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Revenue and NPAT in 1Q22 grew
strongly by 65.2% YoY and 25.1%
YoY

High crack spreads would boost
BSR's revenue and profit

BSR has been conducting a
feasibility report on upgrading &
expanding the Dung Quat Refinery

We recommend BUY for BSR shares
with target price of VND38,200
apiece

Bu g maintain

In 1Q22, Binh Son Refinery (BSR) recorded NPAT of VND2,312 billion (+25.1% YoY)
and net revenue of VND34.783 billion (+65.2 % YoY). Sales volume during the
quarter hit only 1,594 thousand tons (+2.4% YoY). However, the increase in selling
prices in line with Brent crude oil price rallies (averaging USSD97.9/barrel, +59.7%
YoY) led to high revenue growth for BSR.

The prolonged war in Ukraine and import bans on Russian fuel by Western
countries caused disruptions in crude oil supply from Russia to European oil
refineries and a shortfall in finished petroleum products. Furthermore, the Zero-
Covid policy of Ching, the largest importer of oil and second largest refiner of oil in
the world, led to waning demand and supply from refineries in this nation.
Therefore, we believe the crack spreads of refined oil products will continue to
remain high until the shortage of refining capacity and finished petroleum products
is resolved by the end-2022.

We expect that Dung Quat Refinery will come into stable operation in 2022, with
an efficiency of 108%, given no maintenance overhaul (BSR overhauls every three
years in 50-52 days, the latest was in 2020) and make up for the shortfall in
production resulting from the reduced capacity of Nghi Son Refinery.

Based on the DCF valuation method, business outlook, and possible risks, we
recommend BUY for BSR stock. The target price is VND38,200/share, 38.4% higher
than the closing price on June 3, 2022.

Target price VND38,200 Trading data Share price performance
Free float 7.9% (%) M 3M 6M 1M
Upside/Downside 38.4% 3M avg trading value (VNDbn) 217.33 Absolute 249 -52 26.6 48.1
Current price (June 3, 2022) VND27,700 Foreign ownership 0.0% Relative 325 9.2 45.6 56.8
Consensus target price VND31,850 Major shareholder PetroVietnam (PVN)
Market cap (VNDbn) 85,574 (92.1%)
Forecast earnings & valuation Relative performance (left)
FY-end 2020A 2021A 2022F 2023F Stock price (right)
Revenue (VNDbn) 57,959 101,079 148917 116,418 (%) VND
EBIT (VNDbn) (3,046) 6,545 12979 10628 80 oo
NPATMI (VNDbn) (2,819) 6,705 12,857 10,295 60 25,000
EPS (VND) (909) 2,162 4,147 3,320 40 20,000
EPS growth (%) -201.2 -337.8 92.0 -20.0 20 15,000
P/E (x) -10.7 105 9.2 115 0 ;‘ng(’
EV/EBITDA (x) -61.3 73 71 8.1 20 0'
P/B (x) 1.0 1.9 2.5 2.2 o> o> & s o
ROE (%) -92 178 269 19.1 O R S
Dividend yield (%) 0.0 0.0 2.6 39

Source: Bloomberg, KB Securities Vietnam



Revenue and NPAT in 1Q22 grew
strongly by 65.2% YoY and 25.1%
YoY

Profit margin decreased slightly
QoQ as BSR had to set aside for
the inventory devaluation

Fig 1. BSR - Revenue, gross profit margin (VNDbn, %)
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Business performance

In 1Q22, BSR posted NPAT of VND2,312 billion (+25.1% YoY) and net revenue
of VND34.783 billion (+65.2 % YoY). Sales volume during the quarter hit only
1,594 thousand tons (+2.4% YoY). However, the increase in selling prices in line
with Brent crude oil price rallies (averaging USSD97.9/barrel, +59.7% YoY) led
to high revenue growth for BSR.

The gross profit margin in the first quarter of 2022 was 7.5% (down QoQ and
down YoY). BSR often buys 80% of the crude oil volume under pre-signed
contracts and directly purchases the other 20% in the market. As a result, oil
price fluctuations will directly affect BSR's raw materials for oil production,
notably in 1Q20 and 2Q20. In the first quarter of 2022, BSR set aside more than
VND1,900 billion against the devaluation of crude oil prices purchased directly
in the market, lowering the gross profit margin. In our estimates, excluding the
provision for inventory devaluation, BSR's gross profit margin would be around
13%, given high crack spreads and rising oil prices.

