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COVID-19 outbreak poses significant near-term risk     
 We reiterate BUY despite cutting our target price by 41%, which is premised on (1) downward 

revisions of 29%/23%/20% to 2020F/2021F/2022F NPAT as the COVID-19 outbreak has been 

worse than our initial assumption and (2) a new valuation discount of 30% to TGDD/DMX to reflect 

risk of a prolonged outbreak — a material risk to ‘non-essential’ retail businesses. We will 

reassess this valuation discount in the future once the outbreak shows clear signs of fading.  

 We now project the combined NPAT of TGDD (mobile) and DMX (consumer electronics/CE) to 

slide 8% in 2020 (vs an increase of 21% previously), assuming that COVID-19’s disruptions to 

economic activity will peak by the end of H1 2020 (vs end-Q1 2020 previously). 

 We forecast earnings growth of TGDD and DMX to rebound to double-digit levels in 2021F-2022F 

as consumption and business activities recover from the COVID-19 crisis. 

 BHX (grocery): Thanks to a rising GPM, operating leverage and improved cost control, we expect 

BHX’s profitability to continually improve. We project BHX will contribute 17%/26% to NPAT in 

2022F/2023F, backed by a total store count of ~4,000/~5,000 vs 1,008 as of YE2019. 

 MWG is trading at an appealing three-year PEG of 0.3 against our EPS CAGR forecast of 20% 

during 2019-2022F. We believe MWG, backed by its robust management and financial 

capabilities as well as its dominant scale vs competitors, will weather the COVID-19 crisis. 

 Downside risks to our positive view: Slower-than-expected store roll-out and profitability progress 

for BHX; an extended COVID-19 outbreak that could hurt consumer spending on phones and 

consumer electronics and cause longer-than-expected store shutdowns and supply shortages. 

In our base case, we conservatively assume 25% of TGDD/DMX store count will be closed for 

an entire month (April). Per MWG, up to now, ~10% of TGDD’s and DMX’s stores have been 

closed, most of which are in Hanoi. That said, due to the complications of COVID-19 and the 

Government’s directive issued on March 31, 2020, to suspend all non-essential services – especially 

in big cities – we opt for conservatism. See the body of our report for our further scenario analysis.  

Management to focus on improving productivity and cost optimization to cushion adverse 

impact from COVID-19. Since mid-March 2020, we have observed that Vietnamese consumers 

have become much more cautious in response to COVID-19, which in turn has dampened 

discretionary spending and retail footfall. We project the blended sales/store of TGDD and DMX will 

sink 17% YoY, causing their combined revenue to drop 12% YoY in 2020. Nevertheless, we expect 

their combined earnings to see a smaller decline (-8% YoY) in 2020 on the back of a scale and mix-

driven GPM expansion and cost-saving initiatives such as lifting staff productivity, rent renegotiation 

and rationalized store operating expenses. 

We expect MWG’s dominant market position will be cemented after COVID-19 subsides. We 

believe the virus’ impact on smaller competitors – which have weaker financial muscle – is more 

profound than MWG. As such, we expect MWG to further consolidate market share going forward. 

        

 

Industry:  Retailing   2019 2020F 2021F 2022F 

Report Date: April 3, 2020  Rev Growth 18.1% 4.2% 25.8% 16.3% 

Current Price: VND61,200  EPS Growth 29.6% -7.5% 41.1% 32.3% 

Current Target Price: VND125,800  GPM 19.1% 21.1% 21.8% 22.7% 

Last Target Price: VND212,200  NPM 3.8% 3.4% 3.9% 4.5% 

Upside to TP: +105.6%  EV/EBITDA 5.6x 5.3x 4.1x 3.3x 

Dividend Yield: +0.0%(1)  P/Op CF NM 3.8x 4.2x 4.1x 

TSR: +105.6%  P/E 7.1x 7.6x 5.4x 4.1x 

         

Market Cap:  USD1.2bn   MWG VNI   Company Overview 

MWG owns the leading mobile phone and consumer 

electronics chains in Vietnam with YE2019 market shares 

of 48% and 38%, respectively. To sustain strong long-

term growth, MWG is rolling out the Bach Hoa Xanh 

minimart chain. 

Foreign Room:  USD0.0  P/E (ttm)  7.1x 10.5x   

ADTV30D:  USD4.7mn  P/B (curr) 2.3x 1.5x   

State Ownership:  0%  Net D/E 65.1% N/A   

Outstanding Shares: 452.9mn  ROE 36.3% 14.8%   

Fully Diluted Shares:  452.9mn  ROA  11.0% 2.5%   

3-yr PEG 0.3  (1) We assume MWG will cancel its FY2019 dividend 
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2M 2020: NPAT growth decelerated in February as COVID-19’s 

impact began to kick in 

Figure 1: MWG’s 2M 2020 results 

VND bn  
2M  

2019  

2M 

2020  
YoY  

# 

stores 

as of 

2M 

2019 

# 

stores 

as of 

2M 

2020 

VCSC comments on 2M 2020 results 

Revenue  17,396 20,541 18%      

TGDD(1) 5,920 5,916 0% 1,027 1,015  

* We estimate that the average monthly 

sales/store of TGDD reached 

VND3.0bn (USD127,800) in 2M 2020, 

+3% YoY.  

