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FPT Corporation JSC (HSX:FPT)

Revamped Business Structure

Particulars (VND B) Q3-FY17 Q2-FY17 +/- QoQ Q3-FY16 +/-YoY

Net revenue 10,831 9,947 9% 9,755 1%
PAT 583 512 14% 468 25%
EBIT 835 795 5% 793 5%
EBIT margin 7.7% 8.0% -28bps 8.1% -42bps

Source: FPT, RongViet Research
9M 2017 performance: News on the divestments held the spotlight

e Core businesses achieved steady growth. FPT Technology’s revenue and NPAT went up
by 7% and 16%, respectively, while FPT Telecom'’s revenue and NPAT went up by 14% and
10% YoY, respectively.

e Thirty percent of FPT Retail was sold to funds under the management of Dragon Capital
and VinaCapital, followed by the upcoming sales of 10% to retail investors, IPO and listing
plans.

e Divestment of 52% of FPT Trading is under negotiation, scheduled to complete in late
2017.

Q4 2017 potential: The divestments are expected to strengthen FPT’s financials

As the divestments from FPT Retail and FPT Trading are going to conclude by the end of 2017,
FPT is able to record a one-off profit in 2017 and to stop consolidating the two companies’
business results. We estimate that the two divestment deals are generating nearly VND1,000
billion financial income for FPT. More importantly, there will be significant changes in FPT's
2017 consolidated financial statements.

In terms of financials, we expect a great amount of cash to improve FPT's working capital as
well as financial structure while in terms of operation, it is an opportunity for FPT to
concentrate on its traditional businesses. Without Retail and Trading, despite a drop in the
consolidated revenue, FPT can raise its net profit margin to a two-digit figure as well as get rid
of most inventory, receivables and short-term obligations tied up due to merchandising
activities. Additionally, a change in the ownership structure is expected to direct FPT Retail and
FPT Trading to more suitable business strategies in order to achieve profitability and stability.

Valuation and recommendation: We remain optimistic on the stable growth achieved by
FPT’s two core businesses, Technology and Telecom, which was discussed in our previous FPT
Company Report. The divestments can be a strong catalyst for FPT share price in the short term as
the deals are successfully concluding as expected. In the long term, regarding FPT valuation, the
company’s FCFF analysis shows a remarkable stability in cash generation and P/E ratio for 2018
can be revised owing to the higher contribution of Telecom and Technology, which have P/Es that
are higher than those of the divested businesses.

We evaluate FPT price at VND62,900/shareand anticipate a cash dividend of VND2,000 per share
in the following 12 months, which results in a 12.9% total return from the closing price on 28"
November 2017 and we rate NEUTRAL on the stock as FPT has rallied since SCIC's divestment
event. This target price is higher than that in our Company Report published in May 2017 because
of animproved cash flow forecast as a result of FPT’s successful divestments from FPT Trading and
FPT Retail.
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Exhibit 1: Q3 2017 results

Particulars (VND B) Q3-FY17 Q2-FY17 +/-(QoQ) Q3-FY16 +/- (YoY) 3Q-FY17 +/-(YoY)
Net revenue 10,831 9,947 8.9% 9,755 11.0% 30,196 11%
Gross profit 2,416 2,432 -0.6% 2,217 9.0% 6,923 19%
SG&A (68) (192) -64.7% (26) 157.8% (223) 22%
Operating income 2,484 2,624 -5.3% 2,243 10.7% 7,146 16%
EBITDA 1,088 1,045 4.1% 1,051 3.5% 3,028 12%
EBIT 835 795 5.1% 793 5.3% 2,284 12%
Financial expenses 139 189 -26.6% 192 -27.8% 528 -2%
- Interest Expenses 85 100 -15.0% 104 -18.4% 298 8%
Dep. and amortization 253 250 1.1% 258 -2.0% 743 10%
Non-recurring items (*)
Extraordinary items (¥)
PBT 882 783 12.5% 754 16.9% 2,308 13%
PAT 583 512 13.9% 468 24.5% 1,507 15%
(*) Adjusted PAT 583 512 13.9% 468 24.5% 1,507
Source: FPT, RongViet Research
Exhibit 2: Q3 2017 performance analysis
Particulars Q3-FY17 Q2-FY17 +/- (QoQ) Q3-FY16 +/- (YoY)
Profitability ratios (%)
Gross margin 22.3% 24.4% -214bps 22.7% -42bps
EBITDA margin 10.0% 10.5% -46bps 10.8% -73bps
EBIT margin 7.7% 8.0% -28bps 8.1% -42bps
Net margin 5.4% 5.1% 23bps 4.8% 58bps
Adjusted net margin 5.4% 5.1% 23bps 4.8% 58bps
Turnover *(x)
-Inventories 8 7 1.2 7 1.3
-Receivables 6.1 6.3 -0.1 7.0 -0.9
-Payables 5 5 -0.1 5 -0.3
Leverage (%)
Total debt/ equity 121.0% 121.3% -32bps 130.9% -988bps
Source: FPT, (*) Annualized turnover
Exhibit 3: Q4 2017 performance forecast
Particulars (VND B) Q42017 +/- QoQ +/-YoY
Revenue 16,054 70% 72%
Gross profit 4,204 103% 133%
EBIT 2,379 264% 218%
NPAT 1,381 234% 202%
Source: FPT, RongViet Research; Trading & Retail’s results consolidated.
Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 2
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Updates

