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FPT continued to record positive
business results in 1Q23

Strong IT revenue growth in Japan
and APAC offset weaker growth in
the US

Education should continue to
maintain its growth momentum

We recommend BUY for FPT stocks
with a target price of
VND111,800/share

Bu g maintain

FPT Corporation (FPT) continued to post positive results for 1Q23. In particular,
NPAT reached VND1,810 billion (+18% YoY) on revenue of VND11,681 billion
(+20% YoY), with the main contributions from global IT and education. FPT's 1Q23
gross profit margin decreased YoY due to (1) royalty payment to broadcast
international TV channels for PayTV and (2) humble domestic IT revenue and few
high-margin contracts with banks or property developers.

In the long-term, we expect the upward trend of spending on digital
transformation to boost FPT's global IT as (1) FPT can uphold its edge over its
comparable counterparts in the region in terms of staff costs and (2) FPT has deep
capacity and years of experience in providing digital transformation consultancy
and implementation services.

We expect the education segment to make a significant contribution to FPT's
business results and keep up its strong growth momentum in 2023 due to (1)
robust new student enrollment growth. The FPT Education system surpassed the
Mega milestone with a scale of over 100,000 learners (+45% YoY), demonstrating
solid demand for IT training and (2) FPT’s expanding coverage across
provinces/cities nationwide.

Based on FCFF and P/E valuation methods, business outlook, and possible risks, we
recommend BUY for FPT stocks. The target price is VND111,800/share, 30% higher
than the closing price on June 22, 2023.

Target pl’iCE VND 111,800 Trading data Share price performance

Free float 84.4% (%) M 3M 6M 1M
Upside 30% 3M avg trading value (VNDbn) 57.79 Absolute 59 14.8 8.8 -4.8
Current price (Jun 22, 2023) VND 85,500 Foreign ownership 49% Relative 11 6.9 2.3 34
Consensus target price VND 103,500 Major shareholder Truong Gia Binh (7%)
Market cap (USDbn) 4.03
Forecast earnings & valuation
FY-end 2021A 2022A 2023F 2024F relate performance (<10
Revenue (VNDbn) 35,657 44,010 51,886 61,917 (%) Stockprce ren VND
Operating income (VNDbn) 6,228 7,589 8,685 10,396 10 100,000
NPAT of parent company (VNDbn) 4337 5,310 6,147 7,357 5 80,000
EPS (VND) 4,349 4,429 5,566 6,662 0 60,000
EPS growth (%) 6% 2% 26% 20% 40,000
P/E (x) 10.1 16.6 20.1 16.8 5 20,000
P/B (x) 2.0 34 3.8 34 10 0
ROE (%) 0.2 03 02 0.2 g A g > P
Dividend yield (%) 6% 3% 2% 2% o ¢S

Source: Bloomberg, KB Securities
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Business performance

FPT's 1Q2023 revenue and profit FPT's 1Q23 revenue continued to record positive growth with NPAT of
continues to maintain positive VND1,810 billion (+18% YoY) on revenue of VND11,681 billion (+20% YoY), with
growth the main contributions from global IT and education. Gross profit margin

decreased YoY due to (1) royalty payment to broadcast international TV
channels for PayTV and (2) humble domestic IT revenue and few high-margin
contracts with banks and real estate companies.

Fig 1. FPT - 1Q22-1Q23 business results

VNDbn 1Q2022 1Q2023 +/-%YoY  Notes

Revenue 9,730 11,681 20%

IT revenue continued to enjoy positive growth across all
markets. Japan (+31.2% YoY) and APAC (+65.7% YoY) saw
the strongest growth.

Global IT 4111 5435 329 Qigital transformation re\fenue in 1Q23 reacheq VND2,103
billion (+28% YoY), focusing on new technologies such as
Cloud, Al/Data Analytics, ...

Newly signed revenue reached VND10,165 billion (+44.1%

YoY).

