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Century Land JSC (CRE) is the leading property broker, with a 42% market
share, in Vietnam’s Northern region.



We expect CRE’s FY20-21F net profit to be boosted by secondary property
investment and distribution of Vinhomes housing products.



We initiate coverage on CRE with Add rating and TP of VND22,000.

Strengthening the position as leading property broker
CRE is the leading property broker in Vietnam’s Northern region, with a 42%
market share as at end-FY19. We expect CRE to be well-positioned to deliver a
10.7% CAGR of brokerage revenue in FY20-23F, on the back of: 1) its restart of
distributing Vinhomes products since Jul 2020, which will account for 40% of new
supply in the Northern condominium market in FY20-23F, and 2) proven sales
capacity enhanced by technology investment.

Key changes in the report
 N/A

Price performance

Secondary investment to bolster FY20-22F net profit growth
Given its leading position in the Northern property brokerage market, CRE has
invested in many large-scale projects which have completed legal procedures,
such as Vuon Sen (FY20-21F), Dolphin (FY19-20F) and Louis City (FY20-21F),
as well as in over 10 property projects now seeking investment cooperation. We
expect these projects will trigger CRE’s secondary investment’s revenue to post
a CAGR of 17.3% during FY20-21F.
Source: VNDIRECT Research
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We expect CRE's net profit to accelerate from FY21F
Despite the weak performance in 1H20, we expect net profit to recover in 2H20F,
rising to VND398.1bn (+2.4% yoy) in FY20F. In FY21F, we estimate CRE’s net
profit to jump as strong as 27.9% yoy thanks to the cooperation with Vinhomes in
property distribution and secondary investment.

Initiate coverage with Add rating and target price of VND22,000
Our valuation is based on an equal weighting of: 1) a forward P/E of 5.0x on
FY20F EPS; and 2) a forward P/B of 0.8x on FY20F BVPS. We think the massive
drop in CRE’s stock price in 1H20, has reflected all market concerns over the
company's weak results in 1H20. Potential upside is a larger-than-expected scale
of the company’s secondary investment contracts. Downside risk includes a
prolonged pandemic, which would have an impact on brokerage activities and the
launch of real estate projects.

37.5%
Source: VNDIRECT Research
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Financial summary (USD)
Net revenue (bn)
Revenue growth
Gross margin
EBITDA margin
Net profit (bn)
Net profit growth
Recurring profit growth
Basic EPS
Adjusted EPS
BVPS
ROAE

12-18A
1,687
51.3%
32.9%
23.4%
315
28.1%
26.4%
6,306
5,587
29,317
31.1%

12-19A
2,312
37.1%
32.5%
21.3%
389
23.3%
22.7%
4,860
4,442
22,922
23.6%

12-20E
2,437
5.4%
32.9%
19.4%
398
2.4%
2.4%
4,977
4,511
26,922
20.0%

12-21E
2,994
22.8%
33.2%
20.0%
509
27.9%
27.6%
6,364
5,738
32,936
21.3%

Source: VNDIRECT Research
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LEADING PROPERTY BROKER WITH PROVEN SALES RECORD
Established in 2002, CRE quickly grew and dominated the brokerage market
in Vietnam’s Northern region. In 2018, the company embarked on secondary
property investment to take advantage of its competitive edge from brokerage
services – the ability to sell products quickly thanks to a large branch system
and strong sales team. CRE was listed on the Ho Chi Minh Stock Exchange on
5 Sep 2018.
CRE’s business model includes two main businesses: 1) brokerage services,
and 2) investment/cooperation in secondary real estate investment, which has
become its core business and strategy for the next five years.
Figure 1: CRE’s organisational structure

Figure 2: CRE’s revenue structure in FY17-19 (VNDbn)

Source: VNDIRECT Research, Company reports

Source: VNDIRECT Research, Company reports

WELL-POSITIONED TO EXPAND ITS BROKERAGE MARKET SHARE
#1 in the North, poised to conquer the South with Cen Saigon
CRE is Vietnam’s 2nd biggest property broker thanks to its large network
and proven sales capacity
In FY15-18, CRE enjoyed a stellar brokerage transaction volume CAGR of
15.2% (above the national average of 12.9%). It secured a market share of
14% in Vietnam’s real estate brokerage, ranking second after Dat Xanh (DXG
VN, Not rated).

www.vndirect.com.vn
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Figure 3: CRE was Vietnam’s 2nd biggest real estate broker in FY19

Source: VNDIRECT Research, Vietnam National Real Estate Association

Figure 4: CRE sustains its real estate brokerage market share despite
a decline in Vietnam’s transaction volume

Source: VNDIRECT Research, Vietnam National Real Estate Association

After nearly 18 years in the brokerage industry, CRE has grown to be the
leading broker in Vietnam’s Northern region in terms of distribution system, with
an intensive sales team of over 2,000 staff, 15,000 collaborators, over 1,000
authorised agents and affiliate agencies. CRE’s distribution channel is proven
to be superior to its competitors in the industry and will continue to be its
competitive advantage, in our view, supporting business growth.
According to the Vietnam National Real Estate Association, CRE remains the
leading broker in the Northern region, with 42% market share in FY19 (up from
39% in FY17).
CRE currently distributes 176 real estate projects with more than 20,000 units
to customers (estimated total value of VND78tr). The company has cooperated
with many big investors, namely Gamuda Land, Park City, Bitexco Group,
Eurowindow Holding and Khang Dien.
Figure 5: CRE led the Northern property brokerage market in FY19

