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Non-rated
Revenue to gather full momentum in 2H22F

Export is on course to grow

Major brand buyers are placing bigger orders as consumer sentiment revives in
the US and Europe. In 1Q22, Vietnam’s textile and garment (T&G) export
turnover witnessed an impressive growth of 20.4% yoy to USD8.68bn. The yarn
export also thrived to VND USD1.45bn, +18.9% yoy. US persisted as the largest
importer with a USD4.36bn, 24.2% yoy in T&G market and China maintained its
biggest share with a USD703mn, +6.1% yoy in yarn market. Apparel
consumption in the importing nations is on course to grow amid economic
reopening and the rise of online shopping.

Utilization is getting back to normal

Clients aggressively restocked as sales revived. Labors are getting back to
plants after the constraints of on-site work in the social lockdown period are lifted.
Those all combined to bolster the earnings of Vietnamese factories and OEM
companies. Based on our estimates, 1Q22 aggregated revenue of listed T&G
and yarn companies perked up 32.6%/22.6% yoy while NPATMI soared 71.5%/
22.3% vyoy, respectively. Top companies include VGG (+550% yoy), HTG
(+247.6% yoy), and VGT (+102% yoy). After dragging down earnings until end-
4Q21, utilization has turned around and can begin to offset hefty fixed costs.

Production begins for fall/winter; Peak period starts

2Qis a typical peak period when production begins for the next fall/winter season.
Inventory assets swelled 24.5% yoy as of end-1Q22 in T&G companies, and this
demonstrates healthy conditions among clients. Vietham’s textile and garment
export turnover in Apr 2022 sustains the revival growth of 28.4% yoy and 3.6%
mom to USD3.1bn. Vietnam’s fiber and yarn export value in Apr recorded
uSD487mn, up 5.0% yoy but down 8.1% mom. Revenue recovery could ramp
up in 2Q22F for T&G segments. In 2H22F, revenue would thrive driven by clients’
robust restocking needs, and fast recovery in utilization.
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quy.nt@kisvn.vn

Analysts who prepared this report are registered as research analysts in Vietnam but not in any other jurisdiction, including the U.S.
PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES & DISCLAIMERS AT THE END OF THIS REPORT.



Textile & Garment

1. Export growth powered by clients’ favorable conditions

Vietnam’s 1Q22 textile and garment (T&G) export turnover advanced by 20.4%
yoy to USD8.68bn. Similar to T&G, Vietnam’s fiber and yarn export value in
1Q22 sustained growth momentum, with a USD1.45bn, + 18.9% yoy. According
to the Vietnam Textile and Apparel Association (VITAS), the T&G industry could
achieve a new record export turnover of USD42bn - USD43.5bn, 8 - 12% yoy
in 2022F. Behind the rally was clear demand growth momentum backed by
sound business conditions. While the global supply chain trouble has kept
apparel inventories thin in the US, the country’s retail sales of apparel have
exceeded the level in 2019. Although pandemic disrupted production and
shipping, a surge in clients restocking demand has fattened the OEM’s export.
Furthermore, the pandemic led to an increasing demand for global yarn
consumption to meet orders for personal protective equipment such as masks.
Meanwhile, Vietnamese yarn producers are taking advantage from clients
shifting yarn orders from China due to US-China trade tension. Previously,
Vietnam surpassed South Korea to become the sixth-largest fiber and yarn
exporter in the world with a total export value of USD5.6bn in 2021 (+50.8%

yoy).
Figure 1. Vietnam’s textile and garment export value Figure 2. Vietnam’s fiber and yarn export value
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Regarding the export destinations, the US continued to be the largest T&G
importing market of Vietnam with a USD4.36bn, +24.2% yoy and accounting for
50.3% of total value. 1Q22 export to EU also witnessed a robust revival of 32.4%
yoy to USD882mn, followed by Korea (+6.9% yoy, USD754mn) and China (+1.4%
yoy, USD291mn). In contrast, the export value to Japan market declined 2.8%
yoy (USD771mn) in 1Q22.

