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2018 revenue rose 22.8% vyoy,
NPAT decreased by 3.7% vyoy,
which completed 80.5% of the
business plan.

2019 revenue is forecast to go up
by 10.6% yoy, EBT is about 5.26%

yoy
The consumption of ceramic tiles

absorbing soluble salt — micro
crystal is not as good as expected

The average selling price is
supposed to went down by 2-3%
in 2019

CVT shares are traded with low
P/E

Net revenue of CVT reached VND1,448 bn, up by 22.8% yoy, which completed 85%
of the business plan. Gross profit margin (GPM) hit 20.1%, sliding 3.7% YoY as the
output price declined and the input cost rose with the depreciated cost from the
new factory. EBT of the company was VND 209 bn, down by 3.7%yoy, which
completed 80.5% of the plan. NPAT in 2018 was VND168.1 bn, deceasing by 3.3%

yoy.

CVT has a prudent business plan with 2019 revenue expected to reach VND1,700
bn, up by 10.6% yoy. EBT is expected to reach VND220 bn, gaining 5.26% yoy.

The new product line, which is tiles absorbing soluble salt — micro crystal, has
difficulties in penetrating the market. Amid fierce competition in the construction
market, declining gross profit margin, and construction businesses heading
towards affordable products to reduce cost, high quality products consumption will
meet many obstacles.

According to general statistics, the price of tiles sold tends to decrease by 2-3%
compared to that in 2017. Demand starts to be limited due to the construction
market slowing down while many tile manufacturers including CMC increased
capacity, leading to an increase in the whole industry inventory, enterprises have
to reduce selling prices to raise competitiveness. In our viewpoint, the price of
traditional tiles of CVT will continue to be corrected down by 2-3% in 2019.

CVT shares are currently traded with trailing P/E of 4.45x and P/E forward of 4.09x,
which is quite attractive compared to peers’ as well as CVT's valuation history.

Buy

Trading data % of price changed

Target price VND25,470 Outstanding .share volume 36,690,887 (%) M 3M 6M 12M
Average trading volume (3M) 209,617 CVT 2.8% -11.5% -17% -41.4%

Up/down 27.4% % foreign ownership 14.81% VNINDEX 2.7% 1.7% -1.2%  -17.5%
Current price (28/01/2019) 20,000 VND Income/share VND1,000
Target price 25,470 VND
Market capitalization VND744.8 bn

(USD 32 mn)
Forecast business performance Price orowth compared with VN-Index (Left)
FY-End 2017A 2018A 2019F 2020F ) ST (o wno)
Net revenue (VND bn) 1,181 1,449 1,633 1,789 o7 R
Growth speed (%) 5.67% 22.66% 12.70% 9.59% 10
Gross profit (VND bn) 282 292 316 334 T 3000
Gross profit margin (%) 23.83% 20.14% 19.34% 18.66% 1 2500
Net profit (VND bn) 174 168 180 186 oo
Growth speed (%) 14.29% -3.26% 7.08% 3.27% o) i
EPS (VND) 6,157 4,582 4,906 5,066 vl - L 18000
EPS growth 22.3% -25.6% 7.1% 3.3% y,\w“‘ﬁ@},\ ey &\@}@i@\ﬁ;&i@‘"
P/E 324 4.36 407 3.94

Source: KBSV



Revenue in 2018 climbed 22.8% yoy,
EBT went down by 3.7% yoy, which
completed 80.5% of the business
plan.

Figure 1: CVT revenue in 2014-2018

2018 BUSINESS PERFORMANCE

CMC has just released their financial statement in the 4Q, business results in
2018 and the plan for 2019. These are the details:

Revenue in the 4Q/2018 hit VND461.3 bn, rising 41% yoy. GPM reached 20.5%,
down by 3% compared to the same period in 2017. NPAT was VND54.6 bn, lifting
20.8% yoy.

In the whole year of 2018, CVT net revenue was VND1,448 bn, increasing 22.8%
yoy, which fulfilled 85% of the business plan. GPM was 20.1%, decreasing by
3.7% YoY as the selling price was reduced, and the input cost advanced with the
depreciated cost from the new factory. Selling expense rose by more than VND3
bn due to emerging cost for new product promotion, while the financial cost
rose by 20% yoy due to loans funded for the construction and operation of new
factories. EBT was VND 209 bn, shedding 3.7%yoy, completing 80.5% of the
plan. NPAT in 2018 was VND168.1 bn, reducing 3.3% yoy.

