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Hoa Sen Group (HSG)

2Q22 No exceptions

Bottom line collapsed over year-on-year basis

Hoa Sen Group released 2Q22 results on 29 July, posting revenue of
VND12,177bn (-3.8%qoq, -6.2% yoy) and net profit of VND265bn (+13.2% qoq,
-84.4% yoy).

9MFY22 revenue was VND41,937bn (+26.8% yoy) and net profit was
VND1,138.0bn (-66.2% yoy), fulfilling 90%/75.8% company guidance.

2Q22 Net margin surprisingly improved to 2.2% from 1.8% in 1Q22, however,
still decrease from 13.1% in 2Q21.

Similarly, gross margin increased to 13.1% from 11.3% in 1Q22. We also note
that HSG did not make any inventories provision in 3Q22 amid downtrend in
HRC price.

In addition, 2Q22 SG&A expense increased slightly to VND1,130.1bn
compared to last quarter (+3.1% qoq, +17% yoy).

The total sales volume for 2Q22 was 416,838 tonnes (-9.6% qoq, -34.3% yoy)

according to VSA. In which, the total export volume was 230,230 tonnes (+16.7%

qoq, -26.8% yoy) while total domestic sales volume dropped significantly to
186,608 tonnes (-29.3% qoq, -41.8% yoy).
The weak demand in both domestic and export markets is expected to

continue in 3Q22 amid high inflation concerns and low season.

- HSGis trading at 2.37x TTM PE, much lower than the 5-year average of 6.56x.

FY-ending Sep. FY17A FY18A FY19A FY20A FY21A
Sales (VND bn) 26,149 34,441 28,035 27,539 48,727
chg. (% YoY) 46.1 31.71 (18.6) (1.8) 76.9
Operating profit (VND bn) 4,418 3,977 3,199 4,626 5,047
Net profit (VND bn) 1,332 409 369 1,153 4,249
EPS (VND) 3,824 1,063 837 2,589 8,817
chg. (% YaY) (49.9) (72.2) (17.9) 196.7 240
EBITDA (VND bn) 2,809 2,290 2,179 3,188 6,233
PE (x) 6.8 6.2 9.8 9.0 3.6
EV/EBITDA (x) 7.3 7.2 5.9 5.6 3.9
PB (x) 1.7 0.5 0.6 15 1.4
ROE (%) 27.4 7.6 6.9 19 48
Dividend yield (%) 34 0 0 0 0
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Stock Data

VNIndex (29 Jul, pt) 1,206
Stock price (29 Jul, VND) 16,950
Market cap (USD mn) 374
Shares outstanding (mn) 498
52-Week high/low (VND) 49,850/14,150
6M avg. daily turnover (USD mn) 11.04

Free float / Foreign ownership (%) 74.5/6.6
Major shareholders (%)
Le Phuoc Vu 16.7

Performance

1M 6M 12M
Absolute (%) (1.7) (42.3) (53.1)
Relative to VNIndex (%p) (1.2) (25.3) (47.4)
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Note: Net profit, EPS and ROE are based on figures attributed to controlling interest.

Analysts who prepared this report are registered as research analysts in Vietnam but not in any other jurisdiction, including the U.S.

PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES & DISCLAIMERS AT THE END OF THIS REPORT.




Hoa Sen Group (HSG)

Company overview & Glossary

Founded in 2001, HSG is a leading manufacturer of galvanized steel sheets (capacity of 2.7mn tonnes per year
capacity) in Vietnam. Other products include steel pipes (capacity 990,000 tonnes per year) and plastic pipes.

HSG also has its own retail distribution network with 536 branches.




Hoa Sen Group (HSG)

Balance sheet (VND bn) Income statement (VND bn)
FY-ending Sep. FY17A  FY18A FY19A FY20A FY21A FY-ending Sep. FY1I7A. FY18A  FYI9A FY20A FY21A
Current assets 10,991 9,218 6,252 8,123 17,407  Sales 26,149 34,441 28,035 27,539 48,727

