
 

  

     

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$425mn 

6M avg. daily turnover  US$8.85mn 

Outstanding shares 421mn 

Free float 49% 

FINI ownership  7.4% 

Major shareholders 50.46% 

Asset/equity  1.5x 

2021E EV/EBITDA 21.6x 

2021E P/B  0.7x 

Trading platform HOSE 

FOL Room 47.9% 

Financial outlook (VND bn) 

Year to Dec 2019A 2020A 2021E 2022E 

Sales 4,369 5,229 4,141 6,400 

Op. profit  35 1 7 636 

Net profit 189 186 111 597 

EPS (VND)  448 420 263 1,415 

EPS chg (%) (4.0) (1.3) (40.6) n/m 

P/E (x) 53.2 53.9 90.7 16.9 

ROE (%) 1.4 1.3 0.8 4.2 

Div. yield (%) - - - 2.9 

DPS (VND) - - - 700  

 

PV Drilling (PVD VN) 
We expect strong recovery in 2022 

PVD posted a net loss of VND103bn in 1Q21 vs. net profit of VND 24bn 

in 1Q20 due primarily to a 67% YoY drop in 1Q21 revenue to VND550bn. 

Specifically, drilling revenue tumbled 76.8% YoY to VND237bn due to 1) 

the day rate declined by 9% YoY, and 2) jackup utilization dropped to 

52% in 1Q21 from 100% PCP. In addition, revenue from well-related 

services declined by 62.5% YoY to VND211bn.  

Oil price surge should support day rates. Brent has advanced by +43% 

YTD to reach US$73pb currently. Based on history, PVD’s utilization and 

day rate should improve when Brent exceeds US$60 for 6 months. We 

assume that Brent will remain above this level going forward as oil 

demand recovers along with major global market opening, although 

supply may gradually increase as OPEC eases its production cuts. In fact, 

the jackup day rate in Southeast Asia reached US$65k with utilization of 

62% in April 2021, up from US$58K and 50%, respectively, in Jan 2021.  

Road to recovery. Utilization is gradually improving and should 

approach 100% as most jackup rigs are contracted in 2Q-3Q21. In 

addition, the semi-submersible rig (PVD V) will depart for Brunei in 

3Q21, finally ending to its extended cold-stacked period. 

Model revisit. We retain conservative assumptions for 2021. We reduce 

our utilization rate to 81% from the previous 90% as JU PVD I was idle in 

1Q21. TAD should start operating in 4Q21, three months later than our 

previous expectation. However, we are strongly positive on the outlook 

from 2022-24E, and we are now penciling in a strong recovery in jackup 

day rates to US$65k in 2022 (vs. our previous US$60k forecast), US$70k 

in 2023 (US$60k) and US$80k in 2024 (US$65k). 

We upgrade our recommendation to BUY with target price of VND 

26,598 per share, which implies just 0.8x 2021E P/B, which we consider 

to highly reasonable vs. the regional peer median of 1.3x P/B.
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PVD VN 

BUY 

 

TP upside +11.5% 

Close 22 June 2018 

Price  VND 23,850 

12M Target VND 26,598 

Previous Target  VND 10.429 

Change +159% 

What’s new? 

► PVD posted a net loss of VND103bn in 

1Q21 as utilization dropped while well 

related services also declined. 

► Brent price has advanced by +43% YTD to 

reach US$73pb. Surging oil prices should 

support day rates.  
► We remain conservative on 2021 but we are 

strongly positive on the company’s outlook 

from 2022 onward. 

 

Our view 

► PVD’s rig utilization is gradually improving 

to nearly 100% as most of JU rigs have 

contract in 2Q and 3Q going forward. 

► We assume that Brent will remain above 

US$60 pb going forward on higher demand 

as US, EU and China open the economies. 

► Risk. If Brent trades below 60, our valuation 

needs revision. The collection of VND 107bn 

bad debt from Kris Energy presents upside 

as it has been factored in our model. 

