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INVESTMENT SUMMARY

We issue a BUY recommendation on FPT with a one-year target price of VND67,800 by DCF and
Sum-of-the-parts methodologies. This offers an upside from its closing price of VND56,500 on
October 21, 2019. FPT Corporate is an Information and Communication Technology conglomerate
in Vietnam with a dominant position in IT services and a top three market share in the broadband
Internet market. For sustainable development, FPT has expanded its business lines and footprint
across global markets.

INVESTMENT HIGHLIGHTS
Digital transformation offers brilliant growth prospects for software outsourcing
On the grounds that new technologies are asserting dominance over the entire IT services industry,
Digital Transformation (DX) is expected to skyrocket and become the main growth driver for
software outsourcing (SO). According to IDG, nearly 90% of enterprises have DX in their long-
term plan to improve business efficiency and enhance customer experience. This pronounced
preference, coupled with the tendency to outsource DX, is expected to stimulate global DX
spending by 18.5% CAGR 2018A-2023F, according to IDC. Given that current revenue
breakdown by market of FPT’s SO is Japan (54%), the US (21%), APAC (14%) and EU (9%), we
have confidence that with DX boom as the core element, SO revenue from these target markets are
expected to achieve 24.0%, 37.8%, 27.5% and 26.4% CAGR 2018A-2023F respectively.

Successful M&A opens up spectacular scaling-up opportunity
M&A has proven to be the greatest springboard for FPT, which helps it win lucrative contracts and
advance to upper levels in the value chain. After the acquisition of RWE IT Slovakia, FPT has
corroborated a close partnership with RWE, the leading energy group in Europe. This auspicious
cooperation has brought FPT: (1) a USD10mn+ contract in 2014-2019 which is renewed with the
requirement of higher value-added activities for 2019-2024, (2) a USD115mn contract in 2018-
2024 which is the largest in FPT’s history. RWE’s long-term commitment and outsourcing of more
complicated projects display their complete trust in FPT’s technical capabilities, which guarantees
strong cash inflows and establishes unrivalled reputation for FPT. Regarding the recent M&A with
Intellinet, a fast-growing US consulting firm, FPT witnessed its revenue from the US shoot by
55% impressively. Moreover, with the supply of consultants and customers from Intellinet, this
deal enhances FPT’s technological level noticeably and enables cross-selling between the two
companies. With FPT’s intention to secure more M&A deals, we expect that FPT’s oversea
revenue will experience 28.2% CAGR 2018A-2023F.

Stringent cost management from self-supplied labor enhances global competitiveness
Cost advantage enables FPT to make great strides in global market sustainably. With a supply of
30-40% IT graduates from FPT University, FPT manages their main input effectively, which is
underpinned by 9.1% growth in revenue per head yoy in 2018, and expects no abnormal cost from
labor shortage to occur. This significant advantage will be sustainable thanks to increased capacity
and quality from FPT’s sizeable investment in new campuses. Moreover, FPT has an impressive
attrition rate (10.0% vs 16.8% of peer average) and lower salary for IT workers than its
counterparts, which helps them maintain salaries expense at a stable rate.

Solid cash flow and healthy capital structure buttress strategic advancement plans
Strong cash flow generation allows FPT to accelerate R&D plans, acquisition deals and training
campus’ expansion projects. CFO-to-revenue ratio of 18.84% p.a in 2018 makes the company
well-positioned to pursue the strategic growth ventures under no undue pressure about financial
distress from the reliance on external capital resources. We forecast an average of 19.44% p.a
CFO-to-revenue 2019F-2023F based on the rationale that the company boasts a bright outlook on
future business performance and scarcely meets liquidity drag problems. In addition, in our long-
term view, its solid capital structure with a low long-term Debt to Asset ratio of average 1.78% p.a
during 2014A-2018A is extremely supportive of sustainable growth opportunities.
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MARKET PROFILE

Ticker FPT

Share Outstanding (mn) 678,276

Market Cap (VND mn) 38,322,612

Market Cap (USD mn) 1,651

52-week price range (VND) 35,700 – 58,500

Dividend Yeild 3.34%

LTM P/E 14.06

Source: Bloomberg

VALUATION

DCF P/E SOTP

Price (VND) 65,014 78,986

Weight 80% 20%

12-month 
Target Price VND67,800

Upside 20.0%

Recommendation BUY

Current price: VND56,500 (USD2,44) 

USD/VND: 23,200

Target price: VND67,800 (USD2,92)

Recommendation: BUY Industry: Technology Services

This report is published for educational

purposes only by students competing in the

CFA Institute Research Challenge.

FPT CORPORATION
Hochiminh Stock Exchange (HOSE)

Valuation date: 21/10/2019
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2016A 2017A 2018A 2019F 2020F 2021F 2022F 2023F

Revenue (VNDbn) 39,531 42,659 23,214 27,168 31,402 37,127 43,713 51,522

EPS (VND) 4,641 5,904 4,518 6,116 7,060 8,568 10,407 12,698

Net Income Margin (%) 6.5 8.3 13.9 13.8 13.8 14.2 14.6 15.1

ROE (%) 18.4 23.8 18.7 19.8 20.9 22.8 24.2 25.2

BVPS (VND) 64,936 47,084 48,493 53,384 60,284 69,779 81,528 96,286 

FPT: Age of Exploration
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BUSINESS DESCRIPTION
BUSINESS OVERVIEW
Established in 1988, FPT Corporation is the leading ICT(1) conglomerate in Vietnam. Its core
business focuses on three main sectors: technology, telecommunications and education. Notably,
FPT acts as an IT services supplier to the key markets and commands superior market share in
domestic market.
(1) Information and Communication Technology

Technology engine drives global growth
Strong IT services provider in key foreign markets
Global IT services, referred to as Software outsourcing (Figure 4), accounted for 39.2% of total
revenue. They generated VND1,360 bn in 2018, in which 80% is traditional services such as
software development, modernization of information systems, and information system
management. Although Digital Transformation (DX), as non-traditional services related to Cloud
computing, Data analysis, Mobility, IoT and so on, made up a smaller percentage at 20%, it is
gaining traction and becoming a determinant of FPT’s multiplying growth rate. As a strong
international brand, FPT shored up its presence in Japan, the US, EU and APAC with an
increasing number of customers in the Fortune Global 500 list over years (Figure 1).
Domestic market leader and primary player in developing countries
FPT offers System integration (hardware), Software solutions, and IT services in domestic and
developing countries market. Through the partnership with the world-top vendors such as
Microsoft, IBM and SAP, FPT is a leading system integrator in South East Asia. FPT, as the
domestic dominant IT supplier, competently delivers the core industry solutions in specific
domains such as Banking, Securities, Insurance and Finance.

Telecommunications fuel the top-three market share
FPT sustains Telecommunications sector with Telecom Services and Digital Content to make up
for 38% of total revenue. Telecom services consist of: (1) The broadband internet services for
individuals and households; (2) The corporate services including data center, leased lines, hosting,
and voice; (3) Pay TV delivered under IPTV(2) and OTT(3) service. Meanwhile, Digital content is
constituted primarily by digital media. To enhance customer experiences and remain in the top
three market position, FPT has applied the cutting-edge technologies eg. AI, Big Data in both
Telecom and Digital content segments.
(2)Internet Protocol TV, (3)over-the-top

High enrolments propel Education
FPT has diversified levels from elementary to university, in which university education has been
prioritized in hopes of expanding the number of capable engineers available in the long term.
Tertiary outcome reinforces human capital development which is a competitive advantage of
technology sector. The enrolment surge is backed by the inaugurated campuses and education
methodology (Figure 3). Also, online segment presents itself as a promising business of FPT
education given prevailing E-learning trend.

COMPANY STRATEGY
Orienting towards impressive international growth
Become a top-notch DX service provider
By pushing forward R&D with over 200 data analysts and 60 AI doctors, FPT is striving to reach
the completion of DX services. Furthermore, conducting DX for its internal business structure
would allow FPT to verify and develop more adaptive models for its customers. According to IDC,
by 2022, the global DX market is slated to reach USD2tn, with a four-fold growth than that of the
traditional IT. Therefore, we believe that FPT, with those above efforts, would achieve the status
of a world-class provider in this flourishing segment.

Implement Go-global Strategy through more M&A transactions in thriving markets
After two consecutive successes of RWE IT Slovakia and Intellinet deals, management are aiming
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to close another acquisition in a major market such as Japan, Singapore or APAC to expand its
business domain, client base and move up the value chain. With a budget of about USD50 mn each
year, M&A is served as a fulcrum to materialise FPT’s global strategy. We subscribe to the belief
that this can stimulate the tremendous growth of software outsourcing in international markets.
Enhancing domestic developments
Balloon the margin through a high value-added services shift
Domestic IT segment is focused on switching its sales from system integration to software
solutions and IT services. The grounds underscoring this movement is that System integration as a
low value-added service, given its significant revenue weight, squeezes the segment’s profit
margin. Profit before tax margin has already doubled to 6.4% in the first nine months in 2019 and
is expected to gradually increase to 11.4% by 2023 due to the impact of this shift (Figure 5).

Capitalize on growth opportunity via data centers expansion
Capex budget in 2019 is planned to allocate VND733 bn to upgrade and put more data centers into
operation (Table 1) with the expectation that the demand for data centers would surge by Cyber
Security Law enforcement. In the coming years, not only central demand from domestic enterprises
but international clients also constitute the revenue source of data center services.

Build a synergy between IT and Education sector with a unique model
Software Park Complex projects are expected to enable FPT to make strides in IT and education by
strengthening the ecosystem between them. Basically, this presents an organic link between the
theoretical training with practical skills training for students to participate in the current software
industry. Meanwhile, it would raise the quality of workforce in software segment. Currently, there
are four complex projects all over the nation (Figure 7), which are being expanded to upgrade their
capacity. In addition, FPT plans to channel more capex funding into establishing two more
complexes in Quy Nhon and Quang Nam to promote this model.

Shareholders structure
FPT’s largest internal shareholder is Mr. Truong Gia Binh, the president and also the founder of
FPT holding a stake of 7.09% (Figure 6). The presence of this visionary figure as the leading role
in BOD embodies pioneering spirits, lifelong passion and extraordinary mindset to foster the
development of FPT from early stage of foundation. Moreover, the maximum Foreign Ownership
Limit, in which institutional investors own the majority (48.25% over 49%), indicates the foreign
keen interest in this promising business. This ownership structure of FPT facilitates effective
control and sustainable growth.

CORPORATE GOVERNANCE
Corporate Governance and Social Responsibility
FPT adheres to the OECD’s Principles of Corporate Governance and the ASEAN Regional
Corporate Governance ScoreCard (Appendix E-I). Our evaluation reveals that FPT has “Good”
corporate governance quality and an outperforming Board of Director (BOD). BOD comprises 5/7
independent members. All the members own around 30 years of experience in the IT and finance
within domestic and international context. The Chairman, Mr. Truong Gia Binh, has laid the
foundation of IT industry Vietnam and sustained the growth of FPT from the early stage. In terms
of social responsibility, FPT emphasized education engagement through scholarships, learning
facilities support, especially for IT students, and green-orientation in architecture, technological
solutions.

Board of Management
The recent appointments of management board promise to be an injection to reinvigorate the
company in the digital era. Notably, Mr. Nguyen Van Khoa, the new CEO, took the reins on March
2019 in a leadership transition from the founding generation to younger hands. He has excelled in
various FPT leadership positions and spectacularly led FPT Telecom to maintain within the Top 3
of Vietnam leading Internet Service companies. The bridge to the next generation of leaders creates
a greater level of flexibility and adaptability to make the most of new technologies and trends in
line with FPT’s orientation. In addition, the entire fresh management team (Appendix E-II)
averages more than 15 years of experience in FPT and the IT industry. Hence, they have effectively
navigated through human capital development, technology transformation, efficiencies and core
operations improvement, which is expected to elevate FPT to the new heights.

INDUSTRY OVERVIEW AND COMPETITIVE POSITIONING
MACROECONOMICS ANALYSIS
Enormous growth of GDP per capita stimulates domestic IT spending
According to Standard Chartered, Vietnam’s GDP per capita is expected to increase fourfold to
USD10,400 by 2030, which brings Vietnam to top fastest growth rates worldwide (Figure 8). This
robust economic growth will provide the foundation for sustainable growth in IT spending. In fact,
Vietnam IT spending per capita is much lower than Thailand, which shows an immense headroom
for growth. At higher income, households and enterprises are more willing to spend and invest,
which increases demand for goods and services. Therefore, IT spending is forecast to gain 13.3%
CAGR over 2019F-2023F, according to Fitch Solutions.
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Name Value 
(VNDmn)

Data Center - District 7, 
HCMC 138,000

Data Center - District 9, 
HCMC 273,000

Data Center - Da Nang 38,000

Data Center - CG - Ha Noi 284,000

Total 733,000

Table 1: Capex Plan in Data Centers 2019

Source: Company data
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Supportive demographic fulfils IT workforce shortage
Vietnam ranks at the 15th place regarding global population size with over 96 million citizens and
is expected to keep a 0.67% annual population growth, according to World Population Review.
The population is relatively young with a median age of 30.5 years (Figure 9), of which 52% fall in
the working age bracket. Moreover, Vietnam education curriculum focuses on natural science
(Appendix C-III) and foreign languages, which is beneficial to the development of ICT Industry.
Thus, this young and high-educated workforce fuels the growing labor demand, especially in IT
industry where human resource is the key input.

INDUSTRY OVERVIEW
Technology
Export market outlook
Digital Transformation invigorates outsourcing demand
IT services industry has recently undergone significant modifications owing to the explosion of
DX, where traditional services have been gradually ousted by revolutionary ones. This is validated
by the bloom of S.M.A.C platform and advanced digital technology demand (Appendix C-IV),
escalating DX spending at a strong growth of 18.5% CAGR 2018A-2023F. In fact, according to
Accenture research, nearly 90 percent of companies outsource a third-party solution provider for
DX projects. This trend results in growth momentum for global IT Outsourcing industry to deliver
7.9% CAGR in 2018A-2023F according to IDC, in which APAC experiences the fastest growth
off a low base, followed by EMEA and United States with 29% and 62% of total market size
respectively (Figure 10). With a strategic focus on DX services, FPT is promisingly poised to
avail itself of this confluence of opportunities.

