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Kinh Do Corporation (KDC)
Re-focusing on the Core Food Business?

Kinh Do Corporation (KDC) is a $200m market cap food company with the
largest bakery/confectionery and ice cream businesses in Vietnam. It is
best known for its traditional moon cakes but also sells a range of other
products through its extensive distribution network. KDC’s strong brand
names led to annual sales growth of around 20% over the last five years
but half of the company’s profits during this period came from real estate
development. The company seems to be re-focusing on the food business,
as evidenced by the two mergers in 2010, including Kido ice cream.

Key Takeaways

= KDC has about a 30%-market share of Vietham’s bakery/confectionery
market. It is also eyeing the instant noodle and fish sauce businesses.

= The company’s exposure to the emerging middle class in Vietnam
makes the stock an obvious long-term investment. However, it is
important to note that KDC is a part of the unlisted Kinh Do Holdings
(KDH) group with significant operations outside the listed KDC vehicle.
It is not clear what economic value KDC will capture vis-a-vis other
parts of the KDH group in the future. That said, the company is in the
process of professionalising its management team and its
organisational structure.

= KDC is one of the best processed food companies in Vietnam (along
with VNM and MSN). The low per capita consumption of the
company’s products compared to the rest of emerging Asia adds to the
stock’s attractiveness.

Valuation & Recommendation

= We expect sales to increase by 34% (pro forma) in 2011 and earnings
to grow by 21%, excluding extraordinary gains in 2010. Net margin is
around 8% and the ROE of KDC’s core business is around 20% but non-
core investments drag this figure down to 10% for the whole company.

» Valuation of around 10x FY12 PE (11x FY11 PE) is attractive vis-a-vis
our estimated 25% EPS CAGR over FY11-15. It is in line with KDC’s
regional peers and at a premium of about 20% to the Vietnam market.

Year End Dec 31 2008 2009 2010 2011E  2012F
Sales (VND b) 1,455.8 1,529.4 1,933.6 41720 5,438.9
Pre-tax (VND b) (61.7) 572.3 674.0 484.4 510.9
Net profit (VND b) (85.3) 480.5 522.6 3783 4215
EPS (VND) (869.3) 49615 5299.9 31653 35263
EPS growth (%) 457.0 6.2 (36.8) 8.5
PER (x) (38.9) 7.0 6.6 10.4 9.6
EV/EBITDA (x) 16.8 75 12.9 5.4 4.9
Yield (%) 3.0 3.3 7.1 7.1 7.1

SEE APPENDIX | FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS
g




KDC

19 October 2011

An Overview of Kinh Do’s Business

Figure 1: Kinh Do’s Products

Products

% of Gross Hist Est. Mrkt

Moon Cake
Ice Cream
Savory Buns & bread
Crackers
Cookies
Cupcakes
Yoghurt
Wafers
Snacks
Swiss Rolls
Chocolate
Candy
Other

Revenue Mrg (%) Grw' Grw? Shr® Brands
15.9 55 26 30 80 Kinh Do
15.3 58 38 35 48 Merino, Celano
14.9 33 14 30 35 Scotie, Aloha
13.9 35 18 30 35 AFC, Cosy
10.6 37 22 30 25 Good Choice, Korento
10.5 31 11 30 29 Solite, Sophie
4.6 56 132 35 4 Wel Yo
4.1 35 18 30 33 Wafers, Minity, Finery
3.6 35 4 30 12 Slide, Sachi, Jevi
1.7 31 12 10 16 IDO
1.1 29 0 20 8 Kokochoco
0.8 8 1 30 3 Crundy
3.2 n/a n/a n/a n/a n/a

Source: Company data, Kim Eng estimate
1) CAGR over 2006-2010 2) Projected CAGR for 2011-2015 3) Estimated share of the market for branded products

Kinh Do is the largest bakery products/confectionery producer in Vietnam; it is
best-known for its moon cakes. This traditional product is sold for the six weeks
preceding the autumn festival at approximately 10,000 temporary road-side
stalls (in addition to the usual retail channels).

