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We update our proprietary CIGARR analytical framework of the top-20 listed residential developers, which screens for six measures of
financial strength and operational excellence. Although intended as a quarterly snapshot of the largest property developers, we believe the

value of this approach lies in its ability to identify developers that are demonstrating improvements in fundamental quality that may have

been overlooked by the market—and that may be poised for share price outperformance.
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Worst is past, but upcycle is a 2H25 story

Real estate developers staged a modest recovery in 4Q23, as illustrated by
improvements in various metrics within the CIGARR framework. Most notably,
the improvement is evident in the +11% QoQ increase in 4Q23 presales value
(ex. VHM). In addition, developer balance sheets have been supported by
reduced borrowing costs and equity capital issuance by individual companies.

Administrative bottlenecks are gradually easing. Although most of the
relevant legal amendments are only effective on Jan 1, 2025, the changes
provide a clear message that the central government is focused on the
administrative frictions confronting the industry, which typically emerge at
local government levels. We expect a continued gradual easing of the
administrative constraints in 2024, which should begin to alleviate the supply
shortage this year. Following the promulgation of the amended laws next year,
we anticipate that this trend will accelerate more significantly in 2H25.

We expect the real estate market to transition into a recovery phase from mid-
2025 onwards with increased market liquidity as a key indicator but pricing
to lag the increase in transactions during the initial phase of this upcycle. We
think that Vietnam's macroeconomic strengths over the next decade should
lead to a shorter recession phase for the property market (i.e., three years, or
2022-2025) vs that of the previous cycle (five years, 2008-2013).

Stick with the quality developers with strong balance sheets & visible project
launch pipelines. Our top picks: KDH (BUY) & VHM (BUY), whereas we are
cautious on DXG (Hold OPF) and downgrade NLG to HOLD-Underperform
(previous: HOLD-Outperform) with publication of this note as a valuation call.
Two high-risk themes for investors with strong stomachs -- and (mostly)
non-rated stocks: (1) Timing -- AGG, DIG, & VPIl: Keep track of these
developers’ actual presales performance as a share price catalyst. (2) High risk,
high return —— DXG, SCR, & PDR: Upside for these stocks likely depends on
their ability to obtain necessary approvals to launch prime projects.

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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2024 Market Sentiment: Seeking
Improved Financial Stability

The property market is deep in a recessionary phase. The real estate market
remains bogged in the recession phase that started in the second half of 2022,
in our view. This followed the fourth outbreak of property fever that peaked in
2021, which marked the end of Vietnam’s longest-yet expansion and peak
phases of the real estate cycle from 2014 to 2021 (see Page 11 of our previous
report for more details).

However, we remain optimistic about Vietnam’s strong macroeconomic
foundation for the next decade. Real estate makes up a substantial part of

Vietnam’s strong
macroeconomic foundations
leads to a shorter recession
phase.

household assets and wealth in developing countries such as Vietnam. As a
result, the real estate market cycle is closely tied to economic trends.

During real estate downturns, illiquid markets can restrict overall economic cash

flow. But Vietnam’s strong economic foundation should help to drive a robust
recovery for the property market eventually, and we expect the upcycle to start
in the second half of 2025. As such, we anticipate a shorter recessionary phase
compared to the previous one in 2009-2013.

We expect the real estate market to transition into a recovery phase from mid-
2025 onwards with property market liquidity off the floor of 2022-23 and
exhibiting a marginal uptick in 2024 followed by stronger momentum in 2025.
However, we also anticipate a lag in the price adjustment to this uplift in market
transactions with pricing likely to take longer to improve substantially.

Fig 1: Looking back on the previous recession phase
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2024 outlook: Beyond the trough, but a strong upturn this year is unlikely.

We expect property market liquidity to gradually increase as demand, especially
buy-to-live demand, is supported by low mortgage rates. Meanwhile, property
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investors and speculators are likely to continue to undertake a defensive
portfolio strategy and find alternative income sources.

We also anticipate increased supply in 2024. Supply has been a key constraint
on the Vietnam property market in recent years. The three amended laws will
not be effective until 1 January 2025, but their approval by the special session
of the National Assembly in January provides a clear message that the central
government is keen to ease the administrative frictions that have been a primary
driver of the property market’s downturn.

We thus expect more administrative issues to be handled in 2024 than would
have otherwise been the case, as parochial government officials are likely to have
heard this message, loud and clear. This should contribute to improved supply
in 2024. We anticipate that the administrative processes will accelerate more
rapidly after the laws become effective, with momentum building up to a cyclical
industry recovery, but only starting in 2H25.

Fig 2: Yuanta’s view on market sentiment
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On the demand side,

e Structural housing demand is still extremely high as demographics and
urbanization lead to increased new household formation amid the
property supply shortage.

e Primary buyers are slowly regaining confidence as mortgage rates are
now 50-100 basis points lower than the pre-COVID levels, with rates
ranging from 6.5-8.5% per annum on 12-month promotional offers.

e However, the outlook for household incomes is still uncertain in 2024,
which admittedly is a key factor that has negatively influenced
residential buyer sentiment.

e Property investors (as opposed to residential buyers) are also attracted
by the current low mortgage rates. But low liquidity in the property
market has constrained investor cash flows. We think that investors are
broadly undertaking a defensive strategy of focusing on balancing their
property portfolios while waiting for the market to recover.
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Property speculators face similar troubles as investors do, but they tend
to utilize higher financial leverage. Some speculators looking to quickly
flip properties have indicated a willingness to sell units at around 20-
30% below peak prices seen in early 2022. However, our sense is that
speculator sentiment has modestly rebounded in line with the overall
bottoming of market sentiment toward the end of 2023.

On the supply side,

We believe that most developers now are more confident as their
balance sheet liquidity positions have improved compared to 2H22-
1H23. This improvement is due to (1) reduced borrowing costs and (2)
improved capital market, with some developers having successfully
raised capital in the stock market.

Developers continue to exercise caution in launching new projects,
which is understandable given the confluence of administrative frictions,
balance sheet concerns, and uncertainty among buyers. However, we
believe this situation may ease starting from 2H24.

The various recent legal changes will mostly not be effective until 2025,
but we believe the passage of the amended legislation constitutes a
strong message from the central government that should result in eased
frictions at the administrative (local) government levels even before the
amendments come into force.