* In 2M 2020, watches contributed 

VND300bn (USD13mn) in revenue, 

equivalent to 5% of TGDD’s revenue. 

DMX  10,461 12,037 15% 766 1,028  

* Mostly driven by contributions from 

new stores opened in 2019, while we 

estimate that average sales/store of 

DMX slumped by 23% YoY in February 

2020 to VND4bn (USD171,700). 

* We attribute the above sales/store 

decline to (1) negative impact from 

COVID-19 on consumer income and 

sentiment as well as retail footfall, and 

(2) a broadening store count 

contribution from mini-DMX, which 

generates lower sales/store than the 

standard DMX format. 

BHX  1,015 2,588 155% 423 1,068  

* Average sales/store were solid at 

VND1.5bn (USD64,000) in 2M 2020, 

+21% YoY, per our estimate. In our 

opinion, grocery, among other necessity 

products, should not be materially 

affected by the COVID-19 outbreak. 

NPAT  729 845 16%     

Online 

sales  
3,021 1,218 -60%     

Reported online sales growth 

nosedived because MWG has cut down 

on promotions (e.g., price discount 

vouchers) on its online channel to better 

align its offline/online pricing since May 

2019. This online pricing adjustment 

has not affected total sales, per 

management, as customers who were 

previously incentivized to order online 

because of the promotional vouchers 

simply switched to purchasing directly 

at stores.        

Source: MWG, VCSC; (1) including “Super Cheap Phones” stores – MWG’s low-price format 
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2020F: NPAT-MI to fall 5% as we assume a one-month 

shutdown for 25% of TGDD’s and DMX’s store count as part 

of the Government’s countermeasures against COVID-19   

In this report, we focus our scenario analysis on TGDD and DMX. Unlike TGDD and DMX, BHX 

provides essential goods and services that will not be subject to the Government’s potential forced 

shutdown. In fact, BHX has benefited from consumers stocking up on necessity products as well as 

their priority for safety that has driven them away from wet markets. 

The core components of our scenario analysis include: (1) Monthly sales/store of TGDD and 

DMX, (2) the number of stores subject to a forced shutdown and the duration of such shutdown, (3) 

assumptions on MWG’s cost optimization efforts and (4) the total monthly expenses per store that 

MWG needs to bear in case of a shutdown. 

Our base case calls for a peak of COVID-19’s disruptions to economic activity by end-Q2 2020 

(vs end-Q1 2020 in our previous report), with an understanding that the COVID-19 outbreak 

remains a fluid and highly unpredictable situation that might necessitate adjustments to our base-

case assumptions in the future. As part of our base case, we assume economic activity and 

consumer spending will begin to recover in H2 2020. However, we do not expect a full normalization 

(i.e., as if COVID-19 never occurred) in consumer spending in H2 2020-2021 because we think the 

loss of consumer income due to the outbreak will have a lasting impact on overall consumer 

purchasing power and spending propensity. 

Our base case assumes that 25% of TGDD and DMX stores will be shut down for effectively 

an entire month, which – for the sake of our scenario analysis – we assume will be April 2020 

in this report. The Government announced ‘Directive 16’ on March 31, 2020, to temporarily suspend 

all non-essential services nationwide until at least April 15, 2020. Although up to now, mandatory 

mass store shutdowns have only occurred for MWG in Hanoi, in our base case, we still 

conservatively assume other cities will follow suit amid the recent escalation in COVID-19 in Vietnam 

and the Government’s strict approach in containing the disease’s spread. This risk is most 

pronounced in the five big cities of HCMC, Hanoi, Da Nang, Can Tho and Hai Phong due to their 

high population density. As of March 27, 2020, MWG has 307 TGDD stores and 249 DMX stores in 

these five cities.  

Overall, under our estimates and projections, MWG will incur VND321mn (USD13,700) of total 

monthly expenses for each closed store, of which the majority will come from staff salaries (~44% 

of total expenses), depreciation (19%), G&A (19%) and rent (13%). Our estimates and projections 

are summarized in Figures 2 & 3. 

 
Figure 2: VCSC’s base case assumptions for TGDD and DMX’s sales/store and number of 
closed/operating stores throughout 2020 

 VND bn Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

Sales/store             

TGDD 3.3* 2.6 2.5 1.9 2.2 2.3 2.4 2.3 2.4 2.3 2.5 2.4 

YoY 6% -1% -10% -30% -20% -20% -15% -15% -10% -10% -5% -5% 

DMX 7.7* 4.0 4.1 4.3 3.8 4.0 4.4 3.2 3.6 3.7 4.0 4.8 

YoY -10% -23% -25% -40% -40% -35% -30% -30% -25% -20% -15% -10% 

             

Number of closed stores           

TGDD 0 0 0 249 0 0 0 0 0 0 0 0 

DMX 0 0 0 257 0 0 0 0 0 0 0 0 

             

Number of operating stores           

TGDD 998 998 998 749 998 998 998 998 998 998 998 998 

DMX 1,028 1,028 1,028 771 1,028 1,028 1,028 1,028 1,028 1,028 1,028 1,028 

Source: VCSC forecasts; *stores were opened for only 27 days in January 2020 due to the Tet Holiday. 

