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Flat earnings for FY19 and FY20

Our takeaway

o We revise down our 12-month target price by 9% to VND 102,600 (-4% upside) and maintain
our HOLD recommendation for GAS. Any upside potential of our target price will come from
new pricing mechanism for take-or-pay volume, translating to a 14% increase to our FY19
net profit forecast. On the other hand, territorial disputes in the South China Sea imply a
downside risk.

e Long-term provisions for pipeline decommissioning and abandonment plans lower earnings
forecast in FY19 and FY20 by 6% and 7% respectively. We anticipate annual provision of VND
560bn on average in the period of 2020-2022.
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What's new

1H19 earnings update. In 1H19, GAS recorded a net profit of VND 6,037bn (+6% yoy)
thanks to higher gross profit margin of core business (from 23% to 24%) and higher financial
profit of VND 548bn (+112% yoy). Nevertheless, VND 390bn of pipeline decommissioning and
abandonment provisions narrowed 1H19 net profit growth rate. The results are equivalent to
53% our full year net profit forecast and 81% of the company’s FY19 target.

We lower our FY19 and FY20 earnings forecast by 6% and 7% respectively due to
long-term provisions for pipeline decommissioning and abandonment plans.
According to GAS, there are two plans of pipeline decommissioning and abandonment, Cuu
Long basin in FY22 and PM3 — Ca Mau basin in FY27, with total expenses of USD 98.83mn.
Thus, we anticipate annual provision of VND 560bn on average, in the period of 2020-2022
and VND 74bn, on average, in the period of 2023-2027.

FY19 net profit forecast of VND 11,461bn (equivalent to that of FY18 and 1.5x
higher than plan). Due to a drop in MFO prices and Saudi Aramco LPG contract prices, we
expect GAS will record 16% yoy lower core-business earnings in 2H19. However, given no
one-off expense (loss of VND 840bn in 2H18), net profit will only decrease slightly by 6% yoy
to reach VND 5,424bn in 2H19.

FY20 net profit is expected to reduce by 5% yoy to VND 10,923bn. This is due to an
8% yoy decline in MFO prices and a 36% higher pipeline decommissioning and abandonment
provisions of VND 546bn.

Valuation

We revise down our 12-month target price by 9% to VND 102,600 (-4% upside) on lower
earnings forecast and maintain our HOLD recommendation for GAS. Our target price is based
on EV/EBITDA and P/E multiple at 12x and 18x respectively. The stock price has moved
sideways since our latest report dated April 2019. GAS is currently trading at FY19F P/E of 18x
and FY20F P/E of 19x, about 5% higher than that of peers.

Upside potential of our target price comes from new pricing mechanism for take-or-pay
volume since March 20, 2019 with additional expected net profit of VND 1,600bn per year
(+14% to our FY19 forecast). However, there is still no official announcement on ability to
transfer this profit to the Government. On the other hand, territorial disputes in the South
China Sea imply a downside risk, given the fact that Chinese and Vietnamese ships have been
engaged in a standoff in a resource-rich part since early July 2019.

Unit: VND billion FY18 FY19F FY20F FY21F
Revenue 75,611 74,100 72,401 78,072
EBIT 14,979 14,709 13,937 15,504
Net profit 11,454 11,461 10,923 12,148
Net profit (basic) 12,130 11,786 11,365 12,599
EPS (VND) 5,911 5,808 5,536 6,157
EPS growth rate (%) 20% -2% -5% 11%
P/E (x) 18 18 19 17
EV/EBITDA (x) 13 12 13 12
DPS (VND) 4,000 5,300 4,000 4,000
Dividend yield (%) 4% 5% 4% 4%
P/B (x) 4.4 4.3 4.0 3.7
ROE (%) 25% 24% 22% 23%
Net debt/equity (%) 40% 14% 22% 27%

