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Recommendation NEUTRAL
HSX: DPM
Fertilizer
Target price (VND) 35,100
Market price (VND) 35,800
Expected share price return -1.9%
Expected dividend yield 4.2%
Expected total return 2.3%

Stock performance (%)

YTD 1M 3M 12M
Absolute 13.8 1.8 1.3 -3.5
Relative -0.3 0.9 1.9 -8.0
Source: Bloomberg
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Stock Statistics 18-Sep- 2024
Bloomberg code DPMVN
52-week range (VND) 28,400 - 41,000
Shares O/S (m) 391
Mkt cap (VND bn) 14,049
Mkt cap (USD m) 566
Est. Foreign room left (%) 40.0
Est. free float (%) 39.2
3m avg daily vol (shrs) 3,089,359
VND/USD 24,830

Index: VNIndex / HNX 1270.97/233.49

DPM - Neutral

18-Sep-24

PetroVietnam Fertilizer and Chemicals Corp (DPM VN)

For the 1H2024, DPM reported a NPAT of VND503 billion (+37% YoY), fulfilling 92.8%
of the company's annual target—traditionally set at a very conservative level—and
65% of our forecast. Specifically, Q2/2024 contributed VND235 billion in NPAT,
(+123.8% YoY and -12% QoQ). This performance exceeded our expectations. We
have revised up our forecast for DPM's 2024 NPAT by 25% from our previous
estimate, reaching VND 778 billion (+47% YoY). For 2025, we forecast the company to
achieve NPAT of VND676 billion (-13% YoY) due to the prospect of lower urea prices.
Using the discounted cash flow method, we derive a target price for DPM at
VND35,100/share by the end of 2025, equivalent to a total return of 2.3%. Rating
Neutral.

In Q2/2024, DPM recorded revenue of VND3,947 billion (+6.5% YoY) and NPAT of
VND235 billion (+123.8% YoY). Despite a 4.7% YoY decrease in urea sales volume for the
Q2, this strong growth can be attributed to several factors:

* The average urea selling price in Q2 2024 increased by an estimated 6.5% YoY, in
contrast to the period in 2023 when global fertilizer prices were at their lowest.

* The selling volume of NPK fertilizers rose by 14.5% YoY.

* The gross profit margin of domestically produced products improved to 15.6%, up
from 13% in the previous period.

In general, in 6M2024, DPM recorded revenue of VND7,255 billion (+4% YoY) and NPAT
of VND494 billion (+37%). Selling urea volume in 6M2024 increased by 4% y/y (Q1: +15%
yly, Q2:-4.7% y/y). However, the increase in urea volume was primarily driven by a 47%
YoY increase in urea exports, totalling 94,000 tons. Additionally, the average urea selling
price in 6M2024 is estimated to increase by 4% YoY (Q1: 2% YoY, Q2: +6.5% YoY).

Regarding the draft amendment to the Value-Added Tax (VAT) Law proposes to subject
fertilizers to VAT at a rate of 5% (which, if applied, would benefit fertilizer businesses),
the majority of National Assembly delegates recently advocated maintaining the current
regulations.

Regarding the future outlook for urea prices, the World Bank (April 2024) projects a 2.2%
decreasein global urea prices in 2024, followed by a 7.1% decline in 2025. This forecast is
driven by a recovery in supply, increased capacity from new production facilities, and a
reduction in input costs. Additionally, potential risks include China lifting its restrictions
onfertilizer exports and India’s plan to halt ureaimports by the end of 2025, both of which
could negatively impact urea prices.

2021 2022 2023 2024F 2025F
Net Sales (VNDbn) 12,786 18,627 13,569 13,845 13,546
Growth (%) 65% 46% -27% 2% -2%
EBITDA (VNDbn) 4,080 6,819 704 1,049 892
EBITDA margin (%) 32% 37% 5% 8% 7%
NPAT-MI (VNDbn) 3,117 5,565 519 755 656
Growth (%) 351% 79% -91% 45%  -13%
EPS (bonus-adjusted, VND) 7,811 13,992 1,068 1,699 1,447
Growth (%) 398% 79% -92% 59% -15%
ROE 33% 45% 4% 7% 6%
ROIC 25% 34% 2% 4% 3%
Net debt/EBITDA (times) -1.3 -1.3 -9.4 -7.1 -8.8
PER (times) 4.5 2.5 32.6 20.5 24.1
EV/EBITDA (times) 2.1 1.3 12.2 8.2 9.6
PBR (times) 1.3 1.0 1.2 1.2 1.2
DPS (VND) 3,000 5,000 7,000 2,000 1,500
Dividend yield (%) 9% 14% 20% 6% 4%
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Positive Q2 2024 Financial Performance

