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Sector: Information Technology (Latest report: Link)

Recommendation FPT Corporation (HSX: FPT)

Update business results for the first 6 months of 2021

Current Price: 93,800 Report date: 17/08/2021 Shareholder Structure

Previous target price 86,000 Outstanding shares (Million) 784 Truong Gia Binh 7.1%
New target price: 107,000 Market Cap (Billion VND) 86,209 SCIC 5.9%
Dividend yield 0% Avg. 10D Trading vol: 2,478,220 Macquarie Group 5.4%
Upside 14% % Foreign float 49%  Bui Quang Ngoc 2.5%
Industry A‘nalyst. Valuation

Nguygn Tr." Cam T.u’ CFA = We continue to maintain OUTPERFORM recommendation for FPT shares with a
(IT, Fisheries, Textiles) . o . _ . .
tuntc@bsc.com.vn target price of VND 107,000 in mid-2022 with the potential to increase the price of

14% compared to the price on August 17, 2021 based on two valuation models,
FCFE and P/E with a weighting of 60%/40%.

Technical Analyst:
T°f?”a“9 Vinh Forecast business results in 2021
vinhtq@bse.com.vn = BSC forecasts FPT revenue and profit in 2021 to reach VND 36,140 billion

Target price: 114,500 VND

Cut loss price: 88 500 VND (+21.2%YoY) and profit after tax of VND 5,323 billion(+20.4% YoY). EPS FW 2021

= VND 5,049. PE FW 2021 = 18.5x.

. . . = BSC dy bao doanh thu va Igi nhuan ndm 2022 cua FPT lan lwgt woc dat 42,086 ty

Price comparison vs VN-index ddng (+17% YoY) va loi nhuan sau thué dat 6,324 ty ddng (+20% YoY). EPS FW

0 om0 2022 = 6,103 ddng. PE FW 2021 = 15.4 1&n. BSC forecasts FPT revenue and profit

- M # 7  in2022is at VND 42,086 billion (+17%YoY) and profit after tax at VND 6,324 billion
o y M (+20%YoY). EPS FW 2022 = VND 6,103. PE FW 2021 = 15.4x.

52,000

1000

n= = |nvestment thesis
s s e s s e ee o oo e = Leadingtechnology enterprises in industry face digital transformation opportunities] | Commented [TN1RO]: Pe 21— 22 e nghi k phai I3 quan
RURR RO R R R R - R a 5 . 5 2,
¢ VNINDEX * ot = Growth rate expected to remain above 20% for the next 3 years diém dau tv manh nén e k cho vao a (dot trudc pe ré e thdy
cho vao con hgp ly)
Risks

P/E comparison vs VN-index

= The complexity of epidemic affects the speed of recovery.
= Competitive risks attract human resources expert in technology

o P R » Business Update

= Accumulated in the first 7 months of 2021, FPT recorded business results with a
growth rate in line with BSC estimation. Revenue and profit after tax reached
19.001 billion (+19% YoY) and 2.822 billion (+18% YoY) with positive growth in all

& & & F &S S S .
o o TG G G ¢ industries

——— VNINDEX (1HS) ot (RHS)

2019 | 2020 Peer | VN-index WM | 2019 2020 __2021F | __2022F |

PE (x) 1.4 19.3 33.3 17.3 Revenue 27,717 29,830 36,140 42,086
PB (x) 25 1.8 3.2 24 Gross profit 10,712 11,816 14,456 16,834
PS (x) 1.2 25 2.8 2.0 Profit after tax 3,912 4,422 5,323 6,324
ROE (%) 24% 24% 14% 13% EPS 4,220 4,119 5,049 6,103
ROA (%) 11% 13% 6% 2% EPS growth 8.3% 12.3% 21.6% 20.8%
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|. UPDATE THE RESULTS FOR THE FIRST 6 MONTHS OF 2021

Accumulated in 7 months of 2021, FPT recorded business results with a growth rate in line with BSC
estimation. Revenue and profit after tax for 7 months reached 19.001 billion (+19% YoY) and 2.822 billion
(+18% YoY) respectively, equivalent to 53% of BSC all-year forecast.

