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The Covid-19 outbreak and Vietnam

Key study highlights


Vietnam is well prepared for the Covid-19 outbreak. The government’s bold
actions provided good results so far.



In our base scenario, we expect to see the virus under control in late Q2. Some
factors will make the combat against Covid-19 in Vietnam more effective; hence
the virus spread should be much more tamed than in other countries. As a
result, we think that Vietnam will be less affected than other global economies.



The Vietnamese economy will be mainly affected in H1/2020, but then will
expect a rather swift recovery in H2/2020. We revise down our GDP forecast for
2020 to 4.8% from 6.8% in our last report on January 2020. However, the impact
of the crisis and the recovery thereafter will be different among sectors. In
addition, we revise down our 2020 CPI forecast from 3.1% to 2.3% and change
our assumption from appreciation to a slight depreciation of the VND against
the USD because of the currently strong USD.





We revised 2020 earnings forecast for companies under our coverage. Based
on the degree of change compared to the pre-Covid19 forecast, we classify the
impact of the crisis on corporate earnings into three “ratings”: “Small” for change
of less than 10%; “Medium” for change of less than 20%; and “Large” for change
of >20%. Among the 10 sectors from the Top 100 companies based on their
market caps, there are 4 sectors, which have a “small” impact, 4 sectors have
a “medium” impact, and 2 sectors has a “large” negative impact on earnings.
The economic impact is real and widely different among sectors and companies.
With regard to the timing of stock purchases and given our base scenario, we
believe that from now until mid-April will be rewarding. We think that the
lockdown situation will be carefully removed from the middle of April. Also, by
that time, Q1 macro numbers will be out, and companies will update their
guidance taking into account the coronavirus-effect. The stock market will be
quick to factor in these negative surprises. If we do not see a second Covid-19
wave, the stock market should then resume its uptrend.
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Recap on the Covid-19 outbreak in Vietnam
The first stage of the outbreak of Covid-19 in Vietnam started from the Tet holiday at the end of January to February 13,
2020, as Vietnam reported 16 coronavirus-cases which all originated from China. The number of cases was unchanged
until March 6 when Vietnam reported case number 17, a person, who travelled from Europe to Vietnam. At this time, the
Vietnamese government announced the second stage of fighting the outbreak as the authorities found that the virus
originated from various sources than only from China.
By March 22, 2020, there were 94 reported infected cases with no fatality yet, and more than 36,000 people are under
quarantine. Vietnam’s Ministry of Health tracks all people who had exposure to infected patients, classifying them from F0
(the infected patient) to F5. F1 people are required to be quarantined at common places, while people within the F2 to F5
groups have to go into self-quarantine at their living places. As a result, all the confirmed cases can be traced back to the
origin.
The Vietnamese government is undertaking more efforts to fight Covid-19: Vietnam will not issue VISA’s for all foreigners
who want to enter Vietnam from March 15 to April 15 of 2020, regardless of their nationalities. All entertainment events,
movie theaters, bars in Ho Chi Minh city and Hanoi city are closed. The Formula 1 race was canceled. People are required
to wear masks at public places such as airports, bus stops, supermarkets, etc. Textile companies are asked to run full
capacity to provide enough masks for people, and any action taking advantage of the Covid-19 outbreak will be fined. The
Ministry of Health frequently sends messages to remind people washing their hands, wearing masks and avoiding to go to
crowed places. Clear instruction of what to do when having corona virus symptoms are also provided. The government
sponsors all testing, treatment fees for patients, but not for foreigners

Possible scenarios for the development of the Covid-19 outbreak in Vietnam
Two scenarios for the virus development in a global context
Our analysis is based on the latest view of McKinsey & Company on the virus outbreak in a global context. In the report
“COVID-19: Briefing note” on Mar 16, 2020, McKinsey pointed out two scenarios for the development of the corona-crisis:
-

First scenario: The Covid-19 virus is a seasonal disease. New cases in the Americas and in Europe will rise until
mid-April. Asian countries will peak – or have already peaked - earlier. Growth of the amount of new cases will
slow through a combination of national and local quarantines. While autumn of 2020 will likely see a resurgence of
infections, better preparedness should enable continued economic activity. Economic impact: large-scale
quarantines, travel restrictions and social-distancing measures will cause a sharp fall in consumer and business
spending until the end of Q2. This situation might continue until the end of Q3, depending on the size of the selfreinforcing measures. Global GDP in 2020 falls slightly.

