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Company profile: PVD is a provider of integrated drilling services. The core business ranges from drilling services to well services, mechanical
repair, manpower, and spare parts trading. The company owns four jackup rigs, a TAD, and a land rig that has a highly respectable safety record
of Zero Lost Time Incidents (LTI).
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Trading platform e Model revisit: cutting our 2020E forecasts. Our new FY2020 revenue
forecast is VND5,792bn, which is 25% lower than our previous forecast
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Fi ial outlook (VND bn) but still reflects growth of +21.9% YoY. We also cut our FY2020 PATMI
inancial outioo n
forecast by 58% to VND317bn (+213.9% YoY). We slash our forecasts

mmm because 1) the land rig will be idle until 1Q20, 2) PVD VI will have a 30-

days rig move in 2020, and 3) we have reduced our assumptions for

Sales 5500 4,751 5,792 7,155

Op. profit S0 o 2 06 drilling services and trading due to the dampened domestic market.

Net profit 198 101 323 739 3Q19 results update. 3Q19 PAT declined by 75.9% YoY to VND27.1 bn
EPS (VND) 469 241 765 1,753 mainly due to 1) the land rig temporary shutdown and 2) lower
EPS chg (%) 337 (49) 218 129 utilization (3Q19 utilization fell to 91% in 3Q19 from 94% in 3Q18) that
P/E (x) 35.8 69.8 22.0 9.6 was due to an unexpected 2-month rig move (PVD Il - PVD VI). For
ROE (%) 1.4 0.7 23 51 further detail, please see our 3Q19 results note.

Div. yield (%) - = - 4.2 We reiterate BUY but trim our valuation by 8.3% to VND19,896, implying
DPS (VND) 0 0 0 700 a FY2021 EV/EBITDA of 6.3x. We think the adverse news is more than

reflected in the share price and retain our positive view on PVD.
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The drilling business will improve in 2020
thanks to increased day rate and higher
workload

PVD guided that the average day rates of new contracts for 2020 have increased by
10% YoY to USD65,000. The 2020 day rates are in line with our expectation.

The strengthening trend in day rates is underpinned by higher regional utilization to
near 80%, a level that typically trigger significant increase in day rates.

Fig 1: South East Asia jackup rigs: Average day rates and

utilization
100 100
80
75
g .
a <
= 2
: 5
o L]
= =
= =
m
o
) A Py e e e ]
g I N
o o W T T
Cayrates i | ization
Sauoe: [HS Markit 02079 HS Markit

Source: IHS Markit

The FY2020 drilling schedule is busier than that of 2019. Management is fairly
confident that the land rig (PVD 11) will secure a contract in 1Q20 given the improved
market.

We believe that utilization should grow going forward given fewer rig moves now that
most of PVD’s rigs have secured jobs in Malaysia. The exception is a likely 30-day
rig move for PVD VI.

In addition, the two hired rigs should be operational starting from this month
(November 2019). Our understanding is that HAKYRU 11 has secured a one-year
contract, and IDUN has secured a 2- or 3-month contract.
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I ——
Model revisit: 2020 earnings should still
improve, but not as much as we previously
thought

We cut our FY19 revenue forecast by 23% compared to the previous forecast to
VND4,752 bn and slash our PATMI forecast by 68% to VND 101bn.

The downward revisions are mainly due to 1) the land rig is temporarily out of work
since 3Q19, when it only operated for 27 days, 2) much lower than expected trading
revenue in 9M19 that is not likely to recover during the monsoon in 4Q19, and 3) a
2-week gap for PVD Il due to the rig move from Vietnam to Malaysia in 4Q19.

Fig.2: FY2019 revision
FY2019 old forecast FY2019 new forecast New forecast/Old forecast

Revenue 6,156 4,751 -23%
Drilling 2,393 2,110 -12%
Trading 1,057 695 -34%
Drilling related services 2,707 1,946 -28%

PATMI 316 101 -68%

Source: YSVN

We have revised down our FY2020 forecast but we still expect an improvement
compared to FY2019. Specifically, we now project FY2020 revenue to reach
VND5,792bn (+21.9% YoY), which is 25% lower than our previous forecast. We also
slash our 2020E PATMI forecast by 57% to VND317bn (+213.9% YoY).

We cut our FY2020 forecasts on three primary assumption changes. 1) The land rig
has been temporarily out of work since August and is likely to remain idle until 1Q20,
which we had not foreseen. 2) PVD VI will be idle during its 30-day rig move in 2020.
3) Management states that parent company Petrovietnam (PVN - Unlisted) has not yet
provided it with an exploration and production (E&P) plan; this signals a slowdown in
the domestic market and triggers us to lower our forecasts for drilling-related
services and trading.

