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2Q24 business results improved
considerably thanks to favorable
product prices

KBSV maintains prudent forecast
for crude oil price due to gloomy
consumption demand outlook and
less tight supply

Asian LNG prices increased sharply
in 2Q due to a surge in demand

GAS plans to pay dividends in cash
and issue shares

Valuation: BUY rating - Target price
VND87,100/share

Neutral e

Revenue and gross profit of PV Gas (GAS) in 2Q24 surged 25.0% and 32.1% YoY,
respectively mainly due to higher FO price (+15.3%), LPG price (+14.7%) and LPG
consumption (+19.6%). 2Q sales volume growth was mainly supported by imports.

Economic data from the world's two largest crude oil consumers, the US and
China, are showing a less optimistic picture. The political instability in Libya is
showing signs of improvement, easing concerns about supply shortages and
putting strong downward pressure on crude oil prices in the short term. We
temporarily maintain our assumption that the price in 2024 will reach USD83/barrel
and decrease to USD80/barrel in 2025.

Japan LNG prices (a gauge of Asian LNG prices) gained 32.9% in 2Q. Japan and
China have raised LNG imports sharply due to the surge in demand for cooling and
conversion of LNG-powered trucks. The strong volatility in imported LNG prices
has a negative impact on the long-term prospects of LNG projects.

GAS plans to pay VND6,000/share for 2023 dividends and issue additional shares at
a ratio of 50:1 to increase its share capital with its equity. The ex-right date is
September 13, 2024 and the expected payable date is November 28, 2024.

We set a target price for GAS shares of YND87,100/share, 4.6% higher than the
closing price of YND83,300/share on August 30, 2024. We change our rating to
NEUTRAL as the expected total return is no longer attractive.

Target pl’iCE VND87,100 Trading data Share price performance

Free float 4.2% (%) iM M 6M 12M
Upside 4.6% 3M avg trading value (VNDbn/USDmn) 108.2/4.3 Absolute 8.0 2.8 7.8 0.8
Current price (Aug 30, 2024) VND83,300 Foreign ownership 1.9% Relative 5.1 16 55 -4.8
Consensus target price VND88,000 Major shareholder PetroVietnam (PVN, 92.1%)
Market cap (VNDtn/USDbn) 191.3/7.7
Forecast earnings & valuation

Price (LHS) Relative performance (RHS)
FY-end 2022 2023 2024F 2025F
Net revenue (VNDbn) 100,724 89,954 97,364 104,523 11(;/',:;;
Operating income/loss (VNDbn) 17,799 12,906 13,244 13,440 95 000
NPAT-MI (VNDbn) 14,794 11,606 11,410 11,471 ’
EPS (VND) 7,647 4972 4967 4994 75,000
EPS growth (%) 75.6 -35.0 0.0 1.0 55,000
P/E (x) 10.9 16.8 16.8 16.7 35,000
P/B (x) 2.6 30 30 2.8 15,000
ROE (%) 246 18.1 180 16.7 m@? m@& ,&m“’ ,&m" LA
Dividend yield (%) 37 7.2 42 42 Q\Q‘b\ 0\@\ 0\0\ O’\&\ Q\&\ Q\&\
S S S PP 5

Source: Bloomberg, KB Securities Vietnam
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Revenue composition (2023)
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Business operation

43%
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47%

m Dry Gas

m Gas trasportation
LPG trading

m Other

PetroVietnam Gas JSC (GAS) was
established in 1990 and has been a
member unit of the Vietnam National
Oil and Gas Group. GAS mainly
operates in the fields of collecting,
transporting, storing, processing,
exporting, importing, and trading gas
and gas products. The JSC holds the
No. 1 position in supplying dry gas,
LPG and LNG in Vietnam.

Source: PV Gas, KB Securities Vietnam

Investment Catalysts

Notes

Crude oil prices remain high. Crude oil prices averaged USD85/barrel in 1H24, supporting business results
amid weakening domestic gas consumption due to the priority of other power sources.

Gas output growth in the medium term will mainly come from the LNG segment. Imported LNG will
supplement gas supply in the 2024-2026 period when domestic gas fields are decreasing in output.

