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Outstanding Shares (mn) 127.229
Market Cap (VNDbn) 3,906
Free Float (mn) 48.4
LTM Avg Trading Vol ey 201 2/13 02/14 03/14 05/14 07/14 09/14 1114
Foreign-owned Ratio (%) 49%
Year Dividend ({ND) _ EPs (vND) | this update report, we lower our target price for Ho Chi Minh
2015F 1,200 3306 oSecurities Corporation (HCM) from VND38,500 to VND31,200, but
2014F 1,500 3,159 still maintain our HOLD recommendation. Our recommendation is
2013 2,000 2217 based on the following:
2012 1,100 2,443 <+~ Mixed outlook for securities companies stocks in
2008-13 2014E  2014-19 2015: We maintain a positive outlook for the stock market
CAGR (VND bn) CAGR in 2015 thanks to stable macroeconomic conditions and the
REVERE 1.7% 842  18.7% development of new financial products. Circular 36 and the
Net Income 64.0% 398 17.0% recent decline in oil prices, however, have negatively
changed the market sentiment and might impact market
Ratio HCM Peers VNI trading as well as securities companies’ revenue in 2015.
P/E 9.2x 10.6x 12.8x <+ HCM continues to lead the industry: HCM's operations
P/B 1.6x 1.1 1.7x are stable and profitable with the highest EPS, ROA and
ROE 18.7% 11.1%  13.6% ROE among its peer group.
Company Description: ~ HCM’'s 2014 earnings are likely to exceed

expectations: HCM had already achieved 94% of its full
year earnings target by the end of the third quarter, which is
—  As of September 30, 2014, total assets are VND3,607 about 27% higher than our previous forecast.
billion (USD 169.8 million), and total equity is o

2 7 +  HCM shares, however, are already fully valued: HCM's
\|-/||c\:l||\3/|2;1390fb|”|0n (95511_2'5m""?r_‘)_' - Brok g share price has risen 60% over the last 12 months. This was
- as four main business activities: Brokerage an very much in-line with other securities companies, but it is
Sales, Research, Investment Banking, and Treasury . o . .
L currently trading at a 48% premium above its peer group
activities. . . . . .
based on P/B ratio, which is close to the historical average
of 45%.

- Officially started operations with an initial capital of
VND50 billion in 2003. In 2009, HCM listed on the HSX.
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Securities companies
liquidated their bond
holding to record trading
gains.

Circular 36 limits which
banks can lend for stock
investment and how much
they can lend.

INDUSTRY UPDATE

Market liquidity has increased substantially in 2014

The total market trading value has reached VND668,902 billion as of November 30,
2014, an ascent of 100% YTD. The highest level of trading was recorded in March and
September. Over the last month, however, due to the negative impacts of Circular 36
and the decline of crude oil prices (which will be discussed subsequently), the market
liquidity has started to show signs of contraction.
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Declining interest rate

Government bonds’ yields dropped substantially during the third quarter across all
tenors, but especially so for the short- and medium-term. At the end of September,
one-, two-, three-, five- seven-, ten- and fifteen-year tenors stood at 4.33% (-
2.22% y-t-d), 4.68% (-2,37% y-t-d), 4,92% (-2.59% y-t-d), 5.38% (-3.05% y-t-d),
6.25% (-2.63% y-t-d), 6.63% (-2.42% y-t-d) and 7.23% (-1.84% y-t-d) respectively.
As a result, we have seen securities companies liquidate their bond investments
to record trading gains in the second and third quarter.

Circular 36 and the decline of oil prices negatively impact the
stock market

Even before the official release of the Circular, it already had certain negative impacts
on stock market sentiment. While Circular 36 has many wide-reaching provisions,
certain articles specifically serve to limit the amount of bank lending for stock
investment.

Limits on margin lending

Article 14 stipulates that the proportion of credit for equity investment must not
exceed 5% of a bank’s charter capital (down from the previous restricted level of 20%
of charter capital for securities investment). In addition, among other strict conditions
applied, only banks with NPL ratios below 3% are allowed to offer credit to customers
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to invest in stocks. Therefore some banks that were among the biggest financiers of
stock purchases may no longer be eligible to participate. The market reacted strongly
to the expectation of funding flying out of the market. The VN-Index lost 35 points
(5.8%) within ten days, from November 18 to 28, 2014.

