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Flash News
Recommendation NEUTRAL
HOSE: POW
Electricity
Target price (VND) 13,700
Current price (VND) 12,500
Expected share price return 9.6%
Expected dividend yield 0.0%

Expected total return 9.6%

Stock performance (%)

YTD iM 3M 12M
Absolute 16.0 -4.7 -3.3 0.8
Relative 2.6 -10.1 -3.0 -3.2
Source: Bloomberg
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Ownership
PVN 79,94%
Norges Bank 1,27%
Stock Statistics 23-Sep-24
Bloomberg code POW VN
52-week range (VND) 10,400-15,900
Shares O/S (m) 2,342
Mkt cap (VND bn) 29,274
Mkt cap (USD bn) 1.22
Foreign room left (%) 449
Est. free float (%) 20.0
3m avg daily vol (shrs) 12,281,750
VND/USD 25,030

Index: VNIndex / HNX 1,268.48/233.38
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PetroVietnam Power Corporation (HoSE: POW)

For 6M2024, POW reported VND666 bn in NPAT, - 18.6% YoY, completing 80.8% of
the 2024 plan. Due to the end of the El Nino meteorological cycle and the shift to
neutral/La Nina conditions - which are unfavorable for thermal power, and the
operation of Nhon Trach 3&4 (NT3&4) will create lower gross margin due to high
input costs, we adjust the forecast of POW's NPAT to VND963 bn for 2024, -25.0%
YoY and VND831 bn for 2025, -15.5% YoY. Using the FCFF valuation method, we
achieve the fair value of POW for the next 12 months to be VND13,700/share,
representing a total expected return of +9.6%, rating Neutral.

In Q2/2024, POW'’s business showed the YoY improvement with revenue reaching
VND9,407 bn, +11.6% YoY, gross profit reaching VND724 bn, +54.3% YoY, and NPAT
reaching VND450 bn, +167.9% YoY. Key drivers of these results are: (1) The impact of
the 2023-2024 EI Nino cycle which led to lower precipitation and created favorable
conditions for thermal power in expense of reducing hydropower generation.
Specifically, Q2/2024 output reached over 4.8 bn kWh, +11.2% YoY; and (2) the
recovery of the overall economy and electricity demand, causing the entire industry's
electricity output in the 1H2024 to increase by 12.4% YoY.

Vietnam's first LNG thermal power project: NT3&4 is being implemented on
schedule andis expected to commence commercial operationin Q4/2024 for NT3 and
Q2/2025 for NT4.

According to the latest forecast from NOAA, the El Nifio cycle ended in Apr 2024 and
has transitioned to a neutral phase, with ENSO indices recording 0.4, 0.2, and 0.1 in
Jun, Jul, and Aug, respectively. Additionally, NOAA forecasts that Oct and Nov will
have the highest probability of experiencing La Nifia conditions in 2024, at 50%. This
is expected to bring positive effects for hydropower, while negative impacts for
thermal power as the La Nina cycle typically leads to above-average rainfall.

2021 2022 2023 2024F 2025F
Net Sales (VNDbn) 24,561 28,224 28,329 26,563 37,639
Growth -17.4% 14.9% 0.4% -6.2% 41.7%
EBITDA (VNDbn) 5,218 5,668 4,245 3,943 6,048
Growth -15.8% 8.6% -25.1% -7.1% 53.4%
NPAT (VNDbn) 2,053 2,552 1,283 963 813
Growth -22.9% 24.3% -49.7% -25.0% -15.5%
EPS (bonus-adjusted, VND) 687 802 378 333 264
Growth -31.3% 16.8% -52.9% -12.0% -20.6%
ROE 6.6% 7.7% 3.8% 2.8% 2.3%
ROA 3.9% 4.5% 1.8% 1.1% 1.0%
Net debt/EBITDA (x) 0.0 0.1 1.0 4.3 3.2
EV/EBITDA (x) 5.7 5.3 7.9 11.7 8.0
P/E (x) 15.8 17.8 22.8 30.4 36.0
P/B (x) 0.9 0.9 0.9 0.8 0.8
Dividend (VND) = = = = =
Dividend yield - - - - -
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Business result in Q2 & 6M2024

Q2/2024 revenue increased by 11.6% YoY to VND9,407 bn, and gross profit surged
by 54.3% YoY to VND724 bn, primarily driven by higher output from the Vung Ang 1
coal-fired power plant (VA1l), Hua Na hydropower plant (HNA), and Dakdrinh
hydropower plant (DHC) compared to the same period last year, along with higher
gross profit margin compared to gas-fired power plants. Particularly, DHC's output in
Q2/2024 is estimated at 120.1 milkWh, +11.6% YoY, VA1l is estimated at 1.85 bn kWh,
+58.0% YoY, and HNA is estimated at 82.2 mil kWh, +2.0% YoY. As aresult, the gross
marginincreased to 7.7% compared to 5.6% in the same period last year. Additionally,
other expenses and taxes paid during the quarter also decreased significantly,
contributing to a NPAT of VND450 bn, +167.9% YoY, and VND401 bn in NPATMI,
+256.1% YoY.

