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Vinh Hoan Corp (VHC)

October exports remain on track

Continued positive October sales growth amid recovering ASPs

— Total October revenue increased by 11% YoY to VND735 billion largely due to the ongoing
recovery in ASPs with pangasius sales up 9% YoY to VND538 billion. Export prices for frozen
pangasius fillets across Vietnam’s industry reached 2.65-2.70 USD per kg in October from
the depressed USD2.20 per kg levels seen in 1Q and 2Q. Sales from wellness products
(collagen & gelatin) were back on track at VND46 billion or up 44% YoY after last month’s
decrease of 26% YoY ahead of mid-October’s partial lockdowns across the EU. That said,
feed sales still remain weak at VND28 billion or down 41% YoY but we expect higher new
crop demand in coming months when farm-gate prices for mature pangasius recover
further. Currently, farm-gate prices have risen to VND22,000 per kg from 3Q’s VND18,000

per kg.

Recovery across most markets, albeit exports dragged down by the EU

— On a sequential basis, VHC’s revenue increased by 33% MoM with positive growth in most
markets. Sales to the company’s most important US market increased by 27% MoM to
VND242 billion and remained flat compared to last year. Demand recovery from the China
market continued to post strong sales growth of 53% MoM and 33% YoY to VND210 billion.
EU export sales were up 3% MoM to VND70 billion but still down 11% YoY due to the EU’s
partial lockdowns ahead of the upcoming winter season.

On track to beat the pessimistic sales guidance; Maintain BUY at VND47,100 target price
— We reiterate our BUY rating on our sector top pick Vinh Hoan Corporation (VHC, BUY, TP

VND47,100) as the most leveraged to the expected 4Q turnaround in pangasius exports.

VHC leads the sector - with the company’s exports having already turned positive since last
month - and continue to expect Vietnam'’s overall pangasius exports to turnaround by the
end of the year and act as a positive catalyst for the entire fishery sector. VHC's total
revenue reached VND5,840 billion for the first ten months of the year and although still
down 8% YoY (versus minus 10% YoY for the first nine months of the year) and unlikely to
meet management’s optimistic sales objective, sales are nonetheless tracking ahead of the
pessimistic guidance at 91% of the target in October and well in line with consensus.
Recovery in China is promising but lingering pandemic conditions in the US and EU continue
to pressure earnings but we expect recovery to gain momentum well into 2021E. Moreover,
we have not fully-reflected the new expansion line for collagen & gelatin (completed at
end-October) into our forecasts yet. The new line could increase annual gelatin output by
75% to 3,500 tonnes from 2,000 tonnes currently and boost profit in the wellness segment
by 50% in 2021E.
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Investment ratings & definitions

Investment Ratings for Stocks
(based on expectations for absolute price gains over the next 6 months)

Buy: Hold: Sell:
+15% to -15%

+15% or more -15% or more

Investment Ratings for Sectors
(based on expectations for absolute price gains over the next 6 months)

Positive: Neutral: Negative:

Outperform the market Perform in line with the market ~ Underperform the market

Opinions in this report reflect the professional judgment of the research analyst(s) as of
the date hereof and are based on information and data obtained from sources that KBSV
considers reliable. KBSV makes no representation that the information and data are
accurate or complete and the views presented in this report are subject to change without
prior notification. Clients should independently consider their own particular
circumstances and objectives and are solely responsible for their investment decisions
and we shall not have liability for investments or results thereof. These materials are the
copyright of KBSV and may not be reproduced, redistributed or modified without the prior
written consent of KBSV. Comments and views in this report are of a general nature and
intended for reference only and not authorized for use for any other purpose.
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