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PetroVietnam Power Nhon Trach 2 JSC

Bloomberg Code (NT2VN) | Reuters Code (NT2.HM)

Power output is expected to continue recover

Update recommendation HOLD, target price 30,900 VND

Update Report Nhon Trach 2 Petroleum Power JSC (HOSE: NT2) is one of the largest capacity gas-fired thermal power
Target price (12months) VND 30'900 companies listed on the stock exchange. Based on the FCFF and PE methods, we update the target price of
Curtent price 10022 VND 28,100 NT2 at VND 30,900 equivalent to an expected return of 10%. In 2023, we evaluate NT2 as an investment that
can continue to be held in the portfolio because: (1) Output could continue to improve as the mobilization
Upside/downside (%) 10% rate from hydropower declines; (2) Healthy finances, low amount of debt, and high potential cash dividends.
Business results in 2022 beat expectations
\Ii/'\é"r\‘nzﬁ(et 23 1’052 In 2022, Nhon Trach 2 Petroleum Power JSC recorded a revenue of VND 8,786 billion (+43% YoY) and VND
Market Cap(bn VND) 8089 729 billion in NPAT (+37% YoY). The main growth driver comes from a strong recovery in volume with 4,040
Outstanding shares (mn) 288 million kWh (+26% YoY). Besides, the average selling price also increased by 13% YoY, helping the gross profit
Free-Foating (mn) 23 margin to expand from 11% in 2021 to 13% in 2022.
52-Wk High/Low (VND) 32,600/20,000 Notably, the net profit of NT2 plummeted by 95% YoY to VND 6 billion (-95% YoY) in Q4/2022 due to low Qc
90-day avg, tracing volume (mn) 095 output in the circumstance of high input costs. In addition, general & admin expenses in 2022 soared by 297%
ﬁ;ﬁi{:ﬁﬁgnwm p 612 YoY to VND 330 billion, because NT2 had to make provision for bad debts of VND 240 billion related to power
bill receivables of Electricity Power Trading Company under contract 07/2012/HD-NMD-NT2 signed in 2012
Major shareholders POW 5937 and supplemental contracts.
(%) Others 4063
M M M Outlook for 2023
Performance We forecast the volume of NT2 to increase by 7% YoY with the catalyst coming from the expected growth of
:lejlsa(t)ilvu;ig}\?N-In dex() ':’;2 2?? 21;2 power demand at 6% and the mobilization rate from the hydropower group will decrease when the favorable

weather (La Nina) of this group passes away. In addition, NT2 is expected to overhaul the power plant during
the low season (September, October), we believe that the annual output will not be strongly affected.

In terms of the selling price, we expect the average selling price of NT2 to decrease slightly by -6% YoY since
the natural gas input price has dropped 17% from the peak set in April as global commodity prices have
cooled down. Based on the above assumptions, we forecast the revenue and net profit of NT2 to reach VND
8,801 (+0.2% YoY) and VND 844 (+15.8% YoY), respectively.

Healthy financial status and abundant cash flow with low debt are two of the biggest advantage of NT2
expected to continue to be maintained in 2023. Besides, as a subsidiaries company of PetroVietnam Power
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A Vietnam(HoSE: POW), we believe that NT2 will pay a significant cash dividend to support the parent company
to implement NT3 & NT4.

s \IN INdeX e NT2 VN EQUITY
Year to Dec. 2021 2022 2023F 2024F 2025F
Source: Bloomberg Revenue (bn VND) 6,150 8,786 8,801 9,065 9,198
OP(bnVND) 559 779 889 814 916
NP (bn VND) 534 729 844 768 864
EPS (VND) 1,778 2,457 2932 2,668 3,003
BPS(VND) 14,707 14,631 15417 15,770 15437
Openaccount [ Analyst ] OPM % % 10% % 10%
[W]NiE[E] NhueNguyen NPM 9% 8% 10% 8% 9%
W T ROE 15% 13% 16% 19% 17%
<. 8 (8428)62997751 PER(X) 114 9.6 82 105 94
5 nhutng@shinhan.com PBR(X) 1.9 19 1.9 19 18
EV/EBITDA (x) 5.1 5.2 6.0 6.7 7.1

Source: Company data, Shinhan Securities Vietnam
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Shinhan Securities Vietnam Co., Ltd. does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm
may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment
decision. Analysts employed by Shinhan Securities Vietnam Co., Ltd., or a non-US affiliate thereof, are not registered/qualified as research analysts with FINRA, may not
be associated persons of the member and may not be subject to FINRA restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account. For analyst certification and important disclosures, refer to the Compliance & Disclosure Notice at the end of this report.
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PetroVietnam Power Nhon Trach 2 JSC (NT2)

Valuation and Recommendation

February 13%, 2022

We use P/E and Discounted Cash Flow (DCF) valuation methods to value NT2 with 50%-50% weighted. We

update our HOLD recommendation with a target price of VND 30,900 equivalent to a return of 10%.

