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Notes: TCH'’s fiscal year starts from April VNI e=—TCH
TCH Peers VNI Company Overview
Market Cap: $337mn P/E (ttm) 16.2x 15.8x 21.5x TCH was listed on the Ho Chi Minh Stock Exchange in
Foreign Room: $151mn P/B (curr) 1.7x 2.2X 3.3x September 2016. The company is based in Hai Phong and
ADTV30D: $1.5mn Net D/E -0.1x 1.2x N/A is involved in heavy truck distribution for the domestic
State Ownership: 0% ROE 10.7% 9.3% 15.1% market as well as real estate with a focus on Hai Phong city.
Outstanding Shares: 363 mn ROA 10.3% 4.0% 2.3%
Tra Vuong .
Analyst Real estate segment to be new growth engine
tra.vuong@vcsc.com.vn
+848 3914 3588 ext. 365 We recently had a meeting with the company’s management and following are key takeaways:
Duc Vu TCH is a leading US truck distributor in the domestic market. According to the company, its
Retail Research Manager current market share in the US truck sub-segment is about 80%. Truck distribution is currently TCH'’s
duc.vu@vesc.com.vn key business line, accounting for about 90% of total revenue and about 70%-80% of gross profit.

The company’s improving results in recent years have also come from this segment. But as its
market share has already reached 80%, further room for boosting sales is limited and we expect
TCH’s truck segment to stall from 2018 onward.

Truck business continued to drive results in FY2017. TCH estimates its FY2017 result at
VND1.8tn in revenue (USD79mn, +25.6% YoY) and VND415bn in NPAT (USD18mn, -17% YoY).
The higher revenue was driven by 41.5% growth in the number of trucks sold. NPAT was lower than
the previous year since TCH no longer had a one-off negative goodwill of VND167bn (USD7.3mn).
If this non-recurring income was excluded, TCH’s NPAT in FY2017 would have grown 24.6% YoY.
EPS for FY 2017 was VND1,143/share (-18.7% YaY).

Revenue and profit contribution will shift toward real estate from 2018. The company is eyeing
the Hai Phong real estate market going forward and has accumulated land bank via BT projects.
With the first project planned to be introduced in FY2018, we expect real estate to replace the truck
business and become TCH’s new growth engine from this year onward.

Breakthrough in performance expected in FY2018 from real estate. The company shared that
revenue from this segment in FY2018 would come from sales of Hoang Huy Riverside and transfers
of other reciprocal land lots. Management expects a breakthrough in performance with NPAT for
FY2018 of VND600bn (USD26mn, +44.6% YoY), which equates to an EPS of VND1,652 (+44.6%
YoY). Further details regarding revenue shall be available at the AGM next June.

Valuation has yet to reflect potential growth in coming years. With FY2017 EPS at VND1,143,
TCH is trading at a P/E of 19.0x, much higher than its peers at 15.8x. However, an increase of 43%
in EPS for FY2018 would push its P/E to 13.3x, relatively lower than the industry average of 15.8x.
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Business overview

TCH operates in two key segments: (1) Trucks and (2) Real estate. With regards to the first segment,
TCH’s revenue comes from sales of heavy-duty trucks imported from the US, spare parts for those
trucks and related vehicle services. The company currently dominates the US truck sub-segment
with about 80% of market share.

As for real estate, TCH’s revenue in recent years has come from its Golden Land phase 1, a mid-
range apartment building project in Thanh Xuan District, Hanoi. It consists of three 25 to 27-storey
buildings with over 700 apartments ranging from 90 to 145 m2. Nearly 90% of the project was sold,
bringing TCH a revenue of over VND1.0tn (USD44 mn) over the last four years. Following this, the
company is eyeing Hai Phong’s real estate market and will launch Golden Land phase 2 starting
from 2018.

Figure 1: TCH gross profit by segment
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In 2014, TCH witnessed an impressive jump in business results from the tens of billions of VND to
the thousands of billions of VND range as it recorded revenue from the Golden Land project. Real
estate accounted for 97.5% of total gross profit. Without any projects lined up after Golden Land,
contribution from the real estate segment gradually wore thin in the following years. On the other
hand, with an exclusive contract with Navistar signed in 2015, truck sales started to soar and the
segment has become TCH’s key business pillar ever since, currently accounting for about 70%-80%
of the company’s total gross profit.

