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MOBILE WORLD GROUP (HSX: MWG) BUY +63%
h ial . hei ¢ . Target price (VND) 131,000
Tremendous growth potential despite the impact of Covid-19 Current market price (VND) 82,100
Particular (VND bn) Q1-FY20 Q4-FY19 +/- qoq Q1-FY19 +/- yoy
Net revenue 29,353 25411 16% 25,017 17% Stock Info
PAT 1,132 860 32% 1,040 9% Sector Retail
EBIT 1,597 1,151 39% 1,355 18% Market Cap (VND billion) 34,208
EBIT margin 5.4% 4.5% +90bps 5.4% Obps Current Shares O/S 422,328,000
] ) " Avg. Daily Volume (in 20
Source: MWG, Rong Viet Securities sessions) 1,960,198
Q1/20 - Slower earning growth amid the pandemic Free float (%) 49
52 weeks High 128.000
Revenue and NPAT reached VND 29,353 bn (+17% YoY) and VND 1,132bn (+9% YoY), 52 weeks L '
weeks Low
respectively. Covid-19 began to affect MWG seriously from March. Revenue and NPAT Bet >8,900
were VND 8,810 bn (+15% YoY) and VND 286 bn (-8% YoY) in March, respectively. et 1.29
FY2019  Current
Q1's revenue growth was driven by the impressive performance of BHX. Specifically, EPS 8460 8817
BHX's revenue rose to VND 4,491 bn (+176% YoY) and made up 3 of total revenue growth. EPS Growth (%) 33 19
On the other hand, TGDD & DMX's revenue posted modest growth of 6% and stood at Diluted EPS 8,449 8817
VND 24,862 bn, mostly thanks to strong sales during the TET holiday season. PJE 13.1 9.1
Gross margin inched up to 21% (vs. 17.7% in Q1/2019) on the back of improvements from P/B 4.2 2.7
all three chains. G&A expenses stayed at 2.5% of revenue. However, increasing selling EV/EBITDA 7.21 6.49
expenses as a percent of sales offset GM improvement, leading to a net margin of 3.9% (- Cash dividend yield (%) 1.2% 2%
0.3% YoY). ROE (%) 331 33.2
FY2020 and future prospects remain bright despite short-term difficulties at TGDD Price performance
& DMX
150 1 Volume mwg [ 8000
We believe that TGDD & DMX are severely affected by Covid-19. The prolonged pandemic 130 A L 6000
not only caused temporary store closure and dented retail traffic but also hampered 110 J
disposable income, which in turn limited discretionary spending. On the other hand, BHX % - 4000
is seeing lots of opportunities both in-store sales and online sales.
70 - L 2000
In our base case scenario, we expect that Covid-19 will be well controlled before the end 50 0
of Q2-2020. Thus, we project 2020’s revenue and NPAT at VND 114,596 bn (+12% YoY) O O O O O O
and VND 3,929 tn (+2% YoY), respectively. With huge headroom to expand and improve Qb‘\ Qb\ ch\ S 6"\
profitability, BHX is anticipated to reduce its loss to VND 849 bn in 2020 from VND 1,000 Major Shareholders (%)
bn in 2019 (approx.). From 2H2021 onward, BHX will start contributing profit to the
Retail World Ltd 11.38
mother company.
Tri Tam Ltd 8.53
Valuation and recommendation Foreign ownership room (%) 0
MWG'’s solid fundamental and prudent management will help the company weather the Khoa Ngo
storm in a less damaged way that others retailer can’t. That said, TGDD & DMX’s dominant
position in Vietnam electronics retail will continue to strengthen afterward. BHX will also (084) 028- 6299 2006 - Ext 1519
further cushion the company growing prospects. The company is trading at a 2020 PER khoa.nc@vdsc.com.vn
forward of 9.4x. It is attractive considering forecasted EPS’s CAGR of 20% in the next five years. SonT
We reiterate our BUY on MWG with a target price of VND 131,000, 21% lower than our on fran
previous TP in the 2020 strategy report. Coupled with a cash dividend of VND 1,500, the total (084) 028- 6299 2006 — Ext 1527
. . . : th
upside is 63% from the closing price of May 15" 2020. son.tt@vdsc.com.vn
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Exhibit 1: Q1/2020 Results

