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HOA PHAT GROUP JSC (HPG) ─ UPDATE 

Market Price Target Price Dividend Yield Rating Sector 

VND54,000 VND68,500 0.62% Add Steel 

 
 
 
 
 
  

Awaiting the Dung Quat Steel Complex 2 

▪ 3Q21 net profit (NP) surged 174% yoy to VND10,352bn, driven by strong 

growths of both sales volume and prices. 

▪ We revise up FY21-23F EPS by 12.1-17% on higher selling price and input 

material price adjustments.  

▪ Reiterate Add with a higher TP of VND68,500, following FY22-23F EPS 

upgrade. 

Robust 3Q21 performance to make a stellar 9M21 

HPG posted strong 3Q21 results with VND38,674bn (+57% yoy) in net revenue 
and VND10,352bn in NP (+174% yoy), regarding to: (1) a 9% yoy increase in 
steel sales volume; and (2) 51%/82% yoy increase in average selling price (ASP) 
of construction steel/hot rolled coil (HRC). 3Q21 gross margin (GM) widened to 
30.7% from 20.9% of 3Q20 but slightly lower than 32.7% of 2Q21. For 9M21, 
HPG’s topline rose 68% yoy to VND104,969bn and NP increased 207% yoy to 
VND27,051bn, fulfilling 88.7% of our FY21F forecast. 

Market price to reflect the short-term headwinds 

HPG’s stock price was underperformed VNINDEX within the past 1 month as the 
stellar 9M21 results have been almost priced in. Global steel prices have been 
cooling down since Sep-21 while coking coal prices have hiked in 3Q21 (+120% 
yoy, +86% qoq), which raised concern over HPG’s GM in the next couple of 
quarters. We expect HPG’s FY22F earnings to subdued 11.3% in FY22F after a 
robust FY21F, then pick up 2.0% yoy in FY23F. We expect earnings will be back 
to 2-digit growth since FY24F driven by new contribution from Dung Quat Steel 
Complex 2 (DQSC 2) to the company's business results. 

We are confidence about HPG’s longer term outlook   

The DQSC 2 (total capacity of 5.6m tonnes) will be built since early next year and 
inaugurated within 36 months. HPG aims to increase its crude steel production 
capacity by 66% from now to 14.6m tonnes per annum since 2024F onwards. We 
expect revenue and net profit to grow 12% and 9% CAGR, respectively, over 
FY22-25F, buoyed by increasing construction steel demand. In medium term, we 
see a few catalysts, including: (1) better than expected contribution of newly 
acquired iron ore mines; (2) better than expected performance of new business 
(container manufacturing and home appliance); (3) plan to buy treasury shares.  

Reiterate ADD with higher TP of VND68,500 

We raise our TP to VND68,500 to reflect the FY22-23F EPS upgrade and roll 
forward our valuation base year to 2022.  HPG now trades at 7.6x P/E TTM vs. 
TOP20 global largest-market capitalisation steel companies’ 7.9x average P/E 
TTM. We believe that HPG deserves to trade at higher level than its peers given 
its superior profitability. Downside risk: slower-than-expected steel demand 
growth. 

11 November 2021 

 

Outlook – Short term: Positive 

Outlook – Long term: Positive 

Valuation:  Positive 

 

Consensus*: Add:13  Hold:2  Reduce:0 

Target price / Consensus: 6.2% 

Key changes in the report 

➢ FY21-23F EPS increased by 12.1%-17.0% 

 

Price performance 

 

Source: VND RESEARCH 

Key statistics 

52w high (VND) 58,000 

52w low (VND) 22,240 

3m Avg daily value (VNDmn) 1,348,170 

Market cap (VND bn) 247,353 

Free float (%) 27 

TTM P/E (x) 7.6 

Current P/B (x) 2.9 

 

Ownership 

Tran Dinh Long 26.1% 

Vu Thi Hien 7.3% 

Others 66.6% 

Source: VND RESEARCH 

 

 
 

 

Source: VND RESEARCH 

Financial summary (VND) 12-20A 12-21E 12-22E 12-23E

Net revenue (bn) 90,119 152,028 150,450 149,841

Revenue growth 41.6% 68.7% (1.0%) (0.4%)