Based on the current charter capital of banks in Vietham, the new rules reduce the
aggregate amount of funds available for lending for stock investment by 81%. The
total charter capital of the whole banking system is currently VND435,243 billion
(USD 2,048.6 billion). If we exclude charter capital of foreign banks, who are not
participating in margin lending market, which is VND86,636 billion, the total charter
capital of banks available to provide credit for equity investment is VND348,607
billion. Before Circular 36, the ceiling level was 20% of the charter capital, and is
estimated at VND69,721 billion. Now, we would have to exclude charter capital of
banks with NPL ratios above 3%, which is at least above VND86,449 billion, the
remaining charter capital of banks that are eligible to provide credit for equity
investment is VND262,158 billion. 5% of this amount of capital is worth about
VND13,108 billion, which down 81% compared to the prior ceiling level of VND69,721
billion. The number of banks with NPLs above 3% is projected to increase after
Circular 02/2013 and Circular 09/2014 will come into effect commencing next year,
and therefore, the limit of funds for stock lending may be reduced further.

We note, however, it is difficult to assess the impact of the new regulation on the

Because Circular 36 will banking system and on the stock market due to the limitation of publicly available
affect smaller banks much data as banks do not disclose their lending for stocks/securities investment purposes.
more than larger banks, it Officers of the State Bank of Vietnam stated that the banking system as a whole has
is difficult to assess how never used up to the 5% charter capital for stock investment. While some large banks
much it will affect the have not been very keen on lending to this area, we believe that some smaller
industry on the whole. commercial banks already have their lending to stock investments much higher than

5% of their charter capital. These banks will have to reduce their lending to stock
investments, which may negatively affect the market. It is also highly likely that banks
with NPL ratios above 3% have been making loans for stock investment. Therefore,
even though the banking system as a whole may not have fully utilized its capacity
for lending for stock investment, the banks that have room may not want to use it or
may charge higher rates for these types of loans.

According to data published by the State Securities Commission (SSC), the total
margin lending outstanding balance as of the end of October 2014 stood at
VND17,000 billion. This figure came from the balance sheet of securities companies,
which is unlikely to include the direct lending from banks to clients with stock as
collateral. Whether the VND17,000 billion of margin lending mainly came from
securities companies’ equity capital or their borrowings from banks is another issue.
According to our assessment of the largest 20 securities companies based on their
charter capital, total borrowing (short-term and long-term bank loans, corporate
bonds) are only over VND5,600 billion, equal to one third of total margin lending.
This means that about two thirds of total margin lending comes from equity capital
of securities companies.

In the future, securities companies may want to raise their equity capital and reduce
cash dividend in order to enhance their financial strength and capacity to conduct
margin lending, which is capped at 200% of the equity of broker firms as per Decision
637/2011 by the SSC, in order to partly offset the fall in banking funds for securities
investment. We expect securities companies to issue new shares (for joint stock
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companies) or receive injected capital by their parent banks in the coming years. To
facilitate this process, Circular 36 removed the cap of 25% of bank’s charter capital
invested in subsidiaries. The cap now for all investment of a bank is commonly 40%
of its charter capital for all equity investment. Therefore, banks are able to inject
more capital to its securities arms.

Limits on cross-ownership by banks

In the meantime, the circular tightens control on cross-ownership among credit
Provisions of Circular 36  institutions (Cls). It limits Cls to hold equity securities in a maximum of two other Cls
limit - cross-ownership by and such holding can be for a maximum of 5% of the voting equity securities.

banks.  This may cause  Restrictions on cross-ownership between banks and related parties further include:
them to divest of equities,

which will increase the
supply of bank stocks and
lower prices.

e Commercial banks and finance companies are not allowed to contribute capital or
buy equities of enterprises and other Cls that are their own shareholders,
enterprises and other Cls that are related parties of major shareholders or key
management people of the banks and finance companies.

e Subsidiaries and affiliates of a commercial bank or a finance company are
prohibited from contributing capital to or buying equities from one another.
Commercial banks are not allowed to contribute capital to or buy equities of
subsidiaries and affiliates of the banks’ controlling enterprises. Finance
companies are not allowed to contribute capital to or buy equities of subsidiaries
and affiliates of the controlling enterprises of the finance companies.

e Subsidiaries and affiliates of a commercial banks or a finance company are
prohibited from contributing capital to or buying equities of the parent bank or
finance company.

e If a commercial bank or finance company is a subsidiary or affiliate of a
controlling enterprise, the bank or finance company will be prohibited from
contributing capital or buying shares of that controlling enterprise.

