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What’s new?

» 9M22 PATMI fell by -23.9% YoY to VND
296bn on lower gross margin.
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Company profile: DHC is Vietnam’s fourth largest paper company with annual capacity of 288,000 MT after setting up new plants in 2021 and 2022.
Core products are paper (80% of total revenues) and carton board (20% of revenues). Its main customers are Vietnam-based fisheries (59% of 9M22
revenues), agriculture (17%), and food (11%) producers. It also directly exports 20% of paper production to China, ASEAN, and the Middle East.

Share price performance relative to VNI DO HACO (D H c VN)

e DIC vs. WNIndex (i1s) [P Demand remains solid, but ASP is falling

' 140
80,000 9M22 financial performance. DHC’s 9M22 PATMI fell by 23.9% YoY to
60,000 9 VND 296bn. The decline was mainly due to a 1.6% YoY drop in 9M22
40,000 40 revenue to VND 2,995bn on decreased ASPs. The selling price pressure
20,000 (10) also drove a 1.5% ppt YoY drop in 9M22 gross margin to 16.3%.
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Paper demand remains solid. Paper production (80% of revenue) is

Market cap US$93mn . . . . . .
. running at near full capacity while packaging paper production is

6M avg. daily turnover US$1.7mn . i

running at 50% of capacity. Management says that 4Q22 export demand
Outstanding shares 70mn . . L. . .

for packaging paper is picking up as China reopens its economy.
Free float 70%
FINI ownership 31.4% The balance sheet remains healthy... Net debt to equity was 12% as at
e Sl 37.1% end of September, down from 13.5% as at end-2021. In addition, DHC’s
I 1.6x 9M22 operating profit was 28x its interest expenses.
2022E PE 4.9x ... and cash flow is strong. Net cash inflow in 9M22 was VND 120bn, up
2022EP/B 1.1x by 20.5% YoY. DHC’s cash conversion cycle has improved steadily since
Trading platform HOSE 2019 on improvements in inventory and sales outstanding days.
FOL Room 17.6%

Model revisit. We cut our revenue forecast by -18% for 2022E and -29%
Financial outlook (VND bn) for 2023E on reduced ASP assumptions. This drives a downward revision

m to our PAT forecasts of ~30% YoY for 2022 and -32% for 2023. Our PAT

forecasts are still 3% above the 2022E consensus but 6% below the

Sales 3,961 3,985 3,923 4,770
2023E consensus.

Op. profit 594 495 522 769

Net profit 561 479 511 752 We cut our target price by 41% to VND 63,571 per share, implying 105%
EPS (VND) 6,945 6,707 7,151 10,529 TSR. Our valuation is based on a weighted approach of FCFF (50%) and
EPS chg (%) 25.4 G.4) 6.6 473 PER comps (50%). Key risks include the fluctuation in OCC price might
P/E () 47 4.9 46 31 impact DHC profit margin.

ROE (%) 31.1 25.6 239 308 Margin calls are driving the selloff, not DHC’s underlying operations. We
Div. yield (%) 7.6 7.6 109  16.1 see this as a tremendous opportunity for investors who can stomach
DPS (VND) 2,500 2,500 3,575 5,265 further potential short-term volatility. The shares now trade at just 4.6x

our revised 2023 PER, with a forecast cash dividend yield of 10.9%.

ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ARE
LOCATED IN APPENDIX A.

Yuanta does and seeks to do business with companies covered in its
research reports. As a result, investors should be aware that the firm
may have a conflict of interest that could affect the objectivity of this
report.Investors should consider this report as only a single factor in
making their investment decision.
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We slashing our target price by 41%, but
we still recommend BUY

We reiterate our BUY recommendation but cut our target price by 41% to VND 63,571
per share, implying a 2023 PER ratio of 8.6x vs. the current market PE of just 4.6x.
Our target price is based on a weighted approach comprising FCFF (50%) and a
discount to regional comparable PERs (50%).

Fig.1: Reducing target price by 39%

Valuation approach

FCFF 61,143 50% -34%
PER multiple R 66,000 50% -43%
Overall 63,571 100% -39%,

Source: YSVN

FCFF valuation

Our FCFF model incorporates our reduced free cash flow assumptions in line with
the lower ASP and gross margin assumptions. In addition, we have revised up our
WACC to 12.4%, up from 10.5% previously; this is after adjusting for the increased
risk free rate (i.e., 7.4%, which is now the SOE bank 12-month time deposit rate)
and the empirical increase in the stock’s Beta since our last valuation update.

