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• TTF – Off with financial burden 
• Banking stocks again! 

TTF – Off with financial burden 

Recently, TTF’s trading liquidity has increased much more than previous year, with the average 
trading volume in Jan 2015 up by 50% compared to the average of Dec 2014. Currently, TTF’s 
price was increased by 20% compared to the early year of 2015 and ran against the other peer 
stocks. Yesterday, TTF held the extraordinary general meeting to share some restructuring 
information and the 2014 business result. 

In recent years, high interest expense “eroded” TTF’s profit, and negative working cash flow due to 
2 following reasons: (1) High interest rate with this expense of over VND200 bn/year in period 
2011 – 2013, accounting for 13.3% of FY 2013 revenue and 14.1% of Q32014; and (2) ineffective 
working capital management (especially inventory), in which inventory turnover was just around 
0.55 in 2013. 

In 2014, TTF’s financial structure has been restructured: 

1. Negotiate with some banks to sell its debts to DATC (i.e. VND543 bn in VCB and VND354 
bn in MB), which helps to release TTF’s suspended inventory (primarily teak wood), 
warehouse and factory. 

2. Issue 4 million shares to write off its outstanding debt at VIB. 
3. Negotiate with Kien Long bank to reschedule loan term from short- to long-term. 

The aforementioned solutions have brought initial success with the firm’s PAT returning to 
positive figure of VND110 billion after incurring losses in previous 2 years whereby decreasing 
interest expense played a big role. 

The company’s financial restructuring is expected to carry on in 2015. At the latest unusual AGM, 
the majority of TTF’s shareholders have agreed to the company proposal of 40 million shares 
additional shares issue worth about VND400-600 billion to fund the on-going businesses. TTF’s 
chairman also revealed that Japanese institutional investors are on standby to purchase all 
remaining share number if the issue turns undersubscribed. With the additional fund, We expect 
TTF’s operating performance to improve and facilitating the inventory reduction process. 

However, we remain relatively cautious on the company’s ability to return to its previous gold-
time even successfully completing the current restructure plan. 

1. A large financial liability remains a concern, which could be inflated by interest payments 
adding to original loan amount: basically this process is to transfer all debts to a single 
creditor while the ability to generate cash flow from the company’s business operation is 
still a doubt; Another risk stems from the continuing shares issues which would risk the 
dilution of EPS with EPS 2014 about VND759, equivalently to P/E of 15.3 above average 
industry level. 

2. TTF is also facing the risk of falling inventory market price. Despite having a large 
inventory amount accumulated over 3 years, the company has insufficiently recorded a 
provision for decreasing inventory price of only 0.5% (as reported 3Q/2014 figure). Hence, 
expansion plan in the middle product segment and increase domestic purchases (via 
several new showrooms) could be a way out to bring down a high inventory amount 
whose quality is fast deteriorating. We think that TTF would face a trade-off between 
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reducing inventory amount and maintaining profit margin. 
3. Another concern has been the stagnation state of TTF’s main export markets including 

Europe (25%), Japan (15%). Apart from solving such financial issues, the company still has 
a lot to do in order to improve the quality of working capital asset as well as earnings 
result. 

Banking stocks again! 

In 2015, bank stocks are constantly referred as a pillar to help the market overcome the technical 
and psychological barriers. Today, the topic is also the bank sector, but in a different color. In the 9 
shares listed on two bounces, there were 5 shares closed at floor price and 3 shares closed with 
significant drop in price including VCB with floor price. The most notable information related to 
this group is probably about the Central Bank that bought the VNCB for 0 VND. According to some 
experts in the field of banking, VNCB may be seen as "technical bankruptcy". Some investors in the 
market remain concerned about the bank has received the pledge of shares from the VNCB 
shareholders. If the concern of investors is true, the debts, which are secured by VNCB shares, 
contain a risk because the value of the collateral is 0. Another resulting concern in banking stock’s 
transactions is that this sector stocks are used as collateral in bank loan.  Meanwhile, this bailout 
seem as an alert to weak banks as well as remove the “too big to fail” perception in the banking 
sector. 

