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DRC – Global macro headwinds weigh heavily on 2026 business outlook 

 DRC’s Q2-2026 results beat our expectation by 22%, with net revenue reaching VND1,176 bn (+1.8% QoQ, -14.6% YoY) and net 
profit after tax of VND32 bn (+95.5% QoQ, flat YoY), still benefiting from low-cost inventory carried over from Q1-2026. Input 
material costs continued to trend favorably YoY, including natural rubber (-3.3% YoY), synthetic rubber (+1.5% YoY), chemicals 
such as sulphur & silica (-0.7% YoY), carbon black (-14.1% YoY), and steel cord (-6.4% YoY). DRC’s three-month inventory policy 
allows raw material cost declines to flow through to gross margin relatively quickly (with a lag of approximately one quarter). 

 DRC is trading at a reasonable valuation with a trailing PE of 13.0x and a 2026 forward PE of 15.5x, in line with the industry average 
of 13.0x. This is particularly notable given that the Company’s net profit after tax is expected to decline 22% in 2026 (in our view), 
as the key growth driver (domestic bias tires tracking industrial production) remains insufficient to offset pressure from elevated 
rubber/sulphur/steel prices and rising doubtful receivables in international markets, which have pushed net margin to a 15-year 
low. DRC has also released its Q3-2026 business plan, which aligns with our view above, targeting net revenue of VND1,132 bn (-
3.7% QoQ, -8.3% YoY) and pretax profit of VND30 bn (-25.0% QoQ, -40.2% YoY). 

 Q2-2026 results exceeded our expectation, still benefiting from low-cost inventory 

Net revenue reached VND 1,176 bn (+1.8% QoQ, -14.6% YoY), missing our expectation by 8%. Details are as follows: 

 Bias tire segment (mainly domestic), recorded VND 303 bn (-3.2% YoY), missing our expectation by 19%. DRC typically sees a 
seasonal peak in domestic sales in Q2 aligned with the industrial and construction upcycle; however, the peak may have shifted 
to Q1-2026 (+29.9% YoY) instead of this quarter. 

 TBR tire segment (mainly export), reached VND 736 bn (-17.4% YoY), missing our expectation by 7%. Within this, export markets 
(accounting for 66% of segment revenue) declined 29.2% YoY. US dealers (accounting for 44.0% of segment revenue) have taken 
a more cautious approach to inventory than expected, driven by changes related to global tariffs (Section 301 – Table 3, 4) 
alongside intense competition from low-priced Cambodian tires (*) – which, in our view, has emerged as the new transshipment 
hub for Chinese tires into the US, replacing Thailand. Regarding the Middle East conflict, DRC order flows in Q2-2026 remained 
constrained, similar to Q1-2026, in the Egyptian market and certain Middle Eastern countries (accounting for 10.0% of segment 
revenue). 

(*) In terms of import value of radial truck & bus tires (TBR) into the US market in the first five months of 2026, Cambodia was the only 

country posting double-digit growth (+13.5% YoY) and entered the Top 4. Meanwhile, Vietnam slipped to 5th place with disappointing 

YoY growth of 14.6%. 

 PCR tire segment, posted VND 37 bn (-58.1% YoY), in line with our expectation. Sales volume reached 44 thous tires (-70.6% YoY). 
PCR tire consumption in 6M-2026 only reached 50.0% of the prior-year level (per DRC), due to the absence of new overseas orders 
(which normally account for 80.0% of this segment’s revenue). 

Net profit after tax reached VND 32 bn (+95.5% QoQ, flat YoY), beating our expectation by 22%. This translated into a net 
margin of 2.7% (+129bps QoQ, -37bps YoY), supported by continued low-cost inventory benefits carried over from Q1-2026 and 
average selling price increases. Specifically: 

 Gross margin, expanded to 18.4% (+236bps QoQ, +772bps YoY), driven by favorable raw material costs versus the prior year: 
natural rubber (-3.3% YoY), synthetic rubber (+1.5% YoY), chemicals such as sulfur & silica (-0.7% YoY), carbon black (-14.1% YoY), 
and steel cord (-6.4% YoY). DRC's maintenance of a three-month inventory policy allows the decline in raw material costs to be 
quickly reflected in its gross margin (with a lag of approximately one quarter). 