  

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


 

See important disclosure at the end of this document www.vcsc.com.vn | VCSC<GO>  April 3, 2020 | 4 

HOLD 

Figure 3: VCSC’s estimated total monthly expenses per store for TGDD and DMX (average) 

in April 2020 

VND mn 
2019 

(est.) 

2020F VCSC's explanation 

Operating 

stores 

Closed 

stores 
Operating stores Closed stores 

Total monthly expenses 

per TGDD/DMX store 

(average) 

-498 -398 -321   

Direct store OPEX, in which: -373 -275 -199   

   + Staff costs -281 -188 -140 

We assume staff 

compensation, which is 

partly commission-based, 

to decline in accordance 

with sales/store.  

We assume staff 

compensation will be 

reduced by 50% as 

employees’ commission 

income disappears. 

   + Rental expenses -60 -55 -42 
We assume MWG will be able to obtain some subsidies 

from its landlords. 

   + Utilities and others -32 -32 -16  

We assume a 50% 

reduction in this expense 

group, mostly attributed to 

utility expenses. 

Depreciation expenses -60 -60 -60   

G&A expenses -68 -61 -61 
We project staff salaries will come down in accordance 

with the company’s business performance.  

Net financial income 3 -1 -1 

We project rebates from vendors to decline by 12% YoY 

to reach VND253bn (USD11mn) in 2020 due to lower 

sales performance.  

Source: VCSC 

 
 

Figure 4: Sensitivity analysis of our 2020F NPAT-MI for MWG in relation to the number of 

closed stores and the duration of such store shutdown 

Scenarios VCSC’s explanation 
2020F  

NPAT-MI 
(VND bn) 

YoY 

1 
10% of store count is shut down for one month  
(April 2020) 

3,771 -2% 

2 
10% of store count is shut down for two months  
(April-May 2020) 

3,682 -4% 

3 
10% of store count is shut down for three months 
(April-June 2020) 

3,590 -6% 

4 (base case) 
25% of store count is shut down for one month  
(April 2020) 

3,628 -5% 

5 
25% of store count is shut down for two months  
(April-May 2020) 

3,406 -11% 

6 
25% of store count is shut down for three months 
(April-June 2020) 

3,175 -17% 

7 
50% of store count  is shut down for one month 
(April 2020) 

3,391 -12% 

8 
50% of store count is shut down for two months  
(April-May 2020) 

2,946 -23% 

9 
50% of store count is shut down for three months  
(April-June 2020) 

2,485 -35% 

Source: VCSC forecasts  

http://www.vcsc.com.vn/
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Figure 5: VCSC's 2020 forecasts 

VND bn 2019  
2020F 

(old)  

2020F 

(new) 
YoY VCSC comments on 2020F 

Revenue 102,174 129,589 106,450 4%   

TGDD(1)  33,207 32,144 28,585 -14% 

* We project sales/store of TGDD to slide 13% YoY (vs 1% growth 

previously), mostly due to COVID-19 and partly offset by greater 

contributions from watches and laptops. 

* We now expect no conversion of high-performing TGDD stores to 

mini-DMX (vs 50 in our previous report) as management plans to focus 

more on cost optimization in 2020.  

* Our base case assumes 25% of a total of 998 stores will be 

temporarily closed for one month in 2020. 

DMX  58,197 73,537 51,963 -11% 

* We project sales/store of DMX to plunge 23% YoY (vs 6% growth in 

our previous report), mostly due to COVID-19 and a higher contribution 

of mini-DMX relative to the standard DMX format. 

* We expect 10 brand new stores in 2020 (vs 30 brand new stores along 

with 50 conversions from TGDD in our previous report), implying a total 

store count of 1,028 by YE2020.  

* Our base case assumes 25% of a total of 1,028 stores will be 

temporarily closed for one month in 2020. 

BHX  10,770 23,908 25,902 140% 

Primarily lifted by a projected 1,000 new stores (vs 750 previously) to 

reach a total store count of ~2,000 by YE2020, SSSG of 15% (vs 10% 

previously) and a full-year contribution from stores opened in 2019. 

Online sales 12,682 11,414 10,146 -20% 

* To sink off a high base as MWG only started to implement the new 

pricing policy in May 2019 (as mentioned above).  

* We revise our forecast as 2M 2020 performance undershot our 

expectation. In addition, we expect the COVID-19 outbreak to hurt 

overall consumer spending, including online purchases of mobile 

phones and consumer electronics. 

