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Ca Mau Fertilizer (DCM)

Every cloud has a silver lining

2Q22 business results: Not too bad

DCM posted 2Q22 business results with a VND4,084bn (+118% yoy and +0.2%
goq) revenue and a VND1,039bn (+250% yoy and -32% qoq) NPAT. In which,
urea export revenue accounted for about 39% of total urea sales, lower than the
rate of 58% in 1Q22. Especially, sales from trading products increased from
VND134bn in 1Q22 to VND796bn in 2Q22 and so it contributed positively to
2Q22’s results. As we estimated, urea sales volume in 2Q22 was about 175,000
tonnes, - 20% qogq.

Gross margin shied away

In 2Q22, gross margin upped 11%p yoy but downed 16%p qoqg to 33%. As a
result, the net margin fell dramatically from a peak of 37% in 1Q22 to 25% in
2Q22. On average, the gas price in 2Q22 was USD351/tonne, +45% qoq.
However, there is good news that gas price in Jul is around USD277/tonne,
falling 17% vs Jun level. Moreover, SG&A to sales decreased from 10% in 1Q22
to 7% in 2Q22, which was the lowest level since 2Q21. We believe this is the
company’s remarkable effort in controlling expenses and leveraging net profit.

Valuation

DCM is trading at 4.0x TTM PE, far below the 2-yrs average of 12.7x, and 1.6x
PB, nearly the same as the 2-yrs average of 1.7x. We forecast that DCM’s
revenue in 3Q22F could decrease 3% - 9% qoq due to the fall in urea selling
price, but bounce back in 4Q22F (with nearly the same results as 2Q22).
Moreover, the downtrend in gas input price could help DCM loosen their gross
margin in 2H22F. Based on that, we think this valuation is fair with the company’s
performance in 1H22 and what they can do in 2H22F.

Yr to Sales OoP NP EPS %chg EBITDA PE EV/EBITDA PB ROE DY
Dec  (VNDbn) (VNDbn) (VNDbn)  (VND) (YoY) (VNDbn)  (x) 0 0 %) (%)
2017A 5,748 710 641 1,075 (19.6) 2,019 8.9 3.9 0.8 9.5 10.4
2018A 6,689 781 659 1,113 35 2,084 7.5 2.6 0.7 9.5 10.7
2019A 7,043 394 428 578 (48.1) 1,713 10.2 1.6 0.5 5.1 15.2
2020A 7,561 644 662 1,018 76.1 1,962 13.2 2.8 1.1 8.7 4.5
2021A 9,870 1,920 1,921 2,334 129.2 3,306 12.4 4.7 2.2 19.8 6.9

Note: Net profit, EPS and ROE are based on figures attributed to controlling interest
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Put in a lot of effort to get good results

In 2Q22, DCM recorded a VND4,084bn (+118% yoy and +0.2% qoq) revenue
and a VND1,039bn (+250% yoy and -32% qoq) NPAT. In which, urea export
revenue accounted for about 39% of total urea sales, lower than the rate of 58%
in 1Q22. It was a very surprising result when the market expected lower sales
along with the downtrend of the fertilizer sector. As we estimated, urea sales
volume in 2Q22 was about 175,000 tonnes, - 20% qog. Due to the high export
turnover, 1Q22’s business results for the fertilizer industry became a record
hard to break. However, DCM’s revenue in 2Q22 went sideways compared to
the previous quarter thanks to a significant contribution from trading revenue.
Sales from trading products increased from VND134bn in 1Q22 to VND796bn
in 2Q22.

Gross margin shied away

In 2Q22, DCM’s gross margin upped 11%p yoy but downed 16%p qoq to 33%.
As a result, the net margin fell dramatically from a peak of 37% in 1Q22 to 25%
in 2Q22. This was a predictable result given the sharp increase in gas input
price in the second quarter. On average, gas price in 2Q22 was USD351/tonne,
+45% qoqg. SG&A to sales decreased from 10% in 1Q22 to 7% in 2Q22, which
was the lowest level since 2Q21. The good news is that gas price in Jul was
around USD277/tonne, falling 17% vs the Jun level. We forecast that DCM
could expand their gross margin by 2%p — 5%p in 2H22F if the downtrend of
gas prices could continue.

