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Business results recovered strongly
after accumulated losses in 3Q21

Revenue should recover in "K-
shape" after the lifting of social
distancing measures

PNJ will boost the retail segment by
opening new stores from private
placement proceedings

We recommend BUYING PNJ shares
with a target price of VND129,100

Bu g maintain

In 2021, Phu Nhuan Jewelry (PNJ) recorded VND1,030 billion (=3.7% YoY) in NPAT
on net revenue of YND19.593 billion (+11.9% YoY), fulfilling 83.8% and 93.3% of
the full-year plan profit and revenue. In the first two months of this year, those
figures were VND522 billion (+36.7% YoY) and VND7,066 billion (+41.1% YoY).

We believe that PNJ's business performance in 2022 will continue to recover
strongly, especially in the retail segment when business results rely heavily on the
opening of stores. From our observation, PNJ's customer base is less affected by
the pandemic, proven by the exceptional business results of PNJ after two major
lockdowns in 2Q20 and 3Q21.

We expect retail sales to grow by 30-35% YoY from the low base last year, with
the number of new PNJ Gold stores in 2022 ranging between 20 and 40, depending
on the pandemic.

In 2022, KBSV forecasts PNJ's NPAT at VND1,435 billion (+38.9% YoY) and net
revenue at VND24,111 billion (+23% YoY). In 2023, those figures should be
VND1,898 billion (+32% YoY) and VND27,772 billion (+15.1% YoY), respectively.
We recommend BUYING PNJ shares with a target price of VND129,100/share, 22%
higher than the closing price on March 21, 2022.

Target price VNDlZg,lOO Trading data Share price performance

Free float 85% (%) M 3M 6M 12M
Upside/Downside 22% 3M avg trading value 101/4.48 Absolute -4 12 15 24
Current price (Mar 21, 2022) VND105,600 (VNDbn/USDmn) Relative -3 11 4 0
Market cap (VNDbn/USDmn) 24/1.06 Foreign ownership 48.62%

Major shareholder VinaCapital (8.48%)
Forecast earnings & valuation )
FY-end 2020A 2021A 2022E 2023E Refatve vs V- ndex (et
Net revenue (VNDbn) 17511 19613 24111 27772 ) PNJ price (right) (VNDI
Earnings/Loss (VNDbn) 1,349 1,305 1,810 2,393 130,000
NPAT (VNDbn) 1,069 1,033 1,435 1,898 100,000
EPS (VND) 4,308 4,161 5914 7,823
EPS growth (%) -120 -34 42.1 323 70,000
P/E (x) 188 231 179 135 40,000
P/B (x) 3.5 3.6 3.7 32
ROE (%) 20 18 22 24 1L 10,000
Dividend yield (%) 45 35 35 35 0321 0621 0921 1221  03.22

Source: Bloomberg, KB Securities Vietnam



4Q21 business results recovered
well from the lost quarter of 3Q21

Fig 1. PNJ - Net sales & gross profit margin (VNDbn, %)
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Updated business performance

In 2021, PNJ achieved VND1,030 billion (-3.7% YoY) in NPAT and VND19.593
billion (+11.9% YoY) in net revenue, delivering 83.8% and 93.3% of the full-year
targets. The profit was affected by the COVID-19 pandemic, which severely
disrupted business activities in the first two months of 3Q21.

Entering 4Q21, NPAT reached VND457 billion (+7% YoY, up strongly from a loss
of =VND159 billion in 3Q21) while net revenue hit VND7,098 billion (+21.4%
YoY), driven by retail sales (+15.2% YoY). Business results of PNJ recovered well
after the lifting of social distancing measures in megacities, with revenue and
NPAT being only lower than 1Q21’s VND7,181 billion and VND513 billion (the
highest recorded by PNJ).

The gross profit margin was down from 20.15% in 2020 to 17.7% (-245 bps
YoY) in 4Q21. Over the past year, PNJ's gross margin was 18.2%, 1.4 percentage
points lower than in 2020.