Gross margin 21.0% 28.2% 25.9% 26.3%

EBITDA margin 24.4% 31.3% 29.6% 31.5%

Net profit (bn) 13,450 35,674 31,639 32,260

Net profit growth 78.7% 165.2% (11.3%) 2.0%

Recurring profit growth 78.7% 165.2% (11.3%) 2.0%

Basic EPS 3,007 7,975 7,073 7,212

Adjusted EPS 2,754 7,416 6,577 6,706

BVPS 13,206 20,775 27,337 34,046

ROAE 25.2% 46.9% 29.4% 23.5%
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AWAITING THE DUNG QUAT STEEL COMPLEX 2 

Reiterate Add with a higher TP of VND68,500 

We raise our TP by 9.4% to VND68,500 to reflect the FY22-23F EPS upgrade 
and roll forward our valuation base year to 2022. Our valuation is based on an 
equal weighting of: 1) a target P/E of 10.0x on FY22F EPS, and 2) a DCF 
valuation over a 10-year projection period. In which, DCF valuation increased 
12.7% compared to our previous model following FY22-23F EPS upgrade.  

The post-COVID-19 stimulus program is expected to be announced soon to help 
the economy recover. We expect that the Government's accelerated 
disbursement of public investment in infrastructure will help increase domestic 
construction steel demand in FY22-23F. As a biggest steel producer in Vietnam, 
HPG is clearly a very bright candidate for investment under this investment 
theme. 

That would support HPG to be re-rated upward in upcoming time thanks to: 

(1) HPG now trades at 7.6x P/E TTM vs. TOP20 global largest-market 
capitalisation steel companies’ 7.9x average P/E TTM. We believe that 
HPG deserves to trade at higher level than its peers given its superior 
profitability (ROE TTM of 45.6% vs 23.0% peer average). 

Figure 1: HPG's cheap valuation versus to TOP20 global largest-market capitalisation steel 

companies despite its superior profitability profitability 

 
 
Notes: Bubble size is the company's market capitalisation 

   Source:  VNDIRECT RESEARCH, BLOOMBERG, DATA AS OF 11 Nov 2021 

 

(2) DQSC 2 will start construction in early-2022, which will contribute to 
HPG's business results from FY24F. We expect FY24F net profit to 
increase to VND40,500bn, equivalent to a CAGR of 13.2% during FY22-
24F period; 

(3) Healthy balance sheet with cash rich: At the end of 3Q21, HPG's total 
cash and cash equivalents reached VND34.8tr, accounting for 19.7% of 
the company's total assets. In order to maintain a high ROE before 
DQSC 2 goes into commercial operation, we believe HPG will leverage 
this large amount of cash to execute its vertical expansion strategy into 
many new industries (container plants, mining purchases. new iron ore, 
expanding the household electricity segment and increasing the real 
estate land bank). However, given the lack of information from this 
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project, we haven’t included the contribution of the new business into 
our model yet. HPG's management is also considering a plan to buy 
back treasury shares to increase the current EPS. 

Figure 2: DCF model – key assumptions    

 
     Source: VNDIRECT RESEARCH 

 

Figure 3: P/E method assumptions   Figure 4: Blended target price, based on our estimates  

 

 

 
     Source: VNDIRECT RESEARCH       Source: VNDIRECT RESEARCH 

 

Figure 5: Peer comparison  

 
Source:  VNDIRECT RESEARCH, BLOOMBERG, DATA AS OF 11 Nov 2021 

 

Re-rating catalyst: new business plans (container manufacturing and home 
appliance) to develop the value chain. Downside risk: slower-than-expected 
steel demand growth. 

General assumptions 

Risk free rate (10-year VGB yield) 3.0%

Equity risk premium 11.0%

Beta (source: BB, 1-y adj. beta) 1.1                       

Cost of equity 15.1%

Long-term growth rate 1.0%

Cost of Debt 5.0%

WACC 11.6%

(in VND bn, otherwise noted)

PV of DCF (10 years) 184,938                

PV of Terminal value 158,537                

Enteprise value 343,475                

Less: Total Debt 60,050                  

Plus: Cash and Cash equiv. 35,625                  

Less: Minority Interest 207                       

Implied EV 318,843                

No. of o/s shares (mn shares) 4,473                    

Implied value per share (VND) 71,283                  

EPS 2022 6,577                      

Industry median multiple 6.6                          

Premium 51.5%

Target multiple 10.0                        

Implied value per share (VND) 65,772                    

Method Implied value per 

share (VND)

