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2Q22 sales results maintain the
growth momentum

The outlook for TGDD/DMX will be
brighter in the second half of 2022

The restructure of BHX boosted
per-store sales and the new store
layout will be deployed on a larger
scale

We recommend BUY MWG stocks

with a target price of
VND84,912/share

Bu g maintain

At its Analyst Meeting, Mobileworld (MWG) unveiled its 6M22 business results with
NPAT of VND2,576 billion (+1% YoY) and net revenue of VND70.804 billion (+13%
YoY). Thus, the company has fulfilled 41% and 51% of its whole-year plan for
earnings and revenue, respectively, and delivered 40% and 49% of our forecasts.

Revenue growth of the information and communications technology (ICT) and
consumer electronics (CE) segments of TGDD/DMX in the second half of the year
will be higher than that of the first half of the year and 2H21 low. It is supported
by: (1) the release of iPhone 14 in the coming time and (2) the approaching World
Cup as well as the upcoming Lunar New Year in late January 2023.

The restructure of BHX received positive signals, with per-store revenue in July
2022 up 30% over 1H22 to VNDL1.3 billion. The group will complete its store
upgrades in August, deploy the new store layout on a larger scale, and penetrate
untapped provinces and cities.

We revise 2022F business performance for MWG after lowering valuation metrics
for BHX and including the An Khang Pharmacy chain in our valuation model. In
FY22, MWG's NPAT and net revenue should reach VNDVND®6,377 billion (+16.9%
YoY) and VND145,184 billion (+16.9% YoY), respectively. Therefore, we reiterate
our BUY recommendation for MWG stocks with a target price of VND84,912/share,
27.1% higher than the closing price on August 24, 2022.

Target price VND84,912 Trading data Share price performance

Free float 70% (%) M 3M 6M 12M
Upside/Downside 27.1% 3M avg trading value 264.7/11.3 Absolute 8 -13 -1 27
Current price (Aug 24, 2022) VND 66,800 (VNDbn/USDmn) Relative 18 -3 6 19
Market cap (VNDbn/USDmn) 97.7/4,171 Foreign ownership 49%

Major shareholder Retail World Investment

Consultant Ltd (10.48%)
Forecast earnings & valuation
FY-end 2020A 2021A 2022F 2023F Refaive vs YNindex (ef) e
(%) (VND)
Net sales (VNDbn) 109,801 124,142 145,184 163,916 40,000 100,000
Earnings/Loss (VNDbn) 5413 6,445 8,419 10,051 35,000 +
NPAT (VNDbn) 3,920 4901 6,377 7612 30,000
EPS (VND) 8,656 6,875 4,357 5,200 25,000 + - 70,000
EPS growth (%) 0% -21% -37% 19% 20,000 1
P/E (x) 137 19.8 153 1238 15000 | 40000
P/B (x) 34 3.0 45 17 10,000 1 ’
ROE (%) 25% 24% 29% 27% 5,000 +
Dividend yield (%) 15% 5% 5% 15% 0 10,000
0821 1121 0222 0522 0822

Source: Bloomberg, KB Securities Vietnam



BHX saw declines in revenue
following its closure of hundreds
of outlets in 7TM22
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Business performance

By the end of 2Q22, MWG recorded NPAT of VND2,576 billion (+1% YoY) on
revenue of VND70,804 billion (+13% YoY). Thus, the company has fulfilled 41%
and 51% of its whole-year plan for earnings and revenue, respectively, and
delivered 40% and 49% of our forecasts.

Last month, MWG's net revenue was estimated at VND8,400 billion (+16% YoY).
The two chains The gioi Di dong (TGDD) and Dien May Xanh (DMX) had an
impressive growth of 63% from the low base seen in July 2021 after the closure
of 70% of points of sales due to the pandemic. However, the Bach Hoa Xanh
(BHX) grocery chain suffered a 45% decrease in revenue from its record high
achieved in the same period last year on the growing demand for amassing
essential goods.

Gross profit margin in 6M22 was down 0.9% YoY to 21.8%. It can be explained
by: (1) the gross margin of the ICT&CE segments fell to 21% since the company
implemented various promotions and liquidated inventories; (2) the BHX store
upgrades in the short term incurred operational costs and reduced revenue,
pulling BHX’s gross margin to 25% from above 26% levels in 6M21.