The business structure has not changed much with the main contribution continuing to come from the two fields
which are Technology and Telecommunications with the proportion of profit before tax of 41% and 44%
respectively.

Profit growth by industry in 1H.2021
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Most of the business recorded positive growth:

+ Foreign technology segment benefits from (i) Customer's demand for technology investment increases again
(ii) Digital transformation trend continues to take place. The Japanese market continues to account for a major
proportion, despite the slowing growth rate (+3% YoY), however, management is confident the Japanese
market will recover above 20% in the last 6 months of the year.

Structure of foreign technology market 1H.2021
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Source: FPT

+ Telecommunication services segment benefits from (i) Delay in land cable investment due to the complexity
of Covid-19 situation which helps gross profit margin improve (i) Demand for telecommunication products is
positive when social distancing takes place (IP TV has been profitable)
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+ Both domestic technology and advertising have recorded good growth due to the recovery from the low base
of 2020.

BSC believed that although the epidemic is complicated in Vietham (especially in the southern
provinces), the impact of social distancing on FPT business activities is not too negative when FPT has
experienced remote work during many outbreaks in Vietnam (during the outbreak in Da Nang, about 85% of
the workforce works remote). At the same time, up to now, about 33% of FPT' workforce has been vaccinated
first dose, especially in Ho Chi Minh City, the rate of first dose injection is 62% (expected to reach 100% in
August).

In addition, during the Analyst Meeting on August 3, the management also shared information about the start-
ups that FPT is investing in, especially Base.vn. BSC contended that investing in start-ups will not have an
impact on FPT overall business results in the short term, but will have a positive impact in the long term.

Some information about Base.vn

Base.vn is a corporate governance platform with some applications such as Base Work +, Base Infor+, Base
Sales +,... with customer files of more than 5,000 businesses.

According to FPT leaders, Start-ups that FPT invested in, the immediate goal is to attract customer files (about
3-5 years). Therefore, one of the indicators to evaluate start-ups at the early stages of development that FPT
using is ARR (Annual Recurring Revenue). Currently, ARR of Base.vnin 1H.2021 is VND 84 billion with revenue
growth rate of 80% YoY and paid app growth of 60% YoY.

ARR = 84 ty ddng
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Il. BUSINESS OUTLOOK 2022

Continuing to maintain the view in the previous report (Link), BSC maintained OUTPERFORM view on FPT
prospects in 2022 due to (i) The Technology segment expects to maintain a high growth rate since the potential
in market are still great and the trend of digital transformation is still ongoing (ii) The telecommunications sector
is challenged with a high base level of 2022.

(i) The Technology Segment expects to maintain a positive growth rate after covid-19

Covid-19 is a lever to accelerate the trend of digital transformation, the past also shows that crises are an
opportunity for the technology industry to develop (e.g. 2YK crisis).

+ Digital transformation is a trend that comes from the need to apply digital technology to the business of
customers. The global digital transformation market is expected to grow by 16% per year compared to the
overall growth of 4% per year for the IT industry with an expected size of $ 695 billion by 2025 (according to
Market Data Forecast).

+ Covid -19 pandemic changes customer behavior in the way they invest in technology: increase demand in
cost optimization, system optimization... when business operations are interrupted (working remotely, switching
to an online model,...). According to a McKinsey survey, the Covid-19 epidemic has caused the proportion of
digital interactions of customers to skyrocket as it was three years ago combined.

Proportion of digital interactions by customers
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The Group has also been very quick in developing Made-by-FPT products to serve the needs of digital
transformation of customers (although still in the new stage of development): AkaBot, AkaDoc, AkaChain,...

Therefore, BSC believes that Digital Transformation will continue to be the main growth driver of the Technology
segment in 2022. The Group also plans that the average growth rate of digital transformation reaching 40% per
year and expects to contribute 50% of foreign technology revenue in the next four years.

