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We maintain our HOLD recommendation for DPM, as we expect
that its urea production segment will underperform amid rising oil
prices. We reduced our target price to VND24,500/share in order
to reflect DPM’s lower-than-expected 9M 2017 ASP. A possible
change in the VAT policy could be an additional catalyst for the
company if it materializes, and there is also potential for further
upside for DPM if its NPK sales exceed our projections.

Mai Pham Le

Price Close

Neutral

Valuation

35.5%
Source: VNDIRECT

The company’s gross margin continued to decline in 9M 2017 due
to the increase in oil prices. The company slightly increased its ASP
by 2.5% YoY, yet this was not enough to offset the 35% YoY surge in
gas input prices. This increase led to a 6.4% contraction in its gross
margin. This resulted from the 50% surge in fuel oil prices in Singapore,
which is used as the benchmark to calculate DPM’s gas input price. As
a result, the company’s 9M 2017 net profit only reached VND592bn,
declining by 40.2% YoY.
The company’s NPK-NH3 expansion project could be a long-term
growth driver. DPM plans to do a trial run for its NPK chemical
technology plant at the end of November, and for this plant to begin
operating in the beginning of 2018. Given the limited room for growth
in the urea segment, its 18% revenue growth in 2018 will mainly come
from the contribution of its NPK segment (estimated at VND2.2trl).
However, its earnings growth will not likely be as impressive due to the
high fixed costs and interest expenses. We forecast that the company’s
net revenue and net profit for 2018 will reach VND10,092bn (+18%
YoY) and VND593bn (-21% YoY), respectively, assuming that its NPK
plant will operate at 70% of capacity.
We reduced our target price by 4% to VND24,500/share, as our
forecast for its urea ASP this year is now 4% lower. We now
forecast that the company’s 2017 EPS will reach VND1,914/share,
resulting in a 2017 forward P/E of 11.3x. This is considerably higher
than the company’s historical 4-year average trailing P/E of 8.0x. We
maintain a HOLD recommendation for DPM, given the poor prospects
of the urea segment due to the likely increase in the price of oil, and
the fact that growth from its new business lines will not fully kick in until
later years. However, we believe that the potential news regarding the
VAT policy change, and PVN’s divestment from DPM, could be positive
price catalysts in the future.
Financial summary (VND)
Net revenue (bn)
Revenue growth
Gross margin
EBITDA margin
Net profit (bn)
Net profit growth
Recurring profit growth
Basic EPS
Adjusted EPS
BVPS
ROAE

12-15A
9,765
2.3%
32.3%
22.0%
1,488
35.8%
31.1%
3,917
3,329
21,988
17.4%

12-16A
7,925
(18.8%)
30.2%
20.7%
1,141
(23.3%)
(23.3%)
2,929
2,490
20,581
13.9%

12-17E
12-18E
8,562
10,092
8.0%
17.9%
24.9%
21.4%
14.0%
14.4%
749
593
(34.3%)
(20.9%)
(34.3%)
(20.9%)
1,914
1,514
1,627
1,287
20,495
20,009
9.3%
7.5%1
Source: VNDIRECT
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3Q 2017 Results Update
The company’s 3Q 2017 net revenue rose by 16% YoY after two
sluggish quarters, which mainly resulted from the 14% YoY surge in
sales volume following favorable weather conditions and its
aggressive sales efforts. The company’s ASP also recovered mildly in
September 2017, which was in line with the recovery in global urea
prices. This recovery was driven by new tenders from India and
consistent low exports from China.
Figure 1: International and Domestic Urea Prices
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However, the company’s gross margin continued to decline in
Q3, reaching 22.5% in 3Q 2017 compared to 26.8% in 3Q 2016 and
25.8% in 2Q 2017. The decline of DPM’s gross margin resulted from
the sharp increase in gas input prices, which is linked to the fuel oil
(FO) price traded in Singapore’s market. The average FO price rose
27.9% YoY in 3Q17, leading to a 21.2% rise in its gas input price.
DPM’s 3Q17 net profit consequently declined by 40% YoY to
VND138bn, despite its strong top line recovery.
DPM’s net revenue reached VND6,463bn (+3.5% YoY) during 9M
2017, attributable to strong growth in 3Q. However, its net profit fell
to VND592bn (-40.2% YoY) following the continuous increase in gas
input prices (+35.4% YoY) and higher operating expenses (+9.9%
YoY).
2017-2018 Prospects