Although the market plummeted by nearly 13 points the liquidity still remained quite high, with 
trading value of over VND 2,000 billion. However, this amount was concentrated mostly when the 
market dropped below the 560 point. Opposite to the bottom-fishing actions of domestic 
investors, foreign investors aggressively net-sold over VND184 billion. In particular, the leading 
banking stock, VCB has been net bought of VND1.2 billion. 

With today psychological shock from bank stocks and the investor’s apprehension after Circular 36 
took effect, these market-leading stocks are unlikely to recover soon. 
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MACRO WATCH 

Graph 1: GDP Growth  Graph 2: IIP 

 

 

 
Sources: GSO. Rongviet Securities database 
                  (*) Comparision price in 1994 

 Sources: GSO. Rongviet Securities database 

Graph 3: Monthly CPI  Graph 4: HSBC - PMI 
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Graph 5: Trade Growth  Graph 6: Interest 

 

 

 

Sources: GSO. Rongviet Securities database  Sources: SBV. Rongviet Securities database 
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RONG VIET NEWS 
COMPANY REPORTS Issued Date Recommend Target Price 

PAC-Opportunities along with challenges Jan  14th, 2015 Accumulate – Intermediate term 27,500 
HMH - Positive outlook from various supporting factors Jan 06th, 2015 Accumulate – Long term 33,800 
DPM - Tail wind from crude oil Dec 26th, 2014 Buy – Intermediate term 36,100 
VNM - 2014 - At the pit stop Dec 19th, 2014 Accumulate – Long term 110,000 
PCT – Restructuring Dec 11th, 2014 Monitor  
    

Please find more information at http://vdsc.com.vn/tabid/149/language/vi-VN/default.aspx 

 

FUND CERTIFICATION INFORMATION 
Fund name Trading 

Day 
Subscription Fee 

(% of trading 
value) 

Redemption Fee (% 
of trading value) 

NAV per unit at 
valuation date 

NAV per unit last 
valuation date 

Change in NAV 

VFF 27/01/2015 0%-0.75% 0%-2.5% 11,583 11,454 1.13% 
VEOF 27/01/2015 0%-0.75% 0%-2.5% 9,627 9,567 0.63% 
VF1 30/01/2015 0.2% - 1% 0.5%-1.5% 21,515 21,452 0.29% 
VF4 28/01/2015 0.2% - 1% 0%-1.5% 9,337 9,218 1.29% 
VFA 30/01/2015 0.2% - 1% 0%-1.5% 7,415 7,371 0.58% 
VFB 30/01/2015 0.3% - 0.6% 0%-1% 12,015 11,912 0.86% 
ENF 23/01/2015 0% - 3% 0% 10,481 10,790 -2.86% 

MBVF 22/01/2015 1% 0%-1% 11,115 11,176 -0.54% 
MBBF 21/01/2015 0%-0.5% 0%-1% 11,880 11,921 -0.34% 
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This report is prepared in order to provide information and analysis to clients of Rong Viet Securities only. It is and should not be construed as an offer 
to sell or a solicitation of an offer to purchase any securities. No consideration has been given to the investment objectives, financial situation or 
particular needs of any specific. The readers should be aware that Rong Viet Securities may have a conflict of interest that can compromise the 
objectivity this research. This research is to be viewed by investors only as a source of reference when making investments. Investors are to take full 
responsibility of their own decisions. VDSC shall not be liable for any loss, damages, cost or expense incurring or arising from the use or reliance, 
either full or partial, of the information in this publication. 
The opinions expressed in this research report reflect only the analyst's personal views of the subject securities or matters;  and no part of the 
research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or opinions expressed in the report. 
The information herein is compiled by or arrived at Rong Viet Securities from sources believed to be reliable. We, however, do not guarantee its 
accuracy or completeness. Opinions, estimations and projections expressed in this report are deemed valid up to the date of publication of this 
report and can be subject to change without notice.  
This research report is copyrighted by Rong Viet Securities. All rights reserved. Therefore, copy, reproduction, republish or redistribution by any 
person or party for any purpose is strictly prohibited without the written permission of VDSC. 
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