
 

  

     

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. 

 

Share price performance relative to VNI 

 
 

Market cap  US$ 283mn 

6M avg. daily turnover  US$ 0.55mn  

Outstanding shares 288mn 

Free float 27.4% 

FINI ownership  15.6% 

Major shareholders 72.6% 

Asset/equity  1.7x 

2021E EV/EBITDA 5.2x 

2021E P/B  1.5x 

Trading platform HOSE 

FOL Room 33.4% 

Financial outlook (VND bn) 

Year to Dec 2020A 2021E 2022E 2023E 

Sales 6,082 7,453 7,816 8,078 

Op. profit  810 509 605 626 

Net profit 625 467 601 668 

EPS (VND)  2,128 1,590 2,046 2,272 

EPS chg (%) (17.1) (25.3) 28.7 11.1 

P/E (x) 10.7 14.4 11.2 10.1 

ROE (%) 14.8 11.6 15.9 17.5 

Div. yield (%) 8.8 6.6 8.8 8.8 

DPS (VND) 2,000 1,500 2,000 2,000 
 

 

PetroVietnam Nhon Trach 2 (NT2 VN) 
Lower contract volume & higher gas price hit profits 

Modest 2021 guidance. NT2 targets 2021 revenue to rise by 26.4% YoY 

to reach VND 7.7trn, with output volume set at 4.6bn kWh (+16% YoY). 

However, NT2 guides for PAT of just VND 462bn, a significant reduction 

of 26.1% YoY. NT2 also targets a 2021E cash dividend of 15% par value 

(VND 1,500 per share), equivalent to a dividend yield of 6.6% and 

expected payout ratio of 88%. This is sharply below our previous 

forecast of VND 2,500 for FY2021 onward. 

Lower contract volume, higher gas price erodes NT2 profit. EVN’s has 

allocated contract volume of 3.3bn kWh for NT2 in 2021, 11% lower than 

that of 2020. We understand that the surge of renewable energy last 

year has resulted in an increase of electricity supply. We expect the 

decline in contract volumes (Qc) to be offset in volume terms by the 

lower margin competitive market (Qm) as the gas price is expected to 

surge by 20% YoY. 

Model revisit. We trim our FY2021E revenue forecast by -4.3% compared 

to the previous forecast to VND7.5trn (+23% YoY). We slash our 2021E 

PAT forecast by 38.2% to VND 467bn (-25% YoY) on lower gross margin. 

Our PAT forecasts are below the consensus by 1.9% for 2021E and 12.2% 

for 2022E, and ours is the only SELL call on NT2 according to Bloomberg.  

FY2020 performance revisit. FY2020 PAT decreased by 17.1% YoY to 

VND625bn, mainly due to the 20.5% YoY decrease in revenue to VND 

6,082. This was 14% lower than our forecast, largely due to the 18.5% 

YoY increase in net financial expenses despite the fact that NT2 settled 

all of its long-term debt by mid-year.  

We downgrade NT2 to a SELL from BUY recommendation as we cut our 

target price by 15.5% to VND 19,318 given that the business outlook is 

sensitive to the increase in gas price and the national supply of 

electricity following the aggressive expansion of solar power. 
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NT2 VN 

SELL 

TP upside  -15.5% 

Close  22 Mar 2021 

Price  VND 22,850 

12M Target VND 19,318 

Previous Target  VND 25,181 

Change -23.3% 

What’s new? 
► NT2 targets a 26.1% decline in 2021E PAT 

despite revenue growth of 26.4%.  

► Lower contract volumes and higher gas 

price will erode NT2’s profitability.  

► This appears to be a trend, as 2020 PAT 

decreased by 17.1% YoY to VND625bn. 

► FY2020 PAT was 14% YoY lower than our 

expectation as net financial expense surged. 

►  

Our view 
► We cut our target price by 23.3% to VND 19,318 

downgrade our rating to SELL from the previous BUY.  

► We slash our 2021E PAT forecast by 38.2% compared 

to the previous forecast. 

► Target cash DPS for 2021 is VND 1,500, equivalent to 

an unattractive 6.6% yield. 

► Electricity supply surge following aggressive rollout of 

renewables (i.e., solar) is another risk for NT2. 

 

 
Company profile: NT2 is a 59%-owned subsidiary of POW VN. NT2 operates a 750MW modern gas-fired thermal power plant in energy-hungry southern 

Vietnam. NT2 signed a 25-year gas supply gas supply contract with PV GAS in 2010 and a 10-year power purchase agreement (PPA) with EVN in 2012.  
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Lower contract volume, higher gas price erode 

2021 profitability and dividend yield   

We understand that the surge of renewable energy capacity last year may have caused 

a degree of electricity oversupply relative to the demand, especially in the afternoons. 

