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Company Update
Recommendation BUY
HSX: DHG
Pharmaceuticals
Target price (VND) 111,512
Current price (VND) 88,000
Expected share price return 26.7%
Expected dividend yield 3.4%
Expected total return 30.1%
Stock performance (%)
YTD iM 3M 12M
Absolute -19.4 -6.2 -18.9 -4.7
Relative -0.7 -1.2 -0.6 7.9

Source: Bloomberg
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Bloomberg code DHG VN

85,100-

52-week range (VND) 142,500
Shares O/S (m) 131
Mkt cap (VND bn) 11,532
Mkt cap (USD m) 501
Foreign room left (%) 45.8
Est. free float (m) 5.6
3m avg daily vol (shrs) 18,600
VND/USD 23,415

Index: VNIndex / HNX 1211.01/279.2

DHG - BUY

30-Jun-22

DHG PHARMACEUTICAL JSC (DHG VN)

DHG remains one of the leading domestic producers in the industry with a well-
known brand name, pervasive distribution network and healthy company
financials. We give a BUY recommendation on the stock with a target price of
VND111,512/share, representing a 30.1% expected total return.

DHG generated VND1,065bn of net revenue, climbing by 4.7% YoY, in 1Q2022. Finished
products, capturing 85% of DHG's overall net revenue, experienced decent growth of
13.6% YoY, explained by higher demand for healthcare products and drugs that
support COVID-19 treatment in light of the outbreak in early months of this year.
Nevertheless, we do not assume this growth may extend in the following quarters
considering a relatively high base in 2Q and 3Q2021, unless the virus variants trigger
additional waves of infection.

The pharmacy channel remains DHG's key revenue earner while the hospital channel
accounts for c.10%. DHG currently has two Japan-GMP standardized production
lines, enabling the company to enter top-ranking bids in hospital channel for generic
drugs. More production lines could be upgraded to higher standards if needed. A new
beta-lactam factory meeting Japan/EU-GMP standards (investment of VND627bn)
may start construction this year, tentatively going into operationin 2024 and doubling
the current capacity.

Thanks to a widened gross margin (47.4% in 1Q2022 vs 44.3% in 1Q2021) and a lower
SG&Atonetrevenueratio(21.3%in 1Q2022 vs 22.2%in 1Q2021), the company's EBT
jumped by 24.5% YoY to VND286bnin 1Q2022. However, the company projects 2022
gross margin may be maintained around 2021's level, driven by increased raw material
prices owing to higher logistic and transportation costs. The current SG&A to net
revenue ratio is not expected to sustain for the whole year as the company plans to
implement more activities, recognizing more expenses in the following quarters.

We project the company’s top line growth at 5.4% YoY in 2022; in which finished
products revenue may increase by 7.8% YoY. EBT is forecasted at VND903bn (+4.5%
YoY), compared with the company's target of VND853bn (-1% YoY).Combining the
DCF and PER methods, our target price for this stock is VND111k/share.

2020 2021 2022F 2023F 2024F
Net Sales (VNDbn) 3,756 4,003 4,218 4,548 4,924
Growth -3.6% 6.6% 5.4% 7.8% 8.3%
EBITDA (VNDbn) 799 866 905 977 1,061
EBITDA margin 21.3% 21.6% 21.4% 21.5% 21.5%
Net Profit (VNDbn) 740 777 810 869 937
Growth 16.4% 5.0% 4.3% 7.2% 7.8%
EPS (bonus-adjusted, VND) 5,443 5,720 5,997 6,432 6,934
Growth 16.6% 5.1% 4.9% 7.2% 7.8%
ROE 21.3% 21.1% 20.3% 19.5% 18.9%
ROA 17.2% 17.1% 15.9% 15.5% 16.4%
ROIC 37.6% 40.0% 31.4% 28.0% 28.8%
Net debt/EBITDA (times) -2.4 -2.2 -1.5 -1.9 -2.1
EV/EBITDA (times) 12.0 11.0 10.6 9.8 9.0
EV/sales (times) 2.5 2.4 2.3 2.1 1.9
PER (times) 16.2 15.4 14.7 13.7 12.7
PBR (times) 3.2 3.0 2.7 2.5 2.2
DPS (VND) 4,000 3,500 3,000 3,000 3,000
Dividend yield 4.5% 4.0% 3.4% 3.4% 3.4%
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DHG FINANCIALS MODEL Price (VND): 88,000 Target (VND): 111,512 (v':"'l‘;;:)’: 11,532
(VND bn except where stated) 2020 2021 2022F 2023F 2024F
Total Net Sales 3,756 4,003 4,218 4,548 4,924