Fig.3: FY2020 revision
FY2020 old forecast FY2020 new forecast New forecast/Old forecast

Revenue 7,683 5,792 -25%
Driling 3,475 2,842 -18%
Trading 1,078 709 -34%
Drilling related services 3,131 2,241 -28%

PATMI 752 323 -57%

Source: YSVN
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PROFIT AND LOSS (VND bn)

FY Dec 31 (VND’bn)

Revenue
Drilling
Trading
Dirilling related ser.
Others
Cost of goods sold
Gross profits
Operating expenses
Operating profits
Net interest expenses
Net investments income/(loss
Net other incomes
Pretax profits
Income taxes
Minority interests
Net profits
Core earnings
EBITDA
EPS (VND)

2017A

3,891
1,744

408
1,738

(3,699)
192
(588)
(396)
(81)

5

623
151
(115)
10

45
(462)
393
107

2018A

5,500
2085
1,350
2,066

(5,103)
397
(297)
100
(67)
61
200
293
(121)
25
198
44
708
469

2019E

4,751
2110
695
1,946

(4,251)
500
(443)
57
(30)
77
104
@D
18
101
101
602
241

2020E

5,792
2,842

709
2241

(5,002)
790
(496)
293

8

94
395
(79)

323
323
832
765

2021E

7,155
3,689

864
2,602

(5,780)
1,375
(549)
826

7

95
928
(186)
@
739
739
1,552
1,753

KEY RATIOS

Growth (% YoY)
Sales
Drilling
Trading
Dirilling related ser.
Other
Operating profit
EBITDA
Net profit
EPS (VND)
Profitability ratio (%)
Gross margin
Operating margin
EBITDA margin
Net margin
ROA
ROE
Stability
Net debt/equity (x)
Int. coverage (x)
Int. &ST debt coverage (x)
Cash conversion days
Current ratio (X)
Quick ratio (X)
Net cash/(debt) (VND mn)
Efficiency
Days receivable outstanding
Days inventory outstanding

Days payable outstanding

Source: Company data, YSVN

2017A

@7
(35)
(57)

1

(396)
-55.8
(65)
(65)

49
(10.2)
10.1
0.9
0.2
0.3

54
18
0.2
147.3
1.6
14
(722)

144
73
70

2018A

41
20
230
19

100

80
337
337

7.2
18
129
31
0.9
14

41
2.7
0.9
96.6
2.0
18
(562)

105
50
59

2019E

14
1
(49)
©)

57
-15
(49)
(49)

10.5
1.2
12.7
17
0.5
0.7

0.5
16
0.5
95.2
20
18
72)

114
53
71

2020E

22
35

2
15

293

38
218
218

13.6
51
144
55
1.6
2.3

20
39
0.8

78.3
1.8
1.6

(280)

91
40
53

2021E

24
30
22
16

826

86
129
129

19.2
115
217
104
3.6
51

net cash
8.3
15
734
2.0
1.8
363

88
37
52

FY Dec 31 (VND’bn) 2017A
Total assets 21817
Cash & cash equivalents 1803
ST Investment 2148
Accounts receivable 1552
Inventories 754
Other current assets 26
Net fixed assets 14821

Others 712

Total liabilities 8345
Current liabilities 3905
Accounts payable 2562
ST debts 1343
Long-term liabilities 4439
Long-term debts 3330
Others 1109
Shareholder's equity 13473
Share capital 3833
Treasury stocks (21)
Others 5716
Retained earnings 3945
Minority interest 265

FY (VND’bn) 2017A
Operating cash flow 118
Net income (462)
Dep, & amortisation 788
Change in working capital 33
Others (242)
Investment cash flow 410
Net capex 252
Change in LT investment 300
Change in other assets 0)
Cash flow after invt. 670
Financing cash flow (753)
Change in share capital 0
Net change in debt (752)
Change in other LT liab. 1)
Net change in cash flow (225)
Beginning cash flow 2783
Ending Cash Balance 1803

KEY METRICS

2017A
PE (x) 156.5
Diluted PE (x) 156.5
PB (x) 0.5
EBITDA/share 931
DPS 0
Dividend yield (%) -
EV/EBITDA (x) 215
EV/EBIT (x) nm

