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e Market closed early due to a cold

Hoa Sen Group and 2015 strategy: “Enhancing position”
Today, our analyst has participated in the AGM of Hoa Sen Group (HSG-HSX). The Board of
Directors said that the Company has faced and overcome a variety of obstacles in the fiscal year

2013-2014; moreover, a business strategy for the next fiscal year has been launched at today’s
meeting.

MONDAY According to our analyst, a new plan for the fiscal year of 2015 is quite conservative as net profit
margin relatively remained unchanged in comparison with the same period. The plan is
established based on the price of hot-rolled steel (HRC) of $500/tons in fiscal, higher than 12% to
that of in China (~$440/tons, FOB price. In the first quarter, the Company completed 25.8% and
27.8% of revenue and profit’s target. The number of products recorded 243,000 tons in the prior
quarter; meanwhile, export volumes constituted of 44% of consumption volumes. However, the
Company plans to concentrate on domestic’s market in this fiscal year and reduces the revenue’s
proportion in export from 39.6% (2013-2014) to 37%. Furthermore, the Company told that the
number of inventories in HRC had been imported at the beginning of the fiscal year with the price
of $540/tons and had been put in operation. Recently, HSG has signed a contract of importing
steel material with a price of $395/tons which is relatively lower than that of in other market.

20132014 20132014 2014-2015 Result 2013-2014 Plan 2014-2015
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Plan Result Plan Plan 20132014 | Result 2013-2014
/"
Market closed Volume 737,763 868256 961,908 17.7% 10.8%
Coreproduct | 700,000 = 810,226 900,000 15.7% 11.1%
edar /y duetoa Byproduct 37,763 58,030 61,908 53.7% 6.7%
” Net revenue 14,000 14,990 16,500 7.1% 10.1%
COId PAT 600 410 450 31.7% 9.8%
PAT/Net 4.3% 2.7% 2.7% -1.6% 0.0%
revenue
Source: HSG, VDSC !
20142015 Plan | Q1/2014-2015 % Result vs Plan
Volume 961,908 243,005 25.3%
Net revenue 16,500 4414 26.8%
PAT 450 125 27.8%
PAT/Net revenue 2.7% 2.8%

Source: H5G, VDSC
We suppose that in the 2014-2015 fiscal year, HSG's business prospects will depend on three key
elements:

(1) Competitive pressures from international (trade remedies, rules on anti-dumping, a
decline in currencies in the HSG's export markets...).

(2) The growth of domestic demand. According to the Vietnam Steel Association, a demand
for steel pipelines and galvanized steel sheets are expected to grow by 16-18% in 2015, lower
than the high growth rate in 2014.

(3) The downward trend in steel materials prices should not terminate the point of purchase
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materials will significantly affect the company's profit margin. However, we expect this
pressure will decrease compared to the previous year. However, we expect this pressure will
decrease compared to the previous year.

Figure: HRC price movement in China
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In addition, the bright spot for HSG in this year was that the company will begin implementing
stronger oriented corporate restructuring as mentioned in previous Advisory Diary. According to
HSG's chairman - Le Phuoc Vu, Hoa Sen Group has decided to restructure to become the Group
that supplies nationwide building materials (similar to HomeDepot in the US). In this fiscal year,
three strategic actions will include:

2 Expanding

branches

The
orientation of
becoming
HomeDepot of
Vietnam

T.Improving
capacity in
North and

Middle

region

3. Investing

vehicles

~
- Investing the Hoa Sen Binh Dinh steel pipe and Hoa Sen Nghe An tole Plant
1 +Increasing steel pipe capacity in 2015 up to 200,000 tons
S
)
« Currently,5 depotsand 150branchesin 57 provinces
+In this fiscal year, open 50 new branches and establish limited company in some
2 provincesto manage effectively opeartion of each branch
S
)
«Investing 30 new tractorsand 10 trucks for internal transportation demand (
estimated over VND 50 billion)
«Transporttonnage of Hoa Sen transporting and Enginering limited company
3 estimated toincrease from 210,000 tons to 1,700,000 tons
J

Bloomberg: VDSC <Go>




RONGVIET

SECURITIES

Advisory Diary

Trien Le
+84 86299 2006 | Ext: 325

trien.lh@vdsc.com.vn

Thus, the leading distributor of construction materials in Vietnam is the goal of the Company’s
main operation in 2014-2015. Manufacturing activity continues to be maintained and expanded
under the high competitive industry pressure. Besides, the cash flow may be affected by
investment capital expenditure and marketing expense.

