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[Vietham] Construction

Coteccons Construction JSC

(Bloomberg: CTD VN Equity)

Back to the race

December 15, 2021

Target price:
VND108,100
Upside: (+22.4%)

Mirae Asset Securities (Vietham) LLC.
Lam Tran, lam.td@miraeasset.com.vn

Recommendation & Risk

We upgrade our recommendation for Coteccons Construction JSC (CTD) to Buy (from Hold),
and raise our target price to VND108,100 from the previous VND70,000 (see our report of
March 6, 2021 - Patience will be rewarded). Based on promising signs in project bidding and
the stable procedure of corporate re-structuring over this year, we increase the EV/EBITDA
multiple to 4.1x and lower the risk premium.

9M21 earnings results

CTD recorded 9M21 revenue of VND6,189bn (-40% YoY) and EBT of VND87bn (-76% YoY). As of
December, CTD has successfully tendered 40 contracts for VND25tr. This is a promising sign
for the company, after suffering through a long period with a low volume of contract bidding.

Forecast Due to the severe impact from social distancing measures in 3Q21, we adjust our forecast for
2021 as follows: We lower revenue to VND9,196 (-37% YoY) and gross margin to approximately
4.5% (-1,4% YoY), due to the spike in the commodities prices (especially steel) in 1H21.
Moreover, CTD recorded an additional VND55bn in provisioning for AR in 9M21, mostly in
3Q21.
We believe that the worst is over for CTD, and for the construction sector as a whole, as they
both bottomed out in 3Q21. Thanks to its robust balance sheet, CTD has the resources to be
able to accelerate ahead its competitors.
In 2022, we expect CTD's revenue to grow at a positive rate (+15%), while other one-off items
will decline substantially, following the struggles of the past two years.
Key data
Share price (Dec/15/2021, VND) 88,300 Market cap (VND bn) 6,522
I ViIndex oW NP (21E, VND bn) 124 Shares outstanding (mn) 74
- Consensus NP (21E, VND bn) n/a Free float (%) 62.6
1o EPS growth (21E, %) -56.6% Foreign ownership (%) 459
” P/E (21E, ) 48.8x Beta (12M) 1.0
* Market P/E (21E, x) 174 52-week low (VND) 52,000
Toecw fevn mrz wman mn oz peea VN-Index 1,476 52-week high (VND) 93,300
Share performance Earnings and valuation metrics
(%) ™ 6M 1M FY() 2018H 2019H 2020H 2021F 2022F 2023F
Absolute 198 413 256  Revenue(VNDbn) 28,561 23733 14,558 9,172 10,547 12,129
Relative 19.6 327 131 Gross profit (VND bn) 1,833 1,048 856 413 580 667
Gross profit margin (VND 6.4% 4.4% 5.9% 4.5% 5.5% 5.5%
bn
NP)(VND bn) 1,510 711 335 134 487 573
EPS (VND) 18,357 8,859 4,164 1,808 6,596 7,755
ROE (%) 19.8% 8.7% 4.0% 1.6% 5.8% 6.6%
P/E (x) 8.7x 5.8x 21.2x 48.8x 13.4x 11.4x
P/B(X) 1.5x 0.5x 0.8x 0.8x 0.8x 0.7x
/ Source: Company data, Mirae Asset Securities (Vietnam) LLC Research estimates
M , RAE AsS'ET PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES & DISCLAIMERS IN APPENDIX 1 AT THE END OF REPORT.
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9M21 earnings results

As of December, CTD has won 40 contracts, with an approximate value of VND25tr. Some
of the more valuable projects include: Opal Skyline Binh Duong (Developer: DXG); Swan
Lake Osen (EcoPark); Le Meriden Resort & Spa (IFF Holdings); Hyatt Regency H6 Tram
(IFF); Urban Green (Kusto); and Dolce Penisola Quang Binh (Onsen Fuji).

Table 1: Projects won in 2021
No Project Developer
1 Dolce Penisola Quang Binh Onsen Fuji
2 Le Meridien Da Nang IFF Holding
3 Opal Skyline Binh Duong Dat Xanh
4 Hyatt Ho Tram IFF Holding
5 Swan Lake Onsen Ecopark
6 Urban Green Kusto
7 Lancaster Duong Lang TTG Holding
8 BWID Hai Duong BW Industrial
9 Imperium Nha Trang Indochine
10 Lancaster Nguyen Trai TTG Holding
11 Fusion Ho Tram Lodgis
12 Crystal Place Dong Nai CaoPhong)SC
13 Giay Apache Giay Apache
14 International Ha Long Hotel & Resort BIM
15 Thanh Long Bay Tourism Resort Nam Group
16 Smart City Tay Mo VinGroup
17 Other projects
Value ~VND25tr

Source: Company data, Mirae Asset Vietnam Research
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Income statement (Summarized)

Balance Sheet (Summarized))