Fig 2. PNJ - Revenue breakdown (%)
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Fig 3. NPAT & growth of NPAT

Source: Phu Nhuan Jewelry, KB Securities Vietnam

Fig 4. SG&A expenses/revenue quarterly

NPAT (left) —a@— Growth YoY (right)
e Se|ling expense/revenue G&A expense/revenue
600 T 800%
35.0% T
500 +
600% 30.0% +
400 T 25.0% +
400%
300 + 20.0% +
200 + 200% 15.0% 1
10.0% +
100 + N 0.0%
/ 0% 5.0% T
0 . ,
0.0% . . . .
100 + V'ZOO% oc)cafao)aooe Ny
200 + -400% IS A< S O A A S A A
9 O O O O O O O DD D D
S A A R R SR, S S R R S
NI R SR SR IR AR U U U U
RGN CER CIR CER CER CER CER CERG
ISP A R R

Source: Phu Nhuan Jewelry, KB Securities Vietnam

Source: Phu Nhuan Jewelry, KB Securities Vietnam

Kb KB Securities | VIETNAM



Revenue should recover in "K-
shape" after social distancing is
lifted

PNJ continues to promote retail
sales by opening new stores from
private placement proceeds

KB SECURITIES VIETNAM

Retail sales as the key driver in 2022

During the third quarter of 2021, PNJ was heavily impacted by social distancing
in major cities, leading to the temporary closure of many stores. Specifically,
PNJ suffered a loss in 3Q21 with net revenue of just over VND870 billion.

However, when the Government relaxed most of the social distancing measures
to focus on socio-economic recovery, PNJ's business results bounced back in
4Q21. We believe that PNJ's positive growth will continue in 2022, especially in
the retail segment with the reopening of stores.

Fig 5. Net revenue & NPAT monthly
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Source: Phu Nhuan Jewelry, KB Securities Vietnam

Furthermore, PNJ's customer base is less affected by the pandemic (Figure 5),
proven by the impressive rebound in business results following the relaxation of
social distancing protocols in 2Q20 and 3Q21.

At the General Meeting of Shareholders, the BOD approved the private
placement of 15 million shares at VND95,000 per share, bringing in total
mobilized capital of more than VND1,400 billion. 55% of the proceeds are to
expand the jewelry business, promote development, and open and expand new
retail stores.

In addition, PNJ would spend VND285 billion of the above amount to increase
production capacity, expand the factory at PNJ Jewelry Manufacturing and One
Member Co., Ltd, and the rest for technology advancement and system
improvement.

We expect the number of new PNJ Gold stores in 2022 to range from 20 to 40,
depending on the pandemic. By the end of January 2022, PNJ had 310 PNJ Gold
stores, 10 PNJ Silver stores, and 9 other stores (CAO, Watch, Art, and Style).

*b KB Securities | VIETNAM



Business results maintained
positive growth in February 2022
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Fig 6. PNJ - Number of stores
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Source: Phu Nhuan Jewelry, KB Securities Vietnam

In 2M22, PNJ posted NPAT of VND522 billion (+36.7% YoY) on net revenue of
VND7,066 billion (+41.1% YoY). Last month, those figures were VND252 billion
(+17.8% YoY) and VND3,589 billion (+26.5% YoY), respectively.

Retail sales picked up by 53.3% (online sales jumped by 115%), driven by the
Tet holiday in January and Valentine's Day in February. Gold bar sales also
climbed by +46.4% YoY thanks to the God of Wealth Day as well as surging gold
prices since the beginning of the year.

Fig 7. PNJ - Average sales/store/month, gold & silver included (VNDbn)
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Source: Phu Nhuan Jewelry, KB Securities Vietnam

In our estimates, the average retail sales/store of the jewelry segment
(including gold and silver) in the first two months of this year were over VND6
billion (up strongly compared to 2021 and 2020, even higher than the pre-
pandemic level of VND3-5 billion). We believe that PNJ's average sales per
store will continue to outperform in March 2022 thanks to International
Women's Day. For the whole year of 2022, we forecast PNJ's average
sales/store to be VND3.6 billion (28.5% higher than the 2021 average of
VND2.8 billion/store).