Figure 2: GPM and cost/revenue
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2019 revenue and EBT are expected
to increase by 10.6% yoy and 5.26%
yoy respectively

2019 BUSINESS PLAN

CVT has a relatively prudent business plan with revenue in 2019 hitting

VND1,700 bn, gaining 10.6% yoy. Forecast EBT is VND220 bn, up by 5.26% yoy.
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The consumption of ceramic tiles
absorbing soluble salt - micro
crystal is not as good as expected

The average price is supposed to
went down by 2-3% in 2019

The forecast slowdown in real
estate supply will cause difficulties
for construction — building materials
market.

KBSV RESEARCH

We suppose CVT prudent business plan is reasonable, based on:

The factory CMC2 in the third phase came into operation in last 2Q/2018 with
the core product is ceramic tiles absorbing soluble salt and micro crystal, which
is expected to be the man drive for growth of CVT in the next years. However,
this new product line currently has to face some obstacles in market
penetration. To be more specific, according to the company, in the first 9
months of the year, the volume of tiles sold was moderate with only about
200,000 m2 of tiles, gaining 3.5% revenue. Currently, this new product has still
been sold in the market at a price of VND450,000 — 500,000/m2, twice as much
as the price of common granite which is about VND160,000 — 250,000/m2. Amid
fierce competition in the construction market, declining gross profit margin, and
construction businesses heading towards affordable products to reduce cost,
high quality products consumption will meet many obstacles.

According to general statistics, the price of tiles sold tends to decrease by 2-3%
compared to that in 2017. Demand starts to be limited due to the construction
market slowing down while many tile manufacturers including CMC increased
capacity, leading to an increase in the whole industry inventory, enterprises
have to reduce selling prices to raise competitiveness. In our viewpoint, the
price of traditional tiles of CVT will continue to be corrected down by 2-3% in
2019.

Since 2013, real estate market growth has stayed high at 4% in 2016-2018.
According to CBRE forecast, the supply of residential real estate in Hanoi and
HCMC will not rise in 2019. Furthermore, Government policies such as
tightening real estate credit and lowering the rate of using short-term capital
for medium and long-term loans from 60% to 40% in 2019 also partly affect
construction capacity of developers. The growth momentum of the real estate
market slowing down will create difficulties for the growth of the construction
market and construction materials in the near future.

Figure 5: Real estate market growth 2012-2018F Figure 6: Movement of the price of Granite 60*60 cm
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Real estate — construction still has
bright prospect in the long term

Granite production capacity is only
60 million m2/year, and has much
room to develop.

The cost of raw materials is stable.
The coal price is predicted to be in a
long-term downward.

KBSV RESEARCH

However, there are some factors which may benefit CVT business activities:

In the long term, construction segment still see positive prospects due to: (1)
Vietnam population is in a surge of nearly 25% in 2000-2018; (2) Urbanization
rate in 2018 was 34.8%, and will be 50.7% in 2039, high urbanization speed
combined with a small number of cities are the force for construction
development; (3) Citizen income increases, according to the World bank
forecast, by 2035, more than a half of Vietnamese will join the middle-income
group, who earn over USD15,000/year.

The consumption trend is shifting from Ceramic tiles to Granite tiles in recent
years due to outstanding features of Granite type such as high durability and
aesthetic value. Granite tiles have been popularly used in most of large projects
such as high buildings, offices, hospitals, and a number of residential buildings.
The Vietnam’s Association of Construction Contractors predicts that the total
demand for Granite will reach 140 million m2/year by 2020, while the current
production capacity is only 60 million m2/year, thus the production capacity of
Vietnam needs to be enhanced by an average of 20% per year to meet consumer
demand. This contrasts with the oversupply situation of the Ceramic product
line.

The cost of raw materials accounts for 70% of the total cost of CVT, in which
Feldspar and clay are the two main materials, accounting for 45% and 20%
respectively, while coal is the main fuel accounting for 25% of the total cost.
Current supply of Feldspar and clay in Vietnam is still stable, ensuring the
maintenance of prices so as not to affect CVT's profit margin. Meanwhile, coal
price is about 60USD/ton, and is expected to be in a long-term downward trend
because the biggest demand from China will gradually switch to using more eco-
friendly materials.

