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BSC Company Visit Note

VHL — Viglacera Ha Long JSC (HNX)

Viglacera Ha Long Joint Stock Company specializes in manufacturing brick

and tile, with 3 main products: bricks, tiles and flooring tiles (Cotto and
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Clinker).
Head of Research VHL growth in 4Q2016 and 2017 will mainly come from:
Tran Thang Long
longtt@bsc.com.vn e Changes in the product mix towards increasing the proportion of tiles
product up to 80%;
A e The operation of Clinker Line 2 since Sep 2016.
Le Thi Trang Note that, the fuel cost (coal and oil, accounting for 20% of total cost) tends
Tranglt@bsc.com.vn to increase again, along with labor costs (15% total cost with Cotto, 30% with

brick) increase due to the change in social insurance policies. The increase in
those costs will affect the company's gross margin in the near future.
Concentrated shareholder structure and relatively low liquidity with an
average trading volume in 10 sessions of 17,022 shares are also minus points
of the VHL stock.

For the year 2016, the net profit is Earnings results: In 3Q2016, revenues reached VND 447.96 billion (+13.1%
estimated to be VND 117.4 billion, yoy), the gross margin was slightly lower than that of the same period,
equivalent to 2016 EPS fw of VND reaching 17.7% (gross margin in 3Q2015 was 20.7%) due to a slight discount in
7,340. slack season (lunar July). EAT reached VND 28.3 billion (+6.8% yoy).

With a closing price on 2rd Nov Accumulated in 9M2016, revenues reached VND 1320.5 billion (+18.02% yoy),
2016 of VND 50,100 per share, the 20.7% gross margin (in 9M2015: 18.4%). The reason are (1) Stability in
P/E fw is 6.83x, relatively attractive producing Cotto tiles at Clinker line 1 (The line has operated since May 2015);

valuation. (2) Increasing the proportion of products having high profit margin (cotto,
tiles). EAT reached VND 85.7 billion (+13.7% yoy), completing 77.6% of the
2016 plan.

For the year 2016, the net profit is estimated to be VND 117.4 billion,
equivalent to 2016 EPS fw of VND 7,340. With a closing price on 2rd Nov 2016
of VND 50,100 per share, the P/E fw is 6.83x, relatively attractive valuation.

Bricks and tiles (~ 50% of revenues): VHL has 2 brick & tile factory including
Tiéu Giao Plant (Capacity of 180 million standard units per year) and Hoanh Bo
Plant (Capacity of 90 million standard units per year) which are operating full
capacity. Currently, the proportion of tile is high at about 65% of total output
after VHL converted half of Hoanh Bo plant from bricks into tiles in 2015. The
company plans to convert the remaining lines into tiles in early 2018,
increasing the tiles rate up to 80% of capacity. Halong tile is one of the high-
end products having strong consumption in Vietham market, with roughly 5-6
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times higher price than the brick price (calculated for a standard unit) and relatively
good gross margin ( more than 20%) compared to brick (10-15%).

Flooring tiles (cotto and clinker) (50% of sales): VHL owns 2 factories including Gieng
Day Cotto factory with a capacity of 7.5 million m2 per year and 2 Clinker Lines (which
can produce both Cotto and Clinker production) with capacity of 2 million m2 per year
each line, where 2 line have operated since May 2015 and Sep 2016 respectively. VHL
cotto tiles accounted for relatively large market share, about 60%, and have high gross
margin (15-17%). The new Clinker product has very good physical and chemical
properties and 2.5-3 times higher price per m2 compared to cotto tiles. However, the
cotto market has been not developed yet, so the two Clinker production line continues
to produce 100% of Cotto products.

Materials: About clay, VHL stored for 6 months of stable production. In the long term,
VHL has large raw material mines, such as Xich Tho mine, meeting the clay needs of 25-
30 years. Clay price is basically stable over the years. About fuel, VHL uses Diezel oil for
tiles production and gasified coal for the remaining products. Upward trend in oil prices
and coal prices (+6% in coal price) in recent months may affect the margin of VHL in the
coming time because of the high proportion of fuels in production costs (~20%).

Product consumption: VHL mainly sells product through the subsidiary Viglacera Ha
Long one member limited company and the associated companies Viglacera Trading
Corporation. 92-95% of sales comes from domestic market, which is mainly the northern
market (accounted for 84-87% of revenues). Immediately collecting money policy and
the 10-12% agency discount make customer receivables to be at very low levels.
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Disclosure

The information, statements, forecasts and projections contained herein, including any expression of
opinion, are based upon sources believed to be reliable but their accuracy completeness or
correctness are not guaranteed. Expressions of opinion herein were arrived at after due and careful
consideration and they were based upon the best information then known to us, and in our opinion are
fair and reasonable in the circumstances prevailing at the time. Expressions of opinion contained
herein are subject to change without notice. This document is not, and should not be construed as, an
offer or the solicitation of an offer to buy or sell any securities. BSC and other companies in the BSC
and/or their officers, directors and employees may have positions and may affect transactions in
securities of companies mentioned herein and may also perform or seek to perform investment
banking services for these companies. This document is for private circulation only and is not for
publication in the press or elsewhere. BSC accepts no liability whatsoever for any direct or
consequential loss arising from any use of this or its content. The use of any information, statements
forecasts and projections contained herein shall be at the sole discretion and risk of the user. No part
of this material may be (i) copied, photocopied or duplicated in any form by any mean or (i)
redistributed without the prior written consent of BIDV Securities Company (BSC).

BSC Headquarters

BIDV Tower, 10th & 11th Floor
35 Hang Voi, Hoan Kiem, Hanoi
Tel: +84 4 3935 2722

Fax:  +84 4 2220 0669

BSC Ho Chi Minh City Office

146 Nguyen Cong Tru St, 9th Floor
District 1, HCMC

Tel: +84 8 3821 8885

Fax: +84 83821 8510

Website: http://www.bsc.com.vn
Facebook: www.facebook.com/BIDVSecurities
Bloomberg: BSCV <GO>