Weight (%) Weighted price 

(VND)

DCF 71,283                    50% 35,641                 

P/E 65,772                    50% 32,886                 

Target price (VND, rounded) 68,500                 

Price Mkt cap

3-year 

EPS

LC$ US$ m CY21F CY22F CAGR (%) CY21F CY22F CY21F CY22F CY21F CY22F

Regional listed steel producers

JSW Steel JSTL IN 667.6       21,644    6.8         8.4         23.0       2.4         1.9         5.4         6.0         37.7       24.4       

Tata Steel TATA IN 1,310.9    21,152    4.6         7.4         35.6       1.5         1.2         3.8         5.2         34.8       17.9       

Nippon Steel Corp 5401 JP 1,896.0    15,833    4.1         5.7         na 0.6         0.5         4.7         5.7         14.9       9.0         

Hindalco Industries HNDL IN 361.4       13,677    9.4         8.8         0.7         1.3         1.2         6.0         5.9         15.1       13.7       

JFE Holidng Inc 5411 JP 1,459.0    7,861      3.4         4.7         na 0.5         0.4         4.7         5.6         14.2       8.3         

Bluescope Steel Ltd BSL AU 21.3        7,550      3.9         6.7         64.8       1.0         0.9         2.4         3.7         28.4       13.5       

NMDC NMDC IN 144.9       5,696      4.8         6.6         28.4       1.2         1.1         3.2         4.4         26.7       17.5       

Jindal Steel & Power Ltd JSP IN 402.6       5,508      4.6         6.2         na 1.0         0.9         3.2         4.1         23.4       14.3       

Angang Steel Co Ltd-A 000898 CH 3.8          5,476      4.0         4.0         (15.6)      0.6         0.5         2.7         2.7         15.9       14.8       

Hyundai Steel 004020 KS 39,950.0  4,505      3.6         4.1         na 0.3         0.3         4.3         4.6         8.5         7.2         

Average 10,890   4.9         6.3         22.8       1.0         0.9         4.0         4.8         22.0       14.1       

Median 7,706     4.4         6.4         25.7       1.0         0.9         4.1         4.9         19.7       14.0       

Hoa Phat Group HPG VN 54,200     10,700    7.3         8.2         17.8       2.6         2.0         6.9         7.2         46.9       29.4       

P/E (x) P/BV (x) EV/EBITDA (x) ROE (%)Company Ticker
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3Q21 Recap: HRC business recorded strong performance in terms of both 

sales volume and margin 

Figure 6: 3Q21 business results (VND bn) 

 
   Source: VNDIRECT RESEARCH, COMPANY REPORTS 

 

Sales volumes improve as lockdowns ease 

Vietnam's construction steel sales volume fell 20% yoy to 2.1m tonnes in 3Q21. 
We believe that the weak construction steel demand in 3Q21 was due to (1) the 
resurgence of Covid-19 pandemic from late-Apr caused most construction 
projects to be closed under Directive 16; and (2) the rainy season that came 
earlier than usual in the South.  

Following this, in 3Q21, HPG sold 959,447 tonnes of construction steel (-1.5% 
yoy), 218,871 tonnes steel billet (-57% yoy), 122,667 tonnes steel pipe (-44.5% 
yoy. Meanwhile, galvanised steel and HRC recorded impressive volume growth 
of 136.6%/508.3% yoy respectively in 3Q21 thanks to huge demand from export 
markets and last year’s low-base.  

However, HPG reported strong recovery in October volume results with social 
distancing measure eased nationwide. In detail, October steel sales volume 
jumped 75% yoy/31% mom. Cumulative 10M21, HPG’s total steel volume 
reached 7.3m tonnes (+44% yoy), equivalent to 84.2% of our previous forecast 
for FY21F. 

 

 

 

3Q21 3Q20 % yoy 9M21 9M20 yoy

vs full year 

forecast Comment

Total revenue       38,674       24,686 56.7%     104,969       64,340 63.1% 68.3%

Steel 36,497      21,127      72.7% 97,796      55,049      77.7% 68.5%

In 9M21, HPG's total steel sales volume reached 

4.6m tonnes, inline with our forecast. However, 

steel revenue only fulfilled 68.5% of our forecast 

due to lower sales volume of steel pipes & 

galvanised steel (with high selling price) and higher 

sales volume of billet (with lower selling price).