Fig 2. BSR - Revenue breakdown (VNDbn)
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Table 1. BSR - 1Q21-1Q22 business results

VND bn
Revenue (VND bn)

Diesel

Gasoline A95

Gasoline A92 & E5

Jet Al

Fuel Oil (FO)
LPG

Other

Gross profit

GPM (%)

SG&A expenses

% SG&A / Revenue
Operating profit
Financial Income

Financial expenses

Profit before tax

Profit after tax

NPM (%)

Production volume (mn tons)
Sales volume (mn tons)
Diesel

Gasoline A95

Gasoline A92 & E5

Jet Al

Fuel Oil (FO)

LPG

Other

Average input price (USD/bbl)
Brent

BSR's weighted brent price
BSR's average output price (USD/bbl)
Diesel

Gasoline A95

Gasoline A92 & E5

Jet Al

Fuel Oil (FO)

LPG (USD/ton)

Q1/2021

21,049

7174

6,962

2,304

972
435
1,941
1,260

2,041

9.69%

-261
-1.24%
1,780

200
-132

1,849
1,848
8.78%
1,746
1,556
626
480
159
80

42
128

40

61

62

68.8

75.7

67.4

662.3

Q1/2022

34,783

11,838
10,845
5,988

1,462

656
2,779
1,214

2,612
7.51%

-336
-0.97%
2,275

356
-189

2,463
2,312
6.65%
1,667
1,653
596
461
252
70

42

135

98

101

1189
122.5
1198
116.8
1033

902.0
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%YoY  Notes

Revenue increased strongly thanks to strong selling price momentum

65.2% while output was flat.
65.0% Output decreased by 5% YoY, but average selling price increased by 72%
YoY.
55.8%
159.9% Output increased by 58% YoY and average selling price increased by 64%
YoY.
50.4%
50.7%
43.1%
-3.6%
28.0%

Gross profit margin decreased as BSR recorded more than VND1,900
billion of inventory provision in Q1/2022.

28.9%  Transportation costs increase due to the impact of rising oil prices.

Interest expense increased due to the implementation of the factory
upgrade project.

43.3%

33.2%

25.1%

-4.5%
6.2%
-4.8%
-4.0%
58.3%
-12.6%
-2.1%
5.1%

144.6%

59.7%

61.8%

72.8%
61.8%
63.9%
71.8%
53.3%

36.2%

Source: Binh Son Refinery, KB Securities Vietnam
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High crack spreads would boost
BSR's revenue and profit

KB SECURITIES VIETNAM

The crack spreads, the main factor affecting the revenue and profit of refineries
like BSR, witnessed positive changes over the first half of 2022. By the end of
1Q22, the crack spreads of BSR’s primary products such as Diesel, A92&95
gasoline, and LPG recorded significant increases, reaching 202%, 62-74%, and
176% YoY, respectively. We believe the crack spreads will continue to stay high
in the wake of the geopolitical tensions between Russia and Ukraine and the
import bans on Russian fuel, causing disruptions in crude oil supply from Russia
to European oil refineries and a shortfall in finished petroleum products. To be
more specific, the crack spread of Diesel in the first five months of 2022
averaged USD26.5/barrel (+4.8x YoY).

Furthermore, the Zero-Covid policy of Ching, the largest importer of oil and
second largest refiner of oilin the world, led to waning demand and supply
from refineries in this nation. Therefore, high crack spreads of refined oil
products will likely continue until the shortage of refining capacity and finished
petroleum products is resolved by the end-2022.

Fig 3. BSR - Crack spread of key products (USD/bbl)
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Source: Bloomberg, KB Securities Vietnam

Fig 4. BSR - Prices of finished petroleum products (USD/bbl)
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Fig 5. China - Oil production (thousand tons)
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Source: Bloomberg, KB Securities Vietnam

BSR has been conducting a
feasibility report on upgrading &
expanding the Dung Quat Refinery

BSR has been conducting a feasibility report on upgrading & expanding the
Dung Quat Refinery, which can reduce the total investment of the entire
project from USD1.8 billion to USD1.2 billion. The firm expects to complete the
report in 2H22 and put the expanded Dung Quat project into operation in 2026.
We believe it is essential for BSR to enter the petrochemical segment with
higher profit margins than oil refining, which is still in the early stage in Vietnam.