Vietnam’s installed capacity of total electricity generation increased by 19% YoY in 

2020 to reach 66,000MW, according to the Ministry of Industry and Trade (MoIT). 

This is mainly attributable to solar power, most of which became operational toward 

end of the year. Total installed solar power capacity rose by 92% YoY to reach 16,500 

MW. Meanwhile, the commercial volume increased by 3.4% YoY in 2020. 

Thus, by the end of 2020, the solar accounted for 25% of total installed power 

generation capacity due to various accommodative government policies (e.g., 

Decision 13/2020/QĐ-TTg). This is much higher than the 10% target set for 2020 by 

the Revised Power Development Plan 7 (RPDP7).  

 

Fig. 1: Total nationwide installed capacity rose by 19% YoY in 2020 

 

Source: MOIT 

 
The rapid rollout of renewable energy production is not finished, in our view. We 

expect the aggressive expansion of solar power last year to be followed by a similar 

rollout of wind power in the months ahead given that the accommodative policy for 

wind energy is effective until November 2021. This implies additional supply of 

electricity in 2022. It therefore follows logically that the extra supply may reduce 

pricing in the competitive market, at least in the short term. 

EVN’s 2021 allocated contract volume for NT2 has been slashed by 11% YoY to 3.3bn 

kWh. The fall of contract volume (Qc) will be offset by higher volumes in the lower 

margin competitive market (Qm) as the gas price is expected to surge by 20% YoY. 

NT2 targets 4.6bn kwh output volume for 2021, implying that the Qc/total output 

ratio will be just 72%. This is much lower than the estimated 95% in 2020 and 

significantly lower than the 2021 alpha ratio (Qc / total volume) of 80% for coal- and 

gas-fired power plants as established by the Electricity Regulatory Authority of 

Vietnam (decision 123/QĐ-ĐTĐL issued 31 December 2021). 

The decline in contract volumes (Qc) will be offset by gas price-sensitive competitive 

volume (Qm). Given that gas price is expected to surge by 20% YoY on average, we 

expect NT2’s FY2021E profit margin to be negatively affected by the increased 

competitive market volume (Qm). Natural gas prices have risen by 25% YoY.  

https://em.yuanta.com.vn/link.php?M=64657&N=5665&L=3340&F=H
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Model revisit: Downward revision for 2021   

Model revisit. We cut our FY2021E revenue forecast by -4.3% compared to the 

previous forecast to VND7,453 bn (+22.5% YoY), which is -3.4% lower than NT2’s 

revenue target. We revise down our output volume assumption to 4.5bn kWh, 9.1% 

lower than our previous forecast and 2.2% lower than NT2’s target.   

As mentioned previously, NT2 is set for an increase in competitive market volume 

(Qc) as a percentage of its overall output. We expect this to be negative for margins, 

because competitive market pricing is typically more sensitive to the gas price than 

that of contract sales. As such, we expect that the 2021E gross profit margin to fall 

to 8.3% in 2021, a substantial decline from 14.7% in 2020 and our previous 11.9% 

assumption for 2021E. This is based on our assumption (which is shared by NT2 

management) that the average gas price will surge by 20% YoY this year.  

As a result, we trim our 2021E PAT forecast by 38.2% to VND 467bn (-25.3% YoY). 

This is 1.1% higher than company’s profit target, which we don’t see as conservative. 

Fig. 2: FY2021E forecast revisions 

 

Source: YSVN 

We also cut our dividend assumption to VND 1,500 per share (15% par value), 

equivalent to a payout ratio of 89% for 2021E. In addition, we cut our 2022-24E 

dividend to VND2,000 (from VND2,500). Our 2021E cash dividend forecast implies a 

6.6% yield at the current price, which is unattractive given the company’s lack of 

growth prospects and clear and present earnings uncertainty (see figure 4). 

 

 

 

FY Dec 31 (VND’bn) 2021E 

Old 

forecast

2021E 

new 

forecast

New 

forecast/ 

Old 

YoY change 

(%)

Revenue       7,790       7,453 -4.3% 22.5%

Total volume (mn kWh) 4,950       4,500       -9.1% 15.3%

Qc volume (mn kWh) 3,960              3,300 -16.7% -11.4%

Qm volume (mn kWh) 990                 1,200 21.2% 574.2%

Cost of goods sold       (6,860)       (6,833) -0.4% 31.7%

Gross profits          929           621 -33.2% -30.6%

Operating expenses          (117)          (112) -4.3% 31.5%

Operating profits          813           509 -37.4% -37.2%

Net interest expenses            (17)            (17) 0.0% -87.8%

Net investments income/(loss)              -                -   

Net other incomes              -                -   

Pretax profits          795           492 -38.2% -25.9%

Income taxes            (40)            (25) -38.2% -35.4%

Minority interests              -                -   

Net profits          755           467 -38.2% -25.3%

Core earnings           755           467 -38.2% -25.3%

EBITDA        1,510        1,206 -20.1% -19.7%

EPS (VND)        2,572        1,590 -38.2% -25.3%
Dividend (VND per share) 2,500       1,500       -40.0% -25.0%