BSC expects that in 2022, foreign technology revenue will record a recovery in the Japanese market
(after the social distancing orders) and high growth in the US market thanks to the indirect positive
influence of the manufacturing center in Costa Rica and the large market potential (+40% YoY).
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Revenue by export market in Digital Transformation Revenue
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(ii) Telecommunications department face the challenge with a high ground level of 2021

In the period of 2020 - 2021, due to the impact of the Covid epidemic, the disbursement of investment to the
telecommunications sector (land cable) is delayed to help reduce costs and profit margins of the
telecommunications sector to grow well.

Telecommunications service business results
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Source: FPT

However, BSC contended that in 2022, after the Covid-19 epidemic is controlled, investment will be re-
implemented, making the profit margin in 2022 may decrease and the profit growth rate returns to the average
level of around 11-13% per year (from a margin of 19% to 15%).

In addition, (i) FPT Television is profitable and (ii) Deploying new Data Centers are two factors supporting the
growth of the telecommunications sector in 2022.

+ As of August 2021, FPT Television reached 2 million subscribers. Revenue reached 1,000 billion and
recorded a profit for the first time at 100 billion. BSC believes that covid 19 has boosted demand for the service,
helping the number of subscribers grow well.

+ FPT continues to expand Data Centers with the plan to open 2 new Data Centers in Ho Chi Minh City and 1
Data Center in Hanoi. Data Centers will support the improvement of the profit margin of the Telecommunications
segment when net margin of DC is 30% (compared to the net telecommunications margin of 22%).
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lll. FORECAST AND VALUATION

Business results forecast 2022: BSC expects net revenue and profit after tax in 2022 of FPT to reach VND
42,086 billion (+17%YoY) and 6.323 billion (+19) % YoY) based on the following assumption:

- _Software export market recorded strong growth in revenue: Japanese market reached 8.401 billion
(+15%YoY); The European market reached 1.784 billion (+30%YoY) and the US market reached 5.708 billion
(+40%YoY).

- Telecommunications sector continued to record positive growth: Telecommunication Services segment
reached 13.728 billion in revenue (+13% YoY), Content revenue reached 635 billion (+5% YoY).

-|Gross profit margin is forecasted to increase slightly to 40.0% from 39.6% thanks to an increase in proportion
of projects related to Digital Transformation and an increase in labor productivity

- SG&A margin is equivalent to 2020 which is 24%) /[ Commented [RB2]: M4y s6 nay nhé recheck vs kqkd 1H }

: xem make sense chuwa nhé
FPT Business Results Forecast Table AN

Commented [TN3R2]: bay la du phdng cta 2022 a. So
v&i 1H 21 thi van oke a. Bién SG&A khoang 23.3%, niang suat

Unit: billion VND 2020 2021F 2022F lao Gang 1H + 7% YTD.
Net revenue 29,830 36,140 42,086
Technology Segment 16,805 21,587 25,776
+ Foreign IT 12,000 16,476 20,359
Telecommunications Segment 11,466 12,784 14,364
+ Telecommunication Services 10,867 12,149 13,729
+ Digital Content 599 635 635
COGS (18,015) (21,684) (25,252)
Gross profit 11,816 14,456 16,834
Gross margin 39.6% 40.0% 40.0%
Selling expenses (2,713) (3,253) (3,788)
Selling expenses margin 9.1% 9.0% 9.0%
Administration expenses (4,495) (5,421) (6,313)
Administration expenses margin 15.1% 15.0% 15.0%
Pre-tax profit 5,263 6,337 7,467
Profit after tax 4.424 5,323 6,324
EPS 4,120 5,049 6,103

Source: BSC Research
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BSC

PE model: Compared to the latest updated report (Link), we continue to keep the targetP/E level for FPT at 18.

Ticker

Table comparing valuations of some businesses in the region

Corporate

Market Cap
(thousand
billion VND)

Revenue
(thousand

billion
VND)

Net
profit
revenue

Cor ted [RB4]: A thdy may lau nay PE FPT dang gd
quanh 20 Ian, liéu cé rerate PE FPT I&n 20 ko , néu 20 thi
ch3c PEG tam 1 [an van goi la make sense nhi.

