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PHU NHUAN JEWELRY JSC (PNJ) — KEY TAKEAWAYS FROM ANALYST MEETING

Market Price Target Price Dividend Yield Rating Sector
VND48,300 VND86,500 2.25% ADD CONSUMER GOODS
9 April 2020 1Q preview and FY20 business strategy update

=  1QFY20 preview: pre-lim revenue rose 5% yoy to VND5,000bn while net profit

QOutlook — Short term:  Neutral eased 4% yoy to VND411bn.

Outlook — Long term: Newtral =  PNJ has closed 85% of its stores nationwide for 14 days since 1 Apr 2020

Valuation: Positive following Vietnam’s social distancing measure.
= We will revisit our earnings forecasts in the next update

C *: Add:10 Hold:5 Reduce:0 .
onsensus ° educe 1QFY20 results still on track

Target price / Consensus: +3.5%
Phu Nhuan Jewelry (PNJ) posted a 5% yoy increase in 1Q20F prelim revenue
. to VND5,000bn while net profit eased 4% yoy to VND411bn. Revenue growth
Key changes in the report was driven by gold bar (+15% yoy) and retail sales (+8% yoy), while wholesale

- na revenue decreased 17% yoy. However gross profit margin shrank to 21.7% in
1Q20 (-0.2 pts % yoy) due to larger revenue contribution from gold bar.
Price performance In 1Q20, PNJ opened six new jewelry stores and two new watch stores, while
: closed two jewelry stores at the same time, boosting its total outlet stores to
wso Trmem Thmmmmem® o . 350 as at end-Mar.
o - COVID-19 to hit earnings harder from Mar 2020
72000 According to management, revenue witnessed a sharp drop of 39% yoy in the

63,000 1057

last 10 days of March 2020 as the number of reported infection cases climbed
to more than 100 in Vietnam. Following the social distancing measure to curb
the virus spread, PNJ closed 85% of its stores nationwide for 14 days since 1

$ il.iull\l‘H‘Hh\mim-\l\i“l\lwnihdl‘I\J\h\mm.Hl\l\]ﬁ\ﬂ-lmm“\m ‘Wu\i.hmm Apr 2020.
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Source: VND RESEARCH What will PNJ do to battle with headwinds?

53,000 99.8

3

Key statistics e Lift cash on hand to about VND400bn, four times versus the value as at
: end-FY19

52w high (VND) 92,000

52w low (VND) 48,300 e Optimise inventory by suspending new purchasing orders and

3m Avg daily volume (shares) 202 868 restructuring stocks of gold bars and gold products to meet market
g caly ' demand

3m Avg daily value (VNDm) 53,302

e Cut down operating expense by negotiating with landlords over rent

Market ca NDbn 11,687 .

_p v ) deduction; management to take a 50% pay cut, and reduce the number of
Outstanding shares (m) 242 working days per week of employees by two.
Free float (% 64 . . . . .

) e  PNJ will restructure its retail network by closing poorly performing stores
TTM P/E () 9.03 and replace them with those at better locations but with more reasonable
Current P/B (x) 2.38 rent rates

_ e Halt all new investment projects in 2020

Ownership
Cao Thi Ngoc Dung 9.2% Figure 1: Percentage of closed stores by region as at 1 Apr 2020
LGM Investments Ltd 4.5%

Route One Investment Company 4.1% 80% I I . I I I -
Others 82.2%
Source: VND RESEARCH 100%) [100%)
40% 78% 76% 70 85%
42%
0%
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¥ Store closure ™ Store operating
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Valuation
Rolling P/E (x) (hs) = —— EPS growth (rhs) Rolling P/B (x) (lhs) ——— ROAE (rhs)

66.7 560% 7.7 38%
56.7 443% 6.7 32%
46.7 327% 57 26%
36.7 210% 4.7 20%
26.7 93% 3.7 14%
16.7 -23% 2.7 9%

6.7 -140% 1.7 3%

01-15A 07-15A 01-16A 07-16A 01-17A 07-17A 01-18A 07-18A

Income statement

(VNDbn) 12-17A  12-18A 12-19A
Net revenue 10,977 14,573 17,001
Cost of sales (9,065) (11,794) (13,540)
Gen & admin expenses (188) (346) (479)
Selling expenses (775) (1,171) (1,363)
Operating profit 949 1,262 1,619
Operating EBITDA 988 1,304 1,675
Depreciation and amortisation (39) (42) (56)
Operating EBIT 949 1,262 1,619
Interest income 9 7 2
Financial expense (56) (66) (119)
Net other income 6 3 1
Income from associates & JVs - - -
Pre-tax profit 908 1,206 1,503
Tax expense (183) (246) (312)
Minority interest - - -
Net profit 725 960 1,191
Adj. net profit to ordinary 725 960 1,191
Ordinary dividends (185) (265) (344)
Retained earnings 540 695 847
Balance sheet

