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Company Update
Recommendation BUY
HSX: FPT
Technology
Target price (VND) 96,238
Current price (VND) 76,900
Expected share price return 25.1%
Expected dividend yield 2.6%
Expected total return 27.7%
Stock performance (%)
YTD 1M 3M 12M
Absolute 1.3 2.6 -1.0 -0.2
Relative  33.1 4.5 8.9 30.8

Source: Bloomberg
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Ownership

Mr.Binh Truong (Chrm) 7.0%

SCIC 5.8%

Macquarie Group 4.7%

Stock Statistics 30-Dec-22

Bloomberg code FPTVN

52-week range (VND) 61,300-99,083

Shares O/S (m) 1,097

Mkt cap (VND bn) 84,361

Mkt cap (USD m) 3,555

Foreign room left (%) 0.0

Est. free float (m) 84.3

3m avg daily vol (shrs) 1,226,259

VND/USD 23,730

Index: VNIndex / HNX  1007.09/205.3

FPT - BUY

3-Jan-23

FPT CORPORATION (FPT VN)

The company almost completed a fruitful 2022, driven by 31% YoY growth in
software outsourcing segment, and is expected to keep growth momentum for
2023. Maintain BUY recommendation with a target price of VND96k/share,
equivalent to areturn of 27.7% at the end of 2023.

FPT announced net revenue and EBT growth of 24.1% and 23.8% YoY, reaching
VND30,975bn and VND5,665bn, respectively, in 9M2022. The results were 23.4% and
22.5% YoY, respectively, in 11M2022.

FPT's 9M2022 business results:

Segments Revenue YoY EBT YoY

(VND bn) growth (VNDbn) growth
Software outsourcing (global IT services) 13,479 29.4% 2,219 28.1%
Domestic IT services 4,439 11.8% 380 14.5%
Telecom services 10,243 16.1% 1,928 20.5%
Online advertising 564 37.5% 241 31.4%
Education, investments & others 2,249 68.2% 897 23.2%
Total 30,975 24.1% 5,665 23.8%

Source: FPT; ACBS calculation

The global IT services segment generated revenue growth of 29.4% YoY in 9M and
31% YoY in 11M2022. 9M2022 EBT grew by 27.6% YoY, with an EBT margin of 16.5%,
similar to that in 9M2021. Most of its major markets performed well, including the US
(+42.4% in 9M; 48.6% in 11M), APAC (+56.4% in 9M; 47.3% in 11M), Europe (+23.4% in
9M). Revenue from Japan, which was slackened by COVID-19 and deep depreciation
of the JPY, has been on recovering, growing by 12% in 9M and 13% YoY in 11M2022
(versus 8% YoY in 1H). The recovery is expected to extend in Japan with a growth rate
of 25-30% projected in 2023 thanks to resurgence of spending for IT services post
COVID-19. For 2023, given an increase of 42.6% YoY in signed revenue in 9M2022
(11M2022: +37.1%), the global IT services segment may retain its high double-digit
growth momentum and complete the target of achieving $1bn of revenue, from

$800m at present.

2020 2021 2022F 2023F 2024F
Net Sales (VNDbn) 29,830 35,657 43,883 51,685 61,719
Growth (%) 7.6% 19.5% 23.1% 17.8% 19.4%
EBITDA (VNDbn ) 6,038 6,665 8,440 9,873 11,775
EBITDA margin 20.2% 18.7% 19.2% 19.1% 19.1%
Net Profit (VNDbn) 3,538 4,338 5,532 6,491 7,928
Growth (%) 12.8% 22.6% 27.5% 17.3% 22.1%
EPS (bonus-adjusted, VND) 2,983 3,619 4,589 5,357 6,511
Growth (%) 12.2% 21.3% 26.8% 16.8% 21.5%
ROE 23.8% 25.8% 28.2% 27.6% 27.8%
ROA 9.4% 9.1% 10.1% 11.5% 13.8%
Net debt/EBITDA (times) -0.7 -0.9 -0.8 -1.1 -1.3
EV/EBITDA (times) 10.6 9.6 7.6 6.5 5.4
EV/Sales (times) 2.1 1.8 1.5 1.2 1.0
PER (times) 25.8 21.3 16.8 14.4 11.8
PBR (times) 3.8 3.9 4.0 3.3 2.7
DPS (VND) 2,000 2,000 2,000 2,000 2,000
Dividend yield (%) 2.6% 2.6% 2.6% 2.6% 2.6%
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Digital transformation (DX) revenue rose by 34% YoY in 9M and 27% YoY in 11M,
contributing 38% to the segment'’s revenue. FPT emphasized technologies such as
cloud computing, artificial intelligence (Al)/data analytics, low code, etc.

