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Southern Gas Joint Stock Company (PGS — HNX) ACCUMULATE
CNG divestment improves PGS’s financial capability CMP (VND) 17,900
Particulars (VND bn) Q1-FY16 Q4-FY15 +/-qoq Q1-FY15 +/-yoy Target Price (VND) 20,600
Net revenue 1,229.0 1,489.1 -17% 1,431.0 -14% Investment Period Intermediate
PAT 184.6 4.1 4,354% 334 452%
EBIT 265.0 441 501% 60.4 339%
EBIT margin 21.6% 3.0% 1,860bps 4.2% 1,734bps stock Info
Sources: PGS, RongViet Research
. . . Sector Oil & Gas
Extraordinary profit in Q1/2016 came from CNG divestment. In Q12016, PGS Market Cap (VND bn) 890
. . . - o
achieved a record profit after tax with VND 184.6 billion (+452% yoy) thanks to the Current Shares O/S (million shares) 50
completion in CNG Vietnam divestment with total value of approximately USD 310 Beta 10
billion. However, revenue and profit after tax of parent company (excluding financial )
. L . . . Free float (%) 58.7%
profit) in Q1/2016 significantly deteriorated with -12.7% yoy and -50.3% yoy, equivalent 52 weeks Hiah 20134
weeKks Hi ,
to VND 842 billion and VND 21 billion. The decline in core business activities resulted g
. . . . 52 weeks Low 13,246
from low crude oil prices in Q12016 with the bottom of 10 years. Therefore, average
selling price of gas dropped by 7.6% in 2016, negatively affected revenue and gross Avg. Daily Volume (in 20 sessions) 468,444
profit.
CNG segment will be the leading growth factor for PGS FY15 Current
In 2016, we expect that growth in CNG segment will come from new customer, EPS 2458 6,971
Samsung CE to start operation with expected input of 6 — 7 million m3 CNG. In addition, EF"IS tG:l)\éV;: ;4‘:);/8" 2099;/1"
lHute y '
PGS also succeed in negotiation for an additional discount level to match with lower oil P/E 6.4 38
price. This will support PGS to maintain a stable profit under the worst case scenario of P/B 10 0.9
global crude price. EV/EBITDA 2.06 1.05
Moreover, LPG segment continues low growth rates due to fixed market share and fierce ;gs: dividend (on par) 1;3’ ;Zz’
competition. Forecasted output is relatively equivalent to PGS’s annual plan with i i
241,185 tons. With extra ordination gain from CNG divestment, PGS improved its Price performance
financial capability to enhance profitability and business efficiency through M&A deals 25 - Volume b - 2000
with other LPG companies. We believe this is the most suitable strategy for PGS in order 2 | | s0o
to expanse business activities. 15
Revenue and profit after tax in 2016 of PGS (excluding the divestment factor) are 10 - 19
forecasted to achieve VND 4.618 billion (+16.0%) and VND 100 billion (-12.6% yoy). 5 | [ 500
Attractive dividend yield 0 e 0
According to the Company, dividend for 2016 will reach 30%, equivalent to dividend 3533385832528885538

yield of 15%. PGS has gone through the process to make the advance payment with

i 0,
15% for 2016 and 6% for 2015 in Q22016. The remaining 15% is expected to be an Major Shareholders (%)

attractive factor and could be paid out at the end of this year. PVGas 35.26
Recommendation and Valuation. LPG prospects has demonstrated no significant Halley Sicav - Halley Asian Prosperity 9.66
MB Capital 5.98

improvement while CNG segment has only one additional major customer (Samsung
CE). Consequently, we believe that growth prospects of PGS's business results will Foreign Investor Room (%) 28.78
maintain at low level. The appropriate price for PGS stock is forecasted at VND
20,600/share* based on FCFE and P/E valuation method. RongViet Research
recommends to ACCUMULATE in INTERMEDIATE.
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*FCFE and P/E valuation method excluded the extraordinary profit from CNG divestment. This gain (equivalent to ~5,000VND/share) and the
elimination of dividend payment (equivalent to ~2,100VND/share) were taken into the forecasted stock price.