Developers continue to focus on completing administrative processes
for their existing projects. Ironically, the market’s recession may result
in shorter waiting times for license approvals as parochial officials feel
the incentive to act more quickly than might have been the case during
the market boom that ended in 2021. For example, we believe the land
compensation process may be accelerated while the property market
remains in the recession phase.
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|
CIGARR Framework: Overview

CIGARR is our proprietary framework for analyzing the top-20 listed residential
property developers. This report presents the results of our updated CIGARR
framework based on the companies’ most recent (4Q23) published quarterly
results.

The real estate market has demonstrated a modest recovery, or at least a
bottoming-out, with some improvements in the six CIGARR metrics. As a very
broad-brush approach, the sector’s total CIGARR score was 49 in 4Q23, up by 4
points QoQ and 8 points YoY. Four of the six CIGARR categories improved
sequentially from 3Q23 to 4Q23: 1) capital efficiency, 2) ASPs and profit margins,
3) PATMI growth, and 4) financial leverage.

Fig 3: CIGARR scores -— 4Q22 vs. 3Q22
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Source: Yuanta Vietnam

Below are our key observations from our 4Q23 framework update:

Historical execution ability metrics (i.e., capital efficiency, increasing
ASPs/expanding gross margin, and growth in PATMI): Most developers
demonstrated improvements overall, but only NTL passed our minimum
standards for all three scores.

Future earnings potential metrics (i.e., accelerating project development
and ramping up presales): Six of the top-20 developers achieved
passing grades on both scores: KDH (BUY), NLG (Hold-Underperform),
and DIG (non-rated), SCR (non-rated), VPI (non-rated), & NVL (Coverage
suspended).

Of these six firms, only KDH ramped its pre-sales by launching new
projects. By contrast, the other five developers appear to have focused
on selling their current projects, and they demonstrated improved
presales activities as a result.
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e Liquidity measures (i.e., reasonable financial leverage): nine out of the
20 developers passed all three “red line” liquidity metrics in 4Q22. These
are based on the PRC’s erstwhile polices, which do not now and never
did apply to Vietnamese developers but which we apply to our
developers anyway as a useful yardstick of financial viability.

e Asareminder, the liquidity measures comprise a liability-to-assets ratio
of less than or equal to 0.7, net debt-to-equity ratio of less than or
equal to 1.0, and cash coverage of short-term debt of at least 0.7.

e Overall, we believe that the liquidity situation of the property sector has
improved compared to 2H22 and 1H23 thank to (1) lower borrowing
costs and (2) an improved capital market, which has allowed some
developers to issue stock and thereby reduce leverage.

Fig 4: Current P/B vs. 4Q23 CIGARR scores
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A company’s CIGARR score does not by itself imply that the stock is a “Buy” or
“Sell”. Valuations and future expectations of business performance are critical to
making that decision. However, the CIGARR framework provides us with a useful
platform to search for a solid reference on the overall sector trends as well as
disaggregate the (rare) diamonds from the (plentiful) lumps of coal.

Based on the 4Q23 CIGARR scores, the framework suggests that 5 stocks (i.e.,
KDH, NTL, VPI, DIG, and AGG) have a strong foundation and potential to maintain
consistently high scores, particularly in terms of earnings improvement.
However, when considering P/B ratios, only AGG appears to be undervalued
relative to their landbank’s potential.

Additionally, amid the current market climate, we prefer stocks that pass the
liquidity measure (i.e., reasonable financial leverage) and future earnings
potential metrics (i.e., accelerating project development and ramping up
presales).
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Group 1-- Value investing --
KDH, VHM and NTL

Group 2 — Investment timing --
AGG, DIG and VPI.

Group 3 — High risk, high
return — DXG, SCR, PDR

Investment opportunities: Three Groups. After scrutinizing the administrative
processes for the top-20 developers' pipeline projects, we have categorized the
investment opportunities into three groups, with what we see as the key stocks
in each group identified as follows.

Group 1 -- Value investing -- KDH, VHM and NTL. KDH (BUY) and VHM (BUY)
maintain strong balance sheets, are very well positioned for future income
streams, and -- as major developers - would appear to be key beneficiaries of
the upcoming implementation of industry-related regulatory changes.

We don’t cover NTL (Not Rated) and have no investment view on the stock.
However, NTL operates without any debt. Should there be positive signals from
NTL concerning the expansion of its landbank and the upcoming approvals of
the Dich Vong project, the market might accord a premium valuation to NTL.

Group 2 -- Investment timing -- AGG, DIG and VPI. These companies have
pipeline projects in second-tier cities and/or areas that are far from first-tier
cities. Therefore, investors should keep a close watch on their actual presales
activities to determine the right time to invest.

Group 3 -- High risk, high return -- DXG, SCR, PDR. These firms’ projects have
faced prolonged administrative approval processes, and their share prices reflect
this with steep discounts to fair value. As such, a meaningful streamlining of the
administrative processes could catalyze a re-rating of these stocks.

For example, DXG has already paid off the LUR fees for the DXH Riverside
project and is now undergoing the construction permitting process. Two SCR
projects in the core HCMC area is on the list of projects in the city's project
development program for the period 2021-2025.
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Demand for apartments and
landed housing remained
strong in 2023 — Supply is the
constraint.

I —
Market Indicators: Mixed Signals

Although we are confident in our view that the property market has troughed
cyclically, the aggregate evidence suggests that the property market has not
convincingly entered an upcycle. We do not anticipate this occurring until the
second half of 2025.

In 4Q23, total property transactions in Vietnam indicated a deceleration in the
recovery trend. As per the Ministry of Construction (MoC), total transactions
during this period amounted to 110,000, reflecting a decline of -10% QoQ and
interrupting the recovery trajectory observed in 3Q23.

It is noteworthy that the demand for apartments and landed housing, which we
perceive as indicative of real demand, maintained a consistent and stable trend
throughout the entirety of 2023. This steadfast demand should serve as a robust
foundation for an eventual recovery, albeit not until 2025.

Fig 5: Total transactions in Vietnam
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A modest rebound in potential supply. According to the MoC, some 20 projects
(+33% QoQ, -9% YoY) obtained investment approvals in 4Q23. Overall, the
market has been experiencing a downward trend in the number of projects
obtaining investment approvals since 2021.