China still remained the leading fiber and yarn importer of Vietham with
USD703mn, +6.1% yoy and accounting for 49% of total export value in 1Q22.
US and EU markets revived by 130.5% yoy and 167.8% yoy with
USD54.4mn/24.1mn, respectively. Korea and Japan nations racked up by
USD149.4mn and USD26.4mn, 13.3% yoy and 28.8% yoy, respectively.
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Figure 3. Vietnam’s textile and garment export value Figure 4. Vietnam’s fiber and yarn export value by
by nation nation
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2. 1Q22 earnings reaped the benefit from higher utilization

The total revenue growth momentum of the 22 listed garment companies
bounced back strongly in 1Q22. 1Q22 revenue growth came in at 32.6% yoy,
higher than 4Q21 of 25.8% yoy. Meanwhile, the earnings growth pace spiked
from 57.0% yoy in 4Q21 to 71.5% yoy in 1Q22 thanks to a low growth base in

1Q21.
Table 1. 22 T&G producers’ aggregated earnings Table 2. 5 yarn makers’ aggregated earnings
1Q21  4Q21 1Q22 YoY QoQ 1Q21 4Q21 1Q22 YoY QoQ
Revenue 13,621 18,081 18,059 32.6 0.1) Revenue 1,298 1,542 1,592 22.7 3.2
OP 722 1,435 1,207 67.2 (15.9) OoP 200 227 260 30.0 145
NP 505 1,010 866 715 (14.3) NP 179 110 219 22.3 99.1
Source: Fiinpro Source: Fiinpro
Figure 5. The trend of T&G producers’ aggregated Figure 6. The trend of yarn makers’ aggregated
earnings earnings
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Based on our collection, the 1Q22 aggregate revenue growth of 5 listed yarn
companies recovered from the negative growth of 4Q21 (the negative growth in
4Q21 was due to a shortage of workers, leading to factories' capacity not being
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maximized). The revenue growth pace in 1Q22 was positive at 22.6% yoy
compared to -3.8% yoy in 4Q21. Net profit growth increased slightly to 22.3%
yoy in 1Q22 from 21.5% yoy in 4Q21.

2.1 Volume led to T&G’s topline while price bolster yarn

Breaking down T&G aggregated revenue growth by a specific company, VGT
top influence in the light of its dominant position with revenue growth of 45.1%
yoy to VND3,377bn in 1Q22. Among garment producers, HTG performed the
best with 1Q22 revenue growth of 86.3% yoy to VND1,345bn. Most garment
companies targeted double-digit revenue growth in 2022F. In 1Q22, they
already fulfilled around 21-32% of their 2022F revenue guidance. Targeting
aggressive topline growth, OEM companies are bullish on prosperous outlook
for the T&G industry.

Vietnam’s 1Q22 garment production volume soared to 1,347.4mn pieces (+23.7%
yoy). The positive growth was mainly prospered by robust demand revival for
apparel in the world market, especially in major exporting markets of Vietham
such as the US, EU, Japan. In the US, apparel and footwear sales are clearly
picking up. As US apparel retail sales started rising faster than inventory form
Oct, 2020, restocking signals appeared. And as apparel sales spiked thereafter,
the 2021 US apparel retail sales outpaced 2019 by 12%. US apparel sales
remain brisk in 2022 with retail sales up 21% in January and 31% in February.

Figure 7. The trend of T&G producers’ aggregated Figure 8. The trend of yarn makers’ aggregated
earnings earnings
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STK, the leader of the industry, posted revenue growth of 12.9% yoy in 1Q22,
achieving VND640bn. Meanwhile, the smaller players also reaped fabulous
figures, in which PPH’s topline growth came in at 14.4% yoy (VND445bn) and
ADS’s revenue growth was highest with 41.7% yoy to VND445bn. 1Q22 global
cotton price soared a 45% yoy from USD84.6/Ibs in 1Q21 to USD122.4/Ibs. The
price rally was assisted by the fact that China's yarn supply is getting worse and
its Zero-Covid policy led to a temporary shortage of raw materials. On the other
hand, the US’s ban on cotton imported from Xinjiang and the effects of the
armed conflict between Russia and Ukraine worsened the supply disruption and
these pushed up the cotton price.

At the same time, the average export price of Vietham's fiber and yarn also
climbed by 31.3% yoy in 1Q22, from about USD2,508/tonne to about
USD3,292/tonne. This was the leading driver of revenue growth of yarn
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producers in 1Q22.

Figure 9. ADS’s 1Q22 revenue growth outperforms the industry

700 r
600 r
500 r
400 r
300 r
200 F 12.9%

100

1Q22 Revenue (VNDbn) @ Growth yoy (%)

7 60%

41.7%
¢ 1 40%

14.4% 1 20%

STK

0%
PPH ADS

Source: Company data, Fiinpro

Figure 10. Cotton price in the world market

Figure 11. Average export price of Vietnam's fiber
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2.2 Gross profit margin slightly declined in 1Q22

In 1Q22, the gross profit margin of T&G producers contracted by 0.2%p yoy
while MSH’s gross profit margin dipped farthest by 8.1%p yoy to 14.7%. The
gross margin contraction was mainly hurt by costlier imported raw materials
from China amid its Zero-Covid policy, and rising logistic costs caused by the

Russia — Ukraine conflict in 1Q22.