Conversely, the cumulative performance for 6M2024 was less favorable compared
to the second quarter due to the El Niio phenomenon of 2023-2024, which resulted
in below-average rainfall and consequently limited the generation capacity of two
hydropower plants. Moreover, given the ongoing losses, EVN proactively minimized
the dispatch of electricity from gas-fired power plants, which have the highest
operating costs among existing energy sources, ranging from 1,800 to 2,200
VND/kWh depending on the gas price at a given time. As a result, all power plants
experienced reduced generation, except for Ca Mau 1&2 (CM1&2) and VAL.
Specifically, CM1&2 achieved 3,109.7 milkWh, +0.4% YoY; NT1 reached 105.6 mil kWh,
-78.4% YoY; NT2 reached 1,178.0 mil kWh, -44.7% YoY; and VA1 reached 3,562.8 mil
kWh, +69.1% YoY.

6M2024's revenue was VND15,650 bn, -1,3% YoY, and VND1,101 bn in gross profit,
-4,1% YoY.

Unit: bn VND Q2/2023 Q2/2024 YoY 6M2023 6M2024 YoY
Price: VND/kWh 1,942 1,949 +0.4% 1,900 1,869 -1.6%
Output: mil kWh 4,339.9 4,825.7 11.2% 8,342.4 8,371.0 0.3%
CMi1&2 1,659.9 1,639 -3.4% 3,098.7 3,109.7 0.4%
NT1 227.0 102.3 -54.9% 489.1 105.6 -78.4%
NT2 1,05431 1,026.3 -2.6% 2,128.5 1,178.0 -44.7%
HNA 8036 82.2 2.0% 206.4 1574 -23.7%
DHC 107.6 120.1 11.6% 310.1 254.7 -17.9%
VA1 1,173.4 1,854.4 58.0% 2,106.9 3,562.8 69.1%
RE 1.3 1.4 7.7% 2.7 2.8 4.9%
Revenue: 8,429 9,407 11.6% 15,854 15,650 -1.3%
Gross profit: 469 724 54.3% 1,148 1,101 -4.1%
Gross margin 5.6% 7.7% 7.2% 7.0%
Financial Expense 136 229 68.9% 276 383 38.9%
Interest Expense 125 88 -29.9% 258 169 -34.4%
Administrative Expense 207 181 -12.7% 334 297 -11.1%
NPAT: 168 450 167.9% 818 666 -18.6%
NPAT's margin 2.0% 4.8% 5.2% 4.3%
NPATMI: 113 401 256.1% 647 678 4.9%

Sources: POW, ACBS

Despite a decrease in most expense categories compared to the same period last
year, financial expenses surged by 38.9% YoY, reaching VND383 bn, primarily driven
by foreign exchange losses of VND209 bn, nearly 166 times the previous year's level.
As of Jun-end 2024, POW had VND4,984 bn in USD-denominated foreign currency
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debt. Consequently, NPAT declined by 18.6% YoY to VND666 bn, while NPATMI
increased by 4.9% YoY to VND678 bn.

Transition from El Nifio to La Niiia: Potential Negative Impact on the Gas Thermal

The NOAA has confirmed the termination of the 2023-2024 EI Nifo event in Apr 2024,
with the current phase being characterized as neutral, as indicated by an ENSO index
of 0.1 in Aug 2024. Forecasts suggest an impending La Nina event in Oct-Nov 2024,
with a probability of around 50%. However, the Vietnam National Center for Hydro-
Meteorological Forecasting (NCHMF) anticipates an earlier onset of La Nifa, possibly
starting in Sep with a probability of 60-70%. Nevertheless, recent updates from the
NOAA indicate a declining probability of La Nifia across various forecast models,
suggesting a continuation of neutral conditions. Specifically, the probability of La Nifia
in Sep, Oct, and Nov has decreased from 55%, 61%, and 62% respectively in mid-May
2024 to 41%, 49%, and 46% in the latest forecast. This reduction somewhat mitigates
the potential impacts of La Nina and dampens expectations of a positive financial
performance for hydropower companies in 2024.