 

 
Company profile:  PVD is a provider of integrated drilling services. The core business range comprises drilling and well services, mechanical 

repairs, manpower services, and spare parts trading. The company owns four jackup rigs, a TAD, and a land rig that has a highly respectable 

safety record of zero Lost Time Incidents (LTI).  
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Drilling business has improved from the 

low 1Q21 base due to higher oil prices  

Oil prices have hit a two-year high on expectations for growing fuel demand during 

the summer driving season in the United States as despite the agreement by OPEC+ 

to boost output. Vaccination programs in the EU also support expectations for 

increased travel (and thus fuel demand) in the short term. Specifically, Brent has 

increased by 43% YTD to reach US$73 per barrel at present.  

Regional drilling activities are recovering. Jackup day rates in South East Asia reached 

~US$65k in April 2020, up from about ~US$58k in Jan 2020. In addition, regional 

utilization reached 62% in April 2020, up from just 50% in Jan 2020.  

Fig.1: PVD and Oil price exhibits high correlation (c.60%)  Fig. 2: FY20 Gross profit mix  

 

 

 
Source: Bloomberg  Source: Bloomberg,Yuanta Vietnam 

 

PVD’s workload is picking up, so utilization has likely improved from the trough of 

1Q21. Utilization dropped to 52% in 1Q21 as PVD I was idle throughout 1Q21 and 

PVD II was idled in March. 

However, utilization is now gradually improving and should soon reach nearly 100%, 

as most of PVD’s jackup JU rigs are already contracted out in 2Q21 or will be in 3Q21 

and thereafter. In addition, the semi-submersible rig (PVD V) will depart for Brunei in 

3Q21, putting an end to its long lasting cold-stacked period.  

Fig 3:  Utilization improved in 2Q21 and should remain strong going forward 

 
Source: PVD, YSVN estimate 

Given the weak 1Q21 but improved workload for 2H21, we believe that full-year 

utilization should reach about 80%. With most of the company’s jackup rigs occupied 

and its TAD shipping out to Brunei, PVD’s well services business should also recover 

as these services are bundled with jackup contracts. 
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Model revisit: We remained conservative on the 
drilling business in 2021, but we are highly 
positive on the outlook for 2022 and beyond. 

We now forecast 2021F revenue to fall by 21% YoY to reach VND 4,141bn. This 

assumption is 11% higher than our previous forecast.  

Specifically, we forecast 2021F drilling revenue to fall by 30% YoY to VND2,143bn, 

which is 9% lower than our previous forecast. We cut our utilization assumption to 

81%, down from an admittedly stale 90% previous assumption. This is because the 

jackup rig PVD I was idle throughout 1Q21, and PVD II was idle in March. In line with 

updated company guidance, we now assume that the semi-submersible TAD (PVD V) 

will start operating in 4Q21, three months later than our previous assumption. 

We project FY2021 well service revenue to fall by 7% YoY to VND 1,700bn. Although 

we still forecast a decline, our new assumption represents a 67% improvement 

compared to the previous forecast. 

On the negative side, we have also factored in PVD’s VND 107bn provision for bad 

debt from Kris Energy, which declared bankruptcy last month. But this effect is 

mitigated by an estimated VND 179bn in 2021E profit from JVs (-18% YoY). The latter 

figure represents an increase of 180% compared to our previous forecast. 

We forecast PATMI to reach VND 111bn, a decline of 41% YoY but much better than 

our previous forecast of a net loss of VND 43bn.  

Fig. 4: FY2021 revenue revision 

  
Source: YSVN 

Our estimates appear conservative compared to those of several domestic brokerage 

houses. According to Bloomberg, our new 2021F revenue forecast is 17% below the 

consensus and our PATMI forecast is 57% below the consensus. We are probably more 

conservative than the Street on 2021 revenues, which is fine. However, our 

substantially below-consensus earnings forecast is probably primarily due to the fact 

that we have factored in the 107bn in bad debt provisioning.  