Fig. 2. Our FCFF valuation model incorporates our reduced cashflow
forecasts. We have also increased our WACC to 12.4%.

EBIT 495 522 769 936 1,116 1,229
Less: Tax (34) (28) (42) (50) (84) (94)
add: Depreciation 116 245 239 239 239 239
less: FClnvestment (Capex) - (2,084)
less: WCinvestment 224 13 (469) (166) (170) (123)

Free cash flow 802 (1,332) 498 958 1,101 1,251
PV of free cash flow 713  (1,054) 350 600 613 619
Total PV of free cash flow 1,222

Terminal value 5,941
PV of terminal value 5,941

PV of free cash flow 7,163
less: debt 3,029
Add: cash 146

Equity value 4,280

Outstanding shares (VND per share) 69,994

Intrinsic value/share 61,143

Source: YSVN

For the PER multiple valuation, we apply a 2023 PER target of 8.3x. This represents
a 10% discount to the regional peer median, which we think is reasonable given
Vietnam’s weak market conditions and DHC’s relatively small size.

Fig.3: OCC price appears to have plateaued

PER MULTIPLE VALUATION

DHC's peers PER median 9.2
Discount (%) 10%
Implied PER (x) 8.3
Target price (VND) 66,000,

Source: YSVN
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The recent share price crash is due to margin calls, and does not reflect DHC’s
fundamental business operations in our view. The implied financial difficulties are
those of the shareholders, not DHC itself. In contrast to some of the troubled property
stocks, most of DHC’s short-term debt comprises bank loans, and not loans from
shareholders. Our view is that DHC’s fundamentals remain solid even after factoring
in our reduced forecasts, and the current selloff represents a tremendous opportunity
to accumulate the stock at an extreme discount valuation.

DHC is trading at 4.9x 2022 PER and 4.6x 2023 PER, which is a sharp discount to the
regional peer median of 10.2x 2022E PER and 9.2x 2023 PER. Such a valuation might
be appropriate for a company that is in terminal decline or facing a financial crisis,
but this is not the case for DHC in our opinion. Even after slashing our earnings
forecasts, we still expect the company to deliver 2023 ROE of 23.9%.

Fig.4 DHC is trading at steep discount compared to the original peers

Ticker Name Mkt Cap 2022E 2023E |Current
(USD mn) |PER (x) [PER (x) P/B(X)

002831 CH Equity SHENZHEN YUTO PACKAGING TE-A 4,220.9 16.7 16.2

600567 CH Equity SHANYING INTL HLDG CO LTD-A 1,613.2 9.4 8.5 0.7
FASW 1J Equity FAJAR SURYA WISESA PT 987.8 N/A N/A 3.0
603687 CH Equity ZHEJIANG GREAT SHENGDA PAC-A 620.7 N/A N/A 2.2
002228 CH Equity XIAMEN HEXING PACKAGING-A 570.8 14.8 13.9 1.2
002951 CH Equity SICHUAN JINSHI TECHNOLOGY -A 553.0 N/A N/A 17
605500 CH Equity FOREST PACKAGING GROUP CO LT 456.7 N/A N/A 14
300883 CH Equity LD INTELLIGENT TECHNOLOGY -A 3155 N/A N/A 16
UTP TB Equity UNITED PAPER PCL 297.5 11.0 9.9 25
468 HK Equity GREATVIEW ASEPTIC PACKAGING 205.1 41 3.9 0.6
Median Median 553.0 10.2 9.2 1.6
DHC VN Equity DONG HAIJSC OF BENTRE 934 4.9 4.6 13,

Source: Bloomberg, YSVN

Risks to our view

Input inflation risk. Raw materials account for 75% of DHC’s production costs, in
which OCC is the main input. The OCC price has entered a consolidation phrase since
July 2022. However, the price of the material is recently picking up and may continue
to do so as China reopens its economy.

Fig.5 DHC is trading at steep discount compared to the original peers
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Production bottlenecks. According to management, DHC is running at 100%
utilization of its paper production capacity, as demand remains extremely strong.
However, DHC plans to expand its paper production in 2024, which should help to
alleviate any production bottleneck.