Please find more details here

Please see more details below

Revised earnings estimates

(VNDbn) KBSV estimates Change vs previous estimates Consensus* Difference
2024E 2025E 2024E 2025E 2024E 2025E 2024E 2025E
Revenue 97,364 104,523 7% 5% 95,452 101,077 2% 3%
EBIT 13,244 13,440 1% 6% 13,627 14,561 -3% -8%
NP after M| 11,410 11,471 -2% 7% 12,624 12,680 -10% -10%
Source: Bloomberg, KB Securities Vietnam
Investment opinion & risks
A Base-case scenario: catalysts
. . 1) Brent price: USD83/barrel
Bull-case scenario \VND101,300 (Favorable product prices & output) .
2) 2024F dry gas: 7.1 billion m3
3) 2025F LNG: 700 thousand tons
Base-case scenario (target price) \VND87,100 X L
Bull-case scenario: upside risk
1) Brent price: USD88/barrel
) 2) 2024F dry gas: 7.3 billion m?
Current price IVND80,600
3) 2025F LNG: 900 thousand tons
. . X Bear-case scenario: downside risk
Bear-base scenario \VND71,500 (Negative product prices & output) X
1) Brent price: USD78/barrel
v 2) 2024F dry gas: 6.9 billion m3

3) 2025F LNG: 500 thousand tons
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2Q business results improved
strongly thanks to favorable

output prices

Table 1. GAS - 2Q24 updated results
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2Q24 performance updates

Revenue and gross profit of GAS in 2Q24 surged 25.0% and 32.1% YoY,
respectively mainly due to higher FO price (+15.3%), LPG price (+14.7%) and
LPG consumption (+19.6%). In 2Q24, the overall situation of dry gas
consumption from domestic sources has not improved much. The growth in gas

sales volume mainly came from imported LNG gas sources. GAS also recorded a
provision for bad debt of VND815 billion related to the fee issue at the Phu My
- Ho Chi Minh City pipeline. However, the company expects to be able to

reverse this provision in the future.

(VNDbn, %) 2Q23 2Q24 +/-%YoY 6M23 6M24 +/-%YoY  Notes
24,043 30,052 25.0% 45,257 55,367 17.9% The increase in revenue was attributable to a strong
Revenue increase in FO price, consumption output and LPG
price.
G it 4,343 5,736 32.1% 9,185 9,427 2.6%  LNGin 2Q spiked thanks to favorable output prices,
ross profi
P helping to offset less positive results in 1Q.
Gross profit margin 18.1% 19.1% 20.3% 17.7%
Financial income 598 445 =25.7% 1,135 908 -20.0%
Financial expenses 95 229 141.1% 170 410 141.2% s mainly due to exchange losses.
Profit from affiliates 10 135 35.0% 9.0 13.0 44 4%
SGEA 853 1,726 102.4% 1,915 2,529 32.1% ltis due to the provision for bad debt of VND815 billion
related to Phu My - Ho Chi Minh City pipeline fees.
Lo 4,004 4,240 5.9% 8,244 7,409 -10.1%
Operating income/loss
Other income -4 0 -100.0% 23 1 -95.7%
Profit before taxes (PBT) 3,990 4,226 5.9% 8,257 7,397 -10.4%
§ 3,196 3416 6.9% 6,613 5,960 -9.9%
Profit after taxes (NPAT)
3,156 3321 5.2% 6,506 5,832 -10.4%
NPAT after MI
NPAT margin 13.1% 11.1% 14.4% 10.9%
1,632 1,957 19.9% 3,990 3,589 -10.1%
Dry gas consumption (million tons)
1,115 1,384 24.1% 2,949 2,499 -153%  Domestic electricity mobilization was low due to the
Ministry of Industry and Trade prioritizing other power
By power plants . . . .
sources in 1Q24. The improvement in 2Q was mainly
supported by LNG.
By fertiizer plants 299 310 3.7% 553 609 10.1%
By industrial parks 218 264 21.1% 487 482 Lo% It was supported by LNG.
X 683 817 19.6% 1,090 1,500 37.6%  Theincrease was attributable to exports to overseas
LPG consumption (thousand tons)
markets.
Brent price (USD/barrel) 8 85 8.9% 80 85 4.8%
FO price (USD/ton) 433 499 15.3% 406 469 15.4%
517 593 14.7% 611 606 -1.0%

LPG price (USD/ton)

Source: PV Gas, KB Securities Vietnam
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KBSV maintains prudent forecast
for crude oil price due to gloomy
consumption demand outlook and
less tight supply