 

23 March 2021   Page 4 of 9  

Valuation: Target price slashed by 23.3%  

We downgrade NT2 to a SELL from our previous BUY recommendation after slashing 

our target price by 23.3% to VND 19,318. Our view is based on the business outlook’s 

sensitivity to increasing gas prices and the higher supply of renewable electricity, 

which present what we consider to be an unattractive outlook.  

Our new target price implies 4.6x FY2021E EV/EBITDA. Again, our target price is 

based on a three-part fair valuation approach with weightings of 50% for DDM, 40% 

for EV/EBITDA, and 10% for the FCFF methodology. 

The main risks to our recommendation are gas prices and the supply of alternative 

electricity capacity (i.e., solar and wind), both of which are currently in uptrends. 

Electricity supply should increase following aggressive solar and wind power 

expansion. 

Fig. 3 : Target price calculation   

  

Source: YSVN 

 

Risks to our call  

The main risk to our recommendation is the policy-backed surge of electricity supply 

following the aggressive of renewable energy expansion, including solar and wind. 

Solar power installed capacity rose by 92% YoY to reach 16,500 MW given the 

government’s accommodative policies. Thus, the country’s installed capacity of total 

electricity generation increased by 19% YoY to 66,000MW in 2020, according to the 

MoIT. This has led to increased electricity supply in the short term, which thus affects 

the utilization of other traditional power sources. However, we must emphasize that 

thermal power remains crucial in providing system stability over the long term. 

Nevertheless, NT2’s allocated Qc is 3.3bn kWh, which is 72% of the target output 

volume and substantially below the alpha ratio of 80% as regulated by the Electricity 

Regulatory Authority of Vietnam (decision 123/QĐ-ĐTĐL issued 31 December 2021). 

Sensitivity to gas price. Given that average gas prices are expected to surge by 20% 

YoY in 2021E (this is our assumption and also NT2’s), it is logical to assume that the 

FY2021E profit margin will contract because of the competitive market’s high level 

of price sensitivity to gas prices. Currently, natural gas is trading at c. USD 2.5 per 

mmBTU, up by 25% YoY. 

 

 

 

Target Price Weight

Dividend discount model 18,873         50%

EV/EBITDA multiple 20,404         40%

FCFF 17,192         10%

Overall 19,318         
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Fig. 4 : Profit is trending down since 2015 

  

Source: Company data, YSVN 

 

PPA renegotiations. NT2’s management states that the negotiation is not yet 

complete, but the negative adjustment of the contract price will not exceed VND 40 

per kWh from 2021 onward (vs our “worst-case” estimate of VND 35 in the initiation 

report). In our previous revision, we applied the full negative adjustment of VND 40 

per kWh to fully reflect what we believe to be the full extent of downside risk to NT2’s 

forward earnings. Of course, the eventual result could be better or worse than 

management’s guidance.     

https://yuanta.com.vn/wp-content/uploads/2019/10/20191002-NT2-initiation_Murky-short-term-outlook.pdf
https://yuanta.com.vn/wp-content/uploads/2019/10/20191002-NT2-initiation_Murky-short-term-outlook.pdf
https://em.yuanta.com.vn/link.php?M=64657&N=4548&L=2526&F=H
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PROFIT AND LOSS (VND bn)   BALANCE SHEET (VND bn)         

FY Dec 31 (VND’bn) 2019A 2020A 2021E 2022E 2023E  FY Dec 31 (VND’bn) 2019A 2020A 2021E 2022E 2023E 

             

Revenue 7,654 6,082 7,453 7,816 8,078  Total assets 7,564 6,381 6,231 6,320 6,466 

Gas fired power 7,654 6,082 7,453 7,816 8,078  Cash & cash equivalents 451 62 188 868 1,628 

       ST Investment 200 0 - - - 

Cost of goods sold (6,679) (5,187) (6,833) (7,094) (7,331)  Accounts receivable 1,459 1,489 1,736 1,815 1,873 

Gross profits 974 895 621 722 747  Inventories 302 315 281 292 301 

Operating expenses (87) (85) (112) (117) (121)  Other current assets 4 20 0 0 0 

Operating profits 888 810 509 605 626  Net fixed assets 4,876 4,184 3,578 2,882 2,187 

