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Son Tran – son.tt@vdsc.com.vn



2

RETAIL INDUSTRY - REVIEW

0

20

40

60

80

100

120

140

South
Korea

Japan Singapore Thailand Asia Pacific Malaysia Vietnam Indonesia Philippines

Figure 2: Consumer Confidence Index 
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Figure 1: Retail revenue and growth in Vietnam 
(2013-2020)
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Sources: General Statistics Office, Rong Viet Securities

Sources: The Conference Board® Global Consumer Confidence Survey in collaboration with Nielsen
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Figure 3: Forecast Growth (%) in Consumer Expenditure 
by Category 2019 - 2030

Source: Euromonitor

• In 6M 2019, total retail sales of goods and services in Vietnam grew 11.5% YoY, of
which retail sales of goods posted a 12.5% growth. Breaking down: Foods (+13%),
household goods (+12.1%), clothing (+11.1%) had the highest growth.

• Even though there was a slight fall in Consumer Confidence index in Q2, Vietnam
is still the world’s third most optimistic nation with all key drivers of the index,
including job prospects, financial security and spending ready, significantly
increased.

• Vietnam’s retail revenue is projected to maintain annual growth of above 10% for
the coming years, supported by the rising of middle class, young population and
changes in consumer behavior.
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Figure 5: Smartphone & feature phone market share Figure 6: Consumer electronics market share Figure 7: Gold jewelries market share

Figure 4: FMCG market share in major cities

• Beside the smartphone market, which is already saturated and
consolidated by two giant retailers (MWG and FRT), others are still very
fragmented.

• Mid-small street shops are favorite shopping places for Vietnamese due to
convenience and competitive pricing.

• Two largest ICT retailers, MWG and FRT, are expanding their footprints to
other segments (FMCG, food and pharmaceutical) while some other
players such as PNJ, Vinmart, Coop Food, Satra Food and Pharmacity are
scaling up to consolidate their current markets.

Most markets are still very fragmented
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RETAIL INDUSTRY – REVIEW

New Law on 
Investment to 
increase the ease of 
doing business in 
Vietnam for foreign 
investors

Decree 09/2018/ND-CP 
was issued to
incorporate several
favourable changes for
retailers establishing or
expanding their businesses
in areas pertaining to the
trading of goods by foreign
investors and enterprises

Foreigner retailers are 
allowed to establish 
100% owned business 
in Vietnam, as part of 
commitment to WTO

Decision 
No.1563/QD-TTg 
was made to 
approve the e-
commerce
development plan 
for the 2016-2020 
period

As part of commitment 
to CPTPP, foreign retailers 
will not be subjected to 
Economic needs testing 
(ENT) from 2024

2014 2015 2016 2018 2024
Favorable environment results at foreign investors increasing their foothold in Vietnam through M&A, franchising or partnership

• Most of  foreign retailers in Vietnam are from Japan, Korea, Thailand: Central Group (Thailand), 7-Eleven (Japan), Lotte (Korea)…

• Though, retail in Vietnam is not a sure-win business as many foreigners had withdrawn because of  not understanding local customers or could not endure the 
losses: Metro, Auchan, Shop&Go…

Vietnam to remove Economic needs testing (ENT) from 2024, five years after CPTPP

• ENT has been limiting foreigners’ abilities to establish second and subsequent retail outlets. It does not apply for retail outlets less than 500 sqm, located at 
commercial centers and not categorized as mini-supermarket or convenience store.

• With future ENT removal, Vietnamese retailers, especially those operate in convenience stores, minimarts, specialist stores models, will face tougher 
competition -> Demand for changes and self improvement from local retailers.

Timeline of regulations



5

RETAIL INDUSTRY - REVIEW

Sources: Fiinpro, RongViet Securities

Listed companies have different stories
Revenue growth are in downtrend for retailers, but volatile for distributors

• Due to the ICT market’s saturation, MWG and FRT’s sales growth have been going down since 2016, while PNJ still had healthy growth from gold jewelries until a 
technical issue related to the new ERP system happened in Q2 2019.

• DGW, an ICT distributor, found rescue by the exclusive contract with Xiaomi from 2017. On the other hand, PSD is struggling with an obsolete distribution model.

Profitwise, only industry leaders see improvement

• MWG and PNJ’s profit pick up due to self optimization: better SSSG for MWG from store conversion and higher gross margin for PNJ from change in sales structure. 