Figure 2: Average Crude Oil Forecast
(US$/bbl)
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We expect for 4Q17 sales to be low, as DPM will carry on a 1-month
periodic maintenance during this quarter and prepare for the operation
of its NPK-NH3 expansion facilities in 1Q 2018. This could prevent the
company from fully benefiting from the fourth quarter peak season
demand from the start of the winter-spring crops. Based on this, we
maintain our forecast of flat volume growth for this quarter and 2017,
equivalent to 180,000 tonnes of sales volumes in 4Q and a total of
825,000 tonnes this
Title:year.
The recovery inSource:
the price of urea might not be enough to offset
rising production costs. We expect that local urea prices will rise
moderately in 2018 (+1% YoY) due to recovering demand caused by
improved weather conditions and higher input costs (coal and natural
Please fill in the values above to have them entered in your report
gas prices). However,
the price of oil is forecasted to increase by 5.6%
in 2018 according to the World Bank, which would result in a further
tightening of DPM’s gross margin next year.
The NPK-NH3 expansion project will become the new revenue
driver in 2018. Given that the urea market is still recovering from a
2
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recent supply overhang, DPM’s diversification into high-quality NPK
products will be critical to sustain growth. The company currently
trades around 90-100,000 tonnes of imported NPK annually under the
brand Phu My. This will allow DPM to benefit from its well established
brand name and widespread distribution network, and to have an
advantage over competitors in the market. In addition, the company
will enjoy a 0% income tax rate for its NPK sales in 2018-2019,
followed by a 10% tax rate for the next four years.
However, we are concerned that DPM might not be able to utilize the
plant’s full capacity of 250,000 tonnes p.a. in the first few years of
operation. The NPK market is currently saturated with low-to-medium
quality products and it will take time for farmer’s purchasing
preferences to shift towards higher quality and complex products.
We project a 70% utilization rate for the NPK plant and a 40%
utilization rate for its NH3 expansion facility in 2018. We also project
that the average NPK price in 2018 will be 535 USD/tonne. This pricing
is similar to the pricing for the high end products of BFC, the leading
NPK producer in Vietnam. Because DPM has positioned its NPK
fertilizer in the premium segment, with products manufactured using
the most advanced technology in Vietnam, we believe that the high
pricing for its NPK fertilizer products is justifiable. From 2019 onwards,
we assume a fixed 3% growth rate in the price of NPK following a
recovery in the fertilizer sector and a 5% growth rate in the price of
NH3, resulting from rising oil prices.
These above assumptions for 2018 would result in losses in the first
year of operation due to high fixed costs combined with high interest
expenses. As the NPK plant approaches full capacity and consumption
of NH3 picks up in later years, the project could become profitable and
improve its margins. On another note, we do not discount the
possibility that the ramp-up of this product line and higher ASP could
result in these operations exceeding our forecast.
Figure 3: NH3-NPK complex projections
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Financial projections (VNDbn)
Revenue
Gross profit
EBIT
Net income**

2,193

2,773

3,395

3,800

141

298

468

530

78

230

279

159

219

(61)
(129)

(2)

*Volumes including the amount used for producing NPK
**Assuming SG&A equal to 3% of estimated revenue
Source: VNDIRECT