We believe that these regulations will force some shareholders of commercial banks
to divest their bank equities, which in turn will increase the supply of banking stocks,
and drive down the prices of banking stocks. This has the potential to negatively
affect the index of the entire market. In addition, many cross-investments by, into and
among subsidiaries, affiliates and related parties of Cls will be mandated to change
hands.

Decline of oil and gas prices

Despite the significant petroleum price reduction, on November 27, OPEC’s members
decided to retain the current production level at 30 million barrels per day. As a
result, gasoline prices continued to precipitously drop. The OPEC decisions directly
impacted share prices of Viethamese petroleum tickers including GAS, PVD, and PVS.
From the beginning of November through December 12, GAS price dropped
significantly from VND106,000 to VND71,000 (33% decline), and PVD from VND94,000
to VND63,000 (33% decline). As these large cap stocks fell sharply, the VN-Index
dropped from a level of 600 down to 550. Since OPEC’s meeting through December
12, crude oil prices have dropped a further 21%, from USD73 to 74 to USD58 to 59.
According to global analysts, crude oil prices will continue to fall further. If this
forecast turns out to be true, it will be hard for oil and gas stocks to recover. The
market’s return, trading volume, and consequently revenues of securities companies
will also likely be negatively impacted.
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COMPANY UPDATE

HCM'’s 9M2014’s earning results

HCM’s 9M2014 revenue reached VND640.16 billion (USD30.1 million), up 47%
compared to last year, and accomplished 86% of the 2014’s full year target.

| Unit: YNDmn | 1014 2014 3014 9M2013  9M2014 % differences

Revenue
Brokerage revenue 68,849 63,894 86,276 135,885 219,018 61%
Proprietary trading 81,389 50,098 45,587 81,988 177,074 116%
Interest Income 17,772 18,963 16,659 73,153 53,394 -27%
Margin lending revenue 54,149 53,922 62,297 113,484 170,368 50%
Advisory 331 7,432 2,057 15,242 9,820 -36%
Others 3,985 2,655 3,845 15,902 10,484 -34%

Revenue 226,475 196,964 216,721 | 435,654 640,159 47%

Growth g-o-q 14% -13% 10%

Brokerage services

Brokerage services continued to contribute the largest portion (34.2%) to total
HCM almost achieved its revenue with over VND219 billion, increasing 61% y-o-y. As the total trading volume
full year’s earnings target of the market in the third quarter increased 53% g-o-q, HCM's brokerage revenue also
by 9M2014. increased 35% q-o0-q. Currently ranked second on the HSX with 12.34% brokerage
market share and ranked first on the HNX with 8.1% market share, total brokerage
revenue of HCM for the 9M2014 was slightly lower than its closest competitor SSI,
who achieved VND235.7 billion brokerage revenue.

Proprietary trading

Notably, revenue from proprietary trading witnessed a tremendous surge, achieving
a total of VND177 billion in 9M2014, an increase of 116% y-o-y, accounting for 27.7%
of total revenue. Total value of HCM'’s investment portfolio has been reduced
substantially during the year, from VND581.5 billion as of FY2013 to VND384.5 billion
as of September 30, 2014, showing that the company has realized its gain as the
market rally in the first and the third quarter of the year. Also taking advantage of
declining interest rates, HCM sold its entire bond portfolio during the year, which was
worth VND229 billion.

Margin Lending

Similar to brokerage services, margin lending activities are also highly correlated
with the overall market trading activities. For 9M2014, total margin lending revenues
achieved over VND170 billion, up 50% y-o-y, accounting for 26.6% of total revenue.
Currently, HCM provided margin lending services for 150 stocks, with an average
interest rate of about 14.9% per annum, which is lower than the average interest rate
of 18.3% for 2013.

