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Petrolimex Insurance Corporation (PGl — HSX) _
Strong financial status with improving business results (AP AN
Target Price (VND) 20,526
Outlook '
Investment Period Long term
PGl is the fifth largest insurance company, which currently holds 5.96% market share in stock Inf
term of gross premium. The company has come through tough time in 2012 - 2013 and ocknto
its core business has been improving since then. As PGl is aiming to sustainable Sector Insurance
development, it keeps the insurance business at an ample growth rate while strictly Market Cap (VND bn) 1,469
controls loss and expenses ratios. Besides, PGl also has a very strong balance sheet: safe Current Shares O/S 70,074,218
investment asset allocation with adequate technical reserves. Last but not least, PGl is Beta 0.26
the only large listed insurer which has yet found a foreign strategy partner. At this Free float (%) %
moment, PGl is pushing forward the process to look for and issue 20% its chartered
i . 52 weeks High 20,700
capital for strategy shareholder. After the appearance of a foreign shareholder, the
company will set up plan to increase its equity capital till 2018. The more capital it can 52 weeks Low 13,600
raise; the higher competitive edges will be. Last but not least, PGl has always been Avg. Daily Volume (in 20 sessions) 88,767
paying cash dividend gradually with stable payout ratio of 10% of par value. Hence, PGl
is believed to be suitable for long-term and risk-averse investors. pat 1E/032018
st tock vr 23K
At the closed price of VND20,700/share as of 07/09/2016, PGl is traded at P/E forward
12.94x and P/B forward 1.75x. The average P/E and P/B of listed insurers (excluding the N
18K
extreme values of BVH) are 14.32x and 1.19x. We think the company is relatively traded 803K W.NJ
at fair price compared to its peers. Hence, we rate NEUTRAL for this stock. o
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Year end-Dec (bn VND) FY2014 FY2015 FY2016E  FY2017F (*¥) 201K
Net income from insurance activities 1,745 1,896 2,040 2,279 o _.h] - d‘h Lo, o
% growth -0.4 8.6 7.6 11.7 15/12/15 23/04/16 80916
Claim settlements of earned premium -776 -836 -888 -1,016 e
Source: Vietstock
Investment income 93 95 120 134
% growth 237 23 266 1.7 Performance (%)
NPAT 88 93 113 130 3M 6M 1Y
% growth 333 57 21.5 15.0 PGl 27.3 26.2 54.7
NPAT margin (%) 5.1 49 5.6 5.7 Insurance 6.5 13.8 39.1
ROA (%) 29 25 3.0 3.2 VN30 Index 4.8 12.2 13.9
ROE (%) 10.5 11.2 13.8 15.0 VNIndex 7.2 16.3 16.3
EPS (VND) 1,040 1,121 1,599 1,837
Adjusted EPS (VND) 1,040 1,121 1,599 1,837 Major Shareholders (%)
BVPS (VND) 12,058 11,271 11,841 12,654 . " ] G -
Cash dividend (VND) 1,100 1,200 1,000 1,000 Vietnam National Petroleum Group >1.
Joint Stock Commercial Bank for 10.0
P/E (x)* 8.7 13.9 12.9 1.3 . -
. Foreign Trade of Vietnam.
e L I L2 = Vietnam National Reinsurance 8.8
Source:RongViet Research, *price as of 07/09/2016, **not include the effect of private issuance Corporation (Vinare)
Foreigner Investor Room (%) 49
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Moderate growth, competitive pressures pulled the market share down; however, insurance
business profitability is improving

Recently, fierce competition from the small-sized insurance companies such as BIC and MIC attributed to
the decline in market share of four among five leading enterprises (PVI, BVH, BMI, PGI, except PTI). For
PGlI, the average growth rate from 2013 to 2015 was 4.1%, lower than the industry average of 9.5%. PGlI's
market share in non-life insurance segment decreased from 7,35% at the end of 2014 to 6.55% at the end

of 2015.
Figure: Gross and earned premium (unit: mn VND) Figure: Gross premium structure of PGI
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The segments accounted for large proportion in PGl's organic revenue were motor vehicle (45%), hull
and P&l (14%), health and accident (12%) and fire and explosion insurance (11%). Among these services,
hull and P&l gained the highest growth rate of 24.1%, followed by health and accident insurance with an
upsurge of 9.2%. Motor vehicle insurance which explained high fraction in revenue had only a moderate
growth of 4.8% while fire and explosion insurance saw a strong decline of 10.9% after the significant
advance of 70.6% in 2014.

Figure: Retention rate of PGI’s premium
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PGl’s earned premium ratio ranged from 74% to 77%, similar to that of other retail insurance companies.
Motor vehicle insurance and health and accident insurance had the highest retained premium rate of
99%. This ratio was quite low, from 43% to 49%, for other services such as asset insurance, fire and
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explosion insurance, hull insurance due to the risky characteristics (the insurance companies usually
classify risk into group 4-5, the riskiest group). The reasonable retained premium ratio for each service
helped PGI control its loss ratio.

