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DTWOOD VIETNAM CORP (GDT - HSX)
Still being on upward trend

Particulars (bn VND) 3QFY14 2QFY14 +/-qoq 3QFY13 +/-yoy
Net Revenue 76.1 67.3 13% 65.3 16%
NPAT 16.3 13.7 19% 12.5 30%
EBIT 214 18.1 18% 17.2 25%
EBIT margin 28.1% 26.9% 124bps 26.3% 184bps

Source: GDT, Financial statement, RongViet Securities’ compilation and estimates

e Positive revenue growth coupled with lucrative gross margin in 9M2014
¢ High earnings potential for Binh Duong factory expansion

o Shifted export structure

¢ Segment-specific marketing in domestic market

Outlook and Valuation:

Despite its being a relatively small big player in Vietnam furniture exports, GDT's
concentration on niche markets over the last 20 years has granted it a solid position as a
manufacturer of household furniture and wooden items.

Hence, business performance of GDT has improved steadily with gross profit margin
picking up moderately each year. In 2014, gross profit margin has been so far supported
by declining rubber wood price. Revenue also recorded a jump after 2 flat years. In
addition, the expansion of Binh Duong factory in late December is perceived as a
highlight in GDT'’s business as its will ease overcapacity at the current factory while
providing more room for the Company to meet increasing demand. We also expect the
transfer of the plot of land at My Phuoc 2 (Binh Duong) next year to bring an additional
income item outside the Company’s core business.

Considering GDT's stable earning results, high growth potential and lucrative dividend
yield (~20- 25%/year), we suppose the stock could be a good selection for long-term
investors. Therefore, we rate GDT as ACCUMMULATE in the LONG TERM at target price
of VND41,300/share.

Key Financials

Y/E Dec (VND bn) FY2012 FY2013 9M2014 FY2014F FY2015F
Net Interest Income 2313 2374 196.7 261.0 307.2
% chg 5.3% 2.6% 19.9% 9.9% 17.7%
PAT 383 36.4 39.2 49.1 58.6
% chg -10.4% -5.1% 41.6% 35.0% 19.5%
NIM (%) 16.6% 15.3% 19.9% 18.8% 19.1%
ROA (%) 16.5% 14.0% 17.7% 18.7%
ROE (%) 24.1% 21.7% 26.8% 28.6%
EPS (VND) 3,693 3,506 4,734 5,653
Adjusted EPS (VND) 3,693 3,506 4,734 5,653
Book value (VND) 15,494 16,849 18,460 21,022
Cash dividend (VND) 2,000 2,500 3,000 3,000
P/E (x) 4.1 6.6 8.7 9.4
P/BV (x) 1.0 1.4 2.0 2.8

Source: GDT, RongViet Securities, stock price as of 26/11/2014
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Exhibit 1: 3QFY2014 and YTD Results

Particulars (VND bn) 3QFY14 2QFY14 +/- (qoq) 3QFY13 +/- (yoy) 9M/2014 +/-(yoy)
Net Revenues 76.1 67.3 13.1% 65.3 16.5% 196.7 19.9%
Gross profits 271 239 13.2% 239 13.5% 68.8 18.5%
SG&AC 8.1 85 -5.2% 84 -4.3% 237 -2.4%
Operating Income 19.0 15.4 23.4% 15.5 23.2% 45.1 22.2%
EBITDA 225 18.9 19.0% 18.3 23.2% 54.7 31.2%
EBIT 214 17.8 20.1% 17.2 24.6% 51.4 33.6%
Financial expenses 0.8 0.5 53.7% 0.4 98.5% 1.4 -19.6%
- Interest Expenses 0.2 0.2 -9.0% 0.2 -9.8% 0.7 -23.4%
Dep. and amortization -1.1 -1.1 1.7% -1.1 1.3% -33 3.1%

Non-recurring ltems (¥)

Extraordinary ltems (¥)

PBT 21.2 17.6 20.4% 17.0 25.0% 50.7 34.9%
PAT 16.3 13.7 19.0% 12.5 30.4% 39.2 41.6%
(*) Adjusted PAT 16.3 13.7 19.0% 12.5 30.4% 39.2

Source: GDT, RongViet Securities

Exhibit 2: 3QFY2014 performance analysis

Particulars 3QFY14 2QFY14 +/- (qoq) 3QFY13 +/- (yoy)
Profitability Ratios (%)