Cash & cash equivalent 292 492 365 575 516 CcOGS 21,731 30464 24,836 22,913 39,910
Accounts & other
receivables 1828 2119 1339 2024 4535  Goeq profi 4418 3977 3199 4626 8817
Inventory 8871 6607 4548 5524 12356  gGen expense 2314 2712 2212 2668 3,770
Non-current assets 8,186 9,737 9,235 8,197 7,344
Operating profit 2,104 1,265 987 1,958 5,047
Investment assets 1,425 1,612 593 602 682
Fixed assets 6,761 8125 8642 7595 6662 | nancialincome 54 180 63 e et
Others 2,263 2300 1,738 1436 1,869 Interest income 0.4 17 13 2.8
Total assets 21,440 21,255 17,225 17,756 26,620 Financial expense 589 971 803 659 554
Accounts & other payables 4,413 1,758 2,060 2,969 8,938 Interest expense 482 812 746 560 355
ST debt & bond 9,015 10,880 6,707 6,023 5,437 Other non-operating profit 74 54 293 ®) @
LT debt & financial liabiliies 2,841 3466 2990 2174 1414  Gaing (Losses) in
Total liabilities 16,269 16,104 11,757 11,166 15,789 aSZOJC\'/atE& subsidiaries, 0 0 0 0 0
an
Controlling interest 5,134 5,116 5,461 6,584 10,816
. Earnings before tax 1,643 529 470 1,374 4,858
Capital stock 3,500 3,850 4,235 4,446 4,935
Capital surplus 152 152 152 152 157  Income taxes 311 120 101 221 609
Others 35 59 53 32 91 Net profit 1,332 409 369 1,152 4,249
Retained earnings 1,447 1,055 1,021 1,954 5,633 ] i
e ~ Net profit of controlling 1.332 409 369 1153 4,249
Minority interest 37 36 8 7 17  Interest
Shareholders' equity 5171 5,152 5469 6,591 10,833 EBITDA 2,809 2,290 2,179 3,188 6,233

Cash flow (VND bn) Key financial data
FY-ending Sep. FY17A  FY18A FY19A FY20A FY21A FY-ending Sep. FY17A  FY18A  FY19A  FY20A  FY21A

CIF from operating (2,173) 397 5245 2,107 1,33  Pershare data (VND)

EPS 3,824 1,063 837 2,589 8,817
Net profit 1332 409 369 1152 4249  ppg 14,665 13,293 12,903 14,815 21,917
Depreciation & 705 1,025 1,192 1,230 1,18  DPS 357.7 0 0 0 0
Amortization
. . Growth (%)
Net incr. in W/C (4,116) (764) 3,786 (334) (4,031) Sales growth 261 3171 (18.6) .8) 76.9
Others (94)  (273)  (102) 59 (66) OP growth (24) (398 (220 97.6 157
NP growth (11.4) (69.2) (11.7) 219 268
C/F from investin 3,994 2,339 803 310 131

9 (3.994) (2339)  (803)  (310)  (131) EPS growth (49.9) (72.2) (17.9) 196.7 240
CAPEX (3967) (2,512) (782)  (390)  (318) EBITDA growth 37 (18.4) (4.8) 45.9 95.5

Net loan granted & Profitability (%)
purchases  of debt 3 1 (31) 66 1 OP margin 8.0 36 35 7.0 10.3
struments NP i 5.0 1.1 1.3 4.1 8.7

margin . . . . .

Net purchases of (Gl 166 4 9 183 .
investment in affiliates EBITDA margin 10.7 6.6 7.7 115 12.8
Other 1 6 6 5 3 ROA 7.4 1.7 2.0 6.7 18.9
O ROE 27.4 7.6 6.9 19 48

C/F from financing 5889 2,143 (4,639) (1,512) (1,313) » .

Dividend yield 3.4 0 0 0 0
Incr. in equity 35 1) 1) 1) 39 Dividend payout ratio 9.3 0 0 0 0

Stabilit
Incr. in debts 6197 2535 (4558) (L1,447) (1,291) "y

Net debt (VND bn) 11,558 13,850 9,404 7,611 6,343
Dividends (196)  (350) 0 0 0 Int.-bearing debt/equity (%) 54.8 67.2 54.6 32.8 63.1
Others @147y (41)  (80)  (64)  (61)  Valuation(X)

PE 6.8 6.2 9.8 9.0 3.6

CIF from others (6) 3 8 0 23 PB 17 0.5 0.6 15 1.4
Increase in cash (279) 228 (212) 286 (105) EV/EBITDA 7.3 7.2 5.9 5.6 3.9

Fiscal Year starts on October




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.

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.

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.

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 1 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 1 Aug 2022.
KIS Vietnam Securities Corp. has issued CW with underlying stocks of Hoa Sen Group (HSG) and is the liquidity provider.

Prepared by: Hai Nguyen




Hoa Sen Group (HSG)

Global Disclaimer

mGeneral

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 (i) 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..