Fig 6: A slight recovery in potential supply in 4Q23, with the emphasis on “slight”
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CBRE forecasts a robust
recovery in the Hanoi
condominium market in 2024,
while predicting a recovery for
HCMC only in 2025.

The condominium markets in Hanoi and HCMC exhibited signs of weakness in
the 2023 data. The supply of newly launched units in the two cities combined
dropped to the level of the previous cyclical bottom. However, Hanoi’s
condominium market has exhibited a marginal recovery for the past three
quarters.

According to CBRE, the recovery in the Hanoi market is already underway. It
expects newly launched units and sold units to see substantial increases of 50%
YoY in 2024. By contrast, CBRE expects continued sluggishness in the HCMC
condo market, with the recovery anticipated to take place only in 2025.

Fig 7: Soft condominium markets persist in the major urban centers, but Hanoi is at least starting to pick up
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Three Amended Laws: Mind the Gap

Top tier developers’ competitive advantages over everyone
else will increase as a result of the amended laws.

I) The amended Housing Law was passed on 27 November 2023 during

the 6th session of the 15th-tenure National Assembly. This law, governing

The amendment to the housing

law aims to balance the
housing supply segments. ownership, development, management, and use of housing, as well as housing

transactions and State management in Vietnam, will take effect from 1 January
2025.

The amended housing law is likely to result in several key impacts:

(1) Favorable regulations on the development of social housing projects,
(2) Tightening regulations on the land lot market, and

(3) Determination of land sources for housing development.

As such, the amended law primarily affects stages 1 and 2 in the residential real
estate development process for property developers. The four procedural stages
of property development are illustrated in the figure below.

Fig 8: Residential real estate development process
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The table below summarizes the most crucial regulations that we believe will
impact the residential real estate developers as well as the property market as a
whole.

Fig 9: Crucial regulations on the Housing Law amendment

Impacts on the

Cruc|_a| development Details YSVN’s comments
regulations
process
Regulations on e Guidance on administrative processes, | e Adapting the current market trends, creating favorable
| developing mixed- Stage 1+2+4 design standards, management, and conditions for the development of mixed-use projects.
use housing usage.
projects.
e Complying with fire prevention o Presently, this regulation poses a considerable
standards. challenge, as it (1) imposes a substantial hurdle for
Stage 4 developers in completing administrative procedures
necessary for acquiring the Pink Book for homebuyers
Additional general and (2) substantially elevates the compliance costs
) requirements on associated with development projects.
ZZ:IJZ:ggment o Prioritizing condominium project e Condominiums are the main segment of supply in Tier 1
Stage 1 development in the first-tier urban cities. Also, this regulation illustrates the relative scarcity
areas. of supply in first-tier urban areas.
Stage 1 o |n the first-tier, second-tier, third-tier o This regulation imposes a heightened capital requirement
urban areas, developers must only for the development of residential projects, serving to
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build houses to sell and are not allowed
to sell land to homebuyers.

Removing two sublicences:
(1) Notifying sufficient documents for

mitigate speculative activities in the market — with a
consequent reduction in speculative demand the likely
result.

Reducing compliance costs.

Streamlining the administrative process.

+
Stage T+4 house handover, and
(2) Developer recognition
Determining land A company is recognized as a developer| e Clarity on the regulations for how developers should
source for housing by (1) winning the auction, (2) winning acquire new residential projects.
3| development (ie., | Stage 1 the bidding, or (3) owning the approved Clear regulations are both easier for authorities to
how to acquire new land for developing a housing project. implement and provide for less leeway in how they are
|andbank). apphed
Preferential policies to promote social Overall, the amended law provides more detailed
housing development: (1) Exemption instructions on how to implement social housing projects,
from LUR fees and simplification of both for developers and relevant officials.
related procidures. (2) Net profitis stil The regulations should increase the economic incentive
limited ft 10% but developers can spend| ¢ regidential property developers to implement social
max 20 /o‘ of propct area to develop housing projects going forward.
commercial housing. ) . . . .
. i ) o Total net profit of social housing projects increases to a
* Sales of social housing formed in the range of 15%-20% vs. the previous ¢.10% due to the
future do not require a bank warranty. addition of commercial housing attached to the social
o Expanding the eligibility criteria for housing projects.
entities interested in purchasing social
housing.
Regullati.ons on‘ | o During the first 5 years after full e This should curtail price increases and reduce
. :svz'gglg?;gg: Stage 1+2+4 payment, social housing buyers can only|  speculative activities in social housing development.
usi j Ameett
- resell to the project's developer or sellto| ¢ increased supply and stable pricing of social housing
(Article 76, entities entitled to buy social housin : -
85,88,69) buy socia 9, should also support price stability in the overall market.
e and such transactions entail a maximum

selling price equal to the contract price.

e Provincial People's Committees are e This regulation creates flexible options for developers.
authorized to require the developers of

. . ; X o However, the first option is applicable primarily to small
designated social housing projects to --

projects only.
o (1) Develop 20% of the project’s land

i . o This is because if this option is selected, provincial
area for social housing, or

authorities are mandated to designate a corresponding
o 2) Pay a fee to the authorities equivalent|  area for the purpose of developing social housing.
to the land value of the project that is

allocated to social housing, or

o (2) Allocate land for social housing in an
alternative area outside the project.

Source: Yuanta Vietnam

The amendment to real estate
business law enhances the
capability to protect the rights
of buyers.

I) The Real Estate Business Law amendment was passed on 28

November 2023 during the 6th session of the 15th-tenure National Assembly.
This Law regulates the rights, obligations, and responsibilities of organizations
and individuals engaged in the real estate business and state management of
the real estate business. The law will likewise take effect from 1 January 2025.

Overall, the amended real estate business law should enhance the protection of
buyers’ rights by applying:

(1) Requirements for more transparent information about development projects,
(2) Additional regulations on the conditions for product sales, and

(3) Other regulations to develop the market in a more professional manner.

Therefore, the amendment primarily affects stages 1 and 4 in the residential real
estate development process for property developers.
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The table below summarizes the most crucial regulations that we believe will
have the greatest impact on residential real estate developers and the overall
market.