-

Second scenario: The Covid-19 virus is not a seasonal disease. The cases of new infections in the Americas and
in Europe will not peak until May. Even countries that have been successful in controlling the pandemic will need
to maintain self-reinforcing measures. Economic impact: consumer demand suffers and the number of corporate
layoffs increases dramatically. The global economic damage is severe and can be compared with the economic
and financial crises in 2008-2009.

We decided to apply the first scenario as our base case for this report. We think that many countries will follow China’s way
to lockdown their countries to tame Covid-19. Hence, it should take about 1.5-2 months to see encouraging results. Since
the lockdown measures applied in Wuhan city on Jan 23, a mere 50 industrial enterprises have resumed work at the
beginning of March (according to the report of McKinsey). On March 17, according to Chinadaily.com.cn, over 90 percent

Page 2 of 13

March 22, 2020

Special report
Vietnam
of the major industrial enterprises in China - except for certain areas including Hubei province - have resumed work and
production.

The virus combat in Vietnam
Vietnam is still under “containment” as the government is aiming to stop the transmission belt to prevent the virus spread.
Unfortunately, the Americas and Europe, which are most important for the global economy, are behind the Asian countries
to fight the virus. Until recently, the virus was freely transmitted among communities. Now most countries are expected to
take serious measures to try to control the virus spread. They above all have to prevent an overload situation in their
healthcare systems (hospitals). As for Vietnam, there are some key natural factors that help in the combat against the
coronavirus:
-

Firstly, the powerful communist government that makes sure that the new regulations are strictly followed. Actually,
the Vietnamese government is receiving praise and credit from local people for its efforts. We think this is the
reason why China can control the outbreak so far, so Vietnam’s government should also be successful.

-

Secondly, the available facilities and infrastructure. Even though the Vietnam healthcare system is generally in
poor conditions, it has other valuable facilities to fight the Covid-19 virus: Vietnam is able to produce about 10,000
quick test kits per day for Covid-19, the test kits have results after two hours. In addition, more than 30 labs and
hospitals around the country can provide test services for Covid-19. The aggressive and sustained testing is a
powerful tool to fight the virus, demonstrated by the different developments in South Korea and in Italy.
Also, Vietnam has ample forces from policeman to military personnel that are ready to implement the government’s
strategy. The Vietnamese government also unveiled a plan to mobilize medical students, retired doctors and nurses
(which have mostly worked for state hospitals in the past). What’s more, various facilities such as schools,
hospitals, military areas, which are state-owned, can be used promptly.

-

Thirdly, Vietnam has a young population, and the country’s weather is tropical with high temperature and high
humidity. Young people are more resistant to the virus, have a lower death percentage and a shorter time for
recovery. The hot and humid weather restricts the spread of Covid-19.

-

Fourthly, 64% Vietnamese people are living in rural areas, while the percentage of citizens living in apartments is
very low (about 5-10% in Ho Chi Minh city – the largest city of Vietnam). Therefore, the quarantine measures are
more effective, and the usual lives of most Vietnamese people is less impacted.

As a result and based on our base scenario, Vietnam should reach the Covid-19 peak earlier than many other countries.
Therefore, we expect the economy here to be less affected as industrial and service activities should be resumed to almost
pre-Covid19 in late Q2/2020.
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Impact on the Vietnam economy
GDP
Based on the above, Vietnam’s economy will be affected in H1/2020, but then will see a solid recovery in H2/2020. However,
the implications are different among sectors.
We revise down our GDP forecast for 2020 to 4.8% from 6.8% in our last report on January 2020. The outbreak of Covid19 caused some disruption of economic activities in the three major sectors, causing us to alter earlier projections.
-

As for Sector I (agriculture, forestry and fishery), we maintain our latest forecast for a GDP growth rate at 2.0% as the
outbreak of the coronavirus is unlikely to cause any major impact on this sector.

