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a long term recovery. Therefore, this is the appropriate time for investors to follow and Market Vectors Vietnam ETE 387
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2017. As a result, RongViet Research recommends investors to ACCUMULATE PVS's stock in
the LONG-TERM with a target price of VND 21,900/share.
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Exhibit 1: Q4 FY2016 and YTD Results

Particulars (VND bn) Q4 FY16 Q3FY16 % chg (QoQ) Q4FY15 % chg (YoY) FY2016 % chg (YoY)
Net Revenue 4,802 4,772 0.6% 4,039 18.9% 18,682 -20.0%
Gross profit 17 195 -91.5% 459 -96.4% 783 -64.0%
SGRAC (90) (164) -45.0% (273) -67.0% (632) -36.5%
Operating Income 106 359 -70.3% 731 -85.4% 964 -50.1%
EBITDA 42 206 -79.7% 318 -86.8% 1,021 -51.0%
EBIT (158) (7) 2182.4% 121 -230.5% 151 -87.2%
Financial expenses 50 24 105.5% 114 -56.2% 160 -57.7%
- Interest Expenses 12 13 -4.7% 17 -26.9% 56 -21.29%
Dep. and amortization 200 213 -6.2% 197 1.5% 871 -3.68%
Non-recurring ltems (*)
Extraordinary ltems (¥)
PBT 239 148 60.9% 299 -20.2% 1,256 -37.7%
PAT 171 125 37.5% 241 -28.8% 910 -39.1%
(*) Adjusted PAT 171 125 37.5% 241 -28.8% 910 -39.1%
Sources: PVS, RongViet Research
Exhibit 2: Q4 FY2016 Performance Analysis
Particulars Q4FY16 Q3 FY16 % Chg. (QoQ) 4QFY15 % Chg.(YoY)
Profitability Ratios (%)
Gross Margin 0.3% 4.1% -3.7% 11.4% -11.0%
EBITDA Margin 0.9% 4.3% -3.4% 7.9% -7.0%
EBIT Margin -3.3% -0.1% -3.1% 3.0% -6.3%
Net Margin 3.6% 2.6% 1.0% 6.0% -2.4%
Adjusted Net Margin 3.6% 2.6% 1.0% 6.0% -2.4%
Turnover *(x)
_Inventories 13 15 2.0 14 1.1
-Receivables 3.1 3.1 0.0 25 0.7
-Payables 2 2 0.1 2 0.6
Leverage (%)
Total Debt/ Equity 82.9% 82.0% 0.9% 84.9% -2.0%
Sources: (*) Annualized turnover
Exhibit 3: 1QFY2016 Forecast
Particulars (VND bn) Q1FY17  %chg (qoq) %chg (yoy)
Net Revenue 3,500 -27% -54%
Gross profit 180 986% -77%
EBIT 50 -132% -91%
PAT 150 -12% -73%
Sources: PVS, RongViet Research
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Updated Information

Oil Price Prospects in 2017: Rong Viet Research forecasts that the price of oil will average at USD 57/barrel, increasing by 27% compared
to 2016. This projection came from the assumption that oil demand will exceed supply during H2 2017 and that the crude market will take
its first steps in becoming balanced.

According to EIA’s estimates, the global crude inventory will increase by 0.1 million barrel/day in 2017 and it will take 2 years for the market
to reach an equilibrium level. Recent actions from OPEC also improve the prospects for the oil & gas sector, when the output cut agreement
could be prolonged after Q2 2017. At this moment, participants of the agreements reached 86% of the target to cut 1.8 million barrels/day
(OPEC agreed to cut 1.2 million barrels/day, the rest will be from non-OPEC countries). Specifically, countries in OPEC demonstrated the
highest commitment, at 90% of the plan. However, this also illustrates the inconsistency and difficulty in terms of seeking common ground
among oil exporting countries, such as Russia. Accordingly, Russia and 10 other countries (excluding US) only achieved 60 - 66% of the plan.
To be more specific, Russia only cut production by 100,000 barrels/day, while agreeing to slash its output by 300,000 barrels/day. In addition
to this, statistics about US production and inventory have put pressure on the prospects of the entire industry. US total crude output was 9.1
million barrels/day in early March of 2017, equivalent to the same period last year, after the continuous decline to 8.4 million barrels/day in
August of 2016. Moreover, oil rigs have been put into operation since Q1 2017, and have increased from 400 rigs in June 2016 to over 760
rigs at present.