Agriculture 1,568        2,791        -43.8% 6,185        7,834        -21.1% 61.0%

3Q21 agriculture revenue decreased sharply by 

43.8% yoy to VND1,568bn due to a 40% yoy drop 

in hog price.

Real estates 609           193           215.7% 988           549           80.0% 123.8%

Gross profit 11,861      5,169        129.5% 31,521      12,638      149.4% 82.6%

Gross profit margin 30.7% 20.9% 9.7% pts 30.0% 19.6% 10.4% pts 5.2% pts

Higher than our forecast thanks to the strong 

expansion of steel margin on the back of high 

selling prices across the board. HRC was key driver 

for qoq earnings growth in 3Q21, thanks to a 25% 

surge in selling prices, 16% higher than our 

forecast.

SG&A expense 819           462           77.3% 2,224        1,287        72.8% 72.4%

EBITDA 11,597      5,889        96.9% 32,817      14,762      122.3% 78.7%

Interest expense 675           541           24.8% 1,896        1,545        22.7% 72.7%

Pretax profit 10,979      4,272        157.0% 29,018      10,025      189.5% 86.6%

Net profit 10,352      3,773        174.4% 27,051      8,801        207.4% 88.7% Higher than our forecast.

Net margin 26.8% 15.3% 11.5% pts 25.8% 13.7% 12.1% pts 5.9% pts

EBITDA margin 30.0% 23.9% 6.1% pts 31.3% 22.9% 8.3% pts 4.1% pts

SG&A as % of revenue 2.1% 1.9% 0.2% pts 2.1% 2.0% 0.1% pts 0.1% pts

Sales volume (tonne) 2,022,402  1,852,866  9.1% 6,320,339  4,600,020  37.4% 72.8% Inline with our forecast.

Construction steel (tonne) 959,447    974,080    -1.5% 2,797,567  2,486,999  12.5% 72.3%

Steel billets (tonne) 218,871    509,000    -57.0% 810,643    1,339,010  -39.5% 95.6%

Steel pipe (tonne) 122,667    221,978    -44.7% 497,916    569,078    -12.5% 59.4%

Galvanised steel (tonne) 113,123    47,808      136.6% 273,075    104,933    160.2% 69.7%

HRC (tonne) 608,294    100,000    508.3% 1,941,138  100,000    1841.1% 71.0%
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Figure 7: HPG's total steel sales volume in October grew by 31% mom (tonne) 

 
   Source: VNDIRECT RESEARCH, VIETNAM STEEL ASSOCIATION 

 

Gross margin will remain high in FY22-23F 

HPG’s construction steel selling price have increased three times 

in Oct 

In October, HPG has adjusted its construction steel selling price three 
times, with a total increase of 3.9% (+VND600/kg). We believe that 

construction steel price rebounded mainly thanks to (1) the pent-up 
demand on construction steel segment once lockdown eases; and (2) 

the distributors normally tend to also increase stocking inventories 

during the uptrend period in steel prices.  

In 10M21, HPG's construction steel ASP reached VND15,700/kg (+42% 
yoy), 7% higher than our full-year forecast. Thus, we increase HPG's 

construction steel ASP by 4% in FY21F from our previous forecast of 
VND14,600/kg to VND15,200/kg. We still maintain the view that the 

selling price of construction steel will gradually decrease to the long-
term average level, however, the prospect of robust steel demand 

recovery after the pandemic will make this price reduction process 
longer than expected. Therefore, we forecast that HPG's construction 

steel ASP will reach VND14,000/kg in FY22F, up 4% from the previous 

forecast. In FY23-24F, construction steel ASP will decrease to 

VND13,300-13,000/kg, down 5%-2% yoy, respectively, in our view. 

 

 

Source: HPG 

 
  

Low steel demand of China to trigger sharp fall in iron ore prices  

Following record highs in 2Q21, the price of iron ore has fallen 

significantly, reaching around US$100/tonne in early November. The 

average spot price for 62% Fe iron ore fines at Chinese ports for the 
month of October was around 45% lower than the peak reached in May. 

The fall in prices reflects China’s lower steel output from June with 

expectations of more modest levels of production in 2H21.  