According to Article 13 of Decision number 637 of the SSC, which regulates margin
lending activities of securities companies, the ratio of total margin lending balance to
total equity capital must be less than 200%. As of September 30, 2014, HCM advances
to customer and margin lending balances was worth over VND1,922 billion, up 70%
YTD, and equivalent to 80.4% of its total equity capital. Therefore, HCM still has room
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for margin lending when banks tighten up their lending for the purposes of stock
investment due to the effects of Circular 36.

Interest Income

In contrast with the uptrend of brokerage, proprietary trading, and margin lending,
9M2014’s interest income declined 27% y-o-y. This is partly due to a decrease of cash
balances as HCM provided more margin lending to its clients, and partly due to the
overall decline of banks deposit interest rates.

Advisory

Corporate finance and advisory services do not seem to be HCM's strength. As of
FY2013, HCM ranked only sixth with an advisory market share of about 4.2%. This
segment only recorded VND9.8 billion of revenue in 9M2014.

Cost of sales & SG&A expenses

Cost of sales (COS) and SG&A expenses in 9M2014 increased 24% and 3% y-o-y,
respectively. The largest part of COS and SG&A is staff cost, which accounted for
14.6% of revenue. Brokerage expense is another major expense, which accounted for
19.5% of brokerage revenue.

| Unit: VYNDmn | 1014 2014 3014  9M2013  9M2014 % differences

| | |

Expenses ‘ ‘ ‘
Cost of services (COS) | 50,422 55,852 58,994 132,812 165,268 24%
G&A expenses | 21,885 20,076 23,107 63,316 65,068 | 3%

As cost of sales and G&A expenses increase much less than the increase of revenue,
HCM'’s operating profit margin have shown significant improvements, from 55% to
64%. With these results, 9M2014’s net profit reached VND320.2 billion, already
fulfilling 94% of the company’s 2014 target.

Other updates

Decision on bank loans to raise the working capital

On October 9, 2014, HCM has disclosed contents of board decisions to borrow from
banks in order to raise the working capital if necessary as follows:

- HDBank: Credit limit VND400 billion

- BIDV: Credit limit VND400 billion

- Vietcombank: Credit limit VND200 billion

- Maritime Bank: Credit limit VND400 billion

As of September 30, 2014, HCM has only VND100 billion short-term borrowing and
no long-term loans. The Board decision indicated that HCM planned to expand its
margin lending activities in the near future. This decision came out before Circular 36
and before oil prices battered stock prices. We think that stock market trading
activities in the first two quarters of 2015 are likely to go sideways or even decline,
therefore the demand for margin lending from stock investors is unlikely to increase.
Therefore, HCM is unlikely to use these borrowings at least during the first two
quarters of 2015.
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Board of Directors changes

The BOD approved the resignation of Mr. Dao Dinh Dong as a member of the BOD,
and approved to elect Mr. Pham Cong Thao as a member of the BOD from
September 04, 2014.

VALUATION AND RECOMMENDATION

Recent performance

In our last update on HCM with a HOLD recommendation published on June 17,

HCM has traded in-line 2014, we indicated a target price of VND38,500 for HCM stock. At that time the stock
with our previous price was VND35,500. On September 17, 2014, the stock price reached its 6-month
recommendation. peak of VND41,400 then steadily traded between the range of VND36,000 and

VND39,000. Due to the recent negative impacts of Circular 36 and the steep decline of
oil and gas prices on the stock market, HCM recently fell to VND30,700.
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Assumption revisions

Below are our major projections:

Key assumptions 2014F 2015F 2016F 2017F 2018F 2019F 2020F
Market trading volume y-o-y growth 115.0% 0.0% 30.0% 30.0% 30.0% 25.0% 25.0%
HCM brokerage market share 11.5% 12.3% 13.0% 13.8% 145% 15.3% 16.0%

Average brokerage commission rate 0.18% 0.18% 0.17% 0.17% 0.17% 0.16% 0.16%
Margin lending balance y-o-y growth 92.0% 8.0% 24.0% 24.0% 24.0% 20.0% 20.0%

Margin lending interest rate 14.0% 13.8% 14.0% 14.3% 145% 148% 15.0%
Interest rate earned on cash 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0%
Staff cost/Revenue 17.5% 18.0% 18.0% 185% 185% 19.0% 19.0%

Brokerage expense/Brokerage revenue  20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0%

Market trading volume:

Based on the actual 11 months trading volume of the market, we adjusted our
assumption regarding the growth of market trading value. Particularly, 2014’s growth
is estimated to be 115%. After a year with remarkable growth, and combined with
the negative impact of Circular 36 and the sharp decline of oil prices, we project zero
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growth for the market trading volume in 2015. The market trading value will largely
impact two major revenue segments of HCM, which are brokerage revenue and
margin lending revenue. From 2016 to 2018, we retain our previous expected growth
of 30% per annum.