Even though there is existing risk from US crude oil, RongViet Research believes that it will only bring limited impacts on the fundamental
aspects of the industry in the short and intermediate run. Accordingly, US crude oil is light sweet crude oil, while products from Middle
Eastern (countries in OPEC) are relatively heavier. Moreover, US still requires a large amount of heavy oil. Therefore, it will take time for the
market to shift to consume US crude oil. Moreover, after a long time of export bans, US producers need to develop the customer base, which
partially reduces the immediate impacts on the supply side. Furthermore, OPEC is also demonstrating its willingness to be the leader in the
market again after aggressively cutting the supply.

We expect that Q3 2017 will be a period of recovery for oil prices under the situation that OPEC and non-OPEC countries will maintain the
output agreement. Accordingly, until the end of 2017, the supply will reach 96 million barrels/day, while demand will rise to 98.9 million
barrels/day. The excess demand will compensate for the strong recovery of OPEC and US. Therefore, it will take 2 years as mentioned above
for the market to reach an equilibrium point. Meanwhile, RongViet Research believes that oil prices will continue to recover in the long term.

Figure 1: Supply & Demand Balance for the Global Oil Market Figure 2: Continuously Increasing the Number of Crude
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Table 4: The Consensus of Oil Prices from Major Institutions for 2017

Citigroup Inc 55
Deutsche Bank AG 55.75
Itau Unibanco Holding SA 56.26
Intesa Sanpaolo SpA 54.5
Capital Economics Ltd 54.5
Danske Bank A/S 55
Brent 54.90

Source: Bloomberg, RongViet Research

56 60
55 57
55.94 55.11
54 54
54 56.5
55 57
55.38 56.76

Table 5: Basic information about the current and potential projects from PVS

This table provides basic information such as the timeline and contract value of PVS in terms of the construction segment. Revenue recognition has been estimated by

RongViet Research based on the schedule and initiation time. Exchange rate: 22,500VND/USD.

65
57

54.28

55
59
59

57.90

57
56.19
554
544
56

56.02

Projects (million USD) Timeline
Total 9,258 9,052 10,734 14,339 14,389 16,169
Off-shore 2,898 3,255 4,935 8,194 9,480 11,761
Ghana OTCP Dev - FPSO 2015 2017 2,500 529 791 - - - -
\IZ/)V:\;teToLpl)(r):e?:” Field 2017 2017 3,500 1,725 837 - - - -
Daman 2016 2016 900 644 - - - . B
Ca Rong Do 2017 2020 11,250 - 1,628 2,585 2,613 2,640 2,425
Sao Vang - Dai Nguyet 2018 2021 11,250 - - 2,350 2,969 3,000 3,031
Block B 2020 2025 22,500 - - - 1,188 2,400 4,850
SuTu Trang - Phase 2 2018 2022 5,600 - - - 1,425 1,440 1,455
On-shore 5,612 5,534 5,288 5,463 4,224 3,638
Nghi Son - B2 2015 2017 2,400 138 - - - - -
Ca Mau gas Processing Plant 2015 2017 5,600 2,875 2,627 282 - - -
DPM NPK/NH3 Plant 2018 2018 5,600 2,300 2,325 870 - - -
Long Phu Thermal Plant 2017 2020 5,600 299 581 2,491 1,900 624 -
Song Hau Thermal Plant 2017 2020 5,600 - - - - _ -
Long Son Refinery 2019 2024 11,250 - - 1,645 3,563 3,600 3,638
Others 748 264 511 683 685 770
Source: RongViet Research
Figure 3: Position of PVS in the value chain of an energy project
e  Survey (2D, 3D, e  Marine O&M -
ROV) e  M&C-EPC/EPCI e Floating storage - Maintenance,
e  Marine e  Marine FSO/FPSO upgrade,

e  Seaports

Source: RongViet Research

e  O&M - Operating,
transporting,

testing, manpower,

warehouses
e Seaports

installation, repair
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The survey and marine segments will be the first segments to improve when the oil & gas industry becomes more active. Given the upcoming
improvements in service demand in the near future, investors should follow those segments, as they could be a signal for a future recovery.
Furthermore, the increase in the number of projects for the construction segment will be the main driving force for other services of the
company.

Given the long-term recovery of oil prices, on-shore projects will be gradually replaced by off-shore ones, which will be the main advantage
for PVS. Major risks at this moment only comes from the schedule, while PVN and the government are facing difficulties in terms of
investment capital. However, with new foreign investors investing in several projects such as Long Son or Long Phu 1, this issue could
become less serious.

