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Automobile Sector  

Recovery to go into full gear 

Vietnam automobile market likely to bottom out since early 2022  

According to VAMA, automobile sales in 3Q21 posted 34,467 units (-50.7% 
yoy) as PC (passenger car) distributors and dealers had to close stores to 
implement social distancing. Especially, automobile sales in Aug-21 only 
reached 8,884 units – the lowest since 2015. Furthermore, on 15-Oct-21, the 
Ministry of Finance has consulted relevant ministries and agencies on the 
reduction of 50% of registration tax on domestically manufactured and 
assembled automobiles from 15-Nov-21 to the end of 30-May-22. We believe 
that the pent-up demand and the preferential policy from the Government will 
support for passenger cars to bounce back since 4Q21-22. 

We see 5 trends to shape the automobile market outlook in 2022-23 

Five trends will define the Vietnam automobile industry outlook, including 1) 
Korean car maintaining their dominant position in the Vietnam PC market, 2) 
the age of Crossover and SUV, 3) preferential policy from the Government is 
the key driver for the recovery of automobile industry in 2022; 4) Go green – 
Electric Vehicle (EV) not being far - fetched anymore, and 5) "Make in Vietnam": 
chances for VinFast and supporting companies. 

Why automobile stocks and why now? 

Covid-19 casted shadow on listed automobile companies' 3Q21 performance. 
Most of listed automobile companies recorded the net loss in 3Q21. We expect 
automobile companies such as SVC, HAX, CTF, and VEA to recover robustly 
in 4Q21-22F thanks to the low base in 3Q21 and taking advantage of 5 five 
trends above. We believe that this is a “golden time” to invest in automobile 
stocks.    

Stock picks: We like HAX and VEA 

We expect HAX to take benefits from the preferential policy from the 
Government as most of HAX’s car model is assembled in Vietnam. While we 
expect Toyota Cross and Toyota Raize are the key drivers of VEA’s earnings 
growth in FY22F thanks to a rising consumer preference for CUV and Hybrid 
Electric Vehicle. Furthermore, HAX and VEA are trading at TTM P/E of 14.3x 
and 10.1x, respectively, which are attractive with lower than 12.5% and 39.5% 
of the regional peer average. Investment risk is the worsening of the Covid-19 
outbreak may hit automobile listed companies' s performance directly. 

Figure 1: Automobile and motorbike sales in 2014-9M21 

  
   Source: VAMA, VND RESEARCH  

▪ We believe that the pent-up demand and the preferential policy from the 

Government will support for passenger cars to bounce back since 4Q21-22. 

▪ Our stock picks are HAX and VEA thanks to taking advantage of the 

reduction of 50% registration tax and the trend of using luxury cars.  
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RECOVERY TO GO INTO FULL GEAR 

Vietnam automobile market likely to bottom out since early 2022  

Demography and growing affluence to fuel the automobile growth 

Automobile sale volume CAGR over in 2012-16 reached 38%, especially in 
2015, Automobile consumption soared 55% yoy, but volume growth pace 
decelerated in 2017-2019 period due to tax policy from ASEAN Trade in Goods 
Agreement (ATIGA) (*) before turning negative in 2020 due to Covid-19. 
According to the Ministry of Industry and Trade (MOIT), Vietnam’s automobile 
market value reached US$12.2bn in 2020 and is expected to achieve 2021-30 
CAGR of 12.9%.  

Figure 2: Automobile sales dropped 8% yoy, to 296,634 units in 2020 

 
   Source: VAMA, VND RESEARCH 

 

According to the Ministry of Planning and Investment, Vietnam’s adjusted GDP 
reached US$343bn and GPD per capita reached US$3,521 (+2.91% yoy) in 
2020. We estimate that per capita income has grown stably, while inflation and 
exchange rates are controlled in a timely manner, giving people access to a 
premium asset such as passenger car. International Monetary Fund (IMF) 
forecasts that by 2025, Vietnam's per capita GDP will achieve about US$4,688 
(2020-25 CAGR of 5.8%), bringing Vietnam into the high-income country group.  
Vietnam's middle-class population is expected to snowball over the next 
decade, which will fuel a rapid rise in demand for all manner of consumer 
durables. Nikkei forecasts established class account for 30.6% Vietnam 
population in 2030. 