Inner circle: FY17-Outer circle: FY19
Source: VNDIRECT Research, Vietnam National Real Estate Association
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Expanding in the Southern property brokerage market with Cen Saigon
With Cen Saigon branch, CRE is gradually entering the Southern market.
Currently, Cen Saigon is actively developing its sales team and improving
service quality, aiming to bring more much-sought-after real estate projects for
CRE in the near term.
In FY17-19, the Southern region contributed only 16-20% to CRE's total real
estate brokerage revenue. The company’s market share in this region reached
around 5% in FY19. However, we believe the Southern market still has room
to grow if the company has a good strategy to enhance its brand presence.
Cen Saigon's list of distributing projects includes 2,684 units, with a total value
of about VND10tr, among which are projects with high absorption rates in the
market such as C-Sky View (Binh Duong - Chanh Nghia Quoc Cuong), Stella
Mega City (Can Tho - Kita Invest), Lovera Vista (Ho Chi Minh City (HCMC) Khang Dien) and Akari City (HCMC - Nam Long). We expect Cen Saigon will
gradually build its brand in the Southern market by expanding its portfolio of
projects, thereby contributing more to CRE's business results.
CRE expects the real estate brokerage revenue in the Southern region to rise
17.4% yoy to VND300bn in FY20F.

Pioneer in adopting technology in property brokerage services
CRE is the first major broker to launch a real estate online trading platform at
the address nghemoigioi.vn (later changed to Cenhomes.vn), which allows
online payment, facilitating real estate transactions. Cenhomes.vn is orientated
to become a tool to support CRE's sales team in marketing.
Figure 6: CRE’s online trading platform – Cenhomes.vn

Source: VNDIRECT Research, Company reports

Attractive website design, large number of real estate products, userfriendliness as well as mobile apps synchronisation are the advantages that
help Cenhomes.vn attract users.
Besides, 3D tour virtual reality (VR) technology, online status check and online
payment… are integrated in the system, thereby helping to shorten time and
minimise the cost for each real estate transaction.
www.vndirect.com.vn
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Based on CRE’s management estimates, there are more than 2.5m families
with real housing demand in the market who are able to afford a home
purchase, of which the company now has data of 1.3m households. This
enables CRE to filter suitable target customers when new projects and products
come online.
Users only need to enter a specific address and the website will give detailed
information about the land plot and nearby locations, the price of construction
works on the land and the total value of assets, based on Cenhomes.vn's
interpolation method. In addition, the website provides additional details related
to the location such as the image of house or land, satellite coordinates, road
location, house direction, the density of homes for sale/rent on the map,
satellite images, traffic images and price ranges for each area and utilities
around the property. This feature helps buyers and sellers value real estate,
and reduce risks of payment and transaction.
We expect technology edge to improve brokerage profit margins in the
near future
With growing number of users, the number of transactions on CRE's technology
platform is increasing. Since the beginning of 2020, the number of real estate
transactions at Cenhomes.vn reached 1,500 project transactions and about
2,000-3,000 retail transactions of self-distribution (no retail transactions were
recorded in the same period last year).
We expect the pioneering application of technology into real estate brokerage
will help CRE cut the rate of selling expenses to revenue to 3.0% in FY20-21F
from 4.1% in FY19, thereby raising the broker’s net profit margin.
Figure 7: Users only need to enter a specific address, the website will Figure 8: Maps researching feature and cadastral information
give detailed information about the land plot

Source: VNDIRECT Research, Cenhomes.vn

www.vndirect.com.vn
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Figure 9: Price performance and number of
real estate offered for sales in land plot

Source: VNDIRECT Research, Cenhomes.vn

Figure 10: Utilities around the property

Source: VNDIRECT Research, Cenhomes.vn

Figure 11: Comparing real estate price to the
vicinity area

Source: VNDIRECT Research, Cenhomes.vn

CRE has restarted to distribute Vinhomes products
Vinhomes’s (VHM VN, Add) projects accounts for around 40% of the total real
estate annual supply in Hanoi in FY20-22F (about 18,000-23,000 units
launched p.a.), based on our estimates. This is the driving force that helps
Hanoi's real estate market maintain its growth momentum despite the current
legal difficulties in licensing real estate projects. However, VHM’s supply in the
Northern region comes mainly from two mega projects (Ocean Park – 21,000
units, and Smart City – 26,200 units), thus making it difficult for product
absorption.
With the leading position in the Northern region’s real estate brokerage, CRE
is scheduled to distribute VHM’s products from Jul 2020, helping solve a huge
supply coming to the market. Per CRE’s management, the agreement includes
cooperation with VHM and VHM’s associated companies (including
Techcombank, VPBank, MIK Group, Sumitomo...). As such, CRE has resumed
the distribution of VHM’s projects after a five-year gap.
CRE has announced a cooperation agreement with MIK Group, distributing
3,900 apartments of Imperia Smart City projects (located in Vinhomes Smart
City project). In addition, Cen Saigon has also announced a distribution
contract for the first 100 apartments in Vinhomes Grand Park project (HCM –
VHM).
Besides these Ocean Park and Smart City large-scale projects, VHM’s land
bank and project portfolio in Hanoi in the next five years totals 5,465ha
(including 1,330ha at Wonder Park and 3,173ha at Co Loa). We expect VHM’s
product distribution will help CRE sustain its leading position in the Northern
property brokerage market, with a market share of 45-48% over the next five
years.

