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Vinh Hoan Corp (VHC)

China’s tighter import rules hit November exports

November pangasius sales flat but weak feed trading leads to modest drop in overall

revenue

— November revenue down 6% YoY to VND660 billion as feed trading continues to drag on
overall sales performance. Sales of pangasius - VHC's main revenue generator - were flat at
VNDA475 billion (-1% YoY) as steady EU and US recovery offset the sharp drop in China
shipments following tighter guidelines for frozen food imports. Feed sales fell by 64% YoY to
VND15 billion and despite farm-gate prices for mature pangasius now at VND22,000 per kg
from 3Q’s VND18,000 per kg, farmers remain reluctant to start new fish stocks given
uncertainty in export markets. Sales from wellness products (collagen & gelatin) dipped by
10% YoY to VND42 billion in November but continue to perform well since VHC introduced
the world’s first ASC-certified Collagen Supplement in Sweden in October 2019.

China disruption hits hard but hopeful signs of recovery in the EU

— On a sequential basis, the sudden drop in China exports pulled down November sales by 10%
MoM after tighter guidelines on frozen food imports were announced on November 10.
Despite September and October’s demand recovery, China’s additional disinfection
protocols for cold-chain products - that are likely to stay in place until 2Q 2021E -
extended customs clearing to 20-30 days and led to a 28% MoM and 20% YoY drop in
China exports to VND150 billion. Sales to the most important US market were up 3% MoM
to VND250 billion amid further recovery in ASPs that are still down 8% YoY due to the
pandemic. The one - albeit short-lived - bright spot was the EU market with exports up 27%
MoM and 85% YoY to VND89 billion and having recovered since September after the second
wave, leaves open the possibility of similar recovery once the current third wave ends.

Already met pessimistic sales guidance; Maintain BUY at VND56,100 target price
— We reiterate our BUY rating on Vinh Hoan Corporation (VHC, BUY, TP VND56,100) as our
sector top pick and the most leveraged to our expected 2021E turnaround in pangasius

exports. While a third wave has pushed back recovery in most overseas markets, we
continue to expect Vietnam’s overall pangasius exports to turnaround by 1H 2021E. VHC’s
total revenue reached VND6,500 billion for the first eleven months of the year or down 8%
YoY and already met the management’s pessimistic guidance as well as being on track to
meet the 2020E consensus (but unlikely to meet the company’s optimistic sales scenario).
That said, the negative impacts from Vietnam being officially labelled as a currency
manipulator may weigh on share price performance as VHC’s exports rely heavily on the US
market at about 35% of its revenue.
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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% or more +15% to -15% -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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