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HVG ende.d the year 2009 with §ales reachln_g VND 3,102b and _ATP Sales (VN VAD) 3002257 3102206 3846735
accumulating to VND 362b. While sales has just inched up relatively Growth 3.3% 24.0%
modestly by 3% and gross margin even dipped from 24% to 17%, Gross Profit 720,242 523,145 769,347
after tax profit has grown outstandingly with soaring by 112%. Gross margin 24.0% 16.9% 20.0%
Operating Profit 153,492 120,905 384,674
The earnings received the support from the financial sides such as iffm: Ta; F"f‘_’f“ i’z;iz ;gj‘;g zi‘s‘zg
. ™ . ter Tax Profit y N y
lower interest rate and securities investment reversal. Growth 1992.7% 1%
Net margin 5.9% 12.8% 9.5%
Asset 2,715,849 3,800,522 4,896,841
Liabilities 1,180,098 1,974,564 2,177,550
2010 prospect O's Equity 1,503,892 1,756,811 2,719,290
Debt ratio 43.5% 52.0% 44.5%
ROE 11.9% 22.6% 13.4%
Though the difficulties on raw materials and market risks are stil S 4 pER o
present, the good growth in FY2010 for this sector is likely due to Trailing PER 7.77

good overseas outlook on fishery products demand. Moreover, the
depreciation of VND will be also beneficial for the exporters.

With excessive production capacity, vertically well integrated
process, HVG would grad the good trend of the sector and may be
able to keep the first-place position in the list of biggest catfish
exporters in Vietnam

Imvestment opinion

HVG is currently traded at a forward PE of 8.4, quite an attractive
level. Currently, the fishery companies’ stocks are traded at a
trailing PE of 10.5 and so we think the reasonable price expectation
on year end with an estimated EPS of VND 6,100 might be around
VND 66,000 with applying the current average trailing PE above.
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SECTOR OVERVIEW

Sector performance

The export value of catfish rose at an impressive CAGR of 89.5% from 2003 to 2008.

Nonetheless, the global downturn last year has hindered the growth of Vietnam’s catfish

Export turnover growth rate export activities. For the first time after a period of high growth rate, the export revenue
was negative after a period of recorded a negative yoy growth. Export value reached USD1.3b, equivalent to 7.4% yoy
high growth rate decrease and 4.8% in terms of volume. The export price in 2009 was also the lowest in

the past few years.

During the year, the sector move closely with VNI. The sector index had underperformed
the market until September but due to the expectations about the year-end earning

prospect, the sector rebounded strongly in the last quarter of the year and finally beated

the VNI.
<Figure 1>  Catfish index relative performance with <Figure 2>  Price performance of stock in FY2008 and
VNI FY2009
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Note: HVG was listed since Nov 2010.

For this year, we are quite optimistic about the long run’s outlook this year. We expect a
breakthrough of the sector in this year thanks to the credit program support inside and the

awakening demand outside.
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COMPANY ANALYSIS

2009 Business performance assessment

The com

pany achieved a high growth rate since establishment. From 2004 to 2008,

HVG's export value increased at an impressive compound CAGR of 121%. In 2009, HVG

has become the largest catfish exporter with about 11.7% of the total export value

(roughly equivalent to USD90m).

HVG's m

ain market is EU with 45.0% of its products, next is Eastern Europe such as

Russia, Ukraine with 35%, and the remaining was sold to Middle East and South

America.

This year, HVG has planned to expand the market coverage to US. In this

market, VHC sits on quite good position with low anti-dumping tax rate.

In 2009,

soaring s

the company ended the year in a quite good-looking result with after tax profit

trongly by 112%. However, core business remained sluggish as sales inched up

by just 3%. In addition, gross margin declined from 24% in FY2008 to 17% in FY2009.

So, the impressive after tax profit owns the source of earnings to some following factors:

Provision for short term investment:  In 2008, the company had to bear a
financial expense of VND 254b as provision for short term financial investment
of SSI and AGF. The financial provision made the financial expense of FY2008
reach 11.5 times higher than FY2007. And in 2009, thanks to the better stock
market condition, HVG has made a reversal for the above-mentioned
investments.

Cost of borrowings:  This year, the cost of borrowings of also helps HVG to

decrease the interest expense significantly.