Brent Movement Since 2016 Forecasts of PVS’s Business Results

60 35,000 2,500
55 30,000 [ | 2000
25,000 »
50 ~
20,000 H I I 1,500
4 15,000 » ol 1,000
40 10,000 L
35 5,000 - I I 500
=l | )
30 n O N 0 O O — N M < 10 O LW LW
O O O © O = = = = = — — N o
25 RRRIRIXIRKRRRRIRKR S o
O OV WV WYVWYVWVWVWWVWOWVOWVOWVOWVWYWVWVWOWVOWVOWOVOONNNDN N AN
SCNSRTNERSSEROSSSSESND
C 00000000000 Or-e-—-—-00O0O mm Revenue PAT for parent company
Source: RongViet Research Source: RongViet Research

Revenue Structure Gross Profit Margins for Each Segment
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VND billion
INCOME STATEMENT 2014 2015 2016F 2017F
Revenue 23,357 18,682 18,534 21,698
COGS 21,182 17,899 17,550 20,153
Gross profit 2,175 783 983 1,545
Selling expenses 99 92 93 108
G&A expenses 896 540 649 759
Financial income 378 306 200 234
Financial expense 378 160 167 179
Other income/loss 82 292 159 110
S::;C (r'g:s) from joint 753 667 508 626
PBT 2,015 1,256 941 1,468
Tax expense 522 346 188 294
Minority interests -24 -129 -103 -21
PAT 1,517 1,039 856 1,195
EBIT 1,180 151 242 677

%

FINANCIAL RATIO 2014 2015 2016F 2017F
Growth
Revenue -26.3% -20.0% -0.8% 17.1%
EBITDA -24.3% -51.0% 51.2% 34.4%
EBIT -33.3% -87.2% 60.7% 179.8%
PAT -23.2% -31.5% -17.6% 39.7%
Total assets -1.1% -3.4% 0.4% 10.1%
Total equity 7.8% 0.7% 7.8% 4.2%
Profitability
Gross margin 9.3% 4.2% 5.3% 7.1%
EBITDA margin 8.9% 5.5% 8.3% 9.6%
EBIT margin 5.1% 0.8% 1.3% 3.1%
Net margin 6.5% 5.6% 4.6% 5.5%
ROA 5.8% 4.1% 3.4% 4.3%
ROCE 7.2% 1.0% 1.4% 3.6%
ROE 14.8% 10.1% 7.7% 10.3%
Efficiency
Receivables turnover 4.1 3.1 3.1 3.1
Inventories turnover 17.8 10.8 235 235
Payables turnover 2.4 2.0 24 2.4
Liquidity
Current 1.7 1.6 2.0 1.9
Quick 1.5 1.4 1.9 1.8
Finance Structure
Total debt/equity 21.9% 15.3% 17.9% 24.4%
ST debt/equity 6.7% 4.2% 4.7% 5.8%
LT debt/equity 15.3% 11.1% 13.2% 18.6%

VND billion
BALANCE SHEET 2014 2015 2016F 2017F
Cash and cash equivalents 7,991 5,884 7,824 8,716
Short-term investments 570 M 273 137
Accounts receivable 5,725 6,125 6,018 7,046
Inventories 1,190 1,651 745 856
Other current assets 524 581 610 640
Property, plant & equipment 4,959 4,459 3,703 3,672
Acquired intangible assets 26 17 12 9
Long-term investments 4,204 4,734 5,241 5,868
Other non-current assets 878 810 850 893
Total assets 26,067 25,171 25,278 27,836
Accounts payable 8,895 9,007 7,378 8,473
Short-term borrowings 684 432 519 674
Long-term borrowings 1,563 1,144 1,471 2,160
Other non-current liabilities 3,078 2,840 2,982 3,131

Bonus and Welfare fund 293 304 304 304
Technology-science

development fund 48 62 62 62
Total liabilities 14,562 13,789 12,715 14,803
Common stock and APIC 4,507 4,507 4,781 4,781
Treasury stock 0 0 0 0
Retained earnings 3,326 3,189 3,701 4,145
Other comprehensive income 0 0 0 0
Investment and Development 2419 2626 2650 2677
Fund

Minority Interest 1 ,624 1,431 1,431 1,431

VALUATION RATIO 2014 2015 2016F 2017F
EPS (dong) 3,397 2,122 1,925 2,679
P/E (x) 4.5 7.7 9.1 6.5
BV (dong) 26,584 26,309 24,823 25,897
P/B (x) 0.6 0.6 0.7 0.7
DPS (dong/cp) 1,200 1,200 700 1,200
Dividend yield (%) 7.9 7.3 4.0 6.9
VALUATION MODEL Price Weight Average

P/E 22,600 50% 11,300
P/B 21,200 50% 10,600
Target price (dong/share) 21,900
VALUATION HISTORY Price  Recommendation Period
04/04/2016 18,000 Accumulate Intermediate

Please refer to important disclosures at the end of this report
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DISCLAIMERS

This report is prepared in order to provide information and analysis to clients of Rong Viet Securities only. It is and should not be construed as an offer to sell or a
solicitation of an offer to purchase any securities. No consideration has been given to the investment objectives, financial situation or particular needs of any specific.
The readers should be aware that Rong Viet Securities may have a conflict of interest that can compromise the objectivity this research. This research is to be viewed
by investors only as a source of reference when making investments. Investors are to take full responsibility of their own decisions. VDSC shall not be liable for any
loss, damages, cost or expense incurring or arising from the use or reliance, either full or partial, of the information in this publication.