We also note that our valuation only includes the project to upgrade the plant
worth USD300 million to meet the emission standards as per Decision
49/2011/QD-TTg approved by the Prime Minister. Accordingly, manufactured,
assembled, and imported brand-new cars are subject to level-5 exhaust
emission standards from January 1, 2022. We will cover the Dung Quat Refinery
expansion project until further detailed information.

Fig 6. Vietnam - Oil production of large refineries (thousand tons)
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Forecast & Valuation

2022F business results In 2022, we estimate BSR to achieve NPAT of VND12,857 billion (+ 92% YoY) on
revenue of VND148,917 billion (+ 47% YoY), assuming that:
- The average oil price is USD90/barrel (+28.6% YoY).
- Production efficiency should reach 106% of the design capacity.
- Sales volume is estimated at 6,892 thousand tons (+7.4% YoY), down from
the previous forecast of 7,024 thousand tons (+9.5% YoY).
- The crack spread of DO, A95 gasoline, A92 gasoline, and Jet Al is
USD19.3/barrel (+286% YoY), USD25.5/barrel (+51.8% YoY), USD21.6/barrel
(+42% YoY), and USD17.6/barrel (+226% YoY) thanks to recovering demand
and shortage of finished petroleum products.

2023F business results In 2023, we estimate BSR to achieve VND10,246 billion (-20% YoY) in NPAT and
VND116.418 billion (-22% YoY) in revenue, assuming that:
- The average oil price is USD80/barrel (-11% YoY).
- Production efficiency should reach 90.9% of the design capacity due to the
fifth maintenance overhaul within 52 days.
- Sales volume may hit 5.932 thousand tons (-14% YoY).
- The crack spread of DO, A95 gasoline, A92 gasoline, and Jet Al is
USD19.1/barrel (-1% YoY), USD24.8/barrel (-3% YoY), USD21.2/barrel (-2%
YoY), and USD17.6/barrel (flat YoY) assuming lower oil prices and stable supply
of finished petroleum products.

6 b KB Securities | VIETNAM



Table 2. BSR - 2021A-2023E business results

VND bn
Revenue (VND bn)

Diesel

Gasoline A95
Gasoline A92 & E5
Jet Al

Fuel Oil (FO)

LPG

Other

Gross profit

GPM (%)

SG&A expenses

% SG&A / Revenue
Operating profit

Financial Income

Financial expenses

Profit before tax

Profit after tax

NPM (%)

Production volume (mn tons)
Sales volume (mn tons)
Diesel

Gasoline A95

Gasoline A92 & E5

Jet Al

Fuel Oil (FO)

LPG

Other

Average input price (USD/bbl)
Brent

BSR's weighted brent price
BSR's average output price (USD/bbl)
Diesel

Gasoline A95

Gasoline A92 & E5

Jet Al

Fuel Oil (FO)

LPG (USD/ton)

PAVAVN

101,079

34,097
33,403
15,382

3,001

1,768
7,939
5,490
7,732
7.65%
(1,187)
-1.17%
6,545

1,017

(619)
6,978
6,673
6.60%
6,413
6,423
2,547
1,950

884

215

156
487
184

70
72

78.8
88.8
87.2
714
73.3
702.6

2022E

148,917

58,320
41,909
20,396

8,528

2,460
11,240
6,063
14,727
9.89%
(1,748)
-1.17%
12,979

1,096

(639)
13,470
12,796

8.59%
6,890
6,892
2,916
1,791
872

416

172
551
174

90
96

1183
1218
1179
1139

926
883.2

2023E
116,418
45,268
33,114
15,455

6,863

1,909
8,892
4916
11,995
10.30%
(1,367)
-1.17%
10,628

1,474

(751)
11,385
10,246

8.80%
5,909
5,932
2,501
1,562
729

369

148
473
150

80
86

107.1
110.4
106.8
103.2

83.1
812.5

KB SECURITIES VIETNAM

2023 revenue decline due to the 5th overhaul last 52 days.

Output volume and selling prices increase in 2022 & 2023 base on
expectations of resumption of aviation operations.

Financial income in 2023 is higher thanks to higher amount of cash in 2022.

Output volume increase in 2022 & 2023 base on expectations of resumption
of aviation operations.