(VND Bn) Q1-FY20 Q4-FY19 +/- (qoq) Q1-FY19 +/- (yoy)
Net revenue 29,353 25,411 15.5% 25,017 17.3%
Gross profit 6,160 5,365 14.8% 4,434 38.9%
SG&A 4,563 4,214 8.3% 3,079 48.2%
Operating income 1,597 1,151 38.8% 1,355 17.9%
EBITDA 2,068 1,586 30.4% 1,666 24.1%
EBIT 1,597 1,151 38.8% 1,355 17.9%
Financial expenses 178 156 13.9% 133 33.7%
- Interest Expenses 178 156 14.0% 133 33.6%
Dep. and amortization 471 435 8.2% 311 51.2%
Non-recurring items (*)
Extraordinary items (¥)
PBT 1,544 1,180 30.9% 1,341 15.1%
PAT 1,132 860 31.6% 1,040 8.8%
(*) Adjusted PAT 1,132 860 31.6% 1,040 8.8%
Source: MWG, Rong Viet Securities
Exhibit 2: Q1/2020 Performance Analysis
Particulars Q1-FY20 Q4-FY19 +/- (qoq) Q1-FY19 +/- (yoy)
Profitability Ratios (%)
Gross Margin 21.0% 21.1% -10bps 17.7% +330bps
EBITDA Margin 7.0% 6.2% +80bps 6.7% +40bps
EBIT Margin 5.4% 4.5% +90bps 5.4% Obps
Net Margin 3.9% 3.4% +50bps 4.2% -30bps
Adjusted Net Margin 3.9% 3.4% +50bps 4.2% -30bps
Turnover *(x)
-Inventories 4 4 0.2 5 -0.9
-Receivables 72.1 66.4 5.7 57.5 14.5
-Payables 7 6 0.7 7 -0.5
Leverage (%)
Total Debt/ Equity 167.2% 234.2% -6,700bps 191.8% -2,460bps
Source: Rong Viet Securities
Exhibit 3: Q2/2020 Performance Forecast Q2/2020 comment
Particulars (VND Bn) Q2-FY20 +/- qoq +/- yoy - Revenue expected to increase slightly compared to last year
Revenue 28,180 6% mostly thanks BHX.
Gross profit 2912 % 16% - However, NPAT will decline due to TGDD & DMX'’s poor
EBIT L2l 18% 4% performance amid widespread social-distancing from
NPAT 1,023 -10% -5%

Source: Rong Viet Securities

April 1,

Please refer to important disclosures at the end of this report
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Update
TGDD & DMX: Covid-19 started to have an impact since March.

In Q1-2020, TGDD & DMX's revenue and gross margin reached VND 24,485 bn (+6% YoY) and 21% (+300 bps YoY), respectively (Figure 1).
For March alone, TGDD & DMX’s revenue declined by 2% YoY as Covid-19 began to disrupt store operations.

At the beginning of April, there have been over 600 TGDD & DMX stores that were temporarily closed to comply with Government
instructions, mostly in Hanoi. Sales at these closed stores are around a third of that in normal conditions, all coming from online channels. In
addition, opened store saw traffic drop as people are reluctant to go to public places to avoid infection. As of April 23, MWG has reopened
most closed stores as the Government decided to ease some of social-distancing measures.

In order to cope with dropping sales, TGDD & DMX have been taking steps to mitigate the damage. The company began to renegotiate its
rent up to 50% lower for the next 12 months and no payment during the closure. Moreover, MWG has cut down its labor costs by (1) lowering
wages in accordance with sales and (2) limiting recruitment and rotating employees from TGDD & DMX to BHX. Other expenses including
promotion, marketing campaign, utilities payment also saw cutbacks.

MWG's financial stance is getting better heading into an expectedly difficult Q2. Thanks to strong sales in 2M2020, MWG was able to clear
up a significant part of inventory (Figure 3), lower short-term debt and strengthen cash position (Figure 2). Short-term debt decreases by
25% from Q4-2019's level to VND 10,494 bn, equivalent to 0.86 times of owner equity (vs. 1.16x in Q4-19)

In addition, MWG took deeper actions to preserve financial stability, including (1) deferring new purchases and payments, (2) converting
portion of short-term debt to mid-term debt and (3) postpone the expansion of TGDD & DMX.