Severe labor deficit in developed markets augments positive outsourcing outlook
According to Korn Ferry, IT sector is forecast to experience a drastic labour shortage by 2020, in
which the US, EU and Japan will lack over 480,000, 500,000 and 280,000 workers respectively
(Figure 11). The situation is worsened due to high staff turnover rate in Technology industry,
which results in outsourcing being the optimal solution. Vietnam stands on an impregnable
position to seize this chance via favourable demographic and low labour cost. By evidence,
Vietnamese IT engineers earn 30 - 40% lower salary than their counterparts in China and India.

M&A increases overseas market footprint
Most IT services firms display a tendency to acquire strategic partners in other countries, which
enables them to achieve technical competence and customer base growth. In the global context, the
year of 2018 witnessed 176 digital M&A deals, 20% of which appertain to consulting firms,
according to HFS Research. In detail, key players e.g Accenture, Cognizant, IBM have concluded
a large number of M&A deals over the last decade, especially in DX field during recent years
(Appendix C-IX). Therefore, following the footsteps of these pioneers, FPT is expect to construct
the promising future of FPT with its M&A strategy.

Domestic outlook
Low IT adoption fosters potential spending on Software and services
Local private sector currently owns low IT solution adoption rate at only 25-40% of the EU
average, especially with ERP, SCM and CRM software solutions (Figure 12). With a robust
economic growth outlook and modernization momentum, local enterprises are expected to increase
IT spending by 13.4% CAGR over 2018A-2023F. This growth is mainly backed by solid demand
for IT services and Software, as these two segments account for 76% of IT spending. In detail, IT
services are expected to experience 15.1% CAGR 2018-2023F due to higher level of spending on
IT activities (e.g systems integration, consulting, training, maintenance and hosting solutions). In
the meantime, Software is forecast to acquire 19.3% CAGR 2018A-2023F through both the
adoption of basic informatisation and more advanced solutions (Figure 13). As the leading IT
services and software providers, FPT is well positioned to capitalize on this growing demand.

Large number of small-scale enterprises solidify market leader’s power
According to HCA data, 88.6% of over 10,000 Vietnamese IT providers are small-scale and
family-owned, which makes them fail to acquire large contracts. In this context, the spotlight
shines on FPT as the market leader, followed by CMC Corporation, TMA and HPT (Figure 14).
Meanwhile, leading global software vendors e.g SAP, Oracle, IBM, Microsoft, Vietnam are
available in Vietnam but do not pay full attention to it. Therefore, with significant R&D
investment and stable workforce, we believe that FPT will continue to be the dominant market
player in domestic market, which entitles them to absolute power and networks.

Government policy yields to demand for IT industry
Given the introduction of Decree No.55 in 2015, which allows state companies to outsource IT,
demand for IT services from public sector has boomed impressively. Therefore, government
intends to establish the National Technology Innovation Fund with charter capital of $US45mn to
accelerate the development of local enterprises. This proves to be a great opportunity for local IT
vendors to develop as nationwide projects (e.g. e-government and cyber security solutions, green.
transportation, flood risk management) will be launched. As the leading IT corporation in Vietnam,
FPT is highly competent to take charge of large contracts and generate great profit.
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Telecommunications

Rural residents: Key demand driver in fixed broadband
The potential growth of new subscribers from households, mainly in rural areas, is still abundant.
However, fixed-line Internet penetration rate grows at much slower pace due to urban market
saturation. Hence, dominant players are heading towards harsh competition to safeguard their
existence by breaking into rural market with an enormous infrastructural investment. This promises
to ensure stable growth rate of the segment in coming years although cost per subscriber will
increase for high capex requirements. Fitch Solutions report estimates that the fixed broadband
Internet market in Vietnam has now stabilized with organic growth forecast at a CAGR of 4.7%
(Figure 15) in the next 5 years.

IPTV and OTT services bear fruit
IPTV and OTT market turn out to be a lure for Pay TV vendors when it presents itself as a
cannibalization towards traditional services. P&S Intelligence expects this segment to witness a
CAGR of around 18.0% 2019F-2023F although overall pay TV market has leveled off the growth
since 2017 (Figure 16). This is because Pay TV industry demand has been mainly the result of
replacement among the services at this maturity stage. As a result, local providers are in a rush to
introduce alteration to the services to keep existing customers interested. Besides, wireline
providers such as FPT can exploit their extensive subscriber base and infrastructure to cross-sell
through a bundled package of IPTV, OTT services and fixed-line internet.

Data center business: Cultivated by a favorable government policy
The enactment of Cyber Security law 2019 facilitates the development of data center services in
Vietnam. Specifically, this regulation requires behemoth clients such as Google, Facebook to store
Vietnamese users’ data in Vietnam, the majority of which is still recorded in US, Hong Kong and
Singapore’s data centers. In addition, Frost & Sullivan estimates the Asia-Pacific data center
services market to grow at a CAGR of 14.3% during the period of 2018A-2022F to reach
USD31.95 bn (Figure 17). Hence, telecom companies in Vietnam can grasp this opportunity to
produce much increased revenue

Digital content inches up on the back of display (banner) advertising
Display advertising provides the primary source of revenue for online newspapers business model
in Vietnam. Although 67,4% of total digital advertising spending is currently channeled via
display content, according to Dentsu Network, this means is forecasted to deliver a CAGR of only
5.6% 2018A-2023F. This is because the prevalence of social networks and searching tools
threatens to restraint its long-term growth. However, with a viable strategy to add on more
applications and attractive contents, we believe FPT still maintains a positive outlook in this
segment.

Education

Headroom for private schools growth
Private education has drawn an attention when education spending in Vietnam is relatively high of
5.7% of GDP ranking the 29th over 126 worldwide, reported by Grant Thornton Vietnam. The
Vietnamese Middle and Affluent Class (MAC) proliferation reflects an emphasis on education
investment as a social tendency (Figure 18). Meanwhile, the number of public schools will be on
the drop by 10-15% during 2020-2025, according to the governmental Scheme issued in Q3 2019
to merge and dissolution weak universities. When it comes to multiple education options, private
schooling outdoes public one in amenities, smaller class size and certified teachers which facilitate
learning and skilling. As such, the private sector has stepped in to capture this prospect.

Booming IT education backed by IT hiring trend
IT graduates are incredibly in high demand (Figure 19) as the consequence of the acceleration to
utilize IT in the increasing number of corporations to improve their business performance. By
evidence, Navigos Group report mentioned IT in the top 4 most in-demand jobs in 2019. Also, the
IT’s high pay level compared to other fields, together with Resolution 41/NQ-CP tax incentives at
a 50% income tax reduction reveals IT career prospects. Thus IT education emerges as an avenue
for growth to fulfil IT graduate’s demand. To seize this trend, FPT University is expected to
strengthen education sector through being centred on IT majors.

COMPETITIVE POSITIONING

Technology

Domestic market
Scale and competence reinforce local dominance
FPT is the market leader and pioneering enterprise in Vietnam Technology industry thanks to its
large capacity and outstanding technological ability. While most domestic IT companies are small-
scale and family-owned, making them unqualified for large projects and stuck in low value-added
activities, FPT outshines with adequate resources for massive orders and absolute master of latest
technologies (Figure 20). An impressive achievement of FPT in 2018 is FPT.eHospital 2.0, a smart
..
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Figure 20: IT Outsourcing value chain
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management system, with the application of advanced technologies. This system is implemented
in 200 hospitals and clinics nationwide and serves over 20 million visits per year. Moreover, FPT
is the only technology enterprise to be appointed in the National Committee for E-government,
well displaying their solid leadership position in domestic market.

Foreign market

Bright scaling-up prospect supported by successful M&A
Acquisition enables FPT to raise company value and move up the value chain effectively. Thanks
to the M&A with RWE IT Slovakia, RWE’s subsidiary, FPT signed (1) a USD10mn+ contract
with RWE in 2014-2019, which is renewed with requirement for latest technologies in 2019-2024;
(2) a USD115mn contract with innogy SE, RWE’s affiliated company, in 2018-2024. RWE’s
continued cooperation and outsourcing of high value-added activities manifest its absolute trust in
FPT’s technical ability, which promises large income and gains high reputation for FPT.
Regarding the M&A with Intellinet in 2018, a fast-growing US consulting firm, FPT’s revenue
from the US soared by 55%. This deal elevates FPT’s technological level through additional 150
consultant specialists and end-to-end contracts, especially in DX. Moreover, Intellinet’s 200
customers enable cross selling between them as their customer bases do not overlap each other.
With FPT’s intention for more M&A deals, we believe that FPT will continue enhancing its
technological capability and its oversea revenue will experience 28.2% CAGR 2018A-2023F.

Healthy order booking bolsters growth momentum
Given a strong customer base (650 clients) and high rate of continued cooperation (94% of SO
revenue comes from existing customers), FPT’s contracts are on the increase and also renewed at
higher value. In 2018, FPT gained an addition of 100 customers, in which number of clients
contributing USD1mn+ revenue in 2018 rose by 17.7% yoy. This dramatic growth far outweighs
strong Indian peers (Table 2), displaying FPT’s impressive customer metric. Large deal wins also
grew significantly with two USD20mn+ contracts from existing customers. This spectacular
growth in both number and value of contract highlights brilliant revenue prospect for FPT.
Therefore, we believe that FPT’s USD1mn+ customers are expected to grow by 26.3% CAGR
2018A-2023F.

Sustainable international competitiveness backed by cost advantage
FPT owns a healthy cost structure and maintains adequate resources to sustain it. FPT University
provided approximately 30-40% IT graduates for FPT, which is an overwhelming advantage over
competitors (Appendix C-VIII). FPT is expected to maintain this stable supply of workforce
thanks to the increased capacity and quality from decent investment in new campuses (VND243bn
in 2018). The staff self-provision helps FPT manage its main input effectively, which is exhibited
in 9.1% growth in revenue per head, and expects no abnormal cost from labor shortage to occur.
Moreover, FPT has an impressive attrition rate at 10.0% against 16.8% of peer average (Figure 21)
thanks to its substantial benefits offered to employees (overnight accommodation, daycare, etc).
Their IT workers’ salary is also low compared with regional rivals (Figure 22) and under low
pressure to experience significant growth due to Vietnam’s low living standard.

Technical capability stimulates continuous innovation
FPT’s great technical ability facilitates it to keep up with the constant innovation of technology
industry. FPT has high R&D over net sales ratio (0.6% vs 0.4% of peer average) (Figure 23),
which results in a diverse solution/service portfolio equipped with advanced base technologies.
These self-developed platforms are applied to FPT itself, turning it into a digital enterprise and
fostering the flexibility for innovation (e.g. its AI application for coding saves 50-60% labor time).
Moreover, it also pays undivided attention to employees’ technical skills. Given FPT’s well-
developed trainings and strong Math foundation of Vietnamese, its IT engineers’ technological
ability is continuously developed, which increased technology certificates possessed by FPT’s
employees by 19.5% in 2018. FPT also promotes employees’ Japanese through its own Japanese
centers, making FPT outstanding in Japanese market (56% of SO revenue in 2018 came from
Japan).

Telecommunications

Secure its foothold on the premise of service-oriented strategy
FPT Telecom accounts for 20% market shares in the broadband, mostly facing concentrated
competition from two other leading local vendors. Without a potential of new entrants and dire
threat of substitutes (Appendix C-II), FPT Telecom appears, together with Viettel and VNPT, to
dominate the market through over years. We believe its value proposition as a service-oriented
player enables FPT telecom to survive against VNPT’s first-mover advantages and a low-pricing
strategy of Viettel. In detail, FPT increases its coverage further down to the end of the telecom
value chain (Appendix C-XI) by setting up automatic payment system and offering add-on
services to enhance customers’ experience. This helps distinguish the company from a field full of
state-owned enterprises with generous capital budget and tax incentives. It should be highlighted
that Government Plan in 2019 to privatise some of telecom SOEs may suggest much more
favorable competitive circumstances for FPT.

Figure 23: R&D investment to total revenue 
ratio
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Figure 22: Average cost per hour (USD)

Source: Team compilation

Source: Team compilation

Average 16.78%

Average 0.41%

Source: Fitch Solutions

2016 2017 2018

FPT 45 60 70

Zensar 75 85 80

NIIT tech 73 73 80

Table 2: Number of USD1mn+ deals
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Education
A unique education model in Vietnam
FPT University (FPTU) is the first corporate university in Vietnam to integrate industry-relevant
curriculum within the entrepreneurial ecosystem such as hi-tech complex, software park. Filled to
the capacity with 77,000 people in total (Table 3), the complexes remain FPTU at the forefront in
ensuring the job-readiness and employability of its graduates. Furthermore, with notable success in
IT, FPT Corporation’s impressive network with leading corporations connects students with On-
the-Job Training program. This opportunity assists graduates to navigate from occupational
learning to hands-on exposure in a diversified environment. These educational highlights enable
FPTU to gain an ascendancy to record a concrete enrolment CAGR of 37.1% between 2016–2018.
Through strategic investment in the existing complexes expansion and new constructions, we
believe that revenue from this segment will keep growing strongly at a rate of 24.9% in the period
of 2018A–2023F.

FINANCIAL ANALYSIS
Steady revenue growth with a well-grounded springboard of SO sales
FPT has achieved a dramatic annual growth of 17.47% in its revenues for 2018, resulting in annual
sales of VND 23,213 bn. In fact, since 2014, the company’s revenue has historically shown
consistent growth rates with a strong CAGR of 17.03% (the figure has been adjusted to exclude the
impact of retail and distribution segment). FPT divides its revenue according to the three sectors:
Technology (58% of net sales in 2018), Telecom (38%) and Education (4%). The highest increase
in YoY sales of 19.22% came from the Technology segment, mainly due to the rapidly increasing
demand for Software Outsourcing. SO segment is poised to be a growth engine on the premise of
global DX trend and FPT’s inner precious resources. We expect FPT’s SO revenue to deliver a
CAGR of 28.17% 2018A-2023F as a backbone of the whole conglomerate.

Divestment in retail sector and services transition lead to improving margin
After divestment in retail business line in 2017, FPT witnessed a significant increase in its gross
margin from 22.7% 2017A to 37.6% 2018A. Before 2017 inclusive, retail sector is deemed as a
prime culprit responsible for dragging down the margin of the conglomerate, given its weight
controlling more than 50% of total revenue. The sound reasoning is that profit margin for retailing
industry tends to be quite narrow compared to other sectors due to its high price elasticity of
demand. Another factor driving up this profitability indicator is the strategic implementation to
switch FPT’s revenue proportion toward higher value-added services. The first nine months of
2019 saw a 35.2% year-over-year increase in DX services’ revenue, making up 32.4% of total SO
structure.