The Approval of a VAT policy change is a potential price catalyst
for DPM. In August 2017, the Ministry of Finance announced the Draft
law on the amendment of five tax laws, including the VAT law. Under
this draft law, fertilizers would be reclassified from tax-exempt goods
to goods taxed at a 5% or 10% VAT rate. The amendment will be
presented at the National Assembly meetings for approval in 2018 and
if it is successful, it will be effective from 2019.
The change in policy will allow fertilizer companies to have lower
COGS, higher gross margins and potentially to even have a stronger
cash flow from operations. Under the current VAT-exempt policy,

www.vndirect.com.vn
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companies do not pay output taxes, but are not returned the tax
amount they paid for their inputs. If fertilizers are moved to taxedgoods bracket, companies will then receive input tax deductions, which
will lower COGS and boost margins.
Although companies will receive tax deductions, fertilizer producers
will need to pay the government output tax, and often choose to pass
this cost on to customers, either wholly or partially. The net benefit
depends on companies’ ability to adjust selling prices, and large
producers like DPM and DCM that receive larger amounts of input tax
deductions will have more room to adjust selling prices to increase
their competitiveness in the market.
We estimate that DPM will be the biggest beneficiary of the VAT
change in the sector, saving VND290-300bn in its production
costs/year. Despite the high possibility of the VAT change being
approved, we have not yet factored this into our valuation, as there is
no visibility on when this will actually happen.
PVN’s divestment is scheduled for 2018. According to the
company’s representative, DPM is currently preparing two divestment
scenarios to present to PVN for approval: one scenario is the sale of
an 8.6% stake to reduce the state holding to 51%. The second
scenario calls for further state stake sell-downs to reduce PVN’s
ownership to below 51%, possibly to 20-25%. We will keep an eye out
for any progress or news on this front.
Valuation
Figure 4: DPM's TTM P/E during 2013-2017
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Source: VNDIRECT, Bloomberg

Because of the lower than expected ASP in 9M17, we have
lowered our full-year ASP forecast by 4%. However, we now expect
that its revenue from
trading activities will be higher than our initial
Title:
Source:
projections, offsetting
this decline. Hence, we forecast that its 2017 net
revenue will remain rather unaffected at VND8,562bn (+8% YoY, vs.
our previous forecast of VND8,524bn) but forecast that its net profit
will decline to VND749bn (-34% YoY, vs. our previous forecast of
in the
abovecontribution
to have them entered
in your report
VND1,043bn) as a Please
resultfillof
thevalues
higher
of low-margin
trading activities and higher SG&A expenses. Based on these
projections, the company’s 2017 EPS will be VND1,914/share,
implying a 2017 forward P/E of 11.3x, much higher than the trailing 4year average P/E of 8.0x.
For 2018, we expect that the company’s net profit will decline further
primarily due to an adjustment in the length of the depreciation period
of its NPK-NH3 project. According to DPM, the majority of expenses
will be depreciated over 10-12 years, leading to considerably higher
depreciation expenses than our previous forecast, which was based
on 20 years of depreciation. Therefore, its net profit in 2018 will be
largely affected by the increase in expenses.
In the upcoming period, the company’s gross margin for its urea
segment will likely be depressed further due to the higher gas input
prices, which will not be offset by an equal rise in ASPs. Therefore, we
maintain our HOLD recommendation for DPM, with investment
highlights including the company’s attractive dividend yield (which
should be sustainable given DPM’s large cash balance) and the
pending change in the VAT policy. Downside risks include oil prices
increasing higher than expected, bad weather in 2018 and harsher
market competition leading to weaker fertilizer demand and prices.
Recent news on December the 1st revealed the exclusion of DPM from
FTSE Vietnam Index, as the company no longer meets the index’s
liquidity requirements. The new index will be in effect from December

www.vndirect.com.vn
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15, which could trigger a temporary sell off that is unrelated to the
company’s fundamentals.
Figure 5: Forecast Revision
2017F
VNDbn
Urea volume ('000 tonnes)

Old

New

2018F
%∆

Old

New

%∆

825

825

0%

833

833

6,797

6,552

-4%

7,035

6,618

-6%

35

20

-43%

37

Trading fertilizer volumes
('000 tonnes)

301

360

20%

201

GPM of trading activities

4.8%

6.0% +120 bps

4.8%

Urea ASP (VND/kg)
NH3 volumes ('000 tonnes)

Note

0%

Urea price increase at the beginning of the year could not sustain for
long and 9M17 ASP was lower than our expectation.
We cut 2017 NH3 volumes as the company will reserve part of the
41
13%
extra NH3 produced for trial run of NPK plant.
10M volumes was already reported at 330 thousand tonnes, better
than our forecast, thanks to higher demand from the agriculture
240
19%
sector. 2018 volumes is lower than 2017 volumes to account for the
decrease in imported NPK, which will be replaced by in-house NPK.
Trading activities yielded 6.5% gross margin in 6M17 (vs. 4.5% in
6M16 and 4.8% in our forecast) thanks to higher ASPs and lower
6.0% +120 bps
cost of sales. Thus we expect a higher gross margin for 2017 and
2018 onwards.