Figure 1: TGDD & DMX’s performance Figure 2: Days of cash on hand
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Figure 3: Days of inventory by categories (seasonally adjusted)
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Figure 4: Technical consumer goods sales in Q1-2020 (VND bn)
mw Q1-20 = Q1-19 YoY (RHS)
60,000 30%
24%
50,000 20%
10%
40,000
30,000 -3% -3% 4%
-9% -10%
-13%
20,000
-20%
10,000 _309
_ — . . - ~40%
< o e e M N o oy
el «@° 5o o O & o &
Q& 3 po® e N QO O AN
& < o N Y s <o
8 N NG 2N ] 2 < e\e"o N
C \(\r\o
Sources: GfK TEMAX
Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 4



RONGVIET

SECURITIES

MWG | Result Update

BHX: Revenue surged during the Covid-19 outbreak, speeding up store expansion and store upgrading to acquire more market
shares

BHX revenue surged by 176% YoY with revenue-per-store of nearly VND 1.7 bn (+50% YoY) in March-2020, the highest level since its rolling
outin 2015. It was due to (1) surging demand for essential goods amid the Covid-19 pandemic, (2) upgrading and opening more stores, and
(3) the fact that shoppers are rapidly switching from traditional wet markets to minimarts like BHX.

Gross margin was 21% in Q1-20 (after waste), improving 350 bps YoY, thanks to relentless procurement improvement (better discount from
FMCG supplier, cutting middle distributors for fresh foods) and product optimization (higher proportion of fresh foods and private label
products). At the end of 2019, fresh food accounted for 50% of total sales (vs. 40% in 2018) and MWG is targeting to lift the number to 65%
in the long term.

BHX has been rapidly expanding, especially to other provinces. We estimate that over 60% of total stores were located outside HCM in Q1-
20 compared to only 8% in Q1-19. Low store density in remote areas has pushed up DCs expense as percent of sales, lead to higher selling
expenses/sales, especially in Q4-19. We believe the ratio will decrease in upcoming times given that new stores will be located within covered
area in order to better utilize existing logistics and distribution infrastructure.

Upgrading outperformed standard store to large store to take more market share from traditional wet market and mom-and-pop stores. Per
our estimation, store upgrading may result in a 20% surge in revenue. We note that BHX has increased large store counts from 59 to 208 in
the last 12 months and account for 20% of total stores. By the end of 2020, we expect BHX to have over 400 large stores.

Figure 5: BHX’s store count per type and monthly revenue Figure 6: BHX's gross margin
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BHX is also determined to expand its online footprint. In term of profitability, we expect BHX to contribute profit to MWG from
2H2021 onward.

While the offline and fresh food channels are the preferred methods of expansion for FMCG, the online channel still has a lot of potential,

especially in urban areas, where there are plenty of demand for home-delivery. We conducted a survey, focusing on several key criteria for
FMCG & Foods online purchases.

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 5
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Table 1: Online channel of BHX, Vinmart and Coop.Food

6,000 460 4,700

~80 (from red meat, chicken, seafood, ~40 (no seafood and fruit). ~20 (only vegetables and eggs)
vegetables and fruits)

Low, targeting mass segment More expensive in both FMCGand  Low, targeting mass segment
fresh foods. Fresh foods consist of
only branded products (MeatDeli,
Vineco, CP) Targeting premium

segment.
VND 15k to 45k depends on placing VND 29k for all orders Free for order >VND 500k
time and weight
VND 10k for order <VND 500k
*VND 30k for the “shopping for you”
program
Optional time (intraday, from 2 hours or ~ From 2-4 hours depends on Intraday for order before 16:00 and
next morning for order after 16:00) location or next morning for order  or next morning for order after
. after 16:00 16:00
*2 hours for the “shopping for you”
program
HCMC and Bien Hoa city Hanoi and HCMC HCMC

*Only HCMC for the “shopping for you”
program

Sources: Rong Viet Securities —survey taken in April 13t 2020

BHX is obviously showing determination in expanding its online footprint. By the end of Q1-2020, all of BHX’s online orders are served by
two DC online which are located in HCMC and Bien Hoa City, respectively. As demand surged from the beginning of March-2020, these two
DC online are currently running overcapacity by twofold. Thus, BHX has opened two more in HCMC to catch up with rising demand in and
is planning to open one more in May.

