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1Q revenue and NPAT dropped 2.1%
YoY and 29.9% YoY respectively

The crack spread should improve
during the peak season between late
2Q and 3Q

BSR's postponing the plant
maintenance may help revenue and

NPAT to surge vs forecasts

BUY recommendation with the target
price of VND21,400/share

B uy maintain

In 1Q23, Binh Son Refining and Petrochemical (BSR) recorded revenue of
VND34,065 billion (-2.1 % YoY) and NPAT of VND1,620 billion (-29.9% YoY). 1Q ail
consumption volume of BSR inched up 1.6% YoY to 1,680 thousand tons. The
average price of BSR products dropped 7.2% mainly due to the decrease in Brent
price (down 17.1% YoY to USD73.43 per barrel). During this period, Diesel and Jet

A1 products are the main drivers of BSR’s revenue and NPAT growth.

The crack spread in 1Q and early 2Q23 was quite unfavorable for BSR's business
results. However, we believe that the world crack spread at the end of 2Q and 3Q
would be improved when the Chinese and US markets begin to enter the peak
season of fuel consumption. For BSR alone, we expect the crack spread of Diesel
oil to remain high due to its versatility. However, we have a cautious view when

considering the risks from the US economy's outlook.

BSR's 2023F revenue and NPAT may gain VND19,000 billion and VND1,900 billion
compared to the current forecast if the plant maintenance plan is successful. We
think rescheduling the maintenance to 2024 would help BSR take advantage of

large crack spread which is expected to last until the end of this year.

Based on DCF valuation, business outlook and possible risks, we recommend BUY
for BSR stock. The target price is VND21,400/share, 28.1% higher than the price on

Ta rget price VND21 1400 Trading data Share price performance

Free float (%) 10.0 (%) ™ 3M 6M 12M
Upside (%) 304 3M avg trading value (VNDbn) 101.49 Absolute 2.5 24 523 -138
Current price (May 22, 2023) VND16,700 Foreign ownership (%) 0.0 Relative 1.1 0.7 13.0 -9.0
Consensus target price VND19,355 Major shareholder PetroVietnam (PVN,
Market cap (VNDbn) 51,778 92.1%)
Forecast earnings & valuation

Relative performance (left)
FY-end 2021A 2022A 2023F 2024F
Stock price (right)
Net revenue (VNDbn) 101,080 167,124 114,770 116,997 (%) VND
EBIT (VNDbn) 6,511 14,673 7,036 7,169 80 40,000
NPAT of the parent company 6,716 14,726 6322 6,944 o 30,000
(VNDbn) 20
20,000
EPS (VND) 2,073 4,750 2,039 2,240 0
EPS growth (%) -328.1 129.1 -57.0 10.0 Zg 10,000
P/E (x) 11.0 45 10.5 96 60 0
EV/EBITDA (x) 74 3.1 48 34 A 9 A o >
& o s & Q

P/B (x) 1.9 13 1.1 1.0 ) v <~ < -
ROE (%) 17.8 28.7 10.8 10.5
Dividend yield (%) 0.7 2.0 23 23

Source: Bloomberg, KB Securities Vietnam
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Business performance updates

Table 1. BSR — 1Q23 business results

1Q22 1Q23 +/- % YoY  KBSV's notes
The decrease in revenue was mainly due to the sharp drop in
Revenue (VNDbn) 34,783 34,066 -2.1% L i X
crude oil prices from the high base of the same period (-25% YoY).
X Output increased by 13.6% YoY, and average output price
Diesel 11,838 13,088 10.6%

decreased by only 5.6% YoY.

Sales volume gained 76% YoY and average output price grew 6.3%
Jet A1 1,462 2,812 92.3%  YoY due to the sudden increase in demand for tourism and air

freight transport over the same period last year.

Gasoline A95 10,845 9,124 -15.9%
The average selling price of petroleum products was negatively

Gasoline A92 & E5 5,988 4,996 -16.6%  affected by crude oil price movements and oversupply pressure on
the market. Production output of the plant was slowed down due

to bad weather in Dung Quat area, affecting crude oil imports.

