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Rising pressures

- 4Q24 GPM of Drilling plummeted owing to weaker day rates.
- Abnormal income and FX gain pushed 4Q24 NPAT-MI.
- Challenges for day rates as for rig over-supply in 2025F.

Facts: weaker gross margin sourced from Drilling segment

PVD’s 4Q24 revenue grew by 60% yoy (VND2,789bn, 112% of KIS forecast),
but gross profit (GP) plummeted 10% yoy to VND359bn (71% of KIS forecast).
Gross margin (GPM) also plunged to a 2-year bottom, at 12.9%. Specifically:

(1) Drilling: 4Q24 revenue failed our expectation, sit at VND1,290bn (+6.5%
yoy, 82% of KIS forecast). GPM also hit a record low of 13.5%, with GP
sit at a 2-year low at VND174bn (-43% qoq, -46% yoy), that drove whole
company GP down. We believe this could be sourced from the shrinkage
of owned rigs’ day rates under unfavorable market.

(2) Drill-related services: revenue from this segment pegged high at
VND931bn (+84% yoy, 135% of KIS forecast). GPM was stable at 20.1%
(-1.1%p qog, +5.9%p yoy) that is in-line with our expectation of 21%.
Thus, GP surged to VND187bn (+54% qoq, +161% yoy) and partly
compensated the poor performance of Drilling.

(3) Trading: revenue from Trading was at an all-time high of VND568bn, but
its GPM turned negative at -0.4% (vs 3Q24: 8.9%, 4Q23: 12.5%)

Despite unfavorable GPM, 4Q24 PBT still rose by 16.5% yoy thanks to (a) less
financial expense pressure when the PVD recorded a gain in FX of VND6.2bn
instead of loss and (b) a one-off other earning of VND61.8bn in 4Q24.

Implied tax rate saw strong improvement to 9.4% (vs 3Q24: 27.9%, 4Q23:
11.9%), which we think thanks to (c) lower taxable income as FX loss turned to
FX gain and a loss carried-forward of VND30bn could have been utilized and (d)
PVD usually records a high deferred tax in the fourth quarter. 4Q24 NPAT-MI sit
at VND216bn (+11% yoy, 118% of our forecast).

Overall, 2024 revenue grew by 60% yoy to VND9.29tn, NPAT-MI rose by 19%
yoy to VNDG696bn, respectively fulfilling 104% and 106% of our forecast.

Pros & cons: day rates are in difficulties

The fact that GPM of Drilling shrank in 4Q24 seems to be contradict with our
previous view on 2025F Oil & Gas Outlook that PVD’s day rate could be resilient
despite an over-supply of jack-up rig in Southeast Asia (SEA). Per SP Global's
analysis on Oct-24, SEA jack-up marketed surplus was expected to peg high
until Aug-25F. Thus, this could potentially impact our forecast for PVD for 2025F.
In late-2024, PVD has successfully obtained a deal on purchasing a used jack-
up rig. The new rig will be under reactivation and will start its first drilling job in
Vietnam in 4Q25F. We think this rig could register a favorable day rate when
marketed surplus cooled down.

Action: BUY with the TP of VND28,600

We maintain BUY rating (TP: VND28,600; +22% upside) for PVD stock. The
major downside risks involve (1) further delays of Block B project; and (2) high
marketed surplus in SEA could put pressures on PVD’s day rates
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Table 1. Quarterly earning snapshot (VND bn, %, %p)

4Q23 1Q24 2Q24 3Q24 4Q24 QoQ YoY
Sales 1,747 1,756 2,254 2,438 2,789 14.4 59.6
oP 230 227 217 257 206 (19.9) (10.5)
OP margin 13.2 12.9 9.6 10.6 7.4 (3.2 (5.8)
PBT 220 215 206 249 257 2.9 16.5
NPAT-MI 195 158 136 182 216 19.0 10.8

Source: Company data, KIS Research
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Figure 3. FX loss turned to FX gain released pressures

on earning and reduced taxable income Figure 4. Other income bhoosted 4Q24 earning
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Figure 5. Implied tax rate improved

Figure 6. NPAT-MI grew by 11% yoy in 4Q24
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Figure 7. PVD drilling schedule 2024-25F
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H Company overview

PV Drilling (PVD), a subsidiary of PetroVietnam (PVN), is a leading firm in offshore drilling and well services in

Vietnam and Southeast Asia. PVD owns a fleet of 7 drilling rigs, including 5 jack-up rigs, 1 TAD rig and 1 land rig,

that are currently operating abroad. PVD is expected to play essential roles in the Block B natural gas project with

its drilling and well services competencies.
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m  Guide to KIS Vietnam Securities Corp. stock ratings based on 12-month forward performance
* BUY: Expected total return will be 15% or more
* Hold: Expected total return will be between -5% and 15%
* Sell: Expected total return will be -5% or less
* KIS Vietnam Securities Corp. does not offer target prices for stocks with Hold or Sell ratings.

m  Guide to KIS Vietnam Securities Corp. sector ratings for the next 12 months
* Overweight: Recommend increasing the sector’s weighting in the portfolio compared to its respective weighting in the VNIndex based on market capitalization.
* Neutral: Recommend maintaining the sector’s weighting in the portfolio in line with its respective weighting in the VNIndex based on market capitalization.
* Underweight: Recommend reducing the sector’s weighting in the portfolio compared to its respective weighting in the VNIndex based on market capitalization.
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KIS Vietnam Securities Corp. or its affiliates has not received compensation for investment banking services from the companies mentioned in this report in the past
12 months; KIS Vietnam Securities Corp. or its affiliates does not expect to receive or intend to seek compensation for investment banking services from the
companies mentioned in this report in the next 3 months.
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was published.
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Global Disclaimer

mnGeneral

This research report and marketing materials for Vietnamese securities are originally prepared and issued by the Research Center of KIS
Vietnam Securities Corp., an organization licensed with the State Securities Commission of Vietnam. The analyst(s) who participated in
preparing and issuing this research report and marketing materials is/are licensed and regulated by the State Securities Commission of Vietnam
in Vietnam only. This report and marketing materials are copyrighted and may not be copied, redistributed, forwarded or altered in any way
without the consent of KIS Vietnam Securities Corp..

This research report and marketing materials are for information purposes only. They are not and should not be construed as an offer or
solicitation of an offer to purchase or sell any securities or other financial instruments or to participate in any trading strategy. This research
report and marketing materials do not provide individually tailored investment advice. This research report and marketing materials do not take
into account individual investor circumstances, objectives or needs, and are not intended as recommendations of particular securities, financial
instruments or strategies to any particular investor. The securities and other financial instruments discussed in this research report and marketing
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differ or be contrary to opinions expressed by other business areas or KIS Vietnam Securities Corp. The final investment decision is based on
the client’s judgment, and this research report and marketing materials cannot be used as evidence in any legal dispute related to investment
decisions.

= Country-specific disclaimer
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Co., Ltd. or its affiliates. Pursuant to Rule 15a-6(a)(3), any U.S. recipient of this document wishing to effect a transaction in any securities
discussed herein should contact and place orders with Korea Investment & Securities America, Inc., which accepts responsibility for the
contents of this report in the U.S. The securities described in this report may not have been registered under the U.S. Securities Act of 1933,
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the registration requirement.
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Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) of the United Kingdom (the "Financial Promotion Order"); (i)
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and (i) any other persons to whom this report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons
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correspondence with Hong Kong investors involving securities discussed in this report and marketing materials must be effected through KISA,
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Securities Co., Ltd. has provided this report and such person may not send, forward or transmit in any way this report or any copy of this report
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