In addition, BHX officially launched the “Shopping for you” platform at the beginning of April-2020. Aiming to serve fresh food via online
channel, “Shopping for you” allows customer to shop and receive products within two hours. As demand for “/home-delivery” services surged
amid Covid-19, we also see several roll-outs of similar platforms (such as Vinmart+ Di cho ho, Grabmart, NowFresh, Be Di Cho, Lo mart, Chopp.vn,
etc). We believe "Shopping for you" will outperform thanks to its unique strategies. That is, “Shopping for you” uses BHX's stores as collection
points and MWG's staffs as shippers, thereby giving it two main competitive advantages over others platform:

1. Last-mile delivery: In-house delivery team is critical to ensure product quality and fastest delivery time. BHX’s “Shopping for you”
has a significant advantage over other competitors thanks to its widespread store network and professional staffs from both TGDD,
DMX and BHX.

2. Number of SKUs: For fresh foods, due to the complexity of storing and shipping, each store has to be the distribution center itself.
While BHX and Vinmart are having upper hand in number of stores over the rest, BHX's store model and target segment allow it to
offer more numbers of fresh SKU compared to Vinmart, which focuses more on branded products and convenience rather than
product variety.

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 6
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Figure 7: Online traffic of grocery and fresh food retailers in Q1/2020 Figure 8: VN grocery online sales (USD mn)
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Table 2: BHX forecast
2019E 2020F 2021F 2022F 2023F |  2024F |
Store count 1,008 1,758 2,458 3,058 3,658 4,058
Revenue 10,770 26,137 43,656 60,589 76,623 89,504
Cost of sales (8,724) (20,518) (33,615) (46,047) (57,468) (66,233)
Gross Profit 2,046 5,619 10,041 14,541 19,156 23,271
Gross margin 19.0% 21.5% 23.0% 24.0% 25.0% 26.0%
Selling expenses (3,080) (6,469) (10,368) (13,935) (17,240) (19,691)
G&A expenses* (215) (497) (786) (1,030) (1,226) (1,343)
Operating profit (EBIT) (1,034) (849) (327) 606 1,916 3,580
Pretax profit (1,034) (849) (327) 606 1,916 3,580
Taxes** = = = (620)
Net income (1,034) (849) (327) 606 1,916 2,960
Net margin -9.6% -3.3% -0.7% 1.0% 2.5% 3.3%

Sources: MWG, Rong Viet Securities
*BHX shares staff headcount with TGDD & DMX, therefore G&A expenses are not included in BHX's taxable income and net income.

**YND 3.000 bn carried-forward loss prior to 2022 (our estimation) will lower BHX's taxable income in 2022 and 2023, thus reducing tax
payments.

Covid-19 impact and our forecast

The impact of the Covid-19 pandemic are widely spread across the economy as well as our living, and are mostly negative. For MWG, below
are several bad consequences from the event:

e Shortages of goods: We believe MWG may face difficulty in sourcing some electronics products (which are imported either partially
or entirely) if the pandemic is not controlled by the end of Q2-2020 (i.e which is our bear case). However, we view this risk not as
significant given the fact that (1) supplier are striving to maintain their operations (e.g. Samsung Vietnam closed only a minor

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 7
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production line amid one employee got Covid-19 infection) and (2) pandemic is likely controlled soon. On the other hand, grocery
and fresh food will not be exposed to this shortages risk thanks to the government’s prioritization in supplying essential goods.

e Disrupting store operations: We estimate that a single TGDD or DMX store may loss 70% of its normal revenue in the case of
temporary shutdowns. For store that are still opened, limited traffic may curtail 35% of normal revenue.

e Hampering consumer spending, especially for discretionary goods, as a result of lower payroll and increase unemployment
spreading across the economy. In addition, the postponement of several vital sporting events to 2021 will also hurt TV sales
significantly.

However, we do see some positive effects for MWG from the event:

e Surging demand for essential goods: People has been rushing to stockpile goods in preparation for long-lasting pandemic, which
are benefiting BHX's sales. However, we emphasized that abnormally high purchase will inevitably decrease in subsequent period
as pandemic is under well control. Despite that, post-pandemic revenue growth of BHX is still looking solid thanks to (1) recent

trend of preferring BHX to tradition wet market, (2) relentless store upgrading and (3) promoting fresh food and private label
product.

e Speeding up market consolidation: We are seeing plenty of retailer with bleak financial and management capability have been
wiped out by Covid-19 storm, whose market shares will be rewarded to one who can survive.

e Opportunity for rental renegotiation as demand for retail premises is dented heavily and will not likely recover anytime soon.

We have revised our 2020 forecast for MWG to take into account the effect of the unexpected Covid-19 pandemic. Specifically, we are
anticipating the upcoming in two cases:

e Base case: Vietnam Government rolls back social-distancing measures in May-2020. Therefore, we expect the economy will recover
from this point onward.

e Bear case: Vietnam Government rolls back social-distancing measures in May-2020, however, we do not exclude the probability
that the pandemic may come back. Thus, Vietham Government would reimpose social-lockdown directive for at least two months
in Q3-2020.

