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6.9%
0.5%
7.4%

Expected share price return
Expected dividend yield
Expected total return

Stock performance (%)

YTD iM 3M 1i2M
Absolute 71.0 7.5 40.0 88.1
Relative 60.7 7.3 459 72.5

Source: Bloomberg
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Ownership
FPT Corp. 46.5%
CTBCVNEQ Fund 5.1%
Truswell Securities Inv. o
Trust Co.Ltd 4.9%
Vina Capital FD MGM 4.8%
Stock Statistics 20-Nov-23
Bloomberg code FRT VN
49,217-
52-week range (VND) 106,900
Shares O/S (m) 136
Mkt cap (VND bn) 13,910
Mkt cap (USD m) 573
Foreign room left (%) 12.6
Est. free float (m) 49.5
3m avg daily vol (shrs) 977,572
VND/USD 24,270

Index: VNIndex / HNX 1103.6/227.7
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FPT DIGITAL RETAIL JSC (FRT VN)

The company witnessed a considerable shrinkinits loss after taxin 3Q2023 against
2Q2023, thanks to improved profit margins of the FPTShop chain, outperforming
our projections. We expect the company may return to profit in 2024, fueled by the
same movement in the FPTShop chain and Long Chau'’s continued growth. Rating
NEUTRAL and moving target price to 2024 at VND109,045/share.

FRT announced net revenue of VND8,236bn (+6.8% y/y) and loss after tax (LAT) of
VND13bn in 3Q2023, weighed by the FPTShop chain's sluggish performance.
However, the loss reduced significantly compared with that in 2Q2023 (-VND213bn).
On a cumulative basis, FRT announced net revenue at VND23,160bn (+6.7% y/y) and
LAT at VND226bn in 9M2023.

The FPTShop chain, contributing c.53% of FRT's sales in 9M2023, reported a slump of
19.8% y/y in revenue and LAT of VND387bn in 9M2023 due to weak consumer
spending for ICT products & durable goods and price war among retailers.

The Long Chau pharmacy chain, whose contribution has enlarged rapidly to nearly
half of FRT's sales, continued to deliver vivid growth of 68.9% y/y inrevenue and 374%
y/yin EAT in 9M2023, fostered by strong network expansion.

The company’s gross margin climbed slightly to 15.7% in 9M2023 (9M2022: 15.5%)
while the SG&A expenses to net revenue ratio soared to 15.8% in 9M2023 (9M2022:
13.7%). Financial loss increased to VND181bn from VND39bnin 9M2022, contributing
totheloss.

Inventories rose by 12.4% and 20% compared to the end of 2022 and 1H2023,
respectively, to VND7,290bn; of which, FPTShop captured 54%. The net debt to
equity ratio remained high, increasing from 172% at YE2022 to 294% at the end of
September 2023.

Looking to 2024, we project the company may return to profit with EAT of VND351bn
onnetrevenue of VND37,443bn (+16.4% y/y). Our target price for FRT by the end of
2024 is VND109,045/share, equivalent to a total return of 7.4%.

2021 2022 2023F 2024F 2025F
Net Sales (VNDbn) 22,495 30,166 32,160 37,443 42,564
Growth 53.4% 34.1% 6.6% 16.4% 13.7%
EBITDA (VNDbn) 581 673 367 969 1,287
EBITDA margin 2.6% 2.2% 1.1% 2.6% 3.0%
Net Profit (VNDbn) 444 390 (173) 324 501
Growth 1697.4% -12.0% - - 54.8%
EPS (bonus-adjusted, VND) 3,257 2,865 (1,269) 2,375 3,676
Growth 2014.3% -12.0% - - 54.8%
ROE 30.9% 21.3% -9.2% 17.1% 22.4%
ROA 5.5% 3.7% -1.6% 2.7% 3.9%
ROIC 18.2% 10.5% 0.6% 7.5% 9.2%
Net debt/EBITDA (times) 2.7 5.1 13.0 5.5 4.4
EV/EBITDA (times) 29.8 25.7 47.3 17.9 13.5
EV/sales (times) 0.8 0.6 0.5 0.5 0.4
PER (times) 31.2 35.4 (80.4) 43.0 27.8
PBR (times) 4.8 6.0 7.9 6.9 5.7
DPS (VND) 500 500 500 500 500
Dividend yield 0.5% 0.5% 0.5% 0.5% 0.5%
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9M2023 results still looked weak due to mixed results of FPTShop & LongChau