In recent months, China has stepped up efforts to address surging 

property prices, and this has softened the recent boom in residential 

construction activity. Besides, the Chinese government has signalled it 
is also keen to ensure reduced air pollution (and blue skies) for the 

Beijing Winter Olympics in February 2022, and have raised a potential 
extension of output curbs in northern provinces through to the end of 

March 2022. The combined impact of these policies is weakening 
demand for steel from the construction sector in recent months, with this 

industry typically accounting for 50-60% of domestic steel consumption. 
With a growing supply of iron ore from Australia and Brazil also 

projected for the second half of 2021, this is likely to limit the size of any 

rebound in iron ore prices in the short term. 

According to Australian Department of Industry, Science, Energy and 
Resources (DISR) estimates, the FY21F average iron ore price is 

forecasted to reach US$150/tonne (+43% yoy), before falling to below 

US$100/tonne by the end of FY22F. 

 

 
Source: DISR FORECASTS 

 
  

Title:

Source:

Please fill in the values above to have them entered in your report
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World steel production recovers to push coking coal prices up 

Coking coal prices have hit new peaks in recent months, as supply 
shortages meet rebounding global industrial production. The Australia 

hard coking coal is trading at US$372/tonne, up 267% from the end of 
2020. The diversion of Australian coal from China to other markets is 

now effectively complete, with the previous surplus of Australian supply 

now largely redirected.  

Coking coal prices are expected to remain volatile over the final quarter 
of 2021. Potential weather events over autumn remain the most 

significant upside risk to prices, with the potential to disrupt shipping 
from Queensland. Some broad upward price pressure is also expected 

to persist, as global steelmaking continues to scale up. DISR forecasts 

coking coal to ease from an average US$162/tonne (+30% yoy) in 

FY21F to US$159/tonne in FY22F and US$152/tonne by FY23F. 

On the downside, potential cuts in Chinese steelmaking remain a 

prospect. Any such cuts would likely take price pressure off non-
Australian metallurgical coal, reducing the price differential and 

potentially enabling some cost rebalance between China and ex-China 

markets. 

 

 
Source: DISR FORECASTS 

   

Gross margin will remain high in FY22-23F 

In 9M21, HPG recorded a GM of 30.0%, jumped by 10.4 pts yoy. We 

expect GM to reach 28.2% in FY21F as 4Q21F HRC selling price will 
drop 7.0% qoq. In FY22-23F, we forecast HPG’s GPM will decline but 

remain high at 25.9%-26.2%, respectively, thanks to (1) lower 
proportion of billet (with low GM) in FY22-23F total steel sales volume; 

and (2) iron ore prices, which account for about 30-35% of input costs, 
plummeted 38% yoy in FY22F. These two reasons will partly 

compensate for (1) the construction steel ASP decreased by 5% yoy 

and (2) coking coal increased by 14% yoy in FY22F. 

 

 

 
Source: VNDIRECT RESEARCH ESTIMATES, COMPANY REPORTS 

   

Figure 8: Prices of iron ore and coking coal 

 
   Source: VNDIRECT RESEARCH, BLOOMBERG, DISR 

 

  

Last month Last quarter Last year 2021 2022 Long term 2021 2022 Long term

Iron Ore 62% Fe Fines US$/tonne 99.5         -17.4% -44.5% -15.3% 150       95         80          150       93         81          

Hard Coking Coal US$/tonne 371.5       -1.2% 71.6% 223.0% 165       160       155        163       159       150        

Commodity price performance VNDS assumption DISR estimate
Commodity prices Spot price
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FY21-23F earnings revision reflects better construction steel ASP and 

lower iron ore prices 

Figure 9: Earnings revision for FY21-23F (VND bn) 

 
   Source:  VNDIRECT RESEARCH 

We revise our assumptions on FY21-23F steel sales volume as follow:  

• We revised up construction steel sales volume by 3% for FY21F to 
reflect strong 10M21 results. In FY22-23F, we expect HPG construction 
steel sales volume to grow at a 12.4% CAGR on the back of: (1) 
acceleration of infrastructure development in FY22-23F, thanks to state 
investment expansion; (2) our view that the residential property market 
will heat up from FY22F due to low mortgage rates and higher new 
supply; and (3) as the largest steel producer in Vietnam, HPG should be 
well-position to meet the resulting demand for construction steel.  