Weighted Average Cost of Capital (WACC)

WACC (%) 120
Risk-free rate (%) 50
Equity risk premium (%) 7.8
Beta 0.94
Debt cost (%) 70
The cost of equity(%) 123
Debt-to-equity ratio 0.07
Total debt (VND billion) 631
Source: Company data, Shinhan Securities Vietnam

FCF valuation

Unit: billion VND 2023F 2024F 2025F  2026F  2027F
Net profit 844 768 864 920 829
Plus: After-tax interest expense 15 15 15 15 15
Plus: Depreciation & Amortization 717 746 646 274 306
Minus: Change in working capital 272 261 1 24 23
Minus: CapEx 150 175 175 175 175
Free Cash Flow (FCF) 1,697 1,092 1,339 1,057 998
Discount rate 0.89 0.80 0.71 0.64 0.57
PV of FCF 1,516 871 954 673 567
Growth rate 0%

Present value of long-term value 4,740

Enterprise value 9,321

Debt 631

Cash and cash equivalents 384

Number of shares outstanding (billion) 0.29

Target price (VND) 31,524

Source: Company data, Shinhan Securities Vietnam
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Based on the P/E method, we collect data from businesses in the power industry in Asia. The mean P/E
of companies in the power sectors in the statistics (excluding NT2) is 10.3x. Combining NT2's forward
EPS growth forecast at VND 2,932 we expect a 12-month price target of NT2 at VND30,200.

Compare companies in the industry

Market cap Grwoth
Tickers PE (million USD) EPS (%) ROA (%) ROE (%)

NT2 VN Equity 114 3432 382 105 163
POW VN Equity 14.8 1,192.3 6.9 35 6.4
PGV VM Equity 9.2 908.0 (25.7) 35 137
SPCG TB Equity 6.9 4554 (84) 94 133
SUPER TB Equity 17.0 504.4 845 12 5.1
SSP TB Equity 8.1 3622 283 6.0 209
579 HK Equity 5.6 2,195.1 2.8 35 10.0
Mean (Exclude NT2) 103

EPS forward 2,932

Target price 30,200

Source: Company data, Shinhan Securities Vietnam
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PER of NT2
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PetroVietnam Power Nhon Trach 2 JSC (NT2)

PER band chart of NT2
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Key events of NT2
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Paid off the loan, power
demand recovers after
the epidemic

Impact of El Nino \
phenomenon, Profit

skyrocketed over .
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Source: Bloomberg, Company data, Shinhan Securities Vietnam
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Statement of financial position

[Vietnam / Utilities]
PetroVietnam Power Nhon Trach 2 JSC (NT2)