-

For Sector II (industrial) we revise down our forecasted growth to 6.9% from 8.0%. We think that the two largest subsectors in this group, i.e. manufacturing and construction, will be affected quite seriously by the pandemic in H1/2020,
but will then enjoy a strong recovery in H2/2020. As a result, we forecast the manufacturing and construction subsectors to grow by 8.3% and by 6.0% in 2020, which is still reasonable, but less than expected earlier.

-

As for sector III (services), we cut our forecasted growth substantially to 3.4% from 7.0% in our last report. Some subsectors will be significantly affected, including retail, transportation, education, culture & sporting activities. The
shutdown of many parts of the economy and the absence of tourists will hit these sectors hard. Fitch estimates the
tourism industry, which is expected to recover strongly in H2, accounts for ~9.0% of the country’s GDP. On the other
hand, we think that some sub-sectors such as financial services or real estate should be less affected.
Sector I (Agriculture) +2.0% y/y
11.4%

13.3%
Sector II (Manufacturing and
Construction) +6.9% y/y

38.4%

36.9%

Sector III (Services) +3.4% y/y

Tax excluded Subsidy +6.0%
y/y

Inflation
We revise down our 2020 CPI forecast from 3.1% to 2.3%, mainly thanks to expected lower pork prices in the remainder of
2020 (but prices of food & foodstuffs, which account for 36% of the total CPI basket, increased considerably in Jan and Feb
of 2020). The government also guided firms to keep food prices stable to support consumers during the COVID-19 crisis. Lower
transportation costs thanks to lower gasoline prices and lower demand, are also weighing on the CPI. Also, education and
other entertainment services are likely to see lower prices due to a lack of demand.
Exchange rate
We change our view about the FX from a VND appreciation scenario to a depreciation outlook. Due to concerns of a global
economy slowdown, demand for USD has risen rapidly, strengthening the American currency, which has appreciated against
most currencies such as the BRL (-20.0% YTD), the AUD (-17.1% YTD), the KRW (-10.3%) etc. However, the VND was very
resilient, depreciating against the USD by 1.0% YTD only.
Page 4 of 13

March 22, 2020

Special report
Vietnam
The VND remained relatively strong thanks to increasing Foreign Direct Investment (FDI) inflow (2M/2020 disbursed FDI was
$2.5bn), healthy trade surplus (2M/2020 of $1.8bn), and its solid foreign currency reserve (a historical high of ~$80bn at the
end of 2019). Nevertheless, as the USD is strengthening, the State Bank of Vietnam(SBV) may have to slightly depreciate
VND to maintain its competitiveness.

Impact on the earnings of listed companies
A survey conducted among 506 consumers and 167 businesses in mid-February by Infocus, a Vietnamese market research
firm estimates a 13.5% decline in revenue in 2020 because of the Covid-19. In another survey that Infocus did prior to Covid19, it estimates that spending priorities in 2020 will be Transportation vehicles and Household utilities while the market for
most of the other goods has reached a more mature stage.

In this study, we contacted most of the companies that we cover to discuss on how this new situation is affecting their
businesses. As mentioned above, our base scenario is that the virus spread will be under control in most parts of the world
by late Q2. The economic impact of the outbreak of the coronavirus will widely vary among sectors and companies. We
classify the impact on the sectors into three ratings:
-

“Small” as this year’s earnings will change less than 10% compared to our last forecast.

-

“Medium” as 2020 earnings will decline from 10-20% compared to our last forecast.

-

“Large” as earnings will fall more than 20% compared to our last forecast.