Revenue breakdown saw a significant change with a higher contribution of
TGDD/DMX (up from 78.3% in 6M21 to 80.5% in 6M22). Meanwhile, grocery
sales of BHX contracted by 4% YoY on store closures, thus lowering its revenue
contribution to MWG to 18.1%. Revenue from other chains inched up 1.4%,
namely An Khang pharmacy, AVA...

Fig 1. MWG - Net revenue and gross profit margin (VNDbn, %) Fig 2. MWG - Revenue breakdown
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In 7M22, TGDD/DMX enjoyed
growth of 21% YoY

TGDD/DMX's gross margin shrank
due to various promotions and
higher contribution of products
with lower margin

Sales of some product categories
fell short of expectations in the
first half of the year

DMS continues to be a spotlight

Fig 3. MWG - Revenue breakdown by category
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TGDD/DMX grew positively, but sales of some
product categories fell short of expectations

The combined revenue of TGDD (including TopZone) and DMX in 1H22 touched
VND57,000 billion (+17% YoY). Notably, in July 2022, revenue of these two
chains grew by 63% YoY given its low base in July 2021 as a result of the
COVID-19 resurgence that forced the group to close more than 70% of stores.
In 7M2022, TGDD/DMX contributed VND65,300 billion to MWG (+21% YoY).

As mentioned earlier, the gross margin of the ICT&CE segments had decreased
to 21% by the end of 2Q22 as the group deployed various promotions and
liquidated inventories. In its financial statements, inventories declined over the
last two quarters compared to the 2021-end. Per MWG, along with the
expansion of TopZone, the iPhone products have persistently increased their
contribution to the total revenue. However, the profit margin of Apple products
is lower than that of others.

Most product categories, such as smartphones, laptops, and tablets, recorded
positive growth. In contrast, consumer electronics experienced shrinking
consumption. After the peak season of the Lunar New Year, sales of the CE
segment were depressed on waning demand for air conditioners under the
impact of the La Nina phenomenon. However, we expect the CE market to
regain its upward momentum by the end of this year thanks to the approaching
World Cup (November 21-December 18, 2022) and the upcoming Lunar New
Year (late January 2023).

With 926 points of sale, DMX Supermini (DMS) recorded revenue 1.8 times
higher YoY and increased its contribution to MWG's total revenue from 7% in
2Q21 to 10% in 2Q22. Per-store revenue remained consistent at VND1 billion
per month, thus bringing in VND5,300 billion after the first six months. MWG
expects DMS to continue its positive contribution to this year's business results,
reaching VND10,000 billion in revenue.

Fig 4. DMS - Store number and cumulative revenue (stores,

VNDbn)
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The release of iPhone 14 in the
near future will boost TopZone's
revenue

KB SECURITIES VIETNAM

To date, TopZone reached 50 stores, contributing 2% to the combined revenue
of TGDD/DMX. The average sales per store in the second quarter was about
VND4-5 billion/month, down from VND6-8 billion/month in the first quarter. It
was due to: (1) The popularity of new products launched last year is losing
steam while Apple has not kicked off new releases this year; and (2) MWG
opened 20 more TopZone in 2Q22 in some provinces with per-store revenue
lower than that in megacities.

Vietnam is among those in which Apple has been boosting investment, thus
benefiting Apple authorized resellers like MWG’s retail chains. In particular,
Apple will release iPhone 14 next month with revamped design and camera
upgrades, which would be a momentum generator for TopZone and TGDD. The
company plans to expand its presence with 50 more TopZone to be well-
prepared for the iPhone 14 release.

As shared by the BOD at the recent Analyst Meeting, Apple products
contributed USD325 million to the company’s total revenue in 6M22. MWG
targets USD750 million in revenue from Apple products for the whole year of
2022, up 67% from USD450 million in 2021.
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BHX saw declines in revenue
following its closure of hundreds
of outlets in 7TM22

The restructure of BHX is nearing
completion with positive signals

MWG will make an IPO for BHX in
2023

KB SECURITIES VIETNAM

The restructure of BHX is nearing completion with
positive signals

Revenue of the grocery chain declined over the past seven months on the bulk
closure of ineffective outlets. In particular, revenue was down 14% YoY to
VND15,200 billion in 7M22, down 8% YoY in 2Q22, and down 45% YoY this past
July from its record high in July 2021 as the demand for amassing essential
goods soared amid Covid lockdowns in many provinces and cities. However, the
chain has been enjoying positive growth compared to the start of 2022.