 Selling & general administrative expense ratio, stood at 13.8% of net revenue, similar to the record high in the previous quarter 
and +518bps YoY, due to an unusual additional VND 128 bn in other expenses related to increased provision for doubtful debts. 
This stemmed from DRC’s adjustment of bad debts by an additional VND 349 bn at original value and VND 221 bn at recoverable 
value, primarily from two export customers — Oceanside and D-Force. Notably, these two customers accounted for 76.1% of 
DRC’s total trade receivables, and the company has now made 100% provision for doubtful debts on both. 

 Net finance income, recorded a loss of VND 15 bn (vs. a loss of VND 5 bn in the same period last year), also weighing on Q2 net 
profit. This was mainly due to lower forex gains amid a more stable exchange rate and rising interest expenses in a high interest 
rate environment. 
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Table 1: Import value of transport tire in US   
 Figure 1: Import value of transport tire in Vietnam from 

China   

Đơn vị: Triệu USD 2024 2025 5M-2026 

Vietnam 294 328 280 

YoY growth 58.1% 11.6% -14.6% 

Thailand 809 703 468 

YoY growth 19.9% -13.1% -33.4% 

Cambodia 155 282 320 

YoY growth 314.4% 81.9% 13.5% 

Japan 293 355 328 

YoY growth -24.7% 21.2% -7.6% 

Canada 419 435 462 

YoY growth 13.2% 3.8% 6.2% 

China 82 91 46 

YoY growth -16.3% 11.0% -49.1% 

Total 2,992 3,202 2,648 

YoY growth 12.8% 7.0% -17.3% 
 

 

Source: Trademap, RongViet Securities  Source: Trademap, RongViet Securities 

  
Figure 2: Trend of natural rubber and synthetic rubber 

input prices used in DRC’s production (VND mn/ton) 

 Figure 3: DRC has maintained a 3-month inventory 

policy since 2024 

 

 

Source: DRC, RongViet Securities  Source: DRC, RongViet Securities 
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Table 2: DRC results in Q2-2026 (VND bn) 

  Q2-2026 Q1-2026 +/-QoQ Q2-2025 +/-YoY 

Net revenue 1,176 1,155 1.8% 1,377 -14.6% 

Bias Transport/Bus tire  246 271 -9.1% 254 -3.2% 

Radial Transport/Bus tire (TBR) 689 666 3.3% 834 -17.4% 

Radial passenger car tire (PCR) 37 44 -16.1% 89 -58.1% 

Others 204 173 17.7% 200 1.7% 

Gross profit 217 186 16.7% 155 40.3% 

Selling expenses -90 -59 52.5% -99 -9.4% 

G&A expenses -68 -100 -31.6% -19 255.0% 

EBIT 59 27 116.5% 36 63.3% 

Income from affiliates  0 0  0  

Net finance income -19 -10 -VND 9 bn 1 -VND 20 bn 

Other profit  -0 0 -392.7% 0 -206.8% 

Profit before tax 40 18 126.7% 37 7.1% 

Corporate income tax  -8 -1 481.1% -5 56.0% 

Net profit after tax 32 16 96.2% 32 -0.8% 

Gross margin 18.4% 16.1% 236bps 11.2% 722bps 

Selling exp/Net sales 7.7% 5.1% 254bps 7.2% 44bps 

G&A exp/Net sales 5.8% 8.6% -283bps 1.4% 440bps 

EBIT margin  5.0% 2.3% 265bps 2.6% 238bps 

Net margin 2.7% 1.4% 130bps 2.3% 38bps 

Source: DRC, RongViet Securities 

 Table 3: Description of tariffs imposed on Vietnamese truck & bus tires by the US 