Net revenue

8,524

8,562

0%

9,215

9,078

-1%

Gross profit

2,233

2,135

-4%

2,398

2,266

-6%

Selling expenses

748

813

9%

809

851

G&A expenses

511

557

9%

553

614

EBIT

1,099

765

-30%

1,168

694

-41%

EBT

1,273

915

-28%

1,313

749

-43%

Net profit

1,043

749

-28%

1,100

593

-46%

Basic EPS (VND/share)

2,665

1,914

-28%

2,810

1,514

-46%

Adjusted EPS (VND/share)

2,265

1,627

-28%

2,388

1,287

-46%

Total gross profit falls as the effect of lower urea and NH3 gross profit
overshadows the increase in trading gross profit, noted that urea and
NH3 account for over 90% of total gross profit. Higher contribution of
NPK products in 2018 would further depress GPM.

5% Adjusted to better reflect DPM's high expenses from sales activities
11% and market preparation for its new NPK products.

Source: VNDIRECT
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Valuation
Rolling P/E (x) (lhs)

EPS growth (rhs)

Rolling P/B (x) (lhs)

ROAE (rhs)

12.0

60%

1.50

24%

11.0

43%

1.40

21%

10.0

26%

1.30

19%

9.0

9%
1.20

16%

8.0

-9%

7.0

-26%

1.10

13%

6.0

-43%

1.00

11%

-60%

0.90
01-14A

5.0
01-14A

07-14A

01-15A

07-15A

01-16A

07-16A

01-17E

07-17E

Income statement
(VNDbn)
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
Taxation
Minority interests
Net profit
Adj. net profit to ordinary
Ordinary dividends
Retained earnings

12-16A 12-17E 12-18E
7,925
8,562 10,092
(5,529) (6,427) (7,933)
(735)
(813)
(851)
(499)
(557)
(614)
1,161
765
694
1,403
1,030
1,329
(242)
(265)
(635)
1,161
765
694
234
163
115
(14)
(28)
(77)
8
11
14
4
4
4
1,393
915
749
(228)
(150)
(144)
(24)
(16)
(12)
1,141
749
593
1,141
749
593
(2,312)
(783)
(783)
(1,171)
(34)
(190)

Balance sheet
(VNDbn)
Cash and equivalents
Short term investments
Accounts receivables
Inventories
Other current assets
Total current assets
Fixed assets
Total investments
Other long-term assets
Total assets
Short-term debt
Accounts payable
Other current liabilities
Total current liabilities
Total long-term debt
Other liabilities
Share capital
Retained earnings reserve
Shareholders' equity
Minority interests
Total liabilities & equity

12-16A 12-17E 12-18E
4,099
2,877
2,049
55
55
55
513
547
653
923
1,073
1,325
227
245
289
5,816
4,797
4,370
3,261
5,315
6,393
45
45
45
447
450
472
9,569 10,607 11,280
0
0
0
475
553
648
684
739
871
1,159
1,292
1,519
0
924
1,548
180
180
180
3,914
3,914
3,914
625
592
402
8,055
8,022
7,832
174
189
202
9,569 10,607 11,280

8%

07-14A

01-15A

07-15A

01-16A

07-16A

Cash flow statement
(VNDbn)
Pretax profit
Depreciation & amortisation
Tax paid
Other adjustments
Change in working capital
Cash flow from operations
Capex
Proceeds from assets sales
Others
Other non-current assets changes
Cash flow from investing activities
New share issuance
Shares buyback
Net borrowings
Other financing cash flow
Dividends paid
Cash flow from financing activities
Cash and equivalents at beginning of period
Total cash generated
Cash and equivalents at the end of period