Japan LNG prices fluctuated
strongly due to surging
consumption
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Brent crude oil prices averaged USD85/barrel in 1H2024 but strongly dropped
to only USD79/barrel in July-August 2024. OPEC lowered its forecast for global
crude oil demand in 2024 and 2025 by 6.0% and 3.5% YoY, respectively in its
latest report. This adjustment may be after the world's two largest crude oil
consumers, the US and China, are showing a less optimistic picture in economic
data. On the supply side, the OPEC+ in its latest meeting emphasized that the
easing of production cuts from 3Q24 will depend on actual market demand.
However, the political instability in Libya is showing signs of improvement,
easing concerns about supply shortages and putting strong downward pressure
on crude oil prices in the short term. We temporarily maintain our assumption
that the price in 2024 will reach USD83/barrel and decrease to USD80/barrel in
2025.

Japan LNG prices (a gauge of Asian LNG prices) increased by 32.9% in 2Q24,
reaching USD12.5/mmBTU at the end of July 2024. The two largest consumers
in the region, Japan and China, have increased LNG imports sharply to (1) cope
with the surge in demand during the record hot summer and (2) meet the need
to switch truck fuels from traditional gasoline to LNG. Although the volatility is
no longer as high as in 2021-2022, Asian LNG prices are still likely to
experience big changes due to the supply shortage in the region. We believe
this will have a negative impact on GAS's LNG project prospects, especially
when the company is expected to start increasing its business output from
2025.

Fig 2. Global - Brent & FO prices (USD/barrel, USD/ton) Fig 3. Japanese - LNG price (USD/mmBTU)
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Source: Bloomberg, KB Securities Vietnam

GAS plans to pay dividends in cash
and issue shares

Source: Bloomberg, KB Securities Vietnam

GAS plans to pay VND6,000/share for 2023 dividends and issue additional
shares at a ratio of 50:1 to increase its share capital with its equity. The ex-right
date is September 13, 2024 and the expected payable date is November 28,
2024.
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Table 4. GAS - 2024-2025F results

Forecast & valuation
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(VNDbn, %) 2023 2024F +/-%YoY 2025F +/-%YoY  Notes
. o b
Revente 89.954 97364 8.2% 104,523 7 4% 2024.F LPG consumption output was 20% higher than the
previous report.
Gross profit 16,925 17,893 5.7% 18,133 1.3%
Gross profit margin 18.8% 18.4% 17.3%
0,
Financial income 2273 1932 -15.0% 1932 oo% 2024 forecast was lowered 15 /.o compared to the latest
report due to actual results being worse than expected.
Financial expenses 587 658 12.1% 775 17.8%
Profit from affiliates 27 27 1.1% 27 0.0%
The forecast was raised 14% due to the provision related
SG&A 4,019 4,649 15.7% 4,693 0.9%  tothe PM-TPHCM pipeline. However, the provision may
still be reversed in the future.
Operating income/loss 14,619 14,545 -0.5% 14,624 0.5%
Other income -13 0 -100.0% 0 N/A
Profit before taxes (PBT) 14,640 14,545 -0.6% 14,624 0.5%
Profit after taxes (NPAT) 11,793 11,636 -1.3% 11,699 0.5%
NPAT after MI 11,606 11,410 -1.7% 11,471 0.5%
NPAT margin 12.9% 11.7% 11.0%
Dry gas consumption (million tons) 7,300 7,125 -2.4% 7,180 0.8%
In 2024, the Ministry of Industry and Trade (MOIT) will
By power plants 5,189 4916 -5.3% 5,098 3.7% increase mobilization from coal power and renewable
energy.
By fertlizer plants 1132 1211 7.0% 1077 119 M should be more stat.)le compareq to the low b.ase level
of 2023. No major maintenance will take place in 2024.
By industrial parks 980 997 1.8% 1,005 0.8%
1 1 0,
LPG consumption (thousand tons) 2,450 2,940 20.0% 2,940 0o% orecastconsumption output was increased 20% due to
outstanding results in the first half of the year.
Brent price (USD/barrel) 83 83 0.0% 80 -3.6%
FO price (USD/ton) 442 442 0.0% 426 -3.6%
LPG price (USD/ton) 577 577 0.0% 566 -1.8%

Source: PV Gas, KB Securities Vietnam
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Valuation: BUY rating - Target
price VND87,100/share

Table 5. GAS - FCFF valuation
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Using FCFF and P/E comparison for GAS valuation, we found the price target
was VND87,100/share, equivalent to an upside of 4.6% compared to the closing
price of VND83,300/share on August 29, 2024. The target P/E of 16.3x is
chosen based on the median P/E of GAS over the past five years. We
downgraded our recommendation for GAS to NEUTRAL because the expected
return is no longer attractive.