Net interest expenses (120) (143) (17) 28 77  Others 272 311 448 463 477 

Net investments income - - - - -  Total liabilities 3,437 2,084 2,465 2,541 2,609 

Net other incomes 30 (4) - - -  Current liabilities 2,944 2,083 2,426 2,502 2,570 

Pretax profits 797 663 492 633 703  Accounts payable 195 397 1,611 1,672 1,728 

Income taxes (43) (38) (25) (32) (35)  ST debts 1,350 775 200 200 200 

Minority interests - - - - -  Long-term liabilities 493 1 38 38 38 

Net profits 754 625 467 601 668  Long-term debts 492 - - - - 

EBITDA 754 625 467 601 668  Others 1 1 38 38 38 

EPS (VND) 1,578 1,502 1,206 1,300 1,320  Shareholder's equity 4,127 4,298 3,766 3,779 3,858 

KEY RATIOS       Share capital 2,879 2,879 2,879 2,879 2,879 

KEY RATIOS       Treasury stocks - - - - - 

 2019A 2020A 2021E 2022E 2023E  Others 137 137 137 137 137 

Growth (%YoY)       Retained earnings 1,111 1,282 750 763 842 

Sales 0% -21% 23% 5% 3%  Minority interest - - - - - 

Gas fired power 0% -21% 23% 5% 3%      

 - - - - -  CASH FLOW (VND bn)      

Operating profit (2.9) (8.8) (37.2) 18.9 3.5  FY (VND’bn) 2019A 2020A 2021E 2022E 2023E 

EBITDA (1.9) (4.8) (19.7) 7.8 1.5        

Net profit (3.6) (17.1) (25.3) 28.7 11.1  Operating cash flow 1,907 1,435 1,361 1,271 1,350 

EPS (VND) (2.7) (17.1) (25.3) 28.7 11.1  Net income 754 625 467 601 668 

Profitability ratio (%)       Dep, & amortization 688 693 704 696 695 

Gross margin 12.7 14.7 8.3 9.2 9.2  Change in working capital 430 (345) 724 (14) 1 

Operating margin 11.6 13.3 6.8 7.7 7.7  Others 35 462 (533) (12) (13) 

EBITDA margin 20.6 24.7 16.2 16.6 16.3  Investment cash flow (29) 161 (237) (16) (14) 

Net margin 9.9 10.3 6.3 7.7 8.3  Net capex - - (101) - - 

ROA 9.2 9.0 7.4 9.6 10.4  Change in LT investment 171 (39) (136) (16) (14) 

ROE 19.3 14.8 11.6 15.9 17.5  Change in other assets (200) 200 0 - - 

Stability       Cash flow after invt. 1,878 1,596 1,125 1,256 1,336 

Net debt/equity (x) 28.9 16.6 0.3 -17.7 -37.0  Financing cash flow (1,826) (1,643) (1,006) (576) (576) 

Int. coverage (x) 10.1 21.2 19.7 59.3 61.4  Change in share capital - - 0 - - 

Int.&ST debt coverage(x) 0.7 0.8 1.1 3.2 3.3  Net change in debt (1,107) (1,067) (575) - - 

Cash conversion days 57.3 83.6 36.5 8.4 8.8  Change in other LT liab. (720) (576) (432) (576) (576) 

Current ratio (X) 0.8 0.9 0.9 1.2 1.5  Net change in cash flow 51 (47) 118 680 760 

Quick ratio (X) 0.7 0.8 0.8 1.1 1.4  Beginning cash flow 65 117 69 188 868 

Net cash (VND bn) (1,191) (713) (12) 668 1,428  Ending Cash Balance 117 69 188 868 1,628 

Efficiency             

Days receivable outstanding 90 83 74 78 79  KEY METRICS      

Days inventory outstanding 15 22 16 15 15   2019A 2020A 2021E 2022E 2023E 

Days payable outstanding 48 21 54 84 85  PE (x) 8.9 10.7 14.4 11.2 10.1 

       Diluted PE (x) 8.9 10.7 14.4 11.2 10.1 

       PB (x) 1.6 1.5 1.7 1.7 1.7 

       EBITDA/share 5,481 5,219 4,190 4,515 4,584 

       DPS (VND) 2,500 2,000 1,500 2,000 2,000 

       Dividend yield (%) 10.9 8.8 6.6 8.8 8.8 

       EV/EBITDA (x) 4.9 4.9 5.5 4.5 3.9 

Source: Company data, Yuanta Vietnam     EV/EBIT (x) 9.6 8.0 8.8 9.8 8.2 
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