Gross Margin 35.6% 35.6% S5bps 36.5% -93bps
EBITDA Margin 29.6% 28.5% 108bps 28.0% 162bps
EBIT Margin 28.1% 26.9% 124bps 26.3% 184bps
Net Margin 21.4% 20.3% 106bps 19.1% 229bps
Adjusted Net Margin 21.4% 20.3% 106bps 19.1% 229bps
Turnover *(x)

-Inventories 3.1 2.7 0.4 25 0.6
-Receivables 9.3 10.1 -0.9 124 -3.2
-Payables 5.1 4.9 0.2 4.5 0.6

Leverage (%)
Total Debt/ Equity 0.4 0.5 -0.03 0.4 0.04

Sources: (*) Annualized turnover

Positive revenue growth coupled with lucrative gross margin in 9M2014

In 9M2014, net revenue of GDT reached VND196.7 billion, up by 20% over the one-year period and
fulfilling 75.6% of the annual plan. Net profit-after-tax also reached VND 39.2 billion, or 84% of the
yearly guidance. Revenue of the firm increased positively thanks to the growth in the number of new
customers in both domestic and foreign markets.

In term of revenue compostition, kitchen utensils continued to be GDT's flagship product despite
recently slowed growth resulting from difficuties in the overall market and strong competition from
foreign brands. We estimate that during 2014, kitchen utensils segment would remain in some modest
growth, around 5.5% as compared to last year (~ VND 158.2 billion). In constrast, children toys, though
making up only a small proportion of total revenue, have recorded the fastest revenue growth rate in
2013 (54.4%) and are expected to continue in the uptrend in a foreseeable future. In 2014, revenue from
toy making is estimated about VND 45billion (+30% from the previous year). Going forward, the growth
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potential of this segment is positive, underpinned by the parents’ growing concens over the safety and
quality of Chinese children toys. On the other hand, wooden toys in general have gradually gained
popularity in the domestic market thanks to their proven safety, durability and diversified designs and
features that aim to improve children’s interlectual development.

Exhibit 3: Revenue & Gross profit margin in recent years Exhibit 4: Revenue structure divided by kinds of products
Net Revenue e Gross profit margin 1% 3%
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Source: GDT, RongViet Securities

2012 2013 2014 Estimates

Source: GDT, RongViet Securities

In 2014, gross profit margin is expected to expand slightly to 35.7% as the price of rubber wood has
fallen 2-5% from last year. Raw materials hold the highest proportion in the firm’s cost of goods sold
(~40%) and the downturn of wood price has been of great support for GDT's earning for far this year.
Besides, the Company has also been reviewing its manufacturing process, making use of spare materials
to minimize material expenses in order to compensate for other growing costs such as those for
transportation, payrolls and supplementary materials.

For the upcoming years, we still have a positive view about GDT's gross profit margin now that the
downtrend of rubber wood price is still in place and it is unlikely wood price would recover any time
soone given ample supply.

Exhibit 5: 4QFY2014 Actual vs. Estimates

Particulars (VND bn) 4Q2014 +/-qoq +/-yoy
Net Revenues 64.3 -16% -12%
Gross profits 20.6 -24% -10%
EBIT 13 -41% -13%
PAT 10 -39% -6%

Source: GDT, RongViet Securities

Expected profit growth came from expansion of Binh Duong factory

According to the Company’s plan, the expansion of the Binh Duong factory will be finished in late
December 2014, helping GDT to shore up its manufacturing capabilities (now running at 90% of
designed capacity). Upon the expansion, the Binh Duong factory will gain 8,000 m? in land area and
10,000 m? of additional per-year capacity (to a total 25,000 m3/year). The investment can help increase
GDT's annual revenue by 20% from the current level. At presence, Company has already had enough
orders to produce until March 2015.

Regarding the investment of VND14-16 billion for the Binh Duong factory expansion, GDT made
known that no debt financing was needed as the firm has abundant cash at the time of investment. As
compared to its peers, GDT has a relatively low Debt/Equity ratio at 0.3x, also much lower than the
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industry average of 1.7x. This should enables Company to more rely on outside funds in its future
investment plan.

We expect GDT revenue and NPAT in 2015 to be about VND307.2 billion (+17.7% yoy) and VND 58.6
billion (+19.5% yoy) or VND5,653/share.

Besides, the transfer of the plot of land at My Phuoc 2 — Binh Duong will be put forward to 2015. Given
a large size of the land area (~10 ha), the stranfer should not be easy or straightforward. According to
Company'’s plan, GDT project to get VND 25 billion of PAT from this deal, falling from VND 30 billion in
2013, indicating that discount still be unuseful.