Figure 1. Revenue and Net profit growth rate yoy Figure 2. Gross margin and Net margin qoq
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Wise sales strategy

As we estimated, in 2Q22 revenue from in-house products (urea and NPK
fertilizers) downed 19% compared to 1Q22. However, at the same time, sales
from trading products increased 474% qoq. This showed that the company
tends to increase the proportion of trading goods in the revenue structure
regardless of gross margin was not so attractive compared to in-house products
(17% vs 39%), especially when the global fertilizer prices were lower than
domestic prices (USD547/tonne vs USD600/tonne).

At the last AGM, the company showed interest in cooperating with a large
granular urea producer in Brunei, in which DCM will become a strategic
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distributor of this company. Although the quality of products is the same,
exported urea used to have lower prices due to the low production costs.
Therefore, instead of going head-to-head with these large suppliers, becoming
a strategic partner seems like a very wise move.

Figure 3. Gas input price Figure 4. DCM PE
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B Company overview

PetroVietnam Ca Mau Fertilizer (DCM: HXS) was established in 2011. The company's products include cloudy
urea, mainly distributed in the Southwest, the South, and the Mekong Delta. The company's products are also
exported to Asian markets, especially Cambodia. The company directly owns a urea factory with a design capacity
of 800,000 tonnes/year. DCM has been listed and traded on the Ho Chi Minh City Stock Exchange (HOSE) since
Mar 2015.
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Balance sheet (VND bn) Income statement (VND bn)
FY-ending Dec. 2017A 2018A 2019A 2020A 2021A FY-ending Dec. 2017A 2018A 2019A 2020A 2021A
Current assets 4,839 4,318 4,250 3,978 7,276
Sales 5,748 6,689 7,043 7,561 9,870
Cash & cash equivalents 3,996 2,788 2,473 2,812 4,790
Accounts & other receivables 401 453 402 217 188 COGS 4,366 5,252 6,084 6,244 7,016
Inventory 371983 1301 834 2204 oo profit 1,381 1,437 959 1,317 2,854
Non-current assets 7,618 6,712 5,923 4,739 3,796
Fixed assets 7,502 6,336 5,188 3,955 3,406 SG&A expenses 671 656 565 673 934
Investment assets 104 346 699 761 66 Operating profit 710 781 394 644 1,920
Others 83 124 110 138 419
Total assets 12,456 11,031 10,173 8,718 11,072  Fnancialincome 169 176 127 128 168
Advances from customers 84 139 45 118 286 Interest income 157 159 118 112 131
Unearned revenue 0 0 0 0 0
Financial expenses 203 260 103 63 34
Trade payables 438 760 879 709 795
Others 1,045 1,159 1,357 742 1,821 Interest expenses 183 142 87 43 8
ST debt & due bonds 1,062 1,196 1,156 685 689 Other non-operating profit 3 9 25 8 2
LT debt & bonds 3,674 1,508 629 137 3 . . .
Gains (Losses) in associates,
Total liabilities 6,303 4,762 4,066 2,391 3,594  gubsidiaries and JV 0 0 0 0 0
Controlling interest 6,128 6,240 6,079 6,300 7,451 Earnings before tax 679 706 463 717 2,056
Capital stock 5,294 5,294 5,294 5294 5,294
Capital surplus 0 0 0 0 0 Income taxes 38 47 35 55 135
Other reserves 239 320 356 423 970 Net profit 641 659 428 662 1,921
Retained earnings 594 626 429 584 1,188 . o
Minority interest 2 29 27 2 27 Net profit of controlling interest 638 656 426 661 1,918
Shareholders' equity 6,154 6,269 6,106 6,326 7,478 EBITDA 2,019 2,084 1,713 1,962 3,306
Cash flow (VND bn) Key financial data
FY-ending Dec. 2017A 2018A 2019A 2020A 2021A FY-ending Dec. 2017A 2018A 2019A 2020A  2021F
Per-share data
C/F from operations 2,266 1529 1,371 1,781 2,569 (VND, adj.)
EPS 1,075 1,113 578 1,018 2,334
Net profit 641 659 428 662 1,921 BPS 11,624 11,842 11,534 11,950 14,126
DPS 506 900 903 604 803
Dep’n & Amort’n 1,309 1,303 1,319 1,318 1,386 Growth (%)
Sales growth 17.1 16.4 5.3 7.4 30.5
Net incr. in W/C 316 (433) (376) (199) (738) OP growth (9.4) 10.0 (49.6) 63.5 198.2
NP growth 2.9 28 (35.1) 55.2  190.1
C/F from investing 234 (581) 210 (462) (2,102) EPS growth (19.6) 35  (48.1) 76.1 1291
EBITDA growth (9.4) 3.2 (17.8) 14.5 51.8
Capex (120) (342) (415) (273) (157) Profitability (%)
OP margin 12.4 11.7 5.6 8.5 19.5
Incr. in investment 354 (239) 625 (189) (1,945) NP margin 11.2 9.9 6.1 8.8 19.5
EBITDA margin 12.4 11.7 5.6 8.5 335
CIF from financing (1,418) (2,558) (1,395) (1,280) (549) ROA 50 5.6 2.0 70 194
ROE 9.5 9.5 51 8.7 19.8
Incr. in equity 0 0 0 0 0 Dividend yield 104 107 152 45 6.9
Dividend payout ratio 43.2 95.6 91.7 78.2 64.3
Incr. in debt (1,150) (2,082) (917) (961) (124) Stability
Net debt (VND bn) 740 (84)  (688) (1,990) (4,098)
Dividends (268) (477) (478) (320) (425) et debequity (%) 100 00 (100) (30.0) (50.0)
Valuation (x)
CIF from others 0 0 0 0 O e 8.9 75 102 132 124
PB 0.8 0.7 0.5 1.1 2.2
Increase in cash 1,083 (1,610) 186 39 (82)
EV/EBITDA 3.9 2.6 1.6 2.8 4.7
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m  Guide to KIS Vietnam Securities Corp. stock ratings based on 12-month forward performance
* BUY: Expected total return will be 15% or more
* Hold: Expected total return will be between -5% and 15%
* Sell: Expected total return will be -5% or less
* KIS Vietnam Securities Corp. does not offer target prices for stocks with Hold or Sell ratings.

