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Quoc Cuong Gia Lai JSC

Phuoc kien residential project to drive earnings

Quoc Cuong Gia Lai JSC (QCG) was established in 1994 as a wood processor. In
2008, it ventured into real estate development and now derives c90% of revenue
and profit from residential projects in Tier 1 cities. The group also has interests in
hydropower and rubber plantations, which will start contributing c10% of profits
by 2013. QCG’s main catalyst is the Phuoc kien high-end waterfront
development, which will support 1.1mn sqm of development potential until
2015. Company was listed in August 2011 at VND48,000/share.

Key takeaways from management:

* Prime development site to bolster real estate business. QCG has acquired
a huge land bank of 1.1mn sqm including 993,140 sqm in Phuoc kien, which
is adjacent to the prestigious Phu My Hung area, at a low cost of VND4mn
psm in average from 2007. Phuoc kien has development potential for up to
1.1 sqm GFA of high-end waterfront residential projects over the next six
years, which at current prices would translate into VND12,200b
(USD580mn) worth of revenue. Management expects earnings to ramp
from VND485bn FY11E to 2,426bn FY16.

»= Hydro power and rubber plantation to improve earnings cyclicality. QCG
has developed 4,000 ha rubber areas from 2008 and four hydro power
plants of MW 48.3. Natural rubber planted from 2008 to 2012 will start
contributing to group earnings from 2013. Lagrai 1, Ayun Trung and Pleiko
will come operational in 2011 and Lagrai 2 by 2013. QCG has secured off-
take agreements with the EVN (Electricity of Vietnam) and the 15.3%
electricity price hike effective 1% Mar 2011 will help generate sustainable
cash flow from late 2011.

Stock Performance & Valuation

Vietnam’s high interest rate environment and VND depreciation has contributed
to the overall property sector weakness, including QCG. Most of QCG’s key
property projects are still work-in-progress so meaningful revenue recognition
will only start in 2011. QCG has underperformed the VN-Index by 9.6% in the
past month and valuations have dropped to historical lows of 1.1x, a steep 38.9%
discount to the sector’s average P/B of 1.8x.

Year End Dec 31 2008 2009 9MQ09 9M10
Sales (VND bn) 22.6 328.4 139.0 709.0
Pre-tax (VND bn) 12.5 147.3 15,5 319.1
Net profit (VND bn) 8.0 123.3 11.1 251.3
EPS (VND) 114 1,753 n/a 3,014
EPS growth (%) n/a 1,028.5 n/a 19.1
PER (X) 197.9 12.9 n/a 7.5
PB (X) 2.6 2.1 n/a 1.1
EV/EBITDA (x) 56.6 36.6 n/a 8.8

SEE APPENDIX | FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS
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Company background

Established in 1994 as a wood
processor and wood trader, Quoc
Cuong Group focused on real
estate segment from 2009 after
acquiring land bank from 2005.
Simultaneously, the company also
has strategic development
activities to build hydropower,
rubber plantation. The company
was listed on the HOSE in August
2010.
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Property segment has overtaken wood processing segment as key
revenue driver. QCG is relatively new to the property markets compared with
TDH, DIG, ITC, or NTL. Since QCG entered the property development business in
2005, the company has completed three property projects of 60,255 sgm GFA.
The company is now working on an additional 1.1m sgm land area (estimated
2.3m sgm GFA) for delivery through 2015; the bulk of the development pipeline
is residential projects in the south of City particularly Nha Be District and Binh
Chanh District (Figure 2).

QCG'’s key competitive strengths as follows:
= A huge and low cost land bank acquired during the period from 2005-2007
before the run-up in the property cycle from late 2007. Average land cost is

30-50% lower than current market price.

= Good relations with local authorities and property-broking agencies like
Sacomland to secure land and marketing channels to push final inventory to
buyers.

= Ability to borrow capital at rates that are 2% lower than market lending
rates.

= 90% ownership of a construction company helps reduce construction costs.
According to QCG’s management, these end-to-end capabilities help QCG
maintain a 20% cost advantage over the competition, which they can then
pass onto buyers.

