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Petrolimex (PLX)

Overly cautious guidance

Overly bearish 2020E earnings guidance

— Management released cautious guidance for shareholder approval at VND1,570 billion in
pretax income or down 72% YoY on VND122,000 billion in revenue or down 36% YoY
(management did not release any indication for net profit). This is in stark comparison to the
pretax income consensus of VND4,405 billion and overly cautious guidance reflects
management’s bearish views on: 1) oil prices that may remain at depressed levels even in
the post-pandemic period due to concerns of a US-China trade war; and 2) intense
competition between retail gas stations that compete more aggressively on price as they
expand locations. That said, a further increase in retail pump prices by approximately 30%
should allow PLX to start reversing 1Q’s VND1,600 billion in inventory provisions or 4.2% of

sales. The estimate for 2020E volume sales was also only 11.5 billion tons or down 17% but

this may prove overly conservative as: 1) 1Q’s volume sales were already 3.1 billion tons;
and 2) the pandemic only impacted half of March and the whole of April, with volume
demand already seeing steady recovery. The annual general shareholders’ meeting will be
held online on June 26.

VND3,000 cash dividend for 2019 & will maintain minimum VND1,200 level for 2020E

— PLX will ask shareholders to approve cash dividends totaling VND3,000 per share for 2019
performance, which means an additional VND1,000 per share after already paying VND2,000
per share in April 2019. Moreover, management will maintain its policy of paying out at least
VND1,200 per share for cash dividends or the same policy it announced at last year’s annual
general shareholders meeting. Importantly, the company’s financial conditions remain
healthy despite the coronavirus which should allow it to continue its practice of paying cash
dividends in excess of this minimum.

HDBank-PGBank merger entering the final stage

— The long-awaited merger between HDBank (HDB) and PGBank (unlisted) is scheduled for
completion this year according to investor relations at HDBank. With the swap ratio set at 1
HDBank share for 0.612 shares in PGBank, PLX’s 40% holding will be converted into a 6.4%
stake in HDBank. PLX plans to sell this stake after the lock up ends on the merger, with the
potential for VND1,341 billion in financial income from the sale based on HDBank’s current
share price of VND26,900 and average purchase price of VN8,900. This stake sale is part of
management’s strategy to exit from the financial industry and to reallocate more of the
company’s resources to expand its presence in the downstream oil & gas industry, especially
LNG.
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Investment ratings & definitions

Investment Ratings for Stocks
(based on expectations for absolute price gains over the next 6 months)

Buy: Hold: Sell:
+15% to -15%

+15% or more -15% or more

Investment Ratings for Sectors
(based on expectations for absolute price gains over the next 6 months)

Positive: Neutral: Negative:

Outperform the market Perform in line with the market ~ Underperform the market

Opinions in this report reflect the professional judgment of the research analyst(s) as of
the date hereof and are based on information and data obtained from sources that KBSV
considers reliable. KBSV makes no representation that the information and data are
accurate or complete and the views presented in this report are subject to change without
prior notification. Clients should independently consider their own particular
circumstances and objectives and are solely responsible for their investment decisions
and we shall not have liability for investments or results thereof. These materials are the
copyright of KBSV and may not be reproduced, redistributed or modified without the prior
written consent of KBSV. Comments and views in this report are of a general nature and
intended for reference only and not authorized for use for any other purpose.
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