Among the 10 sectors of the Top 100 companies in terms of market cap, there are 4 sectors, which have a “small” impact;
4 sectors, which have “medium” impact; and 2 sectors, which suffers a “large” earnings impact. The overall impact for the
Top 100 companies is a “Medium” rating, where earnings projections need to be lowered by about 18%. In sum, most
companies will suffer in H1/2020, before recovering in H2/2020.
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Last update on 28 February
Sector

2020F EPS growth

Consumer Discretionary
Consumer Staples
Energy
Financials
Health Care
Industrials
Information Technology
Materials
Real Estate
Utilities
Top 100

2020F P/E

19%
9%
20%
20%
10%
9%
24%
19%
16%
2%
15%

This report update
2020F EPS growth

8.5
14.2
9.2
8.6
14.1
9.0
8.7
6.2
15.3
9.5
10.5

1%
6%
-17%
6%
5%
-87%
18%
16%
-2%
-18%
-6%

Expected impact of Covid-19 on earnings

2020F P/E

% change of 2020F earnings Impact rating

10.0
14.6
13.3
9.7
14.8
74.6
9.2
6.4
18.1
11.8
12.9

-15% Medium
-3% Small
-31% Large
-12% Medium
-5% Small
-88% Large
-5% Small
-3% Small
-16% Medium
-20% Medium
-18% Medium

Please refer to Appendix 1 for a detailed analysis of the impact of Covid-19 on each sector and on companies.

Recommendation
The VN-Index declined by 26.3% YTD by March 20, 2020. The index lost 19.6% alone in March so far as the government
announced the second stage of the fight against Covid-19 on March 6.
The Vietnam’s stock market tends to exhibit a lot higher correlation with the global stock markets in a global event like the
pandemic we are seeing. On a YTD basis: The S&P 500 is down by 25.4%, the Nikkei by 28.6%. Regional market such as
the Philippines, Thailand, and Malaysia are down by 40.3%, by 29.4% and by 24.4%, respectively.
The average daily trading volume in March on the HOSE, Vietnam’s main stock exchange, increased by 20% compared
with YTD’s average daily trading volume, as demand picked up at lower prices. Most of the demand came from domestic
investors as foreign investors were still net sellers in the amount of $210mn MTD.
In this time of panic selling, we see come companies (REE, MWG, GMD) register to buy treasury shares and some insiders
also register to buy shares (VNM, HPG, NTP, MWG)
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The VN-Index is currently trading at a trailing P/E of 11.6x. We expect the 2020F EPS growth of the Top 100 to be -6.0%
(Pre-Covid-19 forecast was +15.0%). Based on the lower earnings estimates, the 2020F P/E will be 12.9x, in the low range
historically.
VNInde x
24