Output Weighting: % 2021 2022 2023 6M2024
CM1&2 29.4% 26.8% 36.5% 37.1%

NT1 3.0% 9.9% 4.9% 1.3%

NT2 21.8% 28.6% 20.1% 14.1%

HNA 3.9% 5.8% 4.1% 1.9%

DHC 4.2% 5.5% 4.3% 3.0%

VA1 37.6% 23.4% 30.0% 42.6%

Sources: POW, ACBS

However, as the El Nino phenomenon subsides, the performance of thermal power
companies, particularly those operating gas-fired power plants, is expected to
deteriorate due to anincreased purchase of electricity from hydropower companies by
EVN. The generation output of NT1 and NT2 has decreased by 78.4% and 44.7% YoY
in the 1H2024, contributing only 15.3% to POW's total output.

Mid Jul 2024 Forecast % Mid Aug 2024 Forecast
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Sources: NOAA, ACBS

NT3&4 Update

The project is now halfway completed and is on schedule according to the planned
timeline. As of the end of Q2/2024, POW has disbursed nearly VND16,000 bn out of
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the estimated total initial investment of over VND32,400 bn for the NT3&4 project,
and is expected to continue investing approximately VND4,000 bn per quarter in the
near future. Based on the current progress, NT3&4 is anticipated to commence
operationsin Q4/2024 and Q2/2025, respectively. In our forecast model for 2025, we
estimate that NT3&4 will contribute 4.8 bn kWh to POW's total electricity generation,
accounting for 26.5% of the total. However, due to the significant upfront investment
costs of this project, the gross margin of NT3&4 is projected to be only 4.7%, leading
to adecline in POW's overall gross margin.

NT3&4

Unit: bn VND 2025F 2026F
Output: bn kWh 4.8 4.3
Revenue 11,277 10,361
Total Expenses 12,119 11,328

Depreciation 1,624 1,624

Interest Expense 1,279 1,206
EBT -842 -966

2025F Outlook: Increasing revenue, yet Decreasing Profit due to NT3&4 Costs

For 2024, we anticipate POW to produce approximately 13.8 bn kWh of electricity,
representingadrop of 4.5% YoY. Revenue s projected toreach VND26,563 bn, -6.2%
YoY, while NPAT is expected to decline by 25% YoY to VND963 bn. These projections
are based on the expectation of a potential La Nifa event this year, coupled with the
annual rainy season, which typically adversely affects gas-fired power plants.

In 2025, we forecast POW's electricity generation to reach nearly 18.3 bn kWh, driven
by the commencement of operations at NT3&4, representing a +32.6% YoY.
Consequently, revenue is expected to exceed VND37,600 bn, +41.7% YoY. However,
NPAT is projected to decrease by 15.5% YoY to VND813 bn due to increased costs,
particularly interest expenses and depreciation costs associated with the project. The
NT3&4 project, as previously mentioned, is a significant contributor to these cost

pressures.
Unit: bn VND 2024F YoY 2025F YoY
Output: mil kWh 13,788 -4.5% 18,278 32.6%
Revenue 26,536 -6.2% 37,639 41.7%
Gross profit 2,036 -24.7% 2,551 25.3%
Gross margin 7.7% 6.8%
Financial Expense 645 -11.6% 1,601 148.2%
Interest Expense 634 12.2% 1,590 150.8%
Administrative Expense 902 -28.9% 935 3.6%
NPAT 963 -25.0% 813 -15.5%
NPAT's margin 3.6% 2.2%
Valuation

Based onthe FCFF method, we achieve a target price of VND13.700/share for the next
12 months, representing total expected return of 9.6%, rating Neutral.
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APPENDIX