Fig 10: Crucial regulations on the amended Real Estate Business Law

Impacts on the
development
process

Details YSVN’s comments

Crucial regulations

» ) Provides detailed guidance on furnishing | e All developers should follow the
Add|t|on§| regulations on administrative documentation to standards, leading to an improved and
’ |;forr|nat|on ttransparten(cy about Stage 4 homebuyers, such as investment fairer market.
evelopment projects (e.g., a age ;
: P proj g 9 approvals, 1/500 master plan, and pink o Enhanced information transparency
project’s legal status) to books X
homebuyers. : abogt projects can help to restore
confidence among homebuyers.
Details the conditions (e.g., obtaining o All developers must follow these
administrative approvals) required before standards, leading to a fairer market.
developers may sell units to homebuyers | o peyelopers need to enhance both their
or transfer projects to other parties. execution and financial capabilities.
A d.evelloper must F:omplete all financial o Preventing the launch of high-risk
obllganons regarding the land Ievy before projects in the market.
selling to homebuyers or transferring to o
other parties. o Mitigating risks to homebuyers.
Adherence to the approved project
development duration set by the
authorities is required.
Developers are not allowed to sell land e Tightening the supply of land lots in the
Additional regulations on the lots to homebuyers in first-tier, second- market. As these are highly speculative
) conditions for transferring N tier, or third-tier urban areas. a§s§ts, the rule slh.ould reduce short term
projects, houses formed in the J Synchronized with the Housing Law. flipping opportunities.
future, and land lots. o The market should thus develop in a
healthier manner in the long term.
= We believe that the major developers
are the primary beneficiaries.
Legalizing the transfer of subdivisions o Detailed guidance supports both the
within a project with infrastructure. developers and authorities in processing
administrative procedures when
transferring subdivisions to other parties.
o Afaster process will serve as an
incentive for project M&A.
= Developers with large landbanks, such
as VHM and KDH, should benefit from
this regulation.
Regulations on real estate .Bro!<er. serwpes can onI){ be prowd.ed by | e Improving the quality of broker services.
3 agencies Stage 4 institutions (i.e., companies operating
g brokerage services).
Developers are required to receive e Transparency of transactions for efficient
payments from customers for real estate management by the authorities,
Stage 4 business contracts and real estate service| ~ including tax application.
business contracts through accounts e Increasing CASA ratios and fees for
opened at commercial banks. i
Commercial banks are 2 CRNTENEE) 22T,
4 participants in real estate e Authorities aim to ensure the
transactions. effectiveness of the bank's guarantee
Detailed guidance on providing product in protecting homebuyers.
Stage 1 gugraqtees for developers' financial o Increasing fees for commercial banks.
obligations to homebuyers. .
o Developers may add these fees in
selling price.

Source: Yuanta Vietnam
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Commercial banks will raise
standards for real estate
project collateral.

The quality of bank assets may
improve ...

... and the real estate sector
will gradually diminish in terms
of its share of system credit
expansion, in our view.

The land law amendment aims
to efficiently allocate the
country's land resources.

lll) The amended Credit Institutions Law was approved at
extraordinary meeting of the National Assembly on 18 January 2024. The
changes will mostly come into effect slightly earlier than the amendments
discussed above, with implementation mostly set for July 1, 2024. The
exceptions to this adoption schedule are the regulations pertaining to the
transfer of collateral assets (specifically, real estate projects), which will be
effective from January 1, 2025. The latter timing aligns with that of the amended
Real Estate Business Law, discussed above.

Overall, credit institutions will have to adhere to the requirements outlined in
the amended Real Estate Business Law when selling collateral assets (i.e., assets
related to real estate projects and covered by contracts signed after 1 July 2024).
This entails obtaining detailed planning approval, completing land clearance,
securing land allocation approval, and fulfilling all financial obligations including
LUR fees.

Consequently, commercial banks are very likely to heighten the minimum
standards that they apply for relevant real estate collateral assets, which will
necessitate that developers bolster their financial capacity independently. We
expect developers’ ability to obtain funding from banks will persist, but such
access will be constrained and less easily available than it was before this change
(and especially in the boom years).

Positive expectations for the three amended laws are reasonable, although most
developers are taking a wait-and-see approach given that the devil is always in
the details of implementation. Our view is that if the changes result in
streamlined administrative processes, it would mitigate the negative impacts of
heightened collateral asset standards on the developers.

In the medium to long term, developer quality should improve as banks’ credit
allocation decisions will hinge more on the effectiveness of the developer’s
business plan rather than solely relying on the quality of collateral assets. This
is despite the fact that real estate project collateral typically forms an integral
part of every developer’s business plan.

And real estate should decline as a percentage of total credit going forward. This
is because once a developer’s real estate project meets the collateral asset
standards of the banks, there is a strong likelihood that the developer may not
require additional bank funding. Consequently, the real estate sector should
gradually diminish in terms of its share of overall credit expansion.

IV) The amended Land Law was approved at the extraordinary meeting
of the National Assembly on 18 January 2024. This law regulates land ownership,
outlining the State's role in representing collective ownership, unifying land
management, and establishing rights and obligations for land users in Vietnam.
The updated law will take effect from 1 January 2025, excluding the regulations
on land reclamation and determining land finance obligations.

In general, the amendment to Land Law is aimed at the efficient allocation of the
country's land resources. The law should achieve this by

(1) Enhancing the efficiency of State management;

(2) Implementing reform, reducing the frictions of administrative procedures,
and enhancing convenience for individuals and companies; and
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(3) Clarifying procedures for acquiring land for economic and social development

projects.

Therefore, the amendment primarily affects stage 1 of the residential real estate

development process for property developers.

The table below summarizes the most crucial regulations that we believe will

impact the residential real estate developers and the wider property market.

Crucial regulations

Fig 11: Crucial changes in the amended Land Law

Impacts on the
development

Details

YSVN’s comments

Additional guidance on the
synchronized masterplan and
land use plan.

process

Local masterplans must align with the
national masterplan and must be
established simultaneously to expedite the
development process.

o We believe that the administrative
processes will be easier both for
developers and the relevant authorities
as a result of the changes.

