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Company Update
Recommendation NEUTRAL
HSX: FRT
Retail
Target price (VND) 63,521
Current price (VND) 63,700
Expected share price return -0.3%
Expected dividend yield 0.8%
Expected total return 0.5%
Stock performance (%)
YTD iM 3M 12M
Absolute -7.8 -2.2 -12.7 -34.3
Relative -11.7 -1.0 -6.1 -12.4

Source: Bloomberg
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Ownership

FPT Corp. 46.5%
Dragon Capital 8.1%
Stock Statistics 27-Apr-23
Bloomberg code FRT VN
55,700~
52-week range (VND) 106,333
Shares O/S (m) 118
Mkt cap (VND bn) 7,535
Mkt cap (USD m) 316
Foreign room left (%) 19.6
Est. free float (m) 50.4
3m avg daily vol (shrs) 968,160
VND/USD 23,875

Index: VNIndex / HNX 1043.2/207.1

FRT - NEUTRAL

28-Apr-23

FPT DIGITAL RETAIL JSC (FRT VN)

We revise down our projections to intensify caution about the company’s growth
in 2023 in light of weak consumer spending power. Downgrade recommendation to
NEUTRAL with a target price of VND63,521/share, representing a 0.5% expected
total return at the end of 2023.

FRT announced net revenue of VND30,166bn (+34.1% YoY) and EAT of VND398bn
(+10.3% YoY) in 2022. Divergence in the results was attributed to a higher SG&A
expensestonetrevenueratio(13.7%in 2022 vs. 11.8%in 2021, mostly resulting from
Long Chau) and financial profit turning from VND52bn in 2021 to negative VND82bn
in 2022 (largely stemming from a 75% increase in interest expense), despite a widened
gross margin (15.6% in 2022 vs. 14.0% in 2021, thanks to Long Chau's improved
margin).

FRT's business results (VND bn) 2022 YoY growth

Net revenue 30,166 34.1%

FPT Shop 20,689 11.5%

Long Chau 9,596 141%

EAT 398 10.3%
Source: FRT

The FPTShop chain reported VND20,689bn (+11.5% YoY) in revenue, with Apple
products accounting for c.50% of the total. The chain experienced a 22.5% YoY drop
inrevenue in 4Q22, irrespective of 32.3% YoY growth in 9M22. This was due to a high
base in the same period in 2021 and weakening consumer spending, which may result
from concerns about income uncertainty as well as job security amid the cloudy
economic outlook, lay-off in many manufacturers, and higher interest rates
discouraging consumer finance activity, etc.

The chain opened 139 new stores, bringing its number of stores in operationto 786 at
the end of 2022 (YE2021: 647). FRT is prudent about opening new FPTShop stores in
2023 considering the economic outlook and consumer spending.

2021 2022 2023F 2024F 2025F
Net Sales (VNDbn) 22,495 30,166 32,765 39,544 43,258
Growth 53.4% 34.1% 8.6% 20.7% 9.4%
EBITDA (VNDbn) 581 673 728 1,036 1,176
EBITDA margin 2.6% 2.2% 2.2% 2.6% 2.7%
Net Profit (VNDbn) 444 390 367 566 645
Growth 1697.4% -12.0% -5.9% 53.9% 14.1%
EPS (bonus-adjusted, VND) 3,746 3,295 3,101 4,773 5,447
Growth 2014.3% -12.0% -5.9% 53.9% 14.1%
ROE 30.9% 21.3% 17.0% 22.0% 20.7%
ROA 5.5% 3.7% 3.3% 4.7% 5.1%
ROIC 18.2% 10.5% 8.0% 9.9% 10.0%
Net debt/EBITDA (times) 2.7 5.1 5.6 4.4 3.9
EV/EBITDA (times) 19.0 16.4 15.1 10.6 9.4
EV/sales (times) 0.5 0.4 0.3 0.3 0.3
PER (times) 17.0 19.3 20.5 13.3 11.7
PBR (times) 3.0 3.8 3.3 2.7 2.2
DPS (VND) 500 500 500 500 500
Dividend yield 0.8% 0.8% 0.8% 0.8% 0.8%
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Home appliances, which had been added to FPTShop since 2021, were present in 280
stores at the end of 2022 and are expected to expand to 600 stores in 2023. However,
their contribution remained humble (accounting for ¢.2.5% of the chain’s top line in
2022; gross margin of 20-25%). Additionally, according to the company's proposal
approved in the recent annual general meeting, FRT might add bicycles, motorbikes,
spare parts, maintenance and repair services to its products/services portfolio to
optimize trading space. Some of these products are popular and can encounter
competition from other retail chains and may take time to capture a significant portion
inthe overall results; however, they may help FPTShop increase revenue per store and
customer traffic in the midst of the mature market of ICT products.