Figure 3: Vietnam has the fastest growing middle class in ASEAN 

(2018-2020 CAGR) 
 Figure 4: Middle class is expected to grow 17% in 2022F 

 

 

 
   Source: EIU, Statista, VND RESEARCH       Source: VAMA, World bank, VND RESEARCH 
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Vietnam has witnessed one of the fastest growing countries in purchasing 
power over the past ten years, yet its passenger car (PC) ownership per capita 
remains much lower than that of other markets in Asia. According to Statista, 
only 5% population of Vietnam owns a PC in 2020, while this figure for Thailand 
is 52%. With forecasted 2021-2030 automobile sale volume CAGR of 14.9%, 
we estimate that Vietnam will reach 9% ratio of the population who have a PC 
by 2025, equivalent to India and Philippines’ current level, and 30% by 2030.  

Figure 5: The proportion of households that own a PC in 2020  Figure 6: Income - PC consumption correlation 

 

 

 

   Source: STATISTA, VND RESEARCH       Source: OICA, VND RESEARCH 

 

We expect passenger car purchasing to bounce back driven by pent-up 
demand and lower imported tariff 

Automobile sales plunged 30% yoy to 102,726 units in 1H20 but gradually 
improved since Jul 20, thanks to 1) pent-up demand and 2) the Government's 
decision to cut back the registration fee by 50% for domestically produced 
automobiles, being in effect from 26 Jun 2020. 

Automobile sales showed a positive signal in 1H21, reaching 135,606 units 
(+32% yoy) thanks to 1) the low base in 1H20, 2) a series of promotional 
programs and discounts launched by PC manufacturers to stimulate demand 
and 3) launching many new automobile models and facelift to attract 
consumers. However, Covid-19 cast a shadow on the Vietnam automobile 
industry in 3Q21. According to VAMA, automobile sales in 3Q21 posted 34,467 
units (-50.7% yoy) as PC distributors and dealers had to close stores to 
implement social distancing. Especially, automobile sales in Aug-21 only 
reached 8,884 units – the lowest since 2015.   

Figure 7: Automobile sales in 3Q21 hit hard by Covid-19 (units)  Figure 8: Passenger car account for 72% automobile sales in 9M21 

(units) 

 

 

 

   Source: VAMA, VNDIRECT RESEARCH     Source: VAMA, VNDIRECT RESEARCH 
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Vietnam has signed a total of 12 free trade agreements (FTAs) with other 
countries and blocks. Currently, the import tax rate for Completely Built-Up 
(CBU) automobiles from the EU to Vietnam is 70% for vehicles with a cylinder 
capacity of over 3,000cc and 75-78% for vehicles with a cylinder capacity of 
less than 3,000cc. According to the tariff reduction timetable of the Vietnam-
European Union Free Agreement (EVFTA), Vietnam will cut taxes at an 
average reduction of 7% per year and reach zero within 10 years. We expect 
that the reduction of import tax from the EU market is considered an opportunity 
for Vietnamese consumers to purchase European passenger car at a lower 
price. 

Figure 9: FTAs between Vietnam and other countries in 2010-2020  Figure 10: Import tax on automobile and auto parts from the E.U after 

EVFTA                  

 

 

 
   Source:  MOIT, VND RESEARCH       Source:  MOIT, VND RESEARCH 

 

Furthermore, in Jul 20, Vietnam’s Government issued Decree 57 on import 
tariffs, including reducing import tax on raw materials and components that 
cannot be domestically produced for production, processing (assembly) to 0%. 
We expect this policy will encourage enterprises to increase assembly, reduce 
costs and strengthen the value chain. After the issuance of Decree 57, 
Mitsubishi, Honda, Nissan, and Suzuki were planning to assemble many PC 
models in Vietnam, including Mitsubishi Xpander and Honda's CRV, which are 
imported from 2017.   