Solid cash flow generation buoys tremendous growth
With strong cash flow generation, we believe that FPT is well equipped to fully capture the
prevailing Digital Transformation trend. Sound cash flow management can reduce the company’s
reliance on external resources when the company is accelerating the movement of Software
Outsourcing Services via exclusive M&A deals and the expansion of personnel training campuses.
The ratio of CFO-to-Revenue has persistently improved from 5.51% 2015A to 18.8% 2018A,
which is much higher than most of regional peers (Figure 24). To our belief, FPT is expected to
sustain this ratio at a high level with average 19.51% p.a 2019F-2023F. One rationale for this
assumption is that FPT scarcely meets the problem related to liquidity drag after divestment in
retail sector. Specifically, while there is nearly no credit sales in telecom and education segments,
revenue from large IT contracts are recorded and collected following percentage-of-completion
method.

2014A 2015A 2016A 2017A 2018A 2019F 2020F 2021F 2022F 2023F
Dupont analysis
Operating Margin (%) 7.2% 7.7% 7.7% 7.4% 13.4% 14.4% 14.9% 15.3% 15.5% 15.7%
Interest burden (%) 105.3% 97.1% 98.9% 134.4% 123.6% 114.1% 110.4% 110.5% 112.3% 115.1%
Tax burden (%) 84.5% 85.5% 85.5% 82.9% 83.8% 83.8% 83.8% 83.8% 83.8% 83.8%
Asset turnover (x) 1.4x 1.5x 1.3x 1.7x 0.8x 0.8x 0.8x 0.9x 0.9x 0.9x
Financial leverage (x) 2.4x 2.6x 2.6x 1.9x 2.0x 2.1x 2.1x 2.2x 2.2x 2.2x
Return on equity (%) 22.5% 23.9% 22.5% 26.7% 21.9% 23.5% 24.7% 26.5% 27.8% 28.8%
Return on assets (%) 9.2% 9.4% 8.6% 14.1% 10.9% 11.5% 11.7% 12.3% 12.8% 13.2%
Liquidity indicators
Current Ratio (x) 1.3x 1.3x 1.3x 1.4x 1.3x 1.1x 1.1x 1.1x 1.1x 1.2x
Acid-test Ratio (x) 0.8x 0.7x 0.8x 1.2x 1.0x 0.9x 0.8x 0.8x 0.9x 0.9x
Leverage Indicators
Debt/Assets (%) 30.3% 33.8% 33.3% 18.7% 23.4% 22.6% 23.1% 23.5% 23.6% 23.5%
Long-term Debt/Assets (%) 0.6% 2.4% 2.5% 2.3% 1.2% 0.4% 0.2% 0.1% 0.0% 0.0%
Interest Coverage (x) 14.1x 11.2x 8.1x 8.6x 13.1x 10.1x 10.7x 11.1x 11.3x 11.4x
Activity Indicators
Acount Receivables Turnover 8.3x 9.0x 8.5x 8.7x 4.4x 4.5x 4.5x 4.5x 4.5x 4.5x
Account Payables Turnover 8.8x 10.4x 9.5x 10.9x 6.1x 6.2x 6.2x 6.2x 6.2x 6.2x
Inventory Turnover 5.7x 6.1x 6.3x 11.7x 11.9x 11.1x 11.0x 11.2x 11.2x 11.2x
Profitability Indicators
Gross Margin (%) 19.0% 19.7% 21.3% 22.7% 37.6% 38.5% 39.0% 39.4% 39.6% 39.8%
Net Margin (%) 6.4% 6.4% 6.5% 8.3% 13.9% 13.8% 13.8% 14.2% 14.6% 15.1%
Other indicators
CAPEX-to-sales (%) 11.2% 14.4% 8.2% 5.6% 10.6% 14.8% 10.0% 8.5% 7.3% 6.2%
CFO-to-revenue(%) 3.5% 5.5% 14.3% 16.1% 18.8% 19.3% 19.3% 19.3% 19.8% 19.9%

Table 4: Key financial ratios

Source: Company data and team estimates

Location Area Capacity

Ha Noi 40 ha 30,000 

Ho Chi Minh 9.4 ha 22,000

Da Nang 10.9 ha 15,000

Can Tho 17.4 ha 10,000 

Binh Dinh On planning

Quang Nam On planning

Table 3: Software and education campus 
complex

Source: Company data
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12%

16%

20%

2015 2016 2017 2018

NIIT Zensar Neusoft
Wipro FPT

Source: Team analysis

Figure 24: CFO-to-Revenue ratio
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Sound capital structure management underpins investment plans
In its healthy balance sheet, FPT carries very few crippling debt burdens with a low long-term
Debt to Asset ratio of average 1.8% p.a during 2014A-2018A. This strong financial position
allures as telecom sector encounters high regular investment, culminating in average 10.0%
Capex-to-sales Ratio p.a 2014A-2018A. Although the company still incurs short-term debts,
mainly for operating activities, its negotiation power in terms of interest rate liberates them from
immense financial distresses. In 2019, being a corporation with technology sector, FPT favors
from two times of borrowing rate cut in the majority of commercial banks with regard to the
provision of preferential rates in the Government’s priority sectors. During the previous years, the
interest coverage ratio sustainably stands at a high level with average 11.0x 2014A-2018A. This
figure reflects the spare capacity of FPT to meet its outstanding debt obligation. Also, FPT shows
a stable current ratio at the average of 1.3x 2014A-2018A with highly liquid assets.

VALUATION
Target price: VND67,800
We employ a 80%-20% weighted average valuation of two typical methods to evaluate the
intrinsic value of FPT: Discounted Cash Flow (DCF) and Sum-of-the-part with trading multiples
methodologies. While the former well reflects long-term growth of the company based on
fundamental drivers of business value, the latter is to value each sector individually of the
multifaceted structure under an expression of market value relative to a key statistic. Our valuation
supports a one-year target share price of VND67,800, a 20% upside to the current price of
VND56,500 on October 21, 2019 (Table 5).

DCF VALUATION

We evaluated FPT using Free Cash Flow to Firm (FCFF) to arrive at the implied share price of
VND65,014. This valuation technique is sensitive to the following drivers:

Revenues
We forecast FPT’s revenue for each of its sectors, by sub-sectors. Then we benchmark our
forecasts on the growth of key revenue drivers relevant per segment.

Technology sector
Software outsourcing
The revenue is generated from four major markets: Japan, USA, EU and APAC. We assume
revenue boost of each market is driven by customer base growth and revenue per customer
growth:
• Customer base: Customer base is divided into 5 groups categorized by revenue per customer

(Figure 25). Growth in number of customers in each group will be driven by two sources: (1)
existing customers leaving low-figure groups to step up into higher ones and (2) new
customers (Appendix D-I).

• Revenue per customer: We base revenue per customer growth for each above-mentioned
group of clients on IT spending growth of each market. According to IDC as well as our
estimates, APAC as an emerging market is forecast to be the market with highest CAGR of
4.5%, which is followed by USA and EU with CAGR at 3.7% and 2.2% respectively during
2018A-2023F. Meanwhile, Japan’s market will enter the saturated period with CAGR of 0.7%.

After applying two key drivers above, we forecast the growth rate of each market as follows:
- Japan: Customer base growth is forecast to favour from large existing customers base, along
with a sustainable growth number of new customers. However, for the fact that Japan’s IT
spending will decelerate in the coming years, we project that this market will witness a slower
CAGR 24.0% 2018A-2023F
- USA: Successful M&A deal with Intellinet does not only supply FPT its available customer base
but also improves FPT’s reputation. Furthermore, USA is currently the largest IT market in the
world with many potential high-valued contracts. We believe FPT can gain a foothold in this
market with a high CAGR of 37.8% over the next five years.
- EU: Although the number of clients in this market is the lowest among regions, FPT effectively
operates in EU when it usually engages in high-value contracts with reputed customers. We
believe this market offers the company bright development prospects to grow at CAGR 26.4%
2018A-2023F.
- APAC: As an emerging market with high customer base and fastest IT outsourcing growth,
APAC is forecast to experience a CAGR at 27.5% during the same period.

System Integration, Products & Solutions and IT Services (Domestic IT)
The growth rate of Products & Solutions and IT services is projected to be in line with industry
growth, at CAGR of 19.3% & 15.1% respectively during 2018A-2023F. This is because we
believe FPT as a leading IT provider in Vietnam would fully benefit from the development of
domestic IT. However, as company’s strategy shows that they will shift its sales by reducing
revenue of System Integration (hardware), we assume that this segment’s revenue will be nearly
flat, growing with CAGR of 1.5%. Simultaneously, there will be an enormous change in this
business line’s revenue structure (Figure 27).
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Source: Company data and team estimates

Figure 26: Revenue of Software outsourcing 
by region (VNDbn)

Source: Company data and team estimates

VALUATION

DCF P/E SOTP

Price (VND) 65,014 78,986

Weight 80% 20%

12-month 
Target Price VND67,800

Upside 20.0%

Recommendation BUY

Table 5: Target price

Source: Team estimates 
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Telecommunications sector
Telecom services
Assuming that FPT would remain their market share in fixed broadband in the maturity stage, we
used fixed broadband subscriptions growth rate as key revenue driver with a 4.7% CAGR during
2018A-2023F. We maintain double-digit growth rate of telecom services for enterprises segment
at a 12.8% CAGR over five-year forecast as we believe that FPT would strongly favor from
development of domestic DX as well as the enactment of cyber law. At the same time, Pay TV’s
revenue is projected to witness a 24.9% CAGR due to competitive advantage of FPT in applying
new technologies to their products as well as potential customers from fixed-line Internet.

Digital content
Using the projection of digital display (banners) spending as key revenue driver, we believe that
the growth rate of digital content’s revenue will be low at a CAGR of 5.6% during the forecast
period.

Education sector
We expect that education revenue will grow at a CAGR 24.9% 2018A-2023F thanks to a sharply
increasing number of students, which is backed by huge infrastructure investment in the existing
complexes expansion and new constructions. One ground that underpins our assumption is a great
surge of new enrollment during recent year with a CAGR of 37% 2016A-2018A.
Gross margin
We expect that gross margin will expand during the forecast period, primarily thanks to (1) an
improvement of software outsourcing’s margin by around 10 bps per year because of strong
growth of high value-added services such as DX and consulting services; (2) an increase in gross
margin of domestic and developing countries IT to 22.8% due to a contraction in hardware’s
proportion (Figure 28).
Capital Expenditure
Capex in the forecast period will be driven by the need to meet infrastructure requirements. By
2019F, telecommunications sector will account for the largest amount with VND3,004 bn to invest
in a marine cable system and data center. This amount is expected to be around VND2,000 bn
each year during 2020F-2023F, which is booked into Machinery & Equipment account (Figure
29), as a regular investment to enhance fixed-line broadband quality. At the same time, another
large budget would be allocated into the expansion of university campuses and office building,
whose CAPEX is forecast depending on estimated budget as well as critical paths and expected
completion time of each project.We expect that FPT will maintain their other Capex accounts at a
stable growth rate of 4.0% yoy 2018A-2021F in parallel with inflation rate.
WACC
We arrive at a WACC of 11.78% (Table 6) with the 5-year Vietnam Government Bond Yield of
3.15% being used as risk-free rate. The equity risk premium is defined to be 10.96% according to
Prof. Aswath Damodaran. We estimate beta coefficient by performing a linear regression of FPT’s
stock daily return on VNIndex daily return during the period of 21/10/2014 to 21/10/2019 and
then make a necessary adjustment. Cost of equity is calculated by using CAPM at 13.25%. To be
conservative, pre-tax cost of debt is projected to be 5.50%, equal to the ceiling interest rate that
most large banks apply on IT companies’ loans. The marginal tax rate is projected to be 16%.
Terminal growth rate
FCFF’s terminal growth of FPT should not exceed Vietnam’s long-term growth rate which falls
behind the global economy’s growth rate of 2.5%-3.0% of last 3 decades. On the other hand, the
widely-accepted terminal growth rate ranges from 2.0% to 4.0%. In order to stay conservative
with a good company like FPT, we use 2.0% as FPT’s perpetual growth rate and carry out
sensitivity analysis as below to assess the impact of this figure (Table 7).