HCM’s market share:

As HCM continues to lead the industry, especially in brokerage services, combined
with the effect of the Government’'s plan to restructure the financial industry,
lowering the number of securities companies to 30 by 2020, we project HCM's market
share to grow gradually from 11.5% in 2014 to 16% in 2020.

Brokerage commission rate:

Brokerage commission rates are forecasted to gradually decline due to increasing
competition.

Margin lending balance:

Margin lending balance y-o-y growth is estimated to equal 80% of the market trading
value y-o-y growth

Major expenses:

Staff cost/Revenue are expected to slightly increase overtime, while Brokerage
expenses/Brokerage revenue are forecasted to stay constant at 20%.

Valuation

Based on the HCM’s 9M2014 results, our revised assumption regarding market
We adjust the target price trading activities, and our addition of P/B valuation approach, we adjust the target
for HCM from VND38,500 price for HCM from VND38,500 to VND31,200, which is close to the value of HCM's
to VND31,200. closing price today. Combined with an expected dividend of VND1,200, the total one-
year expected return for HCM is 6.3%. Therefore, our recommendation for HCM stock
at the time of issuing this update report is to HOLD.

Combined valuation Target price Weight
Residual Income 30,516 40%
P/E 33,085 20%
P/B 31,028 40%
Average target price 31,235

Residual income

We use residual income method to value HCM share price and this model suggests a
fair price of VND30,516 per share for HCM and incorporated the following inputs:

o The risk-free rate is taken from the recent one-month average yield of 5-year local
currency Government bond yields, which is equivalent to 6.0%. Compared to the
5-year Government bond yield in our last post of 7.3%, the current risk-free-rate
has dropped 130 bps, which slightly increased the cost of equity, from 16.31% to
16.53%. The expected market return is expected to be 15.0%.

e HCM'’s adjusted beta is estimated to be 1.17.

e HCM'’s long-term growth rate of residual income is estimated to be 7%.
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RESIDUAL INCOME VALUATION 2014F 2015F 2016F 2017F 2018F 2019 2020
Net Income 397,570 404,643 462,423 566,905 707,653 873,868 1,074,300
Shareholders Equity 2,247,348 2,492,336 2,744,270 3,015,807 3,509,539 4,007,218 4,800,596
Capital Charge 366,520 406,475 447,563 491,848 572,371 653,637 782,929
Residual Net Income 31,050 (1,832) 14,860 75,057 135,282 220,330 291,371
Present Value Factor 0.86 0.74 0.64 0.55 0.47 0.40 4.34
PV Residual Net Income 26,696 (1,354) 9,444 41,014 63,559 89,001 1,264,337
Total Projected EVA 1,492,696
Curent Book Value Equity 2,390,691

Value of Equity 3,883,388
Number of Shares 127,256,758
Share Value 30,516

Market-based valuation

At the moment, HCM is the leading securities company in terms of operating
profitability and boasting the highest ROA and ROE. This explains why HCM is
trading at a premium based on the P/B ratio compared to its peer group.

Mkt Cap (VND bn) Last Price

Ticker Dec 19, 2014 Dec 19, 2014 P/E ROA (%) ROE (%)
BVS 989 13,700 | 0.8 | 10.2 5.1 7.7
KLS 1,877 10,300 | 0.8 | 11.1 6.6 6.9
SSI 9,588 27,100 1.7 | 134 7.6 13.2
SHS 1,068 10,700 1.2 7.1 4.1 17.5
VNDS 1,230 12,300 1.1 11.2 5.4 10.1
Peers average 2,951 1.1 | 10.6 5.8 11.1
HCM 3,906 30,700 | 1.6 | 9.2 12.5 18.7

We also track the historical P/B ratio of HCM and its peer group to see whether the

HCM consistently trades at current 48% premium is justifiable. What we observe is that over the past two years,
a higher P/B than its peer HCM has consistently been traded at a premium over its peer group, and the
group. The premium is premium is getting wider.. Based on the trend and the historical statistics premium,
getting wider. in the P/B valuation approach we apply 50% premium for HCM’s P/B.
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Regarding the P/E valuation, HCM currently has the highest EPS of VND3,325 which
is much higher than its peer group average EPS of VND1,380. Therefore HCM’s P/E is
actually lower than its peer group, 9.2x vs.10.6x. For the P/E valuation approach, we

consider the peers’ average is justifiable to value HCM'’s share.