Tariff type Heavy trucks (HS 4011.20) Light trucks (HS 4011.10) Effective period 

MFN tariff 4% 4% 2001 to present 

Anti-dumping duty (AD) 0% 0% (DRC, CSM) 22.3% (FDI entities with 
Chinese factors) May 2021 to present 

Countervailing duty (CVD) 0% 0% (DRC, CSM) 7.89% (FDI entities with 
Chinese factors) May 2021 to present 

Section 301 tariff 12.5% 12.5% From July 2026 

Total tariffs applicable to DRC 16.5% 16.5%  

Source: RongViet Securities. Based on the official announcement by USTR dated July 23rd, 2026 (effective from July 24th, 2026), immediately after the expiration of 

Trump’s reciprocal tariffs. 

Table 4: Summary of Section 301-related tariffs on truck & bus tires (excluding aircraft tires) from the US 

Country Additional Section 301 rate Application method Notes 

Cambodia 10% Stacked on top of MFN tariff 
Included in the group of 17 
economies subject to 10% 

Canada 10% Stacked on top of MFN tariff (with USMCA exceptions for 
certain items) 

Included in the 10% group 

Japan 12.5% (including MFN) Total (MFN + Section 301) = 12.5% if MFN < 12.5%. If MFN ≥ 
12.5%, Section 301 = 0% 

Special treatment for Japan, South 
Korea, Switzerland 

Vietnam 12.5% Stacked on top of MFN tariff 12.5% group 

China 12.5% 
Stacked on top of MFN tariff + existing Section 301 tariffs (if 
any) 12.5% group 

Source: RongViet Securities. Based on the official announcement by USTR dated July 23rd, 2026 (effective from July 24th, 2026), immediately after the expiration of 

Trump’s reciprocal tariffs.  
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Valuation context 

The ongoing benefit from low-cost inventory has helped DRC mitigate the negative impact on profitability from challenging export 
conditions (higher bad debt provisions and lower export sales) in the first half of 2026. Entering the second half of 2026, the trend is 
expected to partially reverse as rubber prices have risen sharply since April-2026, eroding margins. However, the absence of further 
bad debt provisioning (as DRC has already fully provided for the two large customers mentioned above) should give some support 
to earnings. 

Overall, DRC is trading at a reasonable valuation with a trailing PE of 13.0x and a 2026 forward PE of 15.5x, in line with the industry 
average of 13.0x, particularly given that the Company’s net profit is expected to decline 22% in 2026 (in our view). This reflects limited 
support from the key growth driver (domestic bias tires tracking industrial production), which is insufficient to offset pressure from 
elevated rubber/sulphur/steel prices and rising doubtful receivables in international markets that have pushed profit margins to a 
15-year low.  

DRC has also released its Q3-2026 business plan, which aligns with our view above, targeting net revenue of VND1,132 bn (-3.7% 
QoQ, -8.3% YoY) and pretax profit of VND30 bn (-25.0% QoQ, -40.2% YoY). 

Global macro headwinds — including geopolitical instability in the Middle East, dealers’ caution on inventory ahead of U.S. tariff 
uncertainty, rubber prices remaining elevated following the earlier La Niña season, and full provisioning for doubtful receivables 
from two major customers — are expected to ease moderately, supporting a more constructive operating environment for the 
Company from 2027 onward. We will provide detailed updates on our target price and revised revenue/earnings forecasts for DRC 
in subsequent reports. 