Guiding principles for developing, Stage 1 The government is responsible for o Developers should be able to formulate
managing, and utilizing land establishing landbank (e.g., residential, their business strategies more effectively
resources. industrial park land). based on the masterplan and land use
plan.
Additional guidance on digitalization of o |mproved State management efficiency,
land data. information transparency, creating a
foundation for taxation.
Regulations on land price valuation o Optimizing the State's revenue from land
methodology. and ensuring fairness for original
Digitalization of land data and the landholders who have been cleared from
adoption of market-based land Stages 1+2 land parcels that are designated for
pricing. redevelopment.
The article related to land finance will take| e The decree providing guidance on
effect from 1 April 2024. valuation methods will take effect almost
immediately, without waiting until
January 1, 2025.
= Leading to higher land costs.
Additional regulations on the combined e This should allow for detailed guidance
Utilization of land for multiple Stage 1 utilization of land for multiple purposes. for developing multi-purpose projects
purposes. such as tourism developments combined
with residential areas.
o General compensation guidance for
o ) o landholders could result in improved
Enhanced conditions for Pnor!tlzmg convenient residential land conditions, but the lack of detail likely
landholders in the resettiement Stage 1 JeEtioe s LT bEe, leaves plenty of room for interpretation
process., espgmally those suitable for conducting by parochial authorities.
service businesses.
o Also, project land costs may increase as
a result of these regulations.
e If developers can only acquire
landbank through market mechanisms,
we would anticipate a decline in the
developers’ substantial profit margins
Prioritizing land allocation via bidding and observed previously.
auction. o Nevertheless, we believe that projects
Land allocation. Stage 1 that have secured LUR determination

Detailed requirements regarding to
bidding and auction.

should still sustain elevated profit
margins, especially once the property
upcycle is underway.

o Additionally, the developers of large-

scale urban residential projects
possess a competitive edge and should
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be able to maintain gross profit margins
at high levels (e.g., 40% -70%).

= Major developers, such as VHM, will
leverage their scale to capitalize on the
associated benefits

6 Land reclamation rules clarified.

Guidance on land reclamation, including
incentive polices and clarification of
administrative processes.

The regulation will take effect on 1 April
2024.

o Details will be guided by the
government's decree.

= Projects involving land reclamation, such
as Vinhomes Can Gio, will enjoy
associated benefits.

Reducing the administrative

Eliminating the heretofore required
middleman process in which the State
collects land from the seller and then

o Simplified administrative processes and
procedures should support project M&A
activity.

abroad.

the country.

7 processes when transferring land | Stage 1+4 transfers it to a foreian buver ,

use rights to foreign developers. . | 9 y - = A favorable regulation for developers
Foreign buyers inherit all rights and whose presales strategies include bulk
obligations. sales -- such as VHM.

e This is another favorable regulation for

For residential projects, the authorities will| ~ major developers with the capability to
Land o for nationl only reclaim land to develop urban area undertake large-scale projects.

. an lrevo(;:a b Stage 1 projects (e.g., those of greater than 20 | o For tier-4 urban areas, above 20ha scale
social, and economic age hectares, with full on-site amenities). projects could result in oversupply
development benefits. o ’

Land confiscation is also allowed for = Major developers such as VHM will
transit-oriented development (TOD). leverage their scale to capitalize on the
associated benefits.

o Companies owning factory land cannot
rezone their land for residential project
development.

e Factory land parcels of less than 20

A Landholders owning fully residential land hectares are not eligible for land
9 ;?g}:gtyspes to develop residential Stage 1 or a combination of residential and other reclamation through auction or bidding.
land types can establish a project. = The rules muddy the administrative
waters for companies that own factory
land in Tier 1 cities where they have
plans to develop residential projects
(e.g., PC1, DGC, HDG, BBT, & TCM).
. " . o This regulation creates a favorable
The law permits entities to acquire land :
) . ; mechanism to develop the named real
for projects aimed at economic and :
Acquisition of land for the social development. Rl Rl

10 |mpIement§tlon of prgjects aimed Stage 1 Examples: industrial parks, agricultural ° But. again, thls.does not include
at economic and social : o . residential projects.
develooment projects, hospitality, medical, and .

p : education facilities. = Industrial park developers such as KBC
But this list excludes residential projects. and lDC ae beSt.pOS't'OHEd to enjoy the
associated benefits.
Expanding real estate rights for Vietnamese citizens residing abroad will | e This change sets the stage for a
1 Vietnamese citizens residing Stage 4 have the same rights as those living in potential surge in remittance inflows into

the property market.

Source: Yuanta Vietnam
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Low mortgage rates set the
stage for an eventual upcycle
for the property market.

|
Market Dynamics: Some incremental

positives, but not an upcycle in 2024

Mortgage rates have fallen below pre-pandemic levels, with banks now offering
12-month promotional mortgage rates ranging from 6.8% to 8.0% p.a. This shift
is a direct response to governmental efforts to reduce mortgage rates, a policy
intended to boost economic activity.

Banks are well positioned to follow this policy given the ample liquidity in the
financial system and weak credit demand observed in 2023.

Fig 12: 12-month promotional mortgage rates
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The SBV reported a 6.6% surge in credit growth during 4Q23, equivalent to 95%
of the total credit growth observed in the preceding three quarters. Notably, the
bulk of this increase transpired in December, with a notable 5.3ppt uptick in the
final month alone. In 4Q23, total credit expanded by VND 787 trillion.

However, reported credit declined by -0.6% MoM in January, indicating that
borrowing demand remains soft. Overall, it’s not a positive signal, but we aren’t
overly concerned at this point. The decline may be partially attributable to
seasonal patterns. Credit growth tends to be low in Jan-Feb before picking up
thereafter (see pg. 5 of our Feb 5 strategy note for details).

In addition, the final days of December may have seen some aggressive booking
of credit for subsequent disbursal, as 1) credit officers scrambled to hit their
annual KPIs and 2) senior bank managers made sure to achieve their SBV credit

quotas.

Some 22% of total 4Q23 credit expansion (VND 170 trillion) was allocated to the
real estate sector. This expansion at yearend was greater than that of the total
in the first three quarters of 2023, when credit allocated to the real estate sector
increased by an aggregate VND160 trillion.

Credit for homebuyers surged in 4Q23 to reach VND 133 trillion. This marks a
notable shift from a YTD decline of -1.5% in the first 9 months of 2023 -- to a
positive increase of 6% YTD by the end of the year.
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If the substantial credit growth is indicative of genuine expansion rather than a
result of manipulative reporting tactics, it would serve as a positive signal. This
would suggest a bottoming out of homebuyer confidence as well as substantial
State support for the beleaguered developers.