01-17E

12-16A
1,393
242
(318)
613
(94)
1,836
(1,289)
0
30
256
(1,002)
114
0
(227)
0
(2,312)
(2,425)
5,690
(1,591)
4,099

07-17E

12-17E 12-18E
915
749
265
635
(150)
(144)
(3)
(8)
(67)
(166)
960
1,066
(2,309) (1,704)
0
0
(13)
(31)
0
0
(2,323) (1,735)
0
0
0
0
924
624
0
0
(783)
(783)
141
(159)
4,099
2,877
(1,221)
(828)
2,877
2,049

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
Share value
Basic EPS (VND)
BVPS (VND)

12-16A

12-17E

12-18E

14.4%
0.77
11.1%
1.25
13.9%

8.8%
0.85
7.4%
1.25
9.3%

5.9%
0.92
5.4%
1.38
7.5%

5.25
61.1
31.5
2.77
13.9%

4.94
60.9
31.4
2.00
8.2%

5.25
60.9
29.8
1.72
6.2%

5.02
4.22
3.58
34.9

3.71
2.88
2.27
34.5

2.88
2.01
1.39
36.4

(18.8%)
8.0%
17.9%
(35.7%) (34.1%)
(9.3%)
(23.3%) (34.3%) (20.9%)
(25.2%) (34.6%) (20.9%)
2,929
20,581

1,914
20,495

1,514
20,009

Source: VNDIRECT
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DISCLAIMER
The content of this report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by
and belongs to VNDIRECT Securities Corporation, and is distributed by CIMB pursuant to an arrangement between VNDIRECT Securities
Corporation and CIMB. VNDIRECT Securities Corporation is not an affiliate of CIMB.
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions
set forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any
failure to comply with these limitations may constitute a violation of law. This publication is being supplied to you strictly on the basis that it will
remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii)
redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of
CIMB.
The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report.
VNDIRECT Securities Corporation may or may not issue regular reports on the subject matter of this report at any frequency and may cease
to do so or change the periodicity of reports at any time. VNDIRECT Securities Corporation and CIMB are under no obligation to update this
report in the event of a material change to the information contained in this report. VNDIRECT Securities Corporation and CIMB have no, and
will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant, (ii) ensure that the
content of this report constitutes all the information a prospective investor may require, (iii) ensure the adequacy, accuracy, completeness,
reliability or fairness of any views, opinions and information, and accordingly, VNDIRECT Securities Corporation and CIMB, or any of their
respective affiliates, or its related persons (and their respective directors, associates, connected persons and/or employees) shall not be liable
in any manner whatsoever for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and
damages) of any reliance thereon or usage thereof. In particular, VNDIRECT Securities Corporation and CIMB disclaim all responsibility and
liability for the views and opinions set out in this report.
Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be
market data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any
other market. Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies),
information disseminated by regulatory information services, other publicly available information and information resulting from our research.
Whilst every effort is made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions
of opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of
the document in which they are contained and must not be construed as a representation that the matters referred to therein will occur. Past
performance is not a reliable indicator of future performance. The value of investments may go down as well as up and those investing may,
depending on the investments in question, lose more than the initial investment. No report shall constitute an offer or an invitation by or on
behalf of CIMB or VNDIRECT Securities Corporation or their respective affiliates to any person to buy or sell any investments.
CIMB and/or VNDIRECT Securities Corporation, their respective affiliates and related companies, their directors, associates, connected parties
and/or employees may own or have positions in securities of the company(ies) covered in this research report or any securities related thereto
and may from time to time add to or dispose of, or may be materially interested in, any such securities. Further, CIMB and/or VNDIRECT
Securities Corporation, their respective affiliates and its related companies do and seek to do business with the company(ies) covered in this
research report and may from time to time act as market maker or have assumed an underwriting commitment in securities of such
company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform significant investment
banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such investment, advisory or other
services from any entity mentioned in this report.
CIMB and/or VNDIRECT Securities Corporation or their respective affiliates may enter into an agreement with the company(ies) covered in
this report relating to the production of research reports. CIMB and/or VNDIRECT Securities Corporation may disclose the contents of this
report to the company(ies) covered by it and may have amended the contents of this report following such disclosure.
The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and
autonomously. No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific
recommendations(s) or view(s) in this report. The analyst(s) who prepared this research report is prohibited from receiving any compensation,
incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular
company. Information barriers and other arrangements may be established where necessary to prevent conflicts of interests arising. However,
the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the
performance of his/their recommendations and the research personnel involved in the preparation of this report may also participate in the
solicitation of the businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing,
among other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality,
available on request.
The term “VNDIRECT Securities Corporation” shall, unless the context otherwise requires, mean VNDIRECT Securities Corporation and its
affiliates, subsidiaries and related companies. The term “CIMB” shall denote, where appropriate, the relevant entity distributing or disseminating
the report in the particular jurisdiction referenced below, or, in every other case, CIMB Group Holdings Berhad ("CIMBGH") and its affiliates,
subsidiaries and related companies.
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Country
Hong Kong
India
Indonesia
Malaysia
Singapore
South Korea
Thailand