[FINANCIAL MODEL Price: VND 12,500 Target: VND 13,700 v::;:z 29,274
(VND bn except where stated) 2021 2022 2023 2024F 2025F
Total Net Sales 24,561 28,224 28,329 26,563 37,639
Growth -17.4% 14.9% 0.4% -6.2% 41.7%
CoGS 22,021 24,498 25,625 24,526 35,089
EBITDA 5,218 5,668 4,245 3,943 6,048
EBITDA margin 21.2% 20.1% 15.0% 14.8% 16.1%
Depreciation 2,818 2,809 2,809 2,809 4,433
Operating profit 2,460 2,765 1,290 1,028 835
Operating profit margin 10.0% 9.8% 4.6% 3.9% 2.2%
Net interest expense 191 119 112 201 884
as % ofavg net debt 81.6% 15.6% 2.6% 1.2% 4.6%
Interest cover (x) 12.6 24.0 12.8 5.7 1.8
Tax 164 241 235 95 52
Tax rate 7.0% 8.6% 16.3% 9.0% 6.0%
NPATMI 1,799 2,060 1,038 866 687
NPATMI's margin 7.3% 7.3% 3.7% 3.3% 1.8%
Cash earning 4,617 4,869 3,847 3,675 5,120
Number of shares: mil 2,342 2,342 2,342 2,342 2,342
EPS: VND 687 802 378 333 264
Bonus factor (x) 1.0 1.0 1.0 1.0 1.0
Adjusted EPS: VND 687 802 378 333 264
EPS growth -31.3% 16.8% -52.9% -12.0% -20.6%
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KEY CASHFLOW AND BS ITEMS 2021 2022 2023 2024F 2025F
Increase in working capital (661) 2,300 2,137 379 1,566
Capex - - 6,187 16,385 8,000
Change in investment in affiliates (472) 17 30 = =
Other cashflow items 67 (2,883) 1,397 333 2,162
Free cash flow 5,817 (331) (3,110) (12,756) (2,283)
Shareissues - - - - -
Dividends paid 710 199 365 = =
Increase in net debt (5,107) 530 3,475 12,756 2,283
Net debt, end of year 234 764 4,239 16,995 19,279
Shareholders' equity 31,128 33,283 34,120 34,873 35,491
BVPS (VND) 13,292 14,212 14,569 14,891 15,155
Net debt / equity (%) 0.8% 2.3% 12.4% 48.7% 54.3%
Net debt / EBITDA (x) 0.0 0.1 1.0 4.3 32
Total assets 52,980 56,843 70,360 88,094 84,405
KEY RETURN AND VALUATION RATIOS 2021 2022 2023 2024F 2025F
ROE 6.6% 7.7% 3.8% 2.8% 2.3%
ROA 3.9% 4.5% 1.8% 1.1% 1.0%
ROIC 6.1% 6.8% 3.1% 1.7% 2.6%
WACC - 10.3% 10.3% 10.3% 10.3%
EVA 6.1% -3.5% -7.2% -8.5% -7.7%
PER (x) 15.8 17.8 22.8 30.4 36.0
EV/EBITDA (x) 5.7 5.3 7.9 11.7 8.0
EV/FCF (x) 5.1 (90.7) (10.8) (3.6) (21.3)
PBR (x) 0.9 0.9 0.9 0.8 0.8
PSR (x) 1.2 1.0 1.0 1.1 0.8
EV/sales (x) 1.2 1.1 1.2 1.7 1.3
Dividendyield - - - - -
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DISCLAIMER

Our Recommendation System

BUY: prospective 12 month VND total return (including dividends) will be more than 20%.

OUTPERFORM: prospective 12 month VND total return (including dividends) will be 10% to 20%.

NEUTRAL: prospective 12 month VND total return (including dividends) will be -10% to 10%.
UNDERPERFORM: prospective 12 month VND total return (including dividends) will be will be -20% to -10%.
SELL: prospective 12 month VND total return (including dividends) will be lower than -20%.

Analyst Certification(s)

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about
any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly
orindirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be
aware that ACBS may have a conflict of interest from time to time.

ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative
analysis, and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other
types of research products, whether as a result of differing time horizons, methodologies, or otherwise.

Disclaimer

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties
of merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or
sell any financial instrument. Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any
affiliate, nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or
consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss,
even if notified of the possibility of such damages, arising from any use of this report or its contents. Other than disclosures relating to
ACBS, the information contained in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not
represent or warrant that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update its
opinions or the information in this report.

Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared
independently of any other interests, including those of ACBS. This report does not constitute personal investment advice or take into
account the individual financial circumstances or objectives of the investors who receive it. The securities discussed herein may not be
suitable for all investors. ACBS recommends that investors independently evaluate each issuer, securities or instrument discussed herein
and consult any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day
as aresult of changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict
actual results, which may differ substantially from those reflected. Past performance is not necessarily indicative of future results.

This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it
will be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any).

In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor shall dismiss this report
immediately otherwise it will be at his/her own risks.

ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek
advice based on their particular circumstances from an independent tax advisor. This report may contain links to third-party websites. ACBS
is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on
such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report
does not imply any endorsement by ACBS. Access to any third-party website is at the investor’s own risks, and the investor should always
review the terms and privacy policies at third-party websites before submitting any personal information to them. ACBS is not responsible
for such terms and privacy policies and expressly disclaims any liability for them.

© Copyright ACBS (2024).All rights reserved. No part of this report may be reproduced in any manner without the prior written
rmission of ACBS.

ACBS Research Department www.acbs.com.vn 9
Tel: (+84) (8) 7300 7000 Bloomberg: ACBS <GO>



http://www.acbs.com.vn/