Table 3: Our 2020's assumptions

Assumption in our forecast 2019 2020 Rationales
for 2020 BEAR case

Same store sales (%)

TGDD 0% -14.9% -22.5% Less store traffic couples with lower personal income may pose a drop in sales not
only on smartphone but also on cross-selling product such as watches.

We also account numbers of store closedown and closedown’s duration into our
estimation.

DMX 7% -15.6% -22.2% Less store traffic couples with lower personal income would not only cause a drop
in demand for unessential electronic product but also undermine store
optimizations which were taken in 2019.

We also account numbers of store closedown and closedown’s duration into our
estimation.

BHX 20% 15% 18% Surging demand amid Covid-19 outbreak and high organic growth of the minimart
channel.

Promoting fresh foods sales in far province’s stores and rolling out more private
label goods.

Upgrading outperformed standard store to large store: Per our estimation, store
upgrading may result in 20% surge in revenue afterwards.

Gross margin (%)

TGDD + DMX 19.1% 19.7% 19.2% Gross margin is expected to improve from 2019’s level thanks to higher revenue’s
contribution of watches and household appliances, which are carried lucrative

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 8
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profit. In bear case, prolonged pandemic may curtail sales of these product, thus
lowering overall margin.

BHX 19% 21.5% 22% Thanks to (1) better discount from FMCG's supplier given larger scale; (2) private
label rolling out; (3) increase fresh food sales which have high margin and (4)
reduce shipping charge by operating DC itself.

In Bear case, prolonged pandemic may help increase fresh food sales, thus further
underpinning gross margin

Store opening (stores)

TGDD -36 -120 -50 Transform to DMX mini.

DMX 268 200 80 Include store-conversion and new opening

BHX 603 900 750 In bear case, BHX would slow down its expansion progress in order to reduce loss
to parent company.

Selling expense (VND bn -

as percent of sales)

BHX 3.080 - 6.469 - 6.014 - Selling expense/revenue to reduce from 28.6% in 2019 to 24.8% and 23.8% in 2020

28,6% 24,8% 24,3% and 2021, respectively, thanks to cost optimization (mostly those of DCs), economic
of scale and revenue increase.

TGDD & DMX 9.375- 9.134 8.426 - We believe TGDD & DMX has lots of rooms to optimize its expenses via

10,24% 10,36% 10,49% renegotiating rent, enhancing productivity, cutting wages and rolling back
promotion, etc. but still maintain normal operation.
We note that the longer pandemic, the deeper actions MWG will take to curtail its
expense.

Table 4: TGDD & DMX same store sales forecast

Apr May June July Aug Sep Oct Nov Dec 2020 vs. 2019
BASE CASE
Sales per store (YoY)
DMX -44% | -10% | -10% -15% -15% | -15% | -10% -5% -5% -15.6%
TGDD -47% | -10% | -10% -15% -15% | -15% | -10% -5% -5% -14.9%
Store closures (stores)
DMX 258
TGDD 347
BEAR CASE
Sales per store (YoY)
DMX -44% | -10% | -10% -44% -44% | -28% -5% -15% | -15% -22.2%
TGDD -47% | -10% | -10% -47% -47% | -30% -5% -15% | -15% -22.5%
Store closures (stores)
DMX 258 258 258 258
TGDD 347 347 347 347
Table 5: TGDD & DMX revenue and gross margin projection by categories
2019E 2020F - BEARcase = 2020F - BASE case
Total revenue (VND bn) 91,446 80,287 88,458
CE 83,146 72,987 77,958
Watch 800 800 1,500
Household appliance 7,500 6,500 9,000
Overall gross margin (%) 19.1% 19.2% 19.7%
CE 17.5% 17.6% 17.6%
Watch 35.0% 35.0% 35.0%
Household appliance 35.0% 35.0% 35.0%
Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 9
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Table 6: TGDD & DMX selling expense estimation per store in 2020

