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Grocery profitability miss is not a structural concern    
• We reiterate BUY and keep our target price as we revise our 2019F/2020F/2021F NPAT-MI by -

3%/-6%/0%; however, this was offset by a rollover of our valuation to YE2020.   

• Our lower earnings forecasts for 2019F-2020F are mainly driven by BHX’s (minimart chain) 

higher-than-expected opex, which is partly offset by an increase in the combined GPM of TGDD 

(mobile phone chain) and DMX (consumer electronics chain).  

• MWG looks attractive at a 3-yr PEG of 0.5, per our forecasts. Thanks to its top-notch execution, 

we believe MWG is best equipped to ride on Vietnam’s fast-growing modern retail sector.  

• While BHX is poised to miss its target of breaking even before G&A by YE2019 due to high opex, 

management’s outlook on its potential GPM exceeds our expectation. As such, we continue to be 

optimistic on BHX’s long-term profitability and project that it will contribute 16%/23% to MWG’s 

total NPAT-MI in 2022/2023. 

• In terms of store expansion, we trim our new store assumptions for DMX by 100 stores p.a. for 

2020F-2022F amid management’s priority of optimizing same-store sales. Meanwhile, we raise 

our YE2020F/YE2022F store count for BHX from 1,800/3,800 to 2,000/4,000.   

We anticipate continued strong growth from DMX in 2020 despite cutting our new store 

assumptions. We forecast DMX’s revenue to jump 26% in both 2019F and 2020F. Our upbeat 2020 

forecast is premised on (1) high single-digit SSSG backed by store layout upgrades in 2019, (2) a 

full contribution from 250 new stores opened in 2019F and (3) 50 new stores in 2020F. Regarding 

(1), nearly 500 DMX stores will be converted to a new layout in 2019F, which generally helps to 

improve sales/store by 30% vs the current layout thanks to a more extensive range of SKUs for 

electronics, small home appliances and kitchenware, per MWG. For store expansion, management 

hints at a deceleration in 2020F as it will focus on optimizing the existing stores’ performance.  

BHX’s profitability has progressed slower than expected in 2019, but large headroom for GPM 

expansion bodes well for its long-term outlook. We lift our 2019F net loss/sales for BHX from 

5.5% to 8.9% as (1) opex is tracking ahead of our expectation, partly due to low utilization of new 

distribution centers (DCs), and (2) as we curtail our average monthly sales/store for 2019F by 7% to 

VND1.4bn (USD61,000) because BHX’s sales/store temporarily dropped in September-October 

2019 due to rainy weather and understocking of fresh produce. We project BHX’s net margin to 

improve to -3.8% in 2020F and enter positive territory in 2021F on (1) GPM expansion, (2) operating 

leverage and (3) better store opex control. Per management, BHX’s GPM could widen by 3-4 ppts 

by YE2020 to ~24%-25%, aided by a broadening scale and larger contribution from private labels. 

These GPM targets are higher than our previous steady-state GPM assumption of 23.5% for BHX. 

Meanwhile, the understocking issues were caused by BHX’s excessive focus on minimizing its fresh 

produce wastage and spoilage rate; management already rectified this problem in mid-October. We 

project BHX’s average monthly sales/store will rise to VND1.5bn (USD66,000) in 2020F.    

        

 

Industry:  Retailing   2018 2019F 2020F 2021F 

Report Date:  November 26, 2019   Rev Growth 30.4% 20.2% 31.1% 19.7% 

Current Price: VND113,500  EPS Growth 24.3% 30.5% 30.7% 29.6% 

Current Target Price: VND215,000  GPM 17.7% 18.6% 19.6% 20.7% 

Last Target Price: VND215,000  NPM 3.3% 3.7% 3.8% 4.2% 

Upside to TP: +89.4%  EV/EBITDA 10.3x 8.0x 6.3x 5.1x 

Dividend Yield: 1.3%  P/Op CF 21.7x 13.8x 9.4x 6.2x 

TSR: +90.7%  P/E 17.0x 13.0x 10.0x 7.7x 

         

Market Cap:  USD2.1bn   MWG VNI   Company Overview 

MWG owns the leading mobile phone and consumer 

electronics chains in Vietnam with YE2018 market shares 

of 45% and 35%, respectively. To sustain strong long-

term growth, MWG is rolling out the Bach Hoa Xanh 

minimart chain. 

Foreign Room:  USD0  P/E (ttm)  13.7x 16.0x   

ADTV30D:  USD3.8mn  P/B (curr) 4.5x 2.3x   

State Ownership:  0%  Net D/E 0.2x N/A   

Outstanding Shares: 442.7mn  ROE 37.7% 14.7%   

Fully Diluted Shares:  442.7mn  ROA  12.7% 2.5%   

3-yr PEG 0.5   
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10M 2019 recap: DMX leads strong earnings 

The following comments were published in our November 22, 2019 edition of Vietnam Today.  