Coteccons Construction JSC

(VNDbn) 2020H  2021F 2022F  2023F (VNDbn) 2020H 2021F 2022F 2023F
Revenue 14.558 9172 10547 12129 Current assets 12.868 10.392 11.015 11.567
Cost of Sales 13.702 8.759 9967 11.462 Cash & Cash Equivalents 3.378 4.643 4.627 4464
Gross Profit 856 413 580 667 Accounts receivables 7.562 4774 5.201 5.649
Finance Income 228 213 293 291 Other ST receivables 581 306 352 405
Interest expense - - - - Provisions (494)  (184) (2000  (217)
SG&A 656 459 264 243 Inventory 1.492 711 873 1.079
Operating Profit 401 167 609 716 Other ST assets 350 141 162 186
Operating Profit (Adj) - - - - Non-current assets 1.290 1.202 1.157 1.158
Non-Operating Profit - - - - Fixed-assets 604 516 47 472
Pretax Profit 428 167 609 716 Long-term investment 365 365 365 365
Income Tax 93 33 122 143 Other long-term assets 321 321 321 321
Profit from Continuing Operations - - - - Liabilities 5.759 3.292 3.632 3.862
Profit from Discontinued Operations - - - - Short-term payables 3307 1.920 2.185 2.198
Net Profit 335 134 487 573 Short-term advances 510 330 380 437
Controlling Interests 335 134 487 573 Accrued expenses 1.563 825 819 942
Non-Controlling Interests - - - - Other liabilities 373 21 243 280
EBITDA 509 255 704 815 Equity 8.399 8.302 8.539 8.862
FCF (330) 1.501 233 87 Share capital 793 793 793 793
EBITDA Margin (%) 3,5% 2,8% 6,7% 6,7% Share premium 3.039 3.039 3.039 3.039
Operating Profit Margin (%) 28%  18%  58%  59%  Treasuryshares (5200 (5200 (5200  (520)
Net Profit Margin (%) 2,3% 1,5% 4,6% 47% 1&D Fund 4.667 4.667 4.667 4.667
Retained earnings 365 269 506 829
Non-controlling interest 54 54 54 54
Total Liabilities & Equity 14157 11594 12172 12.724

Cash Flows (Summarized) Forecasts/Valuations (Summarized)
(VNDbn) 2020H 2021F 2022F  2023F 2020H 2021F 2022F 2023F
P/E (x) 21,2x 48,8x 134x 11,4x
Net Profit 335 134 487 573 P/CF(x) . 44x  BOX 349
Non-Cash Income and Expense P/B (x) 0,8x 0,8x 0,8x 0,7x

Depreciation & Amortization 108 88 95 9

Provision - - - - EPS (VND/share) 4.164 1.808 6.596 7.755
Others - - - - CFPS (VND/share) 113711 112406 115617 119.987
Chg. in Working Capital 662 222 582 671 BVPS (VND/share) 3.000 3.000 3.000 3.000

Chg. in AR & Other Receivables 1.008 2.960 (478) (508) DPS (VND/share)

Chg. in Inventories 104 781 (162) (207)

Chg. in AP & Other Payables (2.077) (2.467) 341 230 Dividend yield (%) 30% 30% 30% 30%
Cash Flows from Op Activities (567) 149 283 187  Revenue Growth (%) 387%  -370%  150%  150%
Chg. in PP&E 3 - (50) (100) EBITDA Growth (%) A7%  -499%  176,0% 157%
Chg. in intangible asset - - - - Gross Margin Growth (%) -18%  -51,8% 40,6% 15,0%
Chg. in other long-term investment - - - - EPSGrowth (%) 53%  566% 2648%  176%
Chg. in other long-term assets - - - - DSO (days) 200 190 180 170
Cash Flows from Inv Activities 1.654 - (500 (1000  DPO(days) 18 12 12 12
Share issuance - - - - DIO (days) 42 30 32 34
Share buyback - - - - ROE (%) 4,0% 1,6% 5,8% 6,6%
Dividend paid (229) (230) (250) (250) ROA (%) 2,2% 1,0% 41% 4,6%
Net cash from borrowing/repay debts - - - - ROIC(%) 4,0% 1.6% 5,6% 6.3%
Cash Flows from Fin Activities (229)  (230)  (250)  (250)  Debt/Total Assets (%) - - - -
Net cash change 596 1.266 (17) (163) Debt/Equity (%) - - - -
Beginning Balance 801 1.397 2.662 2.646 Interest coverage ratio (x) - - - -
Ending Balance 1.397 2.662 2.646 2483 Debt service coverage (x) - - - -

Source: Company data, Mirae Asset Vietnam Research forecasts
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Appendix 1