The domestic IT services segment posted revenue growth of 11.8% in 9M and 2.7%
YoY in 11M2022. This performance was largely attributed to slow revenue growth
from the banking and real estate domains, which experienced difficulties and limited
credit growth in the past time. In addition to the banking and real estate domains
capturing 40% of the segment’s revenue, other key domains include enterprises in
VNR500 list (accounting for 40% of revenue) and public sector (20%). Although the
segment'’s outlook may be fostered by the two latter groups given busier digital
transformation activities from not only enterprises but also public sector in the recent
years, difficulties in the banking and real estate domains and unfavourable economic
conditions are predicted to linger in 1H2023, probably weighing on the segment'’s
growthin the period. We assume the segment may post moderate single-digit growth
in 2023.

Telecom services' revenue and EBT rose by 16.1% and 20.5% YoY, to VND10,243bn
and VND1,928bn, respectively, in 9M2022. Broadband services delivered 9.3% YoY
growth in revenue while the others grew by 25.1% YoY. The overall EBT margin
strengthened to 18.8% from 18.1% in 9M2021 primarily thanks to PayTV's profit
growth. PayTV contributed 22% to the telecom services segment'’s revenue with an
EBT margin of 12-13%, which may increase to 16-17% after adding more ads and
contents. For 2023, we expect the telecom services segment may continue to record
broadband services as the key contributors, despite mediocre growth given the
mature market, while other services may still seek for good double-digit growth.

The education segment grew by of 47% YoY, reaching VND3,104bn in 9M2022. FPT
targets to keep expanding this segment vertically (launching new training courses) and
horizontally (expanding to more provinces/cities), and investing in campus system,
schools for various grades.

Growth from financial revenue continued to contribute to the company’s earnings
performance. Although financial expenses inflated by 31.3% YoY due to interest
expenses and foreign exchange loss, the company’s financial revenue jumped by
63.8% YoY thanks to interest income and exchange rate gain. With net cash of
VND5,795bn as of 9M2022, increased interest rates may not be a pressure for the
company. On the other side, profits from affiliates contracted by 6.5% YoY in 9M,
which may not reverse in 4Q2022 due to the high base last year.

In sum, for the whole year 2022, we expect FPT's net revenue and EBT at
VND43,883bn (+23.1% YoY) and VND7,759bn (+22.4% YoY). The projections are
17.8% and 18.2% YoY, respectively, for 2023 driven by continued growth of the
company's key segments while tough outlook may remain in the domestic IT services
segment. Using sum of parts approach to evaluate FPT stock (namely PER for Synnex
FPT, DCF combined EV/Sales for FRT and DCF combined PER for the rest of FPT), our
target price for the stock is VND96k/share, equivalent to a return of 27.7% at the
end of this year.
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FPT FINANCIALS MODEL Price (VND): 76,900 Target (VND): 96,238 (v':"'l‘;;:)’: 84,361
(VND bn except where stated) 2020 2021 2022F 2023F 2024F
Total Net Sales 29,830 35,657 43,883 51,685 61,719

Sales growth (%) 7.6% 19.5% 23.1% 17.8% 19.4%
CoGS ex-dep'n 16,722 20,381 24,849 29,169 35,014
Selling expenses 2,930 3,605 4,459 5,229 6,176
G&A expenses 4,082 4,612 6,069 7,209 8,608
Financial revenues 106 266 450 311 370
Financial expenses 163 660 515 515 515
EBITDA 6,038 6,665 8,440 9,873 11,775

EBITDA margin (%) 20.2% 18.7% 19.2% 19.1% 19.1%
Depreciation 1,491 1,644 1,781 1,959 2,084
Operating profit 4,548 5,021 6,659 7,914 9,691

Operating profit margin (%) 15.2% 14.1% 15.2% 15.3% 15.7%
Other profits/losses 73 109 67 67 67
Profits/Losses from associates 312 687 494 526 577
Net interest expense (331) (521) (540) (665) (698)

as % ofavg net debt 9.9% 10.0% 8.2% 7.5% 5.3%

Interest cover (x) -13.8 -9.6 -12.3 -11.9 -13.9
Tax 840 988 1,164 1,376 1,655

Effective tax rate (%) 17.2% 17.8% 16.2% 16.0% 15.9%
Minority interest 886 1,012 1,063 1,305 1,450
Attributable net profit 3,538 4,338 5,532 6,491 7,928
Cash earnings 5,029 5,981 7,313 8,450 10,012
Total number of shares 783,987,486 907,551,649 1,097,026,572 1,102,511,705 1,108,024,263
EPS (VND) (after treasury shares) 4,116 4,342 4,589 5,357 6,511
Bonus factor (x) 0.72 0.83 1.00 1.00 1.00
Adjusted EPS (VND) 2,983 3,619 4,589 5,357 6,511