Local enterprises face many difficulties, causing the demand
Domestic IT 1,530 1,407 -8%  forinvestment in IT to decline. Profit before tax of this
segment in 1Q23 was only VND18 billion (-80.6% YoY)

Telecom services 3,320 3,695 11%
Online advertising 151 95 -37%
Education, Investment, and others 667 1,048 57%
Gross profit 3,953 4,568 16%
Gross profit margin (%) 41% 39%

SG&A (2,538) (2,694) 6%
% SG&A/revenue 26% 23% -12%
Operating income 1423 2097 47%
Financial income 416 676 63%
Financial expense -268 -497 86%
Net other income 6 24 274%
Profit before tax 1779 2121 19%
NPAT 1539 1810 18%

Source: FPT Corporation, KB Securities Vietnam
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Fig 2. FPT - Global & domestic IT revenue growth (VNDbn, %)

KB SECURITIES VIETNAM

Fig 3. FPT - Software exports growth (%YoY)
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Fig 4. FPT - Telecom revenue growth (VNDbn, %YoY)

Source: FPT Corporation, KB Securities Vietnam

Fig 5. FPT - Education-Investment revenue growth
(VNDbn, %YoY)
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Strong IT revenue growth in Japan
and APAC can offset weaker
growth in the US

Source: FPT Corporation, KB Securities Vietnam

In terms of demand, American technological research and consulting firm
Gartner., Inc forecasts global software spending in 2023 and 2024 to grow
strongly, achieving 12.3% and 13.1%, respectively. It implies that businesses will

prioritize investing heavily in digital transformation. In the long-term, we expect

this upward trend to strengthen FPT's overseas IT prospects as (1) FPT can
uphold its edge over its comparable peers in terms of staff costs and (2) FPT

has deep capacity and years of experience in providing digital transformation

consultancy and implementation services.

Over the near term, FPT's IT revenue growth in the US alone should slow down

due to declining demand. New IT orders only inched up 2% this April. In

addition, the wave of layoffs among tech companies in the first quarter of 2023
raised more concerns about waning demand in this field. However, the

resilience of the Japanese market and strong adoption of digital transformation

in APAC may offset weaker growth in the US market. A more stable JPY and
heightened IT spending demand on IT, especially on digital transformation in
Japan after a long period of being affected by COVID, would strengthen FPT's
prospects in this market.
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PayTV and Data Center should
drive Telecom services growth

Education should continue to
maintain growth momentum

KB SECURITIES VIETNAM

In the first quarter of 2023, FPT recorded many large orders from foreign
markets, including six projects worth over USD5million each. New IT global
contract value is VND10,165 billion (+44.1% YoY).

The main growth driver of telecom services will depend heavily on PayTV and
Data Center when the broadband services market is almost saturated. In 2023,
FPT plans to spend 40% of its annual CAPEX on telecommunications, principally
upgrading the undersea fiber optic cable system, diversifying contents for pay
TV services, and putting the Data Center in District 9 into operation.

In 1Q23, revenue from PayTV and others amounted to VND549 billion (+33.8%
YoY), while pre-tax profit narrowed to VND174 billion (-21.8% YoY) due to
royalty investment cost for PayTV to increase competition. We expect PayTV's
business results to improve further over the next quarters thanks to (1) paid TV
rights and (2) rising subscribers thanks to diverse sports content.

In addition, Data Center will help boost earnings growth of the telecom
business as its net profit margin is usually 20% higher than that of broadband
services. FPT plans to further expand its coverage with two more data centers
opened in Ho Chi Minh City and one in Hanoi.