Sales growth (%) -3.6% 6.6% 5.4% 7.8% 8.3%
CoGS ex-dep'n 1,856 1,998 2,111 2,281 2,473
Selling expenses 699 803 812 876 948
G&A expenses 303 257 306 329 357
Financial revenues 7 9 3 3 3
Financial expenses 105 87 88 88 88
EBITDA 799 866 905 977 1,061

EBITDA margin (%) 21.3% 21.6% 21.4% 21.5% 21.5%
Depreciation 88 84 75 78 102
Operating profit 711 782 829 899 958

Operating profit margin (%) 18.9% 19.5% 19.7% 19.8% 19.5%
Other profits/losses (9) (21) (21) (21) (21)
Profits/Losses from associates (1) = = = =
Net interest expense (119) (102) (94) (90) (106)

as % ofavg net debt 6.8% 5.3% 5.7% 5.6% 5.3%

Interest cover (x) -6.0 -7.6 -8.8 -10.0 -9.0
Tax 82 88 93 100 108

Effective tax rate (%) 9.9% 9.9% 10.1% 10.1% 10.1%
Minority interest (1) (1) (1) (1) (1)
Attributable net profit 740 777 810 869 937
Cash earnings 828 861 886 947 1,039
Total number of shares 130,746,071 130,746,071 130,746,071 130,746,071 130,746,071
EPS (VND) (after treasury shares) 5,443 5,720 5,997 6,432 6,934
Bonus factor (x) 1.00 1.00 1.00 1.00 1.00
Adjusted EPS (VND) 5,443 5,720 5,997 6,432 6,934

EPS growth (%) 16.6% 5.1% 4.9% 7.2% 7.8%
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KEY CASHFLOW AND BS ITEMS 2020 2021 2022F 2023F 2024F
Increase in working capital -128 292 54 88 241
Capex 84 20 1,000 20 20
Change in investment in affiliates (3) - - - -
Other cashflow items 9 -15 -11 -6 -11
Free cash flow 884 534 -179 833 768
Shareissues - - - - -
Dividends paid 523 523 392 392 392
Increase in net debt -361 -11 571 -441 -375
Net debt, end of year -1,935 -1,946 -1,375 -1,816 -2,192
Shareholders' equity 3,564 3,790 4,208 4,685 5,229
BVPS (VND) 27,259 28,987 32,186 35,833 39,997
Net debt / equity (%) -54.3% -51.3% -32.7% -38.8% -41.9%
Net debt / EBITDA (x) -2.4 2.2 -1.5 -1.9 -2.1
Total assets 4,448 4,618 5,607 5,643 5,811
:IE\:_IROESTURN AND VALUATION 2020 2021 2022F 2023F 2024F
ROE 21.3% 21.1% 20.3% 19.5% 18.9%
ROA 17.2% 17.1% 15.9% 15.5% 16.4%
ROIC 37.6% 40.0% 31.4% 28.0% 28.8%
WACC 8.9% 8.9% 8.9% 8.9% 8.9%
EVA 28.7% 31.1% 22.5% 19.1% 19.9%
PER (x) 16.2 15.4 14.7 13.7 12.7
EV/EBITDA (x) 12.0 11.0 10.6 9.8 9.0
EV/FCF (x) 10.8 17.9 -53.5 11.5 12.5
PBR (x) 3.2 3.0 2.7 2.5 2.2
PSR (x) 3.1 2.9 2.7 2.5 2.3
EV/sales (x) 2.5 2.4 2.3 2.1 1.9
PEG (x, 3 yr prospective) 1.8 2.7 2.2 1.8 2.4
Dividend yield 4.5% 4.0% 3.4% 3.4% 3.4%
ACBS Research Department www.acbs.com.vn 4