*b KB Securities | VIETNAM



Table 1. PNJ - 2021A-2022E business results

KB SECURITIES VIETNAM

VND BN 2021A 2022F %YOY NOTES
Revenue 19,613 24,111 +23%
Positive growth came mainly from the recovery of gold sales (+30-35% YoY) thanks to:
Joining hands with Pandora to open stores that provide PNJ and Pandora products in major
cities, boosting PNJ’s average sales per store.
X 30 new PNJ Gold stores from mid-2022, expanding stores in second-tier and third-tier
Retail 11,513 15,420 +33.9% "
cities.
Increasing customer experience, and targeting young customers with appropriate product
lines. Gaining market share from retail stores hit by COVID-19 pandemic and with limited
processing technology.
Wholesale 2,648 2,848 +7.5%
Gold bar 5,021 5,400 +7.5%
Others 431 0 n/a
Gross profit margin reached 19.4% thanks to increased retail sales with superior gross
Gross profit 3,573 4,794 +34.1% margi
gin.
Selling expense -1,694 -1977
G&A expense -472 -581
NPAT 1,033 1,435 38.9%

Source: KB Securities Vietnam
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2022F business results

We recommend BUYING PNJ
shares with a target price of
VND129,100 apiece

KB SECURITIES VIETNAM

Forecast business performance, valuation &
recommendation

In FY22, we forecast PNJ's NPAT of VND1,435 billion (+38.9% YoY) on net
revenue of VND24,111 billion (+23% YoY). In FY23, those figures should be
VND1,898 billion (+32% YoY) and VND27,772 billion (+15.1% YoY), respectively.

According to the P/E method, we give PNJ a target P/E of 21x and EPS of
VND5,914/share for FY22. By combining the two valuation methods of DCF and
P/E with a ratio of 50-50, We recommend BUYING PNJ shares with a target
price of VND129,100/share, 22% higher than the closing price on March 21,
2022.

Table 2. PNJ - DCF valuation method

Risk-free rate

5.5%

Risk premium
9.0%

Beta

1.0
Long term growth
gterma 20%
WACC 11.44%
Source: KB Securities Vietnam
Table 3. PNJ - Target price according to DCF and P/E valuation methods (VND)
Valuation method Forecast price (VND) Weight
DCF 134,097 50%
P/E 124,184 50%
Target price 129,100 100%

Source: KB Securities Vietnam
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PNJ - 2020A-2023E financials
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Income statement

Balance sheet

(VNDbn) 2019A 2020A 2021 2022E
Net sales 17,511 19,613 24,11 27,772
Cost of sales (14,076) (16,040) (19,435) (22,045)
Gross Profit 3,435 3,573 4,677 5727
Financial income 2 1B B 18
Financial expenses (162) (118) (325) (298)
of which: interest expenses (154) (104) (172) (197)
Gain/(loss) fromjoint ventures o] 0 0 0
Selling expenses (1429 (1694) (1977) (2,305)
General & admin expenses (506) (472) (581 (749)
Operating profit/(loss) 1349 1305 1810 2,393
Net other income/(expenses) (3) (18) (8) (10)
Pretax profit/(loss) 1346 1287 1801 2,383
Income tax (277) (254) (367) (485)
Net profit/(loss) 1069 1033 1435 1898
Minority interests 0 0 0 0]
Net profit after M1 1069 1033 1435 1898
Operating ratios
(X9 2019A 2020A 2021E 2022E
Revenue growth 3% 2% 23% 15%
EBIT growth -8% -7% 42% 31%
EBITDA growth 7% -6% 42% 30%
NP after M1 growth -10% -3% 39% 32%
Gross profit margin 20% 8% 1% 21%
EBITDA margin 9% 8% 9% 0%
EBIT margin 9% % 8% 9%
Pre-tax profit margin 9% % 8% 9%
Net profit margin 6% e 6% %
Cash flow
(VNDbn) 2019A 2020A 2021 2022E
Net profit 1346 1287 1801 2,383
Plus: depreciation & amort 72 75 84 16
Plus: investing (profit)/loss 1 (29) (29) (29)
Change in working capital 360 (1801 (1227) (1106)
(Inc)/dec - receivables 7 (18) (37 13
(Inc)/dec - inventory 485 (2,14 (1,083) (1,396)
(Inc)/dec - other curr assets 0 0 o 0o
Inc/(dec) - payables (100) 351 (57) 245
Inc/(dec) - advances (42) 5 (50) 32
Inc/(dec) - other curr liab o] 0 0 0
Other adj for operations o] 0 0 0
Operating cash flow 1497 (717) 237 948
ST investments 0 0 o ]
Capital expenditures (85) (63) (426) (520)
Investment properties 0 0 0 o]
Investment in subsidiaries o o o 0o
Other assets 0 0 0 ]
Other adj for investments 1 14 0 0
Investing cash flow (84) (49) (426) (520)
Issuance/ (repayment) of debt 7,433 7,756 9,535 10,553
ST debt (8,208) (6,876) (8,921) (10,276)
Other liabilities 0 0 o 0
Issuance/(retirement) of equity 46 0 0 0
Dividends paid (355) (177) (364) (485)
Other adj for financing @ () 0 0
Financing cash flow (1,085) 702 250 (208)
Net increase in cash & equivalents 327 (65) 62 220
Cash & equivalents - beginning 95 422 358 419
Cash & equivalents - ending 422 358 419 640