“Market closed early due to a cold"

Today market was dominated by blue color from the start of the session; however, the optimism
did not last long amid increasing selling pressure especially in late afternoon. VN-Index and HNX-
Index were down 3.3 and 0.1 points respectively. We saw the market decline took place on a large
scale for various share groups. There were up to 235 tickers in red but the degree of share price fall
is not high. The relatively low liquidity combined with a balance in selling and buying make us
believe that market would continue to go “sideways " until the AGM season.

Foreign investors remained net sellers of VND75 billion. However, if excluding the abnormal sale
of NTP (VND133.5 billion) on HNX, then the transaction value was positive.

For the purpose of improving banking activity, the information of the central bank’s implementing
drastic measures last week could make a breakout of banking stocks today; however, the market
decrease also slowed down this uptrend. Notably, although the M&A deal of Vietcombank and
Saigon Bank published officially, VCB could keep the upward momentum and closed with a
decrease of 2.5% because of the foreign investors’ keeping away. Without the VCB color change
“from green to red”, banking stocks remained the trend, especially CTG (+2.6%) - the leader of
increasing banking stocks. Additionally, the positive banking information has been reflected
recently, therefore, these ones seemed to be less attractive showed by a significant decrease of
trading volume compared with average previous sessions

Our covered mid-cap ticker, DHC, was not immune from today’s market fall. In a short chat with
DHC's people today, the firm’s preliminary business result is positive with revenue posting
VND543 billion and PAT of VND43 billion. EPS this year is estimated to be VND2,445 and 20%
dividend payout ratio still worth for investors to consider accumulating.
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MACRO WATCH
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Graph 3: Monthly CPI Graph 4: HSBC - PMI
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COMPANY REPORTS Issued Date

Jan 14™", 2015
Jan 06", 2015
Dec 26™,2014
Dec 19*,2014
Dec 11*,2014

PAC-Opportunities along with challenges

HMH - Positive outlook from various supporting factors
DPM - Tail wind from crude oil

VNM - 2014 - At the pit stop

PCT - Restructuring

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

FUND CERTIFICATION INFORMATION

Advisory Diary

Recommend Target Price
Accumulate - Intermediate term 27,500
Accumulate - Long term 33,800
Buy - Intermediate term 36,100
Accumulate - Long term 110,000

Monitor

Fund name Trading Subscription Fee  Redemption Fee (% NAV per unit at NAYV per unit last Change in NAV
Day (% of trading of trading value) valuation date valuation date
value)
VFE 06/01/2015 0%-0.75% 0%-2.5% 11,403 11,370 0.29%
VEOF 06/01/2015 0%-0.75% 0%-2.5% 9,353 9,065 3.18%
VF1 14/01/2015 0.2% - 1% 0.5%-1.5% 21,250 21,133 0.55%
VF4 07/01/2015 0.2% - 1% 0%-1.5% 9,017 8,799 2.48%
VFA 09/01/2015 0.2% - 1% 0%-1.5% 7,345 7,313 0.43%
VFB 09/01/2015 0.3% - 0.6% 0%-1% 11,887 11,877 0.09 %
ENF 09/01/2015 0% - 3% 0% 10,738 10,605 1.25%
MBVF 08/01/2015 1% 0%-1% 11,307 11,234 0.65%
MBBF 07/12/2014 0%-0.5% 0%-1% 11,924 11,908 0.13%
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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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