Gross profit 19,488 26,281 22,471 15%  

Selling expenses -12,437 -17,137 -15,732 26%  

G&A -2,074 -2,756 -1,964 -5%  

EBIT 4,977 6,388 4,774 -4%  

PBT 5,053 6,603 4,756 -6%  

NPAT-MI 3,834 5,119 3,628 -5% 

* Per our estimate, net loss from BHX will shrink from VND1.1tn 

(USD46mn) in 2019 to VND877bn (USD38mn) in 2020, backed by 

increased sales/store, GPM expansion, improved store OPEX and 

operating leverage.  

* Excluding BHX, NPAT-MI would decline 8% YoY in 2020 (vs 21% 

growth in our previous report), per our projections.  

EPS (VND) 8,657 11,293 8,010 -7% * 2020 EPS will be diluted by a 2.4% ESOP issuance in January 2020. 
        

GPM  19.1% 20.3% 21.1%  

* We project BHX’s GPM to widen by three ppts in 2020 to 22% on the 

back of its ballooning scale, more effective procurement, initiatives to 

reduce the spoilage rate for fresh produce and roll-out of private labels. 

* We also assume the combined GPM of TGDD and DMX will step up 

by 1.7 ppts to 20.8% in 2020 thanks to scale and an improved product 

mix (e.g., a bigger contribution from high-margin home appliances and 

kitchenware products). 

Selling 

exp/revenue % 
12.2% 13.2% 14.8%  

* BHX is estimated to have higher selling expenses as a percentage of 

sales vs TGDD and DMX. 

* Higher projected selling expenses/sales % for TGDD and DMX due 

to a projected decline in sales/store. 

G&A/revenue %  2.0% 2.1% 1.8%   

EBIT margin  4.9% 4.9% 4.5%   

NPAT-MI margin 3.8% 4.0% 3.4%   

Effective tax rate  24.1% 22.4% 23.7%  Losses from BHX are not tax-deductible and will be carried forward. 

Source: MWG, VCSC; (1) including “Super Cheap Phones” stores  
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2021F: Strong earnings rebound off a low base 

Figure 6: VCSC's 2021 forecasts 

VND bn 2020F 2021F YoY VCSC comments on 2021F 

Revenue 106,450 133,871 26%   

TGDD(1)  28,585 29,179 2% 

* We project SSSG of TGDD to improve by 6% YoY. 

* We assume MWG will convert 50 high-performing TGDD stores to 

mini-DMX in 2020, thereby decreasing its store count to 948 by 

YE2021.  

DMX  51,963 62,342 20% 

* We project SSSG of DMX to reach 15% off a low 2020 base. In 

addition, we expect TV sales to benefit from the resumption of major 

sports events such as the UEFA European Football Championship and 

the Tokyo Olympics in 2021. 

* We assume 30 new store openings and 50 conversions from TGDD, 

bringing the total store count to 1,108 by YE2021.  

BHX  25,902 42,350 64% 

Underpinned by a projected 1,000 new stores to reach a total store 

count of ~3,000 by YE2021, SSSG of 8% and a full-year contribution 

from stores opened in 2020. 

Online sales 10,146 12,175 20% To recover off a low 2020 base. 

Gross profit 22,471 29,203 30%  

Selling expenses -15,732 -20,309 29%  

G&A -1,964 -2,486 27%  

EBIT 4,774 6,407 34%  

PBT 4,756 6,577 38%  

NPAT-MI 3,628 5,270 45% 

* Per our estimate, BHX will turn profitable in 2021F with NPAT of 

VND54bn (USD2.3mn) vs a net loss of VND877bn (USD38mn) in 

2020F, backed by increased sales/store, GPM expansion, improved 

store OPEX and operating leverage.  

* Excluding BHX, NPAT-MI would jump 16% YoY vs 2020, per our 

projections.  

EPS (VND) 8,010 11,305 41% 

* 2021 EPS will be diluted by a 2.4% ESOP issuance in January 2020 

and another 3% ESOP issuance expected to be issued around 

YE2020. 
     

GPM  21.1% 21.8%  

* We project BHX’s GPM to widen by three ppts in 2021 to 25% on the 

back of its ballooning scale and improved product mix – including a 

larger contribution from private labels. 

* We assume the combined GPM of TGDD and DMX will edge down 

by 0.5 ppts to 20.3% in 2021 as we expect: (1) sales from televisions, 

which carry lower GPM compared to other categories such as home 

appliances and kitchenware, to surge on the back of the 

aforementioned resumption of sporting events in 2021, and (2) MWG 

to carry out more promotions to stimulate consumer demand post-

COVID-19.  

Selling 

exp/revenue % 
14.8% 15.2%  

* BHX is estimated to have higher selling expenses as a percentage of 

sales vs TGDD and DMX. 

* We project selling expenses/sales % for TGDD and DMX to shrink 

by 40 bps to 11.7% in 2021 as blended sales/store recover. 