Figure 2: TCH performance from 2013-9M 2017
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Key segments and prospects

Trucks

TCH distributes second-hand trucks from the US and currently has 30 sales agencies across the
country. It has been the exclusive distributor of Navistar’s flagship vehicle International in Vietnam
since 2015 and is currently the largest player in the US heavy-duty truck sub-segment. According to
the company, it accounts for 80% sales of US trucks in the domestic market. The product has been
well received in Vietnam as evidenced by impressive sales growth of TCH in the last two years. The
number of trucks distributed in FY2016 rose by nearly four times YoY and by over 82% YoY in 9M
2017. Compared to other new trucks from South Korea, Japan or even China, old US trucks possess
the following advantages: (1) Competitive price, about 30% lower than other, new trucks, (2) Fuel
savings of up to 20% and (3) Comprehensive waste gas treatment.

Figure 3: Number of trucks imported and revenue
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In terms of future prospects, the growth of containers clearing customs remained stable at double
digits over the last three years and is projected to grow at 8%/year from 2018 until 2020, according
to Vietham Maritime Administration, ensuring stable demand for trucks. For TCH in particular,
impressive growth in FY2016 and FY2017 was achieved against quite a low base and will not repeat
itself. Rather, truck sales are more likely to stall from 2018 onward.

Figure 4. Containers clearing customs (in mn TEUs) and growth rate
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Real estate — Strong potential in Hai Phong market
TCH’s target market is Hai Phong, the third-largest city in Vietham following Hanoi and HCMC. The
city is always among top 10 contributors to Vietnam’s GDP and is an international logistics hub in

the northern part of the country. Its GDP growth rate in 2017 reached 14%, the highest nationwide,
outpacing Hanoi’s 7.3% and HCMC’s 8%.

Table 3: TCH’s BT projects

Project Total Timeline Status Total area
investment (planned) of

reciprocal
land

Reconstruction VND110bn 2017-2018 BT contract signed. Construction phase 1 (50% of the project) completed in Dec 29,750 m2
of U1, U2, U3 (USD4.9mn) 2017

condos Le Loi

Reconstruction VND1.67tn 2018-2019 BT contract signed 980,000
of HH3, HH4 (USD73.5mn) m2
condos in

Dong Quoc

Binh Ward

Source: TCH, VCSC

Over 2015-2017, Hai Phong witnessed intense investment in infrastructure and business projects,
paving the way for a booming real estate market in coming years. To grasp this opportunity, TCH
decided to join the market from 2018 onward. Land bank is being acquired via BT projects as Hai
Phong has an intensive plan to replace 178 dilapidated condos before 2022 under the BT scheme.
Currently, TCH has signed two BT contracts in exchange for eight land lots in Hai Phong, two of
which will be developed into residential projects starting from 2018. The rest will either be transferred
or reserved for the company’s future projects. Details of TCH’s real estate plan are the following.

Table 4. TCH’s real estate projects

Project Location Product types  Total investment Status Selling price (est.)
Hoang Huy Riverside Hai Phong 325 units of low rise USD47mn Construction planned in VND30 mn/m2 60%
housing May 2018
2A So Dau Hai Phong Low rise housing N/A N/A N/A N/A
Golden Land Hanoi Apartment usD28mn Construction started in VND30 mn/m2 35%
Dec 2017

Source: TCH, VCSC

Both of TCH’s projects in Hai Phong are located in the new administration center of the city and
quite close to Vinhomes Imperia. Of the two, Hoang Huy Riverside will be TCH’s focus this year.
Construction will start in May while sales can be launched in June. We estimate revenue from this
project to be over VND1tn (USD44mn), which can be recorded starting from the end of FY2018.