Selling expense estimation per = Average monthly Average monthly 2020 average monthly 2019 average monthly
store (VND mn) expense of CLOSE store | expense of OPEN store expense (weighted expense
in 2020 in 2020 average of opens and
closes)
BASE CASE
Total 352 368 364 409 -11%
Labor 202 213 210 223 -6%
Depreciation 36 36 36 41 -12%
Rent, Utilities, Marketing, etc. 114 119 118 145 -19%
BEAR CASE
Total 323 355 335 409 -18%
Labor 179 202 189 223 -15%
Depreciation 36 36 35 41 -15%
Rent, Utilities, Marketing, etc. 108 118 111 145 -23%
Table 7: Our forecast for the whole company
Income statement (VND bn) BASE case ‘ BEAR case
FY2018A FY2019A FY2020E FY2021E ‘ FY2020E FY2021E
Revenue 86,516 102,174 114,595 140,552 105,085 129,550
COGS 71,224 82,686 91,580 111,326 84,353 102,592
Gross profit 15,292 19,488 23,015 29,226 20,732 26,959
Selling expenses 9,660 12,437 15,603 20,446 14,439 18,930
G&A expenses 1,762 2,074 2,266 2,724 2,077 2,509
Financial income 342 631 766 1,012 759 1,004
Financial expense 437 570 688 688 688 688
Other income/loss 12 19 30 30 30 30
Gain/(loss) from joint ventures -2 -3 -3 -3 -3 -3
PBT 3,786 5,053 5,250 6,407 4,314 5,862
Tax expense 906 1,217 1,319 1,446 1,093 1,324
Minority interests 2 2 2 2 2 2
PAT 2,879 3,834 3,929 4,959 3,218 4,537
EBIT 3,871 4,977 5,146 6,057 4,216 5,520
EBITDA 5,094 6,420 7,138 8,357 6,058 7,711

Valuation

MWG's solid fundamentals and prudent management will help the company weather the storm in a less damaged way that others retailer
can’t. That said, TGDD & DMX’s dominant position in Vietnam electronics retail will continue to strengthen afterward. That, coupled with a
much more scale and effective BHX will further enhance the company’s growing prospects. Our target price for MWG is VND 131,000/share.

BASE CASE BEAR CASE

PV of 5Y FCFF 21,378 19,866
Terminal value in year 5 84,396 73,065
Perpetuity growth rate 2.5% 2.5%
WACC 11.6% 12.1%
TP 131,000 111,000

Please refer to important disclosures at the end of this report BLOOMBERG VDSC <GO> 10
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VND Billion
INCOME STATEMENT FY2018 FY2019 FY2020E FY2021E
Revenue 86,516 102,174 114,595 140,552
COGS 71,224 82,686 91,580 111,326
Gross profit 15,292 19,488 23,015 29,226
Selling Expense 9,660 12,437 15,603 20,446
G&A Expense 1,762 2,074 2,266 2,724
Finance Income 342 631 766 1,012
Finance Expense 437 570 688 688
Other profits 12 19 30 30
PBT -2 -3 -3 -3
Prov. of Tax 3,786 5,053 5,250 6,407
Minority’s Interest 906 1,217 1,319 1,446
PAT to Equity S/H 2 2 2 2
EBIT 2,879 3,834 3,929 4,959
EBITDA 3,871 4,977 5,146 6,057

%

FINANCIAL RATIO FY2018 FY2019 FY2020E FY2021E
Growth (%)
Revenue 30.4% 18.1% 12.2% 22.7%
Operating Income 46.9% 26.0% 11.2% 17.1%
EBITDA 39.3% 28.6% 3.4% 17.7%
PAT 30.5% 33.2% 2.5% 26.2%
Total Assets 23.3% 48.2% 2.7% 16.9%
Equity 43.5% 37.4% 29.1% 28.7%
Profitability (%)
Gross margin 17.7% 19.1% 20.1% 20.8%
EBITDA margin 5.9% 6.3% 6.2% 5.9%
EBIT margin 4.5% 4.9% 4.5% 4.3%
Net margin 3.3% 3.8% 3.4% 3.5%
ROA 10.2% 9.2% 9.2% 9.9%
ROE 37.8% 37.5% 32.0% 29.7%
Efficiency
Receivable Turnover 55.5 56.3 37.6 39.5
Inventory Turnover 4.1 3.2 4.8 4.8
Payable Turnover 5.9 5.4 6.7 6.7
Liquidity
Current 13 1.2 13 1.4
Quick 0.3 0.3 0.6 0.6
Finance Structure (%)
Total Debt/Equity 83.6% 122.2% 94.7% 73.6%
Current Debt/Equity 68.8% 112.5% 87.2% 67.7%
Long-term Debt/Equity 14.8% 9.7% 7.5% 5.8%