• We revised up steel billet sales volume by 21% for FY21F thanks to 
strong export demand to China. The temporary shortage of steel supply 
in China due to lack of electricity has created a good opportunity for 
HPG to export billet in recent months. We expect this trend to continue 
at least until tend-4Q21. Besides, HPG is testing No.3 rolling mill (at 
DQSC) and will put it into commercial operation this year. This means 
that their billet sales business is moving gradually along its timeline for 
the No.3 rolling mill launching. Faced a capacity constraint, we assume 
billet sales volume in FY22-23F period will be dropped to just 0,4m 
tonnes (-57% yoy) and 0.2m tonnes (-48% yoy), respectively.  

• We revised down steel pipe sales volume by 17% for FY21F due to 
reflecting weak 10M21 results. Steel pipe volume is forecast to recovery 
strongly by 10% and 5% yoy to 768,000 tonnes and 807,000 tonnes in 
the next two years as pent-up demand post Covid-19.  

• We revised down HRC sales volume by 8% for FY21F as the drop in 
steel pipe volumes nationwide has also impacted negatively on HRC 
volume demand. Meanwhile, we keep unchanged HRC sales volume 
for FY22F of 2.7m tonnes (+7% yoy). 

• We keep unchanged our galvanised steel sales volume assumption. 

2021F 2022F 2023F 2021F 2022F 2023F 2021F 2022F 2023F

Total revenue 153,629 151,639 151,907 152,028 150,450 149,841 -1.0% -0.8% -1.4%

Steel 142,206 135,203 133,071 141,942 136,624 133,427 -0.2% 1.1% 0.3%

Gross profit 38,144 35,950 36,592 42,905 39,015 39,468 12.5% 8.5% 7.9%

Gross profit margin 24.8% 23.7% 24.1% 28.2% 25.9% 26.3% 3.4% pts 2.2% pts 2.3% pts

SG&A expense 3,073 3,033 3,038 3,041 3,009 2,997 -1.0% -0.8% -1.4%

EBITDA 41,718 41,890 46,320 45,265 42,550 45,304 8.5% 1.6% -2.2%

Interest expense 2,607 2,637 2,372 2,541 2,506 2,087 -2.5% -5.0% -12.0%

Pretax profit 33,494 30,894 31,715 38,858 34,744 35,494 16.0% 12.5% 11.9%

Net profit 30,496 28,049 28,766 35,674 31,639 32,260 17.0% 12.8% 12.1%

Net margin 19.9% 18.5% 18.9% 23.5% 21.0% 21.5% 3.6% pts 2.5% pts 2.6% pts

EBITDA margin 27.2% 22.3% 30.5% 29.8% 28.3% 30.2% 2.6% pts 6.0% pts -0.3% pts

SG&A as % of revenue 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 0.0% pts 0.0% pts 0.0% pts

Core EPS (VND) 6,189 5,686 5,824 7,416 6,577 6,706 19.8% 15.7% 15.1%

Sale volume ('000 tonne) 8,681 8,936 9,182 8,648 8,881 9,170 -0.4% -0.6% -0.1%

Construction steel 3,871 4,545 5,055 4,002 4,587 5,055 3.4% 0.9% 0.0%

Steel billet 848 430 228 1,029 440 228 21.3% 2.4% 0.0%

Steel pipe 838 880 924 699 768 807 -16.7% -12.7% -12.7%

Galvanised steel 392 396 396 392 396 396 0.0% 0.0% 0.0%

HRC 2,732 2,686 2,580 2,526 2,690 2,685 -7.5% 0.2% 4.1%

Old forecasts New forecasts The difference between 

new and old forecasts
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APPENDIX 

Purchasing new mines in Australia 

HPG purchased Roper Valley iron ore mine in the Northern Territory (NT) from 
UAE firm Al Rawda Resources, under a deal originally agreed in Feb 2021. The 
mine contains 320m tonnes of reserves and has mining capacity for 4m tonnes 
per annum, according to HPG.  

According to HPG management, the iron ore mine is currently taking steps to 
prepare for exploitation. Thus, iron ore production will only be around 100,000-
200,000 tonnes in FY22, lower than our previous forecast of 3m tonnes. 

The company is also under negotiation with other potential mine sellers in 
Australia. It is targeting to buy more mines in the future to increase the self-
supply to at least 50% of iron ore demand, equivalent to 10m tonnes per annual. 