In addition to the previously mentioned one-off income boosting FPT’s income statement, the company’s balance sheet and cash
flow statements are going to better off. Regarding the income statement, FPT is likely to see an improvement in net profit margin without
consolidating Trading and Retail’ flat net margins while still receiving 47% of their bottom lines attributable to the parent company. In terms
of financial positions, having a non-controlling interest at Retail and Trading, FPT is likely to see its inventory and receivables substantially
decrease, putting less pressure on its working capital. As a result, short-term borrowing will be strongly reduced, which is likely to incur lower
interest expense for the company. While FPT's cash and equivalents are unlikely to decline as a result of the divestment, the cash holdings
might even be higher owing to an estimated lump sum of VND1,896 billion proceeds from sales, meaning higher interest income for the
firm. RongViet Research forecasts that a higher amount of liquid assets and a lower level of debts are going to bring about larger net financial
incomes for FPT from 2018. In terms of FPT's cash flow statement, all remaining businesses including Technology, Telecom and Education
have been generating stable cash flow, unlike the divested segments, which feature intensive working capital.

FPT share price valuation can also be different after the divestments, as the profit structure has been changed. As a result of the
divestments, Technology and Telecom will be able to increase their contribution into FPT's net income from 65% (2017) to 74% (2018).
Regarding P/E valuation, we observe that regional companies in the technology and telecom industries have higher P/E ratios than the
trading and retail businesses, as shown in Table 1. Therefore, we use an estimated 15.7x P/E for FPT, higher than that in our previous FPT
Company Report (11.5x). Using the higher P/E in evaluating FPT share price, we expect the market to rerate FPT in 2018 owing to its
revamped business structure and strengthened financial resources.

FPT Technology has entered a new segment, Automotive, which focuses on autonomous driving, telematics, human machine interface,
model base design and cloud connected functions. There has been a trend of automotive technology, which offers a broad market and
substantial potentials as FPT expects the market for this segment to have a CAGR of at least 25% over the next 5 years. However, in the short-
term, the automotive segment will incur a great amount of R&D cost, affecting Technology’s profit margins in the next few years.

FPT might not be able to raise its ownership at FPT Telecom (UpCOM:FOX) soon because SCIC plans to hold its shares at FOX until 2020.
This is similar to our expectation mentioned in the previous FPT Company Report. Therefore, even though FPT’s cash is sufficient for the
parent company to purchase FOX shares, the catalyst on FPT’s increasing holding at its telecom subsidiary might be delayed until SCIC is
willing to divest.

FPT Retail (FPTSHOP) has plans for a rights issuance to current shareholders prior to an IPO by the end of 2017. Additionally, FPT
Retail has also passed a resolution to list the shares on HSX and the listing event might occur in Q2 2018.