Apart from Hai Phong, TCH also started construction of Golden Land phase 2 in Hanoi at the end
of last year. The project is a mixed multifunctional building with offices, shopping areas, cultural
amenities and 170 apartments. Construction could take from 1.5 to two years and revenue is likely
to be booked in FY2019. TCH has yet to launch sales for this project.

Outlook

For FY2017, we expect TCH to complete its business target and reach VND1.8tn in revenue
(USD79mn, +25.6% YoY) and VND415bn in NPAT (USD18mn, -17% YoY). Revenue growth is
driven by higher sales of trucks in FY2017. The company estimates the total number of trucks sold
in 2017 at 2,800 units (+41.5% YoY), translating into VND1.65tn in revenue (USD72mn, +32.7%
YoY). NPAT was lower than 2016 since TCH no longer had the one-off negative goodwill of
VND167bn (USD7.3mn) following its acquisition of 10 mn HHS shares in 2016. If such non-recurring
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income is excluded, TCH’s NPAT in FY2017 would have recorded a growth rate of 24.6% YoY.
Basic EPS for FY2017 is estimated at VND1,143/share (-18.7% YoY).

TCH’s business performance should see significant improvement from FY2018 onward and shift
more toward the real estate segment. As mentioned earlier, growth in the truck segment will stall
from 2018. On a conservative note, we give this segment a negative growth rate of 20% since sales
of US trucks may be past their peak, meaning about VND1.3tn (USD57mn) in revenue.

As for real estate, the growth engine would be Hoang Huy Riverside and the transfer of other
reciprocal land lots. TCH shared that it is already in talks with potential buyers and expects to
complete at least one of the deals in 2018. The NPAT target for FY2018 could be over VND600bn
(UsSD26mn, +44.6% YoY), which equates to an EPS of VND1,652 (+44.6% YoY). Further details
regarding revenue from the real estate segment will be available at the AGM next June.

Table 5: Estimated FY2017 results

FY 2017 % YoY

Total revenue VND1.8tn +25.6%
Trucks VND1.65tn +32.7%
Real estate VND150mn -16.2%
NPAT for parent company VND415bn -17%
EPS VND1,143 -18.7%
Source: TCH
Valuation

Comparison with peers

Market Rev  TTM EPS Net D/E P/B
cap (USD growth growth (C0) (current)
mn) (% YoY) (% YoY)
Trucks
T™MT 16.0 0.4 -7.1 -81.4 281.5 2.3 41.2 0.9
HTL 155 3.2 -33.8 -51.6 -4.1 6.9 13.8 1.6
HHS 34.6 2.0 33.1 -10.9 209.6 221 9.3 2.0
Median 16.0 2.0 -7.1 -51.6 209.6 6.9 13.8 1.6
Real estate
HUT 1134 14.0 -21.8 -36.1 147.0 10.8 7.5 0.8
HDG 178.3 8.7 14.1 -16.2 54.3 16.0 20.5 3.1
PDR 395.4 20.5 -11.4 81.4 -3.4 10.7 21.3 3.2
DXG 504.4 25.5 14.9 1.8 13.2 20.9 15.2 3.0
KDH 661.8 16.4 -22.3 27.3 -15.1 11.5 21.8 2.5
HDC 34.2 19.6 -14.4 36.9 59.4 11.9 9.5 1.1
Median 286.8 18.0 -12.9 14.5 33.8 11.7 17.9 2.8
AVG for two 1514 10.0 -10.0 -18.5 121.7 9.3 15.8 2.2
groups
TCH * 337.1 34.9 25.6 -17.7 -12.8 11.2 19.0 1.8

Source: Bloomberg, VCSC
*TCH'’s revenue growth, TTM EPS growth and P/E TTM are calculated using FY2017 estimated numbers.
Among listed truck distributors, TCH has been the most effective with growing business results. With

FY2017 EPS at VND1,143, TCH is trading at a P/E of 19.0x, much higher than the peer median of
15.8x. However, an increase of 43% in EPS for FY2018 would lower its P/E to 13.3x.
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Regarding risks, given that a breakthrough in FY2018 business results would come from the transfer
of large real estate projects, any delay or unwanted change in this plan would hurt the company’s
projections and stock price. In addition, any changes in policy, such as to import taxes, regulation
on waste gas standards or changes in required documentation for import customs clearance, could
affect sales and slow or even disrupt truck supply for TCH.
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Financial Statements