Container business update 

HPG plans to manufacture 500,000 twenty-foot equivalent unit (TEU) containers 
per annum year to mitigate a shortage since containers are stuck at ports after 
Covid19 hit trade. 

Currently, the first container factory in Ba Ria-Vung Tau province is under 
construction. The plant has a capacity of 180,000-200,000 TEU per annum and 
is expected to come into commercial operation in 2Q22F. 

Containers are made from weather-resistant and expensive SPA-H steel (a type 
of HRC product). Based on Container-Xchange estimates, steel currently 
accounts for about 55% of the container production cost. Thus, HPG 
management believes that the its products can compete with the world's leading 
container manufacturers thanks to its active input materials. Besides, the first 
container factory will need about 350,000 tonnes per annum of HRC input when 
production is at full capacity, ensuring the HRC product’s output in the future.  

However, given the lack of information from this project, we haven’t included the 
contribution of container into our model yet. 

Expanding new land bank 

HPG’s existing projects include six industrial park projects with total area of 
1,135ha. Of which, HPG currently announced that it has received approval from 
The People’s Committee of Hung Yen Province allowing it to be an investor for 
the Yen My II expansion project with a land lot covering 216ha and for the Pho 
Noi A expansion 2 project which includes 92.5ha. 

Regarding residential property segment, with no major projects handed over in 
FY20-21F, HPG will launch Pho Noi urban project in FY22-23F (total investment 
of VND4,000bn). 

On 28 May, HPG received approval from The People’s Committee of Can Tho 
Province, Mekong Delta area, to conduct a survey for three residential 
development projects with a land bank size covering more than 540ha, including 
an 88.2ha in Cai Rang; 6.24ha in Ninh Kieu and 452ha in Binh Thuy. HPG will 
have six months to make the feasibility study, starting from 6 May for the first 
two projects and from 27 May 2021 for the biggest one. Besides raw land 
purchases, HPG is considering doing M&A transactions to accelerate land bank 
acquisitions. The company’s management expects the real estate segment to 
contribute more net profit from FY23F onwards 

As we are in an early phase of any possible expansion into the real estate market 
and lack any detailed information, we have not included the impact of residential 
or new industrial park projects into our model. This creates upside risk to our 
forecasts. 
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Figure 10: HPG's real estate development plan 

 
   Source: VNDIRECT RESEARCH, COMPANY REPORTS 

 

Accelerating investments in home appliance sector 

On 22 September 2021, HPG established its Electrical Household JSC with 
chartered capital of VND1,000bn. HPG holds 99.9% stake in this company which 
will specialize in electrical household and refrigeration products. 

HPG has successfully produced refrigeration products like freezers and air 
conditioners, sold under its Funiki brand – are they producing fridges and 
freezers currently. In addition to freezers and air conditioners, the company now 
plans to expand this product portfolio to electrical household goods such air 
purifiers, water purifiers, steam fans and other related products although the final 
portfolio of products is under review. 

HPG targets revenue of US$1bn from the business by 2030 and aims to become 
the country’s biggest maker of home appliances, according to Chairman Tran 
Dinh Long. It will focus on products including air conditioners, refrigerators, water 
purifiers and washing machines, with 50% of production for export. 

Thus, HPG now operates in five sectors including Iron and steel (construction 
steel, hot rolled steel); Steel products (including steel pipes, galvanised steel, 
wire rod steel, prestressed steel); Agriculture; Real Estate and home appliances. 

Figure 11: HPG’s organizational structure since September 2021 

  
   Source: VNDIRECT RESEARCH, COMPANY REPORTS 

  

Projects

Area 

(ha)

Launching 

time

Occupancy 

rate (%) Notes

Industrial parks 1,135   

Pho Noi A 392     2004 100%

Hoa Mac 131     2008 100%

Pho Noi A expansion 1 205     2010 85%

Yen My II 98       2015 100%

Pho Noi A expansion 2 93       2021 Expected for lease by the end of 2021

Yen My II expansion 216     2021 Expected for lease by the end of 2021

Residential properties 808     

Pho Noi 262     

Under construction, expected to launch in 

FY22-23F

Cai Rang 88       Legal procedures are being finalised

Ninh Kieu 6         Legal procedures are being finalised

Binh Thuy 452     Legal procedures are being finalised

  

HPG has successfully produced 

refrigeration products like freezers and air 

conditioners, sold under its Funiki brand 
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Income statement