Yarn companies also saw a drop in 1Q22 gross profit margin with a 0.5%p yoy
reduction, which was mostly dragged down by STK’s 2.3%p yoy GM decline .
Similar to garment companies, the heavier cost of raw materials together with
higher freight rates drove up purchase cost and weighed down the gross profit
margin of yarn producers.
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Figure 12. GM of garment manufacturers slightly

declined in 1022 Figure 13. MSH saw the largest decrease in GM
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2.3 1Q22 net margin improved for T&G but flatten for yarn

In contrast, the average net profit margin of T&G segment expanded from 3.7%
in 1Q21 to 4.8% in 1Q22. After dragging down earnings until end-1Q22,
utilization has turned around and can begin to offset hefty fixed costs. VGT, the
largest company in the industry, recorded net profit growth by 102% yoy, to
VND200bn in 1Q22. VGG performed the best among all with 550% yoy while
MSH saw a fall of 2.2% yoy in net profit growth. Meanwhile, the 1Q22 net profit
margin of yarn makers stayed flat at 13.8%. Among all yarn makers, ADS top
net profit growth with a 62.5% yoy, followed by PPH with 16.7 % yoy and STK
with 8.6% yoy.
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Figure 16. VGG net profit growth far exceeded the Figure 17. ADS beat the industry’s net profit growth

industry
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3. Optimistic outlook expected for T&G industry in 2Q22F

In 2Q22F, we expect a bright outlook for the T&G industry thanks fast recovery
of utilization in factories amid the removal of lockdown period and return of labor
forces. Furthermore, 2Q is a typical peak period when production begins for the
next fall/winter season. Inventory assets swelled 24.5% yoy as of end-1Q22,
and this demonstrates healthy conditions among clients.

This further strengthens our belief in an optimistic outlook for the T&G industry
in 2Q22F and the prospect that T&G export turnover could achieve VITAS'’s
ambitious target of USD42bn - USD43.5bn in 2022F.
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m  Guide to KIS Vietnam Securities Corp. stock ratings based on 12-month forward performance
* BUY: Expected total return will be 15%p or more
* Hold: Expected total return will be between -5%p and 15%p
* Sell: Expected total return will be -5%p or less
® KIS Vietnam Securities Corp. does not offer target prices for stocks with Hold or Sell ratings.

m  Guide to KIS Vietnam Securities Corp. sector ratings for the next 12 months
* Overweight: Recommend increasing the sector’s weighting in the portfolio compared to its respective weighting in the VNIndex based on market capitalization.
* Neutral: Recommend maintaining the sector’s weighting in the portfolio in line with its respective weighting in the VNIndex based on market capitalization.
* Underweight: Recommend reducing the sector’s weighting in the portfolio compared to its respective weighting in the VNIndex based on market capitalization.

m  Analyst Certification
I/We, as the research analyst/analysts who prepared this report, do hereby certify that the views expressed in this research report accurately reflect my/our personal
views about the subject securities and issuers discussed in this report. /We do hereby also certify that no part of my/our compensation was, is, or will be directly or
indirectly related to the specific recommendations or views contained in this research report.

m Important compliance notice
As of the end of the month immediately preceding the date of publication of the research report or the public appearance (or the end of the second most recent
month if the publication date is less than 10 calendar days after the end of the most recent month), KIS Vietnam Securities Corp. or its affiliates does not own 1%
or more of any class of common equity securities of the companies mentioned in this report.

There is no actual, material conflict of interest of the research analyst or KIS Vietnam Securities Corp. or its affiliates known at the time of publication of the research
report or at the time of the public appearance.

KIS Vietnam Securities Corp. or its affiliates has not managed or co-managed a public offering of securities for the companies mentioned in this report in the past
12 months;

KIS Vietnam Securities Corp. or its affiliates has not received compensation for investment banking services from the companies mentioned in this report in the past
12 months; KIS Vietnam Securities Corp. or its affiliates does not expect to receive or intend to seek compensation for investment banking services from the
companies mentioned in this report in the next 3 months.