This year, KDC sold about 17m moon cakes (an increase of about 10% from
2010). The high margin of moon cakes means that they contribute to about 40%
of KDC’s pre-tax profits. As a result, the company’s profits are considerably
affected by seasonality. (Cookies are also a popular Tet holiday gift; thus,
seasonality also comes into play for this product).

Strong Brand Names and Market Share

The high visibility of Kinh Do’s moon cakes and the long history of the company in
Vietnam (since 1993) have made the Kinh Do brand name one of the most
recognised icons in Vietnam. According to ACNielsen, it is the fourth-most
recognisable brand name in the country.

In addition to the Kinh Do brand, KDC also has several other well-known brands
as seen in Figure 1. The strength of these brand names is reflected in the strong
market shares of each product category and the company’s overall market share
of about 30% in Vietnam’s bakery products/ confectionery market.
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Figure 2: Top Brands in Vietnam
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Source: ACNielsen Diagram

Figure 3: Top Market Share in Vietnam

Market Share (%) Comments

KDC 30

Orion 12 Korean, in VN since 2000

Huu Nghi 9 Unlisted, only produces cookies
Bibica 7 Lotte bought 38% in 2007

Hai Ha 5 Produces candy in the north

Source: Company data, Kim Eng

Extensive Distribution Network

KDC has an extensive network of about 200 distributors that sell KDC products to
120,000 retail outlets, including 120 large supermarkets.

When KDC acquired Kido ice cream in 2010, it also gained 65 specialist
distributors with cold-storage facilities that in turn sell KDC’s ice cream to 30,000
retail outlets. Also, parent company Kinh Do Holdings’ TRI subsidiary has 300
specialist beverage distributors that reach 100,000 retail outlets.

We believe Kinh Do’s distribution network gives KDC a strong competitive edge
against incumbent competitors and protects it against potential foreign entrants
in the future. The specialist cold storage facilities of Kido also enable KDC to
expand into other types of products such as dairy.

Excellent Growth Prospects

We expect sales to grow at a CAGR of 30% and earnings to increase by 25% over
the next five years, driven by:

e Growth from Favourable Industry-Wide Prospects. Vietham’s young
demographics and shifting consumer preferences towards branded
processed foods have made the country the fastest-growing
bakery/confectionary market in South East Asia in recent years (annual
growth of around 14% for Vietnam compared to 7% for the rest of
Asean). Continued strong growth is expected because per capita
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consumption of KDC’s products in Vietnam is less than half the per capita
consumption in the Philippines, or China.

The ongoing shift from unbranded cottage industry products to branded
consumer products will be particularly beneficial for the ice cream
business because about 50% of the market is held by the informal sector
(that mainly produces flavoured shaved ice products). Dairy-based ice
cream sales have been increasing by almost 20% a year in recent years,
which should benefit KDC which has a 48% market share in branded ice
cream and its competitor VNM, which has a 20% market share. Both
these companies have the most extensive cold products distribution
networks in the country.

Figure 4: Vietnam Confectionery Market size Figure 5: Vietnam Ice Cream Market Size
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Growth from New Products. Kinh Do has had some successes with
product line extensions including a new Chicken Bun product in 2009 and
the “Super Soft” Bun product of 2010, which both augmented its existing
line of savoury bun & bread products. Kido ice cream has succeeded in
reaching a wider range of consumers with its brands that are aimed at
both the premium segment (Celano) and the middle segment (Merino).
We believe Kinh Do will continue both of these growth strategies in the
future.

The company could also enter new food businesses that leverage off the
existing businesses. For example, the cold-storage facilities of KDC’s ice
cream business could facilitate entry into the dairy business.

In addition to product line extensions, KDC is contemplating the
possibility of entering the instant noodles business and the fish sauce
businesses. However, these businesses are already quite competitive and
the per capita consumption of noodles in Vietnam is relatively high. On
the other hand, our understanding is that the company would contract
out the production and focus on the branding and distribution, which
would minimise capital outlays.

Finally, we note that both KDC and the unlisted parent company KDH are
invested in food businesses that could be future sources of growth. The
Kido ice cream acquisition is an example of that.

