RONGVIET

SECURIST IES

., 4 ! %
o b il & # _— 5 - - \ g
] iy, . . i e T ol .‘- a il \ o -_.. B ____.f'
- ¥ - : B s Y \P% . B /'

CESE————— =

Preliminary 2

-

My

e —



RONGVIET

SECURITIES

il
b

USTRY: Non-life sector to outpace life =
sector post-pandemic

»
J ol (&

I'I\\ISURAN.C IN

Tam Pham - tam.ptt@vdsc.com.vn



LIFE INSURANCE SECTOR - REVIEW

Covid-19 to add pressure on declining growth

Slowing down growth

» Total direct written premiums in 4M2020 were VND 33,475 bn (+17% YoY), lower than the growth rate of 2x-3x% of in the last consecutive seven years. Sales grew
weakly as companies had to canceled new consultant recruitment and training activities, sale events and marketing programs due to social distancing orders.
Disruptions in business also reduced clients’ income, leading to delays in premium payments. The pandemic has added pressures on the declining growth of new
business premiums. Since 2H2018 top players have changed their strategy towards profitability rather than market share. This signals slower growth of total

premiums in the coming years.

Investment-link insurance continues to dominate sales

* New business premiums in 4M2020 were VND 10,012 bn, growing 8% YoY (4M2019: 20% YoY), the lowest growth rate in the last seven years. Investment-link
insurance products registered a growth rate of 13% YoY as government bond yields bottomed out in TH2020. New business premium of endowment plummeted 30%
YoY. As this product has interest-sharing term, decreasing sales of this product can reduce mathematical provision expense.

Figure 1: 4M2020 sector growth

Figure 2: Product mix of new business premiums
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NON-LIFE INSURANCE SECTOR - REVIEW

Healthcare insurance thrived on the anxiety about health problems

Non-life direct written premiums in 4M2020 came at VND 17,920 bn, +9% YoY, of which healthcare insurance surged 19.5% YoY, boosted by the rising concerns of the
pandemic. We believe this will be the major trend for the non-life insurance sector in the future.

Meanwhile, premiums of other major products fell or grew weakly following disruptions in social-economic activities. Motor vehicle insurance minus 2.2% YoY,
cargo transportation insurance slumped 14.6% while asset and damage insurance and fire and explosion insurance increased marginally 9.5% and 6.8%, respectively.

In 2H2020, sales of these products could recover substantially as (1) the pandemic is being strictly-controlled in Vietnam and social-economic activities are returning to
normal, (2) investments are flowing into the domestic economy from the government’s public investment programs as well as the wave of shifting processing and
manufacturing centers of multinational corporations from China to Vietnam, (3) Decree No. 70/2020 / ND-CP on reduction of 50% of registration fee for cars, trailers or
semi-trailers; and Decree 57/2020/ND-CP on exemption of import tax for auto parts that cannot be domestically produced.

Market shares of top 5 companies continued to shrink.

Figure 5: Market shares of 5 largest players

Figure 3: 4M2020 sector growth

Figure 4: Product mix
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INSURANCE SECTOR - PROSPECTS

Post-pandemic, non-life insurance to outpace life insurance in profitability

* Companies (both life and non-life insurers) are struggling with investment activities, which traditionally is the major profit generator. Low deposit interest rates and
bond yields, and a less supportive stock market are factors that drive down investment yields.

* Arecent research by the US National Bureau of Economic Research (NBER) found that real interest rates post pandemics “substantially depress” returns for decades,
before returning back to the pre-pandemic levels, due to the relative lack of labor and higher savings. This leads us toexpect that life insures are highly likely to see a
low growth of life insurance premiums in the coming years. A substantial proportion are investment-linked products, in order to minimize the mismatch effect
between investment interest received in the future and interest committed to clients pre-COVID-19.

* For non-life insurers, the situation could be more comfortable: Sales of non-life insurance will recover once economic activities return to normal. In addition, as most
of non-life insurance policies only last for one year and they do not contain interest sharing terms, the risk of mismatch is near zero. As a result, non-life insurers could
boost growth of the insurance business to compensate for the low investment yield.