We are strongly positive on the company outlook from 2022 onward as we expect a 

strong recovery in jackup day rates to US$65k in 2022 (vs. our previous forecast of 

US$60k), US$70k in 2023 (US$60k) and US$80k in 2024 (US$65k). 

  

Key Metric Old forecast New Forecast New forecast/ 

Old forecast

YoY change

Revenue 3,714                   4,141                  11% -21%

Drilling 2,365                   2,143                  -9% -30%

Trading 330                      299                    -10% -9%

Drilling related services 1,019                   1,700                  67% -7%

Others

Cost of goods sold (3,401)                  (3,788)                 11% -23%

Gross profits 312                      352                    13% 7%

Operating expenses (425)                     (345)                   -19% 5%

Operating profits (113)                     7                        -107% 547%

Profit from JVs 64                       179                    180% -17%

Pretax profits (41)                      109                    -366% -46%

Net profits (43)                      111                    -361% -41%

EBITDA 374                      562                    51% 15%
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Valuations: Upgrade our recommendation to 
BUY  

We upgrade out recommendation to BUY (from HOLD-Outperform) after raising our 

target price by 159% to VND 26,598 per share. Our new target price implies 0.78x 

2021E P/BV, which we see as entirely reasonable. Our new target price is based on a 

weighted approach that applies 50% each to our FCFE model and comparable 

EV/EBITDA multiples.  

Fig. 5: Valuation summary 

  
Source: YSVN 

We remain conservative in our FCFE valuation. We apply a WACC of 14.0% (down 

from 15.5% in line with a reduced risk free rate), Beta of 1.4, and terminal growth 

rate of 1.5%. 

Fig. 3: FCFE valuation 

  
Source: YSVN 

We apply a target EV/EBITDA of 9.5x, which is equivalent to that of the regional 

peer median.  

Fig. 4: The implied EV/EBITDA is equivalent to that of regional peers 

  
Source: YSVN 

Our target price for PVD implies 0.8x 2021E P/B which we think is entirely 

reasonable given the median P/B multiple of 1.3x for its regional peers. 

Fig. 5: Regional peers 

  
Source: Bloomberg, YSVN 

Method Target price Weighting

FCFE 26,151                                     50%

EV/EBITDA 27,046                                     50%

Overall target price 26,598                                     

FCFE 2021F 2022F 2023F 2024F 2025F

PBT 109                 750                 1,373              2,175              2,716             

(-) Tax (22)                 (150)                (275)                (435)                (543)               

(-) Increase in WC 1,342              (719)                (251)                (508)                (660)               

(-) Capex (327)                (332)                (337)                (342)                (347)               

(+) Depreciation 555                 733                 713                 716                 703                

FCFE 1,657              282                 1,224              1,606              1,869             

NPV 4,147              

Terminal value 12,647            

PV of Terminal value 6,866              

 Enterprise value 11,013            

Outstanding shares 421,129,789    

Fair value per share 26,151            

EV/EBITDA

Implied EV/EBITDA (x) 9.5                                           

EV (VND bn) 13,006                                     

Market cap (VND bn) 11,406                                     

Price (VND) 27,046                                     

Name Ticker2 Country Mkt Cap 

(USD)

2022 PER 

(x)

Current P/B 

(x)

FY2022 

EV/EBITDA (X)

ROE 

(%)

ROA 

(%)

Net D/E 

(%)