FY2016

FY2017E

INCOME STATEMENT (VND bn) FY2015
Revenue 1,148
COGS -912
Gross Profit 236
Sales & Marketing exp. -3
General & Admin exp. -17
Operating Profit 216
Share profit/loss from associates 2
Net other income/(loss) -1
EBIT 217
Financial income 8
Financial expenses -7
In which, interest expense -6
Profit before Tax 218
Income Tax -47
NPAT before Ml 171
Minority Interest 10
NPAT less MI, reported 160
EBITDA 8
EPS basic reported, VND 1,093
RATIOS FY2014
Growth
Revenue growth % 1,832%
Operating profit (EBIT) growth % 4,667%
EPS growth %, adjusted 2,519%
Profitability
Operating profit (EBIT) Margin % 25.1%
EBITDA Margin % 25.9%
NPAT less Ml Margin % 14.7%
ROE % 27.8%
ROA % 10.1%
Efficiency
Days Inventory On Hand 524
Days Accts. Receivable 21
Days Accts. Payable 397
Cash Conversion Days 148
Liquidity
Current Ratio x 1.36
Quick Ratio x 0.14
Cash Ratio x 0.07
Debt / Capital % 6.2%
Debt / Asset % 17.1%
Interest Coverage N/A

1,433
-1,040
393

13
1,406

FY2015

0.7%

-24.1%
-69.7%

18.9%
19.6%
13.9%
13.4%

8.5%

380

19
142
257

2.86
0.96
0.54
0.3%
0.5%
36.2

519
-104
415

0

415
N/A
1,143

FY2016

24.8%

148.4%
28.6%

37.6%
38.5%
34.9%
16.4%
15.0%

233
27
57

203

7.67
3.93
3.09
0.0%
0.0%
N/A

BALANCE SHEET (VND bn) FY2014 FY2015 FY2016
Cash & cash equivalents 72 197 528
Short term investment 0 83 39
Accounts receivables 65 60 105
Inventories 1,208 689 640
Other current assets 1 6 0
Total Current assets 1,347 1,035 1,312
Fix assets, gross 142 587 108
- Depreciation -44 -41 -31
Fix assets, net 98 546 77
In construction 2 28 1
LT assets other 286 423 2,368
Total LT assets 386 997 3,332
Total Assets 1,733 2,032 4,645
Accounts payable 898 356 162
Short-term debt 93 4 0
Other ST liabilities 0 2 9
Total current liabilities 991 362 171
Long term debt 10 2 0
Other LT liabilities 2 3 46
Total long term liabilities 12 5 46
Preferred Equity 0 0 0
Paid in capital/lssued capital 465 1,200 3,630
Add’'l share capital/share 0 0 0
premium

Retained earnings 170 444 798
Othes 0 0 0
Minority interest 95 21 0
Total equity 730 1,665 4,428
Liabilities & equity 1,733 2,032 4,645
CASH FLOW (VND bn) FY2014 FY2015 FY2016
Beginning Cash Balance 20 497 197
Net Income 288 218 577
Dep. & amortization 9 8 13
Change in Working Capital -96 -298 -602
Other adjustments -21 -498 -410
Cash from Operations 200 -73 -225
Capital Expenditures, net -2 -24 -19
Other -67 -205 -1,519
Cash from Investments -69 -229 -1,538
Dividends Paid 0 0 0
A in Share Capital 30 110 2,100
A in Net Borrowings -109 -108 -6
Other financing cash flows 0 0 0
Cash from Financing -79 2 2,094
Net Change in Cash 52 -300 331
Ending Cash Balance 72 197 528

Source: Company financial statements, VCSC forecasts. From 2016, TCH changed its fiscal year end from December to March
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Analyst Certification of Independence

1, Tra Vuong, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.
| also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
in this report. The equity research analysts responsible for the preparation of this report receive compensation based upon various factors,
including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which include revenues from,
among other business units, Institutional Equities and Investment Banking.