CIMB Entity
CIMB Securities Limited
CIMB Securities (India) Private Limited
PT CIMB Sekuritas Indonesia
CIMB Investment Bank Berhad
CIMB Research Pte. Ltd.
CIMB Securities Limited, Korea Branch
CIMB Securities (Thailand) Co. Ltd.

Retail Research Report

Regulated by
Securities and Futures Commission Hong Kong
Securities and Exchange Board of India (SEBI)
Financial Services Authority of Indonesia
Securities Commission Malaysia
Monetary Authority of Singapore
Financial Services Commission and Financial Supervisory Service
Securities and Exchange Commission Thailand

(i) As of 4 December 2017 VNDIRECT Securities Corporation has a proprietary position in the securities (which may include but not limited to
shares, warrants, call warrants and/or any other derivatives) in the following company or companies covered or recommended in this report:
(a) (ii) As of 4 December 2017, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities (which may
include but not limited to shares, warrants, call warrants and/or any other derivatives) in the following company or companies covered or
recommended in this report:
(a) This report does not purport to contain all the information that a prospective investor may require. CIMB and/or VNDIRECT Securities
Corporation or any of their respective affiliates does not make any guarantee, representation or warranty, express or implied, as to the
adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this report. Neither CIMB and/or
VNDIRECT Securities Corporation nor any of their respective affiliates nor its related persons shall be liable in any manner whatsoever for any
consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or
usage thereof.
This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB and its
affiliates’ clients generally and does not have regard to the specific investment objectives, financial situation and the particular needs of any
specific person who may receive this report. The information and opinions in this report are not and should not be construed or considered as
an offer, recommendation or solicitation to buy or sell the subject securities, related investments or other financial instruments or any derivative
instrument, or any rights pertaining thereto.
Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own
individual investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the
legal, business, financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in
this research report. The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors.
Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB Securities (Singapore) Pte. Ltd. and
CIMB Securities Limited. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of the
Corporations Act 2001 (Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other
person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and has
been prepared without taking into account the objectives, financial situation or needs of the individual recipient. CIMB Securities (Singapore)
Pte. Ltd. and CIMB Securities Limited do not hold, and are not required to hold an Australian financial services licence. CIMB Securities
(Singapore) Pte. Ltd. and CIMB Securities Limited rely on “passporting” exemptions for entities appropriately licensed by the Monetary
Authority of Singapore (under ASIC Class Order 03/1102) and the Securities and Futures Commission in Hong Kong (under ASIC Class Order
03/1103).
China: For the purpose of this report, the People’s Republic of China (“PRC”) does not include the Hong Kong Special Administrative Region,
the Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities
Regulatory Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing
information. The distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within
or outside of PRC to buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional
investors and may not be provided to any person other than the original recipient and may not be reproduced or used for any other purpose.
France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an
offer to subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial
instruments and it is not intended as a solicitation for the purchase of any financial instrument.
Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading
Act (WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here
at the time of the publication of the information.
The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that
neither the German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content
of this report.
Hong Kong: This report is issued and distributed in Hong Kong by CIMB Securities Limited (“CHK”) which is licensed in Hong Kong by the
Securities and Futures Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate
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finance) activities. Any investors wishing to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales
at CIMB Securities Limited. The views and opinions in this research report are not our own but of VNDIRECT Securities Corporation as of the
date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct
Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CHK has no obligation to update its opinion or the
information in this research report.
This publication is strictly confidential and is for private circulation only to clients of CHK.
CIMB Securities Limited does not make a market on other securities mentioned in the report.
India: This report is issued and distributed in India by CIMB Securities (India) Private Limited (”CIMB India") which is registered with SEBI as
a stock-broker under the Securities and Exchange Board of India (Stock Brokers and Sub-Brokers) Regulations, 1992, the Securities and
