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Vietnam Oil and Gas
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GAS PVS
FY19 PAT (VND bn) 12,158 681
Growth YoY (%) 3.9 18.8
FY19 PATMI (VND bn) 11,940 731
Growth YoY (%) 4.2 -30.2
2019 PE (x) 14.0 10.7
2019 PB (x) 3.5 0.7
ROE 24.7 5.8
ROA 19.1 3.0
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What’s new?

» Oil prices have recovered for three
consecutive days on expectations of
production cuts by OPEC (and allies).

» However, the fire at the Exxon-Mobil
refinery is a negative catalyst — it may
actually worsen oil demand.

» As stated in our Feb 6 sector update,
we remain bullish on O&G stocks, but
the epidemic will determine how oil
price trends play out.
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Oil price rebound to lift 0&G stocks

Oil prices have been up for three consecutive days in expectation
that OPEC and its allies will cut production. In addition, the price surge is
also underpinned by optimism that the demand slide caused by the
coronavirus outbreak may have peaked. Currently WTI is trading at 51.5
USD per barrel, up by 4.0% from the bottom earlier this week. Brent is
trading at 56.2 USD, up 5.6% from the nearest bottom.

As mentioned in our update last week, we remain bullish on O&G
stocks. The Exxon-Mobil refinery fire is not a positive as it may worsen
oil demand in the short term. But realistically, global news regarding the
coronavirus 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 O&G stocks such as PVD
(BUY), GAS (not rated) and PVS (not rated).

PVD: core operations are improving. Utilization in 4Q19 rose to 95%
in 4Q19, up from 90% in 4Q18. Short-term catalysts are also visible, as
we expect PVD’s workload and day rates to continue improving in 2020.

e For workload, PVD contracted out two hired rigs for domestic
market on the top of four rigs that secured jobs in Malaysia in
2020. In addition, we expect the land rig, which has been idle since
3Q19, will be back in use in 1Q20. Management expects to extend
its jack up rig contract to 2021 on the top of Deep Water (PVD V)
TAD that has secured job in Brunei.

e 2020 day rate trending higher. Management guides for the jack up
rig day rate to increase by 8.3% YoY to USD 65,000 this year.

FY2019 performance review. FY19 PATMI fell by 3.9% YoY to VND
189 bn although FY2019 gross profit margin expanded to 10.3% up from
7.2% in 2018 thanks to a 5% improvement in the dayrate. FY19 revenue
was down 20% YoY as low-margin trading revenue fell by 69% YoY
(2018 saw large one-off trading gains). Drilling revenue, which accounted
for 50% of total revenue, rose by 4% YoY to VND 2.2 tn, thanks to the
improved day rate. SG&A increased by 39% YoY to VND 414 bn, but this
was based on a low base due to provision reversals in 2018.

We reiterate BUY on PVD with target price of VND 19,896. PVD is now
trading at an attractive 0.4x 2019 book value.

ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ARE LOCATED IN APPENDIX A.
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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.
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