G&A/revenue %  1.8% 1.9%   

EBIT margin  4.5% 4.8%   

NPAT-MI margin 3.4% 3.9%   

Effective tax rate  23.7% 19.8%  
* 2021F effective tax rate to benefit from carried-forward loss at BHX 

that occurred prior to 2021.  

Source: MWG, VCSC; (1) including “Super Cheap Phones” stores, MWG’s low-price format.  
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MWG’s COVID-19 update calls on April 1, 2020 

The content of this section was published in our Vietnam Today daily report on April 1, 2020. 

MWG hosted investor calls on April 1, 2020, that were mainly centered on the impact of COVID-19 

on MWG’s businesses and the company’s measures to deal with this crisis. Management 

acknowledged COVID-19’s material adverse impact on consumer income, and in turn, demand for 

discretionary goods — including mobile phones and electronics. However, management believes 

smaller competitors’ struggle during this crisis will create opportunities for MWG to strengthen its 

already dominant leadership. Meanwhile, BHX (grocery) delivered a strong performance in March 

2020 — partly thanks to consumers stocking up amid the escalation of COVID-19 as well as their 

priority for safety that has driven them away from wet markets.  

Below are our key takeaways from the calls.   

TGDD and DMX  

* MWG generated total revenue of ~VND8.5tn (USD365mn, +12% YoY) in March 2020, of which 

combined revenue from TGDD and DMX was ~VND6.7tn (USD288mn, -5% YoY). Per management, 

over the past few days (i.e., after the Government called for a suspension of non-essential services 

as well as 15-days of social distancing), TGDD and DMX’s run-rate revenue has declined by less 

than 20%. However, TGDD and DMX’s current revenue run-rate still exceeds management’s initial 

expectations. 

* Online sales accounted for ~13% of TGDD and DMX’s revenue in March 2020, which was higher 

than 7% in 2M 2020, as MWG shored up its online sales efforts to partly offset its offline traffic 

reduction as well as forced store shutdowns. 

* Management saw strong pick-ups in sales of some categories such as entertainment devices, 

home appliances, refrigerators and laptops as consumers are ramping up their purchases of goods 

necessary for their work/study from home. Per MWG, its laptop sales surged ~200% YoY in March 

2020 and Q1 2020’s laptop sales already achieved 40% of the company’s full-year target. 

* The percentage of customer’s financed purchases (i.e., purchases funded by consumer finance 

companies) has climbed during the COVID-19 outbreak. Before the outbreak, customer’s financed 

purchases typically accounted for ~40% of MWG’s revenue.   

* As of the end of March 2020, ~10% of TGDD and DMX’s store count has been temporarily closed 

in accordance with the Government’s directive to pause non-essential services to combat COVID-

19. These closed stores are mostly in Hanoi. Per MWG, on average, sales of the closed stores 

plummeted by two-thirds vs their normal levels with the remaining one-third of sales coming from 

online orders. 

* Details on potential further store shutdowns are unavailable at this point as MWG will respond to 

instructions from relevant local authorities as they arise. 

* Management expects smaller competitors to struggle mightily against COVID-19. As such, MWG 

aims to reach 50% market share in mobile and 45% in CE by YE2020 vs 48% and 38% as of 

YE2019, respectively.   

* MWG will focus on optimizing costs for TGDD and DMX amid their falling sales. These cost-saving 

initiatives will include: (1) negotiations with TGDD/DMX landlords to reduce up to 50% in rent for 

operating stores and rent exemptions for closed stores during the current challenging period (per 

management, up to now, MWG has successfully negotiated with ~30% of its landlords); (2) 

minimizing new recruitment as MWG aims to lift its staff productivity as well as mobilize its staff 

among the businesses, depending on circumstances; (3) adjusting the working hours of sales staff 

in accordance with sales; (4) cutting operating expenses at the store level as well as at the head 

office; and (5) reining in marketing activities until the outbreak eases.   

http://www.vcsc.com.vn/
https://www.vcsc.com.vn/reading-book/vcsc-daily---vn-index-jumps-on-strong-day-from-large-caps---pmi---ctd-gex-mwg-ppc-vea/322901
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* MWG will put all its new store openings and store conversions for TGDD and DMX on hold until 

the COVID-19 outbreak is contained. Therefore, store opening resources will solely focus on BHX.   

* Inventory days of TGDD and DMX are at optimal levels, per management. MWG has deliberately 

deferred, reduced and cancelled its inventory orders. It will also negotiate with suppliers to lengthen 

its payable days, if necessary. 

BHX 

* BHX’s revenue reached VND1.8tn-VND1.9tn (USD77mn-USD81mn) in March 2020, 3x YoY. 

Based on this information, we estimate that BHX’s average sales/store amounted to VND1.7bn 

(USD73,000) in March 2020, well above 2M 2020’s VND1.5bn (USD64,000) and 2019’s VND1.3bn 

(USD55,800). In March 2020, BHX’s total bill numbers surged to ~17 million compared to ~12 million 

in February 2020. 