In 2010, property development contributed ¢85-90% of an estimated net
income base of about VND360m. Contributions mainly came from three projects
including Quoc Cuong Apartment 1, The Mansion and Nguyen Thi Minh Khai
Office Building — the last project alone generated VND430bn in revenue and
VND220bn in net profit after QCG sold the entire building to BIDV Bank.

From 2011 onwards, QCG has nine key projects in the pipeline with total GFA of
2.3m sgm, including Phuoc Kien, Giai Viet, and Quoc Cuong Apartment 2. QCG’s
largest development project in this pipeline is the 1,084,000 sqm GFA Phuoc
Kien project, which will be a major revenue source of QCG’s income from 2011
onwards. Phuoc Kien (Figure 1) is located near Phu My Hung, Vietnam’s premier
residential site. QCG successfully acquired the land bank at an average cost of
VND4mn psm which is considerably lower than average current market price of
VND6mn gsm. Management’s strategy is to position Phuoc Kien as an exclusive
waterfront development with built in marina facility like the Sentosa Cove
projecton Singapore’s Sentosa Island.
(http://www.sentosacove.com/home.html).

The other two important projects are Quoc Cuong Apartment 2 and Giai Viet.
First, Quoc Cuong Apartment 2 is located in Binh Chanh District, HCMC, near to
Phuoc Kien Project. This project is a 25 storey high-end residential building with
total GFA of 45,738 sgm and will contribute to earnings in 2011-2012. Giai Viet
is located in district 8, HCMC, about 6-7 km from CBD; it will consist of three 29-
storey high-end 600 unit residential building project with total GFA of 140,000
sgm.
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Figure 1: Phuoc kien Project
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Soft property market outlook

According to a recent CBRE study, new home deliveries of 40,000 units this year
will double the inventory stockpile to 80,000. Compared with the projected
demand of only about 20,000 units last year, the supply overhang imbalance will
keep residential markets soft for the medium term. Additionally, the high
interest rate environment of ¢14-17% per year and inflationary backdrop will
add to depress demand.

Figure 2: Some remarkable property projects

Cost Land Area

Location (VNDbn) (sgm)

Finished Projects

1 Quoc Cuong Apartment 1 90% District 7, HCMC 208 3,535 22,977
2 The Mansion Apartment 100% Binh Chanh, HCMC 216 5,777 31,121
3 NTMK Office Building 100% Distric 3, HCMC
On-Going Projects

1 Giai Viet Apartment 49.9% Distric 8, HCMC 1,444 42,268 140,870
2 Quoc Cuong Apartment 2 95% Binh Chanh, HCMC 1,262 35,722 112,851
3 Residential Project, W7, D8 100% Distric 8, HCMC 7,109 21,329
4 Hai Au Building 55% D9, HCMC 1,023 14,389 125,616
5 Da Phuoc Residential Project 54% Binh Chanh, HCMC 118,680 534,060
6 Phuoc kien Project 100% Nha Be, HCMC 7,081 933,140 1,084,000
7 Detesco Apartment 90% District 2, HCMC 547 6,515 41,101
8 Saigon Plaza 100% District 1, HCMC 768 1,439 17,268
9 Ho Hoc Lam Building 52% District 9, HCMC 1,038 21,732 130,392

Source: Company Reports, Kimeng Securities
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Figure 3: Supply of apartment

Figure 4: Inventory stockpile vs actual takeup
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Rubber plantation segment. The company has committed investments of
US$13m (VND 260bn) in 2008 to cultivate 4,000ha of rubber plantation in Gia
Lai Province: 800 ha have been planted in 2008, 2,000 ha in 2009-2010 and the
balance 1200 ha in 2011-2012. The new plantations will be ready for tapping in
2013 year and management forecasts that existing plantation will generate
annual revenue of USD22.5m (VND470bn).

Hydropower Segment. QCG has licenses to build four hydropower dams in Gia
Lai, which is estimated to cost of US$50m. Lagrai 1, Ayun Trung and Pleiko will
come operational in 2011 and Largrai 2 by 2013. Collectively, these projects will
have planned power generation capacity of 48.3MW and will contribute
USD3.3mn per annum. QCG has off-take agreements with the electricity of
Vietnam (EVN).