Growth from Marketing & Sales. The company reduced its focus on sales
and marketing in 2008-2009 during which it was preoccupied with
financial investments and real estate development. As a result, it allowed
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its brand equity to slip.

Thankfully, KDC reversed the trend in 2010 when the company increased
selling expenses from 11% to 18% of revenue. (A part of the increase
came from the merger with Kido ice cream that had spent heavily on
marketing). In 2011, the company expanded its sales force from about
1,300 salespeople at the end of 2010 to about 2,000 currently.

e Growth from Capacity Increases. The company will increase overall unit
volume capacity by about 10% a year over 2012-2014. It will add new
production lines for crackers and cupcakes (at a cost of US$25m) and a
new production line for ice cream. The expansion will be paid for by the
issuance of 20m new shares, which will increase the number of shares
outstanding by 17%.

Figure 6: Kinh Do Production Capacity (2010)

Capacity (tons/month)

- Cookies 843
- Moon-Cake 1,485
- Crackers 1,484
- Wafers 345
- Snacks 780
- Bun, bread 2,331
- Cup Cakes 1,172
- Candy 354
- Chocolate 325
- Ice cream 9 (m litter/year)
- Yoghurt 2.8 (m litter/year)

Source: Company data, Kim Eng

The 2010 Mergers

In 2010, KDC issued 18.2m new shares to take over fellow Kinh Do Holdings’
(KDH) group members, North Kinh Do and Kido ice cream. North Kinh Do was a
listed stock (NKD) whose business and gross margins were similar to KDC
(although it focused on the north of Vietnam). The combined sales of NKD and
Kido constituted roughly 80% of the sales of KDC; thus, the merger resulted in a
near doubling of the size of KDC.

KDC Versus VNM and MSN

Figure 7: KDC versus VNM and MSF
sales growth

cagr 08-10  gross margin ROE SG&A
KDC* 15.1% 38.8% 15.2% 25.3%
VNM 38.5% 32.8% 50.2% 11.6%
MC 70.5% 42.8% 70.6% 19.1%

* pro-forma estimate of the core business, excluding investments
Source: Company data, Kim Eng
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The three best ways to gain exposure to the processed food business in Vietnam
are VNM, MSN and KDC:

VinaMilk (VNM) is a $2.2b market cap producer of milk, yoghurt, ice
cream and other related products. Most investors consider VNM the
best consumer good company in Vietnam and as a result its foreign
ownership limit is perpetually full (although investors can purchase the
shares from other foreign investors at a premium to the market price in
the grey market).

Masan (MSN) is a $2.8m conglomerate which owns 78% of Masan
Consumer (MC). Over half of MSN’s NAV is comprised of its holding of
the unlisted MC shares and the rest of its NAV comes from its 30% stake
of a Vietnamese bank Technombank and its Tungsten mine in Vietnam.
In our view both of those non-food assets have favorable prospects.

Masan Consumer (MC) was previously known as Masan Food. The
company makes instant noodles, soy sauce and fish sauce. It recently
purchased Vietnamese coffee company VinaCafe (VCF). KKR owns 10%
of Masan Consumer.

Here is a quick synopsis of the main differences between VNM, KDC and Masan
Consumer. Note that it is not feasible for ordinary investors to purchase MC’s
OTC shares so this is a hypothetical analysis — investors would normally need to
buy MSN shares which include the mine and the bank.

¢ VNM and KDC products have better growth potential than MC. The
products Masan Food specializes in (noodles, sauces and now coffee) are
already consumed in high per capita proportions in Vietnam so MC has
achieved its excellent business performance by sheer management skill.
It entered existing fragmented markets with complacent incumbent
competitors and stole market share (in the case of sauces it stole share
from unbranded products).

e VNM and MC management is superior to KDC. MC’s management
prowess was mentioned in the previous point. VNM’s superior
management is evidenced by its outstanding financial results in
businesses that have broadly similar characteristics to KDC’s businesses
(in terms of growth potential, exposure to Vietnam’s middle class,
importance of marketing & distribution, etc). Also, VNM and MC are
completely focused on their core food businesses, unlike KDC.