* Management views COVID-19 as an opportunity for BHX to cement its brand equity. Per MWG’s 

CEO, in the past few weeks, BHX has only raised its selling prices in line with the increases in its 

purchasing prices; meanwhile, selling prices in wet markets have jumped as consumers are stocking 

up on food. Thus, BHX’s brand equity has improved significantly thanks to its superior convenience 

and quality as well as price stability.   

* In order to better serve consumers as well as utilize to TGDD and DMX’s spare human capacity 

during the COVID-19 outbreak, MWG will launch soon an app for BHX store delivery. Under this 

delivery model, MWG’s staff, including those of TGDD and DMX, will shop on behalf of customers 

(broadly similar to the GrabFood or GrabMart models). Specifically, when customers order on the 

app, BHX’s IT system will allocate the order to the nearest BHX store and the staff in charge will 

come to the store, buy the requested products and deliver them to the customers. Customers will 

pay a VND30,000 (USD1.2) delivery fee per order. Currently, BHX’s online orders are being 

delivered from its distribution centers (DCs). Per management, the product assortment on this store 

delivery app will be limited to only the 50-100 most frequently purchased SKUs vs 5,000-7,000 SKUs 

available on BHX’s website. 

* BHX’s online orders have rocketed in the past two months. The two DCs serving online orders are 

running at twice their pre-COVID-19 levels. As such, BHX plans to add three new DCs by the end 

of April to keep up with demand. 

* Per MWG, it is now easier for BHX to find quality locations at more affordable rents compared to 

pre-COVID-19. As such, it believes it can maintain a pace of opening close to 100 stores per month 

for BHX for the rest of 2020. As a result, MWG will likely achieve the higher range of its target of 

opening 700-1,000 new BHX stores in 2020.  

Other developments:  

* Liquidity: MWG is repaying its loans and trade payables on time. The company is using less than 

50% of its credit limit at banks. MWG has also seen a decline in borrowing rates (i.e., short-term 

debt is now charging MWG 5% or less). Per management, MWG’s current cash balance can cover 

four to five months of operations — even in the worst case of no revenue. Having said that, MWG 

does have plans to lengthen its loan duration to alleviate short-term pressure on its cash flow.   

* MWG is considering cancelling its cash dividend plan for FY2019 (to be paid in 2020) as it wants 

to preserve cash for business operations. Similarly, M&A and share buybacks are unlikely to happen. 

  

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


 

See important disclosure at the end of this document www.vcsc.com.vn | VCSC<GO>  April 3, 2020 | 9 

HOLD 

 

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.  

In this report, we apply a new valuation discount of 30% to our DCF-derived estimated equity value of 

TGDD and DMX, which is to reflect the risk of worse-than-expected escalation of COVID-19 — a 

material risk to non-essential retail businesses. We will reassess this valuation discount once COVID-

19 shows clear signs of fading. 

Figure 7: Summary of VCSC’s valuation for MWG  

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

TGDD & DMX DCF 83,810 141,237 

Valuation discount for 
TGDD and DMX 

  -30% 

BHX DCF 12,377 26,915 

Target Price     125,800 

2020F PER at TP    15.7x 

2020F PER at TP (TGDD & DMX)  11.1x 

2021F PER at TP  9.9x 

2021F PER at TP (TGDD & DMX)  8.8x 

Source: VCSC 

 

Discounted Cash Flows – TGDD and DMX  

Figure 8: DCF Valuation  

Cost of Capital 
Previous 

Report 
Revised  FCFF (Five Year) – VND bn   

Beta 0.8 0.8   PV of Free Cash Flows 25,007 

Market Risk Premium % 8.7 8.7  PV of Terminal Val (1.5% g) 46,862 

Risk Free Rate % 4.5 4.5   PV of FCF and TV 71,869 

Cost of Equity % 11.5 11.5  + Cash & ST investments 6,252 

Cost of Debt % 8.0 8.0   -  Debt -14,153 

Debt %  10 10  -  Minority Interest 0 

Equity % 90 90   Equity Value 63,968 

Corporate Tax Rate % 20 20  Shares (million) 452.9 

WACC % 11.0 11.0   Value per share, VND 141,237 

Source: VCSC  

 
Figure 9: Cash flows (VND bn)  

 2020F 2021F 2022F 2023F 2024F 

Earnings before interest and tax  6,274 7,178 7,924 8,828 9,673 

- Tax -1,255 -1,436 -1,585 -1,766 -1,935 

+ Depreciation 1,162 992 647 474 61 

- Capex -90 -411 -53 -55 -57 

- Change in working cap 2,302 -960 -2,732 1,074 -403 

Free Cash Flow 8,394 5,364 4,202 8,554 7,340 

Present Value of FCF 7,565 4,357 3,076 5,644 4,365 

Cumulative PV of FCF 7,565 11,922 14,998 20,643 25,007 

Source: VCSC 
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Figure 10: 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% 121,200 119,700 118,200 116,800 115,400 