Figure 11: New automobile production & assembly projects in Vietnam in 2020 

 
   Source: VND RESEARCH 

 

Vietnam is at the dawn of automotive manufacturing 

CBU automobile gradually increases its share in automobile sales  

The 5-year CAGR for Completely Built-Up (CBU) automobile sales in 2014-19 
reached 26.3%, while this figure for Completely Knock Down (CKD) automobile 
sales posted 10.2%. Especially in 2019, CBU automobile sales soared 87.1% 
yoy, accounting for 41.2% total of automobile sales due to the removal of tariff 
barriers from ATIGA. In addition to tax incentives, sturdy chassis, eye-catching 
design, good driving experience, and high safety are the great advantage of 
CBU automobile when compared to CKD automobile.       
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In 2H20, CKD automobile sales with a 50% reduction in registration fees 
overwhelmed CBU automobile. According to VAMA, CKD automobile 
consumption reached 120,958 automobiles (+23.0% yoy), while CBU 
automobiles' volume was only 68,493 units (-2.6% yoy). However, CKD 
automobile sales decreased 6.4% yoy in 9M21 due to the effect of Covid-19, 
and the reduction of 50% of the registration fee for domestically assembled 
vehicles has expired at the end of 2020. Meanwhile, CBU automobile sales 
soared 26.2% yoy thanks to strong growth from Chinese imported automobiles 
(+440.0% yoy). We forecast CBU automobile's market share will increase from 
36% in 2020 to 45% in 2022. However, for the long term, we forecast the best-
selling CBU automobiles will shift to CKD to take the initiative in supply. 
Therefore, we believe the proportion of CKD sales is still higher than the CBU 
sale percentage in 2022-25.  

Figure 12: CBU sales accounted for 43.2% of total automobile sales 

in 9M21 
 Figure 13: CBD sales soared 26.18% yoy in 9M21 

 

 

 
   Source: VAMA, VNDIRECT RESEARCH     Source: VAMA, VNDIRECT RESEARCH 

 

According to MOIT, CBU automobile account for a large proportion of 
automobile sales due to the high domestic production cost. CKD automobile 
prices are high driven by 1) low localization rate and 2) high imported auto parts 
prices due to import tax.  

 

The economies of scale are the main reason for the low localization rate 

Vietnam’s automobile production can be recognized as a low value-added 
industry with a localization rate only 5% in 2020. According to VAMA, Vietnam 
has imported all kinds of spare parts and components with about US$4.0bn, 
which is equivalent to 40% of total CKD sale value. Vietnam’s enterprises 
mainly import components from countries in the region, China, and countries 
of origin of automobile brands. South Korea and Thailand are the main market 
for Vietnam in 2020, accounting for 26.6% and 18.5%, respectively, of auto 
parts import value. 

Thailand has 690 tier 1 suppliers and 1,700 second-tier suppliers providing 
products and services to the automobile manufacturing industry, while Vietnam 
has only about 33 tier 1 suppliers and about 200 tier 2 suppliers. 
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Figure 14: Vietnam is one of the countries with the lowest localization rate in the region 

(units) 

 
   Source: VNDIRECT RESEARCH, Company report 

 

We think Vietnam has a low localization rate and lack of supporting companies 
due to:  

1) The domestic demand for automobiles is relatively small (296,000 units 
in 2020) compared with Thailand (792,000 units) and Indonesia 
(592,000 units).  

2) The automotive industry of Vietnam is quite young with the earliest 
automobile manufacturer starting the first factory in 2018.  

3) There are no policies to support supporting businesses like Thailand. 
Specifically, Thailand government has many tax incentives for foreign 
automobile manufacturers. Companies located in this country are 
exempt from corporate income tax for up to eight years. At the Rayong 
automobile manufacturing center, where GM and Ford have factories, 
Thailand even reduces corporate income tax by up to 50%. Moreover, 
Thailand has imposed an 80% import tax on automobiles to keep 
manufacturing plants in the country. 

Figure 15: Auto parts import destination in 2020  Figure 16: Most Vietnam auto parts are imported from Korea       

 

 

 
   Source: VND RESEARCH, COMPANY REPORTS       Source: VSI, VND RESEARCH 
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such as peeling and painting, while the best-selling models such as Hyundai 
I10, Toyota Vios only have sales volumes of 20,000 - 30,000 units per year. 
The small production scale, while the government has not had incentives to 
attract additional investment, has made production in Vietnam largely at the 
assembly stage. That makes the cost of manufactured automobiles in Vietnam 
10 - 20% higher than that of major regional manufacturers such as Thailand, 
Indonesia, ...  

Figure 17: Vietnam’s automobile structure industry in 2020  Figure 18: Thailand’s automobile structure industry in 2020 

 

 

 

   Source: PWC, VND RESEARCH     Source: PWC, VNDIRECT RESARCH 

 

Local automobile enterprises are participating largely in the assembly 
stage - the stage that accounts for the least proportion in the value of the 
vehicle.  