MWG has changed the layout of BHX stores since April 2022 and
simultaneously closed ineffective stores. By the end of last month, BHX closed a
total of about 400 stores compared to the beginning of the year and renovated
almost all remaining stores. The corporation is upgrading the last 20 stores to
complete BHX’s restructure this August. MWG will incur costs from store
closure in its 3Q22 financial statements.

The BHX renovation strategy has shown positive signals. Per MWG, in the first
quarter of 2022, BHX’s sales increased by 15-20% with customer traffic volume
jumping by 20-25% over the same period last year. Per-store revenue was
VND1.1 billion per month in 2Q22 and hit VND1.3 billion in July alone. Thus, the
average revenue of BHX stores has risen by 30% YTD. From now until the end
of the year, MWG will focus more on new models to prepare for the nationwide
expansion over the next two years.

The BOD revealed that MWG is preparing for the capital sale and IPO of BHX. It
is expected MWG will complete its sale of 20% stake in BHX right in the first
quarter of 2023. Besides, MWG plans to make an IPO for the BHX grocery chain
within next year.

Fig 5. BHX - Store number and per-store revenue (store, VNDbn)
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The expansion of the An Khang
pharmacy chain exceeded initial
expectations

AVA chains will continue to be
expanded

KB SECURITIES VIETNAM

Other chains

As a latecomer in the pharmaceutical retail market, MWG has been in a race to
expand the An Khang pharmacy chain in 2022. In the first six months of this
year, the chain had 365 pharmacies across provinces. By July 15, the store
count had increased to more than 500 stores, far exceeding the target of 400
stores before the 3Q22-end.

In 2Q22, revenue of drugstores went down 20-30% from its peak recorded in
the previous quarter when the COVID-19 pandemic resurged. Per-store
revenue was VND500-550 million/month for independent stores and VND350-
400 million/month for those next to BHX stores. These figures are similar to our
forecast for MWG's pharmaceutical retail segment.

The gross margin of the An Khang chain in the first two quarters of 2022 was
relatively consistent at over 20%. The rent and administration expenses of
drugstores are lower than those of TGDD/DMX since drugstores only cover 30—
40 m?. Therefore, MWG's BOD expects per-store revenue of the pharmacy
chain to reach VND500 million/month so that An Khang can reach its
breakeven in 4Q22. In our estimates, MWG would start turning a profit from the
An Khang chain from 2023 onwards.

Fig 6. Vietnam - Drugstore number
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After piloting and recording initial positive results, by the end of June 2022,
MWG had 50 AVAKids and 10 AVASport. The BOD expects the number of
AVAKids and AVASport stores to be 100 and 15 respectively by the end of this
year.
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Forecast & Valuation

In 2022, MWG should reach In 2022, we forecast MWG's business results with NPAT of VND6,377 billion
(+30% YoY) and net revenue of VND145,184 billion (+16.9% YoY).

Table 1. MWG - 2022F business results
VND bn 2021A 2022F YoY  Notes

ICT&CE (TGDD, DMX, TopZone)

TGDD
Stores will operate stably without being disrupted by the pandemic as they were in 2021. We estimate the store
Revenue 30,823 32,218 4.60% . .
count to be 1020 by the end of 2022, assuming per-store revenue of VND2.7 billion/month.
Store number 970 1020 MWG will open 60 new TGDD stores and convert 10 TGDD into DMX.
DMX

Although the business performance of the consumer electronics segment in 1H22 fell short of expectations, it is
Revenue 62709 77.822 249  expected to be more positive in 2H22. Revenue should grow by 24% YoY thanks to: (1) the low base seen in

2021, (2) the effective operation of DMS, and (3) the approaching World Cup and the upcoming Lunar New Year.
Store number 1992 2192 Including 1,000 DMS.