Exchange Board of India (Research Analyst) Regulations, 2014 (SEBI Registration Number INH000000669) and in accordance with the
provisions of Regulation 4 (g) of the Securities and Exchange Board of India (Investment Advisers) Regulations, 2013, CIMB India is not
required to seek registration with SEBI as an Investment Adviser.
The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from equity
stock broking and merchant banking of CIMB India and they have received compensation based upon various factors, including quality,
accuracy and value of research, firm profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or
economists' compensation is not linked to investment banking or capital markets transactions performed or proposed to be performed by CIMB
India or its affiliates.
Indonesia: This report is issued and distributed by PT CIMB Securities Indonesia (“CIMBI”). The views and opinions in this research report
are our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of
the Financial Conduct Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CIMBI has no obligation to
update its opinion or the information in this research report. Neither this report nor any copy hereof may be distributed in Indonesia or to any
Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable Indonesian capital market
laws and regulations.
This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with
the Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered
or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute
an offer within the meaning of the Indonesian capital market law and regulations.
Ireland: CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CIMB acting
as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland.
Malaysia: This report is issued and distributed by CIMB Investment Bank Berhad (“CIMB”) solely for the benefit of and for the exclusive use
of our clients. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a
recipient, our obligations owed to such recipient therein are unaffected. CIMB has no obligation to update, revise or reaffirm its opinion or the
information in this research reports after the date of this report.
New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial
Advisers Act 2008.
Singapore: This report is issued and distributed by CIMB Research Pte Ltd (“CIMBR”). CIMBR is a financial adviser licensed under the
Financial Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research analyses or research reports,
whether in electronic, print or other form. Accordingly CIMBR is a subject to the applicable rules under the FAA unless it is able to avail itself
to any prescribed exemptions.
Recipients of this report are to contact CIMB Research Pte Ltd, 50 Raffles Place, #19-00 Singapore Land Tower, Singapore in respect of any
matters arising from, or in connection with this report. CIMBR has no obligation to update its opinion or the information in this research report.
This publication is strictly confidential and is for private circulation only. If you have not been sent this report by CIMBR directly, you may not
rely, use or disclose to anyone else this report or its contents.
If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CIMBR accepts legal responsibility
for the contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited
investor, expert investor or institutional investor, the recipient is deemed to acknowledge that CIMBR is exempt from certain requirements
under the FAA and its attendant regulations, and as such, is exempt from complying with the following :
(a) Section 25 of the FAA (obligation to disclose product information);
(b) Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may
be reasonably expected to rely on the recommendation) of the FAA;
(c) MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03];
(d) MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16];
(e) Section 36 (obligation on disclosure of interest in securities), and
(f) any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted
by applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice
notes as we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor
acknowledges that a CIMBR is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any
loss or damage arising from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available
to the recipient under Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any loss or damage arising
www.vndirect.com.vn
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from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available to the recipient under
Section 27 of the FAA.
CIMB Research Pte Ltd ("CIMBR"), its affiliates and related companies, their directors, associates, connected parties and/or employees may
own or have positions in securities of the company(ies) covered in this research report or any securities related thereto and may from time to
time add to or dispose of, or may be materially interested in, any such securities. Further, CIMBR, its affiliates and its related companies do
and seek to do business with the company(ies) covered in this research report and may from time to time act as market maker or have
assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis
and may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such
company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report.
As of 4 December 2017, CIMB Research Pte Ltd does not have a proprietary position in the recommended securities in this report.
CIMB Research Pte Ltd, CIMB Securities Singapore Pte Ltd and CIMB Bank Berhad, Singapore branch do not make a market on the securities
mentioned in the report.
South Korea: This report is issued and distributed in South Korea by CIMB Securities Limited, Korea Branch (“CIMB Korea”) which is licensed