The value chain of the automotive industry is divided into downstream and 
upstream sectors. Downstream includes the stages of designing, 
manufacturing components, and accessories for tier 1, tier 2 ... while the 
upstream sector of the value chain will be the businesses manufacturing, 
assembling, distributing, selling, and customer automobile. Local automobile 
enterprises are participating mostly in the assembly stage - the stage that 
accounts for the least proportion in the vehicle's value (15% of the automobile's 
value). 

Figure 19: Value chain of the automobile industry 

 
   Source: VIC, VNDIRECT RESEARCH 
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VinFast – Raising Vietnam’s Brand 

The first Vietnam’s automobile manufacturer 

VinFast Production and Business Co., Ltd. (VinFast LLC) was established in 
Jun-17 by Vingroup (VIC VN, Not rated). In Sep 2017, VinFast had launched 
its automobile manufacturing complex in Dinh Vu - Cat Hai Economic Zone, 
Hai Phong. This is Vietnam's biggest automobile project with an initial 
investment value of US$3bn and phase 1 capacity of 250,000 automobiles and 
250,000 electric bikes p.a. VinFast plans to achieve a localization rate of more 
than 60% for automobiles and 100% for electric motorcycles in order to 
promote domestic supporting industries. Therefore, VinFast has reserved 
about 30% of its land bank for a Supporting Industrial Park at its 335-hectare 
VinFast complex in Hai Phong to attract investors, including domestic/foreign 
companies, joint ventures, or VinFast’s subsidiaries to build component 
factories in Vietnam. In Oct-18, two models (sedan and SUV) were officially 
launched at the 120th Paris Motor Show. VinFast’s sedan and SUV's style and 
shape were voted upon by more than 62,000 Vietnamese consumers from 20 
outlines from four top designers.  

By three months ahead of schedule, VinFast has established a new feat in the 
world auto industry. For the first time, an automobile factory completed the 
construction of the factory, installed the production line, operated smoothly, and 
went into production in just 21 months. Previously, VinFast also set a world 
record as, within a short time frame of 12 months, the brand has inaugurated 
an electric motorcycle factory and successfully developed three automobile 
models. 

On the way to win Vietnamese consumer’s heart 

Although Covid-19 heavily impacted Vietnam's automobile industry in 2020-21, 
VinFast achieved impressive success with recorded sales - nearly 30,000 units 
and 25,527 units in Vietnam in 2020-9M21. Especially, VinFast Fadil achieved 
leading status in terms of monthly sale volume, just after 1.5 years since 
launch. For 9M21, VinFast had a booming sale volume of the Fadil model with 
a total of 17,668 units, surpassing Korean best-selling Kia Morning and 
Hyundai Grand i10. While Sedan LuxA 2.0 and SUV LuxSA 2.0 also ranked 1st 
in Sedan premium mid-size and SUV premium mid in the last 9M21, posted 
4,771 units and 3,088 units, respectively. In total, VinFast claimed 12% of the 
total market share in 9M21, becoming the 4th most popular automobile brand. 

Figure 20: VinFast Fadil accounted for 38% market share in A-segment in 3Q21 

 
   Source: VIC, VNDIRECT RESEARCH 
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Reach out to the world 

On Jan 21, VinFast announced 3 brand new self-driving electric SUV models, 
using AI technology accompanied with several other outstanding and smart 
features. This is an important milestone to affirm VinFast's vision of becoming 
a global smart electric vehicle company and put Vietnam on the map of the 
global automobile industry. With such a strategic vision, shortly after 3 years in 
operation, VinFast has successfully researched and developed the first three 
self-driving electric automobiles: VF e34, VF e35, and VF e36.  

Figure 21: VinFast expect to go global in 2021-22 

 
   Source: VIC, Company report 

 

Not only in Vietnam’s market, but VinFast will also sell EV models in foreign 
markets. Specifically, VF e34 will start taking orders from Mar-21 for deliveries 
starting in Nov 2021, while VF e35 & VF e36 will start taking orders from Sep 
2021 in Vietnam for deliveries starting in Feb 2022.  

We expect VinFast automobile sales to reach 35,000/50,000 automobiles in 
2021-22  mainly thanks to preferential policies and robust contribution from the 
electric automobile. For electric automobiles VFe34 VinFast will apply a 
discount of 100% of the registration fee up to VND 82 million for customers who 
make a deposit in advance.  