Source: MBS Research
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Financial Summary
Income statement (VND bn) FY18 FY19F FY20F FY21F Ratios FY18 FY19F FY20F FY21F
Revenue 75,611 74,100 72,401 78,072 Valuation
Cost of goods sold 58,120 56,976 56,048 59,878 EPS (VND) 5911 5,808 5,536 6,157
Gross profit 17,491 17,124 16,352 18,194 BVPS (VND) 24,486 24,995 26,531 28,688
Financial income 1,477 1,459 1,450 1,450 P/E 18 18 19 17
Financial expenses 617 326 271 296 P/B 4.4 4.3 4.0 3.7
SG&A expenses 3,767 3,788 3,778 4,051 Profitability
Profit before tax 14,539 14,476 13,760 15,304 Gross profit margin 23% 23% 23% 23%
Profit after tax 11,708 11,695 11,146 12,396 EBITDA margin 24% 24% 24% 25%
Profit after tax for parent company 11,454 11,461 10,923 12,148 Net profit margin 15% 15% 15% 16%
Non-controlling interest 254 234 223 248 ROE 25% 24% 22% 23%
ROA 18.4% 17.5% 15.0% 14.7%
Balance sheet (VND bn) FY18 FY19F FY20F FY21F Growth
Current assets 40,932 47,609 49,183 54,063 Revenue growth 17% -2% -2% 8%
1. Cash & cash equivalents 6,705 13,554 15,199 18,737 EBT growth 15% 0% -5% 11%
II. Short-term investments 21,602 21,602 21,602 21,602 Profit after tax 18% 0% -5% 11%
III. Current accounts receivable 10,213 10,437 10,197 10,996 EPS 20% -2% -5% 11%
V. Inventories 1,948 1,759 1,730 1,848 Total assets 1% 9% 13% 15%
V. Other current assets 462 257 455 880 Equity -14% 29% 6% 8%
Non-current assets 21,682 20,640 27,918 34,324 Liquidity
I. Long-term receivables 217 217 217 217 Current ratio 1.90 3.00 3.34 3.52
II. Fixed assets 18,609 15,718 12,837 13,587 Quick ratio 1.81 2.89 3.22 3.39
1. Tangible fixed assets 18,149 15,295 12,432 13,200 Liabilities/Total assets 41% 30% 34% 38%
2. Intangible fixed assets 440 423 405 387 Liabilities/Equity 0.54 0.43 0.52 0.61
II1. Investment properties 24 24 22 20 Interest coverage ratio 34 55 33 22
IV. Long-term assets in progress 1,235 3,258 13,419 19,077 Operating efficiency
V. Long-term investments 63 64 64 64 Receivables turnover 8 7 7 7
VI. Other long-term assets 1,534 1,359 1,359 1,359 Days sales outstanding 47 51 51 51
Total assets 62,614 68,249 77,101 88,387 Inventory turnover 32 32 32 32
Liabilities 25,388 20,408 26,320 33,478 Days sales of Inventory 11 11 11 11
I. Current liabilities 21,487 15,864 14,742 15,380 Payables turnover 4 4 4 4
1. Short-term payables 19,997 13,948 13,393 13,975 Days payables outstanding 92 89 87 85
2. Short-term loans 1,490 1,916 1,349 1,405
II. Non-current liabilities 3,901 4,544 11,578 18,098 Cashflow Statement (VND bn) FY18 FY19F FY20F FY21F
1. Long-term payables 505 907 1,453 2,010 CFO 12,421 17,085 12,278 13,322
2. Long-term loans 3,396 3,637 10,125 16,087 CFI (7,315) (760)  (8,898)  (8,147)
Equity 37,226 47,841 50,781 54,909 CFF (11,905) (9,477) (1,736)  (1,637)
1. Charter capital 19,140 19,140 19,140 19,140 Net cash flows during the period (6,799) 6,848 1,645 3,538
2. Surplus 211 211 211 211
3. Retained earnings 16,081 26,696 29,636 33,764
4. Foreign exchange differences 0 0 0 0
5. Minorities interests 1,794 1,794 1,794 1,794
Total liabilities & equity 62,614 68,249 77,101 88,387

Source: MBS Research
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Nguyén Bao Trung Pham Viét Duy

Aviation Oil, Gas & Power

Nguyé&n Nam Khoa Nguyén Hoang Bich Ngoc
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Nguyén Piang Thién Lé Khanh Tung

Fisheries Real estate, Construction
Nguyén Thanh Danh Nguyén Tién Ducong

STOCK RATING: The recommendation is based on the difference between the 12-month target price and the current price:

Rating When (target price — current price)/ current price
BUY >=15%

HOLD From -15% to +15%

SELL <=-15%

MB SECURITIES (MBS)

Established since May 2000, MBS was one of the first 5 securities firms operating in Vietnam. After years of continuous development, MBS has become one
of the leading securities company in Vietnam, providing a full range of services including: brokerage, research and investment advisory, investment banking
and capital markets underwriting. MBS'’s network of branches and transaction offices has been expanded and operated effectively in many major cities such
as Hanoi, Ho Chi Minh City, Hai Phong and other strategic areas. MBS's clients include individual investors and institutions, financial institutions and
enterprises, As a member of the MB Group, including MB Land, AMC, MB Capital, VIET R.E.M Joint Stock Company, and MB Finance. MBS is able to leverage
substantial human, financial and technological resources to provide its clients with tailored products and services that few securities firms in Vietham can
match.

MBS is proud to be recognized as:

- A leading brokerage firm — ranked No.1 in terms of brokerage market share since 2009.

- A renowned research firm with a team of experienced analysts that provides market-leading research products and commentaries on equity
markets and the economy.

- A trusted provider of investment banking services for corporate clients.

MBS HEAD OFFICE

MB Building, 3 Lieu Giai, Ba Dinh, Ha Noi
Tel: +84 4 3726 2600 — Fax: +84 4 3726 2600
Website: www.mbs.com.vn

DISCLAIMER: Copyrights. MBS 2014, ALL RIGHTS RESERVED. Authors have based this document on information from sources they believe to be reliable
but which they have not independently verified. The views expressed in this report are those of the authors and not necessarily related, by any sense, to
those of MBS. Neither any information nor comments were written for advertising purposes or recommendation to buy / sell any securities. No part of this
publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying recording,
or otherwise, without the prior written permission of MBS.
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