Two-year rating and TP history

Company (Code) Date Rating Target Price (VND) CTD VN 12M target price
Coteccons Construction JSC (CTD VN Equity) Dec. 15,2021 Buy 108,100 120000
Coteccons Construction JSC (CTD VN Equity) Aug. 9, 2021 Hold 70,000 100,000 | ’_
Coteccons Construction JSC (CTDVN Equity) ~ Mear. 15, 2021 Buy 94,700 -]

80,000 |
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40,000

20,000 f

o L L L L L L
Dec20 Feb21 Apr21 Jun21 Aug2l Oct21 Dec21

Stock ratings Sector ratings

Buy Expected 12-month performance: +20% or greater Overweight Expected to outperform the market over 12 months
Trading Buy Expected 12-month performance: +10% to +20% Neutral Expected to perform in line with the market over 12 months
Hold Expected 12-month performance: -10% to +10% Underweight  Expected to underperform the market over 12 months

Sell Expected 12-month performance: -10% or worse

Rating and TP history: Share price (—), TP (=), Not Rated (=), Buy ( 4 ), Trading Buy (m), Hold (e), Sell ()

* Our investment rating is a guide to the expected return of the stock over the next 12 months.

* Outside of the official ratings of Mirae Asset Daewoo Co., Ltd., analysts may call trading opportunities should technical or short-term material developments arise.
* The TP was determined by the research analyst through valuation methods discussed in this report, in part based on estimates of future earnings.

* TP achievement may be impeded by risks related to the subject securities and companies, as well as general market and economic conditions.

Analyst certification

The research analysts who prepared this report (the “Analysts”) are subject to Vietnamese securities regulations. They are neither registered as research
analysts in any other jurisdiction nor subject to the laws and regulations thereof. Opinions expressed in this publication about the subject securities and
companies accurately reflect the personal views of the Analysts primarily responsible for this report. MAS policy prohibits its Analysts and members of their
households from owning securities of any company in the Analyst’s area of coverage, and the Analysts do not serve as an officer, director or advisory board
member of the subject companies. Except as otherwise specified herein, the Analysts have not received any compensation or any other benefits from the
subject companies in the past 12 months and have not been promised the same in connection with this report. No part of the compensation of the Analysts
was, is, or will be directly or indirectly related to the specific recommendations or views contained in this report but, like all employees of MAS, the Analysts
receive compensation that is determined by overall firm profitability, which includes revenues from, among other business units, the institutional equities,
investment banking, proprietary trading and private client division. At the time of publication of this report, the Analysts do not know or have reason to know
of any actual, material conflict of interest of the Analyst or MAS except as otherwise stated herein.

Disclaimers

This report is published by Mirae Asset Securities (Vietnam) JSC(MAS), a broker-dealer registered in the Socialist Republic of Vietnam and a member of the
Vietnam Stock Exchanges. Information and opinions contained herein have been compiled in good faith and from sources believed to be reliable, but such
information has not been independently verified and MAS makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy,
completeness or correctness of the information and opinions contained herein or of any translation into English from the Vietnamese language. In case of
an English translation of a report prepared in the Vietnamese language, the original Vietnamese language report may have been made available to investors
in advance of this report.

The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of the local business environment, its common
practices, laws and accounting principles and no person whose receipt or use of this report would violate any laws and regulations or subject MAS and its
affiliates to registration or licensing requirements in any jurisdiction shall receive or make any use hereof.

This report is for general information purposes only and it is not and shall not be construed as an offer or a solicitation of an offer to effect transactions in
any securities or other financial instruments. The report does not constitute investment advice to any person and such person shall not be treated as a client
of MAS by virtue of receiving this report. This report does not take into account the particular investment objectives, financial situations, or needs of individual
clients. The report is not to be relied upon in substitution for the exercise of independent judgment. Information and opinions contained herein are as of the
date hereof and are subject to change without notice. The price and value of the investments referred to in this report and the income from them may
depreciate or appreciate, and investors may incur losses on investments. Past performance is not a guide to future performance. Future returns are not
guaranteed, and a loss of original capital may occur. MAS, its affiliates and their directors, officers, employees and agents do not accept any liability for any
loss arising out of the use hereof.

MAS may have issued other reports that are inconsistent with, and reach different conclusions from, the opinions presented in this report. The reports may
reflect different assumptions, views and analytical methods of the analysts who prepared them. MAS may make investment decisions that are inconsistent
with the opinions and views expressed in this research report. MAS, its affiliates and their directors, officers, employees and agents may have long or short
positions in any of the subject securities at any time and may make a purchase or sale, or offer to make a purchase or sale, of any such securities or other
financial instruments from time to time in the open market or otherwise, in each case either as principals or agents. MAS and its affiliates may have had, or
may be expecting to enter into, business relationships with the subject companies to provide investment banking, market-making or other financial services
as are permitted under applicable laws and regulations.

No part of this document may be copied or reproduced in any manner or form or redistributed or published, in whole or in part, without the prior written
consent of MAS.
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