Risk-free rate

Equity risk premium

Beta

Average interest rate
Taxes

Weighted cost of capital

Terminal growth rate

4.7%
7.6%
0.69
7.5%
20.0%
9.1%

1.5%

Present value of terminal value (VNDbn)

Total present value for the period 2024-2028
Total present value

Plus: Cash & Short-term investments

Minus: Net Debt

Minus: Minority interest

Equity value

Number of shares outstanding (million shares)

Equity value/share (VND)

131,129
39,895
171,024
42,857
-5,927
-1,476
206,478
2,297

89,800

Source: Bloomberg, KB Securities Vietnam

Table 6. GAS - Final valuation

Valuation method

FCFF

P/E (16.3x)

Target price (rounded)
Current price (August 29, 2024)
Upside

Dividend yield

Total return

Forecast price
89,800

80,962

Weighting
70%

30%

Price per weight
62,860

24,289

87,100

83,300

4.6%

4.2%

8.8%

Source: Bloomberg, KB Securities Vietnam

Fig 7. GAS - P/E in 2020-2024 (x)
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GAS - 2022A-2025F financials
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Income Statement

Balance Sheet

(VND billion) 2022A 2023A 2024F 2025F (VND billion) 2022A 2023A 2024F 2025F
Net sales 100,724 89,954 97,364 104,523 CURRENT ASSETS 82,806 87,755 86,023 95,388
Cost of sales -79,409 -73,029 -79,471 -86,390 Cash and cash equivalents 55,652 62,218 62,567 66,600
Gross Profit 21,314 16,925 17,893 18,133 Short-term investments 10,549 5,669 7,772 10,361
Financial income 1,568 2,273 1,932 1,932 Accounts receivable 23,726 35,085 35,085 35,085
Financial expenses -671 -587 -658 -775 Inventories 16,191 16,865 16,005 17,182
of which: interest expenses -337 -340 -342 -449 LONG-TERM ASSETS 4,102 3,945 3,048 3,314
Gain/(loss) from joint ventures (from 2015) 28 27 27 27 Long-term trade receivables 27,155 25,537 23,456 28,788
Selling expenses -2,440 -2,544 -2,753 -2,957 Fixed assets 169 318 318 318
General and admin expenses -1,075 -1,475 -1,896 -1,736 Investment properties 16,370 19,532 17,451 22,783
Operating profit/(loss) 17,799 12,906 13,244 13,440 Long-term incomplete assets 6,121 1,781 1,781 1,781
Other incomes 112 20 0 0 Long-term investments 36 32 32 32
Other expenses 34 -34 0 0 TOTALASSETS 0 0 0 0
Net other income/(expenses) 78 -13 0 0 LIABILITIES 21,489 22,456 21,238 25,306
Income from investments in other entities 0 1 2 3 Current liabilities 12,488 14,972 13,866 13,959
Net accounting profit/(loss) before tax 18,802 14,640 14,545 14,624 Trade accounts payable 6,652 7,138 5,869 6,300
Corporate income tax expenses -3,740 -2,812 -2,909 -2,925 Advances from customers 128 119 119 119
Net profit/(loss) after tax 15,062 11,793 11,636 11,699 Short-term unrealized revenue 45 1,605 1,768 1,430
Minority interests 268 187 226 228 Short-term borrowings 9,001 7,484 7,372 11,347
Attributable to parent company 14,794 11,606 11,410 11,471 Long-term liabilities 0 0 0 0
Long-term trade payables 0 0 0 0
Margin ratio Long-term advances from customers 22 22 22 20
2022A 2023A 2024F 2025F Unrealized revenue 6,038 4,271 4,159 8,134
Gross profit margin 21.2% 18.8% 18.4% 17.4% Long-term borrowings 61,317 65,299 64,785 70,082
EBITDA margin 20.8% 17.7% 17.7% 16.8% OWNER'S EQUITY 19,140 22,967 22,970 22,970
EBIT margin 17.7% 14.4% 13.6% 12.9% Paid-in capital 0 0 0 0