FRT announced net revenue of VND23,160bn (+6.7% y/y) and LAT of VND226bn in
9M2023, including LAT of VND13bn in 3Q2023. The moderate revenue growth was
weighed by a 19.8% y/y drop in the FPTShop chain despite Long Chau's glorious

performance.
R 9M2023 Sales  y/ygrowth  y/ygrowth  g/qgrowth
evenue (VNDbn)  contribution  in9M2023  in3Q2023  in3Q2023
FPTShop 12,222 52% -19.8% -20.8% +13.8%
Long Chau 11,088 48% +68.9% +63.7% +15.9%

Source: FRT, ACBS

The LAT was largely attributed to a higher SG&A expenses to net revenue ratio and an
increase in financial loss. Specifically, the increase in the SG&A to net revenue ratio (to
15.8% in 9M2023 compared to 13.7% in 9M2022) was driven by the drop in FPTShop's
revenue though its SG&A expenses were similar to the same period last year's.
Meanwhile, Long Chau performed more effectively with revenue growth outpacing
therise in SG&A expenses.

Financial loss jumped by 364% y/y, mainly stemming from a 72% decrease in interest
income buta42% increaseininterest expense. Interest expense is an influential factor
for FRT's bottom line because of the company's high leverage, mostly short-term
debt, to finance working capital and network expansion (mainly for Long Chau), though
the company was able toreport relatively low netinterest expense to average net debt
in recent years (e.g 3.3% in 2022, 5.4% in 2020, 3.8% in 2019). The net debt to equity
ratio was 294% at the end of September 2023 compared to 172% at the end of 2022.

Inventories rose by 12.4% and 20% compared to the end of 2022 and 1H2023,
respectively, to VND7,290bn; of which, FPTShop captured 54%. FPTShop's
inventories increased by 28% at the end of Sept 2023 compared to the end of 1H2023,
explained by a preparation of products for the back-to-school season (e.g: laptops)
and iPhones that were ready to deliver to customers. Further details were not
disclosed. Regarding Long Chau, we estimated that its inventories increased by 12%
and 19% compared to the end of 1H2023 and the end of 2022, respectively. However,
if looking at inventories per store, the rate was in a decreasing tendency (from
VND3.0bn per store at the end of 2022 to VND2.4bn at the end of Sept 2023).

The overall gross margin climbed slightly to 15.7% in 9M2023 (9M2022: 15.5%),
irrespective of a squeeze in FPTShop's gross margin, thanks to Long Chau’s increasing
contribution.

FRT'sbusinessresults  3Q2023 3Q2022 Y 9M2023 9M2022 "y
growth growth

Net revenue (VNDbn) 8,236 7,709 +6.8% 23,160 21,708 +6.7%

EAT (VNDbn) -13 85 -226 301

Gross margin 16.7% 15.5% 15.7% 15.5%

SG&A expenses to net

. 16.1% 13.9% 15.8% 13.7%
revenue ratio

Source: FRT; ACBS
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However, there have been some improvements in 3Q2023 against 2Q2023, albeit
stillonay/y slide

EAT (VND bn) 9M2023 3Q2023 2Q2023 9M2022
FPTShop -387 -69 -252 267
Long Chau 161 56 37 34

Source: ACBS' estimate

Revenue by chains in 9M2023

= FPT Shop
Long Chau

Source: FRT; ACBS. Inside circle describes 9IM2022 and the outside one describes 9IM20235.

FPTShop generated revenue of VND12,222bn (-19.8% y/y) and LAT of VND387bn in
9M2023 due to i) weak consumer spending and ii) price war among ICT retailers. We
estimated mobile phone products occupied about 70% of the chain's revenue; 40-
45% of which came from iPhones. As the newly launched iPhone 15 series are officially
available in Vietnam from late September 2023, their revenue is expected to partially
improve retailers’ performance, mainly in 4Q2023, amidst the market's gloominess.
According to the company's preliminary data, these products generated y/y revenue
growth though detailed numbers were not revealed.

Home appliances, which has been added to FPTShop since 2021, were present in
almost all of its stores; still, their contribution remains humble (5%-6% of the chain’s
top line).