ESG risk. Paper production is not a particularly green business from an environmental
perspective. However, to the company’s credit, it has invested in waste processing
capacity. But realistically, DHC is not likely to be high on anyone’s list of ESG-friendly
stocks in Vietnam.
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PROFIT AND LOSS (VND bn)

2021A

3,961
3,493
467

(3,213)
748
(153)
594
(7)

14
601
(40)
561
561
627
6,945

2022E

3,985
3,143
840

(3,335)
650
(154)
495

4

14

513
(34)

479
479
612
6,707

2023E

3,923
3,123
798

(3,249)
674
(152)
522

3

14
539
(28)
511
5717
766
7,151

2024E

4,770
3,826
942

(3,816)
954
(185)
769

7

17
794
(42)
752
752
1,008
10,529

FY Dec 31 (VND’bn) 2020A
Revenue 2,888
Paper 2,538
Packaging 348
Cost of goods sold (2,339)
Gross profits 548
Operating expenses (112)
Operating profits 436
Net interest expenses (€XD)

Net investments income/(loss 1

Net other incomes 3

Pretax profits 410

Income taxes (18)

Minority interests -

Net profits 392
Core earnings 392

EBITDA 542

EPS (VND) 5,541

KEY RATIOS

2020A

Growth (% YoY)

Sales 101.9
Paper 133.7
Packaging 1.2

Operating profit 86.0

EBITDA 84.7

Net profit 115.8

EPS (VND) 115.8

Profitability ratio (%)

Gross margin 19.0

Operating margin 15.1

EBITDA margin 18.8

Net margin 13.3

ROA 17.5

ROE 30.6

Stability

Net debt/equity (x) 16.1

Int. coverage (x) 11.3

Int. &ST debt coverage (x) 1.9

Cash conversion days 56.3

Current ratio (X) 1.5

Quick ratio (X) 1.1

Net cash/(debt) (VND mn) (224)

Efficiency

Days receivable outstanding 57

Days inventory outstanding 49

Days payable outstanding 50

Source: Company data, YSVN

2021A

37.2
37.6
34.1

36.1
15.8
43.2
25.4

16.2
15.0
15.8
11.6
20.6
31.1

13.5
32.4
1.6
48.1
1.7
1.2
(229)

52
33
37

2022E

0.6
(10.0)
80.0

16.3
12.4
15.4
11.8
12.7
25.6

92.8
37.1
1.6
67.8
1.3
0.7
(1,833)

64
58
54

2023E

(1.6)
(0.6)
(5.0)

25.3

17.2
13.3
19.5
12.8
10.1
23.9

52.6
35.9
1.9
73.9
1.5
1.0
(1,166)

68
81
75

2024E

21.6
22.5
18.7

31.6
47
47

20.0
16.1
21.1
15.5
15.2
30.8

40.9
53.0
2.8
66.9
1.8
1.1
(1,049)

62
74
69

BALANCE SHEET (VND bn)

FY Dec 31 (VND’bn) 2020A
Total assets 2,276
Cash & cash equivalents 202
ST Investment 9
Accounts receivable 555
Inventories 315
Other current assets 15
Net fixed assets 1,135
Others 44
Total liabilities 881
Current liabilities 736
Accounts payable 408
ST debts 290
Long-term liabilities 145
Long-term debts 145
Others -
Shareholder's equity 1,395
Share capital 560
Treasury stocks -
Others 39
Retained earnings 560

Minority interest -

2021A

2,401
98

44
667
320
42
1,051
179
704
704
305
371

1,697
700

59
703

2022E

5,004
146

1,000

2023E

4,911
498

9

756
712
14
2,868
54
2,696
1,314
663
290
1,382
1,382

2,215
700

39
1,240

2024E

4,762
299

9

913
836
14
2,629
62
2,194
1,127
779
290
1,067
1,067

2,568
700

39
1,594

CASH FLOW (VND bn)

FY (VND’bn) 2020A
Operating cash flow 432
Net income 384
Dep, & amortisation 103
Change in working capital (25)
Others (30)
Investment cash flow 50
Net capex -
Change in LT investment 58
Change in other assets (8
Cash flow after invt. 483
Financing cash flow (437)
Change in share capital 0
Net change in debt (264)
Change in other LT liab. (173)
Net change in cash flow 46
Beginning cash flow 156
Ending Cash Balance 202
KEY METRICS

2020A
PE (x) 5.9
Diluted PE (x) 5.9
PB (x) 1.6
EBITDA/share 7,737
DPS 2,500
Dividend yield (%) 7.6
EV/EBITDA (x) 4.6
EV/EBIT (x) 44.0

2021A

676
561
101
(255)
269
(321)
(168)
(51
(102)
355
(98)
140
(64)
(173)
257
202
459

2021A
4.7
4.7
1.3
8,956
2,500
7.6
4.0
5.7

2022E

664
479
132
224
azn
(2,419)
(2,106)
(313)
(1,755)
1,442
0
1,617
(175)
(313)
459
146