SUM-OF-THE-PARTS METHOD
FPT’s corporate structure with three separate sectors prompts us to employ a Sum-of-the-Parts
approach. The trading multiples analysis is appropriate to value each sector of FPT due to the
comparable set of public competitors. Since there are no close peers for each division of FPT in
Vietnam, regional peers in the three industries were chosen for better comparison. The selected
competitors were deemed comparable on the basis of their business model and market
capitalization. We valued every single sector using the LTM P/E multiple as it is one of the most
widely used metrics in investors’ valuation.
We also dig deep into sub-sectors to allow a discount at varying levels due to the lack of absolute
character compatibility. In details:
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Figure 28: Gross margin 

Source: Company data and team estimates

Assumption Rate

Risk-free rate 3.15%

Equity risk premium 10.96%

Beta 0.95

Cost of equity 13.25%

Pre-tax cost of debt 5.50%

Marginal tax rate 16.00%

After-tax cost of debt 4.62%

WACC 11.78%
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Figure 29: Capex Plan (VNDbn)

Table 6: WACC

Source: Team estimates

x 9.78% 10.78% 11.78% 12.78% 13.78%
0.0% 68,319 60,524 54,065 48,628 43,990 
1.0% 76,025 66,652 59,032 52,718 47,402 
2.0% 85,714 74,176 65,014 57,566 51,394 
3.0% 98,262 83,636 72,360 63,406 56,127 
4.0% 115,157 95,889 81,596 70,578 61,828 

Table 7: Sensitivity analysis
WACC

Te
rm

in
al

 g
ro

w
th

 ra
te

Source: Team estimates



10

- Technology sector: We decide to assign 30% and 50% discount to Software Outsourcing and
domestic IT Services respectively. We believe that it would take FPT’s software outsourcing
segment a few more several years to keep pace with their main peers in a versatile way as China
and India have long been the dominant players in global outsourcing before. Meanwhile, 50%
discount to domestic IT is explained by (1) high proportion of low value-added products; (2) much
slower pace of revenue growth rate compared to software outsourcing segment.
- Telecommunications sector: We simultaneously assign 30% discount to both telecom services
and digital online. This discount to the peers is applied because FPT Telecom only operates in
fixed-line broadband. No discrepancy between these sub-sectors’ discount rate is because most of
our telecom peers include both segments in their business model and thus, we believe that it is not
necessary to make any adjustments here.
- Education sector: This sector obtains no discount owing to the fact that it offers full-level
system and is deemed as a fast-growing business, similar to the peers.
To sum up, the relative valuation of FPT arrives at an implied equity value of VND78,986

INVESTMENT RISK
Market risk | Foreign exchange risk (MR1)
With many cross-border transactions, FPT suffers from highly fluctuating exchange rates,
especially with system integration and software outsourcing. In software outsourcing’s business
line, high volume transactions with Japanese and US partners make it exposed to volatility in
USD/VND and JPY/VND rate. Despite trade war which exacerbates the situation, we expect FPT
to continue diversifying foreign income sources and implementing exchange rate hedging (e.g.
futures and options).
Industry risk | Competition risk (IR1)
Technology: As an absolute domestic market leader, FPT mainly faces the threat of foreign
competition from Indian, Chinese, Philippino and Malaysian rivals. Towards low value-added
services, FPT currently stands high chance of occupying the spare room left by Chinese and Indian
rivals when they change their focus to other segments. Also, with competitive advantage over cost
management, FPT is expected to still reap significant profit in this segment. Regarding DX
services, the excess market capacity, in addition to FPT’s inner efforts and M&A deals to gain
technical skill competence, enables it to counteract fierce competition.
Telecom: Despite no threat of new entrants, existing rivalry among FPT, Viettel and VNPT is
harsh. However, with service-oriented strategy, FPT can maintain its market share over years.
Industry risk | Technology risk (IR2)
FPT runs the risk of failure to keep up with technological advances. In the context of fourth
industry revolution, advanced digital services triumph traditional ones via their prevalence. Hence,
IT service providers are required to enhance technical capabilities to satisfy the new challenging
demand otherwise they would experience a loss in revenue and customers. We note that given its
investment in new technologies, proper employee training and acquisition of Intellinet, FPT has
enough resources for innovation.
Operational risk | Labor risk (OR1)
With high demand for technological development, FPT is exposed to software developers shortage
and increasing salary. Labor deficit presents itself as a significant hindrance to the company’s
performance because human is deemed the core elements of technology corporations. Vietnam
experiences rather high increase in basic salary at 7.2% and is forecast to lack 90,000 engineers in
2019. However, we believe that FPT can mitigate this risk by the stable workforce provided by
FPT University (30%-40% IT graduates) and its high retaining rate (90% compared to 83.2% of
peer average) with favorable employees policies such as offering the mortgage at preferential rate
and office perks.
Operational risk | Information security risk (OR2)
Information is of utmost importance to enterprises, especially with Technology-related ones where
customer data is highly confidential. As a large corporation with key Technology sector, FPT is
exposed to cyberattack, improper disclosure and information distortion. However, given its
increasing investment in information security systems and solutions, frequent update of security
standards and assignment of information security responsibility to organization members, FPT is
well prepared to prevent information safety violation.
Operational risk | Corporate governance risk (OR3)
With a current ageing board, FPT is experiencing an enthronement with the appointment of new
CEO - Mr. Nguyen Van Khoa, which might cause disruption in the alignment between the new
CEO and the board on the strategic imperatives going forward. We believe that FPT can mitigate
this threat, as Mr. Khoa has excelled in various FPT leadership roles that require frequent
interactions with board members. This proves himself capable with a tremendous understanding of
business operation and advanced technology in the innovation era during his 22-year tenure.
Financial risk | Capex risk (FR1)
Due to high regular investment in telecommunications for construction and maintenance, FPT
faces the risk of cash drainage, which sometimes leads to insolvency. We expect FPT to alleviate
this threat through a strong cash flow, healthy balance sheet and small amount of long-term debt.
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Figure 31: Risk mitigation

Source: Team Analysis
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Segment Target P/E

Software Outsourcing 19.6

Domestic IT 10.9

Telecom services 11.9

Digital content 11.9

Education 19.8

Source: Team estimates

Table 8: Target P/E
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APPENDIX A: FINANCIAL STATEMENTS

VNDbn 2014A 2015A 2016A 2017A 2018A 2019F 2020F 2021F 2022F 2023F
Technology 7,290 8,688 9,975 11,241 13,402 16,029 18,817 23,079 28,252 34,534
Software outsourcing 2,928 4,104 5,181 6,242 8,443 11,034 13,807 18,055 23,110 29,201
Japan 1,318 1,843 2,863 3,599 4,693 5,717 6,704 8,858 11,098 13,755
US 815 1,121 1,003 1,171 1,817 2,765 3,891 5,054 6,832 9,031
EU 421 656 681 631 779 1,002 1,340 1,706 2,097 2,519
APAC 374 484 634 841 1,154 1,550 1,871 2,436 3,082 3,896
Domestic IT 4,362 4,584 4,794 4,999 4,958 4,995 5,010 5,024 5,142 5,333
System Integration 2,919 2,599 2,822 2,922 3,088 2,779 2,390 1,960 1,568 1,176
Products and Solutions 656 1,098 1,093 994 961 1,160 1,404 1,658 1,961 2,325
IT services 786 887 880 1,083 909 1,055 1,216 1,407 1,613 1,833

Telecommunication 4,822 5,568 6,666 7,651 8,831 9,813 10,795 11,774 12,717 13,679
Telecom services 3,876 5,119 6,176 7,132 8,293 9,219 10,155 11,098 12,013 12,944
Broadband for individual 4,259 4,728 5,318 5,702 6,012 6,285 6,517 6,697
Telecom services for enterprise 1,706 1,995 2,311 2,654 3,022 3,410 3,814 4,228
IPTV 211 409 664 863 1,121 1,402 1,682 2,019

Digital content 946 449 490 520 538 594 639 677 704 735
Advertisement service 510 525 578 618 649 669 689
Other services 10 12 16 21 27 35 46

Education & Investment 775 900 1,750 1,388 1,375 1,788 2,324 2,905 3,486 4,183
Elimination (512) (404) (951) (518) (394) (461) (533) (631) (742) (875)
Total 12,375 14,751 17,440 19,761 23,214 27,168 31,402 37,127 43,713 51,522

VNDbn 2014A 2015A 2016A 2017A 2018A 2019F 2020F 2021F 2022F 2023F
Current assets
Cash and cash equivalents 4,336 3,585 6,013 3,481 3,926 2,401 3,035 4,768 7,721 12,090
Short term investment 1,428 2,617 3,472 4,379 5,569 5,569 5,569 5,569 5,569 5,569
Account receivables 3,920 4,477 4,814 5,038 5,562 6,509 7,523 8,895 10,473 12,344
Provision for Account receivables (243) (282) (143) (181) (265) (310) (358) (423) (498) (587)
Advance to suppliers 400 346 503 95 218 248 285 335 393 462
Inventories 4,652 5,332 4,617 1,024 1,401 1,615 1,852 2,176 2,552 3,000
Provision for Inventories (80) (64) (63) (4) (61) (70) (80) (94) (110) (130)
ST prepayment 593 830 701 760 962 1,126 1,302 1,539 1,812 2,136
Other current assets 1,703 2,118 1,995 1,466 1,093 1,280 1,479 1,749 2,059 2,426
Total current assets 16,709 18,959 21,909 16,060 18,406 18,368 20,607 24,514 29,970 37,310
Long term assets
Long term account receivables 318 349 381 232 110 128 149 176 207 244
Long term investment 810 728 826 1,783 2,202 2,202 2,202 2,202 2,202 2,202
Tangible Fixed Assets 2,998 3,971 4,131 4,585 5,207 8,061 9,287 10,353 13,093 13,421
Intangible Fixed Assets 302 319 456 658 1,304 1,283 1,254 1,217 1,171 1,117
Finance Lease Assets 1 2 2 4 3 2 2 1 1
Construction in progress 537 693 1,021 806 1,175 1,134 1,665 2,197 842 1,793

Revenue breakdown

VNDbn 2014A 2015A 2016A 2017A 2018A 2019F 2020F 2021F 2022F 2023F
Net Revenue 32,645 37,960 39,531 42,659 23,214 27,168 31,402 37,127 43,713 51,522
COGS 26,456 30,466 31,093 32,976 14,491 16,697 19,151 22,504 26,392 31,024

Gross profit 6,189 7,494 8,438 9,682 8,723 10,471 12,251 14,624 17,321 20,498
Selling expenses 1,618 2,227 2,638 3,075 2,048 2,391 2,763 3,267 3,847 4,534
G & A expenses 2,236 2,332 2,751 3,441 3,553 4,159 4,807 5,683 6,691 7,886

Operating profit 2,335 2,935 3,049 3,167 3,122 3,922 4,681 5,674 6,783 8,078
Financial income 368 453 575 1,583 600 562 538 718 1,043 1,533
Financial expense 354 620 694 601 361 532 605 707 831 979

Interest expense 166 263 374 369 238 389 439 510 600 707
Income from associates 41 34 35 71 439 457 475 494 514 534
Net other income 70 49 50 35 58 68 78 92 109 128
Earning before tax 2,459 2,851 3,014 4,255 3,858 4,476 5,167 6,271 7,618 9,294
Income tax paid 399 497 425 698 599 724 835 1,014 1,231 1,502
Deffered tax (19) (84) 13 29 24 - - - - -
Net income 2,079 2,438 2,576 3,528 3,234 3,753 4,332 5,257 6,386 7,792
Minority Interest 447 507 585 597 614 712 822 998 1,212 1,479
Net income attributable to 
Equity Shareholders 1,632 1,931 1,991 2,932 2,620 3,040 3,510 4,260 5,174 6,313

Appendix A-I Income statement

Appendix A-II Balance sheet
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Property investment - - - - - - - - - -
LT prepayment 519 809 1,017 811 987 1,155 1,335 1,579 1,859 2,191
Other long-term assets 465 217 89 60 363 425 491 581 684 806
Total long-term assets 5,949 7,087 7,925 8,940 11,351 14,391 16,385 18,305 20,058 21,775
TOTAL ASSETS 22,658 26,046 29,833 25,000 29,757 32,758 36,992 42,819 50,029 59,084
Current liabilities
Short term debt 6,722 8,191 9,207 4,117 6,599 7,300 8,454 10,010 11,797 13,913
Account payable 3,019 2,815 3,757 2,279 2,510 2,892 3,317 3,898 4,572 5,374
Tax payable 251 318 342 320 411 481 556 658 774 913
Bonus funds 209 309 319 314 453 636 846 1,102 1,412 1,791
Other current liabilities 2,769 3,334 3,804 4,070 4,478 5,181 5,955 7,010 8,230 9,682
Total current liabilities 12,970 14,968 17,430 11,100 14,451 16,491 19,129 22,678 26,785 31,673
Long term liabilties
Long term debt 142 614 733 565 367 117 77 38 - -
Other long term liabilities 288 281 223 96 164 189 217 255 299 351
Total long term liabiltities 431 896 956 661 531 306 294 293 299 351
TOTAL LIABILITIES 13,401 15,863 18,385 11,761 14,982 16,796 19,423 22,971 27,084 32,024
Shareholder equity
Owner investment capital 3,440 3,975 4,594 5,310 6,136 6,136 6,136 6,136 6,136 6,136
Share capital surplus 49 49 49 49 49 49 49 49 49 49
Other owner's capital - - 57 288 667 667 667 667 667 667
Difference in currency (13) (7) (6) 10 15 15 15 15 15 15
Retained earnings 4,268 4,395 4,614 5,511 5,293 6,419 7,956 10,150 13,143 17,132
Investment and development fund 79 79 127 171 223 284 354 439 543 669
Other funds 87 87 87 87 87 87 87 87 87 87
Other equity accounts 1,347 1,604 1,926 1,812 2,305 2,305 2,305 2,305 2,305 2,305
Treasury stock (1) (1) (1) (1) (1) (1) (1) (1) (1) (1)
TOTAL SHAREHOLDER EQUITY 9,258 10,182 11,448 13,238 14,775 15,962 17,569 19,848 22,944 27,060
Minority Interest 447 507 585 597 614 712 822 998 1,212 1,479
TOTAL LIABILITIES AND EQUITY 22,658 26,046 29,833 25,000 29,757 32,758 36,992 42,819 50,029 59,084

VNDbn 2016A 2017A 2018A 2019F 2020F 2021F 2022F 2023F
EBIT 3,049 3,167 3,122 3,922 4,681 5,674 6,783 8,078
Tax paid (414) (749) (533) (654) (760) (912) (1,115) (1,364)
EBIAT 2,634 2,418 2,589 3,268 3,921 4,761 5,668 6,714
Depreciation & Amortization 909 (32) 744 1,238 1,413 1,590 1,837 1,959
Change in provision (140) (22) 141 54 59 79 91 108
Cash Flow Before Change in WC 3,403 2,364 3,474 4,561 5,393 6,430 7,597 8,781
(Inc)/Dec in A/R (337) (225) (523) (948) (1,014) (1,372) (1,578) (1,871)
(Inc)/Dec in Inventory 715 3,593 (377) (213) (237) (324) (376) (448)
(Inc)/Dec in Other Current Assets 95 877 48 (380) (411) (558) (641) (761)
Inc/(Dec) in A/P 942 (1,478) 231 382 425 581 674 802
Inc/(Dec) in Other Current Liabilities 480 261 547 885 985 1,310 1,531 1,831
Change in Working Capital 1,897 3,027 (75) (273) (253) (362) (390) (446)
Other Incomes/(Losses) 50 35 58 68 78 92 109 128
Income/(Loss) from Investment Activities 290 1,422 916 875 847 1,016 1,325 1,795
Cash Flow From Operating Activities 5,639 6,849 4,373 5,230 6,065 7,176 8,641 10,258
Capital Expenditure (1,535) (410) (2,379) (4,029) (3,142) (3,149) (3,177) (3,185)
Including:  

Change in Tangible Fixed Assets (995) (328) (1,212) (3,938) (2,474) (2,477) (4,386) (2,083)
Change in Intangible Fixed Assets (211) (296) (798) (131) (135) (140) (145) (150)
Change in Finance Lease Assets (1) (1) (1) (1) (1) (1) (1) (1)
Change in Construction in Progress (328) 215 (369) 41 (531) (531) 1,355 (952)