Table 5: Valuation landscape of global tire manufacturers 

 
+/-stock price 

YTD 
PE trailing 

PE forward 
2026 

5-year average 
PE 

Sailun (China) -13% 13.0 9.1 14.1 

Guizhou Tyre (China) -17% 8.9 7.5 10.6 

Aeolus Tyre (China) -24% 15.1 10.2 19.0 

Triangle Tyre (China) -7% 10.6 9.1 11.2 

Caosumina (Vietnam) 5% 25.7 NA 20.4 

Caosudanang (Vietnam) -26% 13.0 15.5 11.4 

Industry median  13.0 9.1 12.8 

Nguồn: Bloomberg, CTCK Rồng Việt 
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DISCLAIMERS 

This report is prepared in order to provide information and analysis to clients of Rong Viet Securities only. It is and should not be construed as an offer to 
sell or a solicitation of an offer to purchase any securities. No consideration has been given to the investment objectives, financial situation or particular 
needs of any specific. The readers should be aware that Rong Viet Securities may have a conflict of interest that can compromise the objectivity this research. 
This research is to be viewed by investors only as a source of reference when making investments. Investors are to take full responsibility of their own 
decisions. VDSC shall not be liable for any loss, damages, cost or expense incurring or arising from the use or reliance, either full or partial, of the information 
in this publication. 

The opinions expressed in this research report reflect only the analyst's personal views of the subject securities or matters; and no part of the research 
analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or opinions expressed in the report. 

The information herein is compiled by or arrived at Rong Viet Securities from sources believed to be reliable. We, however, do not guarantee its accuracy or 
completeness. Opinions, estimations and projections expressed in this report are deemed valid up to the date of publication of this report and can be subject 
to change without notice.  

This research report is copyrighted by Rong Viet Securities. All rights reserved. Therefore, copy, reproduction, republish or redistribution by any person or 
party for any purpose is strictly prohibited without the written permission of VDSC. Copyright 2022 Viet Dragon Securities Corporation. 

IMPORTANT DISCLOSURES FOR U.S. PERSONS 

This research report was prepared by Viet Dragon Securities Corp. (“VDSC”), a company authorized to engage in securities activities in Vietnam.  VDSC is not 
a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence 
of research analysts.  This research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from registration 
provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). 

Additional Disclosures 

This research report is for distribution only under such circumstances as may be permitted by applicable law.  This research report has no regard to the 
specific investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient.  This research report is 
not guaranteed to be a complete statement or summary of any securities, markets, reports or developments referred to in this research report.  Neither 
VDSC nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or 
opinion in this research report or lack of care in this research report’s preparation or publication, or any losses or damages which may arise from the use of 
this research report. 

VDSC may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of 
VDSC. 

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks.  The securities 
of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission.  Information on such non-
U.S. securities or related financial instruments may be limited.  Foreign companies may not be subject to audit and reporting standards and regulatory 
requirements comparable to those in effect within the United States. 

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other 
than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related 
financial instruments. 

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by VDSC with respect to 
future performance.  Income from investments may fluctuate.  The price or value of the investments to which this research report relates, either directly or 
indirectly, may fall or rise against the interest of investors.  Any recommendation or opinion contained in this research report may become outdated as a 
consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and 
forecasts, assumptions and valuation methodology used herein. 

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior. 

 

RESEARCH DISCLOSURES 

 

Third Party Research 

This is third party research. It was prepared by Rong Viet Securities Corporation (Rong Viet), with headquarters in Ho Chi Minh City, Vietnam. Rong Viet is 
authorized to engage in securities activities according to its domestic legislation. This research is not a product of Tellimer Markets, Inc., a U.S. registered 
broker-dealer. Rong Viet has sole control over the contents of this research report. Tellimer Markets, Inc. does not exercise any control over the contents of, 
or the views expressed in, research reports prepared by Rong Viet. 
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Rong Viet is not registered as a broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports 
and the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” and other “U.S. institutional 
investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange 
Act”). 

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information 
provided in this research report should do so only through Tellimer Markets, Inc., located at 575 Fifth Avenue, 27th Floor, New York, NY 10017. A 
representative of Tellimer Markets, Inc. is contactable on +1 (212) 551 3480. Under no circumstances should any U.S. recipient of this research report effect 
any transaction to buy or sell securities or related financial instruments through Rong Viet. Tellimer Markets, Inc. accepts responsibility for the contents of 
this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. 