Tel: (+84) (8) 3823 4159 (ext: 354) Bloomberg: ACBS <GO>



http://www.acbs.com.vn/

DHG - BUY

30-Jun-22

ACBS

CONTACTS

Ho Chi Minh City Head Office
41, Mac Dinh Chi, Dist. 1, Ho Chi Minh City

Tel: (+84 28) 3823 4159
Fax: (+84 28) 3823 5060

RESEARCH DEPARTMENT

Director

Tyler Cheung
(+8428) 38234876
tyler@acbs.com.vn

Manager - Properties

Truc Pham

(+84 28) 3823 4159 (x303)
trucptt@acbs.com.vn

Associate - Consumer-related,
Technology

ChiLuong

(+84 28) 3823 4159 (x327)
chiltk@acbs.com.vn

Associate - Derivatives, Macro
Minh Trinh Viet

(+84 28) 3823 4159 (x352)
minhtvh@acbs.com.vn

Manager - Financials

Hung Cao

(+84 28) 3823 4159 (x326)
hungcv@acbs.com.vn

Associate - Consumer-related,
Technology

Trung Tran

(+84 28) 3823 4159 (x351)
trungtn@acbs.com.vn

Analyst - Technical

Phuoc Luong

(+84 28) 3823 4159 (x250)
phuocld@acbs.com.vn

INSTITUTIONAL CLIENT DIVISION

Associate Director

Huong Chu
(+8428) 3824 6679
huongctk@acbs.com.vn

Customer Support
Institutional Client
Thanh Le

(+8428) 3823 4798
thanhint@acbs.com.vn

Trader

Thanh Tran

(+8428) 38247677
thanhtt@acbs.com.vn

ACBS Research Department
Tel: (+84) (8) 3823 4159 (ext: 354)

Hanoi Office

10 Phan Chu Trinh, Hoan Kiem Dist., Ha Noi

Tel: (+84 4) 3942 9395
Fax: (+84 4)3942 9407

Associate Director
Giao Nguyen

(+84 28) 3823 4159 (x250)
giaonbt@acbs.com.vn

Associate - Macro

Hoa Nguyen

(+8428) 3823 4159 (x352)
hoant@acbs.com.vn

Associate - Oil & Gas

Hung Phan

(+84 28) 3823 4159 (x354)
hungpv@acbs.com.vn

Trader

DunglLy

(+84 28) 3823 4159 (x313)
dungin.hso@acbs.com.vn

Associate - Industrials
Huy Huynh

(+84 28) 3823 4159 (x325)
huyha@acbs.com.vn

Trader

Nhi Nguyen

(+8428) 3823 4159 (x315)
nhinp@acbs.com.vn

www.acbs.com.vn 5

Bloomberg: ACBS <GO>


http://www.acbs.com.vn/
javascript:top.openWin('%2FWorldClient.dll%3FSession%3DTPJG01XN19NXZ%26View%3DCompose%26New%3DYes%26To%3D%2520hungdm%2540acbs.com.vn','Compose',800,600,'yes');
mailto:giaonbt@acbs.com.vn
mailto:trucptt@acbs.com.vn
mailto:hungcv@acbs.com.vn
mailto:hoant@acbs.com.vn
mailto:chiltk@acbs.com.vn
mailto:trungtn@acbs.com.vn
mailto:hungpv@acbs.com.vn
mailto:huyha@acbs.com.vn
mailto:minhtvh@acbs.com.vn
mailto:phuocld@acbs.com.vn
mailto:dungln.hso@acbs.com.vn
mailto:thanhlnt@acbs.com.vn
mailto:thanhtt@acbs.com.vn
mailto:dungln.hso@acbs.com.vn
mailto:nhinp@acbs.com.vn

ACBS DHG - _BU_Y

DISCLAIMER

Our Recommendation System

BUY:where we believe prospective 12 month VND total return (including dividends) will be 15% or more.
HOLD:where we believe it will be -15% to 15%.

SELL:where we believe it will be lower than -15%.

Analyst Certification(s)

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about
any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly
or indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be
aware that ACBS may have a conflict of interest from time to time.

ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative
analysis, and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other
types of research products, whether as a result of differing time horizons, methodologies, or otherwise.

Disclaimer

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties
of merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or
sell any financial instrument. Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any
affiliate, nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or
consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss,
even if notified of the possibility of such damages, arising from any use of this report or its contents. Other than disclosures relating to
ACBS, the information contained in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not
represent or warrant that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update its
opinions or the information in this report.

Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared
independently of any other interests, including those of ACBS. This report does not constitute personal investment advice or take into
account the individual financial circumstances or objectives of the investors who receive it. The securities discussed herein may not be
suitable for all investors. ACBS recommends that investors independently evaluate each issuer, securities or instrument discussed herein
and consult any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day
as aresult of changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict
actual results, which may differ substantially from those reflected. Past performance is not necessarily indicative of future results.

This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it
will be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any).

In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor shall dismiss this report
immediately otherwise it will be at his/her own risks.

ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek
advice based on their particular circumstances from an independent tax advisor. This report may contain links to third-party websites. ACBS
is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on
such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report
does not imply any endorsement by ACBS. Access to any third-party website is at the investor’s own risks, and the investor should always
review the terms and privacy policies at third-party websites before submitting any personal information to them. ACBS is not responsible
for such terms and privacy policies and expressly disclaims any liability for them.

© Copyright ACBS (2022).All rights reserved. No part of this report may be reproduced in any manner without the prior written
permission of ACBS.
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