NANJING DEVELOP ADVANCED M-A2883 HK HK 8,183   7.3 0.7 7.8 7.2 5.3 -36.3

ZHONGMAN PETROLEUM AND NATUR002353 CH CH 6,319   19.0 3.6 14.2 -23.7 -9.7 76.1

VELESTO ENERGY BHD 600871 CH CH 4,635   43.9 5.3 9.7 -21.7 -14.5 31.7

JIANGSU RUTONG PETRO-MACHI-A900913 CH CH 861      N/A 0.6 N/A 6.3 5.6 -58.7

PETROVIETNAM TECHNICAL SERVI PVS VN VN 631       18.8 1.2 9.3 -11.6 -2.8 55.8

TONG PETROTECH CORP-A 603619 CH CH 630      N/A 2.2 N/A -69.6 -43.8 36.0

SAPURA ENERGY BHD SAPE MK MA 539      N/A 0.3 13.8 -11.6 -2.8 55.8

CHINA OILFIELD SERVICES-H 300164 CH CH 340      N/A 2.4 N/A 4.6 2.3 39.8

VELESTO ENERGY BHD VEB MK MA 297       N/A 0.5 8.0 -11.6 -2.8 55.8

JIANGSU RUTONG PETRO-MACHI-A603036 CH CH 265       N/A 1.5 N/A -11.6 -2.8 55.8

Median 631       18.9 1.3 9.5 -11.6 -2.8 47.8

PETROVIETNAM DRILLING AND WEPVD VN VN 425      31.3 0.7 9.4 0.4 0.3 12.8
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Risks 

Historical data illustrates a 60% correlation between Brent and PVD’s share price. 

Recent stock price rally was partly influenced by the oil price, and a correction in oil 

would probably lead to an adverse reaction in PVD’s share price.  

Specifically, our regional commodity analyst, Sabrina Huang, believes that oil prices 

will consolidate after the recent strong rally as OPEC+ plans to increase production. 

However, our assumption is that Brent will remain above US$60 per barrel. If Brent 

trades below US$60 on a medium-term basis, then our valuation might require 

negative revision. 

Fig. 5: OPEC+ ease production cut in the coming months may lead to oil price 

consolidation  

  
Source: Yuanta Investment Consulting 

Finally, we have already factored the provision for approximately VND107bn in bad 

debts from Kris Energy. Thus, the losses are fully reflected in our model and thus 

represent an upside risk to our earnings and valuation, if debt collection proves to 

be successful. 

  



 

 

 

PROFIT AND LOSS (VND bn)   BALANCE SHEET (VND bn)     

FY Dec 31 (VND’bn) 2018A 2019A 2020A 2021E 2022E   FY Dec 31 (VND’bn) 2018A 2019A 2020A 2021E 2022E 

                          

Revenue 5,500 4,369 5,229 4,141 6,400   Total assets 21,004 20,877 20,856 20,302 20,668 

Drilling 2,085 2,178 3,076 2,143 3,438  Cash & cash equivalents 2,265 1,890 925 1,441 1,247 

Trading 1,350 425 328 299 445  ST Investment 1,012 1,033 1,196 1,196 1,196 

Drilling related ser. 2,066 1,770 1,825 1,700 2,517  Accounts receivable 1,613 1,934 1,949 1,191 1,721 

Others     -  Inventories 760 810 959 553 728 

Cost of goods sold (5,103) (3,921) (4,900) (3,788) (5,396)  Other current assets 25 50 78 34 45 

Gross profits 397 449 329 352 1,003  Net fixed assets 14,462 13,926 13,496 14,084 13,746 

Operating expenses (297) (414) (328) (345) (367)  Others 867 1,234 2,253 1,804 1,985 

Operating profits 100 35 1 7 636  Total liabilities 7,154 6,820 6,814 5,934 5,950 

Net interest expenses (67) (71) (44) (77) (69)  Current liabilities 2,800 2,760 2,799 2,815 2,812 

Net investments income/(loss) 61 113 216 179 182  Accounts payable 2,438 2,239 696 2,057 2,272 

Net other incomes 140 119 30 - -  ST debts 362 521 635 758 540 

Pretax profits 233 196 204 109 750  Long-term liabilities 4,354 4,060 4,016 3,119 3,137 

Income taxes (60) (18) (20) - (150)  Long-term debts 3,477 3,231 3,231 2,289 2,307 