1,4 00

VNIndex Trailing P/E
Rolling 5 Yea r Average Trailing P/E

1,2 00

25 % Uppe r B and of Ro lling 5 Year Average
19

20 20F P/E

1,0 00
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Top 100: 2020F P/E: 12.9x
9
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On the back of discouraging sentiment, investors are very hesitant to buy shares as they fear further declines.
The economic damage is real, but it varies widely among different companies. We think that a good time to buy shares is
from now till mid-April, when the lockdown situation may be removed. All macro numbers will be out at that time, and
companies will provide updates on the impact of Covid-19 on their earnings. The market will factor in these numbers
immediately. We expect the market to trend up after the middle of April.
As most sectors on the Vietnamese stock market are not homogenous, we suggest to pick companies based on bottom-up
analysis. We buy the companies, which should be less affected by the corona crisis: which have sound financial positions,
are in the leading positions in their sectors, which enable them to seize even more market share during these times. In
addition, we like companies, which can maintain their high dividend yield.
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Appendix 1 - Impact of Covid-19 on each sector and on companies on Vietnam’s stock market
Banking
We think that the impact of COVID-19 on the banking sector is not too negative in terms of asset quality and profitability. In
mid-Feb, the government issued Circular 01/2020/TT-NHNN to support corporations affected by the pandemic. Specifically,
affected companies which incurred financial obligations from Jan 23, 2020 will enjoy a reduction of interest rates, an
extension of the payment deadline, and no change in the banks’ loan classification system. These supporting terms will
remain effective until 90 days after Vietnam announces that the pandemic is controlled. As a result, the asset quality of the
banks should remain stable in H1/2020. However, bad debt pressure is likely to rise in the second half of this year, when
the regulation expires. There is a high likelihood that some firms will be unable to recover, but we think banks are able to
handle such situations thanks to better capital adequacy.
In terms of profitability, banks may deliver only marginal profit growth in H1/2020 due to weaker credit demand from
corporations and due to lower transaction fees to support clients. The net interest margin (NIM) of the sector is expected to
remain unchanged from the same period of last year despite lending rate reductions. The reason is that the SBV has cut the
cap for less than 6-month deposits by 25 bps, and many commercial banks already lowered rates of longer tenors. As a result,
banks, which have lower funding costs may outperform in the first half of 2020 (private banks). Moving into H2/2020, the
sector’s earnings outlook is better as we think the pandemic will be controlled and credit demand will rebound.
We talked to the management of our investee, Techcombank (TCB). It said that the impact of Covid-19 on the bank is likely
not as significant as on other banks because TCB’s exposure to tourism, to hospitality, and to the airline sector is minimal.
We think that TCB will outperform most of its peers in H1/2020 thanks to low funding costs and the best in class operating
efficiency (cost to income ratio of 34.7% vs 41.4% of the sector average). But also when credit demand recovers in H2/2020,
TCB should continue to do well as the bank is likely to get a higher credit limit thanks to its outstanding capital adequacy
Non-banking financial services
Brokerage: the stock market fell by 26.3% YTD; nevertheless, trading volume improved compared to last year. Therefore,
we do not expect brokerage activities to be significantly affected. However, other income sources such as margin lending
or investment banking (IB) are likely to be hit as their proprietary investments may have to take provisions due to significantly
fallen stock prices and the current environment is unfavorable for corporate finance advisory activities. The situation here
may improve in H2 when the coronavirus outbreak is controlled and companies resume their financing plans for expansions.
Insurance: Due to the slowdown of the economy, there is less disposable income for insurance premiums, while expenses
may increase if the outbreak becomes more complicated and if casualties rise dramatically.
Real Estate
We expect the Covid-19 outbreak to have a significant negative impact on real estate developers, especially for property
developers, which are specialized on luxury, high-end residential products and resort products. The impact should be less
severe or even minimal for companies that are engaged in affordable and mid-end residential products.
Before the Covid-19 outbreak, Vietnam’s real estate developers encountered difficulties to get construction licenses to open
sales as the authorities limited the new licenses to combat corruption. As a proxy, the primary supply of apartments in Ho
Chi Minh city was down by 13% y/y. What was more, most of the supply came from one mega project of Vinhomes (VHM).
As a result, the average primary prices rose more than 10% across all segments. In contrast, the demand for affordable and