TopZone

The iPhone 14 launch next month would drive the revenue growth of TopZone stores. We estimate the average

Revenue 280 3720 1229%  evenue is VND4-5 billion/month per AAR store and VND8~10 billion/month per APR store.
As of the end of 2Q22, MWG had 50 TopZone stores. The company plans to open 50 new TopZone from now
Store number 10 100 until the end of the year to prepare for the launch of the iPhone 14.
BHX
The sudden increase in the demand for amassing essential goods in 2021 helped BHX to achieve record-high
revenue since its introduction. However, we still expect BHX to maintain positive growth on the high base of last
o
RevEmyE 28155y Zai2l U35 year thanks to the restructure of BHX that can help stores operate more efficiently. We estimate per-store
revenue to reach VND1.3 billion/month.
BHX is in the process of restructuring and closed about 400 ineffective stores by the end of last month. From
Store number 2106 1750 now until the end of the year, BHX has no plans for store expansion and will operate the remaining stores under
a new model.
An Khang
Per-store revenue is VND350-400 million/month for those next to BHX stores and VND500 million/month for
Revenue 62 2484 3887%  jndependent stores without being disrupted by COVID-19.
Store number 178 770 The store count increased by 592 stores compared to the end of 2021.
. The estimated net profit is higher on improved sales of all chains.
Net profit 4901 6,377 30%

Source: Mobileworld, KB Securities Vietnam
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We recommend BUY for MWG
stocks with a target price of
VND84,912/share
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We are upbeat about MWG's business prospects in the medium and long term
based on the following assumptions: (1) TGDD/DMX will maintain double-digit
growth despite the saturation of the retail industry; (2) MWG will turn a profit
from BHX and expand the presence of BHX stores on their effective operation
after restructure; (3) MWG will complete the capital sale and IPO of BHX in
2023; and (4) An Khang drugstore numbers will increase rapidly, helping MWG
expand its market share in the potential pharmaceutical retail market.

We combine two valuation methods DCF (discounted cash flow) and P/E-P/S
with a ratio of 50-50 to find a fair price for MWG stocks. For the P/E-P/S
method, we keep the target P/E for TGDD/DMX at 11.5x and the target P/S for
BHX at 1.0x. Besides, we also added the An Khang pharmacy chain to our
valuation model with an expected P/S of 0.5x.

We reiterate our BUY recommendation for MWG stocks with a target price of
VND84,912/share, 27.1% higher than the closing price on August 24, 2022.

Table 2. MWG - Target price according to valuation methods (VND/share)

Valuation method Weight Estimated price
DCF 50% 99,126
P/E 50% 70,699

Target price 100% 84,912

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

(VNDbn) 2019A 2020A 2021 2022E
Net sales 109,801 124,142 145,184 163,916
Cost of sales (84,592) (95.326) (12,861 (126,929)
Gross Profit 23,954 27,632 32,324 36,987
Financial income 794 1266 1287 1345
Financial expenses (594) (714) (1195) (1224)
of which: interest expenses (594) (674) (1128) (1156)
Gain/(loss) fromjoint ventures (4) 4 0 0
Selling expenses (15,334) (17,914) (19,770) (22,291
General & admin expenses (3,404) (3,830) (4,226) (4,766)
Operating profit/(loss) 5413 6,445 8,419 10,051
Other income 44 76 0 0
Other expense (46) (49) 0 0
Net other income/ (expenses) (3) 27 0 0
Pretax profit/(loss) 5410 6,472 8,419 10,051
Income tax (1490) (1570) (2,043) (2,438)
Net profit/(loss) 3,920 4,901 6,377 7612
Minority interests 9 2 n 1
Net profit after M| 3,911 4,889 6,366 7,601
Operating ratios
% 2019A 2020A 2021 2022E
Revenue growth 6% 3% 17% 13%
EBIT growth % 9% 34% 7%
EBITDA growth U% 9% 27% 42%
NP after M1 growth 210% 9% 27% 42%
Gross profit margin 22% 22% 22% 23%
EBITDA margin 8% 8% 9% 1%
EBIT margin 5% 6% % %
Pre-tax profit margin 5% 5% 6% 6%
Net profit margin 4% 4% 4% 5%
Cash flow
(VNDbn) 2019A 2020A 2021 2022E
Net profit 5410 6,472 8,419 10,051
Plus: depreciation & amort 2,196 2,921 2,595 2,828
Plus: investing (profit)/loss (558) (959) (750) (750)
Change inworking capital 5,151 (7,149) 1563 (2,474)
(Inc)/dec - receivables 850 (966) (536) (477)
(Inc)/dec - inventory 6270 (9,937) 13 (3.746)
(Inc)/dec - other curr assets 0 0 0 0
Inc/(dec) - payables (1894) 3,789 2,053 1836
Inc/(dec) - advances (75) (35 (98) 87
Inc/(dec) - other curr liab 0 0 0 0
Other adj for operations 0 0 0 0
Operating cash flow 10,792 21 8,913 6,340
ST investments 0 0 0 0
Capital expenditures (3,911) (4,964) (4,776) (2,527)
Investment properties 0 0 0 0
Investment in subsidiaries 0 0 0 0
Other assets 0 0 0 0
Other adj for investments (4,663) (5,338) 14,382 15,781
Investing cash flow (8,574) (10,302) 9,606 13,254
Issuance/ (repayment) of debt 51168 63,936 53,40 54,308
ST debt (48,574) (56,045) (47,645) (56,003)
Other liabilities 0 0 0 0
Issuance/ (retirement) of equity 99 226 0 0
Dividends paid (679) (240) (238) (1070)
Other adj for financing 0 0 0 0
Financing cash flow 2014 7877 5,257 (2,764)
Net increase in cash & equivalents 4,233 (2,404) 23,777 16,830
Cash & equivalents - beginning 3,115 7,348 4,944 28,721
Cash & equivalents - ending 7,348 4,944 28,721 45,550

