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3Q 2024 business performance was
adversely impacted by lower crude
oil prices and crack spreads

KBSV revises down crude oil price
assumptions amid potential market
volatility under the 2025 US
presidential administration

Crack spreads should recover in the
short term from their September
2024 low

We recommend BUY for BSR with a
target price of VND22,000/share

Bu g change

In 3Q 2024, Binh Son Refinery (BSR) reported a 15.4% YoY revenue decline and the
largest gross loss since 2Q 2020 (during the COVID-19 pandemic), which we
attribute to two factors: (i) a sharp fall in Brent crude oil prices and (ii) a continued
downtrend in crack spreads for various petroleum derivatives.

KBSV expects the 2025 US presidential administration to bring significant volatility
to the global crude oil market. Potential negative impacts are: (i) policies
promoting crude oil extraction and (ii) heightened risks of a US-China trade war.
On a positive note, the possibility of sanctions targeting Iran could provide support
for oil prices. Consequently, we have revised our average oil price assumptions for
2024/2025 to USD80/75 per barrel, respectively.

We project a short-term recovery in crack spreads for Asian oil-based products
from their September 2024 low on (i) regional inventory levels falling below the
average since China’s economic reopening & (i) refinery output cuts in China in 4Q
2024 and 1Q 2025. The long-term outlook for crack spreads, however, will hinge
on the pace of China’s economic recovery after the rollout of stimulus packages.

We have upgraded our recommendation to BUY for BSR with a target price of
VND22,000/share, implying a 17% upside from the November 19, 2024 closing
price as the stock has fallen by 19% since our last report. Please note that
potential profits from the Dung Quat Oil Refinery Upgrade and Expansion Project
have not been factored in our current valuation.

Target pl’iCE VNDZZ,OOO Trading data Share price performance

Free float 7.9% (%) M 3M 6M 12M
Upside 17.0% 3M avg trading value (VNDbn/USDmn) 120.6/4.8 Absolute -156  -212 -31 2.2
Current price (Nov 19, 2024) VND18,800 Foreign ownership 0.6% Relative -102 -176 13 -84
Consensus target price VND25,500 Major shareholder PVN (92.1%)
Market cap (VNDtn/USDbn) 59.2/2.3
Forecast earnings & valuation Price (LHS)
FY-end 2022 2023 2024F 2025F Relative performance (RHS)
Net revenue (VNDbn) 167,124 147423 120,348 135515 3(2)/’;8()) (%)20
Operating income/loss (VNDbn) 14,673 7,948 1,154 4,159 ’
NPAT-MI (VNDbn) 14,726 8,511 2,037 4,989 25,000 10
EPS (VND) 4,750 2,745 657 1,609 0
EPS growth (%) 129.1 -42.2 -76.0 145.0 20,000
P/E (x) 46 8.0 335 137 -10
P/B (x) 13 12 12 11 15,000 -20
ROE (%) 28.7 148 3.6 83
Dividend yield (%) 20 32 32 32 S
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Binh Son Refining and Petrochemical Company
Limited (BSR) was established in 2008 as the
management and operations unit for the Dung
Quat Oil Refinery. With a total investment
capital exceeding USD3 billion and a refining
capacity of 6.5 million tons of crude oil per
year, BSR currently meets approximately 30%
of Vietnam's petroleum demand.

Source: Binh Son Refinery, KB Securities Vietnam

Investment Catalysts

Notes

Crack spreads are set for a short-term recovery. Crack spreads for Asian refined petroleum products
are expected to rebound from their September 2024 low due to a reduction in supply.

2025F business performance expected to recover from the low base. Business performance has been
adversely impacted by a 48-day maintenance. Entering 2025, Dung Quat Oil Refinery should operate at

its full capacity.

The long-term growth driver will be the Dung Quat Refinery Upgrade and Expansion Project. The

project is scheduled for completion in 3Q 2028, raising the total capacity by 15.5%. The plant would also

target higher-quality products and process various inputs.

