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Financial outlook

2019A 2020E | 2021E | 2022E

Sales (VND bn) 5842 6,778 6,660 7,404
EPS (VND) 2,236 3,408 3,146 4,113
ROE (%) 10.2  14.4 11.8 137
Div. yield (%)
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Power Construction No1 (PC1 VN)
Property drives positive 1Q20 results

Event

PC1’s 1Q20 earnings expanded on its property and manufacturing
businesses. The bottom line grew despite a coronavirus-induced
slowdown in its construction business.

Details

Property transfers drove growth. Revenue in 1Q20 increased 6.5%
YoY to VND1,370bn. This was mainly due to property sales of
VND257bn (+736% YoY) mostly from the Thanh Xuan projects.
Manufacturing (33.8% of 1Q revenue) increased by 629% YoY to
reach VND463bn. Conversely, construction revenue declined by
50% YoY to reach VND359bn.

Gross profit margin expanded slightly to 14.5%, up from 14.2% in
1Q19. Net financial expenses increased by 47.6% YoY to reach
VND42bn, of which interest expenses increased by 51.2% YoY to
just VND51bn. SG&A expenses slid by 11.4% YoY to reach
VND46bn. PATMI increased 4.1% YoY to reach VND91bn.

Leverage is rising. Net debt increased by 62% YoY to VND2,877bn.
Thus, PC1’s net debt to equity ratio reached 76%, up from 53% in
1Q19 and 62% 4Q19. PC1 is investing heavily in renewable energy
(e.g., Lien Lap Wind power, which is eligible for FIT schemes).

Launching 30MW Mong An Hydropower project. PC1 disclosed that
one turbine at the Mong An Hydropower plant was launched on 30
March and another is under prelaunch inspection. PC1 expects this
VND 916bn hydropower plant in Northern Vietnam to generate 110
mn kWh annually. Two other hydropower plants,18MW Bao Lac B
and 6MW Song Nhiem 4, are under construction and expected to
be completed in 3Q20. In addition, the 48MW windpower Lien Lap
plant has signed a PPA and should launch by Aug 2021.

Electricity construction market slowed due to COVID-19. Several
electricity projects have been widely reported to have been delayed
due to COVID-related issues. Specifically, Transmission Line
Circuit 3, for which PC1 is a subcontractor, has been delayed from
the originally planned June 2020 to Dec 2020 due to equipment
delivery delays. We believe that this issue may explain the
slowdown of PC1’s construction business in 1Q20.

Our view -- We re-iterate our BUY call with target price of
VND24,092. At the current price, PC1 is trading at an attractive
4.6x FY20E EV/EBITDA multiple.

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.


mailto:binh.truong@yuanta.com.vn
http://research.yuanta.com/

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.
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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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