Figure 5: List of hydropower plants

Project Name  Location Capacity (MW)  Total Investment Operation

Lagrai 1 Gia Lai 10.8 11.13 2011
Lagrai 2 Gia Lai 7.5 7.68 2013
Ayun Trung Gia Lai 16.5 n/a 2011
Pleikeo Gia Lai 13.5 n/a 2011

Source: Company Reports

Financial Review

QCG’s FY09 revenue and net profits grew 1,354.1% and 1,435.3% from
VND22.6bn and VND8.0bn to VND328.4bn and VND122.6bn, respectively; the
strong performance was due to the maiden contribution from the property
business. While the wood processing segment just contributed a 5.83% of
revenue and 1.5% of profit. In 9M2010, property income lifted group revenue
and profits further to VND709bn and VND123.3bn, helped by the sale of Nguyen
Thi Minh Khai Office Building. Gross margin improved significantly from -10.9%
in 2008 to 13.5% in 2009 and 37.5% in 9M10.
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Earnings outlook

The property business will continue to drive earnings through FY12 until the
hydropower and rubber plantations start contributing in FY13. Key project
deliveries will include Quoc Cuong Apartment 2, Giai Viet and Phuoc kien.

Phase 1 of Quoc Cuong Apartment 2 will cover two apartment blocks of 300
units and is expected to contribute VND224bn in pretax profit in FY11. Giai Viet
will comprise of two phases with Phase 1 almost 100% sold. The estimated
pretax income of VND420bn for this phase will be booked in 2011.

The Phuoc kien project will be the main earnings driver for the property
segment over the next five years. Management estimates that Phuoc Kien will
generate revenue and pretax earnings of VND800bn and VND485bn in 2011 and
VND1,200bn and VND728bn in 2012.

For the new businesses, we only expect the hydropower business to contribute
about 3.0% and 4.0% of pretax profitin 2011 and 2012. Income from the rubber
plantations will only be booked from 2013.

Valuation

QCG is currently trading at historical low P/B of 1.1x which implies a steep
38.9% discount to the sector P/B of 1.8x. QCG’s balance sheet is healthy with
low net gearing of 35.1%, following the rights issue of 60.2 mn shares in August
2008 and interest cover of 9.2x. QCG is not rated by Kim Eng.

Figure 6: Quoc Cuong Group historical price to book value
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Potential Risks
» Vietnam’s high inflation, widening trade deficit, and VND devaluation
continue to impact funding cost for developers and housing affordability
for home buyers.
» Funding risk aside, business diversification may entail execution risks and
detract management’s attention from the core property business.
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Recommendation definitions

Our recommendation is based on the
following expected price
performance within 12 months:

+15% and above: BUY
-15% to +15%: HOLD
-15% or worse: SELL
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLOSURES
AND
DISCLAIMERS

This report, and any electronic access to it, is restricted to and intended only for clients of Kim Eng Research Pte. Ltd. ("KER") or a
related entity to KER (as the case may be) who are institutional investors (for the purposes of both the Singapore Securities and
Futures Act (“SFA™) and the Singapore Financial Advisers Act (“FAA”)) and who are allowed access thereto (each an "Authorised
Person™) and is subject to the terms and disclaimers below.

IF YOU ARE NOT AN AUTHORISED PERSON OR DO NOT AGREE TO BE BOUND BY THE TERMS AND DISCLAIMERS SET OUT BELOW,
YOU SHOULD DISREGARD THIS REPORT IN ITS ENTIRETY AND LET KER OR ITS RELATED ENTITY (AS RELEVANT) KNOW THAT YOU NO
LONGER WISH TO RECEIVE SUCH REPORTS.

This report provides information and opinions as reference resource only. This report is not intended to be and does not constitute
financial advice, investment advice, trading advice or any other advice. It is not to be construed as a solicitation or an offer to buy
or sell any securities or related financial products. The information and commentaries are also not meant to be endorsements or
offerings of any securities, options, stocks or other investment vehicles.