Figure 1: MWG’s 10M 2019 results 

VND bn 10M 2019 YoY 
Store count as of 

October 2019 

Revenue 84,723 17%   

TGDD 28,080 -4% 1,009(1) 

DMX  48,333 22% 937 

BHX 8,224 152% 886 

Others  86 51%  

NPAT 3,260 35%  

Online sales 10,895 11%   

Source: MWG, VCSC estimates ((1) including 14 Super Cheap Phones/DTSR stores) 

MWG’s upbeat earnings growth in 10M 2019 was primarily driven by DMX, GPM expansion 

and strengthening net financial income.   

- DMX spearheads growth. DMX’s 10M 2019 revenue jumped 22% YoY, driven by solid SSSG, 

new store openings (187 new stores in 10M 2019, including conversions of high-performing mobile 

stores to mini-DMX, to reach a total store count of 937 vs 750 as of YE2018) and layout optimization 

(425 mini-DMX stores were converted to the new layout in 10M 2019, including 90 in October 2019).  

- TGDD’s revenue slid due to conversion of high-performing stores to mini-DMX format. Due 

to this conversion, as of October 2019, TGDD’s store count shrunk to 995 (1,009 if including 14 

“Super Cheap Phones” stores, MWG’s new low-price format) vs 1,032 as of YE2018. Having said 

that, on a category basis, MWG’s mobile phone sales still grew by single digits in 10M 2019 despite 

an industry-wide decline.    

- TGDD and DMX’s combined GPM improved on the back of scale and product mix. Per 

management, TGDD and DMX’s combined GPM stepped up from 18% in Q2 2019 to 19.5% in Q3 

2019 and October 2019. We attribute this improvement to MWG’s widening scale and improved 

product mix that included a larger contribution from high-margin small appliances and kitchenware.  

- Roll-out of watches remains at high pace. MWG’s watch point-of-sales (shop-in-shop format) 

reached 174 as of October 2019 vs 42 as of July 2019. In October 2019, MWG sold ~75,500 watches 

(including both fashion and smart watches) vs nearly 50,000 watches in September 2019 and 

~34,000 in August 2019. In 10M 2019, MWG generated VND480bn (USD21mn) in watch revenue, 

equivalent to 0.6% of its total revenue.   

- YoY online sales growth continued to slow due to pricing adjustment. Online sales growth 

tapered down to 11% YoY in 10M 2019 vs 39% YoY in H1 2019. Per management, this growth 

slowdown was because MWG has cut down on promotions (e.g., price discount vouchers) since 

May 2019 on its online channel to better align its offline/online pricing. This adjustment will enable 

MWG to more effectively utilize its omnichannel in the sense that its online platform will better target 

customers who seek the convenience and service quality of online shopping rather than those 

chasing price discounts. The online pricing adjustment has not affected total sales, per management, 

as customers who were previously incentivized to order online because of promotional vouchers 

simply switched to purchasing directly at stores.  
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- BHX’s sales/store were affected by rainy weather and understocking in September-October 

2019; GPM and store expansion continue to make positive progress. We estimate BHX’s 

average sales/store fell to ~VND1.3bn (USD56,000) in October 2019 vs ~VND1.35bn (USD58,000) 

in September 2019 and more than VND1.5bn (USD64,000) in August 2019. Per MWG, this decline 

was due to rainy weather during September-October that affected the quality of fresh produce and 

also undermined store traffic during peak hours. In addition, MWG’s excessive focus on minimizing 

fresh produce spoilage caused understocking in BHX in September and the first half of October 

2019. Management rectified this issue in mid-October and sales have improved since.    

On the other hand, BHX’s GPM exceeded 20% at the end of October 2019 vs ~18% in December 

2018 on the back of increased direct sourcing and optimization of procurement.   

In terms of store expansion, BHX’s footprint coverage has widened to 20 provinces in the southern 

and South-Central Coast regions in addition to HCMC. We estimate that 91% of new BHX stores in 

10M 2019 (net of store closures) were outside of HCMC. As such, stores in these provinces now 

constitute 52% of BHX’s total store count as of October 2019 vs only 8% as of YE2018. Meanwhile, 

in October 2019, MWG upgraded 57 big-format BHX stores (~300 sqm/store) to the Double Shop 

format (which sells small appliances and kitchenware in addition to groceries), which increased the 

Double Shop store count to 63. Per management, in this format, small appliances and kitchenware 

contribute ~10% to store revenue.   

BHX’s target of reaching its breakeven point before G&A could be pushed out several months, 

mainly due to a low utilization of two DCs and four temporary warehouses outside of HCMC. As BHX 

ramps up its store openings in these provinces, their utilization will improve. Meanwhile, BHX’s two 

DCs in HCMC have operated at full capacity, serving more than 400 stores in total. 

 

Other business updates 

The following content was published in our analyst meeting note Business progress largely aligns 

with our expectations, dated November 13, 2019. 

