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Revenue in the 4Q.2018 gained 26%
QoQ, NPAT increased by 20% QoQ

2018 total revenue rose by 33%,
NPAT increased by 32% YoY,
exceeding the target of the year

2019 revenue is expected to go up
by 24%, NPAT up by 23%

PNJ stimulates smaller markets
penetration

Gold jewelry retail

Silver jewelry

BUSINESS PERFORMANCE IN 2018 & PLAN IN 2019

Revenue in the 4Q.2018 hit VND4,065 bn, up by VND843 bn, equal to 26% QoQ,
NPAT was VND265 bn, climbing 20% QoQ. In particular, the segment that
witnessed the strongest growth in revenue was retails (jewelry and watch) with
30% of the total growth, reaching over VND1,000 bn; the gold bar trading and
wholesale revenue also increased by 29% and 16% QoQ respectively.

In 2018, PNJ remained a high growth with the revenue of VND14,573 bn (+33%
YoY), NPAT was VND960 bn (+32% YoY), which completed 106% and 109% of the
business plan for 2018. The biggest proportion in revenue growth was gold jewelry
retail (+41% YoY), and silver jewelry retail also saw a positive growth (+10% YoY).
However, the expansion of retail chain and the increase in leasing cost made the
cost increase and net profit margin remain flat at around 6.6%.

In 2019, PNJ plans to achieve 24% revenue growth, tantamount to VND18,100 bn
and raise NPAT by 23%, equal to VND1,184 bn. PNJ said they would still focus on
jewelry trading. PNJ expects to keep the gross profit margin at 19%,
SG&A/revenue at 10%, net profit margin down to 6.5%.

BUSINESS OPERATION

The main market HCMC (accounting for 60% of gold jewelry sales and 50% of silver
jewelry sales) had the highest number of new store openings in the past year, and
still maintained the same store sales growth (SSSG), showing large room for
development in HCMC, and no signs of saturation.

In addition to major cities, PNJ focused on smaller markets penetration. The
proportion of revenue from secondary and tertiary cities rose from 14%to 17% in
2018. The Northern market only accounted for nearly 10% of revenue. Due to high
potential growth, PNJ stores in Northern area achieved high growth rates (+46%
in revenue from gold and +16% in revenue from silver). This segment may be a
new growth driver for PNJ in the next years.

Gold jewelry had the largest proportion, contributing 80% of revenue and 92% of
gross profit in PNJ. The SSSG of gold stores in 2018 reached 20%, the average value
per order lifted 15% and the interval between two purchases was shortened. In
2019, PNJ will offer appropriate designs for different seasons and customers. By
the end of 2018, PNJ had 257 PNJ Gold stores. The company plans to open 40 new
stores and maintain the SSSG at 18%.

Silver jewelry contributed 1.9% revenue and 6% gross profit margin (GPM) in 2018.
By the end of 2018, the company owned 64 PNJ Silver stores, SSSG of silver stores
was 0%. The company was not very successful in this segment due to ineffective
strategy aiming at 18-25 aged customers. Therefore, PNJ has launched various
designs for 25-35 aged customers. In addition, in 2018, PNJ invited many brand
ambassadors and celebrities to enhance PNJ brand awareness, which also
increased the cost and decreased GPM of silver jewelry from 64% to 60%.
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Jewelry wholesale

Accessories/watches
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In the 2Q.2018, PNJ factory was separated from PNJ and changed its name into
PNJ Production to develop the wholesale segment and open a wholesale center
which not only sells PNJ products but also offers jewelry processed in order of the
third party. Wholesale is a traditional business field of PNJ which can make use of
high productivity, and help the company to approach 70% market share of over
12,000 small stores. PNJ currently has 3,000 wholesale customers who mainly are
private gold stores in HCMC and surrounding provinces.

Accessories and watches sales gained VND27 bn in 2018, gaining 18% YoY.
Although PNJ has started to sell watches since 2012, this segment only takes a
small revenue proportion. In 2019, PNJ expect to focus more on this field, and
develop it via online selling channels. Furthermore, the company will have
negotiations with some existing brands to distribute its products directly instead
of via sales agents. Nevertheless, accessories/watches segment still cannot bring
a considerable contribution to PNJ revenue and profit growth in a short term.
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ASSESSMENT

PNJ successfully maintained a high growth in 2018 with the total revenue surging
33% and NPAT climbing 32%, which all exceeded the annual business plan. In
2019, PNJ expects to record revenue and NPAT growth of 24% and 23%
respectively. This plan is somewhat more prudent than the one in 2018, but it is
still considered positive. We believe that PNJ development strategy in retail and
wholesale segments are quite reasonable. In the next years, the potential growth
of PNJ is still large as the company aims at expanding its market to HCMC
surrounding areas. This brings a bright prospect for the company, which has
already been partly proved.