The two financial factors have increased the financial profit from negative territory into a

positive number of VND 91b. This earning has greatly supported the lackluster core

business.
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<Figure 3>  Busines performance in 2008-2010E <Figure 4>  Sales and ATP growth rate in 2008-2010E
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2010 performance expectation
Get benefits in the general trend of the sector

As we have mentioned, the catfish is expect to create kinds of breakthrough in the
business this year. The demand from overseas may turn back to normal rhythm which
follows the patch of world economic recovery. At the same time, VND depreciation and

credit supporting are two important underlying factors for a better time ahead.
Enable to grad the trend with excessive production capacity

Although in the Mekong Delta area, there are 200 catfish processors; however, most of
them are of small capacity. At present, HVG has a combined daily processing capacity of
900 tonnes per day, second to ANV. After the new plant completed, the figure is planned
to increase to 1,400 tonnes per day in 2010. It would be the biggest in terms of capacity
then. In 2009, the factory utilization was quite low at 60% due to the difficult times. This

figure would lift to around 70% this year.

The company also plans to carry out merge with the other member in the group and other

affiliates to strengthen the position. In late 2009, HVG decided to increase the portion in
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AGF. As expected in our weekly report, this is the first public buy-out in Vietnam and we
think that it is a wise decision by HVG as ways of expanding further. HVG can make an
wider access to US market as the anti-dumping tax rate applied to AGF is close to zero

percent while others may have to be levied a tax rate of more than 50%.
Get higher margin and stability through vertical integration

One of the biggest obstacle when invest in catfish company is the volatile characteristic.
The trend in the domestic materials price is fluctuating always and the adequacy of

materials is a headache matter also.

HVG has strong supply chain which makes HVG to control input both in terms of quantity
and quality. At present, it owns 24.5% and 18.2% stakes of Hung Vuong — Tay Nam and
Viet Thang JSC. It gets the raw fish feed from these two subsidiaries, which have a
combined annual output of 420,000 tonnes per year and make up for 25% of total market

share of the Mekong Delta market.

Besides that, HVG also owns 48% stake of a fish farm company, Hung Vuong Mien Tay
who has 150ha of fish raising area. This farming area is supposed to be increased into

200ha, which would cover about for 45% of the demand for production.

As we mentioned above, it is HVG’s strategy is to acquire more ownership portion in its
associates to consolidate the value chain. The margin would be stronger and especially,

the business is supposed to be more stable then.

Besides the main business, HVG has constructed a large cold storage facility with a total
storage capacity of 42,000 tonnes in Tan Tao IP- Ho Chi Minh City to support the
inventory process and reduce the storage cost. Currently, the company used 30% of the
capacity and lease out 70%. The capacity would be increased by 60,000 tons more in late
2011.

For the above-mentioned aspects, we think that HVG has showed that the company is
trying to confront with the inherent weaknesses of the fishery company including the

production capacity, fish food supply, materials supply and cold storage facility.
Other financial remarks

The company is suffering from the low sales quality. HVG, like other catfish exporters

aggressively keeps the trade receivables allowances at critically high level, which hurt the
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healthy position of the balance sheet. Meanwhile, almost no provision was made for
those receivables.

For the last two years, the operating cash flow of HVG was negative by VND 391b and
VND 413b respectively. The company has to manage the receivables and inventory more

efficiently if they would like to have enough cash source for its operation.

<Figure 5> Receivables day and inventory day of

catfish processors in FY2009

200
180
160
140
120
100
80 -
60 -
40+
20 A

HVG ANV VHC ABT ACL

" Receivables day ®Inventory day

Source: MAS

CONCLUSION

HVG is currently traded at a forward PE of 8.4, quite an attractive level. Currently, the
fishery companies’ stocks are traded at a trailing PE of 10.5 and so we think the
reasonable price expectation on year end with an estimated EPS of VND 6,100 might be

around VND 66,000 with applying the current average trailing PE above
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Disclosure Appendix

This research report was prepared by Mirae Asset Securities and is provided for
information and discussion purposes only. It does not constitute an offer or solicitation

to purchase or sell any securities or other financial products.

This report does not take into account the investment objectives, financial situation or
particular needs of any particular person. Investing in securities and other financial
products entails certain risks, including the possible loss of the entire principal amount

invested.

The information contained in this report is based on generally available information
and, although obtained from sources believed to be reliable, its accuracy and
completeness is not guaranteed. This communication is not intended to forecast or

predict future events.