Appendix:
Table 1: FPT’s P/E
Contrlbu.tlon to 2018 Segment's P/E 2018 weighted
netincome average P/E
IT 47.4% 16.98 8.04
Telecom 26.9% 20.19 543
Trading & Retail 15.5% 9.28 1.44
Education 10.3% 8.00 0.82
Total 100.0% 15.73

Source: Bloomberg, RongViet Research estimated

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 3
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VND in billions

VND in billions

Income statement FY2015 FY2016 FY2017E FY2018F Balance sheet FY2015 FY2016 FY2017E FY2018F
Revenue 37,960 39,531 19,493 22,335 Cash and cash equivalents 3,585 6,013 7,670 7,758
COGS 30,466 31,093 14,388 16,758 Short-term investments 2,617 3,472 3,819 3,819
Gross profit 7,494 8,438 5,105 5,577 Accounts receivable 5,534 6,640 2,843 3,226
Selling expense 2,227 2,638 1,267 1,452 Inventories 5,268 4,554 1,439 1,676
G&A expense 2,332 2,751 1,326 1,519 Other current assets 1,955 1,229 1,352 1,487
Finance income 453 575 1,564 658 Property, plant & equipment 4,652 5,141 5,747 6,097
Finance expense 620 694 246 235 Acquired intangible assets 319 456 416 371
Other profits 49 50 50 50 Long-term investments 728 826 861 897
Gain/(loss) from JVs 34 35 283 361 Other non-current assets 1,374 1,487 1,562 1,640
PBT 2,851 3,014 4,163 3,441 Total assets 26,032 29,819 25,709 26,970
Prov. of tax 413 438 547 434 Accounts payable 6,467 7,904 3,021 3,184
Minority’s interest 507 585 728 920 Short-term borrowings 8,191 9,207 6,907 7,107
PAT to equity S/H 1,931 1,991 2,888 2,086 Long-term borrowings 614 733 783 833
EBIT 2,935 3,049 2,512 2,606 Other non-current liabilities 281 223 245 269
% Bonus and welfare fund 309 319 463 334
Financial ratio FY2015 CIN RN AP b/ B AP LIl Technology-science, dev. fund 0 0 0 0
Growth (%) Total liabilities 15,863 18,385 11,419 11,727
Revenue 16.3 4.1 -50.7 14.6 Common stock and APIC 4,025 4,644 5,572 5,572
Operating income 27.3 8.6 -10.9 7.2 Treasury stock (enter as -) -1 -1 -1 -1
EBITDA 25.7 3.9 -17.6 3.7 Retained earnings 4,395 4,614 6,531 7,483
PAT 183 3.1 45.1 -27.8 Other comprehensive income 81 138 138 138
Total assets 14.9 14.5 -13.8 49 Inv. and dev. fund 79 127 127 127
Equity 84 11.0 29.9 7.7 Total equity 8,578 9,522 12,368 13,320
Minority interest 1,601 1,923 2,433 3,077
Profitability (%)
Gross margin 19.7 213 26.2 250 Valuation ratio FY2015 FY2016 FY2017E FY2018F
EBITDA margin 9.7 10.1 18.2 17.0 EPS (VND) 3,637 3,750 5,360 3,803
EBIT margin 77 77 12.9 1.7 P/E (x) 9.6 10.2 10.8 14.9
Net margin 5.1 5.0 14.8 9.3 BV (VND) 21,579 20,727 23,297 25,091
ROA 74 6.7 11.2 7.7 P/B (x) 1.6 1.8 25 23
ROE 258 24.0 15.9 15.6 DPS (VND/cp) 2,000 2,000 2,000 2,000
Efficiency (x) Dividend yield (%) 4.98% 4.55% 3.45% 3.45%
Receivable turnover 6.9 6.0 6.9 6.9
Inventory turnover 5.8 6.8 10.0 10.0 Valuation model Price Weight Average
Payable turnover 4.7 39 4.8 53 FCFF 64,593 50% 32,296
Liquidity (x) PE 61,244 50% 30,622
Current 1.3 1.3 1.7 1.7 Target price (VND) 62,900
Solvency (%) Valuation history Price Recommendation Period
Total debt/equity 102.7 104.4 62.2 59.6 26/05/2017 53,200 Buy Long term
Current debt/equity 95.5 96.7 55.8 534 15/03/2017 48,100 Buy Long term
Long-term Debt/equity 7.2 7.7 6.3 6.3 05/09/2016 42,800 Buy Long term
*adjusted price
Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 4
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This report is created for the purpose of providing investors with an insight into the discussed company that may assist them in the decision-making process. The
report comprises analyses and projections that are based on the most up-to-date information with the objective that is to determine the reasonable value of the
stock at the time such analyses are performed. Through this report, we strive to convey the complete assessment and opinions of the analyst relevant to the discussed
company. To send us feedbacks and/or receive more information, investors may contact the assigned analyst or our client support department.