Although the negative y/y growth continued, FPTShop witnessed positive g/q growth
alongwith ashrinkin LAT, thanks to a widened gross marginin 3Q2023 (11.3%) against
2Q2023 (8.1%) as the price war pressure somewhat diminished in the period.

The chain had 791 stores in operation at the end of September 2023, up by five stores
compared to YE2022. We do not expect a significant change in its number of stores in
the future given the market's maturation and that the company is prudent about
opening new stores considering the economic conditions.

FPTShop 9M2023 3Q2023 6M2023
y/y sales growth -19.8% -20.8% -19.2%
LAT (VNDbn) 387 69 318
Gross margin 9.7% 11.3% 8.9%
SG&A expenses to net revenue ratio 12.4% 12.8% 12.1%
Number of stores (as of Sept 2023) 791

+/- stores from YE2022 +5

Source: FRT; ACBS

The Long Chau pharmacy chain continued to deliver vibrant growth of 68.9% y/y in
revenue, fostered by robust network expansion, enlarging its contribution to nearly
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half of FRT's sales. The average revenue per store per quarter was estimated at
VND3.0bn for 3Q (equivalent to an average VND1bn/month), contracting by just 6%
y/y irrespective of a surge in the number of stores. Long Chau has been focusing on
attracting high-value bills, usually coming from customers that have frequent demand
for prescription drugs and suffer chronic diseases.

At the end of September 2023, Long Chau had 1,384 shops in operation (YE2022:937)
nationwide, compared with about 936 Pharmacity stores (as of 31 May 2023) and 540
An Khang stores. While Long Chau has made net profit, the others have not. The chain
finds good opportunities to expand its network to districts of provinces thanks to
lower rental costs and customers' trust on its prestige.

Numberof  +/-from Avg. sales per

stores  YE2022  store/month (VNDbn) Note
Long Chau 1,384 +497 1 as of Sept 2023
Pharmacity 936 -81 n/a asofMay 31,2023
An Khang 540 +40 0.42 as of Sept 2023
Trung Son 141 n/a n/a asofNov 21,2023

Source: FRT, MWG, Mekong Capital, ACBS

We estimate Long Chau earned VND161bn of EAT in 9M2023, jumping by 374% y/y,
with a gross margin of 22.4% (9M2022: 23.1%). Although the gross 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.

Long Chau 9M2023 3Q2023 6M2023
y/y sales growth 68.9% 63.7% 72.3%
y/y EAT growth 373.5% 1597% 241%
Gross margin 22.4% 21.9% 22.7%
SG&A expenses to net revenue ratio 19.7% 19.4% 19.8%

Source: FRT; ACBS

Long Chau's revenue/store by quarter
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Besides the existing businesses, FRT has recently expanded to vaccination centers,
which are targeted to take advantage of Long Chau's customer base and seek growth
opportunities from this untapped market. As of Nov 3" 2023, the company had six
vaccination centers, located in Ha Noi (2), HCMC (2), Dong Nai (1), Tay Ninh (1).
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However, this business is still in the trial phase; further information has not been
disclosed.

Earnings forecasts for 2023_2024

We project FRT's EAT may turn from negative in 2023 to positive in 2024 thanks to
continued growth of Long Chau and no loss from FPTShop.

For Long Chau, as the company targets to keep expanding its store network, we
assume that 300 new stores may be openedin 2024 and expect Long Chau may deliver
26.8% y/y growth inrevenue and 22.5% y/y growth in EAT.

For FPTShop, we projected its revenue may grow by 7.1% y/y in 2024, based on
expectations that consumer spending may see some improvements when economic
difficulties diminish. The chain may return to profit in 2024, albeit still far from the
previous years' levels, with gross margin being assumed to climb to 10.9% (from
10.2% expected in 2023) on the back of softer price war pressure.