mid-end residential products is real, while there is much speculation in the high-end and luxury segments and other products
such as resort products. The Covid-19 outbreak is already reducing the demand from foreign and retail investors,
dampening the speculation in the high-end real estate market. Real estate prices may actually start to decline in these
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sectors and demand is expected to remain weak, most likely during all 2020. On the other hand, we expect prices for the
mid-end and affordable segments to remain stable as the demand is organic, while the supply may still be limited.
Accordingly, we expect so see a significant negative impact on profitability of large listed companies in the real estate sector
such as Vingroup (VIC), Vinhomes (VHM), Novaland (NVL), as these companies are specialized in the high-end segment
for residential products and for resort products. Vincom Retail (VRE), which provides shopping mall areas, is likely to be
sharply affected due to the decrease of leasing prices and as people will avoid crowded areas such as shopping malls on
the back of the virus outbreak. In terms of solvency risk, NVL and VIC are highly leveraged with a D/E ratio of 1.9x and of
1.0x respectively, while the other companies have a lower leverage with a D/E below 0.5x.
As for our covered companies, Thu Duc House (TDH) should be minimally affected, and we expect no change in the bottom
line of the company in 2020. All its ongoing projects, which are mid-end apartment projects, are completely sold; the largest
challenge for its in the pipeline projects is to get the necessary construction licenses. The company now hopes that the
virus outbreak will make the authority more supportive.
As for Dat Xanh Group (DXG), the virus outbreak may delay its sales opening for new projects. The process of handling
sold projects may also last longer and could affect the booking time. In addition, the company’s real estate brokerage
business is expected to be affected due to weak market sentiment. We forecast DXG’s brokerage revenue to decline by
20%. Selling prices for its new projects might fall by as much as 10%, causing a 16% lower 2020 net profit compared to our
last projection. However, DXG has also a large upside potential as soon as the authority’s policy to limit new construction
licenses is lifted.
Both TDH and DXG have only a moderate financial leverage with a D/E ratio of 0.5x for both. There should be no solvency
issue.
Consumer staples
Generally, we think there is no major negative impact on companies that we cover in the consumer staples sector. However,
we believe there are some trends/implications for the industry both in the short-term and in the long-term.
Short term: Spending on eating and drinking (F&B) outside the home will be substantially lower due to the coronavirus
outbreak. However, products used for in-house consumption are expected to enjoy good growth. Healthy food such as milk,
yogurt, fruit juices that help to increase immunity should sell well. Consumers might also tend to stock instant food such as
instant noodles, sausages, snacks, etc. Therefore, we think that the impact of Covid-19 on companies such as VNM, QNS
and MCH will be neutral to even slightly positive.
In the medium- to longer term: The Covid-19 outbreak might accelerate some emerging trends that we already saw in 2019.
For example, we think that e-commerce activities will become more popular thanks to their convenience and thanks to the
advantage of having less physical contact. Therefore, we think that VNM will benefit from this trend as it already has an
online shopping channel in place.
As for Sabeco (SAB), both the COVID-19 outbreak and the recent Decree issued by the government, which bans drivers
from drinking alcohol, will impact the company’s profitability significantly. On-premise sales accounts for over 70% of the
company’s sales. Additionally, it takes time for people to change their behavior to take public transport when dining out. As
a result, 2020 is likely to be a disappointing year for SAB, where sales and earnings could fall between 15-20%. However,
like other big companies in the consumer staples sector, SAB maintains a healthy financial position with a high level of cash
and a low debt level, which is crucial to weather the current crisis.
Consumer discretionary
The sector is likely to face a significant negative impact in the short-term: Customers may delay spending as they tend to
cut not discretionary demand in uncertain times and unclear future perspectives. In such situations, in general, people are
saving more and spending less.
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The sector is heterogenous, the two largest companies here are Mobile World (MWG, a mobile and electronic devices retail
store chain) and Phu Nhuan Jewelry (PNJ, a jewelry retail store chain). In addition to the spending cuts, people tend to shift
to online shopping rather than to go to the stores, which puts these companies under additional pressure. Even though
MWG and PNJ can provide online shopping services, the competition here is very fierce as many competitors are
internationally well-known and financially strong companies. As a result, we expect earnings of MWG and PNJ to be weak