Fuel Qil (FO) 656 362 -44.8%
LPG 2,779 2,150 -22.6%
BSR recorded revenue from new fuel products for national defense
Others 1,214 1,534 26.3%
(RON 83, DO L-62, and JET A1-K).
Gross profit (VNDbn) 2,612 2,072 -20.7%
X X Crack spread of products except for Jet A1 all decreased over the
Gross profit margin (%) 7.51% 6.08% ) ) . )
same period but remained high compared to the pre-Covid levels.
SG&A expenses (VNDbn) -336 -414 23.0%
SG&A/revenue ratio (%) -0.97% -1.21%
Operating income (VNDbn) 2,275 1,658 -27.1%
Net financial income (VNDbn) 167 172 3.0%
Profit before taxes (VNDbn) 2,463 1,843 -25.2%
Profit after taxes (VNDbn) 2,312 1,621 -29.9%
Net profit margin (%) 6.65% 4.76%
Production output (million tons) 1,667 1,754 52%
Consumption (million tons) 1,653 1,680 1.6%
Diesel 596 677 13.6%
Jet A1 70 124 76.0%
Gasoline A95 461 426 -7.6%
Gasoline A92 & E5 252 232 -1.7%
Fuel Oil (FO) 42 27 -34.9%
LPG 135 115 -15.1%
Others 98 80 -18.6%
Average input price (USD/barrel)
World Brent 98 73 -25.0%
Input crude oil of BSR 101 96 -4.4%

Average output price (USD/barrel)

Diesel 1189 1123 -5.6%
Jet A1 116.8 1241 6.3%
Gasoline A95 1225 108.6 -113%
A92 gasoline 119.8 1024 -14.5%
Fuel Oil (FO) 179.8 140.8 -21.7%
LPG (USD/ton) 902.0 801.7 -11.1%

Source: Binh Son Refining & Petrrochemical, KB Securities Vietnam
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Crack spread should recover during
the peak consumption season, but
there are still concerns about

potential risks coming from the US

economy

KB SECURITIES VIETNAM

In 1Q23, the prices of crude oil and refined products both tended to decline
compared to the peak reached in 2022. Crack spread of Diesel and Jet (two key
products of BSR) also narrowed but was still large thanks to high tourism and
transportation demand after the Chinese market reopened. In 2Q, crack spread
narrowed significantly from USD16-20/barrel to USD8-12/barrel due to
temporary oversupply resulted from refinery operations in the US and China.
We forecast that BSR's business results in 2Q will be adversely affected by this

development.

On the one hand, we expect the crack spread at the end of 2Q and 3Q to
improve thanks to (1) the Chinese Government's action to cut export quotas
for refined petroleum products to serve spiking domestic demand in the
coming high season and (2) the US market's upcoming summer driving season.
For BSR, we expect the crack spread of Diesel oil to remain large thanks to its
application as a fuel for power generators while the capacity of hydroelectric
and thermal power plants decreased due to the lack of water and coal.
However, it should be noted that crack spreads could be hit by signs showing
that the US economy is slowing down (the American Trucking Association’s —
ATA Tonnage index indicated that the number of trucks transporting goods
reached its lowest level since August 2021). Therefore, we keep a cautious view

on the prospect of crack spread in the coming period.

Fig 1. Global - Crude oil and refined products’ prices (USD/barrel)

L Brent crude oil

200 T
180
160
140
120
100

80
60
40
20

PP

N N N N
o QO o QO
I S N

Q Q Q Q Q Q
v v Vv Vv Vv v
IS USSR G

——Diesel fuel ——RON95 ——RON92 —— Jet/Kerosene

VS S S S s o A G LG 2

S N
o RO
A\ SV R

N
G
3 \

Q

S y

Source: Bloomberg, KB Securities Vietnam

b KB Securities | VIETNAM



Fig 2. Global — Crack spread in 2020-2023 (USD/barrel)
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Fig 3. China — QOil products export quotas in second batch for
2023 (million tons)