P/E valuation

Justified P/E 10.59
2014 EPS 3,124
Target price 33,085

P/B valuation

Justified P/B 1.65
Current BVPS 18,790
Target price 31,028
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TECHNICAL ANALYSIS

The technical chart shows a downward trend of HCM from its peak of 41,900 in
September, 2014 up to now.

The price of HCM fell below its mid-term support level at 35,500 - 36,500, formed by
the MA100 and MA200 to test its one-year support level at 33,500, formed by the
MAZ250.

We observe that HCM is accumulating well at this threshold and we expect it could
enjoy some recovery in the short-term to test the level of 35,500. Thus, we
recommend a hold strategy for HCM.

Ticker HCM
Horizon analytic 3 to 6 months
3 months highest price 41,900
3 months lowest price 32,000
Current MA50 days 36,500
Current MA100 days 36,500
Mid-term resistance level 36,500
Mid-term support level 32,000
Recommendation HOLD

Unit: VND per share

i,

Lk

Rl

P

[ RS _‘."'"'ul MA200

MA250 w000

26.00

2400

07012014 08i0122014 080122014 10172014 110352014 120012014
Velume [170,750]

3,500,000
3,000,000
2,500,000
2,000,000
1,500,000

N P 1 . 1 L1 1 1 MASD 1,000,000
L bt T e e e e o o e,

www.VPBS.com.vn Page | 12




HO CHI MINH SECURITIES CORPORATION (HSX - HCM)

APPENDIX
BALANCE SHEET 2012 2013 2014F 2015F 2016F 2017F 2018F 2019F 2020F
Cash & Equivalents 1,794 1,008 1,345 2,182 2,324 2,497 2,391 2,569 2,694
Receivables 635 1,402 2,468 2,498 3,052 3,733 4,573 5,444 6,436
Short term investment 152 352 465 447 430 405 446 490 539
Other current asset 4 6 9 11 12 13 14 15 17
Total current asset 2,585 2,768 4,288 5,138 5,818 6,648 7,424 8,519 9,686
Fixed asset 12 7 6 7 8 8 10 11 12
Long term investment 475 229 - 112 184 270 297 327 360
Other non current asset 127 123 147 177 212 255 306 367 440
Total long term asset 614 360 154 295 404 533 613 704 812
TOTAL ASSET 3,199 3,128 4,441 5,433 6,222 7,182 8,037 9,223 10,498
Current liabilities 926 880 1,949 2,688 3,206 3,672 4,029 4,422 4,854
Non current liabilities 110 - - - - - - - -
Total liabilities 1,036 880 1,949 2,688 3,206 3,672 4,029 4,422 4,854
Equity capital 1,564 1,683 1,683 1,683 1,683 1,710 1,710 1,850 1,850
Financial reserves 120 149 188 229 275 332 403 490 597
Retained earnings 478 516 721 933 1,158 1,468 1,895 2,461 3,196
Total shareholders equity 2,163 2,247 2,492 2,744 3,016 3,510 4,007 4,801 5,644
LIABILITIES & EQUITY 3,199 3,128 4,441 5,433 6,222 7,182 8,037 9,223 10,498
INCOME STATEMENT 2012 2013 2014F 2015F 2016F 2017F 2018F 2019F 2020F
Brokerage 145 199 297 311 420 567 762 982 1,261
% of total 26% 31% 35% 35% 40% 44% 47% 49% 52%
Proprietary trading 30 153 209 141 135 123 136 149 164
% of total 5% 24% 25% 16% 13% 10% 8% 8% 7%
Interest income 139 91 62 95 102 110 104 113 120
% of total 25% 14% 7% 11% 10% 9% 6% 6% 5%
Margin lending 185 156 231 299 341 430 542 671 819
% of total 33% 25% 27% 33% 32% 33% 34% 34% 34%
Advisory 13 16 20 22 24 26 29 32 35
% of total 2% 3% 2% 2% 2% 2% 2% 2% 1%
Other services 51 20 24 26 29 32 35 39 42
% of total 9% 3% 3% 3% 3% 2% 2% 2% 2%
Total revenues 562 635 842 894 1,051 1,288 1,608 1,986 2,442
y-0-y growth 13% 33% 6% 17% 23% 25% 23% 23%
Cost of services (166) (177) (219) (250) (315) (387) (482) (596) (732)
G&A Expenses (90) (83) (114) (125) (158) (193) (241) (298) (366)
Operating profit 307 375 510 519 578 709 885 1,092 1,343
Net non-operating income 0 1 - - - - - - -
Profit before tax 307 375 510 519 578 709 885 1,092 1,343
Income tax (60) (93) (112) (114) (116) (142) (177) (218) (269)
Net Income 246 282 398 405 462 567 708 874 1,074
y-0-y growth 15% 41% 2% 14% 23% 25% 23% 23%
EPS 2,443 2,217 3,124 3,180 3,634 4,050 5,055 5,675 6,977
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HO CHI MINH SECURITIES CORPORATION (HSX - HCM)

