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Update Report
Recommendation HOLD
HOSE: GAS
Natural Gas Distribution
Current price (VND) 83,300
Target price (VND) 85,800
Expected share price return 3.0%
Expected dividend yield 3.6%
Expected total return 6.6%

Stock performance (%)

YTD iM 3M 12M
Absolute -3.8 0.6 152 -64
Relative -6.8 -7.1 -6.7 -26.3
Source: Bloomberg
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Ownership
PetroVietnam 95.76%
Stock Statistics 26-Jan-21
Bloomberg code GAS VN
52-week range (VND) 53,900 - 94,700
Shares O/S (m) 1,914
Mkt cap (VND bn) 159,432
Mkt cap (USD m) 6,882
Foreign room left (%) 46.0
Est. free float (m) 4.2
3m avg daily vol (shrs) 1,134,288
VND/USD 23,165

Index: VNIndex / HNX 1136.12/227.82

GAS -HOLD

27-Jan-21

PetroVietnam Gas Joint Stock Corporation (GAS)

Business results recover from 2021

Continuing the decline from the beginning of 2020, GAS recorded business results in
Q4/2020 with revenue of VND15,524 billion (-10.4% YoY) and NPAT of parent
company's shareholders VND1,682 billion (-44.1% YoY). The company's gross profit
margin also dropped to 16.9% from 22.2% in the same period. Natural gas demand
from thermal power plants decreased as weather conditions was more favorable for
hydropower plants. In addition, the effects of the Covid-19 epidemic, the incident at
the Block 11.2 gas field (from March 3™ to Aug 7t 2020) as well as the slump in Brent
oil price 2020 (-35.1% YoY) caused a decline in gas supply and demand as well as gas
selling price in 2020.

With this result, GAS records 2020 revenue at VND64,150 billion (-14.8% YoY) and
NPAT of parent company's shareholders VND7,811 billion (-34.3% YoY). Thereby, the
company has completed 96% and 119% of its revenue & NPAT plan for 2020,
respectively.

Regard 2021 and onward outlooks, there are some pros and cons to consider:

+ Sao Vang-Dai Nguyet gas field started operating from 11/2020 (with
capacity of ~1.5 billion m3 of gas/ year) to help offset the depletion in low-cost gas
fields. Therefore, gas productionin 2021 is expected to increase 8% YoY.

+ Brent oil price is forecasted to rebound thanks to demand recovery in Asian
countries but still slow due to new lockdown across Europe and flight bans from UK

+ LNG Thi Vai storage (Phase 1) will operate from Q3/2022: providing 1.4
billion m3 of gas / year for Nhon Trach 3 & 4 power plants and industrial customers. In
addition, to compensate for the gas depletion in Vietham and support GAS's long-
term growth, other LNG projects (Son My, Long An, Hai Phong) are also under
consideration by GAS.

— The gradually decreasing source of low-cost gas will reduce the
competitiveness of gas-fired power plants in the Competitive electricity generation
market.

— The construction of LNG gas thermal power plants can face difficulties in

negotiating the Power Purchase Agreement (PPA) with EVN, which then affecting the
progress of LNG projects.
Overall, with the forecasted Brent oil price at USD53 / barrel, we project GAS's 2021
business results to improve with revenue of VND75,339 billion (+17.4% YoY) and
NPAT of parent company's shareholders VND9,673 billion (+23.8% YoY). Along with
the risks of oil price, gas supply as well as government policy, we maintain a HOLD
recommendation with a target price of VND85,800 for 2021.

2018 2019 2020 2021F 2022F
Net Sales (VNDbn) 75,612 75,005 64,150 75,339 81,496
Growth (%) 17% -1% -14% 17% 8%
EBITDA (VNDbn) 16,553 16,340 11,178 13,280 14,652
EBITDA margin (%) 22% 22% 17% 18% 18%
NPAT-MI (VNDbn) 11,454 11,902 7,812 9,674 10,479
Growth (%) 18% 4% -34% 24% 8%
EPS (VND) 5,823 6,051 3,971 4,918 5,327
Growth (%) 18% 4% -34% 24% 8%
ROE (%) 26% 25% 16% 19% 19%
ROIC (%) 18% 18% 11% 14% 14%
Net debt/EBITDA (x) -1.4 -1.6 -2.1 -1.8 -1.8
PER (x) 14.3 13.8 21.0 16.9 15.6
EV/EBITDA (x) 8.6 8.7 12.7 10.7 9.7
PBR (x) 3.4 3.2 3.2 3.0 2.7
DPS (VND) 4,000 3,000 3,000 3,000 3,000
Dividend yield (%) 5% 4% 4% 4% 4%
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GAS FINANCIALS MODEL