Fig 4. China — The decrease in oil refined products ahead of the

high season in 2023 (million tons)
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Fig 5. US - ATA’s Tonnage Index reaching lows since August 2021
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The plant upgrade and expansion

project is expected to benefit BSR

The plan to extend the plant
maintenance cycle can help increase
NPAT in 2023

KB SECURITIES VIETNAM

According to the newly adjusted investment policy, BSR’s plant upgrade and
expansion project will have a total investment capital of USD1,257 billion or
VND31,235 billion. After deducting the refunded VAT and expenses, the total
capital needed to balance the source is VND27,299 billion. The equity/loan
capital ratio is 40/60, implying that BSR has to arrange VND16,379 billion in
loan capital and VND10,920 billion in equity for the project. The project will be
implemented according to a 37-month EPC, and the plant should start
operating by 1Q28. Once completed, the processing capacity of the plant will
increase by 15.5% to 171,000 barrels of crude oil per day, equivalent to 7.5
million tons of crude oil a year. Moreover, the project will help BSR's products
meet EURO V standards, which is also in line with the Government's
requirements on emission reduction. The post-upgrade plant should be
capable of processing heavy and sour crude oil, ensuring a long-term supply of
crude oil and significantly reducing input costs for BSR. We believe the project
will be a key driver for BSR to improve operational efficiency and maintain

competitiveness in the region in the long term.

BSR plans to delay the overall maintenance (TA5) from 3Q23 to 1Q24, thereby
extending the plant maintenance cycle from three years to three years and a
half. If this plan is successful, we estimate BSR’s 2023F revenue and NPAT will
increase by VND19 trillion and VND1,900 billion respectively compared to
forecasts, assuming crude oil price is at USD80/barrel. We think rescheduling
the maintenance to 2024 would help BSR take advantage of the large crack
spread which is expected to last until the end of this year. However, the TA5
rescheduling will need approval from many parties, so we have not included
this factor in our forecast. We will update more information when the company

has a clearer announcement.

Table 2. BSR — Adjusted forecasts when BSR successfully delays the plant maintenance

2023F 2023F delay TA5 % Change

Revenue (VNDbn) 114,770 133,932 17%
Gross profit (VNDbn) 8,014 10,140 27%
Profit before taxes (VNDbn) 6,803 8,937 31%
Profit after taxes (VNDbn) 6,123 8,043 31%
Brent crude price assumption (USD/barrel) 80 80
TA cycle (per year) 3 35
Utilization 92.5% 107.9%
Production output (million tons) 6,018 7,014 17%
Consumption (million tons) 6,018 7,023 17%

Source: Binh Son Refining & Petrrochemical, KB Securities Vietnam
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Forecast & Valuation

Table 3. BSR - 2023-2024F performance

2023F KBSV's notes

2023 revenue may decrease due to (1) a decrease of 20.7% YoY in crude oil prices,

dragging down the prices of refined products and (2) lower capacity during the

Revenue (VNDbn) 167,124 114,770 116,997  plant overhaul (five times of overhaul, lasting 52 days). Estimated actual efficiency
is 92.5%, assuming the plant operates at 108% capacity in the remaining days of
the year.

Diesel 66,717 44,694 44,949

Gasoline A95 47,523 33,020 33,787

Gasoline A92 & E5 24,759 16,958 16,838

Jet A1 11,372 7,720 8,064

Fuel Oil (FO) 2,419 1,694 1,734

LPG 9,293 6,749 7,060

Others 5,041 3,936 4,565

Gross profit (VNDbn) 16097 8014 8166 Crack sp?reéd in ?023 should naArrow but remain large at‘U‘SD‘I 2717/barreIA
The periodic maintenance cost is assumed at VND700 billion each period.

Gross profit margin (%) 9.63% 6.98% 6.98%

SG&A expenses (VNDbn) (1,424) (978) (997)

SG&A/revenue ratio (%) 14,673 7,036 7,169

Operating income (VNDbn) 1,750 1,314 1,836

Net financial income (VNDbn) (923) (1,633) (1,384)

Profit before taxes (VNDbn) 15,586 6,803 7,707

Profit after taxes (VNDbn) 14,669 6123 6936 From 2023, BSR will be subject to the tax rate of 10%, higher than the preferential
rate of 5%.