in H1/2020, but they should improve in H2/2020.
As for Da Nang Rubber (DRC, a tire maker), the company can now source the input material normally after some interruption
in the first two months due to closed factories in China. However, the company is facing a sudden decline in domestic tire
demand as distributors are reducing their orders in expectation of lower transportation demand going forward. In addition,
export activities to the US and to Malaysia are affected as some of US states recommend people to stay at home and as
many businesses are temporarily closed. Malaysia even took more drastic steps and decided to lock down the country for
two weeks. On the back of the current lockdown situations in many parts of this world, we expect transportation and tire
demand to decline in 2020. As for DRC, we think that sales volume will fall by 10% for both the domestic and the export
market (previously we forecasted volume to decline by 5% for the domestic market and to increase by 10% for the export
market). As a result, DRC’s 2020 net profit is expected to be lower by 15% yoy (down from a decline of 4% yoy in our last
report).
Industrials
The two largest companies here are two airline companies, namely Vietnam Airlines (HVN) and Vietjet Aviation (VJC). As
for Vietnam Airlines (HVN), the company is likely to suffer a pretax loss of VND 4,400bn in 2020, compared to a pretax profit
of VND 1,500 bn in 2019. By the end February, 40 out of 100 of HVN’s aircrafts were not in use, and this number may have
reached 70-80% at present as more and more airlines to stay grounded. As for VJC, the company doesn’t provide numbers
or comments on the impact of Covid-19. However, the negative impact is likely to be even larger than at HVN as 78 of its
79 aircrafts are leased (HVN leases 54 of its 100 aircrafts). Hence, the company’s fixed costs are much higher. About 60%
VJC’s routes are international services (50% for HVN). The current crisis raises questions about the solvency of these
companies, including their going concern status. VJC with its significant leasing obligations is especially vulnerable.
As for the seaport operator sub-sector, we do not expect much negative impact from the coronavirus crises. In the first two
months of this year, total volume of all ports in Hai Phong city was up by about 5% yoy. But the whole increase came from
the Lach Huyen deep seaport, while all other ports reported a decline of about 5%. In our covered list, we have Viconship
(VSC), whose volume was down by about 5% in the first two months mainly due to lower volume from China. In March so
far, the China-related volume is recovering, but the volume related to European and to the US is affected. According to
management, the number of vessels that come to VSC’s ports should remain unchanged till the end of March. But if the
lockdown situation in many parts of this world carries on, shipping companies will need to re-schedule their fleets to adjust
to lower volume due to lack of manufacturing demand and also due to lack of labor force. However, this extraordinary
situation is limited to the lockdown period. Thereafter, traffic should rebound. Hence, the financial impact for the whole 2020
should be relatively small. In our last report, we expected unchanged in container VSC’s total volume throughput in 2020,
so net profit was projected to increase 21.4% yoy. In this report, we assume the lockdown situation to extend to end of
Q2/2020, then VSC’s total volume should go down 8% yoy and its net profit for 2020 should grow 12.4% yoy.
As for the construction materials sub-sector, we do not observe any negative impact from the crisis so far. It is not affected
by the unstable import/export activities as these companies mostly concentrate on the domestic market. But the current
containment efforts from the Vietnamese authorities may slow or delay construction demand in the short-term. The bright
spot however is that we expect Vietnam’s government to simulate infrastructure investments and to remove the obstructions
for the real estate market to support the economy. As a result, we project a slight slowdown in volume of these companies
in H1/2020, but the impact for the whole year should be minimal thanks to the expected strong recovery in H2/2020, also
driven by the support of the government.
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Plastic pipe maker Binh Minh Plastic (BMP) reported a minimal impact on sales in the first two months of 2020. In general,
demand stays healthy. But as the number of infected cases in Vietnam increases, housing demand will be affected in shortterm as people will avoid direct contact and construction might even be stopped. In that case, smaller producers will be quite
vulnerable as their profitability and financial position are not as strong as BMP’s. Such a constellation will provide BMP the
opportunity to gain more market share. We think that BMP’s sales volume in Q2 will be somewhat down, but should quickly
recover in subsequent quarters. Overall, the impact on earnings will be small in our view (below 5%). The company is
fundamentally very sound: at the end of 2019, total cash and short-term investments accounted for 24.2% of total assets, D/E
and D/A were at 0.02x and at 0.02x respectively.