Unit: ‘000 billion 6M2023 6M2024 YoY
Revenue 6,971 7,255 4.1%
Total sale volume (‘000 ton), in which:
Ure volume 482 501 3.9%
NPK volume 72 87 20.8%
Imported fertilizer volume 110 113 2.7%
Gross profit 911 1,146 25.8%
GPM 13.1% 15.8%
SG&A expense 627 642 2.4%
SG&A/ Revenue 9.0% 8.9%
NPAT 367 503 37.1%
Net Profit margin 5.2% 6.8% 4.1%
VND bil DPM's NPAT 2022-2024
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Source: DPM, ACBS

Although DPM's urea sales volume in Q2/2024 decreased by 4.7% YoY, DPM still
recorded Q2/2024 revenue of VND3,947 billion (+6.5% YoY) and NPAT of VND235
billion (+123.8% YoY). This relatively positive result is thanks to:

e Urea Selling Price: The average selling price of urea in Q2 2024 is estimated to
increase by 6.5% YoY, reaching VND9,650/ kg. This increase is attributed to
China's continued policy of restricting urea exports and higher agricultural
commodity prices driven by tensions in the Middle East. In contrast, global
fertilizer prices were at alow during the same period last year due to weak demand
and oversupply in most regions worldwide.

e NPKFertilizer Sales: Sales volume of NPK fertilizers rose by 14.5% YoY and 148%
QoQ, reaching 62,000 tons in Q2. This growth is partly due to the proactive
development of new NPK product lines better aligned with farmers' needs. The
gross margin for DPM's NPK trading segment is approximately 5% and represents
7-8% of DPM's total gross profit.

e Gross Margin Improvement: The gross margin for domestically produced
products (including urea, NPK fertilizers, chemicals, etc.) improved to 15.6% in
Q2, up from 13% in the same period last year. Thisimprovement is attributed toa
58.7% YoY reduction in other cash costs, despite an estimated 6% increase in
input gas costs.
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e Imported Fertilizer Revenue: Revenue from imported fertilizers increased by
56.4% YoY, driven by a 50% increase in volume. The margin for this segment
improved to 2.3%, compared to a -13.7% margin in the same period last year.
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Overall,in 6M2024, DPM recorded total revenue of VND 7,255 billion (+4% YoY) and
NPAT of VND 494 billion (+37% YoY). The company saw a rise in fertilizer sales
volumes across all segments: urea, NPK, and imported fertilizers, with respective
increases of 4%, 21%, and 8% YoY. Additionally, the average selling price of urea is
estimated to increase by 4% YoY, contributing positively to DPM's financial
performance. Notably, the increase in urea production was primarily driven by a
substantial 46.8% YoY rise in urea export volumes, reaching 94,000 tons.

Onaquarterly basis, the growth in NPAT in 6M2024 was predominantly supported by
the strong performance in Q2/2024, as net profit in Q1/2024 saw only a modest
increase of 1.6% YoY.
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Compared to DCM, DPM historically reported higher gross and net profit margins
prior to Q3 2023. However, since Q3/2023, following DCM's cessation of plant
depreciation which amounts to approximate VND 1,200 billion/year, , DPM's margins
have fallen below those of DCM.

VAT on fertilizer development

The Ministry of Finance has proposed that fertilizers be transitioned from a VAT-
exempt status (as defined by Law No. 71/2014/QH13 dated November 26, 2014,
which amends and supplements certain tax laws) to being subject to VAT, with a
proposed rate of 5%. If approved, DPM could benefit from a VAT input credit
amounting to VND 260 billion per year, due to the higher input VAT rate of 10%
compared to the output VAT rate. However, this proposal has been put forward
repeatedly in previous years without being approved. Furthermore, during a recent
National Assembly discussion, the majority of delegates recommended maintaining
the current regulations.

Outlook for the 2H2024 and 2025

According to the World Bank report (April 2024), global urea prices are projected to
decrease by 2.2% YoY in 2024 and by 7.1% in 2025, although they will remain higher
than pre-2020 levels. This decline is attributed to a recovery in supply, particularly in
Europe (following a significant drop due to high gas prices in 2022), increased capacity
from new production facilities, and reduced input costs. Fitch Ratings also anticipates
adownward trend, with Middle Eastern urea prices expected to decrease by 10% YoY
in 2025.

Additionally, there is a risk that China may lift its fertilizer export restrictions after the
domestic planting season ends, potentially increasing supply. Urea prices in China
have already dropped significantly by 16.5% since early June 2024. Moreover, India,
the largest importer of urea, plans to cease urea imports by the end of 2025 as part
of its efforts to boost domestic production and reduce reliance on ureaimports.
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viettraders

Following a recovery from May to June 2024, domestic urea prices have reverted to
a downward trend in July and August 2024. This trend is consistent for both DPM's
granular urea and DCM's pilled urea. Additionally, domestic urea prices are
significantly influenced by Chinese urea prices. Consequently, the outlook for urea
prices in the 2H 2024 and throughout 2025 is expected to be constrained by these
aforementioned factors.