However, the jury is still out, in our opinion. We think more evidence is needed
before coming to any such positive conclusions.

Fig 13: A real indicator, or not? Substantial growth in loans for real estate in 4Q23, especially in December.
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FDI flows: A good start for a recovery year. It is very early days indeed, but as of
20 January, foreign investors have invested in 15 out of 21 national economic
sectors. The real estate sector has taken the lead in FDI registration YTD,
exceeding USD 1.27 billion (a 21-fold increase YoY) and representing 53.9% of
the total registered capital.

Fig 14: FDI Flows (USD billion)

Fig 15: FDI registered in real estate sector (USD million)
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Strong FDI inflows should
accelerate economic growth
and the real estate market.

Foreign capital may become an
increasingly important funding
source for the property sector.

The amended land law of 2024
may set the stage for a
potential surge in remittance
inflows into the property
market.

Foreign investor confidence appears to be relatively strong. Several key
differences versus the previous cycle point to positive outcomes, in our view.

Historically, foreign investors lost faith (temporarily) in Vietnam after the 2008
financial crisis. As a major driver of growth in developing countries like Vietnam,
FDI in the real estate market took around 5 years to recover.

However, this time seems to be different. Strong FDI inflows in 2023 and the
early days of 2024 demonstrate renewed foreign investor confidence in
Vietnam's economic prospects. We expect that strong FDI inflows will help to
shorten the trough-to-recovery phase of the real estate sector from the last
cycle’s 5 years (2008-13) to just 3 years (2022-25E).

We believe foreign direct investment (FDI) inflows into the property market will
continue rising in 2024 for three main reasons.

First, local developers are partnering with foreign developers to strengthen their
balance sheets during the ongoing recessionary phase of the property market.

Second, we believe that numerous deals are poised to be finalized after long due
diligence periods.

Third, new regulations compel commercial banks to heighten their loan
requirements, while the bond market has struggled to restore investor
confidence post-recession. With bank lending and debt capital markets
constrained, foreign capital has become an increasingly important funding
source for the property sector.

Foreign remittances to Vietnam serve as a crucial economic catalyst, with their
estimated value in 2023 reaching an impressive USD 22.8 billion (+20% YoY).
This figure significantly rivals the total FDI disbursement of USD 23.2 billion in
the same year and notably surpasses the net export value (trade surplus) of
USD11.2bn by c. 2 times.

In addition to their positive impact on investment and consumption, foreign
remittances are instrumental in maintaining a balance between foreign currency
supply and demand. They actively support various aspects of the economy,
including monetary policy, exchange rates, and the foreign exchange market.

The amended land law of 2024 further enhances this dynamic by expanding real
estate rights for Vietnamese citizens residing abroad, granting them the same
land rights as those within the country. This sets the stage for a potential surge
in remittance inflows into the property market.
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Vietnam should continue to
focus on much-needed
infrastructure investment.

Fig 16: Foreign remittances to Vietnam (USD bn)
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Public investment as a major driver for the economy. Vietham has maintained
infrastructure spending at around 6% of GDP for over a decade, while other
ASEAN countries spend an average of just 2.3%. This makes Vietnam a leader in
infrastructure investment in the region. The total state budget allocated for
infrastructure in 2024-25E is VND1,460 trillion (US$58bn). Although actual
disbursals typically lag the budgeted allocations for State investment,
infrastructure development is set to remain a key focus of the government and
a critical economic growth driver in the years ahead.

Fig 17: State budget allocations for infrastructure in 2024-2025
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The government is pursuing
the target of having 3,000 km
of highways in operation by

2025.

The government aims to complete 1,108 km of highways in 2024-2025, based
on special policies enacted by the National Assembly and government to
accelerate administrative processes for c. 1,300 km of highway projects. These
projects include the North-South highway (with 22 sub-projects), Bien Hoa -
Vung Tau, Khanh Hoa - Buon Ma Thuot, Chau Doc - Can Tho - Soc Trang, Ring
Road 3 of Ho Chi Minh City, and Ring Road 4 of Hanoi. The total investment

capital required is estimated at around VND40O trillion.
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Fig 18: Vietnam’s highway system (kilometers)

5,000
4,500 |
4,000 |
3,500 1
3,000
2,500
2,000 1
1,500 |
1,000 | 1074

500

729

89
2001-2010  2011-2020 2021-2023 2024-2025E 2025-2030E

Source: MoC, Yuanta Vietnam

The amended Land Law puts in
place mechanisms to facilitate
TOD strategy...

... creating new potential
opportunities for real estate
developers.

The big picture: Vietnam's
economy is still on an upward
trajectory.

If successful, the total highway length completed in the next two years (2024-
2025) will be even greater than that of the decade of 2011-2020. Therefore,
2021-2025 represents a 5-year acceleration of infrastructure construction,
creating strong connections among economic regions that will power economic
growth.

For instance, the North-South highway plays a critical role as it passes through
32 provinces and cities, impacting over 62% of the population and contributing
nearly 66% of total domestic product. It connects the four key economic regions
of Vietham - the North, the Central region, the South, and the Mekong Delta.

Transit-oriented development (TOD): A powerful tool for sustainable
development in developing countries. The amended Land Law will enable the
authorities to compensate for areas around public transport stations, which
should ease the development of economically effective projects such as mixed-
use housing, hotels, and commercial communities. This TOD strategy will reduce
the burden on public budgets and help address social problems like traffic
congestion, air pollution, limited access to services, and social inequalities.

We expect the Vietnamese government to provide more detailed TOD regulations
soon so that Hanoi and Ho Chi Minh City can implement this sustainable
development approach in the near future. As a result, more high-quality
landbank is likely to become available in the two hotspots of Vietnam's
residential real estate market - Hanoi and Ho Chi Minh City. If so, this will create
new potential opportunities for leading and mid-sized real estate players to
develop projects in these prime locations.

Vietnam's economy is still on an upward trajectory, as many macro indicators
remain favorable and continue to fuel momentum.

First, land reform should promote income equality, improving the foundation for
a growing middle class. The economic growth is predicated on the strength and
prosperity of the middle class, which is a sustainable economic model.
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Land reforms promote income
equality, laying the foundation
for a growing middle class and
economy.

