trueﬁriend K I

Viet Nam
Securities Corporation

Sonadezi Chau Duc (SZC)

AGM Briefing: Diluted share coupled with no
growth

AGM Briefing

On Apr 18, SZC made an AGM presentation briefing for the upcoming business
expansion plan. Key issues covered were the steady 2023F guidance and its
aggressive right issuance plan.

Stella 2023F earnings growth is temporarily halted
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The company beat the 2022 revenue/net profit guidance by 113/107.3%. The
VND858.9bn revenue was spurred by a booming VND752bn industrial land
sales (exceeding 197% of the industrial revenue target) offset by the gloomy
residential segment (only VND67.2bn booked revenue vs a VND277.4bn
proposed estimated) in 2022.

In 2022 AGM, the company anticipated 2022 could serve a springboard for
SZC to pursue a sustained trajectory of growth. They aimed to record CAGRs
in revenue and net profit with 22.2%/36.7% in 2023F-26F. The cash dividend
could be 10% at par in 2022F-24F and 25% at par in 2025F-26F.

On the contrary, SZC’s 2023F earnings guidance inches by 6.4% yoy in
response to a revenue growth projection of 7.3% yoy, per management.
Again, the residential property segment carries the hope of VND221.6bn
revenue in 2023 backed by the handover of around 244 units of shophouses
in Huu Phuoc housing project (40ha).The industrial land sale contributor has
been projected downward by 26.1% yoy to come in at VND555.8bn in 2023.
Usually, we view this earning plan conservative as the company always beats
the guidance in 2017-2022 by an average of 10-15%.

2018A 2019A 2020A 2021A 2022A
Sales (VND bn) 290 329 433 713 858.9
chg. (% YoY) 32.1 135 31.4 64.7 20.4
Operating profit (VND bn) 111 139 199 386 259.6
Net profit (VND bn) 97 134 186 324 197.4
EPS (VND) 779 1,140 1,681 2,874 1,750.0
chg. (% YoY) 18.6 46.3 47.5 71 (39.1)
EBITDA (VND bn) 223 249 348 618 713.8
PE (x) 32.3 23.4 16.9 9.7 15.9
EV/EBITDA (x) 17.2 15.3 135 8.3 7.7
PB (x) 2.7 2.6 2.5 21 2.1
ROE (%) 8.6 11.4 15.1 23.7 13.2
Dividend yield (%) 2.6 3.2 3.2 3.2 0.0

Note: Net profit, EPS and ROE are based on figures attributed to controlling interest
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- What is worrying us is the promises of housing property contributors. Given
the multiple headwinds that arose from the unfavorable mortgage rates and
dim demand of homebuyers, we think the company once again must lean on
the industrial park segment to fulfill its guidance.

- Acash dividend of 10% at par and a 20% bonus share issuance could be paid
in 2023F.

- Amax of 20% of 2022 earnings is reserved for welfare and bonus funds.

Ambiguous right issuance plan; certain diluted share risk

- As of end-2022Total net debt went up 19.8% YTD to VND2.6tn and net
gearing came in at 1.57x, slightly higher than 1.4x as of end-2021.

- The company has a due 1-year debt payment of VND491bn as of end-2022
of which VND360bn banking principal payment. Comparing the cash and
cash equivalent balance of VND305bn as of end-2022, we believe this due
payment could not exposure the default risk

- However, the company will exercise the right issuance to existing
shareholders at 2:1 with a total VND600bn receipt, aiming to refinance or
support the Chau Duc industrial park/housing segment. The charter capital
could pick up by 60% to VND1,600bn if the plan is feasible.

- Based on management's guidance of 2023F profit, 12MF PE of 15.3 times
trailed the 2-year median of 15.1x, higher than the average TTM VNINDEX of
9-11x. We do not think this premium is justified in light of its flattish net profit
growth and risky net gearing.

Figure 1. Revenue by segment (VNDbn): The housing serves as a warrior in
2023
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Guide to KIS Vietnam Securities Corp. stock ratings based on 12-month forward performance
* BUY: Expected total return will be 15%p or more

* Hold: Expected total return will be between -5%p and 15%p

* Sell: Expected total return will be -5%p or less

* KIS Vietnam Securities Corp. does not offer target prices for stocks with Hold or Sell ratings.

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.
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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.

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 18 Apr 2023.

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 18 Apr 2023.
KIS Vietnam Securities Corp. has not issued CW with underlying stocks of Sonadezi Chau Duc (SZC) and is not the liquidity provider.
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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
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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
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