According to Bloomberg, VinFast plans to open a factory in the US after setting 
up a research office with 50 members in San Francisco to prepare for the sale 
of automobiles in California by 2022. Especially, On Feb-21, VinFast obtained 
a license to test autonomous vehicles on public roads in California, USA, which 
is the most important stage of VinFast to commercialize EV in the US market. 
According to management, after debuting at the 2021 Los Angeles Auto Show, 
VinFast will sell the VFe35 and VFe36 in 4Q22 and expand to 60 showrooms 
in the US. 

 

We see 5 trends to shape the auto market outlook in 2022-23 

#1: Preferential policy from the Government is the key driver for the 
recovery of automobile industry in 2022 

On 15-Oct-21, the Ministry of Finance (MOF) consulted relevant ministries and 
agencies to reduce registration tax for domestically manufactured and 
assembled automobiles. According to the draft, the automobile registration tax 
will reduce by 50% from 15-Nov-2021 to the end of 15-May-22. We expect the 
Government will agree to the draft of a 50% reduction of registration tax to 
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recover the economy affected by the Covid-19 pandemic. As before in 2020, 
although registration fee revenue has decreased by VND 7,314bn, the 50% 
reduction of registration tax has increased state budget revenue to 
VND14,110bn. 

According to VAMA, in 1H20 (when the registration fee reduction has not been 
implemented yet), car sales were only about 107,183 units. However, after 
being applied to reduce the registration fee, the total car sales volume of the 
whole market reached 189,451 units, soaring 76% vs. 1H20 and 33.1% yoy. 
We expect that preferential policy from the Government is the key driver for the 
recovery of the automobile industry in 2022.   

#2: Korean car will still dominate the Vietnam PC market 

2020 has witnessed strong growth among Korean PC brands when Hyundai 
overtook Toyota for the first time to take the lead in PC sales in 2020, posting 
81,368 units. Meanwhile, Kia has earned the "phenomenal" title of the year. 
From a brand focused on hatchbacks and sedans, Kia moves to high-grounding 
car, with Seltos and Sorento gaining favor among customers. In 2020, Kia holds 
third place with total sales of 31,350 vehicles, gaining significant market share 
(from 9% in 2019 to 14% in 2020). Although hitting hard by Covid-19 in 3Q21, 
Korean PC sales in 9M21 only decreased slightly 8.6% yoy, accounting 32.1% 
market share. Especially, 6/10 best-selling PC in Oct-21 came from Korean PC 
brands. 

 

Figure 22: Huyndai and Toyota lead Vietnam PC sales in 9M21  Figure 23: Korean automobile accounted for 32.1% Vietnam PC 

sales in 9M21  

 

 

 
   Source:  VNDIRECT RESEARCH, COMPANY REPORTS     Source: VAMA, VNDIRECT RESEARCH 

 

We believe the strong growth of Korean PC in 2018-20 comes from the 
following advantages: 

• Korean car design language is more trendy and less conservative, 
compared with Japanese design, and tends to be inspired by European 
luxury car style. Furthermore, Korean cars have more delightful 
appearance with meticulously elaborated interior details.  

• Another advantage of Korean car is the diverse and modern 
equipment, various options, winning the love of young customers. 
Korean cars often focused on comfort, driver assistance features, and 
safety technology. Overall, we think Korean cars' equipment system is 
now leading the market, outstanding the competitors in the same price 
range. 
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• Korean automakers' orientation is to focus on the low-cost PC 
segment, using cheap prices as a competitive strength. Currently, most 
Korean cars in Vietnam are assembled domestically; therefore, Korean 
cars' price is usually the lowest in the segment.  

Figure 24: Korean cars are the cheapest price in the A and B segments 

  

   Source:  VND RESEARCH, COMPANY REPORT 

 

In 2022, we forecast that Korean cars will continue to grow strong and maintain 
the leading position in sales, creating high pressure for other PC manufacturers 
in Vietnam. Kia plans to bring in new Sonet, Sedona, and Sportage models, 
while Hyundai may introduce new Elantra and facelift Hyundai Santa Fe. With 
the emerge of Hallyu (Korean wave), we believe domestic assembler/dealer of 
these brands will be the main beneficiaries including Truong Hai Auto (THACO, 
unlisted), TC Motor (unlisted).  