VND Billion

BALANCE SHEET FY2018 FY2019 FY2020 FY2021
Cash and cash equivalents 3,750 3,177 6,474 9,232
Short-term investments 51 3,075 5,000 5,000
Accounts receivable 1,560 1,815 3,046 3,562
Inventories 17,446 25,745 18,916 23,249
Other current assets 583 1,199 1,259 1,322
Property, plant & equipment 3,549 5,463 6,271 5,822
Acquired intangible assets 581 520 1,078 1,078
Long-term investments 60 56 114 111
Other non-current assets 560 657 690 725
Total assets 28,140 41,708 42,849 50,100
Accounts payable 12,105 15,411 13,737 16,699
Short-term borrowings 5,797 13,031 13,031 13,031
Long-term borrowings 1,248 1,122 1,122 1,122
Other non-current liabilities 2 0 0 0
Bonus and Welfare fund 5 0 0 0
Technology-science, dev. fund 0 0 0 0
Total liabilities 19,157 29,565 27,890 30,852
Common stock and APIC 4,435 4,435 4,542 4,553
Treasury stock (enter as -) -1 -6 -6 -6
Retained earnings 3,990 7,150 10,413 14,691
Other comprehensive income 2 1 1 1
Inv. and Dev. Fund 0 0 0 0
Total equity 8,425 11,581 14,951 19,240
Minority Interest 6 8 8 8
VALUATION RATIO (*) FY2018 FY2019 FY2020 FY2021
EPS (dong) 6,496 8,460 8,460 10,652
P/E (x) 13.0 13.1 8.9 7.1
BV (dong) 19,011 25,519 32,190 41,325
P/B (x) 43 42 23 1.8
DPS (dong/cp) 1,500 1,500 1,500 1,500
Dividend yield (%) 2% 1.2% 2% 2%
VALUATION MODEL Price Weight Average
FCFF 131,000 100% 131,000
Target price (VND) 130,000
VALUATION HISTORY Price* Recommendation Period
2019/12/31 171,000 Buy Long term
2018/10/01 115,000 Buy Long term

* Adjusted for current shares outstanding

Please refer to important disclosures at the end of this report
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RESULT UPDATE

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 ACCUMULATE REDUCE SELL
Total Return including Dividends in 12-month horizon >20% 5% to 20% -20% to -5% <-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.

ANALYSIS & INVESTMENT ADVISORY DEPARTMENT

Lam Nguyen Duong Lai Vu Tran Trinh Nguyen
Head of Research Senior Analyst Senior Analyst Senior Analyst
lam.ntp@vdsc.com.vn duong.ld@vdsc.com.vn vu.thx@vdsc.com.vn trinh.nh@vdsc.com.vn
+ 84 28 6299 2006 (1313) + 84 28 6299 2006 (1522) + 84 28 6299 2006 (1518) + 84 28 6299 2006 (1551)
¢ Real Estate e Oil & Gas o Steel
o Building Materials o Fertilizer e Construction
o Utilities
TuVu Son Tran Tung Do Tam Pham
Analyst Analyst Analyst Analyst
tu.va@vdsc.com.vn son.tt@vdsc.com.vn tung.dt@vdsc.com.vn tam.ptt@vdsc.com.vn
+ 84286299 2006 (1511) + 84 28 6299 2006 (1527) + 8428 6299 2006 (1521) + 84 28 6299 2006 (1530)
e Macroeconomics o Retails e Logistics e Insurance
e Food & Beverages e Aviation o Fishery
e Pharmaceutical
Anh Nguyen Hoang Nguyen Hoang Bui TuPham
Analyst Analyst Analyst Analyst
anh2.ntt@vdsc.com.vn hoang.nt@vdsc.com.vn hoang.bh@vdsc.com.vn tu.pm@vdsc.com.vn
+ 8428 6299 2006 (1531) + 8428 6299 2006 (1538) + 84 28 6299 2006 (1514) + 84 28 6299 2006 (1536)
e Banking o Market Strategy o Natural Rubber o Steel
e Agriculture
Khoa Ngo Bernard Lapointe Ha Tran Vi Truong
Analyst Senior Consultant Assistant Assistant
khoa.nc@vdsc.com.vn bernard.lapointe@vdsc.com.vn ha.ttn@vdsc.com.vn vi.ttt@vdsc.com.vn
+ 84286299 2006 (1519) + 84 28 6299 2006 + 84 28 6299 2006 (1526) + 84 28 6299 2006 (1517)
o Retails
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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 2020 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”).