Please see more details below

Please find more details here

Please find more details here

Revised earnings estimates

(VNDbn) KBSV estimates Change vs previous estimates Consensus* Difference
2024E 2025E 2024E 2025E 2024E 2025E 2024E 2025E
Revenue 120,348 135,515 6% 6% 125417 136,518 -4% -1%
EBIT 1,154 4,159 -82% -45% 5,210 6,119 -78% -32%
NP after M 2,037 4,989 -69% -36% 5,618 6,333 -64% -21%
Source: Bloomberg, KB Securities Vietnam
Investment opinion & risks
Base-case scenario: catalysts
A 1) 2025F Brent price is projected at USD75/barrel
\VND24.700 2) Crack spreads to increase by an average of 4%
Bull-case scenario ’ .
(Crack spreads to see a strong recovery) during 2025-2028F
Bull-case scenario: upside risk
Base-case scenario (target price) VND22,000 1) 2025F Brent price: USD80/barrel
2) Crack spreads to increase by an average of 6%
during 2025-2028F
Current price \VND18,800
Bear-case scenario: downside risk
1) 2025F Brent price: USD70/barrel
Bear-base scenario VND18:600 2) Crack spreads to remain relatively unchanged
(Crack spreads to remain stagnant) during 2025-2028F
v
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Business performance

In 3Q 2024, BSR reported a 15.4% YoY decline in revenue and the largest gross
loss since 2Q 2020 (during the COVID-19 pandemic), which we attribute to two
key factors: (i) the average Brent crude oil price fell from USD84 per barrel in
July 2024 to USD73 per barrel in September 2024, forcing BSR to sell inventory
at prices significantly lower than production costs and (i) the crack spreads for
diesel, gasoline, and jet fuel (Jet A1) continued to decline, down 12.3%, 8.2%,
and 20% QoQ, respectively. Consumption levels have recovered to match last
year’s figures, following the completion of major maintenance in 2Q 2024.

Table 1. BSR - 9M 2024 business performance

(VNDbn)

3Q 2023 3Q 2024  +/-%YoY 9M 2023 9M 2024 +/-%YoY  Notes
Revenue 37,756 31,946 -15.4% 105,491 87,059 -17.5%  3Q 2024 revenue declined primarily due to a sharp
fall in crude oil prices and crack spreads compared
to the same period last year.
Diesel 14,008 12,350 -11.8% 40,157 35,020 -12.8%
A95 gasoline 11,544 10,491 -9.1% 29,981 26,372 -12.0%
A92 gasoline 4,824 2,998 -37.9% 15,315 9,280 -39.4%
Jet Al 3,119 2,619 -16.0% 8,254 7,424 -10.1%
FO 974 256 =73.7% 1,776 1,079 -39.2%
LPG 1,575 1,838 16.7% 5,449 4,594 -15.7%
Gross profit 3,831 -1,469 -138.3% 7,081 285 -96.0% In 3Q 2024, BSR reported a gross loss as the
average Brent crude oil price decreased from
USD84 per barrel in July 2024 to USD73 per barrel
in September 2024. The crack spreads for Diesel,
gasoline, and JetAl are estimated to have fallen by
12.3%, 8.2%, and 20.0% QoQ, respectively.
Gross profit margin 10.1% -4.6% 6.7% 0.3%
Financial income 420 554 31.9% 1,699 1,820 7.1%
Financial expenses 319 125 -60.8% 803 519 -35.4%
Profits from affiliates 0 0 N/A 0 0 N/A
SG&A 313 293 -6.4% 1,061 822 -22.5%
Operating income/loss 3619 -1,333 -136.8% 6,916 764 -89.0%
Other income 2 5 150.0% 23 20 -13.0%
Profit before taxes (PBT) 3,621 -1,328 -136.7% 6,939 784 -88.7%
Profit after taxes (NPAT) 3,235 -1,209 -137.4% 6,184 675 -89.1%
NP after MI 3,260 -1,210 -137.1% 6,230 715 -88.5%
NPAT margin 8.6% -3.8% 5.9% 0.8%
Consumption (million tons) 1,734 1,722 -0.7% 5,294 4,465 -15.7%  Production for 9M 2024 was lower due to a 48-day
maintenance shutdown that began in mid-March
and was completed in 2Q 2024.
Diesel 689 706 2.5% 2,104 1,881 -10.6%
A95 gasoline 496 530 6.9% 1,380 1,278 -7.4%
A92 gasoline 217 156 -28.1% 734 458 -37.6%
Jet Al 138 142 2.9% 400 382 -4.5%
FO 32 37 16.9% 94 80 -14.5%
LPG 120 107 -10.8% 356 263 -26.1%
Brent crude oil price (USD/barrel) 86 78 -9.3% 82 82 0.1%