2018A

21004
2265
1012
1613

760
25
14462
867
7154
2800
2438
362
4354
3477
877

13850

3833

@1
5962
4076
257

2018A

224
44
608
(66)
(362)
1141
(78)
1
1219
1366
(931)
0
(929)
3)
462
1803
2265

2018A
358
358
0.5
1,679
0

119
84.7

2019E

20368
2279
1012
1348

611
20
14035
1063
6412
2598
2172
425
3814
2937
877

13956

4217

@1
5986
3774
260

2019E

445
101
545
217
(418)
45
(42)
0

87
490
(477)

(477)

14
2265
2279

2019E
69.8
69.8
0.5
1,427
0

14.0
147.7

2020E

20513
1810
1012
1537

667
22
14310
1156
6222
2744
2243
500
3479
2602
877

14291

4217

@1
6063
4032
272

2020E

454
323
539
(101)
(306)
(663)
(750)
0

87
(208)
(260)
0
(260)
0
(469)
2279
1810

2020E
220
220
0.5
1,973
0

10.1
28.7

BALANCE SHEET (VND bn)

2021E

20966
2277
1012
1926

778
26
13697
1250
6182
2957
2379
578
3225
2348
877

14784

4217

@1
6233
4355
294

CASH FLOW (VND bn)

2021E

887
739
726
(290)
(287)

(50)

75
912
(444)

(176)
(268)

467
1810
2277

2021E
9.6

9.6

0.5
3,680
700
4.2

54
10.2



Appendix A:Important Disclosures

Analyst Certification

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to
each security or issuer that the analyst covered in this report:(1)all of the views expressed accurately reflect his or her personal views
about those securities or issuers; and (2)no part of his or her compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed by that research analyst in the research report.

Ratings Definitions

BUY:We have a positive outlook on the stock based on our expected absolute or relative return over the investment period. Qur thesis
is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We recommend
investors add to their position.

HOLD-Outperform:In our view, the stock’s fundamentals are relatively more attractive than peers at the current price. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

HOLD-Underperform:In our view, the stock’s fundamentals are relatively less attractive than peers at the current price. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

SELL: We have a negative outlook on the stock based on our expected absolute or relative return over the investment period. OQur
thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We recommend
investors reduce their position.

Under Review:We actively follow the company, although our estimates, rating and target price are under review.

Restricted: The rating and target price have been suspended temporarily to comply with applicable regulations and,or Yuanta policies.

Note: Yuanta research coverage with a Target Price is based on an investment period of 12 months. Greater China Discovery Series
coverage does not have a formal 12 month Target Price and the recommendation is based on an investment period specified by the
analyst in the report.

Global Disclaimer

© 2019 Yuanta All rights reserved. The information in this report has been compiled from sources we believe to be reliable, but we
do not hold ourselves responsible for its completeness or accuracy. It is not an offer to sell or solicitation of an offer to buy any
securities. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change without
notice.

This report provides general information only. Neither the information nor any opinion expressed herein constitutes an offer or
invitation to make an offer to buy or sell securities or other investments. This material is prepared for general circulation to clients
and is not intended to provide tailored investment advice and does not take into account the individual financial situation and
objectives of any specific person who may receive this report. Investors should seek financial advice regarding the appropriateness
of investing in any securities, investments or investment strategies discussed or recommended in this report. The information
contained in this report has been compiled from sources believed to be reliable but no representation or warranty, express or implied,
is made as to its accuracy, completeness or correctness. This report is not @nd should not be construed as)a solicitation to act as
securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on such business in
that jurisdiction.

Yuanta research is distributed in the United States only to Major US. Institutional Investors @s defined in Rule 15a-6 under the
Securities Exchange Act of 1934, as amended and SEC staff interpretations thereof). All transactions by a US person in the securities
mentioned in this report must be effected through a registered broker-dealer under Section 15 of the Securities Exchange Act of
1934, as amended.Yuanta research is distributed in Taiwan by Yuanta Securities Investment Consulting. Yuanta research is distributed
in Hong Kong by Yuanta Securities (Hong Kong)Co.Limited, which is licensed in Hong Kong by the Securities and Futures Commission
for regulated activities, including Type 4 regulated activity @dvising on securities). In Hong Kong, this research report may not be
redistributed, retransmitted or disclosed, in whole or in part or and any form or manner, without the express written consent of
Yuanta Securities (Hong Kong) Co. Limited.

Taiwan persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn: Research

Yuanta Securities Investment Consulting
4F, 225,

Section 3 Nanking East Road, Taipei 104
Taiwan

Hong Kong persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn:Research

Yuanta Securities (Hong Kong) Co. Ltd
23/F, Tower 1, Admiralty Centre

18 Harcourt Road,
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