Shifted Export structure

Specializing in wood product exports, GDT makes most of its revenue come from selling to overseas
markets where EU & Asia, whose percentage in GDT’s export revenue in past 4 years stood at a
combined 80%, have been the two primary markets. By our estimation, 2014 export revenue could
reach USD9.8 million, which Asian markets will constitute the largest proportion of 70-75% and
followed by EU & US. Furthermore, we notice a slight movement in GDT's revenue structure in recent
years where the contribution of the EU & US market has been trending downward, partly due to the
weakening of the EU economy as well as the emerges of strict woodland and wood trading control
laws such as the LACEY in the US and the FLEGT in the EU.

Exhibit 6: Revenue structure from mainly export market (VND bn)
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Source: GDT, RongViet Securities

In Asia, Japan has remained the largest export market of GDT. In the upcoming time, exports should
continue to drive the Company’s earnings result. GDT has been actively seeking trade opportunities in
other export markets to compensate for decline of demand from the EU where the Middle East and
Russia are seen as very potential destinations.

Segment-specific marketing in domestic market

The domestic market constituted approximately 20% of GDT's total revenue in recent years. This
percentage has been on a steady increase in the past 2 years (about 21% in 2013 and expectedly 22%
in 2014), effectively making up for the decline of the exports to the EU and US. With a population of
nearly 90 million of people, Vietham is very potential market that consumed an average USD1.98
billion of wood product value each year in the past 4 years (from HAWA'statistic). Besides, by
strategically focusing on niche markets where bigger firms generally do not have the advantage,
Company can avoid direct competition with larger players.
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Exhibit 7: Revenue structure in recent years

B Domestic

O Export

Source: GDT, RongViet Securities

In its development plan, GDT also pays attention to segregate its sales team into smaller groups that
cater to particular segments with diversified client bases and distributing channels. In the nine

months to September, project customers or large companies who order furture as gifts made up
nearly 30-38% of GDT's domestic revenue (especially children toys). The Company has also been
seeking new customers in other segments to stabilize overall revenue, for instance, introducing new
products and selling at trade fairs and exhibitions in events near year-end.

For children toys, which are generally marketed as high-end products, GDT has turned to in-house
design, diversifying patterns and adding new, innovative features to toys instead of only catering
client’s orders as in previous years to enhance its competitive position against imported products.

Exhibit 8: Key Assumption

Particular Earlier Estimates Revised Estimates
FY2014E FY2015F FY2014E FY2015F

Revenue growth (%) 5.7 6.4 9.9 8.8

Gross margin (%) 23.9 21.8 24.5 22

EBIT margin (%) 5.7 6.4 9.9 8.8
Source: GDT, RongViet Securities

Exhibit 9: Changes in Estimates

Particular (VND bn) FY2014F FY2015F
Earlier Revised Var (%) Earlier Revised Var (%)
Estimates Estimates Estimates Estimates

Net Revenues 249.2 261.0 4.7% 265.1 307.2 15.9%
Gross profits 34.5% 35.7% -123bps 33.0% 350%  -201bps
SGRAC 33.1 358 8.1% 36.9 39.9 8.1%
Operating Income 52.8 57.4 8.7% 50.6 67.7 33.7%
Financial expenses 2.7 25 7.7% 2.9 2.0 -31.0%
PRT 583 63.0 8.0% 56.4 75.2 33.2%
PAT 43.7 49.1 12.3% 423 58.6 38.5%
EBITDA 64.6 71.0 9.9 62.8 84.1 34.0%
EBIT 59.7 63.8 7.0 57.9 76.2 31.6%
EPS (VND) 4217 4,734 12,3 4,080 5,653 38.5%

Source: GDT, RongViet Securities
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Outlook and Valuation:

Despite its being a relatively small big player in Vietnam furniture exports, GDT's concentration on
niche markets over the last 20 years has granted it a solid position as a manufacturer of household
furniture and wooden items.

Hence, business performance of GDT has improved steadily with gross profit margin picking up
moderately each year. In 2014, gross profit margin has been so far supported by declining rubber
wood price. Revenue also recorded a jump after 2 flat years. In addition, the expansion of Binh Duong
factory in late December is perceived as a highlight in GDT's business as its will ease overcapacity at
the current factory while providing more room for the Company to meet increasing demand. We also
expect the transfer of the plot of land at My Phuoc 2 (Binh Duong) next year to bring an additional
income item outside the Company’s core business.