(VND bn except where stated) 2016 2017 2018 2019 2020 2021F 2022F
Total Net Sales 59,076 64,522 75,612 75,005 64,150 75,339 81,496
Sales growth (%) -8% 9% 17% -1% -14% 17% 8%
CoGS ex-dep'n 44,212 46,646 55,292 55,395 50,260 58,819 63,176
SG&A 3,096 3,535 3,767 3,270 2,712 3,240 3,667
SG&A as % of sales 5% 5% 5% 4% 4% 4% 5%
EBITDA 11,768 14,341 16,553 16,340 11,178 13,280 14,652
EBITDA margin (%) 20% 22% 22% 22% 17% 18% 18%
Depreciation 3,309 2,713 2,829 2,691 2,533 2,374 2,662
Operating profit 8,459 11,627 13,725 13,649 8,645 10,906 11,991
Operating profit margin (%) 14% 18% 18% 18% 13% 14% 15%
Net interest expense -713 -939 -1004 -1401 -1515 -1383 -1339
as % ofavg, net debt 5% 6% 5% 6% 6% 6% 5%
Tax 1,980 2,650 2,831 2,983 2,009 2,481 2,688
Effective tax rate (%) 22% 21% 19% 20% 20% 20% 20%
Minorities 152 253 255 183 116 147 160
Net profit 7,020 9,685 11,454 11,902 7,812 9,674 10,479
Net profit margin (%) 12% 15% 15% 16% 12% 13% 13%
Cash earnings 10,481 12,651 14,537 14,777 10,461 12,195 13,300
Number of shares (m) 1914 1914 1914 1914 1914 1914 1914
EPS (VND) 3,569 4,924 5,823 6,051 3,971 4,918 5,327
Bonus factor (x) 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Adjusted EPS (VND) 3,569 4,924 5,823 6,051 3,971 4,918 5,327
EPS growth (%) -18% 38% 18% 4% -34% 24% 8%
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KEY CASHFLOW AND BS ITEMS 2016 2017 2018 2019 2020 2021F 2022F
Increase in working capital 3,158 (3,521) 159 1,504 (155) 675 (368)
Capex 3,736 2,614 637 270 5,508 4,573 5,450
Other cashflow items 1000 1000 1000 1000 1000 1000 1000
Free cash flow 4,588 14,559 14,741 14,003 6,109 7,947 9,219
Share issues (m) 379 0 0 0 0 0 (0]
Dividends paid 9000 7265 7656 8230 6814 5742 5742
Increase in net debt 4033 -7294 -7086 -5773 706 -2206 -3477
Net debt, end of year (11,890) (18,030) (23,422) (26,594) (23,869) (23,604) (25,704)
Enterprise value 147,542 141,402 136,010 132,838 135,563 135,828 133,728
Shareholders' equity 40,844 43,272 46,867 49,615 49,408 53,808 58,420
BVPS (VND) 21,340 22,608 24,487 25,923 25,815 28,114 30,523
Net debt / equity (%) -29% -42% -50% -54% -48% -44% -44%
Net debt / EBITDA (x) =1L.(0) -1.3 -1.4 =6 -2.1 -1.8 -1.8
Total assets 56,754 61,889 62,614 62,179 63,090 66,634 72,872
KEY RETURN AND VALUATION RATIOS 2016 2017 2018 2019 2020 2021F 2022F
ROE (%) 17.1% 23.6% 26.0% 25.1% 16.0% 19.0% 19.0%
ROA (%) 14.9% 19.6% 22.0% 21.9% 13.8% 16.8% 17.2%
ROIC (%) 11.7% 15.6% 17.6% 17.7% 10.8% 13.5% 13.8%
WACC (%) 12% 12% 12% 12% 12% 12% 12%
EVA (%) -0.2% 3.7% 5.7% 5.8% -1.1% 1.6% 1.9%
PER (x) 23.3 16.9 14.3 13.8 21.0 16.9 15.6
EV/EBITDA (x) 12.0 9.9 8.6 87 12.7 10.7 9.7
EV/FCF (x) 30.9 9.7 9.6 10.1 23.2 17.8 15.4
PBR (x) 3.9 3.7 3.4 3.2 3.2 3.0 2.7
PSR (x) 2.7 2.5 2.1 2.1 2.5 2.1 2.0
EV/sales (x) 2.4 2.2 1.9 1.9 2.2 1.9 1.7
Dividend yield (%) 5.6% 4.6% 4.8% 3.6% 3.6% 3.6% 3.6%
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DISCLAIMER

Our Recommendation System

BUY:where we believe prospective 12 month VND total return (including dividends) will be 15% or more.
HOLD:where we believe it willbe -15% to 15%.
SELL:where we believe it will be lower than -15%.

Analyst Certification(s)

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about
any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly
or indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be
aware that ACBS may have a conflict of interest from time to time.

ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative
analysis, and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other
types of research products, whether as a result of differing time horizons, methodologies, or otherwise.

Disclaimer

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties
of merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or
sell any financial instrument. Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any
affiliate, nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or
consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss,
even if notified of the possibility of such damages, arising from any use of this report or its contents. Other than disclosures relating to
ACBS, the information contained in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not
represent or warrant that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update its
opinions or the information in this report.

Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared
independently of any other interests, including those of ACBS. This report does not constitute personal investment advice or take into
account the individual financial circumstances or objectives of the investors who receive it. The securities discussed herein may not be
suitable for all investors. ACBS recommends that investors independently evaluate each issuer, securities or instrument discussed herein
and consult any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day
as aresult of changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict
actual results, which may differ substantially from those reflected. Past performance is not necessarily indicative of future results.

This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it
will be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any).

In the event that the distribution and/or receipt of this report is prohibited by the investor's jurisdiction, the investor shall dismiss this report
immediately otherwise it will be at his/her own risks.

ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek
advice based on their particular circumstances from an independent tax advisor. This report may contain links to third-party websites. ACBS
is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on
such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report
does not imply any endorsement by ACBS. Access to any third-party website is at the investor’'s own risks, and the investor should always
review the terms and privacy policies at third-party websites before submitting any personal information to them. ACBS is not responsible
for such terms and privacy policies and expressly disclaims any liability for them.

© Copyright ACBS (2021).All rights reserved. No part of this report may be reproduced in any manner without the prior written
permission of ACBS.
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