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3Q20 preview: Hydropower recovery 

   Sector Update  
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What’s new? 

 Rainy season = hydropower turnaround.  

 PC1 is exposed to this recovery given its 

new hydropower capacity. 

 Thermal power in 3Q20 likely to be weak 

given hydropower mobilization amidst 

weaker overall demand due to COVID-19.  

 POW likely struggled in 3Q20.  

 NT2 is carrying out medium maintenance 

during late 3Q20-early 4Q20. 

 

Our view 

 Hydropower is recovering from the low base of 

2019. The El Nino-driven drought extended to 

1H20, suggesting decent growth in 1H21.  

 PC1 is most exposed to this hydropower 

recovery. The company has added 48.2% to its 

hydropower capacity this year. 

 POW and NT2 may post weak 3Q20 results, but 

they should recover in 2021 given the low base 

and stabilized gas input supply.    

 

Rainy season is driving a turnaround for hydropower. Hydropower is recovering 

in 2020 from the low base of 2019, when Vietnam was stricken with an extensive 

drought due to El Nino. By contrast, thermal power in 3Q20 is likely to be weak 

because of hydropower’s increased share while overall electricity demand was 

hit by the secondary COVID-19 outbreak, which drove down the competitive 

generation market price of thermal power. 

PC1 is the key beneficiary of the hydropower recovery after launching the 30MW 

Mong An Hydropower plant in 1Q20, as well as hydro plants Bao Lac B (18MW), 

and Song Nhiem 4 (6MW) in July. Thus, PC1’s installed capacity increased by 

48.2% to reach 169MW, which should boost 3Q20 earnings. In addition, PC1 will 

hand over the remaining 40% of its Thanh Xuan apartment project, which has 

already generated VND 541bn revenue in 6M2020 (+404% YoY) contributed 21% 

the 6M2020 revenue. PC1’s share price has recovered by 40.3% since our last 

update. 

POW likely struggled in 3Q20 with both input and output. Thermal power output 

in July and August was low due to reduced demand amid the COVID-19 

resurgence, while input supply issues likely persisted. We expect 3Q2020 

revenue to fall by -12% YoY to reach VND6,352bn, driven by a decline in output 

volume of 13% YoY due to mostly to NT1 (low mobility) and NT2 (medium 

maintenance). POW is up 4.4% since our last update but upcoming results are 

not likely to drive the stock up. 

NT2 carried out medium maintenance in late Sep-early Oct. Thus, output 

volume may fall by 31% YoY to 783mn kWh revenue may fall by 25% YoY to VND 

1,213bn. NT2 has increased by 17.1% since our last update 

PC1 remains our top pick in the sector.  PC1 plans to add 144 MWp of wind 

power into its power portfolio in 2021, entitling it to the favorable FIT of 

UScents 8.5/kWh. We believe that operations at POW and NT2 will recover in 

2021. However, their share prices may be negatively impacted by the weak 

3Q20 results; this implies a potential superior entry opportunity in late 

October, after the results have been released.  
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POW VN 10,550    13,137    25% 2.8% 27%

NT2 VN 23,600    25,181    7% 8.5% 15%

PC1 VN 22,700    24,092    6% 0.0% 7%
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Ratings Definitions 

BUY: We have a positive outlook on the stock based on our expected absolute or relative return over the investment period. Our 

thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.  We 

recommend investors add to their position. 

HOLD-Outperform: In our view, the stock’s fundamentals are relatively more attractive than peers at the current price. Our thesis is 

based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.  

HOLD-Underperform: In our view, the stock’s fundamentals are relatively less attractive than peers at the current price.  Our thesis 

is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.  

SELL: We have a negative outlook on the stock based on our expected absolute or relative return over the investment period. Our 

thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.  We 

recommend investors reduce their position. 

Under Review: We actively follow the company, although our estimates, rating and target price are under review. 

Restricted: The rating and target price have been suspended temporarily to comply with applicable regulations and/or Yuanta policies. 

 

Note: Yuanta research coverage with a Target Price is based on an investment period of 12 months.  Greater China Discovery Series 

coverage does not have a formal 12 month Target Price and the recommendation is based on an investment period specified by the 

analyst in the report. 

 

Global Disclaimer 
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securities. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change 

without notice.  

 

This report provides general information only. Neither the information nor any opinion expressed herein constitutes an offer or 

invitation to make an offer to buy or sell securities or other investments. This material is prepared for general circulation to clients 

and is not intended to provide tailored investment advice and does not take into account the individual financial situation and 

objectives of any specific person who may receive this report. Investors should seek financial advice regarding the appropriateness 

of investing in any securities, investments or investment strategies discussed or recommended in this report. The information 

contained in this report has been compiled from sources believed to be reliable but no representation or warranty, express or implied, 

is made as to its accuracy, completeness or correctness. This report is not (and should not be construed as) a solicitation to act as 

securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on such business in 

that jurisdiction.  

 

Yuanta research is distributed in the United States only to Major U.S. Institutional Investors (as defined in Rule 15a-6 under the 

Securities Exchange Act of 1934, as amended and SEC staff interpretations thereof).  All transactions by a US person in the securities 

mentioned in this report must be effected through a registered broker-dealer under Section 15 of the Securities Exchange Act of 

1934, as amended. Yuanta research is distributed in Taiwan by Yuanta Securities Investment Consulting. Yuanta research is 

distributed in Hong Kong by Yuanta Securities (Hong Kong) Co. Limited, which is licensed in Hong Kong by the Securities and Futures 

Commission for regulated activities, including Type 4 regulated activity (advising on securities). In Hong Kong, this research report 

may not be redistributed, retransmitted or disclosed, in whole or in part or and any form or manner, without the express written 

consent of Yuanta Securities (Hong Kong) Co. Limited.  
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