• FRT’s margin suffered due to iPhone clearance in 6M 2019 while DGW is heavily dependent on big-sales-but-thin-margin contracts with Xiaomi and Nokia.
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Industry comparables (TTM)

RETAIL INDUSTRY - REVIEW

Ticker Market cap 
(VND bn)

Sales 
Growth (%)

EBITDA 
Growth (%)

EBITDA 
Margin (%)

Operating 
Income 

Margin (%)

Net Income 
Growth (%)

Net Profit 
Margin (%)

Return on 
Invested 

Capital (%)

Return on 
Assets (%)

Return on 
Equity (%) P/E (%) P/B (%)

MWG 52,193 17.4 31.0 6.2 4.8 29.3 3.7 18.8 12.1 38.6 14.9 5.0

PNJ 18,904 16.3 24.9 9.7 9.3 20.6 7.0 22.1 17.8 27.9 18.2 4.7

FRT 3,945 16.4 27.1 3.0 3.0 20.0 2.3 12.0 7.7 35.0 11.5 3.4

DGW 974 36.1 41.0 2.5 2.4 38.9 1.9 8.4 7.2 16.9 7.4 1.2

PSD 386 -5.4 5.5 1.9 1.8 10.6 1.2 5.7 3.3 21.2 5.7 1.1

Sources: Bloomberg, Rong Viet Securities
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INVESTMENT RATIONALES
• Solid growth in Consumer Electronics and Accessorries

o Healthy organic growth in the CE market in conjuction with potential consolidation from nearly

40% market share of mom-and-pop shops.

o SSSG improvement: Store layout optimization in The Gioi Di Dong and Dien May Xanh makes

room for more SKUs along with adding kitchenware, wrist watches and sunglasses to product

mix => Increase efficiency: strengthen gross margin and lower SG&A expenses/sales ratio.

o Expansion of Dien May Xanh: both new opening and store conversion from The Gioi Di Dong

=> Expect to have 900 and 1,000 DMX by the end of 2019 and 2020 respectively.

• The grocery chain is taking off

o Accelerating store opening, expected 950 store (+236% yoy) at 2019 end, with total sales of

VND 11,400 bn (+164% yoy). Positive customer acceptance and less competition from other

minimarts in other regions (218/600 stores located outside of HCMC at June’s end).

o Average monthly sales is going up dramatically, reaching VND 1.5 bn in June (+70% yoy).

Profitwise, better gross margin from direct import of fresh produces and more discount from

FMCG supplier, along with optimizing logistic and minimizing wasted rate => Expect to break

even at the end of 2019.

• An attractive valuation

o 2019’s forward PEG at 0.4, undervalued for an industry leader that just entered a new growing

stage.

RISKS TO OUR CALLS
• Obstacles in logistic and supply while expanding to new regions could slow down Bach Hoa Xanh.

STOCK INFO

Sector Retail 

Market Cap ($ mn) 2,229 

Current Shares O/S (mn shares) 443 

3M Avg. Volume (K) 940 

3M Avg. Trading Value (VND Bn) 95 

Foreign Ownership (%) 49.0

State Ownership (%) 0.0

BUY +30%
CMP (VND) 117,300

Target price (VND) 151,000

Cash dividend in 12 months 1,500

MWG – PROMISING FUTURE AHEAD

FORECAST 2017A 2018A 2019F 2020F

Revenue 66,340 86,516 105,327 131,836

Growth (%) 48.7 30.4 21.7 25.2 

NPATMI 2,206 2,879 3,888 5,314 

Growth (%) 39.8 30.5 35.1 36.7 

ROA (%) 11.7 11.3 12.3 13.6

ROE (%) 45.2 38.7 32.9 32.0

EPS (VND) 6,958 4,227 8,564 11,304

Book Value (VND) 18,632 20,241 26,012 35,297

Cash dividend (VND) 1500 1500 1,500 1500

P/E (x) 20.2 13.0 13.7 10.4

P/B (x) 7.0 4.3 4.5 3.3



Continuing store expansion & conversion

o 114 new DMX, of which 47 were converted from
TGDD.

o Finished layout optimization for 210 DMX mini,
with ~30% increase in sales/store, plans for
another 276 stores in 2H 2019.

o 195 new Bach Hoa Xanh stores in 6M, 36% (of
total 600 stores) locate in other Southwest and
Southeast provinces.

Net margin surged to 4.1% (+60 basis point yoy)

o SSSG of 7% for TGDD & DMX stores and expenses
optimizing help improve margin.

o BHX’s gross margin reached 19%, compared to
18% at Dec/2018. Still recording net loss of -
9%/total sales (VND 367 bn) but we’re confident
it will reach break-even at store & DC level at the
end of 2019 (net profit of ~ -2 to -3% to total
sales).