VCSC and its officers, directors and employees may have positions in any securities mentioned in this document (or in any

related investment) and may from time to time add to or dispose of any such securities (or investment).VCSC may have, within the last three
years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all
of the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment
services in relation to the investment concerned or a related investment.

Copyright 2013 Viet Capital Securities Company “VCSC”. All rights reserved. This report has been prepared on the basis of information believed
to be reliable at the time of publication. VCSC makes no representation or warranty regarding the completeness and accuracy of such
information. Opinions, estimates and projection expressed in this report represent the current views of the author at the date of publication
only. They do not necessarily reflect the opinions of VCSC and are subject to change without notice. This report is provided, for information
purposes only, to institutional investors and retail clients of VCSC in Vietham and overseas in accordance to relevant laws and regulations
explicit to the country where this report is distributed, and does not constitute an offer or solicitation to buy or sell any securities discussed
herein in any jurisdiction. Investors must make their investment decisions based upon independent advice subject to their particular financial
situation and investment objectives. This report may not be copied, reproduced, published or redistributed by any person for any purpose
without the written permission of an authorized representative of VCSC. Please cite sources when quoting.

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by
VCSC issued by VCSC has been prepared in accordance with VCSC'’s policies for managing conflicts of interest arising as a result of
publication and distribution of investment research. Many European regulators require a firm to establish, implement and maintain such a
policy. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons”). This document must not be
acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is only
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons
regarded as professional investors (or equivalent) in their home jurisdiction. Australia: This material is issued and distributed by VCSC in
Australia to "wholesale clients" only. VCSC does not issue or distribute this material to "retail clients". The recipient of this material must not
distribute it to any third party or outside Australia without the prior written consent of VCSC. For the purposes of this paragraph the terms
"wholesale client" and "retail client" have the meanings given to them in section 761G of the Corporations Act 2001. Hong Kong: The 1%
ownership disclosure as of the previous month end satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for
Persons Licensed by or Registered with the Securities and Futures Commission. (For research published within the first ten days of the month,
the disclosure may be based on the month end data from two months prior.) Japan: There is a risk that a loss may occur due to a change in
the price of the shares in the case of share trading, and that a loss may occur due to the exchange rate in the case of foreign share trading. In
the case of share trading, VCSC will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed
price by the commission rate which was individually agreed between VCSC and the customer in advance. Korea: This report may have been
edited or contributed to from time to time by affiliates of VCSC. Singapore: VCSC and/or its affiliates may have a holding in any of the securities
discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures section
above. India: For private circulation only, not for sale.Pakistan: For private circulation only, not for sale.New Zealand: This material is issued
and distributed by VCSC in New Zealand only to persons whose principal business is the investment of money or who, in the course of and
for the purposes of their business, habitually invest money. VCSC does not issue or distribute this material to members of "the public" as
determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to any third party or
outside New Zealand without the prior written consent of VCSC. Canada: The information contained herein is not, and under no circumstances
is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of an offer to
buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities described herein in Canada
will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by
a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement
in the relevant province or territory of Canada in which such offer or sale is made. The information contained herein is under no circumstances
to be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that
the information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or
territory of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed judgment upon these materials, the information contained herein or
the merits of the securities described herein, and any representation to the contrary is an offence. Dubai: This report has been issued to
persons regarded as professional clients as defined under the DFSA rules. United States: This research report prepared by VCSC is
distributed in the United States to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as
amended) only by Decker&Co, LLC, a broker-dealer registered in the US (registered under Section 15 of Securities Exchange Act of 1934, as
amended). All responsibility for the distribution of this report by Decker&Co, LLC in the US shall be borne by Decker&Co, LLC. All resulting
transactions by a US person or entity should be effected through a registered broker-dealer in the US. This report is not directed at you if VCSC
Broker or Decker&Co, LLC is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You
should satisfy yourself before reading it that Decker&Co, LLC and VCSC is permitted to provide research material concerning investment to
you under relevant legislation and regulations.
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