defined under the DFSA rules. United States:
This research report prepared by VCSC is distributed in the United States to Major US Institutional Investors (as defined in Rule 15a-6 under
the Securities Exchange Act of 1934, as amended) only by Decker&Co, LLC, a broker-dealer registered in the US (registered under Section
15 of Securities Exchange Act of 1934, as amended). All responsibility for the distribution of this report by Decker&Co, LLC in the US shall be
borne by Decker&Co, LLC. All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the
US. This report is not directed at you if VCSC Broker or Decker&Co, LLC is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Decker&Co, LLC and VCSC is permitted to
provide research material concerning investment to you under relevant legislation and regulations.
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Contacts

Corporate

WWW.VCSC.Com.vn

Head Office

Bitexco Financial Tower, 2 Hai Trieu Street
District 1, HCMC

+84 28 3914 3588

Transaction Office
10 Nguyen Hue Street
District 1, HCMC

+84 28 3914 3588

Research
Research Team: +84 28 3914 3588
research@vcsc.com.vn

Banks and Securities

Long Ngo, Associate Director, ext 123
- Nghia Dien, Analyst, ext 138

- Anh Dinh, Analyst, ext 139

- Truc Ngo, Analyst, ext 116

Consumer and Pharma

Phap Dang, Associate Director, ext 143
- Dao Nguyen, Manager, ext 185

- Ha Dao, Analyst, ext 194

Real Estate, Construction and Materials
Hong Luu, Senior Manager, ext 120

- Anh Nguyen, Senior Analyst, ext 174

- Vy Nguyen, Senior Analyst, ext 147

Retail Client Research

Duc Vu, Senior Manager, ext 363
- Nghia Le, Analyst, ext 181

- Tra Vuong, Analyst, ext 365

- Trung Nguyen, Analyst, ext 129

Institutional Sales and Brokerage

& Foreign Individuals

Dung Nguyen

+84 28 3914 3588, ext 136
dung.nguyen@vcsc.com.vn

Retail & Corporate Brokerage
Ho Chi Minh City

Quynh Chau

+84 28 3914 3588, ext 222
quynh.chau@vcsc.com.vn

Hanoi Branch

109 Tran Hung Dao
Hoan Kiem District, Hanoi
+84 24 6262 6999

Transaction Office

236-238 Nguyen Cong Tru Street
District 1, HCMC

+84 28 3914 3588

Alastair Macdonald, Head of Research, ext 105

alastair.macdonald@vcsc.com.vn

Macro and Insurance

- Cameron Joyce, Manager, ext 163
Macro

- Luong Hoang, Senior Analyst, ext 364
- Nguyen Truong, Analyst, ext 132

Oil & Gas and Power

Duong Dinh, Senior Manager, ext 140
- Tram Ngo, Senior Analyst, ext 135

- Thanh Nguyen, Analyst, ext 173

- Duc Le, Analyst, ext 196

Industrials and Transportation
- Nam Hoang, Senior Analyst, ext 124
- Dang Thai, Analyst, ext 149

Hanoi

Quang Nguyen

+84 24 6262 6999, ext 312
guang.nguyen@vcsc.com.vn

See important disclosure at the end of this document

Www.vcsc.com.vn | VCSC<GO>

November 29, 2019 | 15


http://www.vcsc.com.vn/