We expect the education business to significantly contribute to FPT's growth
and maintain its strong growth momentum in 2023, supported by (1) solid new
student enrollment growth. The FPT Education system surpassed the Mega
milestone with a scale of over 100,000 learners (+45% YoY), demonstrating
solid demand for IT training and (2) FPT’s expanding coverage across
provinces/cities nationwide. Specifically, FPT Unischool Ha Nam was topped off
this spring and is expected to welcome about 10,000 students this year.
Previously, FPT worked with more than 24 provinces/cities in Vietnam to
establish K-12 schools in 2022.
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Fig 6. FPT - 2022A-2023F business results

Forecast
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2022A

2023F

+/-%YoY

Notes

Revenue 44,010 51,886 18%

Global IT - IT revenue in Japan and APAC is forecast to grow
respectively 25% and 35% in 2023 thanks to huge spending
demand on IT, especially digital transformation, in these
markets.

18,935 23,256 23% - In contrast, the US and EU markets will experience weaker
growth due to concerns about economic recession as well as
shrinking demand in these two markets. We project FPT’s
growth in the US at 16% and in the EU at 11% in 2023 to
reflect the above risks.

Domestic IT
Domestic IT services bleak due to weak IT spending demand

6,586 6,323 -4%
outlook.

Telecom services Broadband services should remain flat as the market is

13,954 15,603 12%  almost saturated. Telecom growth should be led by PayTV
and Data Center.

Online advertising

775 798 3%
Education, Investment, and others It is expected that Education will continue to maintain
3,767 5,906 57% » )
positive growth momentum in 2023.

Gross profit 17,167 19,976 16%

Gross profit margin (%) 39% 39% -1%

SG&A (10,573) (11,934) 15%

% SG&A/revenue 24% 23% 2%

Operating income 7589 8685 14%

Financial income 1.999 1417 ~29%

Financial expense ~1687 ~774 ~54%

Net other income 73 78 7%

Profit before tax 7662 8.841 15%

NPAT 6,491 7,515 16%

Source: FPT Corporation, KB Securities Vietnam
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Valuation

We select two approaches, discounted cash flow (DCF) and P/E ratio in relation
to comparable peers across developing countries in Asia for IT and
Telecommunications. As for the IT segment, we apply a 10% discount versus
the current P/E median of the sector, reflecting concerns about waning
demand for IT services in 2023 due to negative macro factors that will affect
the valuation of technology businesses under our coverage. For the Education
segment, since there is no separation between the education and investment
segments, we assume the current P/E is justified.

Based on the two valuation methods above with a ratio of 50-50, we
recommend BUY for FPT shares with a target price of VND111,800/share, 30%
higher than the closing price on June 22, 2023.

Fig 7. FPT - FCFF valuation

Cost of equity 13% PV of terminal value (TV) 81,627
X Total present value in 2023-2027

Risk-free rate 5% 48,399
(PV)

Risk premium 8% Total present value 130,027

Beta 1 Value of owner equity 130,511

i No. of outstanding shares (thousand

Terminal growth 3% 1,104,332
shares)
Equity/outstanding shares (VND) 106,363

Source: KB Securities Vietnam

Fig 8. FPT - P/E valuation

Target P/E Contribution to revenue Weight
IT 28 45% 12.6
Telecom 145 37% 54
Education & Investment 163 19% 31
Total 21.1
Target price 117,238
Source: KB Securities Vietnam
Fig 9. FPT - Valuation methods
Valuation method Forecast price Weight Weighted price
FCFF 106,312 50% 53,156
P/E 117,238 50% 58,619
Target price (rounded) 111,800
Current price 85,500
Upside to target price 30.8%

Source: KB Securities Vietnam
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Fig 10. FPT - Historical P/B (x)
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Source: Bloomberg, KB Securities Vietnam
Fig 11. Asia - P/E of IT companies among developing nations in Asia
Market cap (VNDtn) Forward P/E Weight Weighted P/E
Persistent Systems Ltd 109 30 8.7% 2.6
Mphasis Ltd 102 20 8.1% 16
Beijing Ultrapower Software Co 100 38 7.9% 3.0
Isoftstone Information Technol 98 16 7.8% 12
Taiji Computer Corp Ltd 94 48 7.5% 3.6
DHC Software Co Ltd 85 32 6.8% 22
Coforge Ltd 79 26 6.3% 16
China Translnfo Technology Co 74 35 5.9% 2.1
Wonders Information Co Ltd 68 67 5.4% 3.6
Hyundai Autoever Corp 60 23 4.8% 11
CETC Digital Technology Co Ltd 59 25 4.7% 12
PCl Technology Group Co Ltd 54 24 4.3% 1.0
Yusys Technologies Co Ltd 48 32 3.8% 12
Chinasoft International Ltd 48 13 3.8% 0.5
Beijing eGOVA Co Ltd 47 37 3.8% 14
Richinfo Technology Co Ltd 46 40 3.7% 15
Fujian Boss Software Developme 42 27 3.4% 0.9
Digital China Information Serv 42 28 3.4% 0.9
P/E average 31