The middle class is a central
force in propelling Vietnam's
economic growth and shaping
the nation's future trajectory.

Land reform is not a novel concept, historical records illustrate its
implementation and benefits for thousands of years. The manner in which land
reform is executed varies depending on the type of government and changes
across different periods.

Since April 1988, the Vietnamese government has been redistributing
agricultural land to family farmers, granting them ownership rights for a period
of 10-15 years. The Land law amened in 1993 further regulated the use of
agricultural land, extending the usage right to 50 years and additional rights
such as changing land use purpose, transferring, leasing, inheriting, and
pledging. The Land Law has undergone seven amendments, including the latest
in 2024 with the aim of effectively distributing land resources.

In general, the Viethamese government has actively pursued effective land
allocation policies to foster income equality. We anticipate that that the amended
Land Law of 2024 will enhance the efficiency of land resource distribution,
thereby fostering the expansion of the middle class and contributing to the
growth of the middle class.

Fig 19: Income inequality: Gini coefficient  Fig 20: Rapid growth of the middle class in the next decade.
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Vietnam's economy continues to exhibit strong macroeconomic fundamentals,
with a GDP growth rate of 5.05 % YoY in 2023. The country stands out as a
beacon of growth within the ASEAN region. The World Bank predicts that Vietham
will maintain its position as a growth leader in the region, with a projected GDP
growth of 5.5% in 2024 and 6.0% in 2025.

Fig 21: Vietnam’s GDP growth leads ASEAN-5
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Vietham’s economy shows a positive momentum picked up impressively at
yearend 2023 and Jan 2024. Vietnam's macroeconomic fundamentals appear
solid, with resilient growth and stability. Continued structural reforms,
improving productivity, and sound monetary and fiscal policies will be important
to maintain this trajectory going forward.

The S&P Global Manufacturing PMI for January 2024 came in at 50.3, above the
50.0 mark and thus signaling a modest expansion in manufacturing sector for
the first time in five months. Survey respondents indicate that demand picked
up from both the domestic and export markets, which in turn led to renewed
increases in new orders and output in the first month of 2024.

Consumers were busy in January. Retail sales of goods and services in January
reached VND 524.1tn, up by +1.6% MoM and by +8.1% YoY. This illustrates the
buildup in retail sales momentum in recent months, following November
(+10.1% YoY) and December (+9.3%).

Inflation cooled in January with CPI up only slightly by +0.31% MoM and by
+3.37% YoY. Nine of the 11 items in the CPI basket posted increased prices in
January, but most of these price gains were minor. We think inflation could re-
emerge as a headwind going forward as oil prices and logistics costs are picking
up, while the VND exchange rate has steadily depreciated vs. the US dollar.
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Fig 22: Solid macroeconomic fundamentals.
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Second, the economy can still rely on the force of demographics for the next 10
years. Vietnam possesses a significant demographic advantage that can continue
to fuel economic growth in the coming decade. With a population of c. 100

million, Vietnam still has a young population structure, with over 60% of the
population of working age.

This young and growing workforce provides an ample supply of labor to enable
expansion in manufacturing and exports. Additionally, as incomes rise,
Vietnam's large working age population represents a rapidly emerging consumer
class. Vietnam will continue to experience a consumption boom in areas like
retail, consumer goods, real estate. The youthfulness of Vietnam's population
will drive domestic consumption and investment over the next 10 years.

Successfully leveraging this demographic dividend through appropriate policies

and reforms in areas like education and infrastructure can provide a structural
lift for Vietnam's economy.
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Fig 23: Demographic dividend drives Vietham’s economy

(1) Vietnam's consumer market has a strong foundation

with a young working population...
Y5 Papulaton with age range batween 25 - 44 a5 % ofttal papulation

6%

O
o
I I BB g

Malaysia ~ Vietham  Singapore  Indonesia Philippines  Thailand

(2) ... eager Vietnamese consumers spend more as
incomes rise,
2022E - 26E CAGR in teal private consumpfion

6.9%
5.2% 5.2%
4.0%
I 35% 34%

Vieham  Indonesia  Philppines  Thaland  Malaysia  Singapore

(3) ...rapid urbanization accelerates consumption...

Utbarization e and it growh rate (%)

g% - 19%

¢ 1.7%
80% ¢ 1.5%
¢
0% L 11t 1.2%
* ¢
60%
s | 48%
3%
0%
30%

Vietnam  Philgpines  Malaysia Indoresia Thaland  China

m Unan population s %of total popuiation 4 2022E - 26E CAGR of wrban population

Source: MoF, Yuanta Vietham

Third, the global economy growth is projected to slow down but we anticipate
less volatility as inflation expectations are reined in by preemptive central bank
activity and stabilization of prices for merchandise. To be sure, global
uncertainties abound, including for the US and China economies, but overall we
anticipate a relatively benign external environment as it pertains to the

Vietnamese economy over the next several years.
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Ex VHM, 2023 earnings of the
top-20 listed developers were
notably weak.

CIGARR Framework: Deep Dive

Ex-VHM, sector P&L results remain persistently weak

Weak earnings for the sector overall were obscured by relatively strong results
at VHM. The top-20 listed developers posted revenue of VND135tn (+14% YoY)
and PAT of VND40tn (+4% YoY) in 2023. However, excluding VHM, the sector
has performed poorly with revenue of VND32tn (-4% YoY), equivalent to 61% of
full-year revenue guidance; and PAT of VND7.0tn (-30% YoY), equivalent to 88%
of 2023 revenue guidance.

Fig 24: 2023 sales (Excl. VHM) decreased by -4% YoY Fig 25: 2023 PAT (Excl. VHM) decreased by -30% YoY
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Capital efficiency has been
trending down since 2Q21.

Capital efficiency has been trending down since 2Q21. TTM ROIC peaked at
11.2% in the second quarter of 2021. However, it then experienced a gradual
decline over the following year, primarily influenced by the disruptions caused
by the COVID-19 pandemic in 2020-21. Additionally, the real estate market
entered a recessionary phase, characterized by subdued buyer sentiment,
diminished purchasing power, and prolonged administrative processes for
initiating new projects.

