13INXdVW Ol 1SHlIA

KB Securities

VIETNAM

October 19, 2020 Fisheries & Pharmaceuticals Analyst
’ Nguyen Thanh Danh

danhnt@kbsec.com.vn

Vinh Hoan Corp (VHC)

September exports turn positive

Sales growth turns positive in September for the first time since May 2020

— September sales logged positive 3% YoY growth for the first time since May 2020 largely
due to the 222% YoY surge in by-product sales to VND142 billion. Total September sales
were VND554 billion with pangasius sales down by 13% YoY to VND347 billion as ASPs in the
US remained at depressed levels. Feed sales also remain weak at VND19 billion or down 57%
YoY with weak farm-gate prices for mature pangasius continuing to discourage farmers
from starting new crops. Revenue from wellness products (collagen & gelatin) decreased by
26% YoY and 47% MoM to VNDZ28 billion following the second wave in coronavirus cases in
its main markets in the EU.

Demand recovery in China market, albeit EU market dragged down VHC's total exports
— On a sequential basis, VHC’s revenue decreased by 10% MoM due mostly to the EU market.
EU export sales were down 42% MoM to VND68 billion ahead of partial lockdowns across

the EU in mid-October with the upcoming winter season. US sales were down slightly by 8%
MoM to VND191 billion on lower selling prices. One bright spot was demand recovery from

the China market with positive sales growth of 29% YoY and 20% MoM to VND137 billion.
Total revenue of VND5,105 billion for the first nine months of the year is still down 10% YoY
(versus minus 12% YoY for the first eight months of the year) and lagging the company’s
optimistic annual sales target (but at 79% of the company’s pessimistic scenario for sales).

Completion of new expansion line for gelatin

— The expansion of gelatin line has been fully completed and could boost profit in the wellness
segment by 50% in 2021E when fully operating. The new line will increase annual gelatin
output by 75% to 3,500 tonnes from 2,000 tonnes currently. VHC’s revenue from wellness
products (ie, collagen and gelatin) saw 23% YoY growth to VND442 billion in the first nine
month of the year despite the pandemic. VHC’s Vinhwellness brand launched the world’s first
ASC-certified Collagen Supplement (a by-product of pangasius processing) in Sweden in
October 2019.
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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.


mailto:ccc@kbsec.com.vn