Figure 7: Estimated urbanization rate in Vietham in 1995-

Figure 8: Australian thermal coal price movement
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NPAT of CVT in 2019 is believed to
reach VND180 bn, up by 7% yoy. EPS
forward is VND4,905/share.

KBSV RESEARCH

FORECAST & VALUATION
Forecast business plan in 2019

In 2019, we estimate CVT revenue to reach VND1,633, rising 12.7% yoy, based
on:

For CMC1 and CMC2 factories at phase 1, 2: The total consumed products in
2019 will surge 5.57% to 19,158,166 m2 due to stable production at CMC1 and
production increasing to the maximum at CMC2. The price of TB/m2 is supposed
to shed 2% due to fierce competition in the industry.

Regarding CMC at the 3™ phase: The volume of CMC2 sold at the 3™ phase is
expected to be 700,000 m2 in 2019, down by 500,000 m2 compared to the
figure forecast in the previous full report. The average price/m2 applied for sale
agents is projected to be VND 300,000. Expected revenue in 2019 is VND210 bn
(USD9 mn).

GPM is supposed to see a slight fall to 19.3%, 0.8% lower than that in 2018 due
to: (1) The average price per product loses 2% because of aggressive market
competition and increasing supply, which makes the company reduce the price
to raise product sales; (2) The input cost of Clay, Feldspar is stable (3) The cost
of coal remains low at USD60-70/ton.

We expect CVT will record a revenue of VND225 bn in 2019, climbing 7.4% yoy,
which fulfills 102.7% of the business plan, NPAT will hit VND180 bn, gaining 7%
yoy, EPS forward is VND4,905/share.

Figure 9: Forecast business planin 2019-2020

VND bil 2017A 2,018 2019F 2020F
Net revenue 1181.1 1,448.7 1,632.7 1,789.3
COGS 899.6 1,156.9 1,317.0 1,455.4
Gross profit 281.5 291.8 315.7 333.9
Cost of selling and business management 48.9 52.3 58.0 63.5
Interest expense 27.4 34.3 40.2 45.4
EBT 217.5 209.5 225.0 232.3
NPAT 173.8 168.1 180.0 185.9
EPS 6,157 4,582 4,906 5,066

Source: KBSV

Free Cash Flow to the Firm (FCFF)

Valuation

We used 2 valuation methods which are Free Cash Flow to the Firm (FCFF) and
comparison of P/E among other peers in the same industry with similar
products.

We adjusted the net profit and cash flow of the company in the upcoming period
since the market response toward the new product line at CMC2 at the 3" phase
is not as good as expected. As the company has not released a specific plan for
investing in fixed assets, expanded plans are not included in this forecast
section. The company cost of capital is estimated at 10.6%, based on: Risk-free
interest rate is 5.5%, which is correspondent to 10-year government bond
interest rate; the expected return of the market is assumed to be 14.4%,

b KB Securities



P/E comparison method

KBSV RESEARCH

equivalent to the average market yield of 10 years; CVT's beta is 0.91; long-term
growth rate is 1%.

CVT shares are currently traded at P/E trailing of 4.45x and P/E forward of 4.09x,
which is quite attractive compared to peers’ as well as CVT's valuation history.

ASSESSMENT

We would like to release the assessment on CVT shares as followed:

Period

Short term (1-2 years)

Mid-term (3-4 years)

Long term (>4 years)

Assessment

Positive

Positive

Positive

Reasons
- The share price plunged, current P/E trailing is much lower than the
average of the industry
- The general economy and real estate - construction segmentisin an
upswing phase despite some stagnant signs
- The growht force from increasing revenue and production at CMC2
Factory at the 3rd phase

Reasons for slowing business results:

- Real estate - construction industry has entered a downward phase --
>|ow consumption.

- Fierce competition in the industry due to oversupply --> enterprises
reduce their product price, leading GPM to fall

- Interest expense increases due to increasing general interest rates

- Landing - construction industry has positive prospectin the long
term due to:
+Strong growth in Vietnam population
+ High urbanization speed combined with small number of cities
+Increasing income
- High potential growth of Granite tiles due to low production
capacity of the whole industry
- CVTis among tile manufacturers whose the best GPM thanks to
favorable location, large distribution system, and flexible production
line.