# 2: The age of Crossover and SUV 

5-seater or 7-seater high-end PC (Crossover and SUV) are becoming a hot 
trend of customer choice to replace the sedan because of the dynamism, 
comfort, and versatility for urban or the suburbs. According to US automobile 
manufacturers, SUVs / crossovers sales in Southeast Asia have increased by 
more than 7% per year, while PC sales have fallen by 4% since 2011. The data 
from the VAMA shows that, in 2017, SUV/crossover 's sales were only 40,075 
units, in 2018 and 2019 increased to 47,801 vehicles and 67,116, respectively. 
Especially, while sedan sales in 2020 decreased 7.5% yoy due to the effect by 
Covid-19, CUV/SUV sales increased 17,3% yoy in the same period.  

Figure 25: SUV/CUV accounted 51.8% automobile sales in 9M21   Figure 26: 4/10 best-selling automobile in 9M21 were SUV/CUV 

models (units)  

 

 

 
   Source: VAMA, VNDIRECT RESEARCH     Source: VAMA, VNDIRECT RESARCH 
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Listed price 

(VNDmn)

A segment KIA Morning Korea 290

Huyndai Grand i10 Korea 323

Toyota Wigo Japan 352

Vinfast Fadil Vietnam 414

Sedan B Segment Huyndai Accent Korea 426

Toyota Vios Japan 470

Honda City Japan 529

Mazda2 Japan 509

Nissan Sunny Japan 478

CUV B segment Ford ecosport US 603

Huyndai Kona Korea 636

Kia Seltos Korea 599

Toyota Corolla Cross Japan 720

Peugeot 2008 France 739
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The growth of SUV/CUV PC is also evident in the top 10 selling PC ranking  in 
9M21 when SUV and crossover sales contributed 4/10 positions, with popular 
models in the market including Kia Seltos, Hyundai Santafe, Mitsubishi 
Xpander, and Honda CR-V. We think the rise of demand for CUV and SUV 
come from its versatility. SUV/ CUV has a truck-like design and body structure 
and high ground clearance, powerful engine for multi-terrain capability, 
spacious interior for 5-7 people including luggage. 

We expect CUVs and SUVs sales to maintain positive growth in 2022, 
especially in the B-class CUV segment, as major automakers are continuously 
releasing models. In Q3/20, Toyota and KIA have respectively launched two 
models, Kia Seltos and Toyota Corolla Cross, which achieved impressive 
results in 2021. Kia Seltos and Toyota Corolla Cross were two of ten best-
selling PC in 9M21 with 10,008 units and 8,197 units, respectively. 
Furthermore, we expect the A-class CUV to thrive in 4Q21-22 as two new 
models (Kia Sonet and Toyota Raize) will be launched in Vietnam in 4Q21 and 
2Q22.   

Figure 27: Kia Seltos lead CUV B-class since 4Q20 (Units)  

 
   Source: oto.com.vn, VNDIRECT RESEARCH 

  

#4: Go green – Electric Vehicle (EV) is not the far future anymore 

Global sales of EV soared 160% yoy to more than 2.6m units, despite overall 
automobile sales slumping by Covid-19 pandemic. Many countries have come 
up with a roadmap to end fossil fuel-powered automobiles over the period of 
2021-2030. Specifically, the UK and Japan announced a plan to ban the sale 
of gasoline and diesel automobiles by 2030, five years earlier than the previous 
proposal. While Thailand also exempted some electric vehicle and battery 
manufacturers from taxes and set a target to become Southeast Asia's No.1 
electric vehicle manufacturer by 2030. IHS Markit forecasts global EV sales to 
rise by 56.3% yoy in 2022, reaching CAGR 51.6% in 2015-22. 

Figure 28: EV sales is expected to reach CAGR 51.6% 

 
   Source: EVvolumes.com, VNDIRECT RESEARCH 
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Moreover, in 24-Mar-21, VinFast has officially announced to accept the order 
of the first electric PC model named VF e34 with the price of VND690m. 
Regarding operating costs, VF e34 users pay monthly battery subscription fees 
with a fee of VND1.45mn/month for a maximum distance of 1,400 km. VFe34's 
operating costs (including battery rental and charging) are equivalent to the 
consumption costs of gasoline automobiles in the same segment (7.8 liters / 
100km), while prices and features are superior with gasoline automobile.  We 
expect VinFast EV will create a new trend for Vietnam PC market in 2022-23 
when some EV models are expected to launch in Vietnam market in 1H22 such 
as Kia EV6, Mercedes Benz EQB. EQE, EQS.  