Changes in ST-LT Financial Investments (953) (1,864) (1,608) - - - - -
Cash Flow from Investment Activities (2,488) (2,275) (3,988) (4,029) (3,142) (3,149) (3,177) (3,185)
Increase / (Pay-off) of ST loans 1,015 (5,090) 2,482 702 1,153 1,556 1,787 2,116
Increase / (Pay-off) of LT loans 118 (167) (198) (250) (40) (38) (38) -
Interest Payment (374) (369) (238) (389) (439) (510) (600) (707)
Changes in other LT assets & liabilities (172) 257 (288) (224) (238) (322) (370) (439)
Issuance of new shares 619 715 827 - - - - -
Stock Buyback - - - - - - - -
Dividend Payment (1,414) (1,414) (1,414) (1,534) (1,534) (1,534) (1,534) (1,534)
Other distribution from equity 70 (443) (496) (319) (369) (447) (543) (663)
Minority interest (585) (597) (614) (712) (822) (998) (1,212) (1,479)

Cash Flow from Financing Activities (722) (7,107) 60 (2,726) (2,288) (2,294) (2,511) (2,705)
NET CASH FLOW IN YEAR 2,429 (2,533) 445 (1,525) 635 1,733 2,953 4,368
Cash - Beginning 3,585 6,013 3,481 3,926 2,401 3,035 4,768 7,721
Cash - Ending 6,013 3,481 3,926 2,401 3,035 4,768 7,721 12,090

Appendix A-III Cash flow statement
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APPENDIX B BUSINESS OVERVIEW

Appendix B-I Technology sector

Sector Sub-sector Product and services Vertical Industry

Software 
outsourcing

Traditional 
services

Application Services, Business Applications, Digital Processing 
Service, Managed Services, Legacy, Migration, Testing, IC 
Design, Building Information Modeling, CAD/CAE, Embedded 
System

Automotive
Banking & Finance
Media & Entertainment
Healthcare
Logistics
Manufacturing

Digital 
transformation 
services

AI, Robotics Process Automation, AR/ VR, Blockchain, Cloud 
Professional Services, Data Analytics, Mobility, IoT, Advanced 
Analytics, Smart Factory, IoV/ Connected Vehicles, Digital Real 
Estate, Digital Healthcare
Products: Citus Cloud Suite, Akabot, AkaMind, Emobiz, 
AkaWork, AkaDoc.

Domestic 
IT segment

System 
Integration

Enterprise resource planning (ERP)
GIS

Industry solutions
Banking & finance
Public sector
Telecommunications
Healthcare
Transportation
Utilities
Other industries

Domestic 
Software and 
IT services

Cisco Hybrid IT Services
Add-on services: Datacenter, e-Services
Security Service: EagleEye

Sector Sub-sectors Type of services Product and services

Telecom 
services

Personal 
services

Internet FTTH Packages, ADSL Packages

FPT IPTV Basic Package, Advanced Package, TV Guide

Online services FPT Play, FPT Play Box, Fshare, Fsend, Startalk, Mix 166

Business services Internet Leased Line, FPT data center, FPT HI GIO Cloud, FPT VOIP,  Azure 
& Office 365, Video Conference & IP Camera, Wifi Solutions, Securities 

Digital 
content VN Express, Ngoisao.net, Ione, Vitalk, E-click

Sector Number of Schools

University and higher 
education

FPT University (4) , Greenwich FPT University (5) , SWINBURNE University of Technology (1) , 
FPT Polytechnic (6), FPT Aptech, FPT Arena (4) , FPT Jetking (2) , FPT BTEC (1), FPT Skilling (3), 
FPT Coking(2),   FPT school of Business and Technology (FSB) (4)

General Education FPT Primary and Secondary School (2), FPT High School (2)

8,443

4,958

Technology sector revenue 

Software outsourcing

System integration, Software Solutions, IT services

8,293

537

Telecommunications revenue

Telecommunication services Digital content

Appendix B-II Telecommunications sectors

Appendix B-III Education sector
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APPENDIX C. INDUSTRY OVERVIEW
Appendix C-I SWOT analysis

Strengths Weaknesses

• Supportive policy framework and adequate funding to promote the 
development of the IT sector.

• Vietnam's integration into the global trade network.
• The domestic IT market is in a rapid growth phase, with trade 

liberalization and growing affordability driving increased adoption 
among enterprises and consumers.

• Vietnam is an important global outsourcing destination, with its 
particular strength in the software development industry.

• Favorable demographics, with the population aged 15-64 being 
forecast to increase at an annual growth of 0.67% throughout 2019-
2030

• IT spending per capita of Vietnam is much lower 
than that of Thailand.

• The highly price-sensitive market puts pressure on 
vendor margins and leads to a preference for local 
low-cost solutions.

• High level of software piracy. 
• Cyber security measures adopted by the government 

have been pushed through via state security 
measures, implying potential human rights.

Opportunities Threats

• Cloud computing ‘s awareness has risen fast and adoption is expected to 
accelerate over the short-to-medium term, and cloud models could also 
make a contribution to reducing the incidences of pirated software.
• State agencies have been allowed to outsource IT services since 2015, 
which will continue to be a growth channel for vendors as the 
informatization of the public sector increases.
• Small- and medium-sized enterprises have the potential to increase their 
spending on basic solutions, including customer relationship management 
and security.
• The government's drive to create an IT services industry over the next 
15-20 years – including the National Technology Innovation Fund - is 
expected to accelerate the development of local enterprises.

• Vietnam's export industries and economic growth 
trajectory face the downside from global headwinds 
such as US-China trade tensions, Fed’s rising rates 
and a recession in China or the US.

• Cannibalization of the use case for tablets and low-
end notebooks by smartphones is lowering the long-
term potential of installed base in the PC market.

• Cybersecurity issues could undermine the 
confidence of the clients in IT solutions and 
services, with big data and cloud computing being 
vulnerable.

Strengths Weaknesses

• Highly competitive telecommunications sector dominated by the 
state.

• Fixed-line penetration and overall internet user rates are high in 
major urban centres such as Ho Chi Minh City, Hanoi, Danang 
and Haiphong.

• Dependency on prepaid services exerts strong pressures 
on average revenue per user levels.

• Digital divide: rural areas have little or no access to 
telecoms services despite advanced networks being
rolled out in larger cities.

Opportunities Threats

• Government approach to liberalise the telecoms industry could see 
the entrance of more foreign investors, although controlling stake 
may continue to be held by the state.

• Divestment of MobiFone from VNPT, and the duo's planned 
public offering should provide the impetus for operators to launch 
better quality services.

• Companies could heighten consumer interest by introducing 
bandwidth-intensive services, e.g IPTV, and target at businesses 
by offering bundled packages such as cloud solutions.

• Geographical challenges to network deployments; 
nearly one-third of Vietnam's villages lie in 
mountainous areas without an access to telecoms 
services.

• The emergence of next-generation mobile technologies, 
e.g LTE could cannibalise demand for fixed broadband 
solutions

Telecommunication sectors

Technology sectors

Appendix C-II  Porter’s five force analysis

Software outsourcing Low-value services Software outsourcing High-value services

15



Main 
categories Sub-categories Low value services Score High value services Score

Competitive
Rivalry 

Total rank High 4.1 High  4.4

Concentration
Intensive rivalry, over 1000 domestic 
companies and a large number from India, 
China, Philippines and so on.

5 Competitors from India, China, Philippines, 
Latin America, Western Europe 5

Size of competitors Domestic: mostly small scale
Foreign: big scale 3 A lot of tech-giants 5

Industry growth CAGR of 7.9% 2018-2022F 3 Dx spending:  CAGR of 18.5% 2018-2022F 4
Fixed cost Low with low-value services 4 Pretty high, high R&D investment 2
Product differentiation Little product differentiation 5 Little product differentiation 5

Diversity of competitors
High, from a lot of countries and regions such 
as India, China, Asian, Latin America and 
Western

5 High, from a lot of coutries and regions such as 
India, China, Asean, Latin America and Western 5

Strategic stakes Partnership is popular, high rate of re-signed 
contract 4 Partnership is popular, high rate of re-signed 

contract 4

Excess capacity Medium, favourable demographic fulfills 
workforce shortage 5 Medium, favorable demographic fulfills 

workforce shortage 5

Exit barriers Medium,  due to medium capital investment in 
fixed assets 3 High, due to high capital investment in Fixed 

assets 5

Threat of
new 

entrants

Total rank Moderate 3.6 Low 2.3

Scales economies Large companies have strong power to gain big 
contracts 3 Value-added services strengthen the power to 

gain contract 2

Product differentiation Little product differentiation 3 Little product differentiation 3
Switching costs High switching cost 2 High switching cost 2
Capital requirement Low,  a lot of small-scale companies 4 Pretty high, High R&D investment 1

Expertise requirements Low with low-value services 3 Pretty high with high-value services 1

Distribution channels Set the offices in export countries 4 Set the offices in export countries 3

Cost advantage Low labour and operating cost (25-30% than 
counterparts) 4 Low due to the priority of technical capability 2

Legal & regulatory 
barriers

Favorable policy from the government to 
establish tech fund and open the policy to FDI 5 Favourable policy from the government to 

establish tech fund and open the policy to FDI 4

Defense of market share Low, due to cost advantage and limited 
capacity 4 Medium, due to limited capacity 3

Bargaining
power of 

suppliers

Total rank Moderate 2.6 Moderate 3
Supplier concentration Concentrate on the same geography 4 Concentrate on the same geography 4

Product differentiation Mainly low level , lack of high-skill  
workforces 2 Lack of high-skill  workforces 4

Supplier 's input to 
buyer Low, depend on geography 2 Low, depend on geography 2

Dependence on the 
industry Depend on education level and demographic 3 Education focus on IT 3

Forward integration Establish an education system to control 
workforce 2 Established an education system  to control 

workforce 2

Bargaining
power of 

customers

Total rank High 4 Moderate 3.4
Buyer concentration Various regions (Japan, US, EU,..) 5 Various  regions (Japan, US,EU,…) 4
Product differentiation IT firms compete for similar project 3 IT firms compete for different projects 2
Buyer's profit margins High , price maker rather than price taker 4 Medium, negotiable price 3

Use of multiple sources Buyers have more than one sub-contractors 5 Buyers have more than one sub-contractors 4

Backward integration Shift from in-house staff to outsource to cut 
their cost 4 Shifft from in-house staff to outsource to cut 

their cost 4

Importance to buyer Loyalty is important, high rate of re-signed 
contract 3 Loyalty is important, high rate of re-signed 

contract 3

Buyer 's volume Large volume due to high demand for 
outsourcing from US, EU, Japan 4 Large volume due to high demand for 

outsourcing from US, EU, Japan 4

Threat of 
substitutes

Total rank Moderate 2.8 Moderate 3.3

Number of substitutes Large number of substitutes from foreign 
countries 4 Large number of substitutes from foreign 

countries 4

Relative price Vietnam has relative lower cost of 25-30% than 
India, China 2 Vietnam has relative lower cost of 25-30% than 

India, China 3

Relative quality Vietnam companies have relative lower quality 
than their counterparts. 2 Vietnam companies have relative lower quality 

than their counterparts. 3

Incentive to substitute Medium, depend on customer's requirement 3 Medium, depend on customer's requirement 3
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Categories Descriptions Rank

Competitive 
Rivalry

There are around three key players: VNPT, Viettel, 
FPT in fixed-broadband sector, leading to intensive 
competition
High existing barriers also intensify competition
Customer's low switching cost and price sensitivity 
are increasing competition among players

High

Threat of 
new entrants

Strict government regulations
Extremely high infrastructure front-up
Difficulty in achieving economies of scale

Low

Bargaining 
power of 
suppliers

High bargaining power of suppliers as there are just a 
few suppliers in the sector
High cost of switching suppliers

High

Bargaining 
power of 
customers

Low switching cost and the threats of mobile give 
customers high bargaining power
Customers prices are sensitive

High

Threat of 
substitutes

Hardly any threat of substitute products as there is no 
substitute available in the market, relatively low 
cannibalization between mobile and fixed broadband

Low

Telecommunications Porter’s five force analysis
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Appendix C-III Vietnam macroeconomics analysis

Source: BCG

Source: General statistics Office of Vietnam

493 490

525

495

Science Math

PISA score of student, 2018

International average Vietnam

The accompanying charts detail the population pyramid for 2018, the change in the structure of the population between 2018 and 2030 and 
the population aged 15-64 being forecast to increase at an annual growth of 0.67% throughout 2019-2030

Vietnam’s high-level economic growth leads to a marked rise in
the size of the middle and affluent class (MACs) which are set to
see solid growth of 5% CAGR 2017-2030F.

With the orientation to focus on natural science, Vietnam
education got higher score than the international average in Math
and science.

Source: PISA

Appendix C-IV Traditional and digital transformation services 

While traditional IT spending is forecast to broadly track GDP growth over the next decade, the overall industry will be catapulted back to
growth of more than 2 times of GDP as new technologies (DX) begin to account for a larger share of the market Traditional spending on
hardware, software, services and telecom is already a tale of two markets, with declining revenues from legacy categories because
businesses and consumers focus all of their ICT spending on a narrow selection of platforms. In the other hand, DX is set to drive a large
proportion of IT spending growth in the next 5-10 years, which will continue to ensure steady demand for advanced services.
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Appendix C-V  Target markets ’s demographic

Source: Statista Source: Statista 

Source: World Population Review 

Source: IDC, Gartners Source: IDC 
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Software with highest turnoverate

Digital transformation will be driven by the 3rd platforms: cloud, mobile, social and big data/analytics and new technologies. Cloud and
mobile do not only enable rapid deployment and connectivity but also cut the costs and complexity in legacy operations, which allows
businesses to focus on new digital innovation. As a new technology, the emergence of IoT is already contributing to overall market
growth, and within 5-10 years new technologies such as robotics, AR/VR and AI will also prevail to represent a significant and growing
share of total IT spending.

By 2022, APAC, EU and the US digital transformation spending is expected to reach USD712.4 bn, USD378.2 bn, USD300 bn
respectively. Especially, APAC continuously shows the fastest growth rate of 17.4% CAGR 2017A-2022F

Source: Linkedin Research 

Software Industry has high requirements in human resources, in
which age is one of top priorities. US, Japan and EU are facing the
challenges of demographics with old population which creates
opportunities for outsourcing vendors.