CVT is a medium-sized enterprise in Ceramic tile manufacturing industry with
steady growth in profit over the past 7 years. The new product — tiles absorbing
soluble salt and micro crystal — has not been consumed well in the market as
expected, which adversely affects the growth prospect of the company in the
near future. However, CVT still has good fundamentals and sustainable business
operations, and CVT share is quite cheap compared to its real value. Based on
valuation results, business prospects and influential factors, we recommend to
BUY CVT shares with a 1-2 year holding period. The target price is
VND25,470/share, 27.4% higher than the price on January 29, 2018.
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Figure 10: Assumtion according to FCFF

Model assumption Value
WACC 10.6%
Risk-free interest rates 5.5%
Risk offset 8.9%
Beta 0.91
Long-term growth 1.0%
Forecast period S5years
Source: KBSV

Figure 11: P/E comparision

Ticker Market capitalization (VND bil) P/E trailingProportionP/E for proportion

Viglacera Tien Son SJC VIT 259.35 5.90 23.7% 1.40
Thanh Thanh Ceramic SJC TTC 86.14 5.72 7.9% 0.45
My Xuan Construction Pottery tile brick JSC  Gmx 122.23 5.83 11.2% 0.65
Viglacera Ha Long SJC VHL 625.00 4.30 57.2% 2.46
Average P/E 4.96

Source: KBSV

Figure 12: CVT valuation

Method Current 2019F Forecast price Proportion ’rice for proportion
P/E 4.39 4.13 24,378 50% 12,189
FCFF 26,568 50% 13,284
Recommended price 25,473