KIS Vietnam Securities Corp. or its affiliates was not making a market in securities of the companies mentioned in this report at the time that the research report
was published.

KIS Vietnam Securities Corp. does not own over 1% of shares of the companies mentioned in this report as of 27 May 2022.
KIS Vietnam Securities Corp. has not provided this report to various third parties.
Neither the analyst/analysts who prepared this report nor their associates own any shares of the company/companies mentioned in this report as of 27 May 2022.

Prepared by: Quy Nguyen
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Global Disclaimer

mnGeneral

This research report and marketing materials for Vietnamese securities are originally prepared and issued by the Research Center of KIS
Vietnam Securities Corp., an organization licensed with the State Securities Commission of Vietnam. The analyst(s) who participated in
preparing and issuing this research report and marketing materials is/are licensed and regulated by the State Securities Commission of Vietnam
in Vietnam only. This report and marketing materials are copyrighted and may not be copied, redistributed, forwarded or altered in any way
without the consent of KIS Vietnam Securities Corp..

This research report and marketing materials are for information purposes only. They are not and should not be construed as an offer or
solicitation of an offer to purchase or sell any securities or other financial instruments or to participate in any trading strategy. This research
report and marketing materials do not provide individually tailored investment advice. This research report and marketing materials do not take
into account individual investor circumstances, objectives or needs, and are not intended as recommendations of particular securities, financial
instruments or strategies to any particular investor. The securities and other financial instruments discussed in this research report and marketing
materials may not be suitable for all investors. The recipient of this research report and marketing materials must make their own independent
decisions regarding any securities or financial instruments mentioned herein and investors should seek the advice of a financial adviser. KIS
Vietnam Securities Corp. does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. KIS
Vietnam Securities Corp., its affiliates, or their affiliates and directors, officers, employees or agents of each of them disclaim any and all
responsibility or liability whatsoever for any loss (director consequential) or damage arising out of the use of all or any part of this report or its
contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice and may
differ or be contrary to opinions expressed by other business areas or KIS Vietnam Securities Corp. The final investment decision is based on
the client’s judgment, and this research report and marketing materials cannot be used as evidence in any legal dispute related to investment
decisions.

= Country-specific disclaimer

United States: This report is distributed in the U.S. by Korea Investment & Securities America, Inc., a member of FINRA/SIPC, and is only
intended for major U.S. institutional investors as defined in Rule 15a-6(a)(2) under the U.S. Securities Exchange Act of 1934. All U.S. persons
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as amended, and, in such case, may not be offered or sold in the U.S. or to U.S. person absent registration or an applicable exemption from
the registration requirement.

United Kingdom: This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of
section 21 of the Financial Services and Markets Act 2000 of the United Kingdom ("FSMA"). To the extent that this report does constitute such
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Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) of the United Kingdom (the "Financial Promotion Order"); (ii)
persons who fall within Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order;
and (iii) any other persons to whom this report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons
together being referred to as "relevant persons"). Any investment or investment activity to which this report relates is available only to relevant
persons and will be engaged in only with relevant persons. Persons who are not relevant persons must not act or rely on this report.

Hong Kong: This research report and marketing materials may be distributed in Hong Kong to institutional clients by Korea Investment &
Securities Asia Limited (KISA), a Hong Kong representative subsidiary of Korea Investment & Securities Co., Ltd., and may not otherwise be
distributed to any other party. KISA provides equity sales service to institutional clients in Hong Kong for Korean securities under its sole
discretion, and is thus solely responsible for provision of the aforementioned equity selling activities in Hong Kong. All requests by and
correspondence with Hong Kong investors involving securities discussed in this report and marketing materials must be effected through KISA,
which is registered with The Securities & Futures Commission (SFC) of Hong Kong. Korea Investment & Securities Co., Ltd. is not a registered
financial institution under Hong Kong’s SFC.

Singapore: This report is provided pursuant to the financial advisory licensing exemption under Regulation 27(1)(e) of the Financial Advisers
Regulation of Singapore and accordingly may only be provided to persons in Singapore who are "institutional investors" as defined in Section
4A of the Securities and Futures Act, Chapter 289 of Singapore. This report is intended only for the person to whom Korea Investment &
Securities Co., Ltd. has provided this report and such person may not send, forward or transmit in any way this report or any copy of this report
to any other person. Please contact Korea Investment & Securities Singapore Pte Ltd in respect of any matters arising from, or in connection
with, the analysis or report (Contact Number: 65 6501 5600).
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