e VNM valuation is more attractive than KDC and MC. Vinamilk is trading
around 11x PE versus 17.6% expected growth in 2011 compared to KDC’s
11x versus 7.6% expected core earnings growth. As an OTC share MC
does not trade regularly but the most recent, highly visible transaction
was KKR’s recent purchase of 10% of the company at 17 times 2011
earnings versus 47% expected earnings growth in 2011.
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KDC’s Real Estate and Other Investments

Over 30% of KDC’s balance sheet comprises investments. Investment gains and
losses have caused considerable volatility to Kinh Do’s earnings. In 2008, all of
the company’s operating earnings were wiped out by stock market losses
(although sales grew by 18%). However, these losses were largely reversed by the
improved performance of the stock market in 2009. In 2011, pre-tax earnings will
decline by about 38% due to extraordinary gains from real estate in 2010
(earnings without real estate gains would have increased by about 21% in 2011).

In order to strip away the year-to-year volatility of these gains and losses, we
looked at KDC’s cumulative earnings over the last five years.

We estimate that the company’s cumulative 5 year profit is attributable to:
50% Core business
25% Realised profits from the sale of real estate projects
20% Unrealised real estate profits from increased land values

As can be seen in the table below, the company has three types of investments:
1) real estate, 2) a stock market portfolio of over 30 different shares, and 3)
KDH’s intra-group related investments — recall that KDC is a part of the larger
Kinh Do Holdings (KDH) group.

Figure 8: Investment Items in KDC’s Balance Sheet

% total % total

assets assets

- Lavenue 600 11.9% 600 11.7%
- Tan An Phuoc 201 4.0% 201 3.9%
- Thanh Thai real estate co. 2 0.0%
Real estate projects 801 15.9% 802 15.6%
Stock portfolio 85 1.7% 88 1.7%
- short term loans to other entities 116 2.3% 675 13.1%
- invest in Nutifood 244 4.8% 244 4.7%
- invest in Tribeco Binh Duong 44 0.9% 44 0.9%
- Kinh Do Invest recievable 203 4.0% 0 0.0%
Intra-group related 606 12.0% 962 18.7%

Source: Company data, Kim Eng

In our opinion KDC’s stock market portfolio and real estate investments are a
result of the “Japan-like” stock market bubble that occurred in Vietnam during
2006 and 2007. At that time, Vietnamese companies issued new shares at highly-
inflated valuations and then invested the proceeds into the stock and real estate
markets, which further perpetuated the bubble (This is exactly what happened in
Japan in the late 1980’s, although companies issued warrant bonds). KDC issued
10m new shares in 2007, which brought in proceeds of $110m.
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Real Estate Investments

All of KDC’s projects are at an early stage of development. Moreover, it is highly
likely that each would be delayed for the foreseeable future given the current
poor conditions in the real estate market.

Lavanue Project is located at a prime, downtown HCMC site (next to
Diamond Plaza). It will be a mixed-use building. KDC invested VND600b
to purchase a 50%-stake in this project in 2010.

Tan An Phuoc Project is located at a 6ha-site in HCMC’s Thu Duc District,
a popular affordable housing area about 30 minutes from downtown.
The site is a former KDC factory that will be developed into 18 apartment
blocks. KDC owns 49% of the project and sister company Kinh Do Land
owns 20%.

Saigon Kim Cuong JSC owns the SJC Tower project that is located at a
prime, downtown HCMC site. KDC previously owned 50% of the
company, along with state-owned jewellery company SJC. However, it
sold its stake in 2010, which produced an extraordinary gain of VND309b
in the company’s 2010 profits.

KDC’s Food-Related Investments

Before discussing KDC’s intra-group investments below, here is a short
description of the food-related investments of KDC:

Vinabiaco KDC bought 51% of this wafer maker in 2007. The investment
is now fully consolidated on the balance sheet and does not appear in
Figure 8 above. Vinabiaco has been a success and complements KDC’s
strength in crackers. (KDC was the first cracker maker in Vietnam.)