www.vndirect.com.vn
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Figure 12: VHM’s products accounts for 40% of new supply in Hanoi’s real estate market in
FY21-22F (units)

Source: VNDIRECT Research, Vietnam National Real Estate Association, VHM

TAPPING INTO NEW BUSINESSES
Secondary property investment helps CRE to boost FY21-23F growth
With experience in distributing real estate projects, CRE started to invest or
cooperate in real estate development. The company started to recognise
revenue from the secondary real estate business in FY18. We observe that this
segment will contribute significantly to CRE’s earnings growth as the company
can record partially or fully a contract value in its revenue, depending on the
contract’s terms with developers, instead of only receiving brokerage
commission fees (3%-10% of the contract value).
Legal issues are currently a major obstacle to real estate project developers in
Vietnam. To minimise the risk, CRE has decided to invest only in projects
where the legal procedures and basic construction have been completed.
However, the company’s gross profit margin of real estate transfer is often
below the level recorded by investors such as VHM, NLG, KDH and DXG
(VHM’s gross profit margin was low in FY18 when it delivered the apartments
with a less favourable direction at Central Park and Golden River projects, while
its Landmark 81 project construction cost was higher than average).

www.vndirect.com.vn
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Figure 13: CRE has decided to invest only in projects where the
legal procedures and basic construction have been completed

Figure 14: CRE's secondary investment gross profit margin is lower than
its peers

Source: VNDIRECT Research

Source: VNDIRECT Research, Company reports

CRE has booked revenue from its investment projects since 2018. Thanks to
CRE’s role in direct distribution, its portfolio of secondary investment projects
has a strong absorption rate. These projects include K-Park, Khai Son City,
International Overseas Vietnamese Village, the Central Thanh Hoa and Vuon
Sen.
Figure 15: K-Park (Ha Dong – Hanoi, handover in 2018)

Source: VNDIRECT Research, Company reports

Figure 16: Khai Son City (Long Bien - Hanoi, handover in 2018-19)

Source: VNDIRECT Research, Company reports

Current project portfolio to guarantee secondary investment profit in
FY20F despite the COVID-19 impacts
We estimate the revenue of secondary investment segment to rise 5.2% yoy to
VND1.052bn in FY20F, mainly from the Vuon Sen project (Bac Ninh province),
The Central project (Thanh Hoa province) and the International Overseas
Vietnamese Village and Dolphin projects (Hanoi). In addition, other major
projects contributing significantly to CRE’s revenue this year include
Eurowindow, Louis City, HH1-HH4 and Golden Hill.

www.vndirect.com.vn
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Figure 17: CRE’s secondary investment projects to be recognised in FY21-22F
Figure 17.1: Vuon Sen urban area (Bac Ninh province)

● Located in Tu Son Town (Bac Ninh, slated to be updated to city
in 2027F), only 17km from Hanoi’s centre, near major roads
such as National Road 1A, 1B, Provincial Highway 295B ...
● Project scale: 17ha. Diversified system of utilities (schools,
parks, stadiums, swimming pools...)
● Product: 410 plots, planning for construction of 77 commercial
shop houses and 333 land plots.
● Project progress: Completed legal procedures, site clearance,
built 38,886 sq m.
● Construction density: 28.8%
● More than 80% of the land plot has been sold, revenue
recorded in FY19-20F.
● Competitive selling price in vicinity areas, about VND2035m/sq m.
Source: VNDIRECT Research, Company reports
Figure 17.2: Hai Phong International Overseas Vietnamese Village

● Located near Lach Tray River, 2km from Hai Phong city
centre, 5km from Cat Bi airport and Hai Phong port.
●
●
●
●
●
●

Project scale: 9.23ha
Product: 189 shop houses and villas
Project progress: Completed construction
Construction density: 55.3%
Sold 26/45 units, expected to record revenue in FY19-21F.
Selling price is about VND6bn-VND8bn/unit

Source: VNDIRECT Research, Company reports
Figure 17.3: The Central Thanh Hoa

● Located on Cao Son road of the Thanh Hoa city centre
● Project scale: 1.1ha
● Product: 73 villas and shop houses; floor area of about 75120sq m/unit
● Project progress: Completed
● Sold 72 units, expected to record revenue in FY19-20F.