Market share expansion in mobile phones and consumer electronics  

- Combined 9M 2019 SSSG of TGDD (mobile phone chain) and DMX (consumer electronics) was 

7%, similar to H1 2019.  

- MWG significantly outperformed the market across mobile phone and consumer electronics 

categories in 9M 2019.  

MWG’s 9M 2019 revenue growth by category vs market  

Category Overall market growth (YoY) MWG’s revenue growth (YoY) 

Mobile -4% +4% 

TVs -6% +4% 

Air conditioners +39% +67% 

Refrigerators +4% +18% 

Washing machines +1% +16% 

Source: MWG 

- Management expects the TV market will strengthen in 2020 thanks to multiple major soccer events, 

similar to what happened in 2018. In addition, management anticipates another strong year for air 

conditioners in 2020 as it expects to sell ~1.2 million units in 2020 vs ~850,000 units in 2019.  

  

http://www.vcsc.com.vn/
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2019 outlook: We trim our NPAT-MI forecast by 3%, primarily 

attributed to BHX 

Figure 2: VCSC's 2019 forecasts 

VND bn 2018 
2019F 

(old)  

2019F 

(new) 

2019F 

(new) 

YoY 

VCSC comments on 2019F 

Revenue 86,516 107,749 104,004 20%   

TGDD(1)  34,607 32,483 32,949 -5% 

We assume 45 (50 in our previous report) high-performing TGDD 

stores will be converted to mini-DMX in 2019 (total store count by 

YE2019: 987).  

Our forecast increases as we incorporate contribution from watches 

and DTSR (15 DTSR stores by YE2019F).  

DMX  47,584 63,716 59,949 26% 

Bolstered by high single-digit SSSG, 250 new stores (total store 

count by YE2019: 1,000) and full contribution from stores opened in 

2018.  

The downward forecast revision is due to our downward adjustment 

to SSSG as well as sales/new store. 

BHX  4,326 11,550 11,106 157% 

We project a total store count of 1,000 by YE2019 (vs 950 in our 

previous report) vs 405 stores as of YE2018. 

Despite a higher projected store count, we cut our forecast following 

the temporary slide in sales/store in September-October 2019.   

Online sales 12,350 16,022 12,325 0% 
We tone down our projected contribution from online sales owing to 

MWG’s pricing adjustment (mentioned on page 2).  

Gross profit 15,292 19,354 19,296 26% 

Despite our smaller revenue forecast, our gross profit projection for 

2019 stays almost unchanged as TGDD and DMX’s combined GPM 

surpasses our previous projection.     

Selling expenses -9,660 -12,166 -12,180 26% 

Despite a decrease in our revenue forecast, our selling expense 

projection for 2019 stays almost unchanged due to higher-than-

expected opex at BHX.    

G&A -1,762 -2,163 -2,092 19%  

EBIT 3,871 5,025 5,025 30%  

PBT 3,786 5,139 5,078 34% 
Growing faster than EBIT, aided by a strengthening net cash/debt 

position.  

NPAT-MI 2,879 3,982 3,863 34% 

We raise our estimated net loss from BHX in 2019 from VND635bn 

(USD27mn) to VND985bn (USD43mn) vs VND572bn (USD25mn) in 

2018.  

Excluding BHX, NPAT-MI would grow 40% YoY in 2019, per our 

projections.  

EPS (VND) 6,678 8,986 8,718 31% 
2019 EPS will be diluted by a 3% ESOP issuance completed at 

YE2018. 
       

GPM  17.7% 18.0% 18.6%  

We maintain our projection that BHX’s GPM will expand by ~3 ppts 

in 2019 vs 2018 to ~19% on the back of its ballooning scale and 

increased direct sourcing. 

Our forecast increases thanks to TGDD and DMX.  

Selling exp/revenue % 11.2% 11.3% 11.7%   

G&A/revenue %  2.0% 2.0% 2.0%   

EBIT margin  4.5% 4.7% 4.8%   

NPAT-MI margin 3.3% 3.7% 3.7%    

Effective tax rate  23.9% 22.5% 23.9%  Losses from BHX are not tax-deductible and will be carried forward. 

Source: MWG, VCSC; (1) Including DTSR 
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2020 outlook: DMX to remain key growth driver while we 

expect BHX’s net margin to improve   

Figure 3: VCSC's 2020 forecasts 

VND bn 2019F  2020F  YoY VCSC comments on 2020F 

Revenue 104,004 136,316 31%   

TGDD(1)  32,949 32,969 0% 

We assume 30 (50 in our previous report) high-performing TGDD 

stores will be converted to mini-DMX in 2020 (total store count by 

YE2019: 957). However, we expect 2020F revenue will be 

propped up by a bigger contribution from watches (a total of ~500 

watch shops by mid-2020 vs ~200 as of YE2019F).  

DMX  59,949 75,734 26% 

Bolstered by high single-digit SSSG, 50 new stores (total store 

count by YE2020: 1,050), and full contribution from stores opened 

in 2019. 

