BUSINESS UPDATE REPORT
31/08/2021 — HSX: KDH

Industry: Real Estate (Latest Report: Link)
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Khang Dien House Investment and Business Jsc (HSX: KDH)

Update your business outlook for the second half of 2021.

Current price: 39,750 Date of writing the report: 31/08/2021 Shareholder structure

Previous Target price before 39,300 Outstanding Shares (million) 623 VIETNAM VENTURES LIM 5.1%
New target price: Market Cap (billion) 24,643 VIETFUND MANAGEMENT 3.5%
Dividend yield Avg. liquidity 6M: 2,504,630 VEIL HOLDINGS LTD 3.0%
Upside -1.1%  %Foreign ownership 30.3%  VENNER GROUP LTD 2.2%
Industry analyst: Valuation

Phan Quoc Buu
(Real-estate, Industrial Park, Retail)
buupg@bsc.com.vn

Technical analyst:

Trung Le
ducnt@bsc.com.vn

Target price: 42,600 VND
Stop-loss price: 36,500 VND

Comparison table of KDH and VN- Index

VNIndex vs Stock Price
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s \/NINDEX (LHS) KDH (RHS)

2021F 2022F
PE (x) 19.8 16.5
PB (x) 2.5 2.2
PS (x) - -
ROE (%) 13.5% 14.0%
ROA (%) 7.7% 8.7%
EV/ EBITDA (x) 19.8 16.5

BSC Equity Research

Compared to the latest BUY recommendation report on 10/05/2021, Khang Dien's share

price has recorded an impressive increase and is close to our target price

=  We make a Neutral recommendation for KDH stock with a target price of VND 39,300
based on RNAV method (-1.1% compared to the price on 31/08/2021) due to (1) New
update of project portfolio; (2) Adjustment of project sale price assumption for
potential land fund in Binh Tan, Phong Phu 2 area and (3) WACC = 11%.

Forecasting business results

= BSC estimates that in 2021, KDH's revenue and profit after tax are estimated at
VND4,631 billion (+0.3% YoY) and VND1,330 billion (+15.0% YoY), respectively. EPS
FW 2020 = VND 2,163. PE FW 2021 = 15.8 times. The main source of revenue comes
from the project (1) Safira, (2) Verosa Park, (3) Lovera Vista and (4) the Amerna
Project.

Investment perspective

= Owning a large-scale land fund in the inner city waiting to be "unlocked".

Risk

= Plans to launch projects have been slowed due to legal issues and the Covid-19
outbreak.

= General risks of the real estate industry (lending interest rate, industry cycle)

Business results update

= Business results in the first half of 2021 remains positive, close to our forecast. KDH
revenue increased by 28% over the same period, reaching VND 1,969 billion (+28%
YoY), PROFITST reached VND 473 billion, up 16% over the same period.

= KDH completed 41% and 39.4% of the 2021 plan of revenue and after-tax profit,
respectively.

= The fourth wave of Covid-19 could pose a risk to plans to launch projects and
project profit growth. KDH is expected to open for sale and record part of Armena
project - Thu Duc District (Expected Q4/2021) and Binh Tan project (Q2/2022). As
mentioned in the most recent report, the exceeding profit plan will depend on the
progress of the Amerna - Thu Duc project.

Peer VN-Index [ 2019 | 2020F | 2021F | 2022F |
16.4 17.1 Turnover 2,845 4,617 4,631 4,529
2.0 2.5 Gross profit 1,500 1,964 2,132 2,398
- 2.1 Profit after tax 915 1,153 1,330 1,593
15.0% 15.0% EPS 1,597 1,893 2,054 2,460
5.1% 2.4% EPS growth -14% 19% 9% 20%
- 16.5 Net debt/ Equity 10% 23% 19% 17%
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BSC

BUSINESS UPDATE REPORT

Business Results in the first half of 2021 remains positive.

Product handover activities of projects ensuring profit growth 6M2021. In the first 6 months of the year,
real estate transfer activities are activities contributing the main proportion in the revenue structure of KDH.
Accumulated 6M2021, KDH revenue increased by 28% over the same period, reaching VND 1,969 billion
(+28%YoY). The main source of revenue comes from the handover of projects (1) Safira, (2) Verosa Park and
(3) Lovera Vista. These are projects that have completed the sale and are handed over, of which Q3/2021
will be the focus of the handover of the Lovera Vista project.