The opinions expressed in this research report reflect only the analyst's personal views of the subject securities or matters; and no part of the research analyst's
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or opinions expressed in the report.

The information herein is compiled by or arrived at Rong Viet Securities from sources believed to be reliable. We, however, do not guarantee its accuracy or
completeness. Opinions, estimations and projections expressed in this report are deemed valid up to the date of publication of this report and can be subject to
change without notice.

This research report is copyrighted by Rong Viet Securities. All rights reserved. Therefore, copy, reproduction, republish or redistribution by any person or party for
any purpose is strictly prohibited without the written permission of VDSC. Copyright 2016 Viet Dragon Securities Corporation.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Viet Dragon Securities Corp. (“VDSC"), a company authorized to engage in securities activities in Vietnam. VDSC is not a registered broker-
dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This research
report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange
Act of 1934, as amended (the “Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this
research report should do so only through Rosenblatt Securities Inc., 40 Wall Street 59th Floor, New York, NY 10005, a registered broker dealer in the United States. Under no
circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through VDSC. Rosenblatt Securities
Inc. accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S.
institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may
not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject
company, public appearances and trading securities held by a research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,” as determined in accordance with Section 13(d) of the Exchange Act, 1% or more of any of the equity
securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers, directors or employees may have interests, or long or short positions,
and may at any time make purchases or sales as a principal or agent of the securities referred to herein. Rosenblatt Securities Inc. is not aware of any material conflict of interest
as of the date of this publication.

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past 12 months, nor received
compensation for investment banking services from the subject company in the past 12 months, neither does it or any affiliate expect to receive, or intends to seek
compensation for investment banking services from the subject company in the next 3 months.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the specific investment
objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient. This research report is not guaranteed to be a complete
statement or summary of any securities, markets, reports or developments referred to in this research report. Neither VDSC nor any of its directors, officers, employees or
agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research report’s
preparation or publication, or any losses or damages which may arise from the use of this research report.

VDSC may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of VDSC.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S. issuers
may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial
instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in effect within the
United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other than U.S. dollars
is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by VDSC with respect to future performance.
Income from investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the
interest of investors. Any recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the
issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior.
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RESULT UPDATE

This report is created for the purpose of providing investors with an insight into the discussed company that may assist
them in the decision-making process. The report comprises analyses and projections that are based on the most up-to-date
information with the objective which is to determine the reasonable value of the stock at the time such analyses are
performed. Through this report, we strive to convey the complete assessment and opinions of the analyst relevant to the
discussed company. To send us feedbacks and/or receive more information, investors may contact the assigned analyst or
our client support department.

RATING GUIDANCE

Ratings
BUY ACCUMULATE NEUTRAL REDUCE SELL
Return Potential
Intermediate- term (up to 6 >20% 10% to 20% -5% to10% -15% to- 5% <-15%
months)
Long-term (over 6 months) >30% 15% to 30% -10% to 15% -15% to -10% <-15%
ABOUT US

RongViet Securities Corporation (RongViet) was established in 2007, licensed to perform the complete range of securities
services including: brokerage, financial investment, underwriting, financial and investment advisory and securities
depository. RongViet now has an operating network that spreads across the country. Our major shareholders, also our
strategic partners, are reputable institutions, i.e Eximbank, Viet Dragon Fund Management, etc... Along with a team of the
professional and dynamic staffs, RongViet has the man power as well as the financial capacity to bring our clients the most
suitable and efficient products and services. Especially, RongViet was one of the very first securities firms to pay the adequate
attention to the development of a team of analysts and the provision of useful research report to investors.

The Analysis and Investment Advisory Department of RongViet Securities provides research reports on the macro-
economy, securities market and investment strategy along with industry and company reports and daily and weekly market
reviews

Network

Headquarter

Address: Floor 1-2-3-4-5, Viet Dragon Tower, 141 Nguyen Du, Ben Thanh Ward, Dist.1, Tp.HCM
Phone: 84.8 6299 2006 Fax: 84.8 6291 7986

Website: www.vdsc.com.vn

Ha Noi Branch Nha Trang Branch Can Tho Branch
2C Thai Phien — Hai Ba Trung District 50Bis Yersin - Nha Trang 08 Floor, Sacombank Tower — 95-97-
- Ha Noi 99 Vo Van Tan - Can Tho
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