Valuation

Our projections for FRT's net revenue and EAT are VND37,443bn (+16.4% y/y) and
VND351bn in 2024. Combining the DCF and EV/Sales methods, our target price for
FRT is VND109,045/share.
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FRT FINANCIALS MODEL Price (VND): 102,000 Target (VND): 109,045 (v':"'l‘;;:)’: 13,910
(VND bn except where stated) 2021 2022 2023F 2024F 2025F
Total Net Sales 22,495 30,166 32,160 37,443 42,564
Sales growth (%) 53.4% 34.1% 6.6% 16.4% 13.7%
CoGS 19,343 25,463 27,044 31,115 35,166
Selling expenses ex-dep'n 2,003 3,152 3,838 4,227 4,820
G&A expenses ex-dep'n 582 879 921 1,141 1,301
Financial revenues 28 26 20 20 20
Financial expenses 14 25 10 10 10
EBITDA 581 673 367 969 1,287
EBITDA margin (%) 2.6% 2.2% 1.1% 2.6% 3.0%
Depreciation 72 115 227 318 367
Operating profit 509 558 140 651 920
Operating profit margin (%) 2.3% 1.8% 0.4% 1.7% 2.2%
Other profits/losses 8 12 12 12 12
Profits/Losses from associates - - - - -
Net interest expense (37) 84 258 246 266
as % ofavg net debt -4.4% 3.3% 6.3% 4.9% 4.8%
Interest cover (x) -13.7 6.7 0.5 2.6 35
Tax 110 88 44 66 133
Effective tax rate (%) 20.2% 18.5% -37.6% 16.4% 20.4%
Minority interest 0 8 22 27 32
Attributable net profit 444 390 -173 324 501
Cash earnings 515 506 54 641 868
Total number of shares 78,981,792 118,472,535 136,242,389 136,242,389 136,242,389
EPS (VND) (after treasury shares) 5,619 3,295 -1,269 2,375 3,676
Bonus factor (x) 0.58 0.87 1.00 1.00 1.00
Adjusted EPS (VND) 3,257 2,865 -1,269 2,375 3,676
EPS growth (%) 2014.3% -12.0% - - 54.8%
ACBS Research Department www.acbs.com.vn 7

Tel: (+84) (8) 7300 7000 Bloomberg: ACBS <GO>



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

ACBS

FRT

- NEUTRAL

21-Nov-23
KEY CASHFLOW AND BS ITEMS 2021 2022 2023F 2024F 2025F
Increase in working capital 1,462 1,646 382 648 643
Capex 172 518 752 360 240
Change ininvestment in affiliates - - - - -
Other cashflow items (342) (211) (160) (160) (160)
Free cash flow -1,461 -1,869 -1,240 =527 -176
Shareissues 10 11 - - -
Dividends paid = 39 68 68 68
Increase in net debt 1,450 1,897 1,308 595 244
Net debt, end of year 1,562 3,459 4,767 5,362 5,605
Shareholders' equity 1,662 2,008 1,767 2,023 2,455
BVPS (VND) 21,045 16,951 12,971 14,846 18,021
Net debt / equity (%) 94.0% 172.2% 269.7% 265.1% 228.3%
Net debt / EBITDA (x) 2.7 5.1 13.0 5.5 4.4
Total assets 10,820 10,524 11,591 12,441 13,117
:IE\:_IE)ESTURN AND VALUATION 2021 2022 2023F 2024F 2025F
ROE 30.9% 21.3% -9.2% 17.1% 22.4%
ROA 5.5% 3.7% -1.6% 2.7% 3.9%
ROIC 18.2% 10.5% 0.6% 7.5% 9.2%
WACC 6.8% 7.8% 8.1% 7.3% 7.7%
EVA 11.4% 2.8% -7.6% 0.1% 1.5%
PER (x) 31.2 35.4 -80.0 43.0 27.8
EV/EBITDA (x) 29.8 25.7 47.1 17.9 13.5
EV/FCF (x) -11.8 -9.2 -13.9 -32.9 -98.8
PBR (x) 4.8 6.0 7.8 6.9 5.7
PSR (x) 0.6 0.5 0.4 0.4 0.3
EV/sales (x) 0.8 0.6 0.5 0.5 0.4
PEG (x, 3 yr prospective) 0.1 -0.3 0.7 -0.6 0.9
Dividend yield 0.5% 0.5% 0.5% 0.5% 0.5%
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DISCLAIMER

Our Recommendation System

BUY: prospective 12 month VND total return (including dividends) will be more than 20%.

OUTPERFORM: prospective 12 month VND total return (including dividends) will be 10% to 20%.

NEUTRAL: prospective 12 month VND total return (including dividends) will be -10% to 10%.
UNDERPERFORM: prospective 12 month VND total return (including dividends) will be will be -20% to -10%.
SELL: prospective 12 month VND total return (including dividends) will be lower than -20%.

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 an independent 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
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