Exhibit 1: Q1-FY2016 Results (Consolidated)

Particulars (VND bn) Q1-FY16 Q4-FY15 % chg (qoq) Q1-FY15 % chg (yoy)
Net Revenues 1,229.0 1,489.1 -17.5% 1,431.0 -14.1%
Gross profits 216.2 273.3 -20.9% 258.3 -16.3%
SG&AC 201.7 237.9 -15.2% 205.6 -1.9%
Operating Income 14.5 354 -59.1% 52.6 -72.5%
EBITDA 302.1 150.7 29.8% 124.8 56.6%
EBIT 265.0 441 501.3% 60.4 338.9%
Financial expenses 324 7.2 349.7% 7.3 341.2%
- Interest Expenses 7.3 6.8 7.4% 7.2 0.8%
Dep. and amortization 69.5 -106.6 -165.2% -64.4 -207.9%
Non-recurring ltems (¥)
Extraordinary Items (*) 240.0
PBT 257.7 373 591.2% 53.1 384.9%
PAT 184.6 4.1 4353.7% 334 452.2%
(*) Adjusted PAT 6.4 4.1 54.5% 334 -80.8%
Sources: PGS, RongViet Research
Exhibit 2: Q1-FY2016 performance analysis (Consolidated)
Particulars Q1-FY16 Q4-FY15 % chg (qoq) Q1-FY15 % chg (yoy)
Profitability Ratios (%)
Gross Margin 17.6% 18.3% -76bps 18.0% -46bps
EBITDA Margin 24.6% 34.3% -4,761bps -12.4% -96bps
EBIT Margin 21.6% 3.0% 1,860bps 4.2% 1,734bps
Net Margin 15.0% 0.3% 1,474bps 2.3% 1,268bps
Adjusted Net Margin 15.0% 0.3% 1,474bps 23% 1,268bps
Turnover *(x)
-Inventories 316 333 -1.7 258 5.9
-Receivables 7.8 8.3 -0.6 6.6 1.2
-Payables 4.0 4.9 -0.8 35 0.5
Leverage (%)
Total Debt/ Equity 14 1.5 -0.1 1.8 -04

Sources: PGS (*) Annualized turnover

Please refer to important disclosures at the end of this report
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Exhibit 1: Q1-FY2016 Results (Parent)

Particulars (VND bn) Q1-FY16 Q4-FY15 % chg (qoq) Q1-FY15 % chg (yoy)
Net Revenues 828.9 1,021.7 -18.9% 953.7 -13.1%
Gross profits 136.7 167.8 -18.5% 153.1 -10.7%
SG&AC 141.5 1724 -17.9% 133.9 5.7%
Operating Income -4.8 -4.6 4.6% 19.2 -125.1%
EBITDA 3723 110.2 237.8% 98.3 278.6%
EBIT 336.6 24.2 1.293.6% 50.8 562.4%
Financial expenses 30.9 5.1 511.1% 5.8 431.4%
- Interest Expenses 5.8 49 18.2% 5.8 0.5%
Dep. and amortization -35.7 -86.1 -58.5% -47.5 -24.9%
Non-recurring ltems (¥)
Extraordinary ltems (¥) 310.0
PBT 330.8 19.2 1618.6% 45.1 634.3%
PAT 269.1 9.2 2812.9% 42.2 537.4%
(*) Adjusted PAT 16.9 9.2 83.0% 42.2 -60.0%

Sources: PGS, RongViet Research

Exhibit 2: Q1-FY2016 performance analysis (Parent)

Particulars Q1-FY16 Q4-FY15 % chg (qoq) Q1-FY15 % chg (yoy)
Profitability Ratios (%)

Gross Margin 16.5% 16.4% 7bps 16.1% 44bps
EBITDA Margin 44.9% 10.8% 3,413bps 10.3% 3,460bps
EBIT Margin 40.6% 2.4% 3,824bps 5.3% 3,528bps
Net Margin 32.5% 0.9% 3,156bps 4.4% 2,804bps
Adjusted Net Margin 2.0% 0.9% 114bps 4.4% -239bps
Turnover *(x)

-Inventories 26.6 30.7 -4.1 205 6.1
-Receivables 7.0 7.9 -0.9 6.6 0.4
-Payables 3.6 8.8 -5.2 7.6 -4.0

Leverage (%)
Total Debt/ Equity 1.1 14 -0.3 1.5 -0.4

Sources: PGS (*) Annualized turnover

Please refer to important disclosures at the end of this report
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Updated information

Average CP Aramco in Q1 has dropped to USD324/ton (-21.8% compared with Q42015). However, retail domestic selling price has lower
decrease with only -7.6%.

In term of 2016 plan, PGS provided different scenario for global crude oil price at USD 60, 50, 40 and 30/barrel. After excluding the
financial factor, PGS’s plan is relatively appropriate without much volatility. With current average crude oil price has been ~USD40/barrel
this year and the perspective that oil price will be under the long-term recovery trend, RongViet Research will use USD45/barrel (Brent) as
the base case scenario for the valuation of stock price and forecasted business results.

Financial profit after tax in 2016 is expected to be VND 248 billion. Dividend this year will contain 15% from this profit and retained
earnings could be used for (1) loan restructuring and (2) core business investment. We believe that PGS could expand LPG activities
through M&A deal or focus on LNG segment in the future.

