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Textile & Garment

Non-rated
A challenging outlook for 2H22

Mixed export performance in 2Q22

According to the General Department of Customs, the prelim export turnover of
Vietnam’s textile and garment remained robust with a growth of 22.3% yoy,
achieving USD9.9bn in 2Q22. In contrast to the textile segment, Vietnam’s 2Q22
fiber and yarn export posted a negative growth of -6.8% yoy, reaching USD1.3bn.
The US persisted as the largest textile importer in 2Q22 with USD5bn (+22.7%
yoy), accounting for 50.7% of Vietnam's total textile export value. Meanwhile,
China, the largest fiber and yarn importer of Vietnam, accounted for USD610mn
(-20.9% yoy) in 2Q22, making up 45.9% of Vietnam's total fiber and yarn export
value.

Garment companies posted optimistic earnings while yarn
manufacturers witnessed modest growth in 2Q22

The total revenue growth momentum of listed garment companies was sustained
in 2Q22. However, 2Q22 revenue growth came in at 25.8% yoy, lower than 1Q21
of 32.6% yoy. The earnings growth pace also slid from 71.7% yoy in 1Q22 to
22.6% yoy in 2Q22. Meanwhile, listed yarn makers witnessed modest growth
figures in 2Q22. The revenue growth pace in 2Q22 was only 5.5% yoy compared
to 22.6% yoy in 1Q22. Net profit growth also declined significantly to 1.2% yoy
in 2Q22 from 22.8% yoy in 1Q22.

Challenges are ahead in 2H22

In 2H22F, we expect a challenging outlook for the T&G industry as export could
slow down in the coming months due to the high inflation situation in main export
markets, which may cause consumers to tighten spending on non-essential
goods. Besides, the costs of raw material, transportation, and labor are still
expected to remain at a high level due to high oil prices and competition in the
labor market (mainly with FDI enterprises in other industries).
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Mixed performance between segments in 7M22

According to the General Department of Customs, the prelim export turnover of
Vietnam’s textile and garment remained robust with a growth of 22.3% yoy,
achieving USD9.9bn in 2Q22. In contrast to the textile segment, Vietnam’s
2Q22 fiber and yarn export posted a negative growth of -6.8% yoy, reaching
USD1.3bn.

Figure 1. Vietnam’s textile and garment export value Figure 2. Vietnam’s fiber and yarn export value
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Regarding the exports by nation, the US persisted as the largest textile importer
in 2Q22 with USD5bn (+22.7% yoy), accounting for 50.7% of Vietnam's total
textile export value. 2Q22 export to the EU also witnessed a spike in value with
a 32.5% yoy, reaching USD1.1bn, followed by Japan with USDO0.9bn (+16.8%
yoy) and Korea with USDO0.6bn (+14.1% yoy). Whereas, the export to China
declined by 27.1% yoy to USDO0.2bn in the same period.

China, the largest fiber and yarn importer of Vietnam, accounted for USD610mn
(-20.9% yoy) in 2Q22, making up 45.9% of Vietnam's total fiber and yarn export
value. The export to US, EU, Japan and Korea in 2Q22 posted USD61mn
(+67.1% yoy), USD21mn (+22.1% yoy), USD32mn (+38.1% yoy) and
USD127mn (-0.4% yoy), respectively.

Figure 3. Vietnam’s textile and garment export value Figure 4. Vietnam’s fiber and yarn export value by
by nation in 2Q22
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Garment companies posted optimistic earnings while yarn
manufacturers withnessed modest growth in 2Q22

The total revenue growth momentum of the 22 listed garment companies was
sustained in 2Q22. However, 2Q22 revenue growth came in at 25.8% yoy, lower
than 1Q21 of 32.6% yoy. The earnings growth pace also slid from 71.7% yoy in
1Q22 to 22.6% yoy in 2Q22 due to a high base of 2Q21.

Based on our collection, 5 listed yarn makers witnessed modest growth figures
in 2Q22. The revenue growth pace in 2Q22 was only 5.5% yoy compared to
22.6% yoy in 1Q22. Net profit growth also declined significantly to 1.2% yoy in
2Q22 from 22.8% yoy in 1Q22.