Gross profit margin decreased from 49% 6M2020 to 42% 6M2021 mainly due to differences from the type of
handover products, in 6M2021 KDH mainly handed over apartment products, which had a lower gross profit
margin with Verosa Park Townhouse/villa products in the same period.

Accumulated 6M2021, KDH recorded profit after tax reached VND 473 billion, up 16% over the same period.
Accordingly, KDH has completed 41% and 39.4% of the revenue and profit after tax plan in 2021, respectively.

6M2021 6M2020 % YoY

Turnover 1,969 1,532 28%
Real estate transfer 1,936 1,499 29%
Service provider 30 17 79%
Operating leasing 1 1 63%

Gross profit 830 752 10%
Gross margin 42% 49%

Cost of sale & QLDN 178 173 3%
SG&A/Gross revenue 9% 11%

EBIT 652 579 13%

Financial revenue 11 10 9%

Financial expenses 40 45 -11%

Profit/Loss from an affiliate - -

EBT 606 528 15%

Taxes 133 119

NPAT 473 409 16%

Minority shareholder benefits - -

Company’s NPAT 473 409 16%

Basic EPS (VND) 767 664

Gross profit margin 42% 49%

Net profit margin 24% 27%

Source: KDH, BSC Research

The fourth wave of covid-19 could pose a risk to plans of launching projects and profit growth. In the second
half of 2021 and 2022, KDH is expected to open for sale and record part of the Armena - Thu Duc District
project (Expected Q4/2021) and Binh Tan project (Q2/2022). According to the management, the legal
procedures at the two projects are almost complete and are expected to sell according to the above plan. As
mentioned in the most recent report, the exceeding of the profit plan will depend on the progress of the
Amerna project. Assuming the epidemic is under control in Q32021, we believe KDH could still exceed its profit
plan for 2021. In case of a more negative scenario, we will monitor, update and adjust the project in the next
report.

BSC Equity Research Bloomberg: RESP BSCV Page | 2



BUSINESS UPDATE REPORT Bsc

31/08/2021 — HSX: KDH

New sales will increase sharply in 2022 thanks to the opening of 3 key projects. Due to the impact of covid-19 on the
progress of legal processing in 2021, BSC revised down the forecast of the total pre-sales value of KDH to VND891 billion
(-66.9%YoY and -58.6% compared to the previous forecast) because Binh Tan apartment project will be opened for sale
in 2022.

In 2022, KDH will continue to open the next phases of three projects including (1) Armena (District 9), (2) Binh Tan and
(3) Clarita (District 2), the total pre-sales of KDH in 2022 is estimated at VND 6,076 billion. The number of products for
sale recorded a lower level than in the period of 2018-2020 due to changes in product structure focusing on land products.

BSC consider that with (1) The sale price of the project is expected to be high in the context of land fund with good COGS
after turning to Thu Duc city and (2) The brand, prestige of KDH, as well as the good sales rate has been proven in the
last few years will be the driving force for profit growth of KDH in the next 1-2 years.

7,000 7,000
6,076 6,076
6,000 6,000
5,000 4,519 5,000 4,519 4,631 4,529
4,000 4,000 3,472
3,000 2,694 3000 2,920 2,845 2,694
1,664 1,635
2,000 1,219 2,000 1,664
900 645 891
1,000 891
. 72 1,000 l
2018 2019 2020F 2021F 2022F .
2018 2019 2020F 2021F 2022F
B Pre-sales (VND billion) Products (Apartment) B pre-sales (VND billion) Handover value (VND billion)

Source: BSC Research estimates
Update table of project progress and opening plan 2021

Area Number
Project Product type Location (Ha) of 2020 2021 2022 2023 2024 2025
products
Safira Apartment Thu Duc 2 1,570
Lovera Vista Apartment Binh Chanh 3 1,300
Verosa Park Townhouse, villa Thu Duc 8 296
Clarita Townhouse, villa Thu Duc 6 159
Amerna Townhouse, villa Thu Duc 4 180
. . Binh Tan
Binh Tan Project Apartment District 2 1,000
Phu Phu 2 Residential Area N/A Binh Chanh 133 N/A
Binh Tan
Tan Tao Urban Area N/A District 330 N/A
Residential Area 11A N/A Binh Chanh 16 N/A
Le Minh Xuan Industrial Park N/A Binh Chanh 110 N/A

expanded

Source: BSC Research, KDH
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Forecast business results 2021