EPS growth (%) 12.2% 21.3% 26.8% 16.8% 21.5%
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KEY CASHFLOW AND BS ITEMS 2020 2021 2022F 2023F 2024F
Increase in working capital -1,979 -825 810 -321 -238
Capex 3,014 2,908 2,961 2,935 2,788
Change ininvestment in affiliates 68 37 194 107 158
Other cashflow items -7 -24 -178 -70 -91
Free cash flow 3,918 3,838 3,169 5,659 7,213
Shareissues 60 88 45 55 55
Dividends paid 1,899 2,254 2,194 2,205 2,216
Increase in net debt -2,078 -1,671 -1,020 -3,509 -5,052
Net debt, end of year -4,369 -6,040 -7,061 -10,569 -15,621
Shareholders' equity 15,746 17,941 21,324 25,664 31,432
BVPS (VND) 20,086 19,770 19,438 23,278 28,367
Net debt / equity (%) -27.7% -33.7% -33.1% -41.2% -49.7%
Net debt / EBITDA (x) -0.7 -0.9 -0.8 -1.1 -1.3
Total assets 41,734 53,698 56,061 56,892 57,607
:IE\:_IE)ESTURN AND VALUATION 2020 2021 2022F 2023F 2024F
ROE 23.8% 25.8% 28.2% 27.6% 27.8%
ROA 9.4% 9.1% 10.1% 11.5% 13.8%
ROIC 28.4% 33.7% 39.0% 40.6% 47.7%
WACC 15.0% 15.0% 15.0% 15.0% 15.0%
EVA 13.4% 18.7% 24.0% 25.6% 32.7%
PER (x) 25.8 21.3 16.8 14.4 11.8
EV/EBITDA (x) 10.6 9.6 7.6 6.5 5.4
EV/FCF (x) 16.3 16.6 20.1 11.3 8.8
PBR (x) 3.8 3.9 4.0 3.3 2.7
PSR (x) 2.3 2.0 1.6 1.4 1.1
EV/sales (x) 2.1 1.8 1.5 1.2 1.0
PEG (x, 3 yr prospective) 1.3 1.0 0.8 0.7 0.6
Dividend yield 2.6% 2.6% 2.6% 2.6% 2.6%
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DISCLAIMER

Our Recommendation System

BUY:where we believe prospective 12 month VND total return (including dividends) will be 15% or more.
HOLD:where we believe it will be -15% to 15%.

SELL:where we believe it will be lower than -15%.

Analyst Certification(s)

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about
any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly
or indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be
aware that ACBS may have a conflict of interest from time to time.

ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative
analysis, and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other
types of research products, whether as a result of differing time horizons, methodologies, or otherwise.

Disclaimer

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties
of merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or
sell any financial instrument. Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any
affiliate, nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or
consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss,
even if notified of the possibility of such damages, arising from any use of this report or its contents. Other than disclosures relating to
ACBS, the information contained in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not
represent or warrant that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update its
opinions or the information in this report.

Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared
independently of any other interests, including those of ACBS. This report does not constitute personal investment advice or take into
account the individual financial circumstances or objectives of the investors who receive it. The securities discussed herein may not be
suitable for all investors. ACBS recommends that investors independently evaluate each issuer, securities or instrument discussed herein
and consult any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day
as aresult of changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict
actual results, which may differ substantially from those reflected. Past performance is not necessarily indicative of future results.

This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it
will be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any).

In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor shall dismiss this report
immediately otherwise it will be at his/her own risks.

ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek
advice based on their particular circumstances from anindependent tax advisor. This report may contain links to third-party websites. ACBS
is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on
such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report
does not imply any endorsement by ACBS. Access to any third-party website is at the investor’s own risks, and the investor should always
review the terms and privacy policies at third-party websites before submitting any personal information to them. ACBS is not responsible
for such terms and privacy policies and expressly disclaims any liability for them.

© Copyright ACBS (2023).All rights reserved. No part of this report may be reproduced in any manner without the prior written
permission of ACBS.

ACBS Research Department www.acbs.com.vn 7
Tel: (+84) (8) 3823 4159 (ext: 354) Bloomberg: ACBS <GO>



http://www.acbs.com.vn/