Source: KBSV
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Appendix

Bdo cdo K&t qua HDKD

Bang can ddi ké toan

KBSV RESEARCH

(Ty VND) 2015 2016 2017 2018 (Ty VND) 2015 2016 2017 2018
Doanh s@ thuan 680.20 1,117.72 1,181.09 1,448.68 TAI SAN NGAN HAN 383.84 465.49 509.76 628.93
Gia v8n hang ban -548.63 -854.55 -899.58 -1,156.87 Tién va tuong duong tién 75.42 149.24 74.01 62.76
Lai gop 131.57 263.17 281.51 291.82 Gid tri thuan dau tw ngdn han 0.00 0.00 20.00 0.00
Thu nhap tai chinh 131 192 3.81 112 Cackhoan phai thu 25.89 34.11 56.78 97.21
Chi phitai chinh -20.52 -36.88 -27.54 -35.28 Hang tén kho, rong 257.56 266.62 348.50 468.96
Trong dé: Chi phi ldi vay -19.55 -35.91 -27.38 -34.31 TAI SAN DAI HAN 547.94 540.65 727.43 700.43
L&i/(18) tir cong ty lién doanh (tr ndm 2015) 0.00 0.00 0.00 0.00 Phai thu dai han 0.00 0.00 0.00 0.00
Chi phiban hang -6.56 -5.16 -7.81 -10.90 Tai san c8 dinh 251.93 506.65 433.63 675.62
Chi phi quan Iy doanh nghiép 2975 -4149  -41.12 -41.40 Gia tri rong tai san dau tu 0.00 0.00 0.00 0.00
L&i/(18) tir hoat dong kinh doanh 76.04 181.56 208.86 205.36 Tai san d& dang dai han 291.55 31.03 285.65 10.38
Thu nhap khéc 4.57 9.36 8.74 6.10 TONG CONG TAI SAN 931.78 1,006.15 1,237.19 1,329.35
Chi phikhac -0.13 -0.59 -0.13 -1.92 NO PHAI TRA 642.02 619.49 696.70 693.98
Thu nhap khéc, rong 4.45 8.77 8.62 4.18 No ngén han 384.39 462.73 530.56 560.87
L&i/(18) tir cong ty lién doanh 0.00 0.00 0.00 0.00 Phai tra ngudi ban 148.10 135.86 220.13 217.88
L3i/(16) rong trudc thué 80.49  190.34  217.47 209.54 Ngudi mua tra tién trudc 2.23 6.11 9.68 8.44
Chi phi thué thu nhap doanh nghiép -17.82 -38.29 -43.69 -41.43 Doanh thu chua thyc hién ngén han 0.00 0.00 0.00 0.00
L3i/(16) thuan sau thué 62.67 15204 173.78 168.11 Vayngén han 198.55  240.82  238.86 277.51
Loi ich cla ¢ déng thiéu sé 0.00 0.00 0.00 0.00 No dai han 257.63 156.76 166.14 133.10
Loi nhuén clia C6 déng clia Cong ty me 62.67 152,04 173.78 168.11 Phai trd nha cung cdp dai han 0.00 0.00 0.00 0.00
Ngudi mua trad tién trudc dai han 0.00 0.00 0.00 0.00
Chi 56 hoat dong Doanh thu chua thyc hién 0.00 0.00 0.00 0.00
2015 2016 2017 2018 Vaydai han 257.55  156.67  166.06 133.10
Tysudtlgi nhudn gop 19.34%  23.55%  23.83% 20.14% VON CHU SO HTU 289.76 386.66 540.49 635.37
Tysudt EBITDA 20.59% 28.02%  28.03% 24.08% Vén gép 192.00 192.00 282.24 366.91
Ty sudt EBIT 14.00% 19.37%  19.69% 16.53% Thing dvvén cd phan 10.08 10.08 14.88 14.88
Ty sudtloi nhudn trudc thué 11.83% 17.03% 18.41% 14.46% L4i chwa phan phéi 62.67 152.04 173.78 180.02
Tysudtlai hoat dong KD 11.18%  16.24% 17.68% 14.18% Loi ich c8 déng khong kiém sodt 0.00 0.00 0.00 0.00
Tysudtlgi nhudn thuan 9.21% 13.60% 14.71% 11.60% TONG CONG NGUON VON 931.78 1,006.15 1,237.19 1,329.35
Béo cdo lwu chuyén tién té Chi s6 chinh
Gian tiép - Ty VND 2015 2016 2017 2018 2015 2016 2017 2018
L&i truwdc thué 80.49 190.34 217.47 0.00 Chisé dinh gia
Kh&du hao TSCD 44.78 96.62 98.47 0.00 P/E 7.14 2.74 3.53 4.51
L&i/(18) tir hoat dong dau tu -0.34 -2.25 -4.04 0.00 P/E pha lodng 6.33 2.61 3.35 451
Chi phildi vay 19.55 35.91 27.38 0.00 P/B 1.37 1.03 1.09 1.19
L&i/(18) trudc nhitng thay déi vén luu dong 14505 32043  338.70 0.00 P/S 0.58 0.35 0.49 0.52
(Tang)/gidm céac khoan phai thu -30.26 12.29 1.67 0.00 P/Tangible Book 1.37 1.03 1.08 1.19
(T4ng)/gidm hang ton kho -78.29 -9.06 -81.88 0.00 p/Cash Flow 14.92 1.47 3.06 0.69
Tang/(giam) cac khodn phai tra 37.68 21.70 13.69 0.00 Gia tri doanh nghiép/EBITDA 5.55 2.06 2.76 3.17
( Tang)/gidm chi phi trd trudc -1.89 -9.57 6.93 0.00 Gid tri doanh nghiép/EBIT 8.16 2.98 3.93 4.62
Luu chuyén tién té rong tir cdc hoat dong sdn xuit kinh doanh 26.57 268.81 190.34 1,105.24 Hiéu qué quan Iy
Tién mua tai sdn cd dinh va cactai san dai han khéc -256.25 -90.82 -253.25 -126.85 ROE% 23.62 44.95 37.49 28.59
Tién thu duoc tirthanh Iy tai san 8 dinh 0.00 0.51 1.53 0.00 ROA% 7.90 15.69 15.49 13.10
Tién cho vay hodc mua céng cu no 0.00 0.00 0.00 0.00 ROIC% 12.77 27.61 24.60 22.90
Tién thu tir cho vay hodc thu tir phat hanh cong cu no 0.00 0.00 -20.00 0.00 Cau trac tai chinh
Pau twvao cac doanh nghiép khéc 0.00 0.00 0.00 0.00 Tysudtthanh todn tien mit 0.20 0.32 0.14 0.11
Tién thu tirviéc ban cac khodn dau tuvao cdcdoanh nghiép 0.00 0.00 0.00 0.00 Tysuatthanh todn nhanh 0.26 0.40 0.25 0.29
C6 tirc va tién 13i nhan duoc 0.34 1.74 3.81 0.00 Tysuatthanh todn hién thai 1.00 1.01 0.96 1.12
Luwu chuyén tién té rong tirhoat dong dau tuw -255.91 -88.57 -267.91 -126.85 Vén vay dai han/Vén CSH 0.89 0.41 0.31 0.21
Tién thu tir phdt hanh cé phi&u va vén gép 0.00 0.00 14.40 0.00 Vén vaydai han/Téng Tai san 0.28 0.16 0.13 0.10
Chi trd cho viéc mua lai, tra lai c6 phiéu 0.00 0.00 0.00 0.00 Vén vay ngén han/Vén CSH 1.57 1.03 0.75 0.65
Tién thu dugc cdc khodn di vay 773.76  895.07  957.85 258.26 Vén vay ngén han/Téng Tai san 0.49 0.40 033 031
Tién trd cdc khodn di vay -613.03 -953.68 -950.42 -1,205.68 Céng no ngén han/Vén CSH 1.33 1.20 0.98 0.88
Tién thanh todn vén géc di thué tai chinh 0.00 0.00 0.00 0.00 Céng no ngan han/Téng Tai san 0.41 0.46 0.43 0.42
C8 tirc d& tra -7.96 -47.80 -19.48 -42.22 Téng cdng ng/Vén CSH 222 1.60 1.29 1.09
Tién 13i da nhan 0.00 0.00 0.00 0.00 Téng cong ng/Tdng Tai san 0.69 0.62 0.56 0.52
Luu chuyén tién té tir hoat dong tai chinh 152.77 -106.41 234 -989.63 Chisé hoat dong
Luu chuyén tién thuan trong ky -76.56 73.83  -75.23 -11.24 Hé s6 quay vong phai thu khach hang 36.54 47.09 37.65 25.51
Tién va tvong duong tién dau ky 151.79 75.42  149.24 74.01 Hé s& quay vong HTK 2.50 3.26 2.92 2.83
Tién va twong duong tién cubi ky 75.42  149.24 74.01 62.78 Hé s6 quay vong phai trd nha cung cap 4.75 6.02 5.05 5.28

