Vietnam Fisheries

Strong shrimp exports but negative tariff event

September shrimp exports building momentum and now up 25% YoY
September shrimp exports reached USD385 million or up 25.3% YoY ahead of
seasonally strong 4Q holiday quarter and maintaining positive growth since
February. Total shrimp exports for the first nine months of the year increased by
10.5% YoY to USD2.7 billion as Vietnam gains share in major overseas markets
amid on-going coronavirus disruptions in rival countries and the positive impact
from the EVFTA. We expect this momentum to accelerate into the peak 4Q season
and keep performance on track for full-year growth of 10.0% YoY barring any
negative outcome related to Vietnam’s currency manipulation probe in the US.

US exports at risk from negative outcome from MPC’s antidumping probe
Vietnam’s shrimp exports to the important US market were up 39.6% YoY to USD90
million and added to positive growth seen since October 2019. US exports so far
this year reached USD634 million or up 33.0% YoY. Exports are still benefitting
from India’s supply disruptions that have inflated the country’s export prices and
forced many buyers to switch to products from Vietnam, Indonesia and Ecuador.
That said, Minh Phu’s (MPC, HOLD, TP VND31,700) negative outcome from its US
antidumping probe may start to negatively impact export momentum from October
and we await further developments related this issue (refer to our recent MPC
downgrade report Profit taking ahead of antidumping event, Sep 28, 2020).

Year—to-date EU shrimp exports turned positive again thanks to EVFTA
August’s start to the EVFTA has already has a positive impact with September
exports to the EU up 35.4% YoY to USD58 million. This adds to August’s 15.5% YoY
growth and July’s 2.1% YoY growth after falling into negative territory between
March and June due to the pandemic. EU shrimp exports for the year have now
turned positive at 2.3% YoY growth to USD371 million versus minus 1.6% YoY for
the first eight months of the year. The EVFTA immediately removed the 4.2%
import tariff on frozen shrimp to help boost demand in this price sensitive market.

Re-entry into MPC may take longer due to the antidumping event

Despite strong shrimp exports, we continue to recommend investors take short-
term profits on MPC and switch holdings to Vinh Hoan Corp (VHC, BUY, TP VND
47,100) until the full extent of tariffs on MPC’s exports to the US can be assessed.
Moreover, MPC’s management and local press have not yet commented on this

negative outcome and the stock may need to better reflect the potential impact
from US tariffs applied to MPC’s shrimp exports to the US.
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Recommendations

Vinh Hoan Corporation (VHC) BUY
Current Price VND43,000
Target Price VND47,100
Nam Viet Corporation (ANV) BUY
Current Price VND19,200
Target Price VND21,700
Minh Phu Corporation (MPC) HOLD
Current Price VND29,500
Target Price VND31,700
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Fig 1. Vietnam fisheries - Total shrimp export values & growth, Jan 2019-September
2020 (million USD, % YoY)
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Source: Vietnam Association of Seafood Exporters & Producers, KB Securities Vietnam

Fig 2. Vietnam fisheries - Shrimp export values to the US & growth, Jan 2019
September 2020 (million USD, % YoY)
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Source: Vietnam Association of Seafood Exporters & Producers, KB Securities Vietnam

Fig 3. Vietnam fisheries - Shrimp export values to the EU & growth, Jan 2019
September 2020 (million USD, % YoY)
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Note: Export values to the EU exclude the UK
Source: Vietnam Association of Seafood Exporters & Producers, KB Securities Vietnam
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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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