Appendix: Financial statements

Statement of comprehensive income

February 13%,2022

Yearto Dec. (bn VND) 2021 2022 202F 2024F 2025F Year to Dec.(bnVND) 2021 202 2023F 2024F 2025F
Total assets 6624 7,285 7409 7,298 7,286 Revenue 6,150 8786 8801 9,065 9,198
Current assefs 251 4% 5088 529 5988 Growth (%) & 29 02 30 15
Cash & equivalents 1 B4 80 %9 g2 COGS (BAT4) (768 (89 (1) B18)
Shortterm financial asset 0 %9 1320 1,360 180  Grossprofit 676 14101 92 930 1016
Accounts receivable 2600 276 2485 2805 2845 GPM (%) 110 125 109 103 10
Inventories 311 w7 403 415 4 SGEA 83 (330) (108) (153) (1%)
Non-current assets 4043 2929 2340 1770 1208  Operatingprofit 53 m 83 m 81
Netfived assets 5 2mr 22 1860 1179 Growth (%) (163 %4 141 64 126
Investment assets 0 0 0 0 0 OPM (%) 96 88 o7 86 o4
Other longterm assets 546 120 120 120 120  Non-operating profit @) 7 % kY %
Total liabilities 230 286 285 280 3001 Financialincome 18 4 % % Lo
Current liabilties 230 286 285 280 3001 Financial expense 62 (18) (18) (18) (18)
Accounts payable 2170 2185 239 2430 2466 In which: interest expenses @) (19 (19 (19 (19
Shortterm borrowings 210 61 515 42 55 Net other non-operating profi ! 0 0 0 0
Others 11 10 11 11 1 Pre-tax profit 566 m 889 814 916
Non-current liabilites 0 0 0 0 0 Incometax (2 (0 ) ) (&
Long-term borrowings 0 0 0 0 0 Netprofit 34 [ &4 768 864
Other finandial liabilties 0 0 0 0 0 Growth (%) o e
. NPM (%) 87 83 96 85 94
Total sharehokders' equity e m e e Controling nterest 534 ™ o 768 864
Capital stock 2879 2879 2879 2879 28719 Non-controllin: g interest 0 0 0 0 0
Capital Sul rpI us 0 0 0 0 0 EBIT 586 794 904 829 032
Other capital 160 182 160 160 160 Growth (%) (164) 55 138 (82 123
Retained eamings 1,196 1,400 1523 1428 1,285 EBIT Margin (%) 95 90 103 92 101
NOn{OntrOlling interest eqUity 0 0 0 0 0 EBITDA 1,276 1,482 1,621 1575 1,578
*Total debt 210 631 515 429 525 Growth (%) 84) 162 93 (28) 02
*Net debt (cash) 29 (703 (1665  (1879)  (2197) EBITDA margin (%) 207 169 184 174 172
Statement of cash flow Key ratios
Year to Dec. (bn VND) 22 N2 ABF A4 a5 YeartoDec 221 N2 ABF XU 0%F
Cash flow from operations 1074 1383 4780 118 142 EPS(VND) e 240 2% 268 300
Net profit o 5 o e % BPS(VND) 14,706 15492 15845 15512 15015
PER(X) 148 14 96 82 77
éiﬁ;é%:?svestin activities ?10 62818 75137 7;4? 6446 PBRKY 19 19 19 19 19
Changein working cgapital (35(; (8(55; (272) (2(61; g1; EV/E BITDAK) . 5 49 41 42 40
Others ) o _ 0 D!v!dend payout ratio (%) 20 165 20 250 300
Dividend yield (%) 81 59 Al 89 107
Cash flow from investments 9 (946) (468) (160) (581) Profitability
Change in fixed assets @ " e (2 (o EBITDAmargi (%) 207 169 11 174 12
Changein investment assets (©49) @7) @0) (480) OPM (%) 9% a8 84 86 94
Others “ 4 - : : NPM (%) 87 83 83 85 94
Cash flow from financing (1,143) (54 836) (949) o12) ROA (%) 81 100 100 107 121
Change in equity - - - - - ROE(%) 126 164 165 176 205
Net borrowing (523) 4 (116) 86) o6  Stability
Dividends 62) 62) ) 64) (1008) Debtto equ‘fty ratio (%) 50 1441 16 29 125
Net debt ratio (%) 163 @y 80) (122 (122
Change in total cash (61) 383 476 89 67 Cash ratio (%) 01 472 ni 766 870
Beginning cash & 1 384 80 o9 Interest coverage ratio (x) 288 517 515 540 606
Changein FXrates . - . - - Activity (%)
Ending cash 1 384 860 o9 882 Working capital turnover (times) 86 97 103 95 94
Source: Company data, Shinhan Securities Vietnam Inventoryturnover (days) 175 49 21 199 196
Receivable turnover (days) 33 36 34 34 33
Source: Company data, Shinhan Securities Vietnam
6 | € Shinhan Securities
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PetroVietnam Power Nhon Trach 2 JSC (NT2 VN)
Share price Date Rating ™ TP gap (%)
(VND)| TB| Max/Min
0% 1 11/11/2022 (Initiation) BUY| 32950 384 6.1/68.1
100% - 13/02/2023(Updated HOLD| 30900| 194! 05365

\ report)
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Note: Calculation of target price gap based on past 12 months

Shinhan Securities Vietnam

¢ BUY: Expected 12-month gain of 15% or more ¢ OVERWEIGHT: Based on market cap, largest share of sector stocks under coverage

¢ HOLD: Expected 12-month loss of 15% to gain of 15% is rated BUY

¢ SELL: Expected 12-month loss of 15% or more ¢ NEUTRAL: Based on market cap, largest share of sector stocks under coverage is
rated HOLD

