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Hoa Phat sea port in Dung Quat Iron and Steel Complex, Quang Ngai Province, Vietnam



TOTAL ASSETS

175,409 VNDb

7,392 USDm

TOTAL EQUITY

96,438 VNDb

4,064 USDm

REVENUE

26,865 VNDb

1,132 USDm

EBITDA

3,511 VNDb

148 USDm

NPAT

383 VNDb

16 USDm
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(Nguồn dữ liệu:  Bản tin Hiệp hội Thép Việt Nam)

(*): Từ 2021 Hiệp hội thép bổ sung thêm thành viên 

Hoa Phat remained the leading position in the domestic construction steel and steel pipe

market with a market share of 33% for construction steel and 27% for steel pipes. Export steel

sales reached 15% of total group revenue.

Hoa Phat's consolidated revenue for Q1-2023 reached VND

26,865b, went down by VND 17,539b, equivalent to down

39% compared with Q1-2022 (VND 44,405b). Net profit after

tax (NPAT) was VND 383b, reduced by VND 7,823b,

equivalent to down 95% compared to corresponding period

(VND 8,206b).

Steel, as Hoa Phat's key operating segment, contributed the

largest proportion at 92% to consolidated revenue and 94%

to consolidated NPAT, followed by 6% from agriculture and

2% from real-estate segments in term of revenue.

Agriculture's NPAT this quarter accounts for 28% and is

offset by 34% from those of real-estate to consolidated

NPAT. 

BIỂU ĐỒ HRC

BIỂU ĐỒ THÉP XÂY DỰNG HÒA PHÁT VÀ THỊ TRƯỜNG VIỆT NAM

Hoa Phat's construction steel sale volume for Q1-2023 slightly

increased when total market remained unchanged compared to Q4-

2022

Q1-2023, Hoa Phat's total crude steel supplying to the market was 1.4 million tons, went up by

9% compared to Q4-2022, equivalent to 1.29 million tons. Consumption of construction steel

reached 870 thousand tons, hot rolled coil (HRC) reached 482 thousand tons. Steel pipe and

steel sheet sales volumes reached 160 and 67 thousand tons, respectively.

Q1-2023 financial performance 
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Financial Highlights

Q1-23 Q1-22 LTM2023 FY2022

Revenue VNDb 26,865      44,405      125,231    142,771    

COGS VNDb 24,912      33,950      115,608    124,646    

Gross profit VNDb 1,676        10,108      8,331        16,763      

Gross margin % 6% 23% 7% 12%

EBITDA VNDb 3,511        11,711      15,636      23,722      

EBITDA margin % 13% 26% 12% 17%

NPAT VNDb 383           8,206        621           8,444        

Net margin % 1.4% 18% 0.5% 6%

Total assets VNDb 175,409    170,336    

Total equity VNDb 96,438      96,113      

ROA % 0% 5%

ROE % 1% 9%
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The toughest time has passed but the road ahead is still rough for 

steel industry.

After Zero Covid's restrictions were removed in China, with expectation that supporting

policies would boost recovery in property market and thus, raise steel demand, in early 2023,

global steel price slightly increased, bringing some good signals to steel companies. Steel

profit margin has been somewhat improved, but not significantly, as the price of input

materials for the steel industry also under an uptrend. Hoa Phat Group's financial results are

considered to hit the bottom in Q4-2023 and began to recover gradually in Q1-2023 with gross

profit margin of 6% and net profit margin of 1.4%.

Domestic steel demand is weak due to idle real-estate market and obscure signal from

public investment in infrastructure. Steel prices temporarily went up on the increase of

steelmaking raw materials.
(Sources: https://www.hoaphat.com.vn/investor-relations/financial-report)

Vietnam's steel and other construction materials demand remained weak throughout the first

three months of 2023. This year the rebound momentum after Lunar New Year did not appear

as usual in previous years, reflecting very low absorption rate for steel of real-estate market

as well as public investment in infrastructure construction this year. Total construction steel

consumption of the whole Vietnam market in Q1-2023 was around 2.6 million tons, equivalent

to Q4-2022 - the lowest quarter in 2022. Hoa Phat's construction steel output increased

slightly by 6% from 820 to 870 thousand tons. 

