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Hoa Sen Group (HSG)

April earnings continue blow out performance

April monthly earnings continue to surge as profits hit 118% of full-year target

— April earnings reached VND9O0 billion or 45% of record 1Q results in the company’s first
release of monthly performance. Earnings added another month of strong performance as
seven-month earnings (September year-end company) hit VND472 billion and already
reached 118% of the full-year target. April sales were VND2,233 billion and totaled
VND14,597 billion in the first seven months of the fiscal year or 52% of the business plan.

Record 2Q earnings were four times higher than the same quarter last year

— Fiscal 2Q earnings (Jan-Mar) of VND201 billion were four times higher than the same period
last year despite the 16% YoY drop in sales to VND5,786 billion due to the coronavirus.
Consumption for steel pipe fell by 17% YoY to 72,256 tons and coated steel dropped by 8%
YoY to 272,762 tons. With lower steel volumes for the entire industry, market shares
remained stable at 16% for steel pipes and 30% for coated steel. The company managed to
deliver strong earnings performance on expansion of the gross profit margin to 18.6% from
the previous quarter’s 14.5% and 11.3% in the quarter a year ago. Margin expansion was
largely due to the sharp drop in hot-rolled steel input costs amid steady retail pricing.
Moreover, performance also improved from a year ago due to the absence of losses from
trading in hot-rolled coils that led to losses in these activities last year. Inventory turnover
was stable at VND5,000 billion or about 65 days.

Steel demand turned negative in 1Q and could worsen in 2Q

— The Vietnam Steel Association estimates that the nationwide lockdown and supply chain
disruptions due to COVID-19 caused steel growth to turn negative in 1Q at -20% YoY for
steel pipes and -5% YoY for coated steel. It also expects conditions to worsen in 2Q as the
impact from lower demand is fully-reflected in the local steel market. Weak demand
continues to pressure steel pricing and the Association warned that lower prices could hurt
the recovery of local steel makers.
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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.


mailto:ccc@kbsec.com.vn