AN
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tang manh tir 25 |én 34). Nén néu cd rerate e sé dé cudi

nam 2021 coi kgkd xem cé rerate cho cudi ndm 2022 k thoi

é()n dinh gid thi FPT quanh mttc 20 — 22 e nghi van ok, chua

3706 TT Mitac Holding Corp 278 26.9 7.4% 14.5% 6.2
eFsoLIN  First Sou[ﬁg Solution 431 133 n/a n/a 34.2
Info IN Infosys 2,245 207 28.2%  33.1% 304
WPRO IN WIPRO 1,037 200 187%  285% 295
300365 CH Beijing forever 230 3.8 19%  51.5% 78.7
Technology
CAP FP Capgemini 866 421 148%  261% 29.3
300496 cH  'hunder Software 197 6.1 133%  426% 101.1
Technology
300520 CH G“°cga“9 Software 210 5.3 77%  29.6% 110.1
ompany
FPT FPT 86.2 20.3 23.8%  29.6% 224
Median 34.2
PE model 2020 2021 2022
EPS 4119 5,049 6,103
PE 18 18|
Gié tri hop Iy 90,900 109,900
DCF model:
WACC
R 35% "
Beta 0.9
Ke 12.5% vao mirc canh bdo.
Kd 8%
E/A 60%
Thué 20%
WACC 11.5%
g 6%
2022F 2023F Terminal
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Free cash flow to the firm 4,104 3,729 69,645