Minority interests 24 12 (3) 2 22  Others 877 829 785 830 830 

Net profits 197 189 186 111 597  Shareholder's equity 13,850 14,057 
14,04

2 
14,369 14,719 

Core earnings 43 189 186 111 597  Share capital 3,833 4,215 4,215 4,215 4,215 

EBITDA 708 577 489 562 1,369  Treasury stocks (21) (21) (21) (21) (21) 

EPS (VND) 467 448 420 263 1,415  Others 5,962 6,051 5,228 6,125 6,266 

KEY RATIOS       Retained earnings 4,076 3,812 1,938 4,050 4,259 

KEY RATIOS             Minority interest 257 247 248 261 283 

 2018A 2019A 2020A 2021E 2022E      

Growth (% YoY)       CASH FLOW (VND bn)      

Sales 41 (21) 20 (21) 54.6  FY (VND’bn) 2018A 2019A 2020A 2021E 2022E 

Drilling 20 4 41 (30) 60        

Trading 230 (69) (23) (9) 49  Operating cash flow 163 (199) 1,867 1,605 536 

Drilling related ser. 19 (14) 3 (7) 48  Net income 43 189 186 111 597 

Other       Dep, & amortisation 608 542 435 555 733 

Operating profit 100 35 1 7 n/a  Change in working capital (66) (456) (382) 1,342 (719) 

EBITDA 80 -18 -7 5 143  Others (421) (474) 1,628 (403) (75) 

Net profit 335 (4) (1) (41) 449  Investment cash flow 1,141 (88) (1,049) (271) (262) 

EPS (VND) 335 (4) (1) (41) 438  Net capex (78) (154) - (327) (332) 

Profitability ratio (%)       Change in LT investment 1 - (562) - - 

Gross margin 7.2 10.3 6.3 8.5 15.7  Change in other assets 1,219 66 (487) 56 70 

Operating margin 1.8 0.8 0.0 0.2 9.9  Cash flow after invt. 1,305 (288) 818 1,334 274 

EBITDA margin 12.9 13.2 10.3 13.6 21.4  Financing cash flow (931) (87) (1,783) (818) (468) 

Net margin 3.1 4.1 3.5 2.6 9.4  Change in share capital - - - - - 

ROA 0.9 0.9 0.9 0.5 2.9  Net change in debt (929) (87) 114 (818) (200) 

ROE 1.4 1.4 1.3 0.8 4.2  Change in other LT liab. (3) - (1,897) - (268) 

Stability       Net change in cash flow 462 (375) (965) 516 (194) 

Net debt/equity (x) 4.1 5.9 12.2 2.9 2.7  Beginning cash flow 1,803 2,265 1,890 925 1,441 

Int. coverage (x) 2.4 2.2 2.5 1.8 7.0  Ending Cash Balance 2,265 1,890 925 1,441 1,247 

Int. &ST debt coverage (x) 0.8 0.5 0.4 0.3 1.3        

Cash conversion days 96.6 130.7 108.5 100.5 70.4  KEY METRICS      

Current ratio (X) 2.0 2.1 1.9 1.6 1.8   2018A 2019A 2020A 2021E 2022E 

Quick ratio (X) 1.8 1.8 1.6 1.4 1.5  PE (x) 51.1 53.2 53.9 90.7 16.9 

Net cash/(debt) (VND mn) (562) (829) (1,744) (410) 404  Diluted PE (x) 51.1 53.2 53.9 90.7 16.9 

Efficiency       PB (x) 0.7 0.7 0.7 0.7 0.7 

Days receivable outstanding 105 148 116 113 83  EBITDA/share 1,679 1,368 1,275 1,333 3,246 

Days inventory outstanding 50 66 51 53 37  DPS 0 0 0 0 700 

Days payable outstanding 59 83 58 66 49  Dividend yield (%) - - - - 2.9 

       EV/EBITDA (x) 17.2 21.1 22.6 21.6 8.9 

Source: Company data, YSVN      EV/EBIT (x) 122.2 347.6 10,665 1,647 19.1 
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