
  
 

Please see penultimate page for additional important disclosures.                                                                                                                                         Bloomberg: VDSC <GO> 

 1 

 

Looking back to the four-year history of Bach Hoa Xanh 

Son Tran – son.tt@vdsc.com.vn 

Late 2015 – early 2016: Initial experiment 

The Gioi Di Dong chain was still in its “golden era” and Dien May Xanh was just starting to pick up. MWG was growing at 60% 
annually in revenue and profit. Foreseeing that the smartphone market would soon be saturated and consumer electronics 
would not be enough to carry the high growth for long, MWG’s management started to think about a new retail market that is 
big enough for their long-term growth prospect while still fragmented with no industry leader. Foods & FMCG retail was the 
answer and Bach Hoa Xanh – the grocery chain was born in late 2015. 

MWG got the idea from Alfamart – top two largest grocery chain in Indonesia and tried to replicate it. The new chain must be in 
the size of a convenience store to penetrate into residential area while having a product mix of a “mini supermarket”. The very 
first Bach Hoa Xanh stores were just under 100 sqm and Binh Tan - the densest district in HCMC was chosen to experiment the 
new chain. 

Back then, MWG was expanding at a crazy pace, The Gioi Di Dong/ Dien May Xanh total storecount almost doubled in one year 
(from 629 to 1,206). There was not much resources left for Bach Hoa Xanh, it ended 2016 with just 40 stores.  

2017: Started to expand quickly 

Despite that The Gioi Di Dong and Dien May Xanh were still expanding very fast, their abundant cash flow was still enough to 
accelerate Bach Hoa Xanh. MWG had a very positive operating cash flow that year of nearly VND 2,700 bn after two negative 
years. Therefore, BHX’s problem was no longer its CAPEX needs, but finding a ‘success model’.  

In early 2017, MWG had 50 BHX stores, all in the Binh Tan district with average monthly sales/store of VND 1 bn and average 
ticket size of VND 50,000, these numbers were already outstanding compared to other minimart chains.  

It moved to Tan Phu and focused on penetrating these two crowded districts. However, store cannibalization started to take 
place and BHX’s average sales quickly decreased to just around VND 700 mn at the end of 2017, with 283 stores at that time. 

Also in 2017, BHX started to cooperate with big fresh food providers for a sustainable supply chain, namely Hoang Anh Gia Lai 
for fruits. 

2018: A complete change in store model 

BHX’s monthly sales were still in a downtrend and hit VND 600 mn/store in Feb 2018. MWG’s management realized it was 
because of the inappropriate model. Small stores deep into residential areas could not generate enough traffic and sales and 
the small size could only offer limited amount of SKUs that failed to meet customers’ daily needs. 

From Q2/2018 they completely changed BHX’s store model. Accordingly, new stores would be opened from standard (150-250 
sqm) to large size (300 sqm) located on main routes that lead to residential areas or right next to wet markets. Besides, new 
stores have bigger selling space and more SKUs for fresh produces, from ~100 of old model to 300-500 of new model. New KPI 
measurements were applied: friendly attitude, clean and well-organized selling space, food freshness, quick and precise food 
processing.  

As a result, monthly sales/store quickly recovered and reached VND 1.2 bn at the end of 2018. Because of the growing scale and 
higher fresh produce contribution in sales, BHX’s gross margin surged from 14% to 18% that year. It started to fill up HCMC and 
moved to other Southern provinces.  

Still, not all old-model stores were able to be enlarged and converted to new models, many of them were closed and it resulted 
in a lot of expenses.  

BHX ended 2018 with a total of 405 stores (90% in HCMC). It also accomplished an important milestone of EBITDA break even 
at store level in December 2018.  
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2019: Replicating the optimal model to other regions. 

It took MWG the first quarter of 2019 to completely convert/close all the remaining old-model stores before massively 
expanding BHX, there have been around 60 new stores every month since then.  

As fresh produce/total sales ratio already reached 50% and there is not much room to improve further, BHX switched the focus 
to optimizing procurement. Besides being able to negotiate better pricing from FMCG suppliers due to its bigger scale, BHX has 
been cutting more middleman (distributors) and working directly with more fresh food suppliers. Consequently, its gross margin 
went up from 18% to 20% YTD.  

At Oct 31st there was a total of 866 stores of which 452 were located in 20 provinces in the South- and South-Central Coast.  

The acceleration in store and DC expansion resulted in high expenses that revenues from current stores cannot cover yet. So 
far, after 4 years, BHX still has yet to make MWG profit. 

Moving forward, MWG set the target of completely break even for BHX in 2020. There is still a lot to improve but we believe BHX is 
following the right track.  
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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 2016 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 Floor 36, 444 Madison Avenue, Floor 36, New York, NY 10022. 
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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