According to a survey of Linkedin, Software/ Technology
sectors had the most turnover with a 13.2% rate. This sectors
consistently saw the highest rate over the previous years.
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Vietnam ranked at the 5th position in the 2019
A.T. Kearney Global Services Location Index
for IT outsourcing in terms of financial
attractiveness, talent pool and business
environment. Besides, Vietnam outperforms
other countries with high score in operating cost,
price index and stable exchange rate volatility,
according to PwC Vietnam ranking.

Appendix C-VI Vietnam ranked on top five destination of outsourcing services worldwide

Appendix C-VIII Peer comparison

Infosys Zensar NiiT Sasken Tech Mahindra Wipro FPT
University contribution 0% 0% <10% 0% 0.30% 5% 30-40%

Attrition rate 20% 18.80% 12.24% 18% 20.80% 17.60% 10%
R&D 0.60% 0.05% n/a n/a 0.09% 0.67% 2.64%

% Digital to revenue 31.20% 44.70% 29% n/a n/a 35% 34%
Employees 4,414,790 10,000 10,263 1,677 87,080 175,690 16,000

Active Clients 1279 327 >80 n/a n/a 1179 650

> 1mn deals 2016 2017 2018
FPT 45 60 70

Zensar 75 85 80
NIIT tech 73 73 80
Infosys 598 662 634
Wipro 602 595 571
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Appendix C-VII Domestic IT services, software and hardware
The computer hardware segment is forecast to see a growth in 2019 after a multi-year contraction, but continue being the
underperforming category in the market because of the decrease in retail PC demand via cannibalization by smartphones. We forecast
the software and services segments will continue outperforming in 2019 as the private and public sectors continue modernizing,
which generates the demand for application and system software, systems integration, consulting, training and data hosting services.

FPT shows the fastest growth rate in terms of the number of deals
among their peers. The number of FPT clients in the Software
outsourcing segment (including USD 1 million, USD 5 million and
USD 10 million contracts) increased in comparison with 2017. Total
revenue of these clients contributed 80.1% to the software outsourcing
revenue (79.5% in 2017). Especially, for the first time, FPT has two
large contracts with of over USD 20 million in this segment.
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Appendix C-X  Software outsourcing value chain

FPT almost covers all parts of the value chain, which allows them the autonomy to conduct flexible strategies and reduces operating costs.
For ITO, FPT moved up value chain by (1) focusing on investments in R&D and continuously improving the capacity of the DX strategy
consultants (Intellinet) with a deep understanding of industries, business models, technological knowledge, (2) developing tools to bring
added value and specific benefits to the customer right from the first step of the digital transformation journey. For business operation,
FPT invests in Education which helps them control their input in the tight labour market landscape. FPT aims to become a digital
enterprise, operating based on near real-time data, with various innovations and applying the latest technologies e.g AI, Big data, RPA,
machine - people conversation (Chatbot), and Cloud Platform (Paas, Iaas, SaaS) in all activities.

FPT increases its coverage further down to the end of the telecom value chain by setting up an automatic payment system and offering
add-on services to enhance customers’ experience. In particular, this sector will continue to upgrade the optical infrastructure in the
remaining areas; expand the coverage area to develop new subscribers; promote the development of Pay TV; diversify new content and
services on a strong infrastructure; and bring new experiences to customers. The division will also invest in new services such as Data
Centre and Cloud computing services, etc. Back to the left, The Telecommunications sector also focuses on investment in infrastructure,
one submarine cable line and sinking backbone cable underground in the central region.

Appendix C-IX  Digital M&A overview
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1. Overview
Because revenue of software outsourcing come from 4 major markets which are: Japan, US, EU and APAC, we perform an in-depth
revenue analysis per market. We assume that revenue of software outsourcing in each market will be driven by two components which are
(1) number of customers and (2) revenue per customer. In other way, revenue of each market will be calculated through this formula:

Revenue software outsourcing = Number of customers x Revenue per customer  (1)

However, because FPT has five groups of customer categorized by revenue: < $1 mn, $1 mn - $5 mn, $5 mn - $10 mn, $10 mn - $20 mn
and > $20 mn with different number of clients and revenue per customer for each group. Therefore, the formula (1) is rewritten as follow:

Revenue software outsourcing = RevenueR<1 + Revenue1<R<5 + Revenue5<R<10 + Revenue10<R<20 + RevenueR>20          (2)

In which: RevenueR<1 is revenue of < $1 mn group

Revenue1<R<5 is revenue of $1 mn - $5 mn group

Revenue5<R<10 is  revenue of $5 mn - $10 mn group

Revenue10<R<20 is revenue of $10 mn - $20 mn group

RevenueR>20 is revenue of > $20 mn group

⟺ Revenue software outsourcing = ( NR<1 x RR<1 ) + ( N1<R<5 x R1<R<5 ) + ( N5<R<10 x R5<R<10 ) + ( N10<R<20 x R10<R<20 ) + ( NR>20 x RR>20 )     (3)

In which: NR<1 is the number of < $1 mn clients RR<1 is the revenue per customer of < $1 mn clients’ group

N1<R<5 is the number of  $1 mn - $5 mn clients R1<R<5 is the revenue per customer of $1 mn - $5 mn group

N5<R<10 is the number of $5 mn - $10 mn clients R5<R<10 is the revenue per customer of $5 mn - $10 mn group 

N10<R<20 is the number of $10 mn - $20 mn clients R10<R<20 is the revenue per customer of $10 mn - $20 mn group 

NR>20 is the number of > $20 mn clients RR>20 is the revenue per customer of > $20 mn group

Therefore, to forecast the growth of each market, we estimate the growth in customer numbers of each group. At the same time, revenue
per customer in each group will be forecast based on IT spending growth at that market. After that, the formula (3) is used to calculate this
market’s revenue. The total revenue of SO in all market will be the sum of revenue of each market as the following formula:

Total revenue software outsourcing = Revenue software outsourcing Japan + Revenue software outsourcing US + Revenue software outsourcing EU + Revenue software outsourcing APAC

3. Revenue forecast

a) Customer base growth
By proving (Appendix D-II), we found out that customer growth of each group is came from 2 sources:
• New customers: This type of customers mainly appears in groups of customers with revenue of < $1 mn. We use an addition rate to

forecast growth of these groups.
• Old customers who move to groups of higher revenue: Instead of spending a large amount of IT budget for an ITO company for

the first co-operation, customers tend to check providers’ credibility and quality via using some services before deciding to enter into
long-term co-operation with higher value spending. Therefore, almost all customer growths from the groups with high revenues
groups ($5 mn − $10 mn, $10 mn − $20 mn and > $20 mn) comes from the moving up of existing customers being in the lower and
adjacent groups. We forecast the growth of this type based on the conversion rate of existing customers calculated from historical
data, then adjusting to reflect market’s characteristics such as M&A deals, company’s reputation improved in that market, etc. The $1
mn - $5 mn clients growth is the mixture of old and new customers.

We forecast the number of customer growth of each group as follow:
Step 1: Determine the conversion rate and growth rate

Source: Annual report and team estimates
Conversion rate of an group is calculated by dividing the number of customers transferring from the lower group by the original number
of that group. As we can see from the table above:

Group Total customers in 2016 Old customers in 2017 Total customers in 2017

< $1 mn 373 346 490

$1 mn - $5 mn 17 44 50

$5 mn − $10 mn 7 5 5

$10 mn − $20 mn 3 5 5

> $20 mn 0 0 0

Total 400 400 550

APPENDIX D: VALUATION
Appendix D-I: Software outsourcing revenue forecast
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• The number of > $20 mn clients is 0 in 2017, which means that there is no increase, in other words, there are no customers moving
from $10 mn - $20 mn group to this group. Therefore, the conversion rate for this group is 0/0 = 0%

• The number of $10 mn − $20 mn clients is 5 = 3 – 0 + 2, increase by 2 customers jumping from $5 mn - $10 mn group while there
are no customers moving to >$20 mn group as mentioned above. The conversion rate for this group is 2/7 = 28.6%.

• The number of $5 mn - $10 mn clients is 5 = 7 – 2 + 0, decrease by 2 customers jumping to $10 mn - $20 mn group while there are no
customers moving from $1 mn - $5 mn group. The conversion rate for this group is 0/17 = 0%

• The number of $1 mn - $5 mn clients is 50, in which, the number of existing clients is 44 = 17 – 0 + 27, increase by 27 customers
from < $1 mn group while there are no customers jumping to $5 mn - $10 mn group. The conversion rate for this group is 27/372 =
7.2%

Growth rate of an group is calculated by dividing the number of new customer increase by its original number. As we mentioned above,
there are just 2 groups which have growth in new customer, which are < $1 mn and $1 mn - $5 mn groups. The growth rates of these
groups are determined as follows:
• The number of new customers in < $1 mn group is 144 = 490 – 346, therefore, the growth rate of this group is 144/371 = 38.6%
• The number of new customers un $1 mn - $5 mn is 6 = 50 – 44, therefore, the growth rate of this group is 6/17 = 35.3%.
We use the same way to estimate conversion rates and growth rates for each group in 2018. The table below shows our results:

We will use these conversion rates and growth rate as our benchmark to forecast the growth in customer number of each market. Taking
Japan as an example to forecast customer growth, we assume the conversion rates and growth rates of clients’ groups as follows:

Structure of customer in Japan shows that the conversion rate of $1 mn - $5 mn group is 1% in 2018, equaling that of all markets while
the average conversion rate of all market for this group is 4.1%. To be conservative, we use 1% as the conversion rate for this group
during 2018A-2023F.
- The conversion rate of $5 mn - $10 mn group is 3% in 2018. The value of this rate in all markets is 6% in 2018 with average value of
3%. Therefore, we decide to use 3% as conversion rate for this group over the five year forecast.
- The conversion rate of $10 mn - $20 mn group is 0% in both 2017 and 2018. However, with large existing customer base in Japan and
reputation improved year by year in this market, we believe that FPT is able to increase the number of clients in this group. We assume
the conversion rate for this group being 10%, which is discounted by more than 50% of average value of this rate in all markets.
- Although the conversion rate for >$20 mn group is 50% in 2018 while the average value of this rate for all markets is 20%, we believe
this rate is still too high since acquiring an customer with revenue of more than > $20 mn is an irregular and rare event. Therefore, with
extremely conservative, we use 10% as the conversion rate for this group during 2018A-2023F
- The growth rate of < $1 mn group in Japan was 11% in 2018 while that of all markets is 19.3%. We believe that the large size of this
group of more than 300 customers will drive this growth rate slower, at 10% according to our estimation.
- The growth rate of $1 mn - $5 mn group is 9% in 2018, quite similar to that of all market. To be conservative, we use 5% as growth rate
for this group during the forecast period.
Step 2: Using conversion rates and growth rates to forecast customer growth
Using the conversion rates and growth rates above, we calculate the number of clients in each group in Japan market as below:

Group
Conversion rate Growth rate

2017 2018 Average 2017 2018 Average

< $1 mn - - - 38.6% 19.3% 28.9%

$1 mn - $5 mn 7.2% 1% 4.1% 35.3% 10.0% 22.65%

$5 mn − $10 mn 0% 6% 3% - - -

$10 mn − $20 mn 28.6% 20.0% 24.3% - - -

> $20 mn 0% 40.0% 20.0% - - -

Group 2017A 2018A 2019F 2020F 2021F 2022F 2023F
Conversion rate
$1 mn - $5 mn - 1% 1% 1% 1% 1% 1%

$5 mn − $10 mn 0% 3% 3% 3% 3% 3% 3%
$10 mn − $20 mn 0% 0% 10% 10% 10% 10% 10%

> $20 mn 0% 50% 10% 10% 10% 10% 10%
Growth rate

< $1 mn 44% 11% 10% 10% 10% 10% 10%
$1 mn - $5 mn 111% 9% 5% 5% 5% 5% 5%

Group 2016A 2017A 2018A 2019F 2020F 2021F 2022F 2023F

< $1 mn 211 303 335 371 411 455 504 558

$1 mn - $5 mn 9 34 40 48 57 68 80 94

$5 mn − $10 mn 3 3 4 6 8 10 12 15

$10 mn − $20 mn 2 2 1 1 2 3 5 7

> $20 mn 0 0 1 1 1 1 1 1
Total 225 342 381 427 479 537 602 675
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We use the same method to estimate customer growth in USA, EU and APAC market:

b) Revenue per customer forecast:
IT spending is used to forecast growth of revenue per customer. This is because IT spending reflects the IT budget of customers, in other
words, an increase in IT spending will lead to an increase in all fields of IT budget, which includes ITO spending. As FPT is an ITO
provider, a increase in ITO spending of the customer will lead to a boost in revenue per customer.
Since IT spending growth is different among regions, we will estimate separately revenue per customer growth of each group in each
market. Our estimation is described via the below table:

Source: IDC and team estimates

c) Calculating revenue:
After having number of clients and revenue per client of each group in an market. We calculate revenue per market by using formula (3),
then taking the sum of them to get the total revenue of software outsourcing:

Group
USA EU APAC

2019 2020 2021 2022 2023 2019 2020 2021 2022 2023 2019 2020 2021 2022 2023

< $1 mn 134 161 186 205 226 46 51 57 63 70 113 132 154 180 210

$1 mn - $5 mn 19 28 36 45 55 5 7 9 11 13 8 11 14 17 21

$5 mn − $10 mn 2 4 6 8 11 1 2 3 4 5 2 2 3 4 5

$10 mn − $20 mn 1 1 1 2 3 1 1 1 1 1 1 1 1 1 1

> $20 mn 1 1 1 1 1 0 0 0 0 0 0 0 0 0 0

Total 157 195 230 261 296 53 61 70 79 89 124 146 172 202 237

Group
Japan USA EU APAC

2019 2020 2021 2022 2023 2019 2020 2021 2022 2023 2019 2020 2021 2022 2023 2019 2020 2021 2022 2023

< $1 mn 0.11 0.11 0.11 0.11 0.12 0.12 0.12 0.12 0.13 0.13 0.11 0.12 0.12 0.12 0.12 0.12 0.12 0.13 0.13 0.14