Plastic pipe maker Tien Phong Plastic (NTP). We couldn’t reach the company yet, but judging from BMP’s situation, we
think the impact of Covid-19 on NTP’s sales volume will be rather small, too (below 5%): sales growth in Q1 is still good,
but is expected to decline in Q2, before rebounding strongly in Q3 and in Q4. Although NTP uses more leverage than BMP,
the current D/E and D/A at the end of 2019 were reasonable in our view (0.6x and 0.3x, respectively). The EBITDA/I ratio
in 2019 was strong at 6.1x.
Materials
Steel maker Hoa Phat Group (HPG). we think that the Covid-19 outbreak will affect HPG’s profitability in short-term. But the
crisis will offer the company a good opportunity to seize more market share from other small steel competitors, which were
financially vulnerable even before the Covid-19 outbreak and now might even go out of business. By the end 2019, HPG
nearly finished all investments at its Dung Quat steel complex with total capex of VND 50 trillion. HPG has moderate financial
leverage with a D/E ratio of 0.8x and a D/A ratio of 0.4x
In the first two months of 2020, HPG reported a decline of about 15% in construction steel volume as its customers (the
distributors) postposed orders due to Covid-19 and as construction demand was still rather low after the Tet holiday by the
end Jan. We expect HPG’s volume to expand strongly when the country’s construction resumes to a normal pace in
subsequent quarters. Also, HPG should benefit if Vietnam’s government will simulate infrastructure investments and remove
obstructions for the real estate market to support the Vietnamese economy. In general, we believe that the impact from the
virus outbreak on HPG will be minimal in 2020.
Fertilizer producer Phu My Fertilizer (DPM). After some discussions with the DPM’s management, we expect a small decline
in sales volume, but the impact of Covid-19 should be relatively small because: 1) the domestic urea consumption is
expected to remain robust. Urea fertilizers are mostly used for growing rice, and the domestic rice consumption accounts
for 85 – 90% of the total rice production. Rice is also the essential food in Vietnamese’s daily meal. 2) Urea imports currently
amount to 300k – 400k tons per year, accounting for around 15% of the annual urea demand. In case that domestic demand
would suffer due to Covid-19, DPM could cut import volume. Vietnamese farmers usually favor DPM’s product thanks to
their long-established brand name as well as its good post-sales services. 3) the situation will have a bigger negative impact
to other domestic producers, which operate at much less efficiency than DPM.
On the input side, the company can benefit from lower gas prices. The company has a strong financial position: At the end
of 2019, net cash reserves amounted to VND 2,771bn (USD 119mn), D/E and D/A ratios were at 0.2x and at 0.1x,
respectively. All in all, the overall impact on DPM’s business is positive and we retain our last forecast for 2020 earnings.
Industrial paper producer Dong Hai Ben Tre (DHC). The company has a very strong performance in 2M/2020. However, as the
Europe and U.S, where DHC sources Old-Corrugated Cardboard (OCC, main raw material) imposed lockdown last week,
some orders for May delivery onward are being cancelled due to restricted OCC collection and sea transportation. The company
has been forced to seek alternative sources of supply domestically as it faces overseas supply shortage; DHC's supply mix,
prior Covid-19 was 50:50 domestic and overseas respectively. The management thinks that this is a short-term shock and if
lockdowns are lifted in May, the problem will be eased in Q3. We retain our current profit forecast for 2020. D/E and D/A are
strong at 0.6x and at 0.3x, respectively.
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We talked to the managements of the companies where we are invested, namely to Hau Giang Pharmaceutical (DHG) and
to Imexpharm (IMP). In short, the positive impacts form the coronavirus crises are likely to offset the negative ones.
Overall healthcare demand is on an upward trend. Nevertheless, sales in hospitals and pharmacies diverges in trends.
Sales in ETC decelerated slightly as less severe patients are delayed of checkups/ operations to reduce the healthcare load
as well as to avoid the higher possibility of getting infected in a hospital. Meanwhile, sales in OTC accelerates as people
with chronic diseases such as diabetic, high blood pressure purchase medicine in pharmacies with old prescriptions.
Moreover, people stock up general medicines such as fever/pain relief, multivitamins, eye drops, etc. to prevent Covid-19.
DHG has a higher proportion of sales in pharmacies (90% vs. IMP 30%). Nevertheless, IMP has more production from its
high-standard factories this year, and thus its hospital sales will be supported.
On the input material side, both companies have raw material inventories for their production till the end of Q2. DHG’s and
IMP’s managements told us that suppliers from China, India, and Europe have communicated to honor their orders for the
remainder of this year. Manufacturing of Active Pharmaceutical Ingredients (API’s) in China has resumed and shipments
from China to Vietnam are running smoothly again although they take some days more due to disinfection work by Vietnam’s
customs.
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