None of the materials provided in this report may be used, reproduced, or transmitted, in any form or by any means, electronic or mechanical, including 
recording or the use of any information storage and retrieval system, without written permission from. 

Rong Viet is the employer of the research analyst(s) responsible for the content of this report and research analysts preparing this report are resident outside 
the U.S. and are not associated persons of any U.S. regulated broker-dealer. The analyst whose name appears in this research report is not registered or 
qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of Tellimer Markets, Inc. and, 
therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

Tellimer Markets, Inc. or its affiliates has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not 
received compensation for investment banking services from the subject company in the past 12 months, and does not expect to receive or intend to seek 
compensation for investment banking services from the subject company in the next three months. Tellimer Markets, Inc. has never owned any class of 
equity securities of the subject company. There are no other actual, or potential, material conflicts of interest of Tellimer Markets, Inc. at the time of the 
publication of this report. As of the publication of this report, Tellimer Markets, Inc. does not make a market in the subject securities. 

About Tellimer 

Tellimer is a registered trade mark of Exotix Partners LLP. Exotix Partners LLP and its subsidiaries ("Tellimer") provide specialist investment banking services 
to trading professionals in the wholesale markets. Tellimer draws together liquidity and matches buyers and sellers so that deals can be executed by its 
customers. Tellimer may at any time, hold a trading position in the securities and financial instruments discussed in this report. Tellimer has procedures in 
place to identify and manage any potential conflicts of interests that arise in connection with its research. A copy of Tellimer’s conflict of interest policy is 
available at www.tellimer.com/regulatory-information. 

Distribution 

This report is not intended for distribution to the public and may not be reproduced, redistributed or published, in whole or in part, for any purpose without 
the written permission of Tellimer. Tellimer shall accept no liability whatsoever for the actions of third parties in this respect. This report is for distribution 
only under such circumstances as may be permitted by applicable law. 

This report may not be used to create any financial instruments or products or any indices. Neither Tellimer, nor its members, directors, representatives, or 
employees accept any liability for any direct or consequential loss or damage arising out of the use of all or any part of the information herein. 

United Kingdom: Distributed by Exotix Partners LLP only to Eligible Counterparties or Professional Clients (as defined in the FCA Handbook). The 
information herein does not apply to, and should not be relied upon by, Retail Clients (as defined in the FCA Handbook); neither the FCA’s protection rules 
nor compensation scheme may be applied. 

UAE: Distributed in the Dubai International Financial Centre by Exotix Partners LLP (Dubai) which is regulated by the Dubai Financial Services Authority 
(“DFSA”). Material is intended only for persons who meet the criteria for Professional Clients under the Rules of the DFSA and no other person should act 
upon it. 

Other distribution: The distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this document comes 
should inform themselves about, and observe, any such restriction. 

Disclaimers 

Tellimer and/or its members, directors or employees may have interests, or long or short positions, and may at any time make purchases or sales as a principal 
or agent of the securities referred to herein. Tellimer may rely on information barriers, such as “Chinese Walls” to control the flow of information within the 
areas, units, divisions, groups of Tellimer.  

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this report may present certain risks. The securities of non-
U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. 
securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory 
requirements comparable to those in effect within the United States. The value of any investment or income from any securities or related financial 
instruments discussed in this report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or 
adverse effect on the value of or income from such securities or related financial instruments. 

Frontier and Emerging Market laws and regulations governing investments in securities markets may not be sufficiently developed or may be subject to 
inconsistent or arbitrary interpretation or application. Frontier and Emerging Market securities are often not issued in physical form and registration of 
ownership may not be subject to a centralised system. Registration of ownership of certain types of securities may not be subject to standardised procedures 
and may even be effected on an ad hoc basis. The value of investments in Frontier and Emerging Market securities may also be affected by fluctuations in 
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available currency rates and exchange control regulations. Not all of these or other risks associated with the relevant company, market or instrument which 
are the subject matter of the report are necessarily considered. 

 

 