According to the Vietnam Steel Association, the price of construction steel in most regions of

the world has increased by an average of 11% compared to the end of 2022. In the domestic

market, the price of construction steel also went up, following the general trend, but at a more

modest and cautious level. Rebar price increase by just 6% by the end of Q1-2023 and did

not fully return to Q1-2022 price. Steel price uptrend in Q1-2023 did not come from demand

growth but mainly arrived by the pressure on steelmaking input materials price including those

of iron ore, coking coal, scrap steel.

Hoa Phat's Q1-2023 steel revenue reached VND 24,573 billion, not as high as Q1-2022, but

also increased slightly by 4% compared to Q4-2022 (VND 23,738 billion).
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Payment barriers from sanctions applied to Russia make it impossible for many countries

including Vietnam to access the abundant coal source at good prices from this country,

leading to adjusted coal supply and demand relations. Coal prices began to rise again since

the beginning of 2023 after a decrease during the second half of last year. China's resumption

of coal imports with Australia in January this year after the freeze has accelerated the price

increase of this commodity from Australia. As of March 2023, coking coal price has increased

by more than 35% compared to the end of 2022. As coal imported from Australia contribute at

high proportion to both Vietnam and Hoa Phat's coal sources, coal cost in steel total

production cost remained sizable.

World market expectations for stronger steel demand in China have had a relatively rapid

impact on iron ore prices. At the same time, bad weather in Australia also partly disrupted the

operating capacity of the world's largest iron ore export center in this country, causing

temporary shortages. Iron ore prices have increased by about 15% in Q1-2023 from a

comfortable level maintained in the second half of 2022.

HOA PHAT GROUP

QUARTER SUMMARY - Q1-2023

Cost of goods sold is improved due to lower production costs and the reverse of 

inventory provisions in accordance with accounting regulation.

biểu đồ giá thép giảm (các nhịp giảm)

Steelmaking input materials market keep being unstable. Steel industry is facing many 

challenges from macro conditions and cannot get rid of difficulties quickly.

While Q1-2023 revenue from goods sold increased by VND 1,940b, equivalent to 7%, cost of

finished goods sold inversely went down by VND 1,859b, equivalent to 7% over those of

corresponding period. This is primarily due to the improvement in production costs. As the

high-priced coal was almost absorbed in the last quarters of 2022, coal proportion in

production cost was lowered. COGS pressure was. Besides, pressure on COGS was partly

eased by reverse of inventory provisions provided previously. In 2022, steel prices decreased

continuously from Q2 and got lower than production cost at some points of time, leading to

inventory provisions being made over the last three quarters of the year. Steel prices made an

U-turn at the begining of the year and keep increasing during Q1-2023, raising the net

realizable value (NRV) of most steel products higher over their cost, along with the decrease

in finished steel in stock volumes, which is the obvious basis to reduce the inventory

provisions balance from VND 1,242 billion at the end of 2022 to VND 288 billion as of March

31, 2023.
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The exchange rate is still high but the fluctuation band has been smaller. High-interest

rates increase the proportion of interest expenses in total financial expenses.

Hoa Phat reported financial expenses in Q1-2023 of VND 1,235 billion, a drop of 454 billion or

27% over Q4-2023. However, compared to the same period last year, this cost is still 11%

higher, with borrowing charges taking up the majority (74%), and the exchange rate losses

and other financial expenses accounting for only 26%.

Because the FED keeps raising interest rates this year to deal with inflation, USD interest

rates are still at a peak. The VND interest rate in this quarter moved in the opposite direction

as it decreased slightly compared to the end of last year, but still high because monetary

policy has not been loosened. Thus, despite having the same loan total, this quarter's interest

expense was 390 billion VND higher than it was during the same period last year, or 1.65

times more

After peaking at the end of November 2022 and suddenly reversing in the last weeks of 2022,

the USD price has so far remained at a high level, but has remained more stable than before

and is drifting gently downward. The fluctuation range of the USD exchange rate in the first

quarter of this year narrowed significantly compared to 2022, reducing exchange rate risk for

the Group. Q1-2023, Hoa Phat recorded a net gain on exchange rate difference of VND69

billion.

