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High pressure from steel market and strengthening USD

HPG released operating report for Q3.2022 with key data in below figures:

3Q.2021 3Q.2022 YoY growth 9M.2021 9M.2022 YoY growth
Net Revenue (VND Bn) 38,918 34,441 -11.5% 105,817 116,559 10.2%
EAT (VND Bn) 10,351 -1,774 -117.2% 27,102 10,474 -61.5%
S;E:;”&:'I‘I’"Tsot:sl sales 0.96 1.08 12.5% 2.71 3.40 24%
HRC sales volume (mil. 0.76 0.62 -18.4% 2.01 2.10 5%

Tons)

Sources: HPG

Hoa Phat posted a loss in the third quarter of just under 1.8tr VND, the first quarterly loss for the company since
listing in November 2007. The poor market conditions, with decreasing steel selling prices and increasing input
material costs, created the perfect storm for HPG to post the quarterly loss. According to the company's
representative, average selling prices of construction steel and HRC have reduced 3% and 26%, respectively,
during Q3.2022 and account for 58% and 36% of HPG's revenues in 9M 2022 based on our calculation as the market
faced a reduction in demand on economic weakness and a slowdown in construction activities. On the input side,
the coal market has been affected by the Russia - Ukraine conflict, which has pushed coal prices to high levels. Hoa
Phat has an inventory cycle of about 3 months, and despite recent easing of coking coal prices, the companies had
acquired inventories of high priced coking coal in middle to late Q2.2022 and those coal prices are reflected into
COGS of Q3.2022.

The company recorded a 9.3% QoQ reduction in net revenue, in which total sales volume in Q3.2022 decreased
6.5% QoQ and average selling prices decreased 2.99%. Despite the fallin net revenue, the COGS increased by 7.3%
QoQ, as according to our calculations, the average cost per ton of goods sold increased by 13,6% QoQ, causing a
strong fallin gross margin (down from 18% in Q2.2022 to 3% in Q3.2022). The thin gross margin of HPGin Q3.2022
made the company vulnerable other financial factors such as interest rate and exchange rate movements. The
lending rate for HPG, which is pegged to market rates, started to increase in middle of Q3.2022. Although the
company has 7.1% lower debt amount at the end of Q3.2022 compared to end of Q2.2022, the increased interest
rate caused interest expenses in Q3.2022 to be 17% higher than Q2.2022. As most input materials of HPG are
imported from overseas using the US Dollar, the appreciation of the US Dollar had a negative effect on HPG financial
cost, in which the loss from currencies exchange was 1,013 Bn.VND in Q3.2022 (+12% QoQ). Selling and
administration costs were stable in Q3.2022.

In general, the highly contracted gross margin due to unfavorable market conditions and increased financial costs
duetoincreasedinterest rates and the appreciation of US Dollar are the main factors that caused the quarterly loss
in HPG's operating activities. Although the company has been trying to reduce their debt throughout Q3, the
movement of VND lending interest rates and the strength of USD are notable risks for the company in Q4.2022.
High input material prices have been recognized in Q3.2022 and we are observing a reduction in coking coal prices
since the middle of September, which could signal that the gross margin of HPG in Q4.2022 can be improved.
However, we maintain a conservative view for the company in the last quarter of 2022 as there are not yet many
signals of an improving construction and real estate market in Q4.2022.
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Despite posting the quarterly loss and the difficult market conditions the company is facing, there are some silver
linings; the company is still gaining domestic market share from competitors, the market share of HPG in 9M.2022
has increased to 36% (9M.2021 was about 31%).
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Some bright points of the company’s operation

Two big projects of HPG, the container factory and the Dung Quat expansion were announced to be on progress as
originally planned, the company is pushing financial resources for these two projects. The container factory is
expected to be finished and will produce commercial products within Q4.2022. The Dung Quat expansion project
has completed basic infrastructure construction and could possibly be completed as planned in early 2024.
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DISCLAIMER

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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