The report has been prepared without regard to the individual financial circumstances, needs or objectives of persons who receive
it. The securities discussed in this report may not be suitable for all investors. Readers should not rely on any of the information
herein as authoritative or substitute for the exercise of their own skill and judgment in making any investment or other decision.
Readers should independently evaluate particular investments and strategies, and are encouraged to seek the advice of a financial
adviser before making any investment or entering into any transaction in relation to the securities mentioned in this report. The
appropriateness of any particular investment or strategy whether opined on or referred to in this report or otherwise will depend
on an investor’s individual circumstances and objectives and should be confirmed by such investor with his advisers independently
before adoption or implementation (either as is or varied). You agree that any and all use of this report which you make, is solely at
your own risk and without any recourse whatsoever to KER, its related and affiliate companies and/or their employees. You
understand that you are using this report AT YOUR OWN RISK.

This report is being disseminated to or allowed access by Authorised Persons in their respective jurisdictions by the Kim Eng
affiliated entity/entities operating and carrying on business as a securities dealer or financial adviser in that jurisdiction (collectively
or individually, as the context requires, "Kim Eng") which has, vis-a-vis a relevant Authorised Person, approved of, and is solely
responsible in that jurisdiction for, the contents of this publication in that jurisdiction.

Kim Eng, its related and affiliate companies and/or their employees may have investments in securities or derivatives of securities
of companies mentioned in this report, and may trade them in ways different from those discussed in this report. Derivatives may
be issued by Kim Eng its related companies or associated/affiliated persons.

Kim Eng and its related and affiliated companies are involved in many businesses that may relate to companies mentioned in this
report. These businesses include market making and specialised trading, risk arbitrage and other proprietary trading, fund
management, investment services and corporate finance.

Except with respect the disclosures of interest made above, this report is based on public information. Kim Eng makes reasonable
effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete. The reader
should also note that unless otherwise stated, none of Kim Eng or any third-party data providers make ANY warranties or
representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have
liability for any damages of any kind relating to such data.

Proprietary Rights to Content. The reader acknowledges and agrees that this report contains information, photographs, graphics,
text, images, logos, icons, typefaces, and/or other material (collectively “Content”) protected by copyrights, trademarks, or other
proprietary rights, and that these rights are valid and protected in all forms, media, and technologies existing now or hereinafter
developed. The Content is the property of Kim Eng or that of third party providers of content or licensors. The compilation
(meaning the collection, arrangement, and assembly) of all content on this report is the exclusive property of Kim Eng and is
protected by Singapore and international copyright laws. The reader may not copy, modify, remove, delete, augment, add to,
publish, transmit, participate in the transfer, license or sale of, create derivative works from, or in any way exploit any of the
Content, in whole or in part, except as specifically permitted herein. If no specific restrictions are stated, the reader may make one
copy of select portions of the Content, provided that the copy is made only for personal, information, and non-commercial use and
that the reader does not alter or modify the Content in any way, and maintain any notices contained in the Content, such as all
copyright notices, trademark legends, or other proprietary rights notices. Except as provided in the preceding sentence or as
permitted by the fair dealing privilege under copyright laws, the reader may not reproduce, or distribute in any way any Content
without obtaining permission of the owner of the copyright, trademark or other proprietary right. Any authorised/permitted
distribution is restricted to such distribution not being in violation of the copyright of Kim Eng only and does not in any way
represent an endorsement of the contents permitted or authorised to be distributed to third parties.
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Additional information on mentioned securities is available on request.
Jurisdiction Specific Additional Disclaimers:

THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO THE PRESS OR OTHER MEDIA,
AND MAY NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR TRANSMITTED INTO THE REPUBLIC OF KOREA, OR
PROVIDED OR TRANSMITTED TO ANY KOREAN PERSON. FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A
VIOLATION OF SECURITIES LAWS IN THE REPUBLIC OF KOREA. BY ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE
FOREGOING LIMITATIONS.

THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO THE PRESS OR OTHER MEDIA,
AND MAY NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR TRANSMITTED INTO MALAYSIA OR PROVIDED OR
TRANSMITTED TO ANY MALAYSIAN PERSON. FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF
SECURITIES LAWS IN MALAYSIA. BY ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE FOREGOING LIMITATIONS.

Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply if the
reader is receiving or accessing this report in or from other than Singapore.

As of 25 February 2011, Kim Eng Research Pte. Ltd. and the covering analyst do not have any interest in QCG company.