Source: Binh Son Refinery, KB Securities Vietnam
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We recommend BUY for BSR stock
with a target price of VND38,200

per share

Table 3. BSR - DCF valuation method

KB SECURITIES VIETNAM

Based on the FCFF valuation method, we raise BSR's valuation by 3.8%,
reflecting the higher upside potential for the crack spreads and its positive
impacts on BSR's revenue and NPAT. The target price is VND38,200/share,
38.4% higher than the closing price of VND27,600/share on June 3, 2022.

Risk-free rate

Equity risk premium
Beta

KE

Cost of debt
Corporate tax rate %
Cost of debt after tax
Equity weighted
WACC

3.00%
10.0%
1.50
18.0%
7.0%
20%
5.6%
70%
14.3%

Terminal growth rate

PV of Terminal Value

PV of Free Cash Flows 2021-2015
Total value of FCF and TV

Plus: Cash & ST investments

Less: Debt

Less: Minority Interest

Equity Value

No. of outstanding shares (mn shares)
Value per share (VND)

Current price (June 3, 2022)
Upside

Dividend yield

TSR

2%
60,987
43,059

104,046
28,022

-13,583

-66
118,419
3,100.5
38,200
27,700
38.4%
2.6%
41.0%

Source: KB Securities Vietnam
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Lower/higher-than-expected oil
prices may lead to fluctuations in
business results

BSR may face difficulties in raising
capital for the expansion of the
Dung Quat Refinery

KB SECURITIES VIETNAM

Risks

A sharp drop in oil prices will cause inventory value to fall as BSR needs to set
aside for inventory devaluation and negative gross profit. BSR’s production
cycle is about 15 days, while days in inventory is about 30 days. In 1Q20, BSR
lost VND2,332 billion due to a 30% decrease in oil prices and dwindling demand
under the adverse impact of the COVID-19 pandemic. In addition, the company
set aside more than VND1,900 billion for inventory devaluation, which affected
the gross profit margin. Given the complicated and unpredictable movements
of world oil markets, this risk factor should be closely followed.

BSR plans to expand and upgrade the Dung Quat Refinery from 6.5 million
tons/year to 8.5 million tons/year, and the plant can process both sour crude oil
and sweet crude oil instead of only sweet crude oil at present. However, BSR
may face difficulties in raising capital for the project since PetroVietnam (PVN)
does not guarantee the loan for this project. We will include this project in
BSR’s valuation when BSR finds financing and starts this project, which will be
an upside risk for BSR.

*b KB Securities | VIETNAM



BSR - 2020A-2023E financials
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Income Statement