as a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. In South Korea,
this report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market Act of
Korea (“FSCMA”).
Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and
not personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting
any investment decision. This document does not constitute a public offering of securities.
CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services.
Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The
distribution of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments
described herein and may not be forwarded to the public in Sweden.
Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of
banks issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research).
Taiwan: This research report is not an offer or marketing of foreign securities in Taiwan. The securities as referred to in this research report
have not been and will not be registered with the Financial Supervisory Commission of the Republic of China pursuant to relevant securities
laws and regulations and may not be offered or sold within the Republic of China through a public offering or in circumstances which constitutes
an offer or a placement within the meaning of the Securities and Exchange Law of the Republic of China that requires a registration or approval
of the Financial Supervisory Commission of the Republic of China.
Thailand: This report is issued and distributed by CIMB Securities (Thailand) Company Limited (“CIMBS”) based upon sources believed to
be reliable (but their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived
at after due and careful consideration for use as information for investment. Such opinions are subject to change without notice and CIMBS
has no obligation to update its opinion or the information in this research report.
If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our
obligations owed to such recipient are unaffected.
United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant
licensing authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been
reviewed by, deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab
Emirates. This report is being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided
to any person other than the original recipient and may not be reproduced or used for any other purpose. Further, the information contained in
this report is not intended to lead to the sale of investments under any subscription agreement or the conclusion of any other contract of
whatsoever nature within the territory of the United Arab Emirates.
United Kingdom: In the United Kingdom and European Economic Area, this report is being disseminated by CIMB Securities (UK) Limited
(“CIMB UK”). CIMB UK is authorized and regulated by the Financial Conduct Authority and its registered office is at 27 Knightsbridge, London,
SW1X7YB. Unless specified to the contrary, this report has been issued and approved for distribution in the U.K. and the EEA by CIMB UK.
Investment research issued by CIMB UK has been prepared in accordance with CIMB Group’s policies for managing conflicts of interest arising
as a result of publication and distribution of investment research. This report is for distribution only to, and is solely directed at, selected persons
on the basis that those persons: (a) are eligible counterparties and professional clients of CIMB UK; (b) have professional experience in matters
relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as
amended, the “Order”), (c) fall within Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations etc”) of the Order; (d) are
outside the United Kingdom subject to relevant regulation in each jurisdiction, or (e) are persons to whom an invitation or inducement to engage
in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000) in connection with any investments to
which this report relates may otherwise lawfully be communicated or caused to be communicated (all such persons together being referred to
as “relevant persons”). This report is directed only at relevant persons and must not be acted on or relied on by persons who are not relevant
persons. Any investment or investment activity to which this report relates is available only to relevant persons and will be engaged in only
with relevant persons.
Where this report is labelled as non-independent, it does not provide an impartial or objective assessment of the subject matter and does not
constitute independent “investment research” under the applicable rules of the Financial Conduct Authority in the UK. Consequently, any such
non-independent report will not have been prepared in accordance with legal requirements designed to promote the independence of
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investment research and will not subject to any prohibition on dealing ahead of the dissemination of investment research. Any such nonindependent report must be considered as a marketing communication.
Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.
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
Overweight
Neutral
Underweight

Country Ratings
Overweight
Neutral
Underweight

Definition:
An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute
recommendation.
A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute
recommendation.
An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute
recommendation.
Definition:
An Overweight rating means investors should be positioned with an above-market weight in this country relative
to benchmark.
A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.
An Underweight rating means investors should be positioned with a below-market weight in this country relative
to benchmark.
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