Source: VNDIRECT Research, Company reports

Secondary investment to be CRE’s strong growth driver in FY21-23F
Secondary investment’s revenue in FY21F will jump 30.7% yoy to VND1,376bn
thanks to several factors. Firstly, since the COVID-19 epidemic has affected
the real estate market, which has already been facing difficulties in the last two
years, we think this can serve a good opportunity for CRE to step up its
screening activities and invest in good projects at low costs. Secondly, CRE
could participate in secondary investment in VHM’s projects, apart from its
traditional project distribution activities. The project portfolio expected in FY2123F includes more than 10 projects, in which investment steps will be taken,
including the one directly conducted by Cen Invest, a subsidiary of Cen Group,
www.vndirect.com.vn
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and those cooperated with other investors such as Dabaco (DBC VN HOSE,
Hold), TMS (TMS, VN HOSE, Not rated) and VHM.
Figure 18: Forecasts of CRE’s secondary investment segment in FY20-21F (VNDbn)

Source: VNDIRECT Research, Company reports

Postponement of the merger plan with Cen Invest
Cen Invest specialises in real estate project development, ranging from finding
land to implementing legal procedures to developing projects. Meanwhile, CRE
does not directly own the land but only distributes or contributes investment
fund (and recognises real estate transfer revenue) in projects developed by
Cen Invest. In CRE’s 2019 AGM, the issue of merging Cen Invest was
discussed, but the plan was postponed due to unfavourable real estate market
conditions.
CRE’s management also said the company did not plan to merge with Cen
invest in the next couples of years to protect the interests of CRE’s
shareholders. However, CRE can still participate in investment cooperation
with Cen Invest in the projects that the latter is investing (total investment is
worth about VND8tr), thereby able to support CRE’s revenue of secondary
investment in the coming year.
Cen Invest contributed 7.7% to CRE's revenue in FY2019. Besides, CRE also
recorded VND499.8bn of payment deposits for Cen Invest on secondary
investment, accounting for 76.4% of its total long-term receivables at endFY19.
Figure 19: Cen Group organisational structure

Source: VNDIRECT Research, Company reports
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Develop new property products to complete CRE's ecosystem
Cen Cuckoo - logistics service
CRE will develop the Cen Cuckoo brand that will manage logistics service for
foreign experts coming to work in foreign direct investment (FDI) projects in
Vietnam. Currently, CRE has prepared the first 2,000 products to be marketed
as serviced apartments.
Cen X space - Co-working space
In Apr 2019, CRE launched the Cen X Space – a co-working space model,
taking advantage of Vietnam’s strong start-ups. Besides, Cen X Space is
expected to help the company form the relationship with trading floors and
authorised distributors of CRE real estate products.
Figure 20: Cen Cuckoo brand aims to develop serviced apartment
model

Source: VNDIRECT Research, Company reports

Figure 21: Co-working space model with Cen X space brand

Source: VNDIRECT Research, Company reports

Cen Zone – industrial property brokerage platform
CRE’s management revealed that this year the company would launch a new
brand called Cen Zone, an industrial property brokerage platform, to link with
300 industrial zones across the country. Given CRE’s comprehensive
relationship with many investors and enterprises, and the experience of
operating real estate trading floors, we expect CRE to succeed with the new
businesses, especially amid the wave of production shift to Vietnam when
demand for industrial zone real estate has increased significantly.
However, we have cautiously not reflected the contribution of new CRE
products (Cen Cuckoo and Cen Zone) in the current model in order to further
verify the effectiveness of these businesses in the coming time.

www.vndirect.com.vn
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Figure 12: Launched in early Jul 2020, Cen Zone - Industrial Real Estate Trading Floor will connect to about 300 industrial zones in Vietnam

Source: VNDIRECT Research, Company reports

HEALTHY BALANCE SHEET
Healthy balance sheet with low financial leverage and improved
operational efficiency
CRE maintains a debt/equity ratio lower than peers, thanks to 1) the company’s
focus on brokerage activities, which requires less investment fund than
developing real estate projects, and 2) CRE’s selectiveness in its secondary
investment segment that only invests and contributes fund to projects which
have completed legal procedures and are expected to get speedy returns,
helping the company maintain a good cash conversion cycle. We think that the
low leverage ratio is an advantage of CRE in controlling its financial status,
especially in the context that the real estate industry has been severely affected
by the pandemic.
Previously, CRE increased its current liabilities to over VND170bn to support
working capital for secondary investment activities (long-term collateral and
deposits), resulting in a negative cash flow from operations (CFO) of
VND366bn in FY2018. However, the CFO quickly recovered in FY19, rising to
VND155bn, thus helping CRE pay off these current liabilities.

www.vndirect.com.vn
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Figure 23: CRE’s financial leverage

Figure 24: Long-term collateral, deposits and cash flow from
operations (VNDbn)

Source: VNDIRECT Research, Company reports

Source: VNDIRECT Research, Company reports

We forecast that CRE's debt/equity ratio will increase to 9.3% by 2021F, in line
with secondary investment revenue growth of 30.7% yoy.
Although CRE’s cash conversion cycle improved significantly in FY2019,
reaching 239 days, against 304 days in FY2018, it was still much higher than
the 65 days recorded in 2016, when CRE had no revenue from secondary
investment. We believe that secondary investment can bring great potential in
boosting revenue and profit for CRE, but it will also mean higher funding
demand in FY21-23F.
Figure 25: CRE's Debt/Equity ratio is lower than peers during 20172Q20

Source: VNDIRECT Research, Company reports

www.vndirect.com.vn

Figure 26: CRE’s cash conversion cycle (days)