Source: Binh Son Refinery, KB Securities Vietnam

Ko KB Securities | VIETNAM



KBSV

RESEARCH

KBSV revises down crude oil price
assumptions amid potential

OPEC has further cut its global demand growth estimate for 2025, from 1.58%
to 1.48% YoY, primarily due to the lack of significant improvement in China’s
market volatility under the 2025 economic data. On the supply side, OPEC+ has extended its plan to maintain
US presidential administration production cuts in order to support oil prices, as the supply-demand balance
for crude oilin 2025 is expected to be less favorable. We believe that the 2025
US presidential administration will bring significant volatility to the global crude
oil market. Potential negative impacts are: (i) policies promoting crude oil
extraction and (i) heightened risks of a US-China trade war, which could
negatively impact global consumption prospects. On a positive note, the
possibility of sanctions targeting Iran could provide support for oil prices. In our
base case scenario, we have revised our average oil price assumption for
2024/2025 from USD83/80 to USD80/75 per barrel, with a further reduction to
USD 80/70 per barrel in the bearish scenario.

Crack spreads should recover in
the short term from their
September 2024 low

We expect crack spreads for Asian oil-based products to recover in the short
term from their September 2024 lows due to (1) inventory levels in the region
falling below the average since China’s post-pandemic economic reopening
and (2) refinery output cuts in China during 4Q 2024 and 1Q 2025. The long-
term outlook for crack spreads, however, will hinge on the pace of China’s
economic recovery following the rollout of stimulus packages.

Fig 2. Global - Brent crude oil prices (USD/barrel) Fig 3. BSR - Crack spread for some key products (USD/barrel)
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Forecast

Table 6. BSR - 2023A-2025F business performance

+/- +/-
(VNDbn) 2023 2024F g 2025F J Notes
%YoY %YoY

Revenue 147,423 120,348 -18.4% 135,515 12.6%  2024F revenue is expected to decline mainly due to the negative
effects of a major maintenance shutdown lasting 48 days. For 2025,
revenue is projected to recover from a low base as the plant resumes
normal operations.

Diesel 57,736 49,386 -14.5% 55,678 12.7%
A95 gasoline 42,239 36,736 -13.0% 41,587 13.2%
A92 gasoline 19,900 13,306 -33.1% 14,717 10.6%
Jet Al 11,954 9,739 -18.5% 11,248 15.5%
FO 1,893 1,610 -15.0% 1,581 -1.8%
LPG 7,451 5,607 -24.7% 6,236 11.2%

Gross profit 9,608 2,354 =75.5% 5,510 134.1%  The 2024F gross profit margin projection is reduced by 68%

compared to the previous estimate following weaker-than-expected
3Q 2024 results. However, we anticipate an improvement in 4Q 2024
performance, supported by (1) the resolution of high-cost inventory
and (2) signs of recovery in the crack spread following reduced
output from Chinese refineries.
For 2025F, the gross profit margin is expected to recover from a low
base as operations stabilize. The average crack spread is assumed to
recover with a compounded annual growth rate (CAGR) of 4% from
2024 to 2028 in the base case scenario.

Gross profit margin 6.5% 2.0% 4.1%

Financial income 2,659 2,166 -18.5% 2,439 12.6%

Financial expenses 1,154 1,063 -7.9% 1,072 0.8%

Profits from affiliates 0 0 N/A 0 N/A

SG&A 1,660 1,200 -27.7% 1,351 12.6%

Operating income/loss 9,453 2,257 -76.1% 5,526 144.8%

Other income 32 0 -100% 0 N/A

Profit before taxes (PBT) 9,486 2,257 -76.2% 5,526 144.8%

PBT margin 6.4% 1.9% 4.1%

Profit after taxes (NPAT) 8,455 2,031 -76.0% 4,973 144.9%

NPAT margin 5.7% 1.7% 3.7%

NP after MI 8,511 2,037 -76.1% 4,989 144.9%

Consumption (million tons) 7,256 6,211 -14.4% 7,448 19.9%  Production is expected to drop sharply in 2024 due to the major
maintenance shutdown but is expected to recover from 2025 with
stable plant operations.

Diesel 2,990 2,613 -12.6% 3,128 19.7%
A95 1,947 1,792 -8.0% 2,166 20.9%
A92 953 662 -30.5% 787 18.9%
Jet Al 514 502 -2.3% 618 23.1%
FO 129 111 -14.0% 118 6.3%
LPG 473 344 -27.3% 413 20.1%
Brent crude oil price (USD/barrel) 83 80 -3.6% 75 -6.3%  We have lowered our Brent crude oil price assumptions for 2024 and

2025 from USD83 and USD80 per barrel to USD80 and USD75 per
barrel, respectively, in the base case scenario.