BHX  11,106 27,613 149% 

We project a total store count of 2,000 by YE2020 (1,800 in our 

previous report) vs 1,000 by YE2019. 

We further project that BHX’s blended monthly sales/store will 

advance by 7% YoY to VND1.5bn (USD66,000) as it fixes the 

understocking problems that occurred during September-October 

2019 in addition to underlying SSSG.    

Online sales 12,325 12,325 0% 

4M 2019 was a high base for online sales as MWG only started 

to implement the new pricing policy in May 2019 (as mentioned 

on page 2).  

Gross profit 19,296 26,728 39%  

Selling expenses -12,180 -17,520 44%  

G&A -2,092 -2,665 27%  

EBIT 5,025 6,544 30%  

PBT 5,078 6,720 32% 
Growing faster than EBIT, aided by a strengthening net cash/debt 

position. 

NPAT-MI 3,863 5,165 34% 

Estimated net loss from BHX is projected to inch up from 

VND985bn (USD43mn) in 2019 to VND1.04tn (USD45mn) in 

2020. The expected improvement in net margin will be driven by 

higher sales/store as well as GPM, improved store opex and 

operating leverage.  

Excluding BHX, NPAT-MI would grow 28% YoY in 2020, per our 

projections.  

EPS (VND) 8,718 11,393 31% 
2020 EPS will be diluted by a 2.4% ESOP issuance expected to 

be completed at YE2019. 
     

GPM  18.6% 19.6%  

We project BHX’s GPM to expand by ~3 ppts in 2020 vs 2019 to 

22% on the back of its ballooning scale, increased direct sourcing, 

initiatives to reduce the spoilage rate for fresh produce and roll-

out of private labels. 

We also conservatively assume the combined GPM of TGDD and 

DMX will step up by 0.5 ppt YoY to 19% in 2020F vs 19.5% 

achieved in Q3 2019.  

Selling exp/revenue % 11.7% 12.9%  
BHX is estimated to have higher selling expenses as a percentage 

of sales. 

G&A/revenue %  2.0% 2.0%   

EBIT margin  4.8% 4.8%    

NPAT-MI margin 3.7% 3.8%    

Effective tax rate  23.9% 23.1%  
Losses from BHX are not tax-deductible and will be carried 

forward. 

Source: VCSC; (1) Including DTSR 
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Valuation 

We value MWG using a sum-of-the-parts method including (1) a five-year DCF for the mobile and 

consumer electronics businesses and (2) a nine-year DCF for the minimart business. We apply a higher 

cost of equity (20%) to the minimart business to reflect the high uncertainty of our long-term 

assumptions given that BHX remains in its early stages. Meanwhile, we do not employ a peer-based 

valuation for MWG owing to a limited comparable universe.  

Figure 4: Summary of VCSC’s valuation for MWG  

 Method Equity value (VND bn) Equity value/share (VND) 

TGDD & DMX DCF 83,167 183,467 

BHX DCF 14,249 31,434 

Target Price     214,901 

2019F/2020F PER at TP    24.7x/18.9x 

2019F/2020F PER at TP (TGDD & DMX)  16.8x/13.4x 

Source: VCSC 

 

Discounted Cash Flows – TGDD and DMX  

Figure 5: DCF Valuation  

Cost of Capital 
Previous 

Report 
Revised  FCFF (Five Year) – VND bn   

Beta 0.8 0.8   PV of Free Cash Flows 28,538 

Market Risk Premium % 8.4 8.7  PV of Terminal Val (1.5% g) 56,691 

Risk Free Rate % 4.5 4.5   PV of FCF and TV 85,228 

Cost of Equity % 11.2 11.5  + Cash & ST investments 7,973 

Cost of Debt % 8.0 8.0   -  Debt -10,034 

Debt %  10 10  -  Minority Interest 0 

Equity % 90 90   Equity Value 83,167 

Corporate Tax Rate % 20 20  Shares (mn) 453* 

WACC % 10.7 11.0   Value per share, VND 183,467 

Source: VCSC (*including a 2.4% ESOP issuance expected to be completed by YE2019) 

 
Figure 6: Cash flows (VND bn)  

 2020F 2021F 2022F 2023F 2024F 

Earnings before interest and tax  8,365 9,112 9,938 10,922 12,122 

- Tax -1,673 -1,822 -1,988 -2,184 -2,424 

+ Depreciation 1,140 971 660 551 62 

- Capex -398 -412 -226 -241 -258 

- Working cap increase -862 -528 -455 -588 -622 

Free Cash Flow 6,572 7,320 7,930 8,460 8,879 

Present Value of FCF 5,924 5,946 5,806 5,582 5,280 

Cumulative PV of FCF 5,924 11,869 17,675 23,257 28,538 

Source: VCSC 

Figure 7: Sensitivity analysis of our target price for MWG in relation to TGDD and DMX DCF’s 

WACC and terminal growth rate, ceteris paribus 
MWG Target 

Price (VND) 
 WACC 

Terminal growth 

(g) 