2016 plan according to oil price scenario

1 CNG Million m3 90 90 90 90
2 LPG Tons 248,000 248,000 248,000 248,000
3 Revenue VND Billion 5,107.96 5,013.02 4,945.35 4,888.73
4 Profit after tax VND Billion 412.68 391.19 365.21 336.33

Source: PGS, RongViet Research

CP Aramco and retail gas price in Northern region Forecasted PGS’s business results during 2016 — 2020
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VND billion
INCOME STATEMENT 2014A 2015A 2016E 2017F
Revenue 74843 5,956.3 4,6184 5,107.8
COGS 6,336.2 4,827.1 3,801.5 4,183.5
Gross profit 1,148.1 1,129.3 816.9 9243
Selling Expense 672.5 7184 655.8 689.6
G&A Expense 207.4 173.2 924 102.2
Finance Income 17.4 10.6 385.8 30.1
Finance Expense 334 28.1 27.0 231
Other profits -5.5 6.8 7.6 7.3
PBT 246.6 226.9 435.0 146.8
Prov. of Tax 55.2 62.3 87.0 294
Minority’s Interest 51.2 53.2 0.0 0.0
:::rte‘:‘if;ei:y 140.3 1114 3480 1175
EBIT 279.3 2547 461.4 169.3
EBITDA 561.8 3338 650.1 378.2
FINANCIAL RATIO 2014A 2015A 2016E 2017F
Growth
Revenue 8.4% -20.4% 16.0% 10.6%
Operating Income -11.7% -11.4% -15.4% 93.0%
EBITDA -14.3% -40.6% 93.5% -41.8%
PAT -21.7% -20.6% 204.0% -66.2%
Total Assets 4.3% -17.3% 8.3% 6.7%
Equity 3.1% -5.5% 24.5% 4.2%
Internal growth rate 9.0% 4.5% 21.8% 4.1%
Profitability
Gross profit/Revenue 15.3% 19.0% 17.7% 18.1%
Operating profit/ Revenue 3.6% 4.0% 1.5% 2.6%
EBITDA/ Revenue 7.5% 5.6% 14.1% 7.4%
Net margin 1.9% 1.9% 7.5% 2.3%
ROAA 4.5% 3.8% 46.6% 15.4%
ROAE 15.1% 12.2% 38.4% 11.4%
Efficiency
Receivable Turnover 8.6 7.6 8.6 8.8
Inventory Turnover 32.6 29.2 32.7 339
Payable Turnover 4.6 3.8 5.0 53
Liquidity
Current 1.0 0.9 1.1 1.1
Quick 0.9 0.8 0.9 1.0
Solvency
Total Debt/Equity 218.9% 177.3% 113.8% 119.0%
Current Debt/Equity 33.5% 38.6% 32.1% 34.1%
Long-term Debt/ Equity 13.2% 10.8% 5.1% 4.4%

VND billion
BALANCE SHEET 2014A 2015A 2016E 2017F
Cash and short-term investment 620 409 415 489
Receivables 918 660 554 613
Inventories 184 146 122 126
Other current assets 84 62 30 30
Total Current Asset 1,846 1,291 1,131 1,262
Fixed Assets 701 703 594 619
Construction in Progress 47 63 50 50
Long-term Investment 0 0 0 0
Other long-term assets 579 572 377 366
Long-term Asset 1,357 1,356 1,021 1,035
Total Asset 3,203 2,647 2,152 2,297
Payables 1,426 886 684 753
Current Debt 315 343 323 358
Long-term Debt 125 96 51 46
Other long-term liabilities 115 118 25 25
Total Liability 2,062 1,578 1,146 1,248
Owner’s Equity 942 890 1,006 1,049
Capital 380 500 500 500
Retained Earnings 115 43 231 274
Funds & Reverses 401 301 230 230
Others 0 0 0 0
Total Equity 942 890 1,006 1,049
Minority’s Interest 193 179 0 0
TOTAL RESOURCES 3,196 2,647 2,152 2,297
VALUATION RATIO 2014A 2015A 2016E 2017F
EPS (dong) 3,691 2,458 6,960 2,349
P/E (x) 44 6.4 23 6.7
BV (dong) 24,779 16,169 20,129 20,978
P/B (x) 0.6 1.0 0.8 0.7
DPS (dong/cp) 1,500 1,400 3,000 1,500
Dividend yield (%) 9.2 89 15.0 9.6
VALUATION MODEL Price Weight Average
FCFE 21,482 50% 10,740
P/E 14,002 50% 7,001
Target price (dong/share) +2,900 20,642
VALUATION HISTORY Price Recommendation Period
10/07/2015 27,000 Buy Intermediate

Please refer to important disclosures at the end of this report
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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 Phan Dinh Phung -Can Tho
- HaNoi

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.
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