Source: Binh Son Refinery, KB Securities Vietnam
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We recommend BUY for BSR with a
target price VND22,000/share

Table 7. BSR - FCFF model assumptions
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Valuation

We use a combination of two valuation methods, free cash flow to the firm
(FCFF) and P/B ratio, to derive a target price for BSR of VND22,000 per share,
implying @ 17% upside from the closing price of VND18,800 per share on
November 19, 2024. The current target price is 10.9% lower than our previous
estimate due to a significant downward revision in NPAT for 2024/2025F, which
has been reduced by 69.3% and 36.4%, respectively. Despite this, we have
upgraded our recommendation to BUY as the stock has decreased by 19%
since our last report, making it relatively attractive. Please note that our current
valuation does not incorporate the anticipated benefits from the Dung Quat Oil
Refinery Upgrade and Expansion Project, which is scheduled for completion in
3Q 2028. The expected dividend yield is 3%.

Risk-free rate

Market risk premium
Beta

Average interest rate
Taxes

WACC

Terminal growth rate

4.7% Present value of terminal value (VNDbn) 31,345
7.9% Total present value for the 2024-2028 period 5,557
1.44 Total present value 36,902
7.0% Plus: Cash & Short-term investments 31,666
10.0% Minus: Net Debt -5,102
13.2% Minus: Minority interest -124
1.5% Equity value 63,342
Number of shares outstanding (million shares) 3,100.5

Equity value/share (VND) 20,400

Source: KB Securities Vietnam

Table 8. BSR - Valuation results

Valuation method Forecast price Weighting Weighted price
FCFF 20,400 50% 10,200
P/B (1.29x) 23,646 50% 11,823
Target price (rounded) 22,000
Current price (Nov 19, 2024) 18,800
Upside 17.0%
Source: KB Securities Vietnam
Fig 9. BSR - P/B in 2019-2024 (x)
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Income Statement