m  Guide to KIS Vietnam Securities Corp. sector ratings for the next 12 months
* Overweight: Recommend increasing the sector’s weighting in the portfolio compared to its respective weighting in the VNIndex based on market capitalization.
* Neutral: Recommend maintaining the sector’s weighting in the portfolio in line with its respective weighting in the VNIndex based on market capitalization.
* Underweight: Recommend reducing the sector’s weighting in the portfolio compared to its respective weighting in the VNIndex based on market capitalization.

m  Analyst Certification
I/We, as the research analyst/analysts who prepared this report, do hereby certify that the views expressed in this research report accurately reflect my/our personal
views about the subject securities and issuers discussed in this report. I/We do hereby also certify that no part of my/our compensation was, is, or will be directly or
indirectly related to the specific recommendations or views contained in this research report.

m Important compliance notice
As of the end of the month immediately preceding the date of publication of the research report or the public appearance (or the end of the second most recent
month if the publication date is less than 10 calendar days after the end of the most recent month), KIS Vietnam Securities Corp. or its affiliates does not own 1%
or more of any class of common equity securities of the companies mentioned in this report.

There is no actual, material conflict of interest of the research analyst or KIS Vietnam Securities Corp. or its affiliates known at the time of publication of the research
report or at the time of the public appearance.

KIS Vietnam Securities Corp. or its affiliates has not managed or co-managed a public offering of securities for the companies mentioned in this report in the past
12 months;

KIS Vietnam Securities Corp. or its affiliates has not received compensation for investment banking services from the companies mentioned in this report in the past
12 months; KIS Vietnam Securities Corp. or its affiliates does not expect to receive or intend to seek compensation for investment banking services from the
companies mentioned in this report in the next 3 months.

KIS Vietnam Securities Corp. or its affiliates was not making a market in securities of the companies mentioned in this report at the time that the research report
was published.

KIS Vietnam Securities Corp. does not own over 1% of shares of the companies mentioned in this report as of 9 Aug 2022.
KIS Vietnam Securities Corp. has not provided this report to various third parties.
Neither the analyst/analysts who prepared this report nor their associates own any shares of the company/companies mentioned in this report as of 9 Aug 2022.

Prepared by: Ngan Le
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Global Disclaimer

mnGeneral

This research report and marketing materials for Vietnamese securities are originally prepared and issued by the Research Center of KIS
Vietnam Securities Corp., an organization licensed with the State Securities Commission of Vietnam. The analyst(s) who participated in
preparing and issuing this research report and marketing materials is/are licensed and regulated by the State Securities Commission of Vietnam
in Vietnam only. This report and marketing materials are copyrighted and may not be copied, redistributed, forwarded or altered in any way
without the consent of KIS Vietnam Securities Corp..