Source: CVT, KBSV téng hop
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Investment portforlio recommendations

Buy: +15% or more
Hold: between +15% and -15%

Sell: -15% or less

DISCLAIMER

Opinions in this report reflect professional judgment at this date based on information and data obtained from sources
KBSV considers reliable. However, KBSV does not guarantee that the information and data are accurate or complete,
and, therefore, this report is subject to change without prior notice. Individual investments should be made based on
each client’s own judgment and we expressly disclaim all liabilities for any investment decisions and any results thereof.
This report is a copyrighted material of KBSV and, thus, it may not be reproduced, distributed, or modified without the
prior consent of KB Securities. This report is not prepared for academic purposes and any third party wishing to quote
from it for academic publications should receive the prior consent of KBSV.

KB SECURITIES VIETNAM (KBSV)

Head Office:

Floor 1&3, Sky City Tower, 88 Lang Ha Street, Dong Da District, Ha Noi, Vietnam

Tel: (84) 24 7303 5333 - Fax: (84) 24 3776 5928

Ha Noi Branch

Floor 9, TNR Tower Hoan Kiem, 115 Tran Hung Dao Street Hoan Kiem District, Ha Noi, Vietham
Tel: (84) 24 3776 5929 - Fax: (84) 24 3822 3131

Ho Chi Minh City Branch

Floor 2, TNR Tower Nguyen Cong Tru, 180-192 Nguyen Cong Tru Street, District 1, HCMC, Vietnam
Tel: (84) 28 7303 5333 - Fax: (84) 28 3914 1969

CONTACT INFORMATION

Institutional Client Center: (84) 28 7303 5333 - Ext: 2556
Private Customer Care Center: (84) 24 7303 5333 - Ext: 2276
Hotmail: ccc@kbsec.com.vn

Website: www.kbsec.com.vn
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