$1 mn - $5 mn 2.54 2.56 2.57 2.58 2.59 2.60 2.70 2.79 2.88 2.97 2.57 2.62 2.68 2.73 2.78 2.60 2.71 2.83 2.97 3.11

$5 mn − $10 mn 7.11 7.15 7.19 7.23 7.26 7.28 7.56 7.82 8.07 8.31 7.19 7.35 7.49 7.64 7.80 7.28 7.59 7.93 8.31 8.71

$10 mn − $20 mn 17.26 17.38 17.46 17.55 17.64 17.68 18.35 18.99 19.60 20.17 17.46 17.84 18.20 18.56 18.94 17.68 18.44 19.27 20.18 21.14

> $20 mn 20.30 20.44 20.54 20.65 20.75 20.80 21.59 22.35 23.06 23.73 20.54 20.99 21.41 21.84 22.28 20.80 21.69 22.67 23.74 24.88
IT spending 

growth 1.5% 0.7% 0.5% 0.5% 0.5% 4.0% 3.8% 3.5% 3.2% 2.9% 2.7% 2.2% 2.0% 2.0% 2.0% 4.0% 4.3% 4.5% 4.7% 4.8%

Market 2018A 2019 2020 2021 2022 2023

Japan 4,693 5,717 6,704 8,858 11,098 13,755

USA 1,817 2,765 3,891 5,054 6,832 9,031

EU 779 1,002 1,340 1,706 2,097 2,519

APAC 1,154 1,550 1,871 2,436 3,082 3,896

Total 8,443 11,034 13,807 18,055 23,110 29,201

Appendix D-II Historical data estimation and proving
1. Estimate historical data
For estimation of customer number growth and revenue per customer in the future, we calculated historical data and used it as a rationale
foundation. Because the company just disclosed the general customer base’s structure in all markets without detailed information in each
market, we must find out the structure of clients base of each market. Furthermore, while we know the range of revenue in each group, the
average revenue per customer in a group of clients is not showing. Therefore, the estimation of average revenue per customer in each group
is necessary.
1.Average revenue per customer of each group
We take 2016 as an example of how to calculate average revenue per customer of each group. Firstly, we use information provided by the
company in the annual report as follow:

Group Number of customer (N)

< $1 mn 373

$1 mn - $5 mn 17

$5 mn − $10 mn 7

$10 mn − $20 mn 3

> $20 mn 0

Total 400

Contribution Value ( USD mn )

Top 5 customers 29% 67.81

Top 10 customers 43% 100.55

Top 20 customers 61% 142.64

Top 30 customers 70% 163.69

All customers 100% 233.84

Table 2: Structure of customer base Table 2: Client metric
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By observing two tables above, we created equations as below:

0 x RR>20 + 3 x R10<R<20 + 2 x R5<R<10 = 67.81 (Top 5 customers account for 29% of total revenue)

0 x RR>20 + 3 x R10<R<20 + 7 x R5<R<10≈ 100.55 (Top 10 customers account for 43% of total revenue)

0 x RR>20 + 3 x R10<R<20 + 7 x R5<R<10 + 10 x R1<R<5 ≈ 142.64 (Top 20 customers account for 61% of total revenue)

0 x RR>20 + 3 x R10<R<20 + 7 x R5<R<10 + 17 x R1<R<5 + 3 x RR<1 ≈ 163.69 (Top 30 customers account for 70% of total revenue)

0 x RR>20 + 3 x R10<R<20 + 7 x R5<R<10 + 17 x R1<R<5 + 373 x RR<1 = 233.84 (All customers account for 100% of total revenue)

Using trial and error method to solve these equations above, we found solutions as follow:

2. Proving
We want to prove that while new customers are key drivers in group of customers with revenue of < $1 mn and $1 mn - $5 mn, the
remaining of growth in customer comes mainly coming from existing customer conversion in the other groups.
Firstly, we have the number of customer from each group taken from annual reports, in addition with average revenue per customer of
each group calculated in the previous part as follows:

Average revenue per customer in 2016

RR<1 R1<R<5 R5<R<10 R10<R<20 RR>20 

0.24 2.50 7.00 17.00 20.00

• We used the same method to calculate revenue per customer of
each group in 2017 and 2018.
• To simplify, we assume that revenue per customer of each
group will be similar among different markets.

b) Structure of customer in different markets:
After having revenue per customer in each group of customers, we
estimate structure of customer in different markets. As FPT shows us
their big clients in each region (Map), our task is allocating the other
clients into the right markets to make sure revenue calculated from the
customer base of an market is equal to this market’s revenue.
Here is the customers’ structure in 2016 of FPT categorized by market:

Map: Big clients of FPT

Group Japan US EU APAC

< $1 mn 211 56 38 68

$1 mn - $5 mn 9 3 3 2

$5 mn − $10 mn 3 1 2 1

$10 mn − $20 mn 2 1 0 0

> $20 mn 0 0 0 0

Total 225 61 43 71

We called existing customers of group having revenue of less than < $1 mn NOR<1. Similarly, we have NO1<R<5, NO5<R<10, NO10<R<20,
NOR>20 corresponding to the number of customers of other groups. To simplify, we assumed that the customers in 2017 continuously
used the ITO services of FPT in 2018. In other words, the total number of old customer is described through this first equation:

NOR<1 + NOR>1 + NO1<R<5 + NO5<R<10 + NO10<R<20 =550 (1)

Group Number of customer 2017 Number of customer 2018 Average revenue per 
customer (USD mn)

(A) (B) (C) (D)

< $1 mn 490 580 0.11

$1 mn – $5 mn 50 57 2.5

$5 mn - $10 mn 5 7 7.00

$10 mn - $20 mn 5 4 17.00

> $20 mn 0 2 20.00

Total 550 650

Total revenue 2018 (∑𝑪 𝒙 𝑫) 363.942

Table 1: Existing customers in 2017
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Furthermore, as the annual report shows that ~94% of revenue came from old customers, we have the second equation:

(NOR<1 x 0.03)9(NO1<R<5: 2.50) + (NO5<R<10 x 7.00) + (N10<R<20 x 17.00) + (NR>20 x 20.00)
;<;.> =  94%      (2)

By using trial and error method, we solved two equations above to gain the value of each variable as Table 3 shows:

The table shows that customers in group having revenue of $5 mn - $10 mn, $10 mn - $20mn and >$20 mn in 2018 were totally existing
customers while number of customers increasing in the < $1 mn groups were new customers only. The customer growth in group with
revenue of more than USD1 mn is the mixture of existing customers conversion and new customers.
Using the same method for year 2017, the total of existing customers were 400 with their contribution in total revenue of 91.2%. We
receive the same conclusion as 2018. The detailed result is showed in Table 1.

Variable Value Total customer 2018

NOR<1 485 580

NO1<R<5 52 57

NO5<R<10 7 7

NO10<R<20 4 4

NOR>20 2 2

Total 550 650

Variable Value Total customer 2017

NOR<1 346 490

NO1<R<5 44 50

NO5<R<10 5 5

NO10<R<20 5 5

NOR>20 0 0

Total 400 550

Table 1: Old customers in 2017 Table 3 : Old customers in 2018

Appendix D-III DCF Valuation

VNDmn 2019F 2020F 2021F 2022F 2023F
EBIT 4,009,181 4,863,106 5,918,976 7,037,724 8,412,572
Tax Paid 648,109 786,151 956,839 1,137,692 1,359,945
Depreciation & Amortization Expense 1,236,709 1,412,226 1,588,583 1,836,310 1,958,124
Change in Net Working Capital 328,940 308,026 394,963 389,715 492,643
Capital Expenditure 4,028,766 3,141,664 3,149,026 3,176,812 3,184,698
Free Cash Flow to Firm (FCFF) 240,076 2,039,491 3,006,731 4,169,816 5,333,410
Discount Period 0.17 1.17 2.17 3.17 4.17
Discount Factor 0.98 0.91 0.87 0.84 0.82 
Present Value of FCFF 235,582 1,855,092 2,610,589 3,500,682 4,361,045
Cumulative present value of FCFF 12,562,989
Present value of Terminal Value 35,463,216
Enterprise value 48,026,205
Less: Total debt
Plus: Cash and cash equivalents
Less: Minority interest
Plus: FTG, FRT and TPB stakes (*) 3,385,583
Equity value
Number of share
Price per share (VND)

Source: Company data and team estimates
(*) Value of associate investments are added back to calculate equity value as they are considered as cash. To be conservative, we plus 
FTG, FRT and TPB stakes which are high liquidity stocks instead of all associate investments. The value being used is market value, the 
detailed calculation is shown as the table below:

VNDmn
Number of shares 

FPT owns
Current price 

(21/10/2019) Value
FTG - - 836,252

FRT 31,960,000 44,000 1,406,240

TPB 50,691,427 22,550 1,143,092

Total 3,385,583

Source: Team estimates

Appendix D-IV Cost of equity
Risk-free rate: Based on 5-year Vietnam Government bonds, we come up with
an applicable risk-free rate for FPT with a yield of 3.15% on 18/10/2019.
Beta:
Market risk premium: We use the market risk premium of 10.96%. This figure
is taken from Damodaran research updated January 2019 version.
Beta: We estimate beta coefficient by performing a linear regression of FPT’s 
stock daily/weekly return on VNIndex daily/weekly return during the period of 
20/10/2014 to 20/10/2019 and then make a necessary adjustment. To be 
conservative, we choose the beta with a higher value of 0.95.

Daily Weekly

Beta 0.92 0.88

Adjusted Beta 0.95 0.92

Source: Company data and Bloomberg
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Appendix D-V Sum of the parts – Multiple Valuation

FPT’s peers universe

No Company Names (USD mn) Ticker Mkt Cap TTM net sale TTM NPAT ROE % ROA % TTM P/E LTM P/B

Technology
1 NIIT Technologies Limited NITEC IN 1,243.5 540.8 57.7 20.4% 14.4% 21.7x 4.1x 
2 Sasken Technologies Limited SASKEN IN 142.8 72.1 12.9 13.7% 11.8% 22.5x 1.5x 
3 WIPRO Limited WPRO IN 19,467.0 8,412.1 1,288.0 17.0% 11.3% 15.8x 2.5x 
4 Neusoft Corporation 600718 CH 1,935.4 1,071.7 16.7 0.2% 0.2% 581.5x 1.6x 
5 Infosys Limited INFO IN 45,756.7 12,376.0 2,230.8 24.7% 18.6% 21.4x 5.4x 
6 Zensar Technologies Limited ZENT IN 661.3 567.4 44.9 17.4% 11.6% 3.0x 2.4x 
7 Tech Manhindra Limited TECHM IN 9,722.0 4,979.9 614.8 21.1% 13.4% 14.6x 3.3x 
8 Shenzhen Das Intellitech Co. 002421 CH 1,003.0 352.1 32.8 6.7% 3.4% 32.8x 2.1x 
9 Shenzen Ysstech Info-tech 300377 CH 1,235.9 100.9 26.9 6.8% 5.9% 47.9x 3.2x 

Median 21.7x

Telecommunications
1 True Corporation Public Company Limited TRUE TB 5,766.4 4,151.4 217.8 0.0% 0.0% 66,455.7x 1.4x
2 Jasmine International public company limited JAS TB 1,747.0 558.7 152.1 19.3% 6.2% 17.0x 2.9x
3 TIME dotCom Berhad TDC MK 1,249.2 249.0 70.9 12.2% 9.5% 16.8x 2.09x
5 Tata communications TATACOMM 1,424.1 2,364.2 (11.8) 0% 0% 24.0x -

6 PT link net tbk LINK IJ 873.9 261.94 54.63 17% 13% 16.0x 2.7x

7 Dialog Axiata Plc DIAL SE 537.8 630.7 47.82 12.8% 5.25% 10.2x 1.39x
Median 16.9x

Education 
1 China distance Education CDEDLZ HK 214.7 196.8 17.2 33.68% 5.77% 12.2x 3.37x
2 Tal education TAL US 22,557.0 2,715.1 367.2 13.5% 6.6% 77.6x 8.9x
3 Hailiang Education HLG US 1,700.2 219.6 43.0 19.7% 13.4% 12.3x 7.3x
4 Bright Scholar Education BEDU US 1171.4 330.1 37.9 10.9% 7.0% 26.5x 3.0x
5 Onesmart Education  ONE US 1,127.0 439.5 37.8 43.09% 7.5% 19.8x 7.97x

Median 19.8x

Software
outsourcing

Domest ic IT Telecom
servi ces

Digita l
content

Educat ion FRT, FT G
and T PB

sta kes

Ca sh FPT Equity
value

Sum of the parts results (VNDmn) 

APPENDIX E CORPORATE GOVERNANCE

Composition and Structure of Level 1- OECD
Level 1 comprises descriptors or items that are, in essence,
indicative of (i) the laws, rules, regulation; and (ii) basic
expectations of the OECD principles. For each principle, we
assess as follows:
- Observed (O) means that all essential criteria are met without
significant deficiencies. (Equivalent to 2 marks)
- Largely observed (LO) means only minor shortcomings are
observed, which do not raise questions about the authorities’ ability
and intent to achieve full observance in the short term. (Equivalent
to 1.5 marks)
- Partially observed (PO) means that while the legal and regulatory
framework complies with the Principle, practices and enforcement
diverge. (Equivalent to 1 marks)
- Materially not observed (MO) means that, despite progress,
shortcomings are sufficient to raise doubts about the authorities’
ability to achieve observance. (Equivalent to 0.5 marks)
- Not observed (NO) means no substantive progress toward 
observance has been achieved. (Equivalent to 0 marks)

Criteria Weight 
(%)

The rights of shareholders 15

Equitable treatment of shareholders 20

Role of stakeholders in corporate 
governance 5

Disclosure and transparency 30

The responsibilities of the board 30

Appendix E-I Corporate Governance assessment

No Segment LTM NPAT Median Discount Targe P/E Ownership Target equity 
value

1 Software outsourcing 1,485,900 21.7 10% 19.6 100% 29,059,746
2 Domestic and developing countries IT 184,953 21.7 50% 10.9 100% 2,009,516
3 Telecom services 1,057,420 17.0 30% 11.9 46% 5,795,127
4 Digital content 254,591 17.0 30% 11.9 49% 1,486,268
5 Education 169,173 19.8 0% 19.8 100% 3,351,324
6 FRT, FTG and TPB stakes 3,685,617
7 Cash and Cash equivalent 3,081,007