Balance Sheet

(VND billion) 20204 2021A 2022F 2023F (VND billion) 2020A 2021A 2022F 2023F
Net sales 57959 01079 89T 148 CURRENT ASSETS 55895 66.785 82,637 90,992
Cost of sales -60.184 93,347 -134,190 104,423 Cash and cash equivalents. 29,997 44,548 62,694 73044
Gross Profit 2225 7732 u721 1995 Short-terminvestments 12,793 15346 23622 30932
Financial income 666 1017 1096 1474 Accounts receivable 958 4190 4,400 4620
Financial expenses -a98 619 639 751 Inventories 781 1,645 15504 991
of which: interest expenses -325 -407 639 751 LONG-TERM ASSETS 8387 0317 15809 14,305
Gaini (loss) from joint ventures (from 2015) 0 0 0 0 Long-term trade receivables 25898 22237 19,943 7,948
Selling expenses 781 1150 -899 Fixed assets 534 534 534 534
General and admin expenses -269 -408 -598 -468 Investment properties 22,376 2037 7,843 15848
Operating profit/(loss) -2878 6943 1436 1.351 Long-term incomplete assets 1102 1205 1205 1205
Other incormes 26 28 28 28 Long-terminvestments o o 0 0
Other expenses 1 - - - TOTALASSETS 4 0 [ 0
Net other income/(expenses) 25 34 34 £ UABILITIES 24,830 29,232 35003 37456
Income frominvestments in other ertities 0 0 0 0 Current liabilities 20,407 26,941 31421 3265
Net accounting profit/(loss) before tax 2853 6977 18470 1385 Trade accounts payable 7,005 9,450 12,240 12439
Corporate income tax expenses - -304 674 1139 Advances from customers a 2 4 5
Net profit/(loss) after tax -2858 6673 12,796 10,246 Short-term unrealized revenue 9.969 9829 1349 12457
Minority interests -39 31 61 -49 Short-term borrowings 2423 2201 3582 4841
Attributable to parent company 281 6705 12,857 10,295 Long-termliabilities 0 ° 0 0
Long-term trade payables o o 0 0
Margin ratio Long-term advances from customers 0 o 0 4
2020A 2021A 2022F 2023F Unrealized revenue 3,022 943 2234 3493
Gross profit margin -38% 77% 99% 3% Long-term borrowings 31065 37553 47634 53,536
EBITDA margin 0.9% 88% 03% 0.9% OWNER'S EQUITY 31005 31005 31005 31005
EBIT margin 53% 65% 8.7% 9.9 Paid-in capital 0 0 0 0
Pre-tax profit margin -4.9% 6.9% 9.9 9.8% Share premium 28 6,551 16,692 22643
Operating profit margin 50% 6.9% 9.0% 9.8% Undistributed earnings 3 2 3 3
Net profit margin -4.9% 6.6% 86% 8.8% Minority interests 29 5 -66 15
Cash Flow Statement Key ratios
(VND billion) 2020A 2021A 2022F 2023F
Net profit/ (loss) before tax 2852 6977 B4TO 1385 Multiple
Depreciation and amortisation 2552 2309 2321 2064 PIE 07 05 92 1s
Profit/loss frominvesting activities -858 -858 858 -858 PJE diluted 07 05 92 1s
Interest expense. 325 407 639 751 PIB. 10 19 25 22
Operating profit/(loss) before changes in Working Capital -425 8835 15572 18342 PIS 05 07 08 10
(Increase)/decrease in receivables 283 -6.031 -1859 513 PITangible Book 10 19 25 22
(Increase)/decrease in inventories 7 -1925 -5.492 1504 P/Cash Flow 707 83 21 91
Increasel (decrease) in payables 586 6741 2,790 19 EV/EBITDA 613 73 71 81
(Increase)/decrease in prepaid expenses -1600 1519 67 67 EV/EBIT 00 99 8.4 97
Net cashintlows/ (outflows) from operating activities 425 8471 9754 18,041 Operating performance
Purchases of fixed assets and other long term assets 73 62 2234 3,493 ROE 9.2% 7.8% 26.9% 0.1%
Proceeds fromdisposal of fixed assets 4 0 0 0 ROA 5.1 0.0% B5% 13%
Loans granted, purchases of debt instruments. -954 6.698 -1000 -1000 ROIC -9.3% 19.6% 33.3% 26.6%
Collection of loans, proceeds from sales of debts instruments 0 3,466 517 517 Financial structure
Investments in other entities 0 0 o 0 CashRatio 07 08 09 11
Proceeds from divestment in other entities 0 o 0 0 Quick Ratio 11 13 14 16
Dividends and interest received 31 516 516 516 Current Ratio 15 17 20 22
Net cashinflows/ (outflows) frominvesting activities 753 2718 2188 -3.447 LT Debt/Equity 01 00 00 01
Proceeds fromissue of shares 0 0 0 0 LT Debt/Total Assets 01 00 00 00
Payments for share returns and repurchases 0 0 0 0 Debt/Equity 03 03 02 02
Proceeds fromborrowings 40,530 87252 281 2367 Debt/Total Assets 02 01 01 01
Repayment of borrowings -35,758 -89,390 0 0 ST Liabilities/Equity 07 07 07 06
Finance lease principal payments 0 0 0 0 ST Liabilities/ Total Assets 04 04 04 04
Dividends paid E 2 3,01 -4,651 Total Liabilities/Equity 08 08 07 07
Interests, dividends, profits received 0 0 o 0 Total Liabilities/Total Assets 04 04 04 04
Net cashiinflows/ (outflows) from financing activities 47110 -2,40 -290 2,284 Activity ratios.
Net increase in cash and cash equivalents 4442 3553 7.276 730 Account Receivable Turnover 65 94 02 76
Cash and cash equivalents at the beginning of period 83852 12793 1,346 23622 Inventory Turnover 71 00 01 01
Cash and cash equivalents at the end of period 12792 16,346 23622 30932 Account Payable Turnover 82 23 B7 9.4

Source: Binh Son Refinery, KB Securities Vietnam
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