Nutifood KDC bought 30% of this top-5 dairy company in 2007. Nutifood
has found it tough to compete against the formidable competitor
Vinamilk. The company imports all of its powdered milk and its marketing
claims that it adds superior vitamin supplements to its milk do not have
widespread acceptance among consumers.

Tribeco KDC invested in Vietnam’s third-largest bottler (after Coke and
Pepsi) in 2005. See the next section for more details.

KDH Intra-Group Investments — Two Risks

KDC is part of the larger, unlisted Kinh Do Holdings (KDH) group. Though the
group is focused on food, it also includes operations in real estate (Kinh Do Land),
as well as a wide range of other investments and interests.

We see two risks in investing in a listed company that is part of a broader
unlisted group of companies:

1)

It is not 100%-clear what you are investing in because the parent
company may move businesses and/or investments in (or out) of the
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listed entity in the future.

2) Itis not 100%-clear how your investment funds will ultimately be utilised
because the listed vehicle may lend to, or invest funds in, other group
entities or projects.

Although it is evident that these risks exist for any listed company, we think the
risk is higher when the listed company is part of a larger, unlisted group.

To be clear, we do not believe that there is a risk of something sinister happening
at KDC (asset-stripping, etc). Rather, we wish that the management of KDC would
focus on its highly attractive core business of cookies and cakes, instead of
focusing on the stock market, the real estate market, and the management of a
byzantine group structure.

With regard to the two risks mentioned above (“what are you investing in” and
“where does your money go”), the merger of NKD and Kido ice cream with KDC
illustrates the first risk. Although the outcome of the merger was favourable
because Kido is a solid business and an ideal addition to KDC, KDH also owns a
chain of 30 retail bakery shops that would not be as attractive an addition to
KDC. (The chain is sub-scale and faces stiff competition from foreign and local
chains.)

In contrast to the positive outcome of the NKD & Kido mergers, the cautionary
tale of Tribeco (TRI) exemplifies the second risk (“where does your money go”).
After KDC’s listing in 2005, parent company KDH orchestrated its controlled
entities to purchase 55% of Vietnamese bottler TRI. (KDC purchased 12.5% of the
TRI shares outstanding.) The deal was conducted with much fanfare and China’s
Uni-president also became an invested of TRI at 6%.

On the face of it, the deal did not sound bad, except for the fact that it was
executed in a complex fashion across KDH entities. As it turned out, TRI could not
compete effectively with Coke and Pepsi, and the company’s share price declined
90% since the end of 2005. The TRI share position no longer sits on KDC'’s balance
sheet. (Presumably, it has been reshuffled to another part of the KDH group.) In
its place are a small loan to TRl and an investment in a new, unlisted joint
venture called Tribeco Binh Duong. The word on the street is that the new entity
isolates the attractive parts of TRI’s business from that company’s listed parent.
Apparently, it was created to avoid disadvantaging KDC’s shareholders because
KDC plans to raise additional equity capital in the future. Complicated !

Other Risks

In our view, the primary risk for Kinh Do (aside from its own preoccupation with
real estate) is the threat of increased competition in the market, especially from
foreign entrants. To date, only Korea’s Orion and Lotte have made any serious in-
roads into the market. Orion set up its own factories in 2000 and now has the
number-two market share position, while Lotte bought 38% in Bibica (BBC) in
2007. Unilever, whose strength lies in detergents in Vietnam, also has some
nascent ice cream and fish sauce operations in the 2000s. It pulled away from the
fish sauce business and sold its Wall’s ice cream business to KDH. (The current
Kido ice cream business had its genesis in the Walls purchase.) Wall’s is now
attempting to re-enter the market after a mandatory five-year non-compete
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period. However, the company is finding it difficult to do so, as it must import the
ice cream from Thailand that does not have a strong distribution network.

We believe that Vietnam’s attractive growth prospects will attract other foreign
companies in the future. KDC’s extensive distribution network will present a
significant competitive advantage against potential new entrants, but foreign
consumer brand names may hold more appeal to Vietnam’s aspiring middle
class. One possible scenario is that KDC’s shareholders could benefit from new
foreign entrants because these entrants could decide to buy some (or all) of the
company for its distribution network. Currently, KDC has minor partnerships with
Cadbury Schweppes and China’s Uni-president, which could ultimately lead to
more significant investments.