HOA PHAT GROUP
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The rise in steel prices in Q1-2023 were mostly caused by pressure on the price of raw

materials rather than an increase in demand. Thus, in early April 2023, the price of raw

materials started to progressively decline to represent the true status of the industry, which

also dragged the first declines in the selling price, as the momentary euphoria from the

expectation of the market recovering following China's opening evaporated. The materials

market still faces a number of dangers in addition to low demand when it hasn't returned to

stability. Thus, it can be observed that Hoa Phat's business results are steadily improving

when compared to the most challenging period in Q4-2022; but, given the current state of the

market, it cannot be expected to quickly recover to the time of 2021.
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Hoa Phat keeps tightening internal governance to stand firm in the

face of difficulties

In the condition of unstable coal and iron ore markets, Hoa Phat maintains tight control

of raw material inventories

Q1-2023 raw material inventory days increased slightly by 72 days from 61 days at the end of

2022 to prepare the entry for production resumption in the coming months but remained much

lower than the conventional three-month reserve period of 2021.The inventory balance on

31/03/2023 fell to more than 1.100 billion compared to 31/12/2022 due to a sharp decline in

finished products, reducing the share of finished products from 50% to 38%.

Keeping the proportion of foreign currency loans in USD at a moderate level

When the USD interest rate increases and is not expected to decrease in the short term, Hoa

Phat still prioritizes spending a larger proportion of loans in VND, partly reducing exchange

rate risk and at the same time reducing the burden of interest expense when the monetary

policy in Vietnam as well as the world shows no sign of loosening in the near future.

The steel industry still has potential long-term growth opportunities.

The rate of recovery is strongly dependent on macroeconomic

factors that contribute to reactivating the market.

The internal force of Vietnam's steel industry is robust, and people continue to have a high

demand for building, infrastructure development, and housing. However, in the short term,

whether steel demand in 2023 can recover quickly or not is depend a lot on macroeconomic

factors. Currently, Hoa Phat sees some optimistic signals from the general operating

mechanism that can help improve the stagnation of the real estate industry, thereby, reviving

demand for steel and other materials.
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Performing the tasks assigned by the Government to solving difficulties and promoting the real estate market of Vietnam, in April 2023, the State Bank

sent Official Letter 2308/NHNN-TD to commercial banks in order to officially launch the program of 120 trillion VND in credit support for investors and

buyers of social housing. This will contribute to boosting domestic construction steel demand.

The decision to extend for three years the application of safeguard duty on imported construction steel products help protect the domestic steel industry,

especially in the context of weak demand in general, which makes foreign steel enterprises are also looking for opportunities from the export market in

Vietnam.

Hoa Phat is putting all efforts on implementing the Hoa Phat Dung Quat II Iron and Steel Complex project

With positive market outlook in the long run, Hoa Phat is consistent with Dung Quat II project, keep tightening internal control to prepare financial

strength to ensure project implementation on schedule, ready to catch up with the demand when the market recovers. Hoa Phat is also starting to

expand its export activities for HRC to diversify its market in the future when HRC capacity increases.

New policies on taxes, credit, adjustments in corporate bond regulations are granted by Vietnam government to support the whole economy

in general and real-estate sector in particular.

In April 2023, Vietnam government approved the proposal by Ministry of Finance to reduce VAT from 10% to 8% (taking effect till the end of 2023) to

stimulate consumption and promote production and trading activities and ease the pressure from bad market on enterprises.

Also in this April, the State Bank of Vietnam has reduced its operating interest rates. Borrowing interest rates are expected to keep going down, which

lowers the burden on interest expense for enterprices and individuals, including real estate enterprises (the sector under highest interest rates) as well

as homebuyers.

Amendments and supplements to the corporate bond regulations are issued in Decree No. 08/2023/ND-CP dated March 5, 2023 and Circular

03/2023/TT-NHNN are expected create a more open credit corridor for real-estate companies in funding activities.

Public investment and supporting packages for the property sector are some bright spots expected to improve construction steel demand.

Steel import tariff has been extended for the next 3 years, protecting the domestic steelmakers against abroad.

Public investment in infrastructure contributes to a large proportion of construction steel consumption. The public investment package of 711 trillion

dong is considered as a motive force for Vietnam economy, improve construction steel demand while waiting demand from real-estate.

QUARTER SUMMARY - Q1-2023
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FINANCE DEPARTMENT - HOA PHAT GROUP
Investors Relationship Function

ir@hoaphat.com.vn 

+84 24 3974 7751

https://www.hoaphat.com.vn/
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DISCLAIMER

The information in this document is provided by the Investor Relations Function - Hoa Phat Group's Finance

Department for the purpose of disclosing information related to the Group's business results in the disclosing

period. This document may contain information predicting for the future, which involves in risks and uncertainties.

Forecasts are subject to change as a result of risks and unforeseen events in the future and may differ from

actual results.

This document has been prepared for reference purposes only. Hoa Phat Group is not responsible for any

decision made based on the information herein.
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