(VNDbn) 12-21E 12-22E 12-23E

Net revenue 152,028 150,450 149,841

Cost of sales (109,123) (111,435) (110,373)

Gen & admin expenses (1,824) (1,805) (1,798)

Selling expenses (1,216) (1,204) (1,199)

Operating profit 39,864 36,006 36,471

Operating EBITDA 46,015 43,337 46,163

Depreciation and amortisation (6,150) (7,331) (9,692)

Operating EBIT 39,864 36,006 36,471

Interest income 2,377 2,123 2,136

Financial expense (4,146) (4,139) (4,014)

Net other income 760 752 899

Income from associates & JVs 2 2 2

Pre-tax profit 38,858 34,744 35,494

Tax expense (3,125) (3,041) (3,163)

Minority interest (59) (65) (71)

Net profit 35,674 31,639 32,260

Adj. net profit to ordinary 35,674 31,639 32,260

Ordinary dividends (2,236) (2,236) (2,236)

Retained earnings 33,437 29,402 30,024

Balance sheet

(VNDbn) 12-21E 12-22E 12-23E

Cash and equivalents 13,682 15,045 14,235

Short term investments 21,943 21,943 21,943

Accounts receivables 10,829 11,129 10,647

Inventories 46,340 46,711 44,626

Other current assets 3,801 3,761 3,746

Total current assets 96,595 98,589 95,197

Fixed assets 81,173 102,125 120,716

Total investments 171 171 171

Other long-term assets 3,745 3,706 3,691

Total assets 181,684 204,592 219,775

Short-term debt 42,325 30,743 13,286

Accounts payable 22,422 22,898 19,517

Other current liabilities 4,561 4,514 5,572

Total current liabilities 69,308 58,154 38,375

Total long-term debt 17,725 22,382 27,276

Other liabilities 1,520 1,504 1,498

Share capital 44,729 44,729 44,729

Retained earnings reserve 43,633 73,036 103,059

Shareholders' equity 92,923 122,278 152,284

Minority interest 207 272 343

Total liabilities & equity 181,684 204,592 219,775

Cash flow statement

(VNDbn) 12-21E 12-22E 12-23E

Pretax profit 38,858 34,744 35,494

Depreciation & amortisation 6,169 7,350 9,711

Tax paid (3,125) (3,041) (3,163)

Other adjustments (463) (503) (524)

Change in working capital (14,226) (1,566) 1,070

Cash flow from operations 27,214 36,983 42,589

Capex (15,000) (28,333) (28,333)

Proceeds from assets sales 0 0 0

Others (13,816) 0 0

Other non-current assets changes 0 0 0

Cash flow from investing activities (28,816) (28,333) (28,333)

New share issuance 0 0 0

Shares buyback 0 0 0

Net borrowings 3,825 (5,051) (12,829)

Other financing cash flow

Dividends paid (2,236) (2,236) (2,236)

Cash flow from financing activities 1,589 (7,288) (15,066)

Cash and equivalents at beginning of period 13,696 13,682 15,045

Total cash generated (14) 1,362 (810)

Cash and equivalents at the end of period 13,682 15,045 14,235

Key ratios

12-21E 12-22E 12-23E

Dupont

Net profit margin 23.5%    21.0%     21.5%     

Asset turnover 0.97       0.78        0.71        

ROAA 22.8%    16.4%     15.2%     

Avg assets/avg equity 2.06       1.79        1.55        

ROAE 46.9%    29.4%     23.5%     

Efficiency

Days account receivable 26.0       27.0        25.9        

Days inventory 155.0      153.0      147.6      

Days creditor 75.0       75.0        64.5        

Fixed asset turnover 1.98       1.64        1.34        

ROIC 23.3%    18.0%     16.7%     

Liquidity

Current ratio 1.4         1.7         2.5         

Quick ratio 0.7         0.9         1.3         

Cash ratio 0.5         0.6         0.9         

Cash cycle 106.0      105.0      109.0      

Growth rate (yoy)

Revenue growth 68.7%    (1.0%)     (0.4%)     

Operating profit growth 132.8%   (9.7%)     1.3%      

Net profit growth 165.2%   (11.3%)    2.0%      

EPS growth 165.2%   (11.3%)    2.0%      
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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 disc losure 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 ins truments. 
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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