Consequently, the average of the TTM ROIC (i.e., the numerical average, which
is not skewed by VHM) for the top-20 developers dwindled to a mere 5.0% in
4Q23, from the peak level of 11.2% in 2Q21.

Fig 26: Average ROIC TTM (%)

Fig 27: Average gross margin TTM (%)
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TTM gross margin in 4Q23 strongly rebounded from 35.1% in 3Q23 to 41.9% in

4Q24 as sales of low-rise units, which carry relatively high profit margins, were
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A bright sign: Total presales
value recovered in 4Q23.

major contributors to total revenues in recent quarters for most of the

developers.

A bright sign: Total presales value recovered in 4Q23. Advances from customers
across the top-20 developers increased by +28% QoQ to reach VND91tn in
4Q23.

Of course, this figure is more than slightly skewed by the VND54 trillion in 4Q23
presales (60% of the total) that were attributable to VHM alone. But stripping out
the presales value at VHM, the sector presales value still increased by +11% QoQ,

indicating a marginal improvement.

We believe that challenges in presales activities have gradually diminished,
largely attributable to the low mortgage rates. However, the enhancements in
presales seem to be contingent on companies adopting bulk sales strategies

(e.g., VHM) or introducing projects in prime locations (e.g., KDH with The Privia).

Fig 28: Presales - Advances from customers (VND tn) Fig 29: Presales - Excluding VHM
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Inventories were flat in 2023 as developers were less confident in their
expansion plans after engaging in numerous M&A deals the previous year, and
especially in 1H22. According to data from the top 20 developers, total
inventories in 2023 reached VND295tn, representing flat YoY growth. Most of
developers still prioritize the development of ongoing projects, improving their

cash on hand, and carefully determining the timing of specific projects to launch.

Fig 30: Inventories - Total top-20 (VNDtn) Fig 31: Inventories (VNDtn) - Excluding VHM
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4Q23 financial leverage of the top-20 developers increased QoQ, largely due to
the impact of VHM’s increased leverage. By the end of 2023, total borrowings

amounted to VND165tn, marking an +8% YoY increase.

The impact of VHM is especially apparent in this metric: The aggregate sector’s
borrowings increased by VND12tn, while VHM’s total borrowings increased by
VND20tn YoY. As implied by these figures, several of the high-leverage
companies such as DXG, HDG, HPX, NVL, and PDR trimmed their overall debt

levels.

Fig 32: Total debt to equity (excluding VHM)

85.0%

80.0%

75.0%

70.0%

65.0%

60.0%
— N D S v N D S o N St o N oD s o— O o) <t
e eeceleleclecleclcleche e e leNele oo e |
DO OO OO T T NN G N O O
el > S IR IR B B B B B B s B SN B N BN I S IR o I o]
[ = e = I = = I = I = = P i = IR = I = = = S = i I
[SVER SN SN AR SN IR SV SN AR SN IR S B 3 B 3 B S R oINSV AIE SN AR SN IR SN I SN K SN I SN Y oN

Source: MoF, Yuanta Vietnam

The total debt-to-equity ratio for the top-20 developers thus increased from
45% in 3Q23 to 49% in 4Q23. However, this increase is entirely due to the
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increased leverage at VHM. Stripping the property behemoth from the group,
total debt-to-equity decreased from 68% in 3Q23 to 67% in 4Q23.

As illustrated in Figure 34 below, long-term borrowings accounted for 61% of
total debt as at 4Q23, which should help to support investors’ near-term
confidence in the financial structure of sector balance sheets. In aggregate,
long-term debt duration is a better match with project duration given that the

leading property firms tend to develop relatively large-size projects.

Fig 33: Leverage ticked up in 4Q23 due to VHM Fig 34: Debt structure is 61% long term
400 0.80 100%
350 | 4070 .
300 o T H 060 80%
N
250 ~H=HllAn 0.50 60%
200 H 040
150 | H 030 40%
100 | H 0.20 20%
50 H 010
0 0.00 0%
N M ST N M AN SE N S N S = N D < ON D st N M st N OO <t
EEREEE R R R 5888558555838 8883888
SRS RSSSSSSSSSSs8Ss88 SS2RSSSSS8SSS8S8888888¢8
mmm Total debt (VNDtn) —=1Total equity (VNDtn) ——D/E (RHS) m Long-term debt (VNDtn) Short-term debt (VNDtn)
Total debt (VNDbn)
DG DXG HDC HDG HPX IDJ HC KODOH NBB NLG NTL NVL PDR QCG SCR SJ5 VHM VPRI Total QoQ_Change

2
g
¥
i

1 3,900 93,399 11811
440 3790 13,531
112,074
11,118
107 807
114,396
122,148

25510 4,401
202202 31,861 4487
203 | 1 ! ] 015 420
202204 K , ! : , ! ; 36,177 396

CEEE
B
g
5

M3
2302
2303
2304

Source: Company data, Yuanta Vietnam; Note: Top 20 listed developers

Page 28



Three liquidity groups--

We split the 20 developers into three groups based on our perception of their
Group 1: Strong liquidity, financial conditions. Alongside (1) the resurgence of the real estate market and
exhibiting healthy balance (2) the expedited pre-development project processes, we posit that
sheets. NTL, CEO, IDJ, KDH, maintaining a robust financial condition will play a pivotal role in fostering the
DIG, NLG, AGG, HDG and VHM

recovery of property developers.

Group 2: Moderate liquidity, Group 1: Strong liquidity, exhibiting healthy balance sheets. NTL, CEO, IDJ, KDH,
limited cash reserves. PDR, DIG, NLG, AGG, HDG and VHM all demonstrate high cash-to-short-term-
IJC, SJS, DXG, QCG and SCR borrowings ratios and all maintain relatively low levels of leverage.

Group 2: Moderate liquidity, limited cash reserves. PDR, 1JC, SJS, DXG, QCG and

Group 3: Weak liquidity, SCR all exhibit moderate cash-to-short-term-borrowings ratios and maintain
elevated leverage, and balanced levels of leverage.

insufficient cash coverage for

short-term debt. HPX, HDC, Group 3: Weak liquidity, elevated leverage, and insufficient cash coverage for
VPI, NBB and NVL short-term debt. HPX, HDC, VPI, NBB and NVL all face significant refinancing

pressures, with substantial levels of debt maturing in 2024.

Fig 35: Liquidity situation
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