Figure: Loss ratios of different segments

Figure: Loss and expense ratios
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Net earned premium slightly increased 8.6% but loss and expense ratios were well controlled. Except for
fire & explosion products, which had loss ratio significantly climb from 100.5% in 2014 to 141.6% in 2015,
other business lines had deteriorated loss ratios. Some of them have encouraged results such as cargo
insurance having loss ratio decrease from 45.6% in 2013 to 34.1% till 2015; hull and P&l insurance even
witnessed more impressive result as it saw considerable downturn in loss ratio from 309.1% in 2013 to
only 86% in 2015. Two major products of PGI, which are health & accident and motor vehicle insurance,
saw stable loss ratio of 51% and 46% consecutively.

Thanks to austere compensation management at major products, loss ratio of PGl has reduced in the
period of 2013 - 2015 from 53.8% to 49.9%. Expense ratio also fluctuated between a narrow range from
53% - 54% (before 2013) and 50% - 51% (from 2013 - 2015). Therefore, combined ratio remained at
99.2% in 2014 and 2015. As a result, PGl recorded an increase of 9.7% in net income from insurance
activities.

Figure: Technical reserves (unit: bn VND)
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Risk management at PGl is also reflected in the company’s high technical provision. Loss reserve surged
from 20% in 2013 to 50% and 46% in 2014 and 2015. Besides, PGl chooses the highest catastrophe reserve
provision level, which is equivalent to 3% of earned premium (the ratio is regulated by MoF to vary
between 1% and 3%). More profit could be revealed if PGl choose smaller reserve ratio. Assuming the
company use the benchmark 1% of earned premium, we notice that PGl could earn a surplus amount of
VND37.1 billion compared to FY2015 PBT. One could argue that after heavy damages in 2014 due to riots in
Bind Duong and Dong Nai Province, PGl believes aggressive provision policies could help it minimize risks
if surprises catastrophes like these events happen again in future. In brief, there are 2 major impacts of
PGl's current provision: (1) it should decrease the BVPS and (2) reduce the profit but (3) guarantee a strong
balance sheet of PGI.

Stable investment income

Figure: Asset allocation and investment yield
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Financial Investment places an important role which contributed 85% of operating profit.

FY15's total investment increased by VND168 billion. Safety continues to be PGl's priority with 88.64%
portfolio allocation in deposits in which the proportion of term deposits (under 1 year) and non-term
deposits were 97% and 3% respectively. In 2012, PGI’s solvency margin was 137.84% higher than minimum
solvency margin but significantly declined in 2013 (reached 112.58%) as PGl added VND195 billion into
reserve (+18.32% compared with 2012). PGI continued to stick with its stable development orientation so
the company preferred high provision in 2014 and 2015. Hence, PGl increased the proportion of deposits to
maintain solvency margin/minimum solvency margin ratio. With PGI's portfolio allocation, general business
was guaranteed to be safe but maintained modest investment efficiency as only 5.84% and 5, 31% in 2014
and 2015 respectively while VND interest rates in last 2 years were quite low, about 6.4%-6.5%. 2H16 interest
rates tend to slightly increase (+0.5%-0.7%) compared with 2015. Therefore, with the portfolio allocation
which is forecasted continuing to maintain high proportion of deposits, PGl’s investment activities may be
slightly improved.

Capital raising schedule may complete in 3Q2016

Similar to other companies in the industry, PGl set a plan to increase its charter capital to VND1,000 billion in
2016-2018 with the goals of improving its financial ability then improving its competitiveness. Specifically,
at the 2015 AGM, BOD approved to issue 20% for strategic shareholder which was scheduled to finish at the
end of 2015, raising PGl's charter capital to VND887 billion. However, this plan could not complete in 2015

Please refer to important disclosures at the end of this report 4
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and was expected to fulfill in 2016. This inflow cash flow is expected to finance for building branch at Ho Chi
Minh city to encourage insurance business. Recall that revenue from Ho Chi Minh accounted for 22% of PGl's
total revenue in recent years.

PGI TH2016’s update and FY16’s forecast result

1H2016 gross revenue reached VND1,170 billion (+7.6% compared with 1H15) and completed 50% of FY16's
schedule. Gross loss ratio on insurance services was 37.5% of 2015. Profit before tax attained VND78 billion,
increased by 20% compared with 1H15 and fulfill 65% of profit schedule. We expected PGl FY16's gross
revenue raises 8.1% compared to FY15. Loss ratio will slightly improve, reach 48.02% while expense ratio will
maintain at 51%. Besides, combined ratio is forecasted to reach 99.12% so PGl will continue to get profit
form insurance services. Investment rate is expected to attain 6.62% so investment activities revenue can
increase 25.56% compared with 2015. Hence, FY16 profit before tax is forecasted to approximate VND140
billion (+21.74% compared with FY15) and excess 16.67% of 2016 schedule. FY16 EPS is expected to attain
VND1,551 per share. With current price of VND20,700 per share, PGl is trading at PER of 12.94x and P/B of
1.75x.

Table: P/B, P/E of listed insurers (excluding BVH)

No. Tickers Companies’ names P/E P/B

1 ABI Agriculture Bank Insurance Joint — Stock Corporation 747 1,22
2 BIC BIDV Insurance Corporatio 26.68 2.05
3 Bl Bao Long Insurance Corporation 16.43 0.58
4 BMI Bao Minh Insurance Corporation 16.17 1.08
7 PTI Post & Telecommunicatons Insurance JSC 7.76 1.28
8 PVI PVI Holdings 11.45 0.94

Average 14.32 1.19
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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., 20 Broad Street 26th 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 YDSC.

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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BRIEF 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, 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
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