Net profit margin (%) 8.78% 5.34% 5.93%

Consumption (million tons) 7,004 6,018 7,033

Diesel 2,838 2,429 2,827

Gasoline A95 1,899 1,651 1,953

Gasoline A92 & E5 1,010 848 968

Jet A1 452 400 480

Fuel Oil (FO) 141 121 141

LPG 477 409 A77

Others 187 160 187

Average input price (USD/barrel)

Positive factors are (1) OPEC+ and Russia's price supports and (2) rising demand
World Brent 101 80 70  from the Chinese market.
Negative factors are concerns about the US economic situation.

Input crude oil of BSR 104 88 77

Average output price (USD/barrel)

Diesel oil 1327 104.9 92.5
Gasoline A95 1275 103.2 90.5
A92 gasoline 120.6 994 874
Jet A1 136.8 105.6 933
Fuel Oil (FO) 108.7 91.8 813
LPG (USD/ton) 825.5 704.2 6415

Source: Binh Son Refining & Petrrochemical, KB Securities Vietnam
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Valuation: BUY recommendation -

target price VND21,400 apiece

Table 4. BSR — Valuation according to DCF model

KB SECURITIES VIETNAM

We update the valuation of BSR using the FCFF method. The valuation has
reflected our cautious view on crack spread in the coming period. The target
price for BSR is VND21,400/share, equivalent to a 28.1% upside compared to
the closing price of VND16,700/share on May 22, 2023.

Risk-free rate

Equity risk premium
Beta

Cost of Equity

Average interest rate
Taxes

Cost of debt after taxes
Equity ratio

Average cost of capital

5.00%
8.08%
1.09
13.8%
7.0%
20%
5.6%
70%

11.3%

Long term growth

Present value of long-term value (TV)

Total present value for the period 2023-2027 (PV)

Total present value

Plus: Money & short-term investment

Minus: Gross debt

Minus: Minority interests

Owner equity value

Number of shares outstanding (million shares)
Equity/share (VND)

Current price (May 22, 2023)

Upside

Dividend yield

Total profitability

2%
24,289
18,051
42,340
33,794
-9,757

-95
66,282

3,100.5
21,400
16,700
28.1%
2.3%
30.4%

Source: KB Securities Vietnam
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Risks
Unpredictable oil prices would affect A plunge in crude oil prices may negatively affect BSR's business results in two
BSR's performance ways: (1) lowering the price of BSR's refined products and (2) lowering the

value of inventories, forcing the company to make provisions, thereby reducing
GPM. In 1Q23, crude oil prices dropped by 17.1% YoY to USD73.43/barrel|,
which immediately pushed the prices of refined products, excluding Jet A1 and
Diesel, down by about 10-15% YoY. The company also had to make provision
of VND413 billion for inventory devaluation. At the beginning of 2Q, OPEC +
suddenly cut output by 1.15 million barrels of crude oil per day, pushing oil
prices to USD85/barrel. However, just one month later, crude oil prices fell back
to USD73/barrel amid concerns over the weakening of the US economy and
the country's public debts. Investors should consider this risk when investing in

BSR in the context of complicated and unpredictable world oil market.

b KB Securities | VIETNAM



BSR — 2021A-2024F financials

KB SECURITIES VIETNAM

Income Statement

Balance Sheet

(VND billion) o1 025 o2sr orar (VND billion) 2021 2022 2023F 2024F
Net sales 01080 57,24 w7 15,997 CURRENT ASSETS 66,785 78,488 82035 86,670
Cost of sales -93.:381 51027 106,756 -08,831 Cash and cash equivalents 44508 58471 63320 67,51
Gross Profit 7699 5097 8.0u 8.6 Short-terminvestments 5346 22853 31835 43527
Financial income 1015 1750 13 1772 Accounts receivable 4190 2m2 2281 2395
Financial expenses 619 -023 1445 -1348 Inventories 1,645 16,553 B722 1050

of which: interest expenses -a07 253 1445 -1348 LONG-TERM ASSETS 03y 15,800 B747 980
Gain/(loss) fromjoint ventures (from 2015) 0 0 0 0 Long-term trade receivables 22237 2001 1615 59
Selling expenses 781 -909 -624 -636 Fixed assets En En s34 En
General and admin expenses 407 55 354 -361 Investment properties 2087 075 5951 1,00
Operating profit/(loss) 6,907 15500 6905 7503 Long-termincomplete assets 1205 1275 2907 4752