Present value 77,929

Total enterprise value 95,051

Debt 12,740

Equity 82,321

Number of outstanding shares 783,987,486

Market value (VND) 104,900

Price Weight Average price

FCFF 104,900 60% 63,000

P/E 109,900 40% 44,000
Target price 107,000
Current price 93,800
Upside 14%

We recommend OUTPERFORM for FPT shares with a target price for 2022 at VND 107,000 per share based
on P/E and FCFF models with a proportion of 40%/60%.
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Income Statement 2018 2019 2020 2021F Cash flow statement 2018 2019 2020 2021F|
(Billion) Billion
Net revenue 23213 27,717 29,830 36,140 (Loss)/Profit 3,852 4,664 5261 6,619
CcOoGS 14490 -17.005 18.014 21684 Depreciation and 1,164 1,355 1,491 1,534
’ ’ ’ ! amortization
Working capital -255 81 -86 (1,247)
Gross profit 8,723 10,712 11,816 14,456 S
Selling expenses -2,048  -2,346 -2,713 -3,253 Other adjustments
Administration expenses ~ -3,559  -4,219 4,501 -5,421 peticashliowiion SIS EOSHINC S2i 202
operating activities
Operating profit 3,795 4,610 5,188 6,317
Purchase and 2,464  -3233 -3,018  (1,216)
Financial revenue 607 650 822 723 construction of fixed
assets
Financial expenses -368 -592 -548 -530 Other investment
Interest expenses 238 -358 -385 -444 HetcasnCiron BEL  BED Sb (EE)
investment activities
Profit from joint
ventures/associations 439 405 312 342
Other profit/loss 58 55 73 20 Dividends paid -1,707 1,483 -1,899  (1,357)
Pre-tax profit 3,852 4,664 5,261 6,337 Net borrowing fund -2,239 899 4,879 821
Tax -623 -753 -839 -1,014 Other charges -9 - | |
Profit after tax 3228 3912 4422 5323 Net cash flow from 558 514 3,037 (535)
) ! ! ! financing activities
Non-controlling interests 614 776 885 1,011
Profit after tax - Non- Beginning of year cash 3,480 3,926 3,453 4,684
controlling interests 2615 3135 3,587 4312 flow
Cash flow in the year 446 -460 1,232 3,058
EPS 3.897 4220 4119 5,049 ;lionvc;mg of year cash 3,926 3,453 4,684 7,725
Balance sheet (Billion) 2018 2019 2020 2021F Ratio (%) 2018 2019 2020 2021F
Cash and cash Liquidity
el 3,926 3,453 4,685 7,725
Short-term investments 5,568 6,709 12,436 6,709 Current ratio 1.27 1.18 1.15 1.59
UICH R 6,424 6,536 6,263 8,913 Quick ratio 1.10 1.04 1.05 1.40
receivables
Inventories 1,340 1,284 1,290 2,043
Other current assets 1,114 996 934 1,185 Capital structure
Current assets 18,373 18,979 25,608 26,127 Debt/Total Asset 50% 50% 55% 44%
Tangible fixed assets Debt/Equity 101% 99% 124% 78%
Accumulated
depreciation 6,513 7,492 8,318 9,941
Long-term assets in 1174 1,650 2,373 175 Efficiency
progress
. Days Sales of
Long-term investments 2,202 2,496 2,605 2,570 Inventory 29.7 28.2 26.1 39.8
Other long-term assets 1352 2,287 2501 2512 paysiSales 83.3 749 78.3 56.0
Outstanding
Long-term assets 11352 14415 16141 15281 Days Payable 60.3 55.3 437 324
Outstanding
Total assets 29,726 33,394 41,749 41,437 ccc 52.7 47.8 54.6 63.4
Current trade payables 2,510 2,641 23,148 2,185
Short-term debt 6,603 7,513 12,062 9,383 Profit margin
Other current liabilities 337 387 726 310 Gross margin 37.6% 38.6% 39.6%  39.2%
Total current liabilities 14,432 16,102 22382 15425 ﬁffgi:ﬂe”ax 13.9%  141%  14.8%  14.1%
Long-term debt 366 349 678 479 ROE 23.1% 24.8% 24.9% 24.7%
Other long-term liabilities 109 92 38 79 ROA 11.8% 12.4% 1.7%  132%
Total long-term liabilities 531 493 765 470
Total Liabilities 14,963 16,594 23,148 17,090 Valuation
Share capital 6,136 6,783 7,840 7,840 PE 11.1 10.8 1.7 9.3
Share premium 50 50 50 50 PB 26 2.1 2.1 1.8
Undistributed earnings 5,289 5,961 6,391 10,562
Other capital 87 765 920 103 Growth
Non-controlling interests 2,301 2,835 2,859 4,571 Net revenue growth -45.6% 19.4% 7.6% 19.9%
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Total Owners’ equity 14762 16,799 18,603 22,553 EBIT growth -9.5% 21.1% 12.8%  24.3%
Total Liabilities and
owners’ equity 29,726 33,394 41,749 41,437 Pre-tax growth -24.0% 8.3% 24% 25.6%
Number of outstanding 613 678 784 784 EPS growth
shares

Source: BSC Research.
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Disclosure

The information, statements, forecasts and projections contained herein, including any expression of opinion,
are based upon sources believed to be reliable but their accuracy completeness or correctness are not
guaranteed. Expressions of opinion herein were arrived at after due and careful consideration and they were
based upon the best information then known to us, and in our opinion are fair and reasonable in the
circumstances prevailing at the time. Expressions of opinion contained herein are subject to change without
notice. This document is not, and should not be construed as, an offer or the solicitation of an offer to buy
or sell any securities. BSC and other companies in the BSC and/or their officers, directors and employees
may have positions and may affect transactions in securities of companies mentioned herein and may also
perform or seek to perform investment banking services for these companies. This document is for private
circulation only and is not for publication in the press or elsewhere. BSC accepts no liability whatsoever for
any direct or consequential loss arising from any use of this or its content. The use of any information,
statements forecasts and projections contained herein shall be at the sole discretion and risk of the user.
No part of this material may be (i) copied, photocopied or duplicated in any form by any mean or (ii)
redistributed without the prior written consent of BIDV Securities Company (BSC).

BIDV Tower, 10th & 11th Floor
35 Hang Voi, Hoan Kiem, Hanoi
Tel:  +84439352722

Fax: +84422200669

146 Nguyen Cong Tru St, 9th Floor
District 1, HCMC

Tel:  +84838218885

Fax: +84838218510

https://www.bsc.com.vn
https://www.facebook.com/BIDVSecurities
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