While KDC’s distribution network could protect it from losing market share to
foreign entrants, increased competition could prevent everyone in the industry
from being able to pass on input cost increases to consumers. About 65% of
KDC’s inputs including flour, sugar, and milk are imported. For instance, when
sugar prices doubled in 2010, the company was able to pass much of these cost
increases on to customers. Gross margins were 33% in 2009 and 35% in 2010.
However, in the future, it may no longer be possible to pass on such large input
cost increases in the face of tougher competition.

A different risk to the company originates with small local retailers in Vietnam,
who sometimes commingle KDC’s branded products with cheap, unbranded
products on their shelf space. They do this in an attempt to charge a similar price
for unbranded products as for the branded products. If the unwitting consumer
purchases the unbranded product, then the clever retailer pockets the difference
between the real cost of the unbranded product and the price of the branded
product! To combat this problem, KDC is improving the quality of its packaging to
make it more immediately obvious to the consumer which product is the high-
quality branded product.

Financial Analysis

9M11 Results (on a pro-forma basis)

In 9M11, KDC’s core pretax profits (for the combined KDC, NKD, and Kido
company) increased by 23.5% y-o0-y to VND382b, on the back of a y-o-y increase
of 30.1% in sales to VND3,050b. Note that the profit growth figure of 23.5%
excludes the extraordinary gains of VND412b from the sale of the Saigon Kim
Cuong real estate project in 2010.

Sales growth was driven by a 10%-increase in volume and a 20%-increase in
average selling prices (in line with inflation). Raw material costs increased by
about 23%, but KDC was able to maintain a gross margin of around 40% by
passing on input cost increases to consumers.
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Figure 9: Kinh Do 9M11 Results

9M10
NKD KiDo KDC Pro-forma

Revenue 660.2 366 1318 23442 3050.0 30.1
Cogs 457 149  829.6 14356 18136 26.3
Gross profit 203.2 217 488.2 908.4 1236.4 36.1
Selling expenses 1005 126.8  230.6 457.9 576.8  26.0
Administrative expenses 23.8 20.9 96.7 141.4 2420 711
Pretax 61.3 724 5873 309 3815 235
disposal gains 412.0

Gross Margin 30.8% 59.3%  37.0% 38.7% 40.5% 1.8%
SG&A/sales 18.8% 40.4% 24.8% 25.6% 26.8% 1.3%

Source: Company data, Kim Eng estimates

Medium Term Forecast

We expect KDC to grow at a faster rate than in the recent past because of
improved economies of scale & synergies from mergers with NKD and Kido,
increased capacity, and the company’s apparent renewed focus on its core
business.

We expect these factors to result in overall annual sales growth of 30% in 2011-
2015, compared to average sales growth of 18% over the past five years (for our
individual product line sales growth forecasts, see Figure 1).

Despite expected sales growth of 30% over the period, we expect profit to grow
at the CAGR of 25% due to increased competition. Essentially, the increased
competition will: 1) require the company to continue increasing selling expenses
and 2) make it slightly harder for KDC to pass on increased input prices to
customers. We expect the increased marketing spending (as a % of sales) to
taper off about 2-3 years later, as KDC rebuilds its brand equities.

This means that our five-year earnings growth forecast of 25% is skewed to the
later years. We also expect better earnings growth rates from 2013 onwards, as
we expect greater stability in Vietnam’s economic situation and soft commodity
prices. We also think that real synergies from the merger would not start making
a meaningful impact on KDC’s earnings for at least another year.

The mergers will help KDC’s profit margin in two ways: First, the combined entity
is much larger, which will give KDC economies of scale in production and better
negotiating power, especially for non-commodity expenses such as packaging
and advertising, etc. Second, the addition of Kido improves the product mix,
which is already evident in the 9M11 results, as KDC was able to increase gross
margins in the face of input cost hikes. Going forward, we expect gross margins
to remain at over 35% for FY12-15.