Other incomes 35 87 87 87 Long-terminvestments 0 0 0 0

Other expenses 1 1 1 1 TOTALASSETS 0 0 o 0
Net other incomel(expenses) 34 86 86 86 UABILITIES 20232 27208 24736 20623
Income frominvestments inother entities 0 1 2 3 Current liabilties 26001 2605 22421 7255
Net accounting profit/(loss) before tax 601 15586 6901 767 Trade accounts payable 9.450 1836 1634 814
Corporate income tax expenses: 257 915 -699 768 Advances from customers 2 £ » 2
Net profit/(loss) after tax 6684 14,669 6202 6on Short-termunvealized revenue 9820 895 8724 700
Minority interests 32 57 30 -33 Short-termborrowings 2201 1282 235 3,368
Attributable to parent company 678 726 6322 6944 Long-termliabilities 0 o o 0

Long-termrade payables 0 0 0 0
Margin ratio Long-term advances from customers 0 o 0 0
2021 2022 2023F 2024F Unrealized revenue 943 o 1033 2086

Gross profit margin 76% 9.6% 70% 70% Long-term borrowings 31065 37553 51190 58,199

EBITDA margin 8% 0.9 8.6 78% OWNER'SEQUITY 31005 31005 31005 31005

EBIT mergin 6.4% 8.8% 6.6 6.6 Paid-in capital 0 0 0 0

Pre-tax profit margin 6.9% 9.3% 6.1 6.6% Share premium 6551 1,652 21689 20571

Operating profit margin 68% 93% 6.0% 65% Undistributed earnings 2 5508 5600 5509

Net profit mergin 66% 88% 55% 59% Minority interests 65 .95 -8
Cash Flow Statement Key ratios
(VND billion) 2021 2022 2023F 2024F

Net profit/(oss) before tax 6041 15586 6901 767 Multiple

Depreciation and amortisation 231 292 2286 2,008 PIE 10 45 05 96

Profit/loss frominvesting activities 856 102 102 102 PIE diluted 10 45 05 96

Interest expense 407 253 1445 1348 P8 19 13 1 10
Operating profit/(loss) before changes in Working Capital 8.803 16929 9,620 9933 PIs 07 04 06 05

(increase)/decrease n receivables 5752 2943 831 4863 PITangible Book 19 13 1 10

(increase)/decrease ininventories 1968 6577 3062 3087 P/Cash Flow 79 94 8 52

Increasel(decrease) in payables 7083 883 3202 -3.460 EV/EBITDA 74 31 18 34

(increase)/decrease in prepaid expenses 1851 B4 B4 B4 EV/EBIT 0.0 36 63 44
Net cashinflows/(outflows) from operating activities 8072 7088 8523 2,730 Operating performance

Purchases of fixed assets and other long term assets -63 -220 722 1755 ROE 8% 28.7% 0.8% 0.5%

Proceeds from disposal of fixed assets 0 0 0 0 ROA 0.0% B% 76% 8.0%

Loans granted, purchases of debt nstruments 6,696 7826 7826 7826 RroIC 5% 38.0% B.8% 218%

Collection of loans, proceeds fromsales of debts instruments 3465 9,843 9843 9843 Financial structure

Investments in other entties 0 0 0 0 CashRatio 08 10 15 27

Proceeds from divestment in other entities 0 0 0 0 Quick Ratio 13 16 22 33

Dividends and interest received B 897 897 897 Current Ratio 17 23 28 39
Net cashinflows/ (otflows) frominvesting activities 2.7 2,695 1206 17 LT Debt/Equity 00 00 00 00