MWG – Growth in revenue and profit in 6M 2019
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MWG – Bach Hoa Xanh’s snapshot

Figure 3: Number of stores and average monthly revenue per store (for shops operate more than 30 days)

316 324
355 367 372 384 393 405 409 412 404 405 421 423

469
512

545

600

650 600 650 700
800 850 900 950 1,000 1,050 1,100

1,200

1,350

1,200 1,250 1,300
1,400 1,500

0

200

400

600

800

1,000

1,200

1,400

200

250

300

350

400

450

500

550

600

650
Number of stores (LHS) Sales/store/month in VND mn (RHS)

373 , 92%

32 , 8%

382 , 64%

218 , 36%

FIGURE 4: BY LOCATION

Shop in HCMC

Shop in other
provinces

6/2019

12/2018

373 , 92%

32 , 8%

500 , 83%

100 , 17%

FIGURE 5: BY SIZE

Shops from 150
sqm to 250 sqm

Shops from 300
sqm

6/2019

12/2018

Sources: MWG, RongViet Securities



10

INVESTMENT RATIONALES

• Huge market consolidation opportunities from the fragmented jewelry market

o The jewelry market is growing at ~10% rate per year. Gold jewelry consumption/capital

is among the lowest of Asian countries. Within the sector, branded jewelries account for

only a quarter of the market share, indicating enormous potential for modern retailers.

o Established reputation and leading production capability allow PNJ not only to supply

itself but also do jewelry outsourcing which provides great return on capital (mainly

labor cost).

o Advantages from the biggest store network among jewelry chains, with a far more

advanced ERP system compared to others.

• Temporary technical issue does not hit PNJ’s long-term prospect

o The issue related to the implementation of the new ERP happened in April and

significantly hit PNJ’s turnover. However that is mostly solved, with the factory was

working at 90% capacity in June.

• Demand slowdown in tier 1 markets is worrisome

o Growth in HCMC, the most important region, is no longer abundant and the

“cannibalization” effect is starting to happen, resulting in lower SSSG. Even though tier 2

and 3 markets are starting to pick up, it takes time to change consumer’s behavior.

RISKS TO OUR CALLS

• Luxury jewelries are highly exposed to economic cycle.

STOCK INFO

Sector Retail

Market Cap ($ mn) 822
Current Shares O/S (mn shares) 223
3M Avg. Volume (K) 672
3M Avg. Trading Value (VND Bn) 58.6
Foreign Ownership (%) 49.0
State Ownership (%) 0.0

BUY +23%
CMP (VND) 86,000

Target price (VND) 104,000

Cash dividend in 12 months 1,800

FORECAST 2017A 2018A 2019F 2020F

Revenue 10,977 14,571 16,848 20,198

Growth (%) 28.2 32.7 15.6 19.9 

NPATMI 725 960 1,194 1,531 

Growth (%) 60.9 32.4 24.4 28.2 

ROA (%) 17.9 17.6 18.3 20.0

ROE (%) 32.6 28.7 28.0 28.6

EPS (VND) 6,370 13,249 4,997 6,228

Book Value (VND) 27,285 22,425 18,585 22,656

Cash dividend (VND) 1000 1000 1,800 1800

P/E (x) 23.8 16.2 16.8 13.5

P/B (x) 5.0 4.2 4.5 3.7

PNJ – STRENGTHEN LEADER POSITION



PNJ – Slowdown in turnover but more efficiency

Source: PNJ Source: PNJ

o ERP issue and demand
slowdown in Q2 dragged SSSG
down to ~1%. We forecast that
of ~10% in 2H, post ERP crisis.

o Due to shortfall in production,
wholesale’s revenue decreased
24% in Q2, thus overall gross
margin saw a huge leap. We
expect it to nomarlise in 2H.
Nevertheless, we should see an
uptrend in PNJ’s margin
because of the higher
contribution of gold jewelry
retail and better cost
management.
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INVESTMENT RATIONALES

• Flat growth in smartphone market, seek opportunities in accessories and added services

o Beside the saturated smartphone market, iPhone’s unsuccessful launch last year also hit

FRT’s business result, which heavily depends on iPhone sales.

o Better pricing in accessories due to direct import from Chinese suppliers improves profit

margin while F.friends and Subsidy programs help maintain SSSG but the potential is

not much.

o Contracts with ecommerce websites are still in pilot with no clear plans being revealed.

• Long Chau Pharmacy could be the growth driver, but not anytime soon

o An extremely fragmented retail market for medicines and suppliments. However, the

OTC’s market size of ~USD 1.6 bn with fiere competition from mom-and-pop

pharmacies is challenging.

o FRT’s retail expertise and technical support from FPT Corporation are Long Chau’s

advantages.

o Long Chau begins to scale up in HCMC and pilot in other provinces.

RISKS TO OUR CALLS

• New iPhones’ success is very unpredictable and has huge impact on FRT’s results.