 10.0% 10.5% 11.0% 11.5% 12.0% 

0.5% 207,010 204,382 201,824 199,335 196,911 

1.0% 213,507 210,734 208,034 205,407 202,849 

1.5% 220,692 217,757 214,901 212,121 209,415 

2.0% 228,680 225,566 222,535 219,585 216,714 

2.5% 237,612 234,297 231,072 227,932 224,876 

Source: VCSC  

http://www.vcsc.com.vn/
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Discounted Cash Flows – BHX 

Figure 8: DCF Valuation  

Cost of Capital 
Previous 

Report 
Revised  FCFF (Five Year) – VND bn   

Beta NA NA   PV of Free Cash Flow 4,754 

Market Risk Premium % NA NA  PV of Terminal Val (5.0% g) 9,496 

Risk Free Rate % NA NA   PV of FCF and TV 14,249 

Cost of Equity % 20% 20%  + Cash & ST investments 0 

Cost of Debt % NA NA   -  Debt 0 

Debt %  NA NA  -  Minority Interest 0 

Equity % 100% 100%   Equity Value  14,249 

Corporate Tax Rate % 20% 20%  Shares (mn) 453* 

WACC % 20% 20%   Value per share, VND 31,434  

Source: VCSC (*including a 2.4% ESOP issuance expected to be completed by YE2019) 

Figure 9: Cash flows 

VND bn 2020F 2021F 2022F 2023F 2024F 2025F 2026F 2027F 2028F 

EBIT -1,042 90 1,430 2,774 4,398 5,865 6,947 8,012 8,850 

- Tax 0 0 0 -312 -880 -1,173 -1,389 -1,602 -1,770 

+ Depreciation 628 1,035 1,381 1,732 1,957 2,035 2,036 2,037 2,244 

- Capex   -2,061 -2,065 -2,069 -2,073 -2,073 -2,073 -2,073 -2,073 -2,073 

- WC increase -720 -187 -98 -294 -297 -310 -274 -255 -251 

Free Cash Flow -3,196 -1,128 644 1,827 3,105 4,344 5,247 6,117 6,999 

PV of FCF -2,663 -783 373 881 1,248 1,455 1,464 1,423 1,357 

Cumulative PV of FCF -2,663 -3,446 -3,074 -2,193 -945 510 1,975 3,397 4,754 

Source: VCSC 

Figure 10: Sensitivity analysis of our target price for MWG in relation to BHX DCF’s WACC 

and terminal growth rate, ceteris paribus  

MWG Target 
Price (VND) 

 WACC 

Terminal growth 
(g) 

 10.0% 15.0% 20.0% 25.0% 30.0% 

3.0% 303,621 237,068 212,085 199,836 192,970 

4.0% 320,772 240,892 213,405 200,397 193,239 

5.0% 344,782 245,481 214,901 201,014 193,530 

6.0% 380,797 251,089 216,611 201,696 193,846 

7.0% 440,823 258,100 218,584 202,453 194,189 

Source: VCSC 

Figure 11: VCSC's 2019-2028 forecasts for BHX 

VND bn  2019F 2020F 2021F 2022F 2023F 2024F 2025F 2026F 2027F 2028F 

YE store count  1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000 9,000 10,000 

Revenue 11,106 27,613 46,875 66,922 86,652 106,808 127,425 144,896 162,071 178,935 

GPM 19.0% 22.0% 25.0% 26.5% 27.5% 28.3% 28.5% 28.5% 28.5% 28.5% 

Gross profit 2,110 6,075 11,719 17,734 23,829 30,173 36,316 41,295 46,190 50,996 

Selling expenses 2,818 6,565 10,738 15,100 19,496 23,853 28,158 31,740 35,261 38,926 

% of revenue 25.4% 23.8% 22.9% 22.6% 22.5% 22.3% 22.1% 21.9% 21.8% 21.8% 

G&A 278 552 891 1,205 1,560 1,923 2,294 2,608 2,917 3,221 

% of revenue 2.5% 2.0% 1.9% 1.8% 1.8% 1.8% 1.8% 1.8% 1.8% 1.8% 

EBIT -985 -1,042 90 1,430 2,774 4,398 5,865 6,947 8,012 8,850 

EBITDA -686 -414 1,125 2,811 4,506 6,355 7,900 8,984 10,048 11,094 

Depreciation 299 628 1,035 1,381 1,732 1,957 2,035 2,036 2,037 2,244 

PBT -985 -1,042 90 1,430 2,774 4,398 5,865 6,947 8,012 8,850 

NPAT -985 -1,042 90 1,430 2,462 3,518 4,692 5,558 6,409 7,080 

NPAT margin -8.9% -3.8% 0.2% 2.1% 2.8% 3.3% 3.7% 3.8% 4.0% 4.0% 

EBITDA margin -6.2% -1.5% 2.4% 4.2% 5.2% 6.0% 6.2% 6.2% 6.2% 6.2% 

Source: VCSC 

http://www.vcsc.com.vn/
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Recommendation History  