(VNDbn) 2019A 2020A 2021 2022E
Total assets 8,483 10,547 11980 13,931
Current assets 7,144 9,220 10,661 12,307
Cash & equivalents 422 358 419 640
ST investments o] o] 0 o
Accounts receivable 68 60 97 84
Inventory 6,546 8,687 9,769 11,166
Other current assets 108 16 376 418
Long-term assets 1339 1327 1318 1625
LT trade receivables w 84 0 o
Fixed assets 281 259 507 786
Investment properties 0 0 0 0
LT incomplete assets 33 31 31 31
LT investments 395 395 530 611
Goodwill 0 0 o o
Other LT assets 552 557 251 197
Liabilities 3,241 4,530 5,113 5,806
Current liabilities 3,232 4,521 5103 5795
Trade accounts payable 482 689 632 877
Advances from customers 0 0 o o
ST borrowings 1839 2,722 3,336 3,614
Special reserves 0 o 5} 0
Other current liabilities on 110 1135 1304
Long-term liabilities 9 9 10 u
LT payables 0 0 0 0
LT borrowings 0 o 0 0
Other LT liabilities 9 9 10 n
Shareholders' equity 5,242 6,017 7,133 8,409
Paid-in capital 2,276 2,276 2,426 2,426
Share premium 991 991 991 991
Treasury stock 3) (5) (5) (5)
Undistributed earnings 1605 1954 2,840 4,010
Reserve & others 373 801 881 987
Minority interests 0 0 0 0
Total liabilities & equity 8,483 10,547 12,246 14,215
Key ratios
(x, % VND) 2019A 2020A 2021E 2022E
Valuations
P/E 18.8 231 17.9 135
P/E diluted 18.8 23.1 prac) 135
P/IB 3.5 3.6 3.7 3.2
PIS 11 11 11 0.9
EV/EBITDA 174 9.7 149 n4a
EV/EBIT 8.2 20.8 155 19
EPS 4,308 4,161 5914 7823
DPS (annual, ordinary) 1560 779 1500 2,000
Dividend payout ratio (% 45% 35% 35% 35%
Operating performance
ROE 20% 18% 22% 24%
ROA 13% 1% 13% 15%
ROIC 15% 2% 14% 16%
Financial structure
Total liab/equity 0.6 0.8 0.7 0.7
Current ratio (x) 22 20 21 21
Interest coverage (x) 9.7 13.3 1s 3.1
Activity ratios
Asset turnover 0.8 21 2.1 21
Receivables turnover 7.4 307.6 307.6 308.0
Inventory turnover 23 21 2.1 21
Payables turnover 23.2 311 311 311

Source: Phu Nhuan Jewelry, KB Securities Vietnam
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Investment ratings & definitions

Investment Ratings for Stocks

(based on expectations for absolute price gains over the next 6 months)

Buy: Hold: Sell:
+15% to -15% -15% or more

+15% or more

Investment Ratings for Sectors

(based on expectations for absolute price gains over the next 6 months)

Positive: Neutral: Negative:
Perform in line with the market ~ Underperform the market

Outperform the market

Opinions in this report reflect the professional judgment of the research analyst(s) as of
the date hereof and are based on information and data obtained from sources that KBSV
considers reliable. KBSV makes no representation that the information and data are
accurate or complete and the views presented in this report are subject to change without
prior notification. Clients should independently consider their own particular
circumstances and objectives and are solely responsible for their investment decisions
and we shall not have liability for investments or results thereof. These materials are the
copyright of KBSV and may not be reproduced, redistributed or modified without the prior
written consent of KBSV. Comments and views in this report are of a general nature and
intended for reference only and not authorized for use for any other purpose.
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