Considering GDT'’s stable earning results, high growth potential and lucrative dividend yield (~20-
25%/year), we suppose the stock could be a good selection for long-term investors. Therefore, we rate
GDT as ACCUMMULATE in the LONG TERM at target price of VND41,300/share.
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VND billion

VND billion
INCOME STATEMENT 2012A 2013A 2014E 2015F
Revenue 231.3 2374 261.0 307.2
COGS 162.0 156.8 167.8 199.6
Gross profit 69.3 80.6 93.2 107.5
Selling Expense 13.5 13.8 14.2 15.0
G&A Expense 15.0 20.5 21.6 249
Finance Income 7.1 6.7 6.7 6.9
Finance Expense 1.9 22 25 2.0
Other profits 1.1 0.9 14 2.5
PBT 47.1 517 63.0 752
Prov. of Tax 8.8 15.3 13.8 16.5
Minority’s Interest 0.0 0.0 0.0 0.0
PAT to Equity Shareholder 383 36.4 49.1 58.6
EBIT 48.6 52.8 63.8 76.2
EBITDA 53.2 58.5 71.0 84.1

%

FINANCIAL RATIO 2012A 2013A 2014E 2015F
Growth
Revenue 5.3% 2.6% 9.9% 17.7%
Operating Income -3.9% 13.5% 24.0% 18.0%
EBITDA -4.4% 10.0% 21.3% 18.5%
EBIT -4.8% 8.6% 20.8% 19.4%
PAT -10.4% -5.1% 35.0% 19.5%
Total Assets 24.7% 2.6% 10.5% 15.1%
Equity 2.1% 8.7% 9.6% 13.9%
Internal growth rate 4.5% 10.5% 9.8% 13.4%
Profitability
Gross profit/Revenue 29.9% 33.9% 35.7% 35.0%
Operating profit/ Revenue 17.6% 19.5% 22.0% 22.0%
EBITDA/ Revenue 23.0% 24.7% 27.2% 27.4%
EBITDA/ Revenue 21.0% 22.2% 24.5% 24.8%
Net margin 16.6% 15.3% 18.8% 19.1%
ROAA 16.5% 14.0% 17.7% 18.7%
ROIC or RONA 29.6% 30.9% 34.3% 36.7%
ROAE 24.1% 21.7% 26.8% 28.6%
Efficiency
Receivable Turnover 1.4 28 21 2.0
Inventory Turnover 27 25 26 2.7
Payable Turnover 4.7 3.6 3.2 33
Liquidity
Current 1.8 2.2 2.1 2.1
Quick 1.2 1.4 1.4 1.4
Solvency
Total Debt/Equity 60.0% 50.9% 52.2% 53.9%
Current Debt/Equity 33.4% 21.3% 21.8% 22.5%
Long-term Debt/ Equity 0.0% 0.0% 0.0% 0.0%

BALANCE SHEET

Cash and equivalents
Short-term investment
Receivables

Inventories

Other current assets
Total Current Asset
Tangible Fixed Assets
Intangible Fixed Assets
Construction in Progress
Investment Property
Long-term Invest ment
Other long-term assets
Long-term Asset

Total Asset

Payables

Other current liabilities
Current Debt

Long-term Debt

Other long-term liabilities
Total Liability

Owner’s Equity

Capital

Retained Earnings
Funds & Reverses
Others

Total Equity

Minority’s Interest
TOTAL RESOURCES
CASH FLOW STATEMENT
Profit before tax
-Depreciation
-Adjustments

+/- Working capital

Net Operating CFs

+/- Fixed Asset

+/- Deposit, equity investment

Interest, dividend, cash profit
received

Net Investing CFs

+/- Capital

+/- Debt

Dividend paid & other

Net Financing CFs

+/- cash & equivalents
Beginning cash & equivalents
Impact of exchange rate

Ending cash & equivalents

2012A

35.0
47.9
22,6
61.7
4.2
171.4
337
12.7
9.4
0.0
0.0
29.8
85.7
257.1
12.5
26.7
53.7
0.0
34
96.4
160.7
103.7
355
18.7
0.0
160.7
0.0
257.1