 

#5: “Make in Vietnam”: chances for VinFast and supporting companies 

In 2019, VinFast has a partnership with An Phat Group (APH VN) to establish 
VinFast - An Phat Auto Plastic Components (VAPA) with the main goal of 
providing plastic spare parts and components for the production of automobiles 
and motorcycles. Moreover, Vinhomes industrial zone investment JSC (under 
Vingroup) proposes to invest in an industrial complex to manufacture spare 
parts and accessories for automobiles in Mong Cai, Quang Ninh.  

In addition, according to Article 7a from government’s decree 57, imported raw 
materials, supplies and components for the production and processing 
(assembly) of supporting industrial products for the automobile manufacturing 
industry in the period 2020 - 2024 shall be subject to the tax rate of 0%. We 
expect Decree 57 will help reduce input costs for supporting industrial products 
as well as increase localization rates, and improve competitiveness with CBU. 
We expect VinFast will create a breakthrough growth for supporting industries. 

Figure 29: VinFast auto parts production complex  Figure 30: VinFast - An Phat Auto Plastic Components (VAPA) 

 

 

 
   Source:  VIC, VND RESEARCH       Source:  APH, VND RESEARCH 

 

Why auto stocks and why now? 

The listed automobile companies do not fully represent for local industry  

According to VNR500 2020, which is the ranking of the 500 largest private 
enterprises in Vietnam in 2020, there are 15 enterprises whose main industry 
is automobile production and business. However, there are only 7 listed 
automobile companies and some supporting businesses such as Danang 
Rubber JSC (DRC VN) and Ha Noi Plastic JSC (NHH VN). Whereas, 3 largest 
automobile manufacturers, including: VinFast, Truong Hai Auto JSC (THA VN) 
and Thanh Cong Group are currently unlisted. We estimate most listed 
companies are dealers and joint venture partner (accounting for 1.5% market 
capitalization) which is not fully represented for the big industry picture.  

Covid-19 cast shadow on listed automobile companies' 3Q21 
performance 

Automobile listed companies showed robust growth in 1H21 thanks to PC 
manufacturers launching many new models or facelifts and implementing many 
promotional policies to attract more customers. However, PC listed companies' 
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earnings in 3Q21 were hit hard by Covid-19. The outbreak of Covid-19 in 3Q21 
caused many provinces and cities to implement social distancing. VAMA 
estimated that more than 200 automobile dealerships belonging to VAMA 
members have closed in Aug and Sep-21. However, except HAX, others 
automobile listed companies' earnings still posted positive growth yoy in 9M21 
thanks to robust growth in 1H21. 

Figure 33: 9M21 earnings recap of Vietnam listed automobile companies  

  
   Source:  VND RESEARCH COMPANY REPORTS 

 

The impact of five trends on related listed companies 

We believe that five trends above will have a positive effect on automobile 
distributors, such as SVC, VEA, CTF, HAX and Vinfast. Besides, supporting 
industry also take advantage from the strong growth of VinFast. 

Figure 34: Impact of 5 trends to listed automobile companies 

 
   Source: VNDIRECT RESEARCH 

 

 

 

3Q20  Net profit 3Q21  Net profit Change (% yoy) 9M20  Net profit 9M21  Net profit Change (% yoy)

VEA 1,566 746 -52.4% 3,853                3,906                1.4%

HAX 51 -33 na 63 34 -45.4%

CTF 1 -7 na 3 8 209.9%

SVC 45 -29 na 67 68 2.4%

                                                                                                                                      
Related 

stock

Market cap 

(VNDbn)

Equity 

(VNDbn)
Comment

Downtream

Joint venture and distribution VEA 56,816          25,282     

● VEA currently own 3 large jont ventures, including 30% stake in Honda Vietnam, 20% Toyoata 

Vietnam and Ford Vietnam. 

● We expect Toyota Corrola Cross to maintain strong momentum in FY22F thanks to a rising 

consumer preference for CUV and Hybrid Electric Vehicle. 

● We expect Toyota Raize is the key driver for Toyota car sales in FY22F. Whereas, new models 

in 2022 of CRV (CKD) and HRV(CBU) are the key driver of Honda's sales.