Ratio Analysis 2012 2013 2014F 2015F 2016F 2017F 2018F 2019F 2020F

Profitability
58.0% 55.0% 55.0% 55.0% 55.0% 55.0%

Operating Margin 54.5% 59.0% 60.5%
Net Profit Margin 43.8% 44.5% 47.2% 45.2% 44.0% 44.0% 44.0% 44.0% 44.0%
ROA 7.7% 9.0% 9.0% 7.4% 7.4% 7.9% 8.8% 9.5% 10.2%
ROE 11.4% 12.6% 16.0% 14.7% 15.3% 16.2% 17.7% 18.2% 19.0%
EPS growth -9% 41% 2% 14% 1% 25% 12% 23%
Leverage
Liabilities/Asset 32% 28% 44% 49% 52% 51% 50% 48% 46%
Financial debt/Asset 3% 0% 2% 2% 2% 1% 1% 1% 1%
Liquidity
Asset Turnover 0.18 0.20 0.19 0.16 0.17 0.18 0.20 0.22 0.23
Current Ratio 2.79 3.14 2.20 1.91 1.81 1.81 1.84 1.93 2.00
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GUIDE TO RATINGS DEFINITION

VPBank Securities (VPBS) uses the following ratings system:

Buy: Expected return, including dividends, over the next 12 months is greater than 15%.
Hold: Expected return, including dividends, over the next 12 months is from -10% to +15%.
Sell: Expected return, including dividends, over the next 12 months is below -10%.

CONTACT INFORMATION

For further information regarding this report, please contact the following members of the VPBS
research department:

Barry David Weisblatt
Head of Research
barryw@vpbs.com.vn

Nguyen Thi Thuy Linh Pham Lien Ha, CFA Nguyen Thi Ngoc Anh
Director — Macro and Financials Senior Analyst Research Assistant
linhntt@vpbs.com.vn hapl@vpbs.com.vn anhntn2@vpbs.com.vn

For any questions regarding your account, please contact the following:

Marc Djandji, CFA

Head of Institutional Sales and Brokerage
marcdjandji@vpbs.com.vn

+848 3823 8608 Ext: 158

Ly Dac Dung

Head of Retail Sales & Brokerage
dungld@vpbs.com.vn

+ 844 3974 3655 Ext: 335

Vo Van Phuong Domalux

Vice President of Retail Sales & Brokerage Vice President of Retail Sales & Brokerage
phuongvv@vpbs.com.vn domalux@vpbs.com.vn

+848 6296 4210 Ext: 130 +848 6296 4210 Ext: 128

Tran Duc Vinh Nguyen Danh Vinh

Vice President of Retail Sales & Associate Vice President of Retail
Brokerage Sales & Brokerage

vinhtd @vpbs.com.vn vinhnd@vpbs.com.vn

+848 3835 6688 Ext: 369 +848 3823 8608 Ext: 146
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HO CHI MINH SECURITIES CORPORATION (HSX - HCM)