Figure 6: Vietham government bond yields (%/year)
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INSURANCE INDUSTRY

Industry comparables (TTM)

. Market cap [Target price Sales EBITDA EBITD.A O_peratmg Netincome| Net Profit Current P/E|Current P/B
Ticker (USD mn) growth(% | growth(% [ margin income growth
YoY) YoY) (%) margin (%) | (% YoY)
PGI 71 19,600 13.6 15.1 8.9 6.3 26.3 6.2 33 13.1 6.5 8.3 1.1
BVH 1,439 N/A 9.6 30.5 7.9 4.0 -6.1 33 0.8 5.6 1.8 30.1 1.7
PVI 298 N/A -33.0 -17.5 19.2 7.5 -3.2 17.5 3.1 9.8 7.5 10.1 1.0
BMI 108 N/A 18.1 20.1 5.2 1.8 -5.9 4.4 3.0 7.9 4.5 11.2 0.9

Source: Bloomberg, RongViet Securities. Share price as of Aug 7, 2020.




INSURANCE INDUSTRY

Industry comparables
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PGI - HEALTH INSURANCE TO BE THE NEW GROWTH DRIVER

INVESTMENT RATIONALE

Health insurance to be the new growth driver

(0]

Concerns of health problems rise in and post the pandemic boosted sales of health
insurance (+190% YoY in TH2020). Health insurance will be the major trend of the non-life
insurance sector in the future. Other products will rally quickly in 2H2020, following the
recovery of the economy.

Health insurance has the highest underwriting expense among all the product lines. As a
result, the expense ratio will increase.

Insurance premiums growth is likely to be kept high in the coming years to make up for the
fall in investment income.

Good credit rating of B+ and business relation with PLX (the largest shareholder) with
large corporations assure sales of asset and damage insurance

Healthy and safe investment portfolio ensures timely claim settlement but long-lasting
low deposit interest rates may lead to lower investment yields

0 85-86% in short term bank deposits, higher than the industry average (70%). 5-6% in stocks
that have strong fundamentals.
0 Low deposit interest rates and lower stock market amid the gloomy macro-economy are
factors that drive down investment yield.
RISKS TO OUR CALL

* Natural disasters that are more severe than expected.

* The pandemic becomes more complicated than expected, resulting to lockdowns globally

ACCUMULATE
CMP (VND)
Target price (VND)

Cash dividendin 12 months

STOCKINFO
Sector
Market Cap ($ mn)

Current Shares O/S (mn shares)

3M Avg. Volume (K)

3M Avg. Trading Value ($ mn)

Foreign Ownership (%)
State Ownership (%)

FORECAST
Revenue (VND bn)
Growth (%)
NPATMI (VND bn)
Growth (%)

ROA (%)

ROE (%)

EPS (VND)

Book Value (VND)
Cash dividend (VND)
P/E (x) (*)

P/B (x) (¥)

(*) Share price as of Aug 7th, 2020.

2018A
2,413
3.4
142
22.1
2.7
9.6
1,468
16,792
1,200
11.6
1.0

+13%
18,450
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1,300

Financials
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89

5

0.0

28.3
13.6-20.3

2019A 2020F 2021F
2,606 3,110 3,651
8.0 19.3 17.4
166 168 197

17.2 0.9 17.5
3.0 2.7 2.8
11.0 10.7 12.1
1,721 1,738 2,041
17,369 17,956 18,842
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PGI - Health insurance to be the new growth driver

Figure 1: 1H2020 revenue and NPATMI (VND bn)
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1H2020: The pandemic has caused divergence in product lines. Combined ratio

2,000 reduced thanks to high premium growth. Investment business was stable.
1500 1,432 0 Health insurance sales rocketed 191% YoY, driven by the rising concerns of severe and
' 1084 1,173 1,233 unpredictable health problems. Asset and damage insurance maintained a growth of
1.000 ' Revenue 20% YoY due to the company’s good credit rating (B+) and the business relations of the
' = NPATMI largest shareholder (PLX) with corporations. Cargo transportation insurance and fire and
500 explosion insurance sales fell deeply by 23% and 18% YoY, respectively, because of
uarantine measures in April and weak exports.
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0 - - - 0 The surge in premiums led to the temporary improvement of the loss ratio from 48.9%
1H2017 1H2018 1H2019 1H2020 in 2019 to 43.6%, besides the slight drop of 3% in claim payment. However, the expense
source: PGl, Rong Viet Securities ratio climbed from 44.8% to 47.6% as health insurance is the product that has the
Figure 2: Loss ratio, expenses and combined ratio highest underwriting expense.
| 0 The investment portfolio structure remained unchanged from last year. Investment
99.2% 99.0% 96.7% 94.6% 93.6% : 94.9% 91.29% yield: 7.2%/year.. Excluding the reversal of provisions for investment in subsidiaries of
' USD 0.3 mn, the investment yield was 6.7%/year (1H2019: 6.6%/year)
I
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2H2020: Health insurance to be the new growth driver. Investment yield is likely to
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2015 2016 2017 2018 2019 ' 1H2019 1H2020 0 For 2020, we forecast gross written premiums at VND 3,110 bn (+19.3% YoY), NPATMI

VND 168 bn (+0.9% YoY). The combined ratio should reach 94%, slightly rising from
93.6% in 2019. The investment yield will fall to 5.8%/year (2019: 6.9%/year).
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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 solicitati

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 th

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 2019 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”).
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.