Source: Bloomberg, KB Securities Vietnam
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Fig 12. Asia- P/E of telecommunications companies among developing nations in Asia
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Market cap (VNDtn)
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Source: Bloomberg, KB Securities Vietnam
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FPT - 2021A-2024F business results
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Income Statement

Balance Sheet

(VND billion) 2021 2022 2023F 2024F (VND billion) 2021 2022 2023F 2024F
Net sales 35,657 44,010 51,886 61,917 CURRENT ASSETS 53,698 51,650 63,749 69,231
Cost of sales 22,025 26,842 31,910 38,079 Cash and cash equivalents 35,118 30,938 42,756 46,648
Gross Profit 13,632 17,167 19,976 23,838 Short-term investments 5,418 6,440 8,603 10,498
Financial income 1,271 1,999 1,417 1,489 Accounts receivable 20,731 13,047 20,804 20,220
Financial expenses -1,144 -1,687 -774 -690 Inventories 6,882 8,503 9,951 11,875
of which: interest expenses -484 -646 174 -690 LONG-TERM ASSETS 1,507 1,966 2,360 2,817
Gain/(loss) from joint ventures (from 2015) 687 484 484 484 Long-term trade receivables 18,580 20,713 20,993 22,583
Selling expenses -3,605 -4,526 -5,189 -6,192 Fixed assets 167 225 225 225
General and admin expenses -4,612 -5,846 -6,745 -8,049 Investment properties 10,399 12,033 13,386 14,976
Operating profit/(loss) 6,228 7,589 8,685 10,396 Long-term incomplete assets 0 0 0 0
Other incomes 133 184 208 248 Long-term investments 3,102 3,238 3,228 3,228
Other expenses -25 -111 -130 -155 TOTAL ASSETS 466.0 407.9 407.9 407.9
Net other income/(expenses) 109 73 78 93 LIABILITIES 32,280 26,294 30,398 31,465
Income from investments in other entities 0 0 0 0 Current liabilities 29,761 24,521 28,553 29,520
Net accounting profit/(loss) before tax 6,337 7,662 8,841 10,582 Trade accounts payable 2,866 3,209 4,706 5431
Corporate income tax expenses -988 -1,171 -1,326 -1,587 Advances from customers 711 491 491 491
Net profit/(loss) after tax 5,349 6,491 7,515 8,994 Short-term unrealized revenue 17,799 10,904 11,317 9,819
Minority interests 1,012 1,181 1,368 1,637 Short-term borrowings 2,519 1,773 1,845 1,945
Attributable to parent company 4,337 5,310 6,147 7,357 Long-term liabilities 0 0 0 0
Long-term trade payables 0 0 0 0
Margin ratio cuI;:oan:l'esrm advances from % 15 15 15
2021 2022 2023F  2024F Unrealized revenue 2,296 1,478 1,578 1,678
Gross profit margin 38.2% 39.0% 38.5% 38.5% TR TS 21418 25356 33351 37,766
EBITDA margin 19.2% 19.5% 18.4% 18.0% OWNER'S EQUITY 9,076 10,970 10,970 10,970
EBIT margin 19.1% 18.9% 18.5% 18.2% Paid-in capital 50 50 50 50
Pre-tax profit margin 17.8% 17.4% 17.0% 17.1% Share premium 7,000 7,712 11,400 15,814