2022E
4.9
4.9
1.2
8,740
2,500
7.6
6.7
4.9

2023E

2,568
511
245

13
1,799
(1,651)
(2,084)
414
19
918
(565)
(315)
(250)
352
146
498

2023E
4.6

4.6

1.0
10,949
3,575
10.9
4.5
8.3

2024E

407

239
(469)
(115)

77

(30)

232
(124)

485
(684)

(315)
(369)
(199)
498
299

2024E
3.1

3.1
0.9
14,405
5,265
16.1
3.3
6.6



Appendix A:Important Disclosures

Analyst Certification

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to
each security or issuer that the analyst covered in this report:(1)all of the views expressed accurately reflect his or her personal views
about those securities or issuers; and 2)no part of his or her compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed by that research analyst in the research report.

Ratings Definitions

BUY:We have a positive outlook on the stock based on our expected absolute or relative return over the investment period. Our thesis
is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We recommend
investors add to their position.

HOLD-Outperform:In our view, the stock’s fundamentals are relatively more attractive than peers at the current price. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

HOLD-Underperform:In our view, the stock’s fundamentals are relatively less attractive than peers at the current price. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

SELL: We have a negative outlook on the stock based on our expected absolute or relative return over the investment period. Our
thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We recommend
investors reduce their position.

Under Review: We actively follow the company, although our estimates, rating and target price are under review.

Restricted: The rating and target price have been suspended temporarily to comply with applicable regulations and,or Yuanta policies.

Note: Yuanta research coverage with a Target Price is based on an investment period of 12 months. Greater China Discovery Series
coverage does not have a formal 12 month Target Price and the recommendation is based on an investment period specified by the
analyst in the report.

Global Disclaimer

© 2019 Yuanta All rights reserved. The information in this report has been compiled from sources we believe to be reliable, but we
do not hold ourselves responsible for its completeness or accuracy. It is not an offer to sell or solicitation of an offer to buy any
securities. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change without
notice.

This report provides general information only. Neither the information nor any opinion expressed herein constitutes an offer or
invitation to make an offer to buy or sell securities or other investments. This material is prepared for general circulation to clients
and is not intended to provide tailored investment advice and does not take into account the individual financial situation and
objectives of any specific person who may receive this report. Investors should seek financial advice regarding the appropriateness
of investing in any securities, investments or investment strategies discussed or recommended in this report. The information
contained in this report has been compiled from sources believed to be reliable but no representation or warranty, express or implied,
is made as to its accuracy, completeness or correctness. This report is not @nd should not be construed as)a solicitation to act as
securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on such business in
that jurisdiction.

Yuanta research is distributed in the United States only to Major US. Institutional Investors @s defined in Rule 15a-6 under the
Securities Exchange Act of 1934, as amended and SEC staff interpretations thereof). All transactions by a US person in the securities
mentioned in this report must be effected through a registered broker-dealer under Section 15 of the Securities Exchange Act of
1934, as amended.Yuanta research is distributed in Taiwan by Yuanta Securities Investment Consulting. Yuanta research is distributed
in Hong Kong by Yuanta Securities (Hong Kong)Co.Limited, which is licensed in Hong Kong by the Securities and Futures Commission
for regulated activities, including Type 4 regulated activity @dvising on securities) In Hong Kong, this research report may not be
redistributed, retransmitted or disclosed, in whole or in part or and any form or manner, without the express written consent of
Yuanta Securities (Hong Kong)Co. Limited.

Taiwan persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn:Research

Yuanta Securities Investment Consulting
4F, 225,

Section 3 Nanking East Road, Taipei 104
Taiwan

Hong Kong persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn:Research

Yuanta Securities (Hong Kong) Co. Ltd
23/F, Tower 1, Admiralty Centre

18 Harcourt Road,

Hong Kong



Korean persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Head Office

Yuanta Securities Building
Euljiro 76 Jung-gu

Seoul, Korea 100-845
Tel:+822 3770 3454

Indonesia persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn:Research

PT YUANTA SECURITIES INDONESIA
(A member of the Yuanta Group)
Equity Tower, 10th Floor Unit EFGH
SCBD Lot 9

JI.Jend.Sudirman Kav.52-53
Tel:6221)- 5153608 (General)

Thailand persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Research department

Yuanta Securities (Thailand)
127 Gaysorn Tower, 16th floor
Ratchadamri Road, Pathumwan
Bangkok 10330

Vietnam persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Research department

Yuanta Securities (Vietnam
4th Floor, Saigon Centre
Tower 1, 65 Le Loi Boulevard,
Ben Nghe Ward, District 1,
HCMC, Vietnam
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