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Hoa Phat Group (HPG)

Bullish 2020E guidance

Bullish 2020E earnings guidance at VND9-10 trillion vs VNDB8.5 trillion consensus

— Chairman Tran Dinh Long announced preliminary 2020E earnings guidance at VND9-10
trillion at an analyst meeting on May 15. This would be 19%-32% higher than 2019’s results,
6%-18% above the VND8.5 trillion consensus and 39%-54% higher than our current
forecasts. He also projected sales to reach VND85-90 trillion or up 33%-41% YoY or 6%-
12% ahead of the VND8O.1 trillion consensus and 22%-29% above our forecasts. The
company expects about 80% of earnings from the steel segment, with sales volumes
estimated at 3.6 million tons for construction steel (+30% YoY), steel pipes at 750,000 tons
(flat YoY) and additional volumes from new products of steel billets at 800,000 tons and
coated steel at 120,000 tons. The company also announced a 20% stock dividend and cash
dividend of VND500 per share. The Board of Management will finalize these annual targets
for the annual general shareholders” meeting scheduled for June 25.

Phase 2 Dung Quat-Hoa Phat project back on track & management hoping for Sep start

— About 80% of Phase 1 of the Dung Quat-Hoa Phat project was completed by March 31 and
the remaining portion should be completed in 2Q and add 1 million tons of steel output or
increase volume sales by 14% by our estimates (management expects Phase 1 to add 1.2
million tons or a 21% boost to sales volume). Delays due to COVID-19 risked pushing back
the start of Phase 2 to the end of the year, but management is working on maintaining the
official operating start for September. The coronavirus has prevented foreign technicians
from entering Vietnam to complete equipment installations and risks for delay remain. We
expect Phase 2 will add another 200,000 tons of steel output or increase volume sales by
7% vs management’s target for an additional 500,000 tons of output or 18% increase in
sales volume. Moreover, the Dung Quat port located in the Dung Quat complex is 85%
complete and will officially begin operations in the next few months. The new port will be
able to receive 200,000-ton ships and will help Hoa Phat directly import raw materials at
lower prices from Brazil, Australia and Indonesia. This development should give the company
a meaningful advantage vs peers and allow it to gain market share from other local steel
makers.

Government’s public investment to restore positive growth for Vietnam’s steel industry

— Industry-wide steel production fell by 8.4% YoY in the first four months of the year, while
steel consumption dropped by 13.2% during the same period due to the negative effects
from the COVID-19 pandemic. That said, management expects the government’s efforts to
expedite public investment in infrastructure projects should return Vietnam'’s steel industry
to positive growth in 2020E.
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Investment ratings & definitions

Investment Ratings for Stocks
(based on expectations for absolute price gains over the next 6 months)

Buy: Hold: Sell:
+15% to -15%

+15% or more -15% or more

Investment Ratings for Sectors
(based on expectations for absolute price gains over the next 6 months)

Positive: Neutral: Negative:

Outperform the market Perform in line with the market ~ Underperform the market

Opinions in this report reflect the professional judgment of the research analyst(s) as of
the date hereof and are based on information and data obtained from sources that KBSV
considers reliable. KBSV makes no representation that the information and data are
accurate or complete and the views presented in this report are subject to change without
prior notification. Clients should independently consider their own particular
circumstances and objectives and are solely responsible for their investment decisions
and we shall not have liability for investments or results thereof. These materials are the
copyright of KBSV and may not be reproduced, redistributed or modified without the prior
written consent of KBSV. Comments and views in this report are of a general nature and
intended for reference only and not authorized for use for any other purpose.
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