SVC 3,097            1,743       

 ● SVC is currently a distribution agent for many car brands such as Toyota, Ford, Huyndai and 

Honda.

 ●  Besides taking benefit of preferential police, we believe that SVC takes benefit from Korea car 

trend when SVC is currently owns 11 Huyndai showrooms in VIetnam. Huyndai account for 20% 

total of SVC's revenue. 

 ●  We expect Huyndai sales in FY21F/22F to achieve 70,000 units (-10% yoy)/95,000 units 

(+35.7% yoy). 

CTF 1,479            532          

● CTF is the official auhtorized dealer of Ford Vietnam Company. 

● We expect that Ford take advangtages of reducing 50% registration tax as Ford Ranger - 

Ford's best seller model has been converted to dosmestic assembly.

● Ford Territory 2021 is expected to gain market from other C-class CUV such as Peugeot 3008, 

Huyndai Tucson and Mazda Cx-5.  

HAX 1,337            535          

● HAX is the first authorized distributor of Mercedes-Benz in Vietnam. 

● We expect HAX to take advantage from preferential policy as most HAX's car models are 

assembled in Vietnam. 

● GLC300 model 2022 is expected to dominate luxury SUV market in FY22F thanks to its 

superiorty in design and price.   

Car manufacturer Vinfast

● We expect Vinfast takes advantage of 50% registration tax and VF e34 will lead the electric 

vehicle trend in Vietnam.

● We expect VF e35 and VF e36 are the key driver of Vinfast's revenue in FY22-25F.

● We forecast Vinfast to reach breakeven point in 2025F. 

Upstream

Supporting industry NHH 1,622            639          
We expect revenue from NHH's plastic compnent for automobile climb 20% yoy thanks to strong 

growth sales from Vinfast in FY22F.
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Stock picks: We like HAX and VEA 

We expect HAX to take benefits from preferential policy from the Government 
as most of HAX’s car model is assembled in Vietnam. While, we expect Toyota 
Cross and Toyota Raize are the key driver of VEA’s earnings growth in FY22F 
thanks to a rising consumer preference for CUV and Hybrid Electric Vehicle. 
Furthermore, HAX and VEA are trading at TTM P/E of 14.3x and 10.1x, 
respectively, which are attractive with lower than 12.5% and 39.5% the regional 
peer average. Investment risk is the worsening of the Covid-19 outbreak may 
hit automobile listed companies' s performance directly. 

Figure 35: Peer comparison 

 
   Source: VNDIRECT RESEARCH, Company reports (Data as in 23 Nov 2021) 

Market 

cap

3 years 

CAGR 

growth

Company Ticker US$m TTM 2021 CAGR TTM 2021 TTM 2021 TTM 2021 TTM 2021

China Meidong Auto Holdings Ltd 1268 HK  4,951       32.9 39.6 36.7 12.3 9.9 21.8 19.6 29.9 32.2 12.5 13.375

Tunas Ridean Tbk PT TURI IJ  730.0       12.3 26.4 -23.6 na na 11.3 na 6.8 na 4.6 na

Hubei Three Gorges Tourism Group Co Ltd 002627 CH 627.0       14.3 29.1 2.3 na na na na 4 na 2.3 na

Saigon General Service Corp SVC VN  222.0       13.7 27.0 32.2 na na na na 12.1 na 3.5 na

Hang Xanh Motors Service JSC HAX VN  76.8         15.1 15.8 47.1 2.1 2.0 12.2 na 15.7 19.9 6.2 11.5

Competent Automobiles Co Ltd CPA IN  21.8         6.6 na -10.0 na na 2.7 na 6.68 na 3.8 na

Vietnam Engine & Agricultural Machinery Corp VEA VN 117 10.9 12.2 6.3 2.4 2.4 na 273.0 21.4 20.6 18.3 19.1

City Auto Corp CTF VN 182.1 163.0 171.0 -0.8 na na 37.8 na 5.81 na 2.1 na

Average 33.6 45.9 11.3 5.6 4.7 17.2 146.3 12.8 24.2 6.7 14.7

Mean 14.0 27.0 4.3 2.4 2.4 12.2 146.3 9.5 20.6 4.2 13.4

P/E P/BV (x) EV/EBITDA ROE (%) ROA (%)
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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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