Source: VNDIRECT Research, Company reports
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CRE’s brokerage profit margin is behind that of leading company-DXG
CRE’s brokerage gross profit margin stood at 37.0% in FY2019, far below
DXG’s rate of 82.8%. We think the large gap is due mainly to differences in
their accounting methods, where CRE’s selling expenses/revenue ratio was
only a quarter of that of DXG in FY2019.
Figure 27: CRE's real estate brokerage gross profit margin is only
half that of DXG

Source: VNDIRECT Research, Company reports

www.vndirect.com.vn

Figure 28: The selling expenses/revenue ratio of CRE is much lower
than that of DXG

Source: VNDIRECT Research, Company reports
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WE FORECAST NET PROFIT GROWTH TO IMPROVE FROM FY21F
ONWARDS
1H20 business results update
Figure 29: Lower 1H20 earnings due to the impacts of Covid-19 pandemic
VNDbn

2Q20

2Q19

% yoy

1H20

1H19

% yoy

430

656.6

-34.5%

704.6

1,044.10

-32.5%

Brok erage

289.5

356.2

-18.7%

510.5

667.9

-23.6%

Secondary investment

136.8

260.6

-47.5%

183.4

313.1

Revenue

The launch of real estate projects was delayed due
to the impact of the Covid-19 pandemic.
Secondary investment revenue mainly comes from
-41.4% the rest at Vuon Sen, The Central and Hai Phong
Overseas Vietnamese Overseas Projects.
-13.7% Two segments were heavily affected by the social
-95.0% quarantine regulations during Covid-19 pandemic.

Office leasing

1.9

5.9

-67.7%

8.0

9.3

Advertising, event organization

1.8

33.9

-94.7%

2.7

53.8

Gross profit

184.8

200.7

-7.9%

292.1

349.6

Brok erage

184.2

149.2

23.5%

265.3

266.6

-0.5%

2.8

38

-92.7%

28.5

56.3

-49.3%

-3

3.8

-177.7%

2.1

6.3

-66.0%

0.8

9.6

-91.7%

1.1

20.4

-94.7%

Secondary investment
Office leasing
Advertising, event organization

SG&A expense

Comment

-16.4%

CRE started promoting marketing campaigns from
4Q19. In addition, CRE made some cost
22.9% adjustments at cost of goods sold to selling
expenses due to accounting requirements, thereby
making this cost increase 22.9% yoy.
-31.7%

64.2

53.7

19.6%

120.2

97.8

120.6

147

-18.0%

171.9

251.8

1.7

7.9

-78.7%

3.9

12.2

-67.9%

Pre-tax profit

123.5

139.1

-11.2%

177.9

239.4

-25.7%

After tax profit

97.3

111.3

-12.6%

139.5

191.3

-27.1%

Net profit

90.1

110.7

-18.6%

133.4

189.9

-29.8%

EBIT
Interest expense

Gross profit margin
Brok erage
Secondary investment
Office leasing
Advertising, event organization

43.0%

30.6%

12.4% pts

41.5%

33.5%

8.0% pts

63.6%

41.9%

21.8% pts

52.0%

39.9%

12.1% pts

2.0%

14.6% -12.6% pts

15.6%

18.0%

-2.4% pts

-156.2%

64.9% -221.1% pts

26.4%

67.1% -40.7% pts

44.1%

28.3%

15.9% pts

40.1%

38.0%

2.1% pts

SG&A as % of revenue

14.9%

8.2%

6.8% pts

17.1%

9.4%

7.7% pts

EBIT margin

28.0%

22.4%

5.7% pts

24.4%

24.1%

0.3% pts

Net profit margin

21.0%

16.9%

4.1% pts

18.9%

18.2%

0.7% pts

Source: VNDIRECT Research, Company reports

We forecast CRE's net profit in FY20F to rise 5.3% yoy, before recording
a 26.3% yoy growth in FY21F
In 1H20, all of CRE business segments were affected by the pandemic.
However, based on the number of contracts signed in CRE's existing
secondary distribution and investment projects, we believe the company will
post a positive profit growth in FY20F, with the bottomline rising 5.3% yoy to
VND409.5bn.
For FY21F, we expect CRE's revenue and net profit to jump significantly by
22.8% and 26.3% yoy, respectively, thanks to 1) a 17.3% yoy rise in brokerage
revenue boosted by VHM project portfolio, and 2) a 30.7% yoy jump in
secondary investment revenue, rising to VND2.994bn, mainly from
contributions of new projects in various locations such as Hanoi, Thai Binh,
Vinh Phuc, Bac Ninh, Da Nang and Binh Duong, in which CRE is expected to
invest wholly or partially a total value of more than VND8tr.

www.vndirect.com.vn
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Figure 30: The pandemic will slow CRE's profit growth in FY20F, before a strong rebound in
FY21F

(VNDbn)