RATING GUIDANCE

Ratings BUY NEUTRAL SELL
Total Return including Dividends in 12-month horizon >20% -20% to 20% <-20%
ABOUT US

RongViet Securities Corporation (RongViet) was established in 2007, licensed to perform the complete range of securities services including brokerage, financial
investment, underwriting, financial and investment advisory and securities depository. RongViet now has an operating network that spreads across the country. Our
major shareholders, also our strategic partners, are reputable institutions, i.e Eximbank, Viet Dragon Fund Management, etc... Along with a team of the professional
and dynamic staffs, RongViet has the man power as well as the financial capacity to bring our clients the most suitable and efficient products and services. Especially,
RongViet was one of the very first securities firms to pay the adequate attention to the development of a team of analysts and the provision of useful research report
to investors.

The Analysis and Investment Advisory Department of RongViet Securities provides research reports on the macro-economy, securities market and investment
strategy along with industry and company reports and daily and weekly market reviews
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DISCLAIMERS

This report is prepared in order to provide information and analysis to clients of Rong Viet Securities only. It is and should not be construed as an offer to sell or a
solicitation of an offer to purchase any securities. No consideration has been given to the investment objectives, financial situation or particular needs of any specific.
The readers should be aware that Rong Viet Securities may have a conflict of interest that can compromise the objectivity this research. This research is to be viewed
by investors only as a source of reference when making investments. Investors are to take full responsibility of their own decisions. VDSC shall not be liable for any
loss, damages, cost or expense incurring or arising from the use or reliance, either full or partial, of the information in this publication.

The opinions expressed in this research report reflect only the analyst's personal views of the subject securities or matters; and no part of the research analyst's
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or opinions expressed in the report.

The information herein is compiled by or arrived at Rong Viet Securities from sources believed to be reliable. We, however, do not guarantee its accuracy or
completeness. Opinions, estimations and projections expressed in this report are deemed valid up to the date of publication of this report and can be subject to
change without notice.

This research report is copyrighted by Rong Viet Securities. All rights reserved. Therefore, copy, reproduction, republish or redistribution by any person or party for
any purpose is strictly prohibited without the written permission of VDSC. Copyright 2017 Viet Dragon Securities Corporation.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Viet Dragon Securities Corp. (“VDSC"), a company authorized to engage in securities activities in Vietnam. VDSC is not a registered broker-
dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This research
report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange
Act of 1934, as amended (the “Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this
research report should do so only through Rosenblatt Securities Inc., 40 Wall Street 59th Floor, New York, NY 10005, a registered broker dealer in the United States. Under no
circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through VDSC. Rosenblatt Securities
Inc. accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S.
institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may
not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject
company, public appearances and trading securities held by a research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,” as determined in accordance with Section 13(d) of the Exchange Act, 1% or more of any of the equity
securities mentioned in the report. Rosenblatt Securities Inc, 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 referred to herein. Rosenblatt Securities Inc. is not aware of any material conflict of interest
as of the date of this publication.

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past 12 months, nor received
compensation for investment banking services from the subject company in the past 12 months, neither does it or any affiliate expect to receive, or intends to seek
compensation for investment banking services from the subject company in the next 3 months.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the specific investment
objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient. This research report is not guaranteed to be a complete
statement or summary of any securities, markets, reports or developments referred to in this research report. Neither VDSC nor any of its directors, officers, employees or
agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research report’s
preparation or publication, or any losses or damages which may arise from the use of this research report.

VDSC may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of VDSC.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S. issuers
may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. 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
United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other than U.S. dollars
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.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by VDSC with respect to future performance.
Income from investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the
interest of investors. Any recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the
issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior.



