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What’s new?

» Global oil prices are under pressure
due to the economic implications of
the coronavirus outbreak.

» Oil prices have fallen roughly 20%
from early January levels.

» O&G share prices are highly
correlated with oil, and are thus
under pressure (see chart at left).

» 4Q2019 financial performance of
0&G stocks remain solid.
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Short-term pressure on oil prices

GAS PVS PVD Concerns about global oil demand are on the rise which is
FY19 PAT (VND bn) 12 158 681 177 reasonable given that China is the world's largest oil importer. WTI at
' US$51.6 and Brent at US$55.6 per barrel have both fallen c. -20% since

Growth YoY (%) 39 188 25 early January. US Energy Information Administration forecasts average
FY19 PATMI (VND bn) 11,940 731 189 2020 prices of US$59.25 for WTI (+3.9% YoY) and USD 64.83 for Brent
Growth YoY (%) 42 302 4.3 (+1%), but these pre-CoV expectations could face downside risk.
2019 PE (x) 13.9 10.7 29.6 0O&G shares are also under pressure. Sector bellwethers such as GAS,
2019 PB (x) 34 07 04 PVS, anq PVD have corrected 15%-20% from their early 2020 p_eak
levels. Since Dec 2019, the correlations of sector names and oil prices
ROE 24.7 >8 14 have remained high: GAS (65%), PVD (76%), and PVS (69%).
ROA 19.1 3 09

4Q19 financial performance of O&G stocks was solid. Net profit of
_ GAS (Not Rated) increased by 3.9% YoY to VND 12.2 tn in 4Q19,
Source: FIINPro, Yuanta Vietnam whereas that of PVS (Not Rated) rose by 18.8% YoY, to VND 680 bn.
PVD (BUY) recorded a 2.5% normalized increase in PAT to VND 177 bn
(after adjusting for the one-off 4Q18 VND 219 bn provision reserve), as
the driller exceeded its conservative (i.e., loss-free) guidance for 2019.

Short-term pressure on sector share prices may persist. Given the
positive correlation with oil prices and the increased risks for global
demand for oil amid the coronavirus outbreak, we believe that O&G
stock prices are likely to remain under pressure in the short term.

News regarding the epidemic will determine how this plays out. If
the outbreak can be contained reasonably quickly, a rapid resurgence of
economic activity (and thus, power- and transportation-related demand
for oil and gas input) should allow for a quick recovery in these stocks.

Short-term share price movements do not necessarily reflect the
fundamentals of the O&G sector, as business operations are not based
on day-to-day oil price changes. Regional exploration and production
(E&P) activities have historically only been affected when Brent has
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binh.truong@yuanta.com.vn remained below US$60/barrel for over three months.

Medium-term: Risks are higher, but we remain bullish. If Brent
http://yuanta.com.vn remains pressured at around current levels until late April, regional E&P
Bloomberg code: YUTA activities may be curtailed or halted. By contrast, if the disease is

successfully managed and Brent recovers to around US$60/barrel, the
impact on O&G fundamentals should be limited. Clearly, the risks have
been heightened, but our sense is that market expectations are already
overly pessimistic. Thus, we retain a positive outlook on the sector.

ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ARE LOCATED IN APPENDIX A.

Yuanta does and seeks to do business with companies covered in its research reports. As a result, investors should
be aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision.
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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. Our
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. Our
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 (and 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 U.S. Institutional Investors (as 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 (advising 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,

Hong Kong



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

Head Office

Yuanta Securities Building
Euljiro 76 Jung-gu

Seoul, Korea 100-845
Tel: +822 3770 3454

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

Attn: Research

PT YUANTA SECURITIES INDONESIA
(A member of the Yuanta Group)
Equity Tower, 10th Floor Unit EFGH
SCBD Lot 9

JI. Jend. Sudirman Kav. 52-53

Tel: (6221) - 5153608 (General)

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

Research department

Yuanta Securities (Thailand)
127 Gaysorn Tower, 16th floor
Ratchadamri Road, Pathumwan

Bangkok 10330

Vietnam persons wishing to obtain further information on any of the securities mentioned in this publication should contact:
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Yuanta Securities (Vietnam)
4th Floor, Saigon Centre
Tower 1, 65 Le Loi Boulevard,

Ben Nghe Ward, District 1,
HCMC, Vietnam
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