2019A

Revenue

2020F

% yoy

2021F

5.4%

2,994.4

% yoy

2,312.4

2,437.4

Secondary investment

1,000.4

1,052.3

5.2%

1,375.6

30.7%

Brok erage

1,277.2

1,336.5

4.6%

1,567.7

17.3%

27.4

28.0

2.0%

29.4

5.0%

2.0%

Advertising, event organization
Office leasing

22.8%

20.2

20.6

764.9

802.0

Secondary investment

275.6

299.2

8.5%

396.5

32.5%

Brok erage

472.0

487.8

3.3%

580.1

18.9%

6.8

9.8

45.0%

10.3

5.0%

Gross profit

Advertising, event organization

4.8%

21.7

5.0%

995.5

24.1%

Office leasing

10.5

5.2

-50.7%

8.7

68.0%

SG&A expense

241.7

293.1

21.2%

349.1

19.1%

EBIT

510.4

508.9

-0.3%

646.3

27.0%

22.2

4.8

-78.3%

2.9

-40.0%

Pre-tax profit

491.2

502.6

2.3%

641.4

27.6%

After tax profit

392.7

402.1

2.4%

513.1

27.6%

Net profit

388.8

398.1

2.4%

509.1

27.9%

32.9%

-0.2%

Interest expense

Gross profit margin

33.1%

Secondary investment

27.6%

28.4%

Brok erage

37.0%

Advertising, event organization

24.6%

Office leasing

33.2%

0.3%

0.9%

28.8%

0.4%

36.5%

-0.5%

37.0%

0.5%

35.0%

10.4%

35.0%

0.0%

51.7%

25.0%

-26.7%

40.0%

15.0%

SG&A as % of revenue

10.5%

12.0%

1.6%

11.7%

-0.4%

EBIT margin

22.1%

20.9%

-1.2%

21.6%

0.7%

Net profit margin

17.0%
16.5%
-0.5%
17.1%
0.8%
Source: VNDIRECT Research, Company reports

VALUATION
Initiate with ADD and target price of VND22,000
We highly evaluate CRE's position in the Northern real estate brokerage
market, in addition to the company's management vision in finding high quality
and liquid secondary investment projects. We use two valuation methods P/E
and P/B with an equal weighting to derive a target price for CRE at VND22,000.
Since its HOSE listing, CRE has traded at an average P/E of 5.4x and P/B of
1.3x.
Re-rating catalyst is a larger-than-expected scale of the company’s secondary
investment contracts. Downside risks include a prolonged pandemic, which will
have an impact on brokerage activities and the launch of real estate projects.
Figure 31: P/E method, key inputs, based on our estimates

EPS 2020
Industry average multiple
Premium
Target multiple
Impled value per share (VND)

Figure 32: P/B method, key inputs, based on our estimates

4,511
10.5
-52.3%
5.0
22,554
Source: VNDIRECT Research

www.vndirect.com.vn

Book value 2020
Industry average multiple
Premium
Target multiple
Impled value per share (VND)

26,922
1.5
-45.9%
0.8
21,538
Source: VNDIRECT Research
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Figure 33: Blended target price, based on our estimates

Impled value per
share (VND)

Method

Weight (%)

Weighted price
(VND)

P/E

22,554

50%

11,277

P/B

21,538

50%

10,769

Target price (VND, rounded)

22,000
Source: VNDIRECT Research

Figure 34: Peer comparison
Company

Ticker

Khang Dien House Trading and Invt JSC

KDH

Van Phu - Invest Investment JSC

VPI

Nam Long Investment Corp
Hai Phat Investment JSC

Price
(VND)

Recom.

Target Mkt cap
price (VNDbn)

3-year EPS
CAGR (%)

TTM P/E
(x)

Curr
TTM
TTM Debt /
P/B ROE (%) ROA (%) Equity

Add

24,750

28,300

12,983

18.7

12.1

1.7

15.4

8.9

10.2

na

42,200

na

6,752

170.4

13.2

2.7

21.3

5.9

158.4

NLG

Add

25,600

39,600

6,392

32.3

7.7

1.2

17.3

7.9

14.0

HPX

na

27,000

na

6,210

17.7

13.9

2.1

14.7

5.9

67.2

Dat Xanh Group JSC

DXG

na

9,600

na

4,980

19.1

5.7

0.7

11.3

3.8

47.7

Thuduc Housing Development Corp

TDH

na

8,310

na

780

6.7

10.3

0.4

5.9

2.1

48.5

Average

6,350

44.1

10.5

1.5

14.3

5.7

57.7

Median

6,301

18.9

11.2

1.5

15.1

5.9

48.1

1,528

(1.7)

4.6

0.8

18.6

12.4

4.4

Century Land JSC

CRE

Add

19,100

22,000

Source: VNDIRECT Research, BLOOMBERG, DATA AS AT 05 Aug 2020

RISKS
The risk of COVID-19 returning affects brokerage activities and the launch
of real estate projects
Real estate supply is influenced by the following factors: 1) the licensing
process for real estate projects continues to linger, and there is no improvement
in the short term, and 2) brokerage activities and new real estate projects had
faced delays during the social distancing period.
As a result, new real estate supply in Hanoi and HCMC (including apartments
and landed property) recorded sharp declines in 1Q20, at 88.4% yoy and
15.5% yoy respectively.
Figure 35: Hanoi’s real estate supply plunged 88.4% yoy in 1Q20