¢ UNDERWEIGHT: Based on market cap, largest share of sector stocks under
coverageis rated SELL

7 | € Shinhan Securities
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Compliance & Disclosure Notice

Analyst Certification

* The following analysts hereby certify that their views about the companies and securities discussed in this report are accurately expressed and that they have
not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Nhut Nguyen

Important Disclosures & Disclaimers

* As of the date of publication, Shinhan Securities Vietham Co., Ltd. does not beneficially own 1% or more of any class of common equity securities of the
following companies mentioned in this report: NT2 VN

¢ Shinhan Securities Vietnam Co., Ltd. or one of its affiliates, and/or their respective officers, directors, or employees may have interests, or long or short
positions, and may at any time make purchases or sales as a principal or agent of the securities of the companies mentioned in this report.

* As of the date of publication, research analysts responsible for this report and members of their households do not have any financial interest in the debt or
equity securities of the companies mentioned in this report.

¢ Research analysts responsible for this report receive compensation based upon, among other factors, the overall profitability of Shinhan Securities Vietnam
Co,, Ltd. including profits derived from investment banking. The analysts responsible for this report may also receive compensation based upon, among other
factors, the overall profitability of sales and trading businesses relating to the class of securities or financial instruments for which such analysts are responsible.

¢ All opinions and estimates regarding the companies and their securities are accurate representations of the research analysts' judgments and may differ from
actual results.
* This report is intended to provide information to assist investment decisions only, and should not be used or construed as an offer or a solicitation of an offer
to buy or sell any securities. The information herein has been obtained from sources deemed reliable, but such information has not been independently
verified and no guarantee, representation, or warranty, expressed or implied, is made as to its accuracy, completeness, or correctness. Shinhan Securities
Vietnam Co., Ltd. makes the best effort but does not guarantee the accuracy, completeness, or correctness of information and opinions translated into English
from original Vietnamese language materials. Shinhan Securities Vietnam Co., Ltd. accepts no liability whatsoever for any direct, indirect, and/or consequential
loss arising from any use of this material or its contents. Stock selection and final investment decisions should be made at the investor's own and sole
discretion.
This report is distributed to our customers only, and any unauthorized use, duplication, or redistribution of this report is strictly prohibited.
Investing in any Vietnamese securities or related financial instruments discussed in this research report may present certain risks. The securities of Vietnamese
issuers may not be registered with, or be subject to the regulations of, the US Securities and Exchange Commission. Information on Vietnamese securities or
related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements
comparable to those in effect within the US. The value of any investment or income from any securities or related financial instruments discussed in this
research report denominated in currencies other than the Vietnamese won is subject to exchange rate fluctuations that may have a positive or adverse effect
on the value of or income from such securities or related financial instruments.

* o

Distribution

¢ United States: This report is distributed in the US by Shinhan Investment America, Inc., a member of FINRA/SIPC, and is only intended for major US institutional
investors as defined in Rule 15a-6(a)(2) of the US Securities Exchange Act of 1934. All US persons that receive this document by their acceptance thereof
represent and warrant that they are major US institutional investors and have not received this report under any express or implied understanding that they
will direct commission income to Shinhan Securities Vietnam Co., Ltd. or its affiliates. Pursuant to Rule 15a-6(a)(3), any US recipient of this document wishing
to effect a transaction in any securities discussed herein should contact and place orders with Shinhan Investment America, Inc., which accepts responsibility
for the contents of this report in the US. The securities described herein may not have been registered under the US Securities Act of 1933, as amended, and,
in such case, may not be offered or sold in the US or to US persons unless they have been registered or are in compliance with an exemption from registration
requirements.

¢ All Other Jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Shinhan
Securities Vietnam Co., Ltd. or its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and
not subject Shinhan Securities Vietnam Co,, Ltd. and its affiliates to any registration or licensing requirement within such jurisdiction.
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Tel : (1-212) 397-4000

Fax:(1-212) 397-0032

Hong Kong

Shinhan Investment Asia Ltd.
Unit 7705 A, Level 77
International Commerce Centre
1 Austin Road West

Kowloon, Hong Kong

Tel : (852) 3713-5333

Fax:(852) 3713-5300

Indonesia

PT Shinhan Sekuritas Indonesia

30th Floor, IFC 2, ]I. Jend. Sudirman Kav.
22-23, Jakarta, Indonesia

Tel : (62-21) 5140-1133

Fax:(62-21) 5140-1599

@ E DS EE & & www.shinhaninvest.com

Shanghai
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