BSC estimates that in 2021, KDH's revenue and profit after tax are estimated at VNDA4,631 billion (0.3%YoY)
and VND1.330 billion (+15.0% YoY). EPS FW 2020 = 2,163 VND. PE FW 2021 = 15.8. The main revenue comes

from the project (1) Safira, (2) Verosa Park, (3) Lovera Vista and (4) the Amerna Project.

Unit: Billion VND 2017A 2018A 2019E 2020 2021F
Turnover 3,061 2,920 2,845 4,617 4,631 4,529
% YoY -22.3% -4.5% -3.5% 61.1% 0.3% -2.2%
Gross profit 1,036 1,239 1,500 1,964 2,132 2,398
% YoY 5.7% 19.6% 21.1% 30.9% 8.6% 12.5%
Gross margin 33.9% 42.5% 53.3% 43.3% 46.9% 53.9%
Selling expenses 109.7 99.3 115.4 247.0 185.2 181.2
SG&A expenses 133.9 158.1 162.3 169.4 208.4 203.8
% SG&A expenses /Gross revenue 8.0% 8.8% 9.8% 9.0% 8.5% 8.5%
Financial revenue 72.2 199.8 41.5 35.0 38.6 95.1
Financial expenses 125.0 88.7 41.6 84.7 114.1 117.7
Pre-tax profit 729 1,076 1,190 1,458 1,663 1,991
Taxes 216 269 295 338 333 398
Profit after tax 502 808 915 1,153 1,330 1,593
% 25% 48% 11% 23% 15% 20%
EPS 1,495 1,952 1,681 1,992 2,163 2,589
Net profit margin 16.4% 27.7% 32.2% 25.0% 28.7% 35.2%
ROE

9.6% 11.8% 12.0% 14.2% 13.5% 14.0%

Source: BSC Research
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VALUATION

BSC

Compared to the latest BUY recommendation report on May 10, 2021, Khang Dien's share price has recorded
an impressive increase and is now close to our target price.

We make a Neutral recommendation for KDH stock with a target price of VND39,300 based on RNAV method
(-1.1% compared to the price on August 31,2021) due to (1) New update of the project portfolio, (2)
Adjustment of the project sale price assumption for potential land fund in Binh Tan region, Phong Phu 2 and
(3) WACC = 11%.

VALUATION

Billion VND

Projects

Lovera Vista

Verosa Park

Clarita

Armena

Binh Tan Project

Phu Phu 2 Residential Area
Tan Tao Urban Area
Residential Area 11A

Le Minh Xuan Industrial Park

Different

Net present value
(+) Cash

(-) Debt

Cash flow discount
Cash flow discount
Cash flow discount
Cash flow discount
Cash flow discount
Compare

Compare

Compare

Compare

Book value

Cash flow discount

Total NAV
value

982

336
1,981
1,364
1,321
3,536
9,875
1,870
1,566

348

Ownership

100%

100%
100%
100%
100%
100%
100%
100%
100%

100%

982

252
2,014
1,448
1,332
4,420
9,875
1,870
1,566

388

24,146
1,836

1,845

Total NAV value

Risk discount rate

Number of shares outstanding

Reasonable value

Share price

Upside

WACC

BSC Equity Research

11%

Bloomberg: RESP BSCV

24,137

24,137

615,086,429
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APPENDIX

BSC

IS (VND Billion) 2019 2020 2021F 2022F Cash flow (VND Billion) 2019 2020 2021F 2022F

Net revenue 2,813 4,532 4,546 4,446 (Loss)/NPAT 915 1,153 1,329 1,507

COGS 1,313 2,568 2,414 2,048 Depreciation 9 11 61 70

Gross profit 1,500 1,964 2,132 2,398 Change in NWC (965) (919) (245) (489)