PNJ shares are currently traded at VND95,000 (February 01, 2019), equal to the
P/E trailing of 16.52x. With its leading position in a highly fragmented jewelry
market, and the trend of consumers towards branded fashion jewelry, PNJ has the
biggest advantage compared to competitors thanks to its famous brand name and
broad retail network. Therefore, we maintain the POSITIVE outlook for PNJ in the
medium and long term.
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Appendix

Income Statement

Balance Sheet
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(Billion VND) 2015 2016 2017 2018 (Billion VND) 2015 2016 2017 2018
Netsales 7,706.04  8,564.59 10,976.84  14,572.69 CURRENT ASSETS 2,265.18 3,102.58 3,896.14 5,280.22
Cost of sales -6,537.99 -7,153.30 -9,064.87 -11,793.64 Cash and cash equivalents 37.88 155.35 175.21 206.72
Gross Profit 1,168.05 1,411.29 1,911.96 2,779.05 Short-term investments 0.07 0.07 160.07 0.00
Financial income 1.33 5.27 8.79 6.85 Accounts receivable 47.17 62.72 84.62 175.78
Financial expenses -430.80 -181.56 -56.48 -66.35 Inventories 2,135.22 2,838.69 3,401.96 4,815.52
of which: interest expenses -81.05 -73.20 -54.98 -61.11 LONG-TERM ASSETS 710.71 485.41 596.10 1,022.97
Gain/(loss) from joint ventures (from 2015) 0.00 0.00 0.00 0.00 Long-term trade receivables 21.22 26.44 42.79 57.50
Selling expenses -423.93 -553.62 -774.98 -1,170.64 Fixed assets 486.10 415.80 487.24 719.29
General and admin expenses -117.55 -133.28 -187.94 -345.86 Investment properties 0.00 0.00 0.00 0.00
Operating profit/(loss) 197.10 548.09 901.37 1,203.05 Long-term incomplete assets 6.28 7.53 9.67 67.98
Otherincomes 1.63 47.32 7.39 4.64 TOTAL ASSETS 2,975.89 3,587.99 4,492.25 6,303.19
Other expenses -12.13 -3.87 -1.38 -1.85
Net otherincome/(expenses) -10.50 43.45 6.01 2.78 LIABILITIES 1,660.64 2,087.66 1,542.70 2,557.87
Income from investments in other entities 0.52 -0.91 0.00 0.00 Current liabilities 1,581.41 2,021.66 1,488.76 2,542.37
Net accounting profit/(loss) before tax 187.11 590.63 907.38 1,205.84 Trade accounts payable 191.25 325.73 278.90 290.71
Corporate income tax expenses -111.57 -140.14 -182.52 -245.67 Advances from customers 20.14 56.04 37.77 103.18
Net profit/(loss) after tax 75.55 450.49 724.86 960.16 Short-term unrealized revenue 0.00 0.00 0.00 0.00
Minority interests 0.00 0.00 0.00 0.00 Short-term borrowings 1,189.26  1,448.95 846.28 1,558.48
Attributable to parent company 75.55 450.49 724.86 960.16 Long-term liabilities 79.23 66.00 53.94 15.50
Long-term trade payables 0.00 0.00 0.00 0.00
Operating ratios Long-term advances from customers 0.00 0.00 0.00 0.00
2015 2016 2017 2018 Unrealized revenue 0.00 0.00 0.00 0.00
Gross profit margin 15.16% 16.48% 17.42% 19.07% Long-term borrowings 72.39 58.99 46.23 7.80
EBITDA margin 8.53% 8.86% 9.00% 8.95% OWNER'S EQUITY 1,315.25 1,500.33 2,949.55 3,745.31
EBIT margin 8.13% 8.46% 8.65% 8.66% Paid-in capital 982.75 982.75 1,081.02 1,670.03
Pre-tax profit margin 2.43% 6.90% 8.27% 8.27% Share premium 0.00 0.00 876.76 925.40
Operating profit margin 2.56% 6.40% 8.21% 8.26% Undistributed earnings 112.87 373.50 771.69 884.80
Net profit margin 0.98% 5.26% 6.60% 6.59% Minority interests 0.00 0.00 0.00 0.00
Cash Flow Main indicators
Indirect - Billion VND 2015 2016 2017 2018 2015 2016 2017 2018
Net profit/(loss) before tax 187.11 590.63 907.38 1,205.84 Valuations
Depreciation and amortisation 30.45 34.40 39.34 42.10 P/E 158.53 23.58 15.27 16.92
Profit/loss from investing activities 38.18 -20.72 -15.18 -6.75 P/E diluted 126.57 21.23 14.51 16.92