2012A

47.1
4.6
-8.2
-12.8
30.7
-4.5
-47.9

59

-46.4
0.0
42.2
-31.1
11.1
-4.6
39.6
0.0
35.0

2013A

35
91.0
259
64.4

2.8

187.6
30.2
125

59

0.0

0.0
27.6

76.2
263.8
13.5
35.6
37.2
0.0
27
89.0
174.8
103.7
49.5
18.7
0.0
174.8
0.0
263.8

2013A

51.7
5.7
-3.3
-10.8
43.2
-1.1
-43.1

4.6

-39.6
0.0
-16.5
-18.7
-35.2
-31.5
35.0
0.1
3.5

2014E

10.9
90.0
31.3
67.1

33

202.7

40.0
17.3
53
0.0
0.0
26.2
88.8

291.5

14.4
41.0
41.8
0.0
29

100.0
191.5

103.7
62.6
223

0.0

191.5

0.0

291.5
2014E

63.0
7.2
5.8
-19.4
44.9
206
250

54

-40.2
0.0
4.7

-30.1

-25.4

-20.6
3.5
0.0
10.9

2015F

2015F

18.5
100.0
36.9
81.8
35
240.7
48.2
171
4.8
0.0
0.0
249
94.9
335.6
17.2
48.2
49.1
0.0
3.0
117.5
218.0
103.7
84.2
27.2
0.0
218.0
0.0
335.6

75.2
8.0
-5.7
-30.2
47.2
-14.8
-25.3

3.9

-36.1
0.0
7.5

-31.1
-23.6
-12.5
10.9
0.0
18.5
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RESULT UPDATE

This report is created for the purpose of providing investors with an insight into the discussed company that may assist
them in the decision-making process. The report comprises analyses and projections that are based on the most up-to-
date information with the objective which is to determine the reasonable value of the stock at the time such analyses are
performed. Through this report, we strive to convey the complete assessment and opinions of the analyst relevant to the
discussed company. To send us feedbacks and/or receive more information, investors may contact the assigned analyst or
our client support department.

RATING GUIDANCE

Ratings
BUY ACCUMULATE NEUTRAL REDUCE SELL
Return Potential
Intermediate- term (up to 6 >20% 10% to 20% -5% to10% -15% to- 5% <-15%
months)
Long-term (over 6 months) >30% 15% to 30% -10% to 15% -15% to -10% <-15%
ABOUT US

RongViet Securities Corporation (RongViet) was established in 2007, licensed to perform the complete range of
securities services including: brokerage, financial investment, underwriting, financial and investment advisory and
securities depository. RongViet now has an operating network that spreads across the country. Our major shareholders,
also our strategic partners, are reputable institutions, i.e Eximbank, Satra, Viet Dragon Fund Management, etc... Along with
a team of the professional and dynamic staffs, RongViet has the man power as well as the financial capacity to bring our
clients the most suitable and efficient products and services. Especially, RongViet was one of the very first securities firms
to pay the adequate attention to the development of a team of analysts and the provision of useful research report to
investors.

The Analysis and Investment Advisory Department of RongViet Securities provides research reports on the macro-
economy, securities market and investment strategy along with industry and company reports and daily and weekly
market reviews

Network

Headquarter

Address: Floor 1-2-3-4, Viet Dragon Tower, 141 Nguyen Du, Ben Thanh Ward, Dist.1, Tp.HCM
Phone: 84.8 6299 2006 Fax: 84.8 6291 7986

Website: www.vdsc.com.vn

Ha Noi Branch Nha Trang Branch Can Tho Branch
2C Thai Phien - Hai Ba Trung District 50Bis Yersin - Nha Trang 08 Phan Dinh Phung -Can Tho
- Ha Noi

DISCLAIMERS

This report is prepared in order to provide information and analysis to Rong Viet's clients only. It is and should not be construed as an offer to sell or a solicitation of
an offer to purchase of subscribe for any investment. No consideration has been given to the particular investment objectives, financial situation or particular
needs of any recipient. The readers should be aware that Rong Viet may have a conflict of interest with investors when does this research. Investors are advised
make their own financial decisions based on their independent financial advisors as they believe necessary and based on their particular financial situation and
investment objectives. Rong Viet will not take any responsibility for any loss/damages occurred as a result of using the information herein.

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.

The information herein is believed by Rong Viet to be reliable and is based on public Sourcess believed to be reliable. We do not warrant its accuracy or
completeness. Opinions, estimations and projection expressed in this report represent the current views of the author as of the original publication date appearing
on this report only and the information, including the opinions contained herein, are subject to change without notice.

Copyright 2014 Viet Dragon Securities Corporation. This report shall not be copied, reproduced, published or redistributed by any person for any purpose without
the express permission of Rong Viet in writing.

Copyright 2014 Viet Dragon Securities Corporation.
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