• Long Chau’s expansion might face difficulties.

STOCK INFO

Sector Retail

Market Cap ($ mn) 168
Current Shares O/S (mn shares) 79
3M Avg. Volume (K) 101
3M Avg. Trading Value (VND Bn) 5.4
Foreign Ownership (%) 48.6
State Ownership (%) 0.0

ACCUMULATE +7%
CMP (VND) 49,600

Target price (VND) 52,000

Cash dividend in 12 months 1,000

FORECAST 2017A 2018A 2019F 2020F

Revenue 13,147 15,298 17,195 18,875

Growth (%) 21.1 16.4 12.4 9.8 

NPATMI 290 348 385 443 

Growth (%) 39.7 20.0 10.7 15.1 

ROA (%) 6.8 7.7 5.9 6.2

ROE (%) 44.2 35.6 24.7 23.0

EPS (VND) 7,247 4,270 4,714 5,321

Book Value (VND) 19,911 16,673 19,539 23,675

Cash dividend (VND) 0 1000 1,000 1000

P/E (x) N/A 14.5 10.6 9.4

P/B (x) N/A 4.2 2.6 2.1

FRT – A RATHER LONG-TERM PROSPECT



FRT – 6M 2019 review and forecast

Source: FRT
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Figure 4: Long Chau’s forecast
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o In Q2, Apple’s support policies
in reducing price helped FRT to
clear iPhone stock with a better
margin.

o Also from April, FRT finished
clearing inventory of old
accessory that had high COGS,
thus enjoyed higher gross
margin in Q2.

o Only 25 new FPT Shops in 6M,
behind the target of 100 new
stores in 2019.

o In our base scenario, in 2023,
Long Chau will have accounted
for ~20% of FRT’s revenue.

Source: Rong Viet Securities Source: Rong Viet Securities
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INVESTMENT RATIONALES
• Fast-paced growth from Software outsourcing and Digital transformation (DT)

o Overseas market is the growth driver, leading by increasing demand for software outsourcing

and DT, especially from developed countries those have high labor cost.

o Synergy with Intellinet (acquired in 2018) enhanced FPT’s abilities to provide all-in-one

contracts, from DT implementing to consulting, which results in a higher profit margin.

o Increasing in number of big clients helps strengthen FPT’s profile. In conjuction, Vietnam’s low

labor cost and FPT’s education system are advantages to maintain price competitive in

software services.

• Stable growth of Telecom services and potential from the Education segment.

o Number of broadband subscriptions just reaches 55% that of Vietnamese households -> room

from the remaining. Additionally, reducing loss in Pay TV thanks to economy of scale.

o FPT’s Education delivers high profit margin and is growing fast, supporting by FPT Software for

real-life practices and career opportunities.

• Valuation rerating due to changes in profit structure

o Software outsourcing and DT are forecasted contribute nearly 43% total PBT in 2020, from just

25% in 2017. The volatile in earnings from FPT IS and FPT Trading is no longer significant.

Hence, current P/E is undervalued, considering a better profit structure and the high growth.

RISKS TO OUR CALLS
• As the company is more dependent on global clients, unfavorable changes in international geo-

politics are considerable risks

• Fierer competition from domestic telecoms could slow down FPT Telecom’s growth.

STOCK INFO

Sector Technology

Market Cap ($ mn) 1,514
Current Shares O/S (mn shares) 678
3M Avg. Volume (K) 1,648
3M Avg. Trading Value (VND Bn) 79.1
Foreign Ownership (%) 49.0
State Ownership (%) 5.4

BUY +26%
CMP (VND) 52,000

Target price (VND) 63,500

Cash dividend in 12 months 2,000

FORECAST 2017A 2018A 2019F 2020F

Revenue 42,659 23,214 28,598 32,927

Growth (%) 7.9 (45.6) 23.2 15.1 

NPATMI 2,932 2,620 3,319 3,958 

Growth (%) 47.3 (10.6) 26.7 19.3 

ROA (%) 10.7 9.6 10.7 11.4

ROE (%) 23.8 18.7 21.9 22.3

EPS (VND) 5,521 3,899 4,894 5,836

Book Value (VND) 21,520 20,322 22,424 26,245

Cash dividend (VND) 1000 1000 2,000 2000

P/E (x) 10.3 9.9 10.8 9.1

P/B (x) 2.3 1.8 2.4 2.0

FPT – THRIVED FORWARD BY TECHNOLOGY



FPT – Software services taking the lead

Sources: FPT, Rong 
Viet Securities
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Figure 3: Profit-before-tax structure (VND bn) – Software services 
becoming the leader & less volatility from other segments
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