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MOBILE WORLD GROUP (MWG VN): Analyst Meeting Takeaways
Moving toward the next growth driver(s)

NOt Rated We attended MWG?’s analyst meeting on May 10. MWG continues to report strong
operating results and is outperforming the industry despite the relative maturity of
Current price: VND 85,000 consumer electronics and telecommunication devices. The grocery business is expanding
Target price: N/A aggressively and exhibits strong potential to become the company’s next growth pillar.
Upside: N/A That said, we think this segment requires more time to become a notable earnings driver.
52-week Price Range Market FY18A Dividend - .
(VND) Capitalization Yield Remaining Foreign Room Free-float ADTV-3month
74,700-98,300 USD 1.6bn 1.8% 0.0% 87.1% USD 2.1mn
Price performance Key Takeaways Risks
20% e MWG is on track to fulfil FY19 e BHXsales could cool down.
uidance. .
10% d e  The slowdown in consumer
e  Expansion/conversion planned for electronics may be faster than
0% core TGDD and DMX stores. expected.
01/19 03/19  04/1 e Aggressive expansion at BHX
-10% (fresh foods & FMCGsS).
e MWG s \/N INdlEX e Broadening its product range to
find the next growth driver(s).

Quang Vo Company profile: MWG is the largest electronics retailer in Vietnam with 45% market share in phones
Consumer Analyst and 35% in consumer electronics. MWG’s The Gioi Di Dong (TGDD) chain (phones, laptops, tablets,
+84 28 3622 6868 (ext. 3872) etc.) accounted for 48% of revenues in FY18, while its Dien May Xanh (DMX) chain (consumer
guang.vo@yuanta.com.vn electronics) contributed 41% of sales. MWG started retailing fresh foods and FMCGs under the Bach Hoa

Xanh (BHX) chain in 2016, and this segment has since grown to reach 7% of total FY18 group revenues.

MWG is on track to fulfil FY19 guidance with 1Q19 sales of VND 25tn (+10% Yo, 23% of 2019

MWG’s FY18 results and FY19 guidance guidance) and NPAT of VND 1tn (+29% YoY; 29% of guidance). 1Q19 sales growth was

FY19 YoY attributable to consumer electronics (16% YoY growth at DMX) and fresh foods/FMCGs (+156%

guidance  growth YoY growth atBHX), while TGDD’s sales declined by 8% YoY. Gross margin expansion (+26bps
YoY) and SG&A cost contraction (-42bps YoY ) also helped boost the bottom-line result.

VND Bn FY18A

Total revenue 86,516 108,468 +25%
Expansion/conversion strategy for TGDD and DMX chains. MWG plans to open new DMX
PAT 2,880 3571 +24%  stores and to convert TGDD stores into DMX stores, with the target of 850 DMX stores by end-June
ROA 11.3% (vs 774 at end-March). In addition, MWG targets sales-per-store to expand by 30% via improved
store layout to increase the number of SKUs. MWG expects sales for DMX to grow by 20% YoY
ROE 38.7% and for TGDD to expand by 10% YoY in FY19.
EPS growth +26% BHX expanding aggressively. MWG plans to open 50 BHX stores per month for the rest of 2019,
substantially boosting the total number of stores from the current figure of 469. MWG plans to
PIE 13.0 accelerate the number of contracts signed directly with suppliers, which it expects will improve gross
— % margin by 100-150 bps. In addition, logistical and storage efficiency improvements to ensure the
’ freshness and reduce the proportion of spoilage are on the right track, as evidenced by the 2ppt YoY
Source: MWG increase in gross margin at BHX to 18% in 1Q19.

In search of the next growth driver(s). MWG is currently implementing a pilot scheme to sell
wristwatches and kitchenware. Wristwatch sales only launched on March 8 but contributed 1.8% of
company-wide sales in that month. Meanwhile, kitchenware posted 50% YoY growth and
contributed 6.8% of sales in 1Q19.

Our view: We don’t cover MWG and have no investment view on the stock. The company is clearly
doing a good job in expanding the grocery business, and we agree with management’s view about
the strong potential of the market. That said, MWG is not all about groceries. Its two main pillars —
phones and consumer electronics — are showing signs of slowing down. It may be unrealistic to expect
the still-nascent grocery business to maintain the overall (large) group’s sales growth at historically
impressive levels of 40%-50% (over the last three years). It may take a while for the grocery business
to have make a substantial (and positive) earnings contribution.
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND
DISCLOSURES

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers; and (2)
no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research
analyst in the research report.

Ratings Expected return within the next 12 months
BUY Above 10%

HOLD Between -10% to +10%

SELL Below 10%

BUY: We have a positive outlook on the stock based on our expected absolute or relative return over the investment period. Our thesis is based on our
analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We recommend investors add to their position.
HOLD-Outperform: In our view, the stock’s fundamentals are relatively more attractive than peers at the current price. Our thesis is based on our
analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

HOLD-Underperform: In our view, the stock’s fundamentals are relatively less attractive than peers at the current price. Our thesis is based on our
analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

SELL: We have a negative outlook on the stock based on our expected absolute or relative return over the investment period. Our thesis is based on our
analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We recommend investors reduce their position.

Under Review: We actively follow the company, although our estimates, rating and target price are under review.

Restricted: The rating and target price have been suspended temporarily to comply with applicable regulations and/or Yuanta policies.

Note: Yuanta research coverage with a Target Price is based on an investment period of 12 months. Greater China Discovery Series coverage does not
have a formal 12 month Target Price and the recommendation is based on an investment period specified by the analyst in the report.

Global Disclaimer

© 2018 Yuanta. All rights reserved. The information in this report has been compiled from sources we believe to be reliable, but we do not hold ourselves
responsible for its completeness or accuracy. It is not an offer to sell or solicitation of an offer to buy any securities. All opinions and estimates included
in this report constitute our judgment as of this date and are subject to change without notice.

This report provides general information only. Neither the information nor any opinion expressed herein constitutes an offer or invitation to make an
offer to buy or sell securities or other investments. This material is prepared for general circulation to clients and is not intended to provide tailored
investment advice and does not take into account the individual financial situation and objectives of any specific person who may receive this report.
Investors should seek financial advice regarding the appropriateness of investing in any securities, investments or investment strategies discussed or
recommended in this report. The information contained in this report has been compiled from sources believed to be reliable but no representation or
warranty, express or implied, is made as to its accuracy, completeness or correctness. This report is not (and should not be construed as) a solicitation to
act as securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on such business in that jurisdiction.

Yuanta research is distributed in the United States only to Major U.S. Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange
Act of 1934, as amended and SEC staff interpretations thereof). All transactions by a US person in the securities mentioned in this report must be
effected through a registered broker-dealer under Section 15 of the Securities Exchange Act of 1934, as amended. Yuanta research is distributed in
Taiwan by Yuanta Securities Investment Consulting. Yuanta research is distributed in Hong Kong by Yuanta Securities (Hong Kong) Co. Limited,
which is licensed in Hong Kong by the Securities and Futures Commission for regulated activities, including Type 4 regulated activity (advising on
securities). In Hong Kong, this research report may not be redistributed, retransmitted or disclosed, in whole or in part or and any form or manner,
without the express written consent of Yuanta Securities (Hong Kong) Co. Limited.
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