Valuation

As a result, we forecast DPM's 2024 financial performance with revenue of
VND13,845 billion, (+2% YoY),and aNPAT of VND778billion, (+46.9% YoY).For 2025,
we project revenue to reach VND13,546 billion, (-2.2% YoY) and NPAT of VND676
billion, (-13.1% YoY).

Using the discounted cash flow (DCF) valuation method, we estimate DPM's share
price at VND 35,100 by the end of 2025, which implies a total return of 2.3%.
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DPM FINANCIALS MODEL

(VND bn except where stated) 2021 2022 2023F 2024F 2025F
Total Net Sales 12,786 18,627 13,569 13,845 13,546
Sales growth (%) 65% 46% -27% 2% -2%
CoGS ex-dep'n 7,464 10,274 11,514 11,466 11,354
SG&A 1,243 1,534 1,351 1,329 1,300
SG&A as % of sales 10% 8% 10% 10% 10%
EBITDA 4,080 6,819 704 1,049 892
EBITDA margin (%) 32% 37% 5% 8% 7%
Depreciation 537 515 403 408 412
Operating profit 3,543 6,304 301 642 480
Operating profit margin (%) 28% 34% 2% 5% 4%
Net interest expense -92 -259 -393 -257 -295
as % ofavg, net debt 2% 4% 5% 4% 4%
Tax 628 1,021 161 148 129
Effective tax rate (%) 17% 15% 23% 16% 16%
Minorities 54 20 10 23 20
NPAT-MI 3,117 5,565 519 755 656
Net profit margin (%) 24% 30% 4% 5% 5%
Cash earnings 3,709 6,100 933 1,186 1,088
Number of shares (m) 391 391 391 391 391
EPS (VND) 7,811 13,992 1,068 1,699 1,447
Bonus factor (x) 1.00 1.00 1.00 1.00 1.00
Adjusted EPS (VND) 7,811 13,992 1,068 1,699 1,447
EPS growth (%) 398% 79% -92% 59% -15%
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KEY CASHFLOW AND BS ITEMS 2021 2022 2023F 2024F 2025F
Increase in working capital 1,339 223 (468) (413) (88)
Capex (79) (14) 129 54 117
Other cash flow items 100 100 100 100 100
Free cash flow 2,548 5,990 1,372 1,645 1,159
Share issues (m) 0 0 0 0 0
Dividends paid 558 1957 2740 783 587
Increase in net debt (1991) (4033) 1368 (862) (572)
Net debt, end of year (5,274) (8,762) (6,627) (7,434) (7,848)
Enterprise value 8,366 4,878 7,014 6,206 5,792
Shareholders' equity 10,713 14,017 11,545 11,585 11,649
BVPS (VND) 27,371 35,814 29,497 29,598 29,761
Net debt / equity (%) -49% -63% -57% -64% -67%
Net debt / EBITDA (x) -1.3 -1.3 -9.4 -7.1 -8.8
Total assets 13,918 17,699 13,309 14,182 14,234
KEY RETURN AND VALUATION RATIOS 2021 2022 2023F 2024F 2025F
ROE (%) 33% 45% 4% 7% 6%
ROA (%) 28% 40% 2% 5% 3%
ROIC (%) 25% 34% 2% 4% 3%
WACC (%) 0.15 0.15 0.15 0.15 0.15
EVA (%) 9.6% 19.1% -13.5% -10.7% -11.8%
PER (x) 4.5 2.5 32.6 20.5 24.1
EV/EBITDA (x) 2.1 1.3 122 82 9.6
EV/FCF (x) 3.3 0.8 5.1 3.8 5.0
PBR (x) 1.3 1.0 1.2 1.2 1.2
PSR (x) 1.1 0.7 1.0 1.0 1.0
EV/sales (x) 0.7 03 0.5 04 0.4
Dividend yield (%) 8.6% 14.3% 20.1% 5.7% 4.3%
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DISCLAIMER

Our Recommendation System

BUY: Expected prospective total return (including dividends) in VND will be 20% or more within 12 months

OUTPERFORM: Expected prospective total return (including dividends) in VND will be from 10% to 20% within 12 months
NEUTRAL: Expected prospective total return (including dividends) in VND will be from -10% to 10% within 12 months
UNDERPERFORM: Expected prospective total return (including dividends) in VND will be from -20% to -10% within 12 months
SELL: Expected prospective total return (including dividends) in VND will be less than -20% within 12 months

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
orindirectly 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 (2024). All rights reserved. No part of this report may be reproduced in any manner without the prior written
mission of ACBS.
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