Figure 12: Historical VCSC target price vs share price (VND, adjusted for stock splits)  

 

Source: Bloomberg & VCSC 
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HOLD 
Financial Statements 

P&L  (VND bn) 2018 2019F 2020F 2021F  B/S  (VND bn) 2018 2019F 2020F 2021F 

Revenue 86,516 104,004 136,316 163,206  Cash & equivalents 3,750 1,445 1,761 4,876 

 COGS -71,224 -84,708 -109,588 -129,384  ST investment 51 6,000 8,000 10,000 

Gross Profit 15,292 19,296 26,728 33,822  Accounts receivables 380 570 747 894 

 Sales & Marketing exp -9,660 -12,180 -17,520 -22,461  Inventories 17,446 19,580 22,931 25,815 

 General & Admin exp -1,762 -2,092 -2,665 -3,147  Other current assets 1,763 2,119 2,778 3,326 

Operating Profit  3,871 5,025 6,544 8,214  Total Current assets 23,390 29,714 36,216 44,911 

  Financial income 342 598 769 978  Fix assets, gross 6,067 8,507 10,966 13,444 

  Financial expenses -437 -555 -603 -603  - Depreciation -2,489 -4,018 -5,752 -7,723 

   - o/w interest expense -436 -555 -603 -603  Fix assets, net 3,578 4,489 5,215 5,722 

  Associates -2 -2 -2 -2  LT investment 60 60 60 60 

  Net other income/(loss) 12 12 12 12  LT assets other 1,113 1,113 1,113 1,113 

Profit before Tax 3,786 5,078 6,720 8,599  Total LT assets 4,751 5,661 6,387 6,894 

  Income Tax -906 -1,213 -1,553 -1,702  Total Assets 28,140 35,375 42,604 51,805 

NPAT before MI 2,880 3,865 5,168 6,897       

  Minority Interest -2 -2 -3 -4  Accounts payable 8,253 8,883 10,195 11,984 

NPAT less MI, reported  2,879 3,863 5,165 6,894  Short-term debt 5,797 8,797 8,797 8,797 

NPAT less MI, adjusted(1)  2,879 3,863 5,165 6,894  Other ST liabilities 3,858 4,160 5,453 6,528 

          Total current liabilities 17,907 21,840 24,445 27,309 

EBITDA 5,094 6,554 8,275 10,181  Long term debt 1,248 1,248 1,248 1,248 

EPS reported, VND 6,678 8,718 11,393 14,764  Other LT liabilities 2 2 2 2 

EPS adjusted(1), VND 6,678 8,718 11,393 14,764  Total Liabilities 19,157 23,090 25,695 28,559 

EPS diluted, adj(1), VND 6,678 8,718 11,393 14,764       

DPS, VND 1,127 1,500 1,500 1,500  Preferred Equity 0 0 0 0 

DPS/EPS (%) 17% 17% 13% 10%  Paid in capital 4,435 4,537 4,673 4,813 
(1)Adjusted for one-offs      Share premium 552 552 552 552 

RATIOS 2018 2019F 2020F 2021F  Retained earnings 3,990 7,188 11,673 17,866 

Growth      Other equity 1 1 1 1 

Revenue growth 30.4% 20.2% 31.1% 19.7%  Minority interest 6 8 11 15 

Op profit (EBIT) growth  39.3% 29.8% 30.2% 25.5%  Total equity 8,983 12,285 16,909 23,246 

PBT growth  34.8% 34.1% 32.3% 28.0%  Liabilities & equity 28,140 35,375 42,604 51,805 

EPS growth, adjusted 24.3% 30.5% 30.7% 29.6%           

          Y/E shares out, mn 443.1 453.3 466.9 480.9 

Profitability      Y/E treasury shares, mn 0.4 0.4 0.4 0.4 

Gross Profit Margin  17.7% 18.6% 19.6% 20.7%  CASH FLOW  (VND bn) 2018 2019F 2020F 2021F 

Op Profit, (EBIT) Margin  4.5% 4.8% 4.8% 5.0%  Beginning Cash Balance 3,411 3,750 1,445 1,761 

EBITDA Margin  5.9% 6.3% 6.1% 6.2%  Net Income 2,879 3,863 5,165 6,894 

NPAT-MI Margin, adj,  3.3% 3.7% 3.8% 4.2%  Dep, & amortization 1,223 1,529 1,734 1,971 

ROE  38.7% 36.4% 35.4% 34.4%  Chge in Working Cap -2,134 -1,747 -1,582 -715 

ROA  11.3% 12.2% 13.3% 14.6%  Other adjustments 346 2 3 4 

        Cash from Operations 2,313 3,647 5,319 8,153 

Efficiency               

Days Inventory On Hand       75.6        79.8         70.8         68.8   Capital Expenditures, net -1,484 -2,440 -2,460 -2,478 