Operating profit margin 17.5% 17.2% 16.7% 16.8% Undistributed earnings 3 3 0 0
Net profit margin 15.0% 14.7% 14.5% 14.5% Minority interests 3,477 4310 4310 4,310
Cash Flow Statement Key ratios
(VND billion) 2021 2022 2023F 2024F (x, %, VND)
Net profit/(loss) before tax 6,337 7,662 8,841 10,582 Multiple
Depreciation and amortization 1,644 1,833 1,755 1,967 P/E 10.1 16.6 20.1 16.8
Profit/loss from investing activities -1,700 -1,987 -1,987 -1,987 P/E diluted 10.1 16.6 20.1 16.8
Interest expense 484 646 774 690 P/B 20 34 3.8 3.4
a‘;f;f;g‘ﬁ:{:ﬁ:f/ ([ostlbeioiechanesss 7,053 9,042 9,383 11252 b/s 11 18 24 2.0
(Increase)/decrease in receivables -694 -1,949 -1,621 -1,448 P/Tangible Book 2.0 34 3.8 34
(Increase)/decrease in inventories -218 -498 -458 -395 P/Cash Flow 6.8 16.0 16.0 17
Increase/(decrease) in payables 1,910 1,300 343 1,497 EV/EBITDA 8.0 10.0 12.9 11.0
(Increase)/decrease in prepaid expenses -376 -634 309 216 EV/EBIT 9.9 12.3 153 13.0
l:cetti:iiisehs|nflows/(outflows) from operating 5,840 5,054 7725 10,571 SN
as:eut;chases of fixed assets and other long-term 2911 3215 3,632 4334 cor 25% 26% 23% 24%
Proceeds from disposal of fixed assets 3 6 0 0 ROA 8.1% 10.3% 9.6% 10.6%
Loans granted, purchases of debt instruments 35,827 -32,995 0 0 ROIC 18.8% 26.3% 254% 28.9%
deE(t]s“iencsttl:)unn:efr:ct):ns, proceeds fromsalesef 27,590 40,669 0 0 Financial structure
Investments in other entities -451 -557 0 Cash Ratio 0.31 0.27 0.21 0.21
Proceeds from divestment in other entities 0 56 0 0 Quick Ratio 0.71 0.66 0.63 0.77
Dividends and interest received 1,183 1,794 0 0 Current Ratio 1.45 127 118 113
glcetti:ia:ise:mflows/(outflows) from investing 10’413: 5,757 3,632 4334 T Debt/Equity 11% 6% 50 4%
Proceeds from issue of shares 88 7 0 0 LT Debt/Total Assets 4% 3% 2% 2%
Payments for share returns and repurchases 0 0 0 0 Debt/Equity 83% 43% 34% 26%
Proceeds from borrowings 34,464 28,120 100 100 Debt/Total Assets 33% 21% 18% 14%
Repayment of borrowings 26,931 35,740 0 1,498 ST Liabilities/Equity 139% o1% 86% 8%
Finance lease principal payments -1 -8 0 0 ST Liabilities/Total Assets 55% 47% 45% 43%
Dividends paid -2,254 -2,222 -2,459 -2,943 Total Liabilities/Equity 151% 104% 91% 83%
Interests, dividends, profits received 0 0 0 0 Total Liabilities/Total Assets 60% 51% 48% 45%
zl:tti\fiiise:mfIOWS/(OUthOWS) from financing 5365 9773 1,946 4341 actity raios
Net increase in cash and cash equivalents 791 1,038 2,147 1,896 Account Receivable Turnover 52 52 52 5.2
E::;gnd cash equivalents at the beginning of 4,686 5418 6,456 8,603 ventory Tumover 146 137 135 135
Cash and cash equivalents at the end of period 5478 6,456 8,603 10,498 7.8 8.5 6.9 71

Account Payable Turnover

Source: FPT Corporation, KB Securities Vietnam
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