The Long Chau pharmacy chain continued to report vivid growth of 141% YoY in
revenue, to VND9,596bn, in 2022 driven by strong network expansion and less
impacts to drug consumption by the economic turmoil. The average revenue per store
per quarter was estimated at VND2.7-3.2bn in 2Q, 3Q and 4Q22, after touching
VND3.92bn in 1Q owing to surging demand for drugs/healthcare products given the
COVID-19 outbreak. At YE2022, Long Chau had 937 shops in operation (YE2021: 400),
covering 63 provinces/cities, compared with about 936 Pharmacity stores (63
provinces/cities) and 530 An Khang stores (63 provinces/cities). While Long Chau
started to make profit from 2021, the others have not.

Long Chau earned c.VND53bn of EBT in 2022 (2021: VND4.9bn), although the bulk of
earnings (VND31bn) were recorded in 1Q in conjunction with the revenue surge driven
by surging demand for drugs/healthcare products in view of COVID-19 outbreak. The
chain’s gross margin achieved 23.6% in 2022, compared to 20.9% in 2021. Although
this margin still has potential to broaden further, we do not assume a sharp pattern for
the improvement considering the company'’s target of an affordable/low selling price
strategy to expand the customer base.

Outlook

We project FRT's net revenue growth at 8.6% n/n but EAT may decrease by 5.5% YoY
in 2023 due to negative earnings growth projection for FPTShop. Assuming 400 new
stores openedin 2023, we expect Long Chau may deliver 49.3% growth inrevenue and
67% YoY growth in EAT. Long Chau finds good opportunities to expand its network to
districts of provinces thanks to lower rental costs and customers’ trust onits prestige.
Long Chau will continue to focus on attracting high-value bills, usually coming from
customers that have demand for prescription drugs and suffer chronic diseases. For
FPTShop, although we expect a brighter economic picture in the last months of 2023,
we revise down our expectations for the chain to intensify caution amid the economic
turbulence and weakening consumer spending power. The chain’s revenue and EAT
are projected to fall by 10% and 16% YoY, 12% and 20% lower than our previous
projections, respectively. ICT products may generate narrower margins owing to
promotion programs to keep customers and boost sales, though they may be partially
offset by higher contribution of home appliances, which offer better margins.

Interest expense may remain an influential factor for FRT's bottom line because of its
high net debt of VND3,459bn, with a net debt to equity ratio of 172% in 2022 (2021:
VND1,562bn with 94%), though the company has been able toreport relatively low net
interest expenses to average net debt in recent years (e.g 3.3%in 2022, 5.4% in 2020,
3.8%in 2019).