Finally, in view of the gloomy real estate market, we project no profit
contributions from real estate over the next few years.
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Valuation

We believe the stock is trading at a reasonable, although uncompelling,
valuation, compared to regional peers and its own recent valuation range.

We expect KDC to deliver an EPS CAGR of 25% over 2011-2015. However, there
are risks to that projection, the most prominent of which are KDC’s historic
preoccupation with real estate development and input price volatility, as 65% of
the inputs are imported.

We maintain our HOLD recommendation with the target price of VND33,500
predicated on 9.5x PE (FY12E).

Figure 10: Peer Valuation

LOTTE CONFECTION
CROWN CONFECTION
BIBICA
HAI HA CONFECTIO
VIET NAM DAIRY P
CHINA YURUN FOOD
WANT WANT CHINA
HSU FU CHI INTER
HIGH LINER FOODS
CHINA STARCH HLD
CHINA YURUN FOOD
Average
KDC

Country  Mktcap(usd) P/E10 P/E11 P/E12 ] P/S ROA ROE

SK 2107.8 16.7 16.9 14.1 0.9 1.7 4.0 5.7
SK 158.5 10.8 9.4 7.7 1.1 0.5 3.7 11.8
VN 8.3 3.5 n/a n/a 0.3 0.2 5.6 7.8
VN 5.9 5.0 n/a n/a 0.7 0.2 n/a n/a
VN 2230.9 11.2 12.5 9.6 4.1 2.4 37.6 50.2
CH 2686.0 6.7 7.8 6.8 1.3 0.7 16.4 23.9
CH 11661.2 32.1 29.4 22.6 10.6 4.6 17.7 34.8
CH 2596.0 245 18.8 15.4 5.6 3.2 15.0 23.3
CA 218.7 9.7 8.7 8.3 14 0.4 6.4 13.2
HK 189.5 5.9 n/a n/a 0.8 0.4 10.4 13.4
CH 2686.0 6.7 7.8 6.8 1.3 0.7 16.4 23.9
12.1 13.9 11.4 2.6 14
VN 202.0 6.6 10.4 9.6 1.1 5.4 9.2 10.0

