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What’s new?
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Oil price crash hits O&G stocks
GAS PVS PVD Oil price plummeted 31% USD31/bbl (barrel), the lowest since 2016,
FY19 PAT (VND bn) 12 158 681 177 after OPEC failed to reach a deal with its allies and Saudi Arabia cut its
. ' April selling price by USD6-8/bbl. The country’s current production is
Growth YoY (%) 39 188 25 9.7mn barrel per day (bpd) but it has the capacity to produce 12.5 mn
FY19 PATMI (VND bn) 11,940 731 189 bpd thus inflating the supply. This news immediately depressed O&G
Growth YoY (%) 42  -302 -4.4 stocks such as GAS (not covered), PVS (not covered) and PVD (BUY),
all of which were limit-down (-7%) in today’s trading session.
2019 PE (x) 14.4 9.9 273
2019 PB (x) 31 06 04 Goldman cut its second and third q_uarter B_rent forecast to USD30
per barrel over the weekend and predicts that it may reach USD 20 per
ROE 24.7 >8 14 barrel. Historically, if Brent remains below 60 for more than 3 months, it
ROA 19.1 3.0 09 will trigger long term negative changes in oil and gas activities.

These events are challenging our bullish view. Brent has traded
below 60 since Jan 29 2020. If it remains below this threshold through
April, we believe long-term O&G activities will be curtailed. As discussed
in our previous report, in the more optimistic scenario in which the
outbreak can be contained reasonably quickly, a rapid resurgence of
economic activity (and thus, power- and transportation-related demand
for oil and gas) should allow for a quick recovery in oil price thus 0&G
stocks. But given that Brent is only trading at half of the USD 60 per
barrel threshold, the latter scenario appears increasingly unlikely.

Source: FIINPro, Yuanta Vietnam

We spoke with PVD this morning for a quick update. Below are the
key highlights of our call:

o All jack up rigs (PVD I, Il, Ill, and VI) have contracts signed with
day rates fixed for the entirety of 2020, so we can expect no
changes in the day rates (USD 65,000 on average, +8.3% YoY)
and overall operations of those rigs this year. We continue to
expect PVD 11 (the land rig) to secure a job in 1Q20, and PVD
reiterated that they are very confident in putting it back to work
soon. We assume the land rig day rate will be approximately
USD 31,000.

e PVD admits that the oil price plummet may affect its 2021
prospects. This is because they must renew their contracts after
2020; weak oil pricing is likely to pressure day rates and could
also result in slower drilling activity.
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e PVD is now trading at 0.4x 2020E book value. We are in process
of revising our forecasts and valuation.

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

Research department

Yuanta Securities (Thailand)
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