Balance sheet
(VNDbn) 2019A 2020A 2021 2022E
Total assets 46,031 62,983 65,862 73,641
Current assets 37317 51976 52,455 60,339
Cash & equivalents 7,348 4,944 4817 8,289
ST investments 8,057 13,435 13,435 13,435
Accounts receivable 1595 3,162 3,698 4,175
Inventory 19,422 29,180 29,037 32,783
Other current assets 895 1255 1468 1657
Long-term assets 8,714 1,007 13,407 13,302
LT trade receivables 439 482 564 637
Fixed assets 7295 9,634 1815 514
Investment properties 0 0 0 0
LT incomplete assets B3 80 80 80
LT investments 53 0 0 0
Goodwill 0 0 0 0
Other LT assets 794 81 948 1071
Liabilities 30,549 42,605 44,149 45301
Current liabilities 29,423 39,836 40,888 41133
Trade accounts payable 8,728 12,180 14,233 16,069
Advances from customers 0 0 0 0
ST borrowings 15625 21879 20,848 18,507
Special reserves 0 0 0 0
Other current liabilities 5,069 5,778 5807 6,557
Long-term liabilities 127 2,768 3261 4,168
LT payables 0 0 0 0
LT borrowings 1127 2,768 3,261 4,168
Other LT liabilities 0 0 0 0
Shareholders' equity 15482 20,378 21713 28,340
Paid-in capital 4,532 7,131 7131 7131
Share premium 551 561 656 741
Treasury stock 0 0 0 0
Undistributed earnings 10,390 2,675 13915 20,457
Reserve & others 0 0 0 0
Minority interests 9 2 n n
Total liabilities & equity 46,031 62,983 65,862 73,641
Key ratios
(x, % VND) 2019A 2020A 2021 2022E
Valuations
PIE B7 18 153 28
P/E diluted B7 18 153 »s8
PIB 34 3.0 45 17
PIS 0.5 05 16 0.7
EV/EBITDA 8.5 9.0 272 06
EV/EBIT 0.7 r2 36.9 B8
EPS 8,656 6,875 4,357 5,200
DPS (annual, ordinary) 1500 525 731 1500
Dividend payout ratio (% 15% 15% 5% 15%
Operating performance
ROE 25% 24% 29% 27%
ROA 9% 8% 10% 0%
ROIC 2% 1% U% 5%
Financial structure
Total liab/equity 20 21 20 16
Current ratio (x) 13 13 13 15
Interest coverage (x) 9.9 10.1 0.6 85
Activity ratios
Asset turnover 3.0 23 23 24
Receivables turnover 70.0 52.2 423 416
Inventory turnover 4.6 39 39 4.1
Payables turnover 75 10.1 85 8.6

Source: Mobileworld, KB Securities Vietnam
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