1.0% 125,000 123,400 121,800 120,300 118,800 

1.5% 129,100 127,400 125,800 124,200 122,600 

2.0% 133,800 132,000 130,200 128,500 126,800 

2.5% 138,900 137,000 135,100 133,300 131,600 

Source: VCSC  

Discounted Cash Flows – BHX 

Figure 11: DCF Valuation  

Cost of Capital 
Previous 

Report 
Revised  FCFF (Five Year) – VND bn   

Beta NA NA   PV of Free Cash Flow 3,514 

Market Risk Premium % NA NA  PV of Terminal Val (5.0% g) 8,676 

Risk Free Rate % NA NA   PV of FCF and TV 12,190 

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  12,190 

Corporate Tax Rate % 20% 20%  Shares (million) 452.9 

WACC % 20% 20%   Value per share, VND 26,915 

Source: VCSC  

Figure 12: Cash flows 

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

EBIT -877 54 1,215 2,490 3,933 5,286 6,292 7,265 7,944 

- Tax 0 0 0 -220 -787 -1,057 -1,258 -1,453 -1,589 

+ Depreciation 747 1,259 1,709 2,164 2,459 2,557 2,557 2,557 2,818 

- Capex   -2,583 -2,613 -2,613 -2,613 -2,613 -2,613 -2,613 -2,613 -2,613 

- WC increase -616 -90 -25 -221 -212 -215 -188 -170 -165 

Free Cash Flow -3,329 -1,391 285 1,600 2,780 3,957 4,789 5,586 6,395 

PV of FCF -2,774 -966 165 771 1,117 1,325 1,336 1,299 1,239 

Cumulative PV of FCF -2,774 -3,740 -3,575 -2,803 -1,686 -361 975 2,274 3,514 

Source: VCSC 

Figure 13: 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% 206,600 145,900 123,200 112,100 106,000 

4.0% 222,200 149,400 124,400 112,700 106,200 

5.0% 244,200 153,600 125,800 113,200 106,500 

6.0% 277,100 158,700 127,300 113,800 106,800 

7.0% 332,000 165,100 129,100 114,500 107,100 

Source: VCSC 
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Figure 14: VCSC's 2020-2028 forecasts for BHX 

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

YE store count  2,008 3,008 4,008 5,008 6,008 7,008 8,008 9,008 10,008 

Revenue 25,902 42,350 59,665 77,571 94,697 112,041 126,403 140,313 153,748 

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

Gross profit 5,698 10,587 15,811 21,332 26,752 31,932 36,025 39,989 43,818 

Selling expenses -5,979 -9,601 -13,344 -17,290 -20,925 -24,405 -27,205 -29,918 -32,799 

% of revenue -23.1% -22.7% -22.4% -22.3% -22.1% -21.8% -21.5% -21.3% -21.3% 

G&A -596 -932 -1,253 -1,551 -1,894 -2,241 -2,528 -2,806 -3,075 

% of revenue -2.3% -2.2% -2.1% -2.0% -2.0% -2.0% -2.0% -2.0% -2.0% 

EBIT -877 54 1,215 2,490 3,933 5,286 6,292 7,265 7,944 

EBITDA -130 1,313 2,924 4,654 6,392 7,843 8,848 9,822 10,762 

Depreciation 747 1,259 1,709 2,164 2,459 2,557 2,557 2,557 2,818 

PBT -877 54 1,215 2,490 3,933 5,286 6,292 7,265 7,944 

NPAT -877 54 1,215 2,270 3,146 4,229 5,033 5,812 6,356 

NPAT margin -3.4% 0.1% 2.0% 2.9% 3.3% 3.8% 4.0% 4.1% 4.1% 

EBITDA margin -0.5% 3.1% 4.9% 6.0% 6.8% 7.0% 7.0% 7.0% 7.0% 

Source: VCSC 

 

 

Recommendation History  

Figure 15: Historical VCSC target price vs share price (VND, adjusted for stock splits)  

 

Source: Bloomberg, VCSC 
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P&L  (VND bn) 2019 2020F 2021F 2022F  B/S  (VND bn) 2019 2020F 2021F 2022F 

Revenue 102,174 106,450 133,871 155,701  Cash & equivalents 3,177 4,416 6,394 9,543 

 COGS -82,686 -83,979 -104,667 -120,339  ST investments 3,075 5,075 7,075 9,075 

Gross Profit 19,488 22,471 29,203 35,362  Accounts receivables 262 329 414 481 

 Sales & Marketing exp -12,437 -15,732 -20,309 -24,388  Inventories 25,745 18,751 23,592 30,933 

 General & Admin exp -2,074 -1,964 -2,486 -2,884  Other current assets 2,752 2,867 3,606 4,194 

Operating Profit  4,977 4,774 6,407 8,090  Total Current assets 35,012 31,438 41,080 54,226 

  Financial income 631 607 804 1,024  Fixed assets, gross 9,271 11,944 14,968 17,635 

  Financial expenses -570 -641 -656 -723  - Depreciation -3,780 -5,746 -8,098 -10,684 