Proceeds fromissue of shares 0 0 0 0 LT Debt/Total Assets 00 00 00 00

Payments for share returns and repurchases o o 0 0 Debt/Equity 03 02 02 01

Proceeds from borrowings 87252 77969 803 661 Debt/Total Assets 01 01 01 01

Repayment of borrowings 89,390 79,886 0 0 ST Liabilties/Equity 09 07 04 03

Finance lease principal payments 0 0 0 0 ST Liabilties/ Total Assets 04 03 03 02

Dividends paid 502 1347 1550 1550 Total Lisbilities/Equity 09 07 05 04

Interests, dividends, profits reccived 0 0 0 0 Total Liablities/ Total Assets 04 03 03 02
Net cashinflows/(outflows) from financing activities 2640 -3265 a7 221 Activiy ratios
Net increasein cash and cash equivalents 3558 658 8982 1602 Account Receivable Turnover 9.4 n1 71 87
Gash and cash equivalents at the beginning of period 2,793 5346 22,85 31835 Inventory Turnover 00 n1 70 92
Cash and cash equivalents ai the end of period 1346 2285 31835 43527 Account Payable Turover 23 B8 87 18

Source: Binh Son Refining & Petrrochemical, KB Securities Vietnam

b KB Securities | VIETNAM



KB SECURITIES VIETNAM RESEARCH

Nguyen Xuan Binh — Head of Research

binhnx@kbsec.com.vn

Equity
Banks, Insurance & Securities

Nguyen Anh Tung - Manager

tungna@kbsec.com.vn

Pham Phuong Linh - Analyst
linhpp@kbsec.com.vn

Real Estate, Construction & Materials

Pham Hoang Bao Nga - Senior Analyst
ngaphb@kbsec.com.vn

Nguyen Duong Nguyen - Analyst
nguyennd1@kbsec.com.vn

Retails & Consumers

Nguyen Truong Giang - Analyst
giangnt1@kbsec.com.vn

Industrial Real Estate, Logistics

Nguyen Thi Ngoc Anh - Analyst
anhntn@kbsec.com.vn

Information Technology, Utilities

Nguyen Dinh Thuan - Analyst

thuannd@kbsec.com.vn

Oil & Gas, Chemicals

Pham Minh Hieu - Analyst

hieupm@kbsec.com.vn

Research Division

research@kbsec.com.vn

Macro/Strategy

Tran Duc Anh - Head of Macro & Strategy

anhtd@kbsec.com.vn

Macroeconomics & Banks

Ho Duc Thanh - Analyst
thanhhd@kbsec.com.vn

Vu Thu Uyen - Analyst

uyenvt@kbsec.com.vn

Strategy, Investment Themes

Thai Huu Cong - Analyst

congth@kbsec.com.vn

Nghiem Sy Tien - Analyst

tienns@kbsec.com.vn

Support team

Nguyen Cam Tho - Assistant

thonc@kbsec.com.vn

Nguyen Thi Huong - Assistant

huongnt3@kbsec.com.vn



KB SECURITIES VIETNAM (KBSV)

Head Office:

Levels 16&17, Tower 2, Capital Place, 29 Lieu Giai Street, Ba Dinh District, Hanoi, Vietnam

Tel: (+84) 24 7303 5333 - Fax: (+84) 24 3776 5928

Hanoi Branch:
Level 1, VP Building, 5 Dien Bien Phu, Ba Dinh District, Hanoi, Vietnam
Tel: (+84) 24 7305 3335 - Fax: (+84) 24 3822 3131

Ho Chi Minh Branch:

Level 2, TNR Tower Nguyen Cong Tru, 180-192 Nguyen Cong Tru Street, District 1, HCMC, Vietnam

Tel: (+84) 28 7303 5333 - Fax: (+84) 28 3914 1969

Saigon Branch:

Level 1, Saigon Trade Center, 37 Ton Duc Thang, Ben Nghe Ward, District 1, HCMC, Vietnam

Tel: (+84) 28 7306 3338 - Fax: (+84) 28 3910 1611

CONTACT INFORMATION

Institutional Client Center: (+84) 28 7303 5333 — Ext: 2656
Private Customer Care Center: (+84) 24 7303 5333 — Ext: 2276
Email: ccc@kbsec.com.vn

Website: www.kbsec.com.vn

Investment ratings & definitions

Investment Ratings for Stocks

(based on expectations for absolute price gains over the next 6 months)
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+15% to -15%
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