Table 1. 22 T&G producers’ aggregated earnings Table 2. 5 yarn makers’ aggregated earnings
(VNDbn, %) (VNDbn, %)
2021  1Q22 2Q22 YoY QoQ 2Q21 1Q22 2Q22 YoY QoQ
Revenue 16,015 18,059 20,146 25.8% 11.6% Revenue 1,376 1,592 1,452 5.5% -8.8%
Gross Profit 2,388 2,520 3,005 25.8% 19.2% oP 233 258 245 5.2% -5.0%
Net Profit 893 866 1,095 22.6% 26.4% NP 198 219 200 1.0% -8.7%

Source: Company data, Fiinpro

Source: Company data, Fiinpro

Figure 5. The trend of T&G producers’ aggregated Figure 6. The trend of yarn makers’ aggregated
earnings earnings
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Production volume boosted T&G’s topline growth while

export price bolstered yarn

Breaking down T&G aggregated revenue growth by a specific company, VGT
had the greatest impact in the light of its dominant position with revenue growth
of 30.3% yoy to VND4,768bn in 2Q22. Among garment producers, TNG
performed the best with revenue grew 50.3% yoy to VND1,982bn while MSH,
TCM, and GIL underperformed the industry with revenue growth of 23.1%, 7.3%,
and 1.4%, reaching VND1,486bn, VND1,049, VND1,275bn, respectively.
According to the General Statistics Office (GSO), Vietnam’s 2Q22 garment
production volume soared to 1,623mn pieces (+34.6% yoy). The positive growth
was mainly contributed by increased apparel demand in major exporting
markets of Vietnam such as the US, and EU.
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Figure 7. T&G producers’ aggregated revenue in Figure 8. Vietham’s garment production volume in
2Q22 2Q22
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STK, the leader of the yarn segment, posted revenue growth of 3.9% yoy in
2Q22, achieving VND530bn. The smaller players also recorded modest
business figures, in which PPH’s topline growth came in at 4.8% yoy, achieving
VND454bn while ADS’s revenue grew 5.7% yoy to VND405bn.
Based on the data from the General Department of Customs, the average
export price of Vietnam's yarn climbed by 13.0% yoy in 2Q22, from about
USD2,838/tonne to about USD3,207/tonne. This was the leading driver of
revenue growth of yarn producers in 2Q22. However, the average yarn export
price is on a downtrend, signaling a difficult 2H22 for yarn companies.
Figure 9. Yarn producers’ aggregated revenue in Figure 10. Average export price of Vietnam's fiber
2Q22 and yarn
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Gross profit margin stayed flat for T&G segment and

declined for yarn

In 2Q22, the gross profit margin of T&G producers stayed flat while MSH’s gross
profit margin dipped farthest by 5.0%p yoy to 14.8%. Meanwhile, yarn
companies saw a drop in 2Q22 gross profit margin with a 0.5%p yoy reduction,
which was mostly dragged down by ADS’s 2.9%p yoy GM decline. The gross
margin contraction was mainly due to the heavier cost of raw materials together
with higher freight rates that drove up purchase costs.
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Figure 11. GM of garment manufacturers stayed flat Figure 12. MSH saw the largest decrease in GM

in 1Q22
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Figure 13. GM of yarn manufacturers slightly

dropped in 1022 Figure 14. ADS saw a decline in GM
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2Q22 net profit margin dropped for both segments

The average net profit margin of T&G segment slid from 5.6% in 2Q21 to 5.4%
in 2Q22. VGT, the largest company in the industry, recorded net profit growth
by 22.6% yoy, to VND347bn in 2Q22. TNG performed the best among all with
a growth of 42.6% yoy while MSH saw a significant fall of 23.4% yoy in net profit
growth.

Meanwhile, the 2Q22 net profit margin of yarn makers stayed declined by 0.6%
to 13.8%. Among all yarn makers, PPH top net profit growth with 10.2% yoy,
while ADS and STK saw a negative growth of -42.5% yoy and -2.0% yoy,
respectively.
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Figure 15. TNG’s net profit growth outperformed the

industry

Figure 16. ADS beat the industry’s net profit growth
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Challenging outlook expected in 2H22

In 2H22F, we expect a challenging outlook for the T&G industry as export could
slow down in the coming months due to the high inflation situation in main export
markets, which may cause consumers to tighten spending on non-essential
goods. Besides, the costs of raw material, transportation, and labor are still
expected to remain at a high level due to high oil prices and competition in the
labor market (mainly with FDI enterprises in other industries).

Notably, the US apparel retail sales is currently on a downtrend with July sales
growth of -0.2% yoy, which signals that consumers have already tightened their
spending for apparel products.

Figure 17. US apparel retail sales (seasonally adjusted)
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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. I/\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.

n 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 12 Aug 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 12 Aug 2022.

Prepared by: Quy Nguyen
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Global Disclaimer

mGeneral

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
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contents of this report in the U.S. The securities described in this report may not have been registered under the U.S. Securities Act of 1933,
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)
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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
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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
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discretion, and is thus solely responsible for provision of the aforementioned equity selling activities in Hong Kong. All requests by and
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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
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