Interest expense 81.05 73.20 54.98 61.99 P/B 7.27 6.37 3.57 4.34
Operating profit/(loss) before changes in Working Capit: 629.59 762.73 986.58 1,304.30 P/S 1.24 1.12 0.96 1.12
(Increase)/decrease in receivables 31.79 -26.46 -41.63 -123.41 P/Tangible Book 9.35 7.40 3.94 5.00
(Increase)/decrease in inventories -463.21 -703.47 -563.27  -1,413.57 P/Cash Flow 129.74  -349.15 96.07 -53.36
Increase/(decrease) in payables 75.73 170.23 16.95 289.07 EV/EBITDA 16.42 14.38 11.37 13.50
(Increase)/decrease in prepaid expenses -31.25 -6.69 -45.33 -44.78 EV/EBIT 17.21 15.07 11.84 13.95
Net cash inflows/(outflows) from operating activities 73.70 -27.39 109.48 -304.54 Management Efficiency
Purchases of fixed assets and otherlong term assets -70.36 -87.27 -115.44 -336.38 ROE% 5.79 32.00 32.58 28.68
Proceeds from disposal of fixed assets 0.30 164.94 8.43 1.10 ROA% 2.60 13.73 17.94 17.79
Loans granted, purchases of debt instruments 0.00 0.00 -160.00 0.00 ROIC% 2431 24.08 24.70 23.77
Collection of loans, proceeds from sales of debts inst 0.00 0.00 0.00 160.00 Financial structure
Investments in other entities 0.00 0.00 0.00 0.00 Cash Ratio 0.02 0.08 0.12 0.08
Proceeds from divestmentin other entities 26.15 64.31 0.00 0.00 Quick Ratio 0.05 0.11 0.17 0.15
Dividends and interest received 0.23 3.95 2.93 6.41 Current Ratio 143 153 2.62 2.08
Net cash inflows/(outflows) from investing activities -43.68 145.94 -264.09 -168.87 LT Debt/Equity 0.06 0.04 0.02 0.00
Proceeds from issue of shares 0.00 0.00 975.04 97.27 LT Debt/Total Assets 0.02 0.02 0.01 0.00
Payments for share returns and repurchases 0.00 0.00 0.00 0.00 Debt/Equity 0.96 1.01 0.30 0.42
Proceeds from borrowings 4,745.83 3,251.11 3,091.94 4,300.93 Debt/Total Assets 0.42 0.42 0.20 0.25
Repayment of borrowings -4,753.00 -3,006.68 -3,707.38 -3,628.64 ST Liabilities/Equity 1.20 1.35 0.50 0.68
Finance lease principal payments 0.00 0.00 0.00 0.00 ST Liabilities/Total Assets 0.53 0.56 0.33 0.40
Dividends paid -22.68 -245.68 -185.19 -264.70 Total Liabilities/Equity 1.26 1.39 0.52 0.68
Interests, dividends, profits received 0.00 0.00 0.00 0.00 Total Liabilities/Total Assets 0.56 0.58 0.34 0.41
Net cash inflows/(outflows) from financing activities -29.85 -1.26 174.40 504.87 Operating ratios
Netincrease in cash and cash equivalents 0.18 117.29 19.80 31.46 Account Receivable Turnover 212.59 270.52 296.47 244.89
Cash and cash equivalents at the beginning o period 37.71 37.88 155.35 175.21 Inventory Turnover 3.43 2.88 291 2.87
Cash and cash equivalents at the end of period 37.88 155.35 175.21 206.72 Account Payable Turnover 39.47 27.67 29.98 41.41
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Investment portforlio recommendations

Buy: +15% or more
Hold: between +15% and -15%

Sell: -15% or less

DISCLAIMER

Opinions in this report reflect professional judgment at this date based on information and data obtained from sources
KBSV considers reliable. However, KBSV does not guarantee that the information and data are accurate or complete,
and, therefore, this report is subject to change without prior notice. Individual investments should be made based on
each client’s own judgment and we expressly disclaim all liabilities for any investment decisions and any results thereof.
This report is a copyrighted material of KBSV and, thus, it may not be reproduced, distributed, or modified without the
prior consent of KB Securities. This report is not prepared for academic purposes and any third party wishing to quote
from it for academic publications should receive the prior consent of KBSV.
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