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.

RESEARCH DISCLOSURES

Third Party Research
This is third party research. It was prepared by Rong Viet Securities Corporation (Rong Viet), with headquarters in Ho Chi Minh City, Vietnam. Rong Viet is authorized

to engage in securities activities according to its domestic legislation. This research is not a product of Tellimer Markets, Inc., a U.S. registered broker-dealer. Rong
Viet has sole control over the contents of this research report. Tellimer Markets, Inc. does not exercise any control over the contents of, or the views expressed in,
research reports prepared by Rong Viet.

Rong Viet is not registered as a 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” and other “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 Tellimer Markets, Inc., located at 575 Fifth Avenue, 27* Floor, New York, NY 10017. A representative of
Tellimer Markets, Inc. is contactable on +1 (212) 551 3480. Under no circumstances should any U.S. recipient of this research report effect any transaction to buy
or sell securities or related financial instruments through Rong Viet. Tellimer Markets, 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.

None of the materials provided in this report may be used, reproduced, or transmitted, in any form or by any means, electronic or mechanical, including recording
or the use of any information storage and retrieval system, without written permission from.
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Rong Viet is the employer of the research analyst(s) responsible for the content of this report and research analysts preparing this report are resident
outside the U.S. and are not associated persons of any U.S. regulated broker-dealer. 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 Tellimer Markets, 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.

Tellimer Markets, Inc. or its affiliates has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not received
compensation for investment banking services from the subject company in the past 12 months, and does not expect to receive or intend to seek compensation
for investment banking services from the subject company in the next three months. Tellimer Markets, Inc. has never owned any class of equity securities of the
subject company. There are no other actual, or potential, material conflicts of interest of Tellimer Markets, Inc. at the time of the publication of this report. As of
the publication of this report, Tellimer Markets, Inc. does not make a market in the subject securities.

About Tellimer

Tellimer is a registered trade mark of Exotix Partners LLP. Exotix Partners LLP and its subsidiaries ("Tellimer") provide specialist investment banking services to
trading professionals in the wholesale markets. Tellimer draws together liquidity and matches buyers and sellers so that deals can be executed by its customers.
Tellimer may at any time, hold a trading position in the securities and financial instruments discussed in this report. Tellimer has procedures in place to identify
and manage any potential conflicts of interests that arise in connection with its research. A copy of Tellimer's conflict of interest policy is available at
www.tellimer.com/regulatory-information.

Distribution

This report is not intended for distribution to the public and may not be reproduced, redistributed or published, in whole or in part, for any purpose without the
written permission of Tellimer. Tellimer shall accept no liability whatsoever for the actions of third parties in this respect. This report is for distribution only under
such circumstances as may be permitted by applicable law.

This report may not be used to create any financial instruments or products or any indices. Neither Tellimer, nor its members, directors, representatives, or
employees accept any liability for any direct or consequential loss or damage arising out of the use of all or any part of the information herein.

United Kingdom: Distributed by Exotix Partners LLP only to Eligible Counterparties or Professional Clients (as defined in the FCA Handbook). The information
herein does not apply to, and should not be relied upon by, Retail Clients (as defined in the FCA Handbook); neither the FCA'’s protection rules nor compensation
scheme may be applied.

UAE: Distributed in the Dubai International Financial Centre by Exotix Partners LLP (Dubai) which is regulated by the Dubai Financial Services Authority (“DFSA”).
Material is intended only for persons who meet the criteria for Professional Clients under the Rules of the DFSA and no other person should act upon it.

Other distribution: The distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this document comes should
inform themselves about, and observe, any such restriction.

Disclaimers

Tellimer and/or its members, 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. Tellimer may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas,
units, divisions, groups of Tellimer.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this 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 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.

Frontier and Emerging Market laws and regulations governing investments in securities markets may not be sufficiently developed or may be subject to
inconsistent or arbitrary interpretation or application. Frontier and Emerging Market securities are often not issued in physical form and registration of ownership
may not be subject to a centralised system. Registration of ownership of certain types of securities may not be subject to standardised procedures and may even
be effected on an ad hoc basis. The value of investments in Frontier and Emerging Market securities may also be affected by fluctuations in available currency rates
and exchange control regulations. Not all of these or other risks associated with the relevant company, market or instrument which are the subject matter of the
report are necessarily considered.
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