RESEARCH DISCLOSURES

Third Party Research

This is third party research. It was prepared by Rong Viet Securities Corporation (Rong Viet), with headquarters in Ho Chi Minh City, Vietnam. Rong Viet is authorized to engage in securities
activities according to its domestic legislation. This research is not a product of Tellimer Markets, Inc., a U.S. registered broker-dealer. Rong Viet has sole control over the contents of this research
report. Tellimer Markets, Inc. does not exercise any control over the contents of, or the views expressed in, research reports prepared by Rong Viet.

Rong Viet is not registered as a 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” and other “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 thi

should do so only through Tellimer Markets, Inc., located at 575 Fifth Avenue, 27th Floor, New York, NY 10017. A representative of Tellimer Markets, Inc. is contactable on +1

Under no circumstances should any U.S. recipient of this research report effect any transaction to buy or sell securities or related financial instruments through Rong Viet. Tellimer Markets, 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..
None of the materials provided in this report may be used, reproduced, or transmitted, in any form or by any means, electronic or mechanical, including recording or the use of any information
storage and retrieval system, without written permission from.

Rong Viet is the employer of the research analyst(s) responsible for the content of this report and research analysts preparing this report are resident outside the U.S. and are not associated
persons of any U.S. regulated broker-dealer. 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 Tellimer Markets, 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

Tellimer Markets, Inc. or its affiliates has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not received compensation for
investment banking services from the subject company in the past 12 months, and does not expect to receive or intend to seek compensation for investment banking services from the subject
company in the next three months. Tellimer Markets, Inc. has never owned any class of equity securities of the subject company. There are no other actual, or potential, material conflicts of
interest of Tellimer Markets, Inc. at the time of the publication of this report. As of the publication of this report, Tellimer Markets, Inc. does not make a market in the subject securities.

About Tellimer

Tellimer is a registered trade mark of Exotix Partners LLP. Exotix Partners LLP and its subsidiaries ("Tellimer") provide specialist investment banking services to trading professionals in the
wholesale markets. Tellimer draws together liquidity and matches buyers and sellers so that deals can be executed by its customers. Tellimer may at any time, hold a trading position in the
securities and financial instruments discussed in this report. Tellimer has procedures in place to identify and manage any potential conflicts of interests that arise in connection with its research.
A copy of Tellimer’s conflict of interest policy is available at www.tellimer.com/regulatory-information.

Distribution

This report is not intended for distribution to the public and may not be reproduced, redistributed or published, in whole or in part, for any purpose without the written permission of Tellimer.
Tellimer shall accept no liability whatsoever for the actions of third parties in this respect. This report is for distribution only under such circumstances as may be permitted by applicable law.
This report may not be used to create any financial instruments or products or any indices. Neither Tellimer, nor its members, directors, representatives, or employees accept any liability for any
direct or consequential loss or damage arising out of the use of all or any part of the information herein.

United Kingdom: Distributed by Exotix Partners LLP only to Eligible Counterparties or Professional Clients (as defined in the FCA Handbook). The information herein does not apply to, and
should not be relied upon by, Retail Clients (as defined in the FCA Handbook); neither the FCA's protection rules nor compensation scheme may be applied.

UAE: Distributed in the Dubai International Financial Centre by Exotix Partners LLP (Dubai) which is regulated by the Dubai Financial Services Authority (“DFSA”). Material is intended only for
persons who meet the criteria for Professional Clients under the Rules of the DFSA and no other person should act upon it.

Other distribution: The distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this document comes should inform themselves about, and
observe, any such restriction

Disclaimers

Tellimer and/or its members, 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. Tellimer may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups of Tellimer.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this 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 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.

Frontier and Emerging Market laws and regulations governing investments in securities markets may not be sufficiently developed or may be subject to inconsistent or arbitrary interpretation
or application. Frontier and Emerging Market securities are often not issued in physical form and registration of ownership may not be subject to a centralised system. Registration of ownership
of certain types of securities may not be subject to standardised procedures and may even be effected on an ad hoc basis. The value of investments in Frontier and Emerging Market securities
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