Analyst Certification:

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject
securities or issuers; and no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed in the report.

© 2011 Kim Eng Research Pte Ltd. All rights reserved. Except as specifically permitted, no part of this presentation may be
reproduced or distributed in any manner without the prior written permission of Kim Eng Research Pte. Ltd. Kim Eng Research Pte.
Ltd. accepts no liability whatsoever for the actions of third parties in this respect.
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Lorenzo ROXAS (sales)
lorenzo_roxas@atr.com.ph

Ricardo PUIG (research)
ricardo_puig@atr.com.ph

South Asia Sales Trading
Connie TAN
connie@kimeng.com

Tel: +65 6333 5775

US Toll Free: +1 866 406 7447

Singapore Equity Research

London

Kim Eng Securities (London) Ltd
6/F, 20 St. Dunstan’s Hill
London EC3R 8HY, UK

Tel: +44 207621 9298
Dealers’ Tel: +44 20 7626 2828
Fax: +44 20 7283 6674

Giles WALSH (sales)
gwalsh@kimeng.co.uk

Geoff HO (sales)
gho@kimeng.co.uk

James JOHNSTONE (sales)
jjohnstone@kimeng.co.uk

Thailand

Kim Eng Securities (Thailand)
Public Company Limited

999/9 The Offices at Central World,
20"- 21" Floor,

Rama 1 Road, Pathumwan,
Bangkok 10330, Thailand

Tel: +66 2 658 6817 (sales)
Tel: +66 2 658 6801 (research)

Vikas KAWATRA (sales)
vkawatra@kimeng.co.th

Naphat CHANTARASEREKUL (research)
naphat.c@kimeng.co.th

Vietnam

Kim Eng Vietnam Securities Joint Stock
Company

1st Floor, 255 Tran Hung Dao St.
District 1

Ho Chi Minh City, Vietnam

Tel : +84 838 38 66 36
Fax:+84 838 38 66 39

Nguyen Thi Ngan Tuyen (research)
tuyen.nguyen@kimeng.com.vn

North Asia Sales Trading
Eddie LAU
eddielau@kimeng.com.hk
Tel: +852 2268 0800

US Toll Free: +1 866 598 2267

w KIM ENG

New York

Kim Eng Securities USA Inc
406, East 50" Street

New York, NY 10022, U.S.A.

Tel: +1212 688 8886
Fax: +1 212 688 3500

Jeffrey S. SEO (sales)
jseo@kesusa.com

Warren KIM (trading)
wkim@kesusa.com

Indonesia

PT Kim Eng Securities

Plaza Bapindo

Citibank Tower 17" Floor
JlJend. Sudirman Kav. 54-55
Jakarta 12190, Indonesia

Tel: +62 21 2557 1188
Fax: +62 21 2557 1189

Kurnia SALIM (sales)
ksalim@kimeng.co.id

Katarina SETIAWAN (research)

ksetiawan@kimeng.co.id

India

Taiwan

Yuanta Securities Investment
Consulting Co.

10/F, No 225, Nanking East Rd
Section 3

Taipei 104, Taiwan

Tel: +886 2 8770-6078
Fax: +886 2 2546-0376

Arthur LO (sales)
Arthur.lo@yuanta.com.tw

Gary CHIA (research)
Gary.chia@yuanta.com.tw

Malaysia

Kim Eng Research Sdn Bhd
16/F, Kompleks Antarabangsa
Jalan Sultan Ismail

50250 Kuala Lumpur, Malaysia

Tel: +603 2141 1555
Fax: +603 2141 1045

YEW Chee Yoon (research)
cheeyoon@kimengkl.com

Kim Eng Securities India Pvt Ltd
2nd Floor, The International,

Plot No.16, Maharishi Karve Road,
Churchgate Station,

Mumbai City - 400 020, India

Tel: +91.22.6623.2600
Fax: +91.22.6623.2604

Vikas KAWATRA (sales)
vkawatra@kimeng.co.th

Jigar SHAH (research)
jigar@kimeng.co.in

North America Sales Trading
Warren KIM

wkim@kesusa.com

Tel: +1 212 688 8886

.kimengresearch.com.sg