Balance Sheet

(VND billion) 2022A 2023A 2024F 2025F (VND billion) 2022A 2023A 2024F 2025F
Net sales 167,124 147,423 119,660 125,285 CURRENT ASSETS 78,488 86,454 80,165 83,813
Cost of sales -151,027 -137,815 -117,994 -120,975 Cash and cash equivalents 58,471 68,546 63,059 58,792
Gross Profit 16,097 9,608 1,666 4,310 Short-term investments 22,853 17,001 14,377 18,400
Financial income 1,750 2,659 2,154 2,255 Accounts receivable 2,172 21,122 17,111 17,916
Financial expenses -923 -1,154 -1,059 -1,024 Inventories 16,553 14,999 17,146 11,533
of which: interest expenses -253 -288 -341 -272 LONG-TERM ASSETS 16,809 15,352 14,353 10,871
Gain/(loss) from joint ventures (from 2015) 0 0 0 0 Long-term trade receivables 20,017 17,908 17,106 25,021
Selling expenses -909 -1,034 -685 =717 Fixed assets 534 549 549 549
General and admin expenses -515 -626 -508 -532 Investment properties 18,075 16,059 15,257 23,172
Operating profit/(loss) 15,500 9,453 1,568 4,292 Long-term incomplete assets 1,275 1,211 1,211 1,211
Otherincomes 87 32 0 0 Long-term investments 0 0 0 0
Other expenses 1 0 0 0 TOTAL ASSETS 0 0 0 0
Net other income/(expenses) 86 32 0 0 LIABILITIES 27,298 29,322 23,789 25,732
Income from investments in other entities 1 2 3 4 Current liabilities 26,015 28,439 22,289 20,240
Net accounting profit/(loss) before tax 15,586 9,485 1,568 4,292 Trade accounts payable 14,836 14,617 14,523 9,096
Corporate income tax expenses -916 -1,031 -157 -429 Advances from customers 38 247 247 247
Net profit/(loss) after tax 14,669 8,455 1,411 3,863 Short-term unrealized revenue 8,954 10,970 4,914 8,292
Minority interests -57 -57 -4 -12 Short-term borrowings 1,282 884 1,500 5,492
Attributable to parent company 14,726 8,511 1,415 3,875 Long-term liabilities 0 0 0 0
Long-term trade payables 0 0 0 0
Margin ratio Long-term advances from customers 0 0 0 0
2022A 2023A 2024F 2025F Unrealized revenue 0 0 616 4,608
Gross profit margin 9.6% 6.5% 1.4% 3.4% Long-term borrowings 51,190 57,131 56,376 58,081
EBITDA margin 10.1% 6.9% 2.4% 4.7% OWNER'S EQUITY 31,005 31,005 31,005 31,005
EBIT margin 8.8% 5.4% 0.4% 2.4% Paid-in capital 0 0 0 0
Pre-tax profit margin 9.3% 6.4% 1.3% 3.4% Share premium 14,652 16,202 15,451 17,168
Operating profit margin 9.3% 6.4% 1.3% 3.4% Undistributed earnings 5,598 10,048 10,048 10,048
Net profit margin 8.8% 5.7% 1.2% 3.1% Minority interests -65 -124 -128 -140
Cash Flow Statement Key ratios
(VND billion) 2022A 2023A 2024F 2025F -
Net profit/(loss) before tax 15,586 9,486 1,568 4,292 Multiple
Depreciation and amortisation 2,192 2,269 2,341 2,836 P/E 3.9 6.8 40.8 149
Profit/loss from investing activities -1,102 -2,315 0 0 P/E diluted 3.9 6.8 40.8 14.9
Interest expense 253 288 341 272 P/B 1.1 1.0 1.0 1.0
Operating profit/(loss) before changes in
Working Capital 16,929 9,728 4,250 7,400 P/S 0.4 0.4 0.5 0.5
(Increase)/decrease in receivables -2,943 1,848 -2,147 5,613 P/Tangible Book 11 1.0 1.0 1.0
(Increase)/decrease in inventories -6,577 1,305 999 3,482 P/Cash Flow 8.1 4.9 23.0 5.6
Increase/(decrease) in payables 883 604 -94 -5,427 EV/EBITDA 26 5.0 17.3 8.8
(Increase)/decrease in prepaid expenses 184 36 0 0 EV/EBIT 3.0 6.5 103.0 17.0
Net cash inflows/(outflows) from operating
activities 7,088 11,672 2,510 10,367 Operating performance
Purchases of fixed assets and other long
term assets -220 -230 -1,539 -10,751 ROE 28.7% 14.8% 2.5% 6.7%
Proceeds from disposal of fixed assets 0 1 0 0 ROA 18.7% 9.8% 1.8% 4.6%
Loans granted, purchases of debt
instruments -7,826 -29,789 -29,785 -29,777 ROIC 38.0% 15.3% 1.0% 5.7%
Collection of loans, proceeds from sales
of debts instruments 9,843 10,840 33,800 28,984 Financial structure
Investments in other entities 0 0 0 0 Cash Ratio 1.0 13 14 1.8
Proceeds from divestment in other
entities 0 0 0 0 Quick Ratio 1.6 1.9 22 2.4
Dividends and interest received 897 1,303 0 0 Current Ratio 23 2.4 2.8 2.9
Net cash inflows/(outflows) from investing
activities 2,695 -17,874 2,476 -11,544 LT Debt/Equity 0.0 0.0 0.0 0.1
Proceeds from issue of shares 0 0 0 0 LT Debt/Total Assets 0.0 0.0 0.0 0.1
Payments for share returns and
repurchases 0 0 0 0 Debt/Equity 0.2 0.2 0.1 0.1
Proceeds from borrowings 77,969 95,396 5,530 12,592 Debt/Total Assets 0.1 0.1 0.1 0.1
Repayment of borrowings -79,886 -93,407 -10,970 -5,222 ST Liabilities/Equity 0.5 0.5 0.4 0.3
Finance lease principal payments 0 0 0 0 ST Liabilities/Total Assets 0.3 0.3 0.3 0.2
Dividends paid -1,347 2,164 2,170 2,170 Total Liabilities/Equity 0.5 0.5 0.4 0.4
Interests, dividends, profits received 0 0 0 0 Total Liabilities/Total Assets 0.3 0.3 0.3 0.3
Net cash inflows/(outflows) from financing
activities -3,265 -175 -7,610 5,200 Activity ratios
Net increase in cash and cash equivalents 6,518 -6,377 -2,624 4,023 Account Receivable Turnover 11.1 9.3 7.5 8.7
Cash and cash equivalents at the beginning
of period 16,346 22,853 17,001 14377 Inventory Turnover 111 8.6 7.9 9.6
Cash and cash equivalents at the end of
period 22,853 17,001 14,377 18,400 Account Payable Turnover 13.8 10.0 8.2 10.6

Source: Binh Son Refinery, KB Securities Vietnam
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