Days Accts, Receivable         3.8          1.7          1.8          1.8   Investments, net -914 -5,949 -2,000 -2,000 

Days Accts, Payable       37.2        36.0         30.8         30.6   Cash from Investments -2,396 -8,389 -4,460 -4,478 

Cash Conversion Days       42.2        45.4         41.7         40.0            

          Dividends Paid -486 -665 -680 -700 

Liquidity      ∆ in Share Capital 704 102 136 140 

Current Ratio x         1.3          1.4          1.5          1.6   ∆ in ST debt 193 3,000 0 0 

Quick Ratio x         0.2          0.4          0.4          0.6   ∆ in LT debt 56 0 0 0 

Cash Ratio x         0.2          0.3          0.4          0.5   Other financing C/F -45 0 0 0 

Debt / Assets  25.0% 28.4% 23.6% 19.4%  Cash from Financing 422 2,437 -544 -560 

Debt / Capital  44.0% 45.0% 37.3% 30.2%       

Net Debt / Equity  36.1% 21.2% 1.7% -20.8%  Net Change in Cash 339 -2,305 316 3,115 

Interest Coverage x         8.8          9.0         10.9         13.6   Ending Cash Balance 3,750 1,445 1,761 4,876 
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HOLD 
Rating and Valuation Methodology 

Stock ratings are set based on projected total shareholder return (TSR), defined as (target price – current price)/current 

price + dividend yield, and are not related to market performance. 

Equity rating key Definition 

BUY If the projected TSR is 20% or higher 

OUTPERFORM If the projected TSR is between 10% and 20% 

MARKET PERFORM If the projected TSR is between -10% and 10% 

UNDERPERFORM If the projected TSR is between -10% and -20% 

SELL If the projected TSR is -20% or lower 

NOT RATED 

The company is or may be covered by the Research Department but no rating or target 

price is assigned either voluntarily or to comply with applicable regulation and/or firm 

policies in certain circumstances, including when VCSC is acting in an advisory capacity in 

a merger or strategic transaction involving the company. 

RATING SUSPENDED, 

COVERAGE 

TERMINATED 

A rating may be suspended, or coverage terminated, if fundamental information is deemed 

insufficient to determine a target price or investment rating or due to a reallocation of 

research resources. Any previous investment rating and target price are no longer in effect. 

Unless otherwise specified, these performance parameters are set with a 12-month horizon. Movement in share prices may 

cause a temporary mismatch between the latest published rating and projected TSR for a stock based on its market price 

and the latest published target price.  

Target prices are generally based on the analyst's assessment of the stock’s fair value over a 12-month horizon. However, 

the target price may differ from the analyst’s fair value if the analyst believes that the market will not price the stock in line 

with assessed fair value over the specified time horizon. 

Risks: Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely 

affect the value, price or income of any security or related instrument mentioned in this report. For investment advice, trade 

execution or other enquiries, clients should contact their local sales representative. 
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HOLD 
Disclaimer 

Analyst Certification of Independence 

I, Phap Dang, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers. 

I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed 

in this report. The equity research analysts responsible for the preparation of this report receive compensation based upon various factors, 

including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which include revenues from, 

among other business units, Institutional Equities and Investment Banking. 

VCSC and its officers, directors and employees may have positions in any securities mentioned in this document (or in any  related investment) 

and may from time to time add to or dispose of any such securities (or investment).VCSC may have, within the last three years, served as 

manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the entities 

mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in 

relation to the investment concerned or a related investment. 

Copyright 2013 Viet Capital Securities Company “VCSC”. All rights reserved. This report has been prepared on the basis of information believed 

to be reliable at the time of publication. VCSC makes no representation or warranty regarding the completeness and accuracy of such 

information. Opinions, estimates and projection expressed in this report represent the current views of the author at the date of publication 

only. They do not necessarily reflect the opinions of VCSC and are subject to change without notice. This report is provided, for information 

purposes only, to institutional investors and retail clients of VCSC in Vietnam and overseas in accordance to relevant laws and regulations 

explicit to the country where this report is distributed, and does not constitute an offer or solicitation to buy or sell any securities discussed 

herein in any jurisdiction. Investors must make their investment decisions based upon independent advice subject to their particular financial 

situation and investment objectives. This report may not be copied, reproduced, published or redistributed by any person for any purpose 

without the written permission of an authorized representative of VCSC. Please cite sources when quoting. 