Total equity value 48,468,606
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O LO PO MO NO Comment for VN PLCs in 
2008 (X) Comment for FPT (Y)

2 1.5 1 0.5 0
The Rights of Shareholders and Key Ownership Functions (Score: 7/14 => 7.50%/Total CG Score)

IA Basic shareholder rights X, Y Basic rights in place Basic rights in place

IB Rights to participate in fundamental 
decisions Y X Fundamental decisions made 

with 65% majority

Fundamental decisions of the company made
with 65% majority

A shareholder or a group of shareholders
holding 5% of the total ordinary shares for a
consecutive period of six (06) months or more
shall: nominate candidates to the Board of
Directors and the Board of Supervisors,
request the Board of Directors for convention
of GM, the Board of Supervisors to inspect
each issue relating to the management and
administration of operation

IC Shareholders AGM rights Y X Advance notice period of 7 
days

Exercise the right to vote directly or through
an authorized representative or to make a
remote vote
A notice of a General Meeting of Shareholders
shall be sent at least fifteen (15) days prior to
the date of the General Meeting of
Shareholders

ID Disproportionate control disclosure X, Y Ownership disclosure 
required

Ownership disclosure required in compliance
with the law

IE Control arrangements allowed to 
function X, Y Mandatory tender offer rule 

at 25% No requirement stated

IF Exercise of ownership rights facilitated X, Y No requirements in place No requirements in place

IG Shareholders allowed to consult each 
other X,Y No legal obstacles to 

consultation
Stated in the rights of shareholders, no legal
obstacles to consultation

The Equitable Treatment of Shareholders (Score: 4/6 => 13.33%/Total CG Score)

IIA All shareholders should be treated 
equally Y X

Limited protection of 
minority shareholders, limited 
redress

Article 3 FPT's CG stated specific provision to
protect minority shareholders

IIB Prohibit insider trading Y X Weak insider trading rules, no 
enforcement

Follow the 121 Circular
Article 37 FPT's CG; Articles 38 and 39
Charter clearly regulate that the members of
the BOD must be responsible for being
prudent, honest and avoiding conflicts of
interests in the best interests of shareholders
and the Corporation.
At the same time, the Board members must
exercise their rights, obligations and
responsibilities in accordance with the
Enterprise Law, the Company's Charter,
CorporateGovernance Regulations and other
internal regulations.

IIC Board/managers disclose interests Y X Prevalent related-party 
transactions

Article 39 FPT's Charter; Transactions related
to the interests of members of the BOD are
detailed in the Company Charter and
information is periodically published in the
Corporate Governance Report for six months
and the whole year.
Board of Directors, Board of Supervisors,
Director (General Director) and other
managers have to make public their related
interests as regulated in Article 159 of the
Laws on Enterprises and other Laws

The Role of Stakeholders in Corporate Governance (Score: 5.5/12 => 2.29%/Total CG Score)

IIIA Legal rights of stakeholders respected Y X Limited awareness of corporate 
social responsibility

VND 33 billion for social responsibility
activities. 83% spent on investment in
education and
the younger generation.
FPT highly aware the importance of CSR,
announced in the Annual Report
Continuously find strategy to commit
sustainable development

IIIB Stakeholder redress X,Y Access by stakeholders to legal 
process Update 121 Circular
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IIIC Performance-enhancing 
mechanisms Y X Practice becoming more 

common

FPT’s annual report 2018; Article 42 FPT's Charter
about Employees and Trade Union
Preference share for employees
Compensation and other personnel policies.
Building competitive compensation policies to
retain and develop staff to meet business
growth targets as No-ceiling Income policy,
support to employees for accommodation
purchase.

IIID Stakeholder disclosure X,Y Limited access by stakeholders, 
low compliance In compliance with the law

IIIE Whistleblower protection X,Y Limited whistleblower 
protection Supervisory board and Legal department

IIIF Creditor rights law and 
enforcement X,Y Weak legal rights, creditors 

rarely use their rights

No specific provisions for the legal rights of
creditors
Insolent Trading Law

Disclosure and Transparency (Score: 8.5/12 => 21.25%/Total CG Score)

IVA Disclosure standards Y X Weak disclosure requirements 
and enforcement

FPT's Investor Relations Department (IR) provides
complete, accurate and timely information to
investors.
Article 56 FPT's CG; Article 51 52 FPT's Charter
Strict compliance with the disclosure requirement
SSC, Hanoi stock exchange and SBV is ensured by
executives and board
Update circular 121

IVB Standards of accounting and 
audit Y X Improving and accounting 

standards and compliance

Article 53 FPT's Charter states the appointment of
independent auditing company and their onus
Full complied with the current accounting
standards and accounting regime for Vietnamese
enterprises (Circular 200)
Accounting standard is conforming to VAS and
aiming to IFRS
The full and timely disclosure of ACB’s quarterly,
semiannual and annual financial report
Within 24 hours from the end of a General
Meetings of Shareholders, its minutes and
resolutions shall be posted on the Corporation’s
website www.fpt.com.vn and sent to the State
Securities Commission, Ho Chi Minh Stock
Exchange to disclose information in accordance
with application legal regulations.

IVC Independent audit annually Y X VSA compatible to ISA

VSA compatible ISA
Choose an annual independent auditor to perform
auditing
Deloitte Vietnam is appointed in 2018 to audit
FPT’s financial statement

IVD External auditors should be 
accountable Y X Limited accountability, no 

lawsuits
Deloitte is a well-known independent auditor with
high accountability

IVE Fair and timely dissemination X,Y Few information channels 
available

Mass media public adequate and timely disclosure
about FPT
Besides the direct communication and dialogue
channel, FPT issued full disclosure and
update on its website: https://fpt.com.vn

IVF Research conflicts of interests Y X No specific provisions

In the event of a conflict of interest, a member
shall promptly notify other members in writing of
the conflict. In these Regulations, “related
persons” are individuals and organizations defined
in Clause 17 Article 4 of the Enterprises Law,
Clause 34 Article 6 of Securities Law
Article 39 FPT's Charter: Responsibility to be
honest and avoidance of conflicts of interest Board
of Directors, Board of Supervisors, Chief
Executive Officer and other Managers
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The Responsibilities of the Board (Score: 8/12 => 20.00%/Total CG Score)

VA Act with due diligence, care Y X Fiduciary duties provided in 
law

Article 38,39,40 FPT's Charter
Fully performing interests and benefits of 
shareholder: holding ASM, payment of dividends 
and the right to provide information in accordance 
with the regulations.
Fiduciary duties provided in law

VB Treat all shareholders fairly Y X Weak compliance Article 11 FPT's Charter; Article 3 FPT's CG
Fitted with the law and the Code

VC Apply high ethical standards Y X Code of ethics not common Review code of ethics every year based on the 
regulation and corporate governance

VD Fulfill certain key functions Y X Directors' training in early 
stage

Article 40 FPT's CG describes Functions, tasks and 
powers of the Executive committee; The BOD 
consists of 03 committees.
Top 10 best annual reports, Top 5 Best Corporate 
Governance Reports.

VE Exercise objective judgment Y X Directors' independence a new 
concept

Follow the requirements of the latest Circular
Directors’ independence: non-executive and 
independent members account for the majority part 
of BOD (5/7)

VF Provide access to information Y X Legal access available to 
board members

Article 26 FPT's Charter: Rights of Board members
Legal access in compliance with law

Level 1 FPT Score: 64.37%, classified as “Good”

Average Score Evaluation
Below 50% Needs improvement

Between 50% and 64% Fair
Between 60% and 74% Good

75% and above Excellent

Total score: 69.37%

Composition and Structure of Level 2
Level 2 consists of (i) bonus items reflecting other emerging good practices, and 
(ii) minus items reflecting actions and events that are indicative of poor 
governance, designed to downgrade companies with poor corporate governance 
practices that are not reflected in their scores for level 1.

Level 2 Maximum Score FPT Score
Bonus 28 12
Minus -50 -7

Score bonus: 5
Some good practice in which bonus scores are awarded include (1) Disclose 
detailed remuneration policies of the Board, (2) Use modern IT in General 
Meetings of Shareholders such as remote voting and , voting through online 
General Meetings of Shareholders in the permitted technical conditions.

Achievement Issue for improvement
Internal governance structures of a listed company

Comply to the Law of Enterprises and Circular 121 Improve the independence of the board 
Encourage the directors and Board members to own corporate governance 
certificates Improve enforcement of regulatory compliance

Lack board member appointment criteria and a clear diversity policy
Shareholders' and Stakeholders' Rights

The Corporation has its own department that is responsible for the disclosed 
information of and investor relations. In 2018, the Corporation held three 
periodic meetings with investors in Hanoi and HCMC through video 
conferencing.

Article in CG for the whistle-blower policy.

Disclose employee’s training, stakeholders' rights and CSR Article for protecting minority shareholders' interests
Foreign shareholders’ participation in fundamental decision is encouraged Article for creditors' rights protection
There is policy for conducting of related party transactions. Detail rights is not included in Charter

Conflict of interest and related party transaction

Equitable treatment of shareholders Specific measure for solving interest conflicts between minority
shareholders and large shareholders.

Ensure that all the related party transactions are recorded and disclosed Lacking detail policy regarding conflict of interest
Information disclosure and transparency

Separate Aritcle in CG about Report and Information Disclosure Limited information on audit and nonaudit fees
Companies has IR Department, reveals the identity of major
shareholders/Board/Key Executives, discloses financial performance indicators Continuing to ensure implementation of recent legislative changes

GMS minutes are available, confirm the detailed attendance of board members
and key executives.

Websites have up-to-date information about the operations, financial statements,
allow the public to download

Select independent auditor
Profile and qualifications of supervisory committee members are disclosed
Update information in English, from the Financial Statement, Company news to
stimultaneous interpretation in AGM

Company Management Regulations
Boards approve vision and mission, then adjust in accordance with the Charter Directors need to review material control and risk management systems
Board and Supervisory Committee function is clearly assigned and stated in 
Charter

Formal IR procedures should be more effectively codified in unanticipated 
circumstances

Board responsibilities and board decisions are clearly defined Lack of information about succession planning
Board members’ meeting attendances recorded 100% in AGM
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Position Name Education and Experience
BOARD OF DIRECTORS

Chairman Truong Gia Binh

Doctor, Lomonosov Moscow State University, Russia.
Associate Professor (awarded by US)
Nikkei Asia Award by the Nikkei Group, Japan
Chairman of Vietnam Software and IT Services Association (VINASA)
One of FPT's founders
30 years of experience in IT

Vice Chairman Bui Quang Ngoc

Doctor, University of Grenoble, France
Top 10 chief information officers(CIO), Indochina, 2005.
30 years of working experience in IT
Former Chief Executive Officer of FPT (2012– March 2019)

Member Do Cao Bao

Bachelor Degree in Mathematics of Control, MilitaryTechnical Academy, 
Vietnam
30 years of experience in IT, a software expert in Vietnam.
Executive Vice President of FPT (2016 – March 2019)
Vice Chairman of Vietnam Informatics Association.

Non-executive member Le Song Lai

MA in Law, Hanoi National University in 1998, Cambridge University, UK in 
1999.
Significant experience in finance and investment at many state-owned 
enterprises
Deputy General Director, the State Capital and Investment Corporation (SCIC)
Chairman of the BOD, Bao Minh Joint Stock Corporation
Chairman of the BOD, Vietnam National Reinsurance Joint Stock Corporation
Chairman of the Members’ Council of State Capital Investment Corporation
Chairman of the Members’ Council of Trang Tien Plaza Co, Ltd

Independent member Tomokazu Hamaguchi

Bachelor of Electrical Engineering, Kyoto University, Japan
41 years of experience in IT and many years at multinational corporations
Member of the BOD of East Japan Railway, the largest of the seven Japan 
Railways Group companies
Member of the BOD of Kuraray, a Japanese manufacturer of chemicals, fibers 
and other materials

Independent member Jean-Charles Belliol

MBA, the École Supérieure de Commerce de Reims, France.
27 years of experience in corporate finance, technical finance and project 
finance
The Commercial counsellor for the French Embassy in Vietnam
Director of Business Development & Investor Relations of FIT Group JSC.

Independent member Dan E Khoo

Doctor, Hull University, UK
26 years of experience in IT
a top leader in many prestigious technology organisations
Chairman Emeritus of the World Information Technology and Services Alliance 
(WITSA);
Chairman of Malaysia Digital Economic Corporation (MEDC) Americas (based 
inSilicon Valley)

BOARD OF MANAGEMENT

Chief Executive Officer Nguyen Van Khoa

Bachelor, National Economics University
22 years of experience in developing telecommunications services
Appointed as FPT CEO since 3/2019
Working for FPT since 1997
Former CEO FPT Telecom, 2012; CEO of FPT IS
Managing Director of FPT Corporation’s branch in HCMC

Executive Vice President/ 
CFO Nguyen The Phuong

Bachelor, Foreign Trade University
18 years of experience in finance
Appointed as FPT CFO 10/2010

Executive Vice President/ 
CEO FPT Hoang Viet Anh

Bachelor, Hanoi University of Science and Technology
25 years of experience in software outsourcing
Former CEO FPT Software, 2018
Joined FPT in 1993

Appendix E-II Board of Directors and Board of Management
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Disclosures:
Ownership and material conflicts of interest:
The author(s), or a member of their household, of this report does not hold a financial interest in the securities of this 
company.
The author(s), or a member of their household, of this report does not know of the existence of any conflicts of interest that 
might bias the content or publication of this report. 
Receipt of compensation:
Compensation of the author(s) of this report is not based on investment banking revenue.
Position as a officer or director:
The author(s), or a member of their household, does not serve as an officer, director or advisory board member of the 
subject company.
Market making:
The author(s) does not act as a market maker in the subject company’s securities.
Disclaimer:
The information set forth herein has been obtained or derived from sources generally available to the public and believed by 
the author(s) to be reliable, but the author(s) does not make any representation or warranty, express or implied, as to its 
accuracy or completeness. The information is not intended to be used as the basis of any investment decisions by any 
person or entity. This information does not constitute investment advice, nor is it an offer or a solicitation of an offer to buy or 
sell any security. This report should not be considered to be a recommendation by any individual affiliated with Vietnam 
Organizer Team, CFA Institute or the CFA Institute Research Challenge with regard to this company’s stock.

CFA Institute Research Challenge