Combining the DCF, PER and EV/Sales methods, our target price for this stock is
VNDG64k/share, equivalent to a total return of 0.5% at the end of 2023.
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FRT FINANCIALS MODEL Price (VND): 63,700 Target (VND): 63,521 (v':'"gtf:)’: 7,535
(VND bn except where stated) 2021 2022 2023F 2024F 2025F
Total Net Sales 22,495 30,166 32,765 39,544 43,258
Sales growth (%) 53.4% 34.1% 8.6% 20.7% 9.4%
FPT Shop 18,558 20,689 18,620 21,599 22,247

Long Chau 3,937 9,477 14,145 17,944 21,011

CoGS ex-dep'n 19,272 25,347 27,111 32,463 35,313
Selling expenses 2,071 3,259 3,921 4,819 5,408
G&A expenses 586 887 1,017 1,239 1,374
Financial revenues 28 26 26 26 26
Financial expenses 14 25 13 13 13
EBITDA 581 673 728 1,036 1,176
EBITDA margin (%) 2.6% 2.2% 2.2% 2.6% 2.7%
Depreciation 72 115 159 185 214
Operating profit 509 558 569 851 962
Operating profit margin (%) 2.3% 1.8% 1.7% 2.2% 2.2%
Other profits/losses 8 12 12 12 12
Profits/Losses from associates - - - - -
Net interest expense (37) 84 132 143 150
as % of avg net debt -4.4% 3.3% 3.5% 3.3% 3.3%
Interest cover (x) -13.7 6.7 4.3 5.9 6.4
Tax 110 88 73 144 165
Effective tax rate (%) 20.2% 18.5% 16.7% 20.3% 20.3%
Minority interest 0 8 9 10 13
Attributable net profit 444 390 367 566 645
Cash earnings 515 506 526 750 859
Total number of shares 78,981,792 118,472,535 118,472,535 118,472,535 118,472,535
EPS (VND) (after treasury shares) 5,619 3,295 3,101 4,773 5,447
Bonus factor (x) 0.67 1.00 1.00 1.00 1.00
Adjusted EPS (VND) 3,746 3,295 3,101 4,773 5,447
EPS growth (%) 2014.3% -12.0% -5.9% 53.9% 14.1%
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KEY CASHFLOW AND BS ITEMS 2021 2022 2023F 2024F 2025F
Increase in working capital 1,462 1,646 282 826 425
Capex 172 518 630 200 200
Change ininvestment in affiliates - - - - -
Other cashflow items -342 -211 -160 -160 -160
Free cash flow -1,461 -1,869 -546 -435 74
Shareissues 10 11 - - -
Dividends paid - 39 59 59 59
Increase in net debt 1,450 1,897 605 495 -15
Net debt, end of year 1,562 3,459 4,064 4,558 4,543
Shareholders' equity 1,662 2,008 2,316 2,823 3,409
BVPS (VND) 21,045 16,951 19,552 23,825 28,772
Net debt / equity (%) 94.0% 172.2% 175.4% 161.5% 133.3%
Net debt / EBITDA (x) 2.7 5.1 5.6 4.4 3.9
Total assets 10,820 10,524 11,437 12,438 13,009
:IE\:_:)ESTURN AND VALUATION 2021 2022 2023F 2024F 2025F
ROE 30.9% 21.3% 17.0% 22.0% 20.7%
ROA 5.5% 3.7% 3.3% 4.7% 5.1%
ROIC 18.2% 10.5% 8.0% 9.9% 10.0%
WACC 6.3% 7.4% 7.5% 7.6% 8.2%
EVA 11.9% 3.1% 0.5% 2.3% 1.8%
PER (x) 17.0 19.3 20.5 13.3 11.7
EV/EBITDA (x) 19.0 16.4 15.1 10.6 9.4
EV/FCF (x) -7.5 -5.9 -20.2 -25.3 148.3
PBR (x) 3.0 3.8 5851 2.7 2.2
PSR (x) 0.3 0.3 0.2 0.2 0.2
EV/sales (x) 0.5 0.4 03 0.3 0.3
PEG (x, 3 yr prospective) 0.0 1.6 1.0 0.5 1.0
Dividend yield 0.8% 0.8% 0.8% 0.8% 0.8%
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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.
NEUTRAL: 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.
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