   - o/w interest expense -568 -641 -656 -723  Fixed assets, net 5,491 6,198 6,870 6,951 

  Associates -3 -3 -3 -3  LT investments 56 56 56 56 

  Net other income/(loss) 19 19 25 28  LT assets other 1,149 1,149 1,149 1,149 

Profit before Tax 5,053 4,756 6,577 8,416  Total LT assets 6,696 7,403 8,075 8,156 

  Income Tax -1,217 -1,127 -1,305 -1,440  Total Assets 41,708 38,841 49,155 62,382 

NPAT before MI 3,836 3,630 5,272 6,975       

  Minority Interest -2 -2 -3 -3  Accounts payable 12,055 6,788 10,501 15,024 

NPAT less MI, reported  3,834 3,628 5,270 6,972  Short-term debt 13,031 11,304 12,432 15,250 

NPAT less MI, adjusted(1)  3,834 3,628 5,270 6,972  Other ST liabilities 3,356 3,496 4,397 5,114 

          Total current liabilities 28,442 21,588 27,330 35,388 

EBITDA 6,420 6,741 8,759 10,676  Long-term debt 1,122 1,248 1,248 0 

EPS reported, VND 8,657 8,010 11,305 14,956  Other LT liabilities 0 0 0 0 

EPS adjusted(1), VND 8,657 8,010 11,305 14,956  Total Liabilities 29,565 22,836 28,578 35,388 

EPS diluted, adj(1), VND 8,657 8,010 11,305 14,956       

DPS, VND* 0 1,500 1,500 1,500  Preferred equity 0 0 0 0 

DPS/EPS (%) 0% 19% 13% 10%  Paid-in capital 4,435 4,666 4,666 4,806 
(1)Adjusted for one-offs      Share premium 552 552 552 552 

RATIOS 2019 2020F 2021F 2022F  Retained earnings 7,150 10,778 15,348 21,621 

Growth      Other equity -1 -1 -1 -1 

Revenue growth 18.1% 4.2% 25.8% 16.3%  Minority interest 8 10 12 15 

Op profit (EBIT) growth  28.6% -4.1% 34.2% 26.3%  Total equity 12,144 16,004 20,577 26,993 

PBT growth  33.5% -5.9% 38.3% 28.0%  Liabilities & equity 41,708 38,841 49,155 62,382 

EPS growth, adjusted 29.6% -7.5% 41.1% 32.3%           

      Y/E shares out, mn 442.7 466.2 466.2 480.2 

Profitability      Y/E treasury shares, mn 0.8 0.4 0.4 0.4 

Gross Profit Margin  19.1% 21.1% 21.8% 22.7%  CASH FLOW  (VND bn) 2019 2020F 2021F 2022F 

Op Profit, (EBIT) Margin  4.9% 4.5% 4.8% 5.2%  Beginning Cash Balance 3,750 3,177 4,416 6,394 

EBITDA Margin  6.3% 6.3% 6.5% 6.9%  Net Income 3,834 3,628 5,270 6,972 

NPAT-MI Margin, adj,  3.8% 3.4% 3.9% 4.5%  Dep, & amortization 1,443 1,967 2,352 2,586 

ROE  36.3% 25.8% 28.8% 29.3%  Chge in Working Cap -5,870 1,686 -1,051 -2,757 

ROA  11.0% 9.0% 12.0% 12.5%  Other adjustments -421 2 3 3 

      Cash from Operations -1,014 7,282 6,574 6,805 

Efficiency               

Days Inventory On Hand 95.3 96.7 73.8 82.7  Capital Expenditures, net -3,067 -2,673 -3,024 -2,667 

Days Accts, Receivable 1.1 1.0 1.0 1.0  Investments, net -3,023 -2,000 -2,000 -2,000 

Days Accts, Payable 40.7 44.7 28.8 36.5  Cash from Investments -6,090 -4,673 -5,024 -4,667 

Cash Conversion Days 55.7 53.0 46.0 47.3           

      Dividends Paid -658 0 -699 -699 

Liquidity      ∆ in Share Capital 90 231 0 140 

Current Ratio x 1.2 1.5 1.5 1.5  ∆ in ST debt 7,234 -1,727 1,128 2,818 

Quick Ratio x 0.2 0.5 0.5 0.5  ∆ in LT debt -126 126 0 -1,248 

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

Debt / Assets  33.9% 32.3% 27.8% 24.4%  Cash from Financing 6,532 -1,371 429 1,011 

Debt / Capital  53.8% 44.0% 39.9% 36.1%       

Net Debt / Equity  65.1% 19.1% 1.0% -12.5%  Net Change in Cash -572 1,238 1,978 3,149 

Interest Coverage x 8.8 7.4 9.8 11.2  Ending Cash Balance 3,177 4,416 6,394 9,543 

Source: Company data, VCSC, * we assume MWG will cancel its FY2019 cash dividend.  
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VCSC Rating System 

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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Disclaimer 

Analyst Certification of Independence 

I, Dao Nguyen, 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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