Source: Bloomberg, Kim Eng

Figure 11: Historical PER (2010 — 2011)
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Profit and loss Cash flow
YE Dec (VND bn) 2008 2009 2010 2011E  2012F  YE Dec (VND bn) 2008 2009 2010 2011E  2012F
Sales 1,455.8 1,5529.4 1,933.6 4,172.0 5,438.9 Operating cash flow 11.3 11,2109 (463.2) 874.3 508.1
Cost of goods sold (1,021.3) (942.8) (1,161.2) (2,407.5) (3,280.7)  Operating profit (85.3) 4805 5226 3783 4215
Depreciation expenses (64.6) (81.2) (87.0) (136.8) (165.5) Depreciiation &-amorti-sation 64.6 81.2 87.0 1368 1655
Gross profit 369.8 5054 6854 1627.6 1,983.8 g::zg: in working capital (11025_'5‘; sgg:g (1'?‘213:3 3237_'13)' (7(3:3;
Operating expenses (255.1) (276.3) (489.2) (1.106.3) (1.4586) | 0o cimont cash flow (3225) (221.7) (7251) (9465) (81.4)
Operating profit 114.7 229.1 196.2 521.3  530.2 Net capex (332.9) 11.8 (368.6) (222.6) (115.9)
Net financial incomes (loss) (194.8) 727 4215 (465) (27.5)  Changein LT investment 62.2 (255.0) 141.1 (480.5)
Net JV+Assoc. (1.1) 12.7 35.0 Change in other assets (51.9) 215 (497.6) (243.4) 34.5
Net extraordinaries 196  257.8 214 9.5 8.3  Cash flow after invt. (311.3)  989.2 (1,188.3) (72.2) 4266
Pretax profit (61.7) 572.3 674.0 484.4 510.9  Financing cash flow (12.4) (211.4) 876.0 (129.9) (253.6)
Income taxes 11 (494) (954) (69.7) (56.2) Change in share capital (40.8) (101.2) 954.8 0.0 (0.0)
Minority interests (247) (424) (56.0) (36.3) (33.3) Netchangeindebt 1165 348  (524) 2247
Net profit (85.3) 480.5 5226 378.3 4215 Change in other LT liab. 53.8 (10.1) 96.4  (67.7) 33.3
EBITOA 1794 3103 2832 6582 695 Dividend paid (141.9) (134.9) (122.8) (286.8) (286.8)
Net cash flow (323.6) 777.8 (312.3) (202.1) 173.0
EPS (VND) (869.3) 4,961.5 52999 31653 35263
. . Source: Company data, Kim Eng estimates
Source: Company data, Kim Eng estimates
Key ratios
Balance sheet
YE Dec 2008 2009 2010 2011E  2012F
YE Dec (VND bn) 2008 2009 2010 2011 2012F  ‘Growth (% Yov)
Total assets 29834 42476 50399 52695 53688 Sales 18.3 5.1 264 1158 30.4
Current assets 14744 25319 23295 2,301.6 24850 Operating profit (25.3) 99.7 (14.9) 165.8 1.7
Cash 206.8 9846 6723 4702 6433 EBITDA (6.3) 73.0 (8.7) 1324 5.7
ST investment 5843 5182 1617 7138 7138 Netprofit 463.2 88  (27.6) 114
Inventories 1817 1625 4343 4332 4728 CEPS 470.7 68 (403) 114
Accounts receivable 1889 1605 2409 2034 1741 Frofitability (%)
Others 3128 7062 8203 4810 4glo CrosSmargin S COEEE O
Operating margin 7.9 15.0 10.1 125 9.7
Other assets 1,509.0 11,7157 2,710.3 29679 2,883.9 EBITDA margin 123 203 146 158 128
LT investments 6734 9945 12100 11383 11383  Netmargin (5.9) 314 270 91 77
Net fixed assets 749.1 656.1 937.7 1,0235 9740 ROA (1.1) 145 12.2 9.2 10.0
Others 86.5 650 562.6 8060 7715 ROE (3.8) 21.4 17.0 10.0 10.8
Total liabilities 8359 17723 11855 1,385.3 1,316.7 Stability
Current liabilities 663.9 1,637.6 10340 11930 11244 Grossdebt/equity (%) 237 218 12.7 18.3 17.7
Accounts payable 1165 1629 2955 3360 2675 Netdebt/equity (%) (144) (404)  (96) (127)  (16:6)
ST borrowings 3359 4074 3806 5502 5502 IMtcoverage(X) 2z 52 a8 53 &0
Others 215 10674 358.0 306.7 306.7 Int. & ST debt coverage (X) 0.3 0.6 0.4 0.9 0.8
: Cash flow int. coverage (X) 0.2 27.7 (10.9) 8.9 45
Long-term liabilities 172.0 134.8 151.5 192.3 192.3 Cash flow int. & ST debt (X) 00 29 (1.1) 16 08
Long-term debts 156.0 1194 93.8 148.8 148.8  cyrrent ratio ) 22 15 23 1.9 22
Others 16.0 15.4 57.7 43.5 43.5 Quick ratio (X) 1.9 1.4 18 15 1.7
Shareholder's equity 2,1475 24753 38544 38842 4,052.1 Netcash/(debt) (VND bn) 299.1 976.0  359.6 485.0 658.1
Paid-in capital 2,548 20536 30084 30084 30084 Persharedata(VND)
Reserve (78.8) 3595 729.8 813.1 9478 EPS (869.3) 4,961.5 5,299.9 3,1653 3,526.3
Minority interests CFPS 114.9 12,503.0 (4,697.3) 7,315.6 4,250.9
BVPS 21,152.0 24,588.3 31,550.2 31,975.1 33,1013
Source: Company data, Kim Eng estimates SPS 14,8332 157910 19,610.7 34906.5 45507.0
EBITDA/share 1,827.7 3,2038 28718 5506.7 58205
DPS 1,0286 1,120.0 24000 24000 2,400.0
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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 19 October 2011, Kim Eng Research Pte. Ltd. and the covering analyst do not have any interest in KDC 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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