This research report and marketing materials are for information purposes only. They are not and should not be construed as an offer or
solicitation of an offer to purchase or sell any securities or other financial instruments or to participate in any trading strategy. This research
report and marketing materials do not provide individually tailored investment advice. This research report and marketing materials do not take
into account individual investor circumstances, objectives or needs, and are not intended as recommendations of particular securities, financial
instruments or strategies to any particular investor. The securities and other financial instruments discussed in this research report and marketing
materials may not be suitable for all investors. The recipient of this research report and marketing materials must make their own independent
decisions regarding any securities or financial instruments mentioned herein and investors should seek the advice of a financial adviser. KIS
Vietnam Securities Corp. does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. KIS
Vietnam Securities Corp., its affiliates, or their affiliates and directors, officers, employees or agents of each of them disclaim any and all
responsibility or liability whatsoever for any loss (director consequential) or damage arising out of the use of all or any part of this report or its
contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice and may
differ or be contrary to opinions expressed by other business areas or KIS Vietnam Securities Corp. The final investment decision is based on
the client’s judgment, and this research report and marketing materials cannot be used as evidence in any legal dispute related to investment
decisions.

= Country-specific disclaimer

United States: This report is distributed in the U.S. by Korea Investment & Securities America, Inc., a member of FINRA/SIPC, and is only
intended for major U.S. institutional investors as defined in Rule 15a-6(a)(2) under the U.S. Securities Exchange Act of 1934. All U.S. persons
that receive this document by their acceptance thereof represent and warrant that they are a major U.S. institutional investor and have not
received this report under any express or implied understanding that they will direct commission income to Korea Investment & Securities,
Co., Ltd. or its affiliates. Pursuant to Rule 15a-6(a)(3), any U.S. recipient of this document wishing to effect a transaction in any securities
discussed herein should contact and place orders with Korea Investment & Securities America, Inc., which accepts responsibility for the
contents of this report in the U.S. The securities described in this report may not have been registered under the U.S. Securities Act of 1933,
as amended, and, in such case, may not be offered or sold in the U.S. or to U.S. person absent registration or an applicable exemption from
the registration requirement.

United Kingdom: This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of
section 21 of the Financial Services and Markets Act 2000 of the United Kingdom ("FSMA"). To the extent that this report does constitute such
an invitation or inducement, it is directed only at (i) persons who are investment professionals within the meaning of Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) of the United Kingdom (the "Financial Promotion Order"); (i)
persons who fall within Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order;
and (iii) any other persons to whom this report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons
together being referred to as "relevant persons"). Any investment or investment activity to which this report relates is available only to relevant
persons and will be engaged in only with relevant persons. Persons who are not relevant persons must not act or rely on this report.

Hong Kong: This research report and marketing materials may be distributed in Hong Kong to institutional clients by Korea Investment &
Securities Asia Limited (KISA), a Hong Kong representative subsidiary of Korea Investment & Securities Co., Ltd., and may not otherwise be
distributed to any other party. KISA provides equity sales service to institutional clients in Hong Kong for Korean securities under its sole
discretion, and is thus solely responsible for provision of the aforementioned equity selling activities in Hong Kong. All requests by and
correspondence with Hong Kong investors involving securities discussed in this report and marketing materials must be effected through KISA,
which is registered with The Securities & Futures Commission (SFC) of Hong Kong. Korea Investment & Securities Co., Ltd. is not a registered
financial institution under Hong Kong’s SFC.

Singapore: This report is provided pursuant to the financial advisory licensing exemption under Regulation 27(1)(e) of the Financial Advisers
Regulation of Singapore and accordingly may only be provided to persons in Singapore who are "institutional investors" as defined in Section
4A of the Securities and Futures Act, Chapter 289 of Singapore. This report is intended only for the person to whom Korea Investment &
Securities Co., Ltd. has provided this report and such person may not send, forward or transmit in any way this report or any copy of this report
to any other person. Please contact Korea Investment & Securities Singapore Pte Ltd in respect of any matters arising from, or in connection
with, the analysis or report (Contact Number: 65 6501 5600).

Copyright (© 2022 KIS Vietnam Securities Corp.. All rights reserved. No part of this report may be reproduced or distributed in any manner
without permission of KIS Vietnam Securities Corp..