Source: VNDIRECT Research, CBRE

www.vndirect.com.vn

Figure 36: HCMC’s real estate supply fell 15.5% yoy in 1Q20

Source: VNDIRECT Research, CBRE
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Based on the Ministry of Construction's 1Q20 real estate market report, about
80% of Vietnam's real estate trading floors closed or suspended operations due
to both buyers resisting transactions and the absence of newly launched
projects during the pandemic. Therefore, the industry’s recovery process will
be significantly hit when the 2nd wave of the pandemic emerges.
However, we believe this risk will not affect CRE too much. For the long-term,
the pandemic will help elevate CRE’s position in the industry, because 1) large
enterprises with substantial financial resources such as CRE can cope during
the challenging times, and 2) social distancing rules can help strengthen
information search and online real estate transactions, which is CRE’s
advantage against competitors.

www.vndirect.com.vn
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APPENDIX : THE REAL ESTATE MARKET IN 2Q20
CÁC BIỂU ĐỒ CH ÍNH

2Q20 HCMC condo transactions
With social distancing imposed nationwide in Apr 2020
and the pandemic’s negative impacts, new offers of
apartments in HCMC hit a four-year low. In 2Q20, the
volume on offer totalled 1,644 units from seven projects,
a drop of 54% qoq and 60% yoy.
The number of apartments sold was lower than the
number of newly launched apartments in 2Q20, with sold
units of 1,581 units, corresponding to an absorption rate
of 96.2%.
In 1H20, the HCMC market had 5,250 units launched and
5,338 units sold, down 38.6% yoy and 49.1% yoy,
respectively.

SOURCE: VNDIRECT Research, CBRE

2Q20 Hanoi condo transactions
In 2Q20, approximately 5,600 units were launched in
Hanoi, bringing the total new launch in 1H20 to around
7,200 units, a drop of 65% yoy. Though the new launch
supply in 1H20 declined significantly yoy due to the
pandemic disruption, the new launch in 2Q20 alone nearly
tripled that in the previous quarter, a sign of recovery in
sales activities.
Sales momentum was relatively positive in 2Q20 as
compared to 1Q20, with more than 5,100 units sold,
nearly 2.5 times above 1Q20. Diversification in
distributing channels (online channels combined with
direct marketing via sales events etc.) has boosted the
sales during the quarter.
In 1H20, the Hanoi market sold 7,200 units, down 55.8%
yoy (when sales began for the next part of mega projects
Vinhomes Ocean Park and Vinhomes Smart City).

SOURCE: VNDIRECT Research, CBRE

HCMC condo, primary price (US$ psm)
Mid-end selling prices increased slightly by 1% qoq
thanks to the subsequent phase of successful projects in
1Q20 such as Citi Grand and West Gate Park. This
segment also recorded the highest price growth, at 10%
yoy. Meanwhile, other segments’ prices were stable from
the previous quarter, and 4%-6% higher than the same
period last year.

SOURCE: VNDIRECT Research, CBRE

www.vndirect.com.vn
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Hanoi condo, primary price (US$ psm)
Mid-end products from township developments saw
higher selling prices over the time thanks to better
amenities, landscape and infrastructure. The segment
witnessed the highest yoy growth of 4% among
segments.
No major changes in pricing is forecast in 2H20F since
new supply is heavily dominated by the mid-end segment
and a fierce competition in this segment makes it harder
for prices to escalate.

SOURCE: VNDIRECT Research, CBRE

2Q20 HCMC office transactions
Though the HCMC office market took no significant
impacts from the COVID-19 pandemic in 1Q20, it started
to see more vivid reactions from tenants in 2Q20 as their
1H20 revenues plunged. With many tenants going
through a period of economic uncertainty, some were
forced to return all or part of their office space.
With no new supply in HCMC office market in 2Q20
(supply stood at 1,370,814 sq m NLA), new leasable
office area in FY19 and 1Q20 have not been fully
absorbed. Many tenants have been planning to either
contract their office space in current buildings or relocate
to buildings with lower cost, located at the edge of the
CBD or sub-urban areas. Thus, Grade-A buildings were
affected stronger than Grade-B buildings. Grade A
vacancy increased by 1% pts qoq to 11.8%, while Grade
B vacancy decreased by 0.9% pts to 4.7%.

SOURCE: VNDIRECT Research, CBRE

2Q20 Hanoi office transactions
Total net absorption in 2Q20 of Hanoi’s office market fell
by around 17,000 sq m qoq, most of which was in Grade
B, with a 15,000 sq m contraction. Due to tenants’
contraction, the vacancy rates of both the Grades
increased in 2Q20. Grade A vacancy increased 0.4% pts
qoq to 7.6%, while Grade B vacancy rose 1.7% pts qoq to
11.0% as at end-2Q20.
Total Hanoi office supply in 2Q20 stood at around
1,380,000 sq m NLA given the absence of newly
completed projects. 2H20F expects to welcome new
major projects totalling 160,000 sq m of new supply.
Therefore, the vacancy rates of Hanoi’s office market are
expected to increase to 15%-20% in both Grades.
SOURCE: VNDIRECT Research, CBRE