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by 

VCSC issued by VCSC has been prepared in accordance with VCSC’s policies for managing conflicts of interest arising as a result of publication 

and distribution of investment research. Many European regulators require a firm to establish, implement and maintain such a policy. This 

report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets 

Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not be acted on or 

relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is only available to 

relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons regarded 

as professional investors (or equivalent) in their home jurisdiction. Australia: This material is issued and distributed by VCSC in Australia to 

"wholesale clients" only. VCSC does not issue or distribute this material to "retail clients". The recipient of this material must not distribute it to 

any third party or outside Australia without the prior written consent of VCSC. For the purposes of this paragraph the terms "wholesale client" 

and "retail client" have the meanings given to them in section 761G of the Corporations Act 2001. Hong Kong: The 1% ownership disclosure 

as of the previous month end satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by 

or Registered with the Securities and Futures Commission. (For research published within the first ten days of the month, the disclosure may 

be based on the month end data from two months prior.) Japan: There is a risk that a loss may occur due to a change in the price of the shares 

in the case of share trading, and that a loss may occur due to the exchange rate in the case of foreign share trading. In the case of share 

trading, VCSC will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the commission 

rate which was individually agreed between VCSC and the customer in advance. Korea: This report may have been edited or contributed to 

from time to time by affiliates of VCSC. Singapore: VCSC and/or its affiliates may have a holding in any of the securities discussed in this 

report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures section above. India: For 

private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand: This material is issued and distributed 

by VCSC in New Zealand only to persons whose principal business is the investment of money or who, in the course of and for the purposes 

of their business, habitually invest money. VCSC does not issue or distribute this material to members of "the public" as determined in 

accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to any third party or outside New 

Zealand without the prior written consent of VCSC. Canada: The information contained herein is not, and under no circumstances is to be 

construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of an offer to buy 

securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities described herein in Canada will 

be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a 

dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement 

in the relevant province or territory of Canada in which such offer or sale is made. The information contained herein is under no circumstances 

to be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that 

the information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or 

territory of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission or similar 

regulatory authority in Canada has reviewed or in any way passed judgment upon these materials, the information contained herein or the 

merits of the securities described herein, and any representation to the contrary is an offence. Dubai: This report has been issued to persons 

regarded as professional clients as defined under the DFSA rules. United States: This research report prepared by VCSC is distributed in the 

United States to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended) only by 

Decker&Co, LLC, a broker-dealer registered in the US (registered under Section 15 of Securities Exchange Act of 1934, as amended). All 

responsibility for the distribution of this report by Decker&Co, LLC in the US shall be borne by Decker&Co, LLC. All resulting transactions by a 

US person or entity should be effected through a registered broker-dealer in the US. This report is not directed at you if VCSC Broker or 

Decker&Co, LLC is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy 

yourself before reading it that Decker&Co, LLC and VCSC is permitted to provide research material concerning investment to you under 

relevant legislation and regulations. 
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Contacts 

 

Corporate  

www.vcsc.com.vn  

Head Office Hanoi Branch 

Bitexco Financial Tower, 2 Hai Trieu Street 109 Tran Hung Dao 

District 1, HCMC Hoan Kiem District, Hanoi 

+84 28 3914 3588 +84 24 6262 6999 

  

Transaction Office Transaction Office 

10 Nguyen Hue Street 236-238 Nguyen Cong Tru Street 

District 1, HCMC District 1, HCMC 

+84 28 3914 3588 +84 28 3914 3588 

  

Research  

Research Team: +84 28 3914 3588 Alastair Macdonald, Head of Research, ext 105 

research@vcsc.com.vn alastair.macdonald@vcsc.com.vn 

  

Banks and Securities Macro and Insurance 

Long Ngo, Associate Director, ext 123 - Cameron Joyce, Manager, ext 163 

- Nghia Dien, Analyst, ext 138 Macro 

- Anh Dinh, Analyst, ext 139 - Luong Hoang, Senior Analyst, ext 364 

- Truc Ngo, Analyst, ext 116 - Nguyen Truong, Analyst, ext 132 

  

Consumer and Pharma Oil & Gas and Power 

Phap Dang, Associate Director, ext 143 Duong Dinh, Senior Manager, ext 140 

 - Dao Nguyen, Manager, ext 185 - Tram Ngo, Senior Analyst, ext 135 

 - Ha Dao, Analyst, ext 194 - Thanh Nguyen, Analyst, ext 173 

 - Duc Le, Analyst, ext 196 

  

Real Estate, Construction and Materials Industrials and Transportation 

Hong Luu, Senior Manager, ext 120 - Nam Hoang, Senior Analyst, ext 124 

 - Anh Nguyen, Senior Analyst, ext 174 - Dang Thai, Analyst, ext 149 

 - Vy Nguyen, Senior Analyst, ext 147  

  

Retail Client Research  

Duc Vu, Senior Manager, ext 363  

- Nghia Le, Analyst, ext 181  

- Tra Vuong, Analyst, ext 365  

- Trung Nguyen, Analyst, ext 129  

  

Institutional Sales and Brokerage 

& Foreign Individuals  

Dung Nguyen  

+84 28 3914 3588, ext 136  

dung.nguyen@vcsc.com.vn  

  

Retail & Corporate Brokerage  

Ho Chi Minh City Hanoi 

Quynh Chau Quang Nguyen 

+84 28 3914 3588, ext 222 +84 24 6262 6999, ext 312 

quynh.chau@vcsc.com.vn quang.nguyen@vcsc.com.vn 
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