Hanoi Head Office

362 Hue Street,

Hai Ba Trung District, Hanoi
T - +84 (0) 4 3974 3655

F - +84 (0) 4 3974 3656

Ho Chi Minh City Branch
76 Le Lai Street,

District 1, Ho Chi Minh City
T - +84 (0) 8 3823 8608

F - +84 (0) 8 3823 8609

Danang Branch

112 Phan Chau Trinh Street,
Hai Chau District, Danang

T -+84 (0) 511 356 5419

F - +84 (0) 511 356 5418

www.VPBS.com.vn

DISCLAIMER

Research report is prepared and issued by VPBank Securities Co. Ltd. (“VPBS"). This report is not directed to,
or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation. This document is not for public distribution and has been furnished to you
solely for your information and must not be reproduced or redistributed to any other person. Persons into
whose possession this document may come are required to observe restrictions.

Each research analyst involved in the preparation of a research report is required to certify that the views and
recommendations expressed therein accurately reflect his/her personal views about any and all of the
securities or issuers that are the subject matter of this research report, and no part of his/her compensation
was, is and will be directly or indirectly related to specific recommendations or views expressed by the
research analyst in the research report. The research analyst involved in the preparation of a research report
does not have authority whatsoever (actual, implied or apparent) to act on behalf of any issuer mentioned in
such research report.

Any research report is provided, for information purposes only, to institutional investor and retail clients of
VPBS. A research report is not an offer to sell or the solicitation of an offer to buy any of the securities
discussed herein.

The information contained in a research report is prepared from publicly available information, internally
developed data and other sources believed to be reliable, but has not been independently verified by VPBS
and VPBS makes no representations or warranties with respect to the accuracy, correctness or completeness
of such information and they should not be relied upon as such. All estimates, opinions and
recommendations expressed herein constitute judgment as of the date of a research report and are subject to
change without notice. VPBS does not accept any obligation to update, modify or amend a research report or
to otherwise notify a recipient of a research report in the event that any estimates, opinions and
recommendations contained herein change or subsequently becomes inaccurate or if a research report is
subsequently withdrawn.

Past performance is not a guarantee of future results, and no representation or warranty, express or implied,
is made regarding future performance of any security mentioned in this research report. The price of the
securities mentioned in a research report and the income they produce may fluctuate and/or be adversely
affected by market factors or exchange rates, and investors may realize losses on investments in such
securities, including the loss of investment principal. Furthermore, the securities discussed in a research
report may not be liquid investments, may have a high level of volatility or may subject to additional and
special risks associated with securities and investments in emerging markets and/or foreign countries that
may give rise to substantial risk and are not suitable for all investors. VPBS accepts no liability whatsoever for
any loss arising from any use or reliance on a research report or the information contained herein.

The securities in a research report may not be suitable for all types of investors and such reports do not take
into account particular investment needs, objectives and financial circumstances of a particular investor. An
investor should not rely solely on investment recommendations contained in this research report, if any, as a
substitution for the exercise of their own independent judgment in making an investment decision and, prior
to acting on any of contained in this research report, investors are advised to contact his/her investment
adviser to discuss their particular circumstances.

VPBS and its affiliated, officers, directors and employees world-wide may, from time to time, have long or
short position in, and buy or sell the securities thereof, of company (ies) mentioned herein or be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market
maker in the financial instruments of the company (ies) discussed herein or act advisor or lender/borrower to
such company (ies) or have other potential conflict of interest with respect to any recommendation and
related information and opinions.

Any reproduction or distribution in whole or in part of a research report without permission of VPBS is
prohibited.

If this research report has been distributed by electronic transmission, such as e-mail, then such transmission
cannot be guaranteed to be secure or error-free as information could be intercepted, corrupted, lost,
destroyed, arrive late, in complete, or contain viruses. Should a research report provide web addresses of, or
contain hyperlinks to, third party web sites, VPBS has not reviewed the contents of such links and takes no
responsibility whatsoever for the contents of such web site. Web addresses and/or hyperlinks are provided
solely for the recipient’s convenience and information, and the content of third party web sites is not in any
way incorporated into this research report. Recipients who choose to access such web addresses or use such
hyperlinks do so at their own risk.
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