Pre-tax profit margin 18.7% 16.3% 14.9% 14.0% Share premium 19,243 16,880 16,137 21,206
Operating profit margin 17.7% 14.3% 13.6% 12.9% Undistributed earnings 21,476 24,202 24,202 24,202
Net profit margin 15.0% 13.1% 12.0% 11.2% Minority interests 1,458 1,250 1,476 1,704
Cash Flow Statement Key ratios
(VND billion) 2022A 2023A 2024F 2025F -
Net profit/(loss) before tax 18,802 14,640 14,545 14,624 Multiple
Depreciation and amortisation 3,104 3,051 4,001 4,065 P/E 10.9 16.8 16.8 16.7
Profit/loss from investing activities -992 -1,857 0 0 P/E diluted 10.9 16.8 16.8 16.7
Interest expense 325 340 342 449 P/B 2.6 3.0 3.0 2.8
Operating profit/(loss) before changes in
Working Capital 21,239 16,174 18,888 19,138 P/S 16 21 2.0 18
(Increase)/decrease in receivables 782 -625 860 -1,177 P/Tangible Book 26 3.0 3.0 2.8
(Increase)/decrease in inventories -878 109 897 -266 P/Cash Flow 12.8 14.5 11.9 13.0
Increase/(decrease) in payables -3,902 932 -1,269 431 EV/EBITDA 75 12.1 11.1 11.0
(Increase)/decrease in prepaid expenses -290 598 0 0 EV/EBIT 8.8 15.0 14.4 14.3
Net cash inflows/(outflows) from operating
activities 12,440 13,226 16,125 14,752 Operating performance
Purchases of fixed assets and other long
term assets -2,006 -1,769 -1,920 -9,398 ROE 24.6% 18.1% 18.0% 16.7%
Proceeds from disposal of fixed assets 1 1 0 0 ROA 18.2% 13.4% 13.5% 12.3%
Loans granted, purchases of debt
instruments -40,613 -50,199 -50,199 -50,199 ROIC 29.8% 18.8% 20.0% 18.5%
Collection of loans, proceeds from sales
of debts instruments 41,432 39,155 50,199 50,199 Financial structure
Investments in other entities -40 0 0 0 Cash Ratio 2.7 2.7 31 3.3
Proceeds from divestment in other
entities -60 0 0 0 Quick Ratio 4.0 3.9 4.3 4.5
Dividends and interest received 1,330 2,165 1,629 1,638 Current Ratio 4.5 4.2 4.5 4.8
Net cash inflows/(outflows) from investing
activities 43 -10,647 -291 -7,760 LT Debt/Equity 0.1 0.1 0.1 0.1
Proceeds from issue of shares 159 0 0 0 LT Debt/Total Assets 0.1 0.0 0.0 0.1
Payments for share returns and
repurchases 0 0 0 0 Debt/Equity 0.0 0.0 0.0 0.0
Proceeds from borrowings 1,325 2,076 1,315 5,301 Debt/Total Assets 0.0 0.0 0.0 0.0
Repayment of borrowings -3,371 -2,419 -1,264 -1,664 ST Liabilities/Equity 0.2 0.2 0.2 0.2
Finance lease principal payments 0 0 0 0 ST Liabilities/Total Assets 0.2 0.2 0.2 0.2
Dividends paid -5,882 -7,122 -13,782 -8,040 Total Liabilities/Equity 0.4 0.3 0.3 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 -7,769 -7,466 -13,731 -4,403 Activity ratios
Net increase in cash and cash equivalents 4,715 -4,887 2,103 2,589 Account Receivable Turnover 6.1 5.4 5.9 6.3
Cash and cash equivalents at the beginning
of period 5,833 10,549 5,669 7,772 Inventory Turnover 21.6 18.2 26.1 26.1
Cash and cash equivalents at the end of
period 10,550 5,669 7,772 10,361 Account Payable Turnover 15.2 13.1 15.0 17.2

Source: PV Gas, KB Securities Vietnam
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Investment Ratings for Stocks

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

Positive: Neutral: Negative:
Perform in line with the market ~ Underperform the market

Outperform 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.


mailto:ccc@kbsec.com.vn