Selling expenses (115) (247) (185) (181) Other adjustments (123) 84 - -

G&A (162) (169) (208) (204) CF from operating activities (164) 163 1,144 1,088

Operating income 1,223 1,547 1,738 2,013

Financial income 41 35 39 95 Fixed assets investment (235) (48) (366) (419)

Financial expenses (42) (85) (114) (118) Other investment 126 60 - -

Interest expenses (2) - (74) (78) CF from investing activities (201) 12 (366) (419)

Gain/loss from affiliates - - - -

Other gain/loss (33) (39) - - Dividend paid - - - -

Profit before tax 1,190 1,458 1,663 1,991 Cash from net borrowing (186) 1,063 (605) 133

Corporate tax payment (273) (304) (333) (398) Other gain/loss (112) (576) - -

Profit after tax 917 1,154 1,330 1,593 CF from financing activities (296) 486 (605) 133

Minority interest 2 2 - -

Profit after tax - Minority interest 915 1,153 1,330 1,593 Beginning cash balance 1,836 1,175 1,836 2,008

EBITDA 1,232 1,558 1,766 2,032 Cash in year (661) 661 172 802

EPS 1,597 1,893 2,054 2,460 Ending cash balance 1,175 1,836 2,008 2,810

BS (VND Billion) 2019 2020 2021F 2022F Ratio (%) 2019 2020 2021F 2022F

Cash & cash equivalent 1,175 1,836 4,544 5,053 Liquidity ratios

Short term investment 32 - - - Current ratio 2.7 31 2.8 34

Account receivables 3,778 3,529 3,665 3,584 Quick ratio 1.2 1.4 1.5 1.7

Inventory 7,037 7,338 7,838 8,338

Other current assets 305 319 314 307 Capital structure

Total current assets 12,327 13,022 16,360 17,282 Debt/ Total assets 6% 13% 11% 11%

Tangible assets 48 47 67 96 Debt/ Equity 10% 23% 19% 17%

Depreciation 9 11 28 19

Long term incomplete assets 629 695 695 695 Efficiency ratios

Long term investment 100 60 60 60 Days of inventories 1787 1021 1147 1442

Other non-current assets 23 17 17 16 Days of receivables 359 294 289 298

Total non-current assets 910 913 933 961 Days of payables 73 22 30 35

Total Assets 13,237 13,934 17,293 18,243 Ccc 2073 1294 1406 1704

Account payables 696 242 242 242

Short-term debt 377 787 766 803 Profit margin

Other short-term debt 3,499 3,179 4,828 4,096 Gross profit 53.3% 43.3% 46.9% 53.9%

Current liabilities 4,572 4,208 5,836 5,141 NPAT profit 32.2% 25.0% 28.7% 35.2%

Long-term debt 405 1,058 1,094 1,147 ROE 12.0% 14.2% 13.5% 14.0%

Other long-term debt 596 510 510 510 ROA 6.9% 8.3% 7.7% 8.7%

Non-current liabilities 1,001 1,568 1,604 1,657

Total Liabilities 5,573 5,776 7,441 6,798 Valuation

Paid-in capital 5,444 5,787 6,151 6,151 PE 24.2 20.4 19.8 16.5

Capital surplus 720 744 744 744 PB 2.9 2.9 2.5 2.2

Retained earnings 1,327 1,836 3,136 4,693

Other equity - - - - Growth

Minority shareholders 39 31 31 31 Gross revenue growth -3.5% 61.1% 0.3% -2.2%

Total Equity 13,237 13,934 17,293 18,243 EBIT growth 24.5% 26.5% 12.3% 15.8%

Total capital 19,874 23,489 25,454 31,152 EBT growth 10.6% 22.6% 14.0% 19.7%

Number of shares outstanding 544 579 615 615 EPS growth 13.3% 26.0% 15.4% 19.7%
Source: BSC Research.
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Disclaimer

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 (ii)
redistributed without the prior written consent of BIDV Securities Company (BSC).

8th & 9% Floor, ThaiHoldings Tower,

210 Tran Quang Khai St, Hoan Kiem Distr
Hanoi

Tel:+84439352722

Fax:+84422200669

9t Floor, 146 Nguyen Cong Tru St,
District 1, HCMC
Tel:+84838218885
Fax:+84838218510

https://www.bsc.com.vn
https://www.facebook.com/BIDVSecurities
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