www.vndirect.com.vn
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HCMC office, asking rent price (US$/sq
m/month)
Due to a stronger impact from the pandemic, the average
rent of Grade A was US$44.4sq m/month, down 4.9%
yoy. Meanwhile, Grade B had a stable performance,
especially buildings with rents of less than US$30.0 sq
m/month. Grade B rent rose 7.4% yoy to US$25.3 sq
m/month, following the introduction of some new buildings
from the previous quarters with good quality and rents
above the market average, such as Sonatus Building and
Friendship Tower.
Construction of new office buildings in HCMC is under
way and more than 70,000 sq m NLA are expected to
complete by year-end. Therefore, HCMC office rental rate
is expected to shrink 8%-10% yoy (compared with the
expected drop in regional countries of 8%-15%) and the
vacancy rate will increase 7-9% pts yoy by end-FY20 due
to new supply and the pandemic impacts.

SOURCE: VNDIRECT Research, CBRE

Hanoi office, asking rent price (US$/sq
m/month)
In terms of asking rent, both Grade A and Grade B
buildings rents remained relatively flat against the
previous quarter. As at 2Q20, the average asking rents of
Grade A office were US$26.2/sq m/month, down 0.2%
qoq and 0.9% yoy. Grade B office’s asking rents averaged
US$14.2/sq m/month, down 0.9% qoq and 0.4% yoy.

SOURCE: VNDIRECT Research, CBRE

SOURCE: VNDIRECT Research, CBRE
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Financial statement
Income statement
(USDbn)
Net revenue
Cost of sales
Gen & admin expenses
Selling expenses
Operating profit
Operating EBITDA
Depreciation and amortisation
Operating EBIT
Interest income
Financial expense
Net other income
Income from associates & JVs
Pre-tax profit
Tax expense
Minority interest
Net profit
Adj. net profit to ordinary
Ordinary dividends
Retained earnings

12-19A
2,312
(1,560)
(191)
(51)
510
490
21
510
5
(25)
1
0
491
(98)
(4)
389
389
0
389

12-20E
2,437
(1,635)
(241)
(52)
509
475
34
509
4
(11)
1
0
503
(101)
(4)
398
398
(80)
318

12-21E
2,994
(1,999)
(288)
(61)
646
602
45
646
4
(11)
2
0
641
(128)
(4)
509
509
(80)
429

Key ratios
Dupont
Net profit margin
Asset turnover
ROAA
Avg assets/avg equity
ROAE
Efficiency
Days account receivable
Days inventory
Days creditor
Fixed asset turnover
ROIC
Liquidity
Current ratio
Quick ratio
Cash ratio
Cash cycle
Growth rate (yoy)
Revenue growth
Operating profit growth
Net profit growth
EPS growth

12-19A

12-20E

12-21E

16.8%
0.92
15.5%
1.52
23.6%

16.3%
0.83
13.6%
1.46
20.0%

17.0%
0.86
14.7%
1.45
21.3%

227.2
33.1
21.7
11.82
19.6%

211.6
40.1
35.7
9.25
17.5%

210.6
36.6
35.6
9.53
18.6%

2.3
2.1
0.2
238.6

2.3
2.1
0.6
216.0

2.4
2.2
0.6
211.5

37.1%
27.6%
23.3%
(22.9%)

5.4%
(0.3%)
2.4%
2.4%

22.8%
27.0%
27.9%
27.9%

Source: VNDIRECT Research

www.vndirect.com.vn

22

VNDIRECT Research

DISCLAIMER
This report has been written and distributed by Research Department, VNDIRECT Securities Corporation. The information
contained in this report is prepared from data believed to be correct and reliable at the time of issuance of this report. Unless
otherwise stated, this report is based upon sources that VNDIRECT considers to be reliable. These sources may include but are
not limited to data from the stock exchange or market where the subject security is listed, or, where appropriate, any other market.
Information on the company(ies) are based on published statements, information disclosure and announcements of the
company(ies), and information resulting from our research. VNDIRECT has no responsibility for the accuracy, adequacy or
completeness of such information.
All estimates, projections, forecasts and expression of opinions contained in this report reflect the personal views and opinions of
the analyst(s) responsible for the production of this report. These opinions may not represent the views and position of VNDIRECT
and may change without notice.
This report has been prepared for information purposes only. The information and opinions in this report should not be considered
as an offer, recommendation or solicitation to buy or sell the subject securities, related investments or other financial instruments.
VNDIRECT takes no responsibility for any consequences arising from using the content of this report in any form.
This report and all of its content belongs to VNDIRECT. No part of this report may be copied or reproduced in any form or
redistributed in whole or in part, for any purpose without the prior written consent of VNDIRECT.

RECOMMENDATION FRAMEWORK
Stock Ratings

Definition:

Add

The stock’s total return is expected to reach 15% or higher over the next 12 months.

Hold

The stock’s total return is expected to be between negative 10% and positive 15% over the next 12
months.

Reduce

The stock’s total return is expected to fall below negative 10% over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and
the current price and (ii) the forward net dividend yields of the stock. Stock price targets have an investment horizon of 12
months.
Sector Ratings

Definition:

Overweight

An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive
absolute recommendation.

Neutral

A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute
recommendation.

Underweight

An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative
absolute recommendation.
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