(VNDbn) 12-17A  12-18A 12-19A
Cash and equivalents 175 207 95
Short term investments 160 0 0
Accounts receivables 85 176 138
Inventories 3,402 4,816 7,019
Other current assets 74 82 78
Total current assets 3,896 5,281 7,330
Fixed assets 487 719 923
Total investments 0 0 0
Other long-term assets 109 304 346
Total assets 4,492 6,304 8,599
Short-term debt 846 1,558 2,611
Accounts payable 279 291 688
Other current liabilities 364 693 719
Total current liabilities 1,489 2,542 4,018
Total long-term debt 46 8 4
Other liabilities 7 9 3
Share capital 1,081 1,670 2,253
Retained earnings resene 772 885 1,042
Shareholders' equity 2,950 3,745 4,574
Minority interest 0 0 0
Total liabilities & equity 4,492 6,304 8,599
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Cash flow statement

(VNDbn)

Pretax profit

Depreciation & amortisation

Tax paid

Other adjustments

Change in working capital

Cash flow from operations

Capex

Proceeds from assets sales

Others

Other non-current assets changes
Cash flow from investing activities
New share issuance

Shares buyback

Net borrowings

Other financing cash flow

Dividends paid

Cash flow from financing activities
Cash and equivalents at beginning of period

12-17A 12-18A 12-19A
908 1,206 1,503
39 42 56
(154)  (232)  (291)
(142)  (175)  (186)
(542) (1,144) (1,757)
109 (303)  (675)
(115)  (336)  (208)

8 1 1
3 6 1
(160) 160 0
(264)  (169)  (206)
975 97 69
0 0 )
(615) 672 1,048
0 0 ®)

(185)  (265)  (344)
175 504 769
155 175 207

Total cash generated 20 32 (112)
Cash and equivalents at the end of period 175 207 95
Key ratios

12-17A 12-18A  12-19A
Dupont

Net profit margin
Asset turnover

ROAA

Awg assets/avg equity
ROAE

Efficiency

Days account receivable
Days inventory

Days creditor

Fixed asset turnover
ROIC

Liquidity

Current ratio

Quick ratio

Cash ratio

Cash cycle

Growth rate (yoy)
Revenue growth
Operating profit growth
Net profit growth

EPS growth

6.6% 6.6% 7.0%
2.72 2.70 2.28

17.9% 17.8%  16.0%
1.82 1.61 1.79
32.6% 28.7%  28.6%
1.3 2.0 1.0
137.0 149.0 189.2
11.2 9.0 18.5
24.29 24.17 20.71
18.9% 18.1%  16.6%
2.6 2.1 1.8
0.3 0.2 0.1
0.2 0.1 0.0

127.1 142.0 171.7

28.2% 32.8% 16.7%
30.9% 33.0% 28.3%
60.8% 32.4% 24.1%
60.8% 32.4% 24.1%

Source: VND RESEARCH
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DISCLAIMER

This report has been written and distributed by Research Department, VNDIRECT Securities Corporation. The information
contained in this report is prepared from data believed to be correct and reliable at the time of issuance of this report. Unless
otherwise stated, this report is based upon sources that VNDIRECT considers to be reliable. These sources may include but
are not limited to data from the stock exchange or market where the subject security is listed, or, where appropriate, any
other market. Information on the company(ies) are based on published statements, information disclosure and
announcements of the company(ies), and information resulting from our research. VNDIRECT has no responsibility for the
accuracy, adequacy or completeness of such information.

All estimates, projections, forecasts and expression of opinions contained in this report reflect the personal views and
opinions of the analyst(s) responsible for the production of this report. These opinions may not represent the views and
position of VNDIRECT and may change without notice.

This report has been prepared for information purposes only. The information and opinions in this report should not be
considered as an offer, recommendation or solicitation to buy or sell the subject securities, related investments or other
financial instruments. VNDIRECT takes no responsibility for any consequences arising from using the content of this report in
any form.

This report and all of its content belongs to VNDIRECT. No part of this report may be copied or reproduced in any form or
redistributed in whole or in part, for any purpose without the prior written consent of VNDIRECT.

RECOMMENDATION FRAMEWORK
Stock Ratings Definition:

Add The stock’s total return is expected to reach 15% or higher over the next 12 months.
Hold The stock’s total return is expected to be between negative 10% and positive 15% over the next 12 months.
Reduce The stock’s total return is expected to fall below negative 10% over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price
and (ii) the forward net dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute
recommendation.

Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute
recommendation.

Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute
recommendation.
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