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War to drag down post-Covid recovery in 2022
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2021 overview

The retail sector in Vietnam posted gloomy results in 2021, due to the impact of Covid-
19, with the total operating profit of observed listed F&B companies falling by 2.3% YoY.
Results were mixed among groups: Seafood exporters and cereal exporters saw
outstanding profit growth, thanks to economic recoveries in overseas markets. In
contrast, beverage makers and meat producers saw profits decline, due to domestic
social distancing measures.

2022 outlook

The Vietnamese government has eliminated all social distancing measures since the
beginning of 2022, thanks to the Covid-19 vaccination rate reaching 76%. In addition,
international tourists have been allowed to return to Vietnam since March 15, 2022.
Based on these conditions, we expect domestic food and beverage consumption to
recover to pre-Covid levels in 2022.

However, the recovery of the food and beverage market will be hindered by high
inflation resulting from the Russia-Ukraine war.

We believe that the business results of listed F&B companies will continue to be
differentiated in 2022. Seafood exporters and food exporters are still the two groups
with the best profit growth prospects. The next most promising group is beverages
(including alcoholic and non-alcoholic).

Companies with high prospects

Seafood exporters: VHC, IDI, ANV, ACL
Cereal exporters: TAR, LTG

Beverage: SAB

Other: MCH, DBC
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Vietnam F&B producers experienced a gloomy 2021 under pressure of COVID-19

Vietnam'’s total retail sales value went sideways in 2021, with growth of 0.2% YoY (the lowest
level of the past decade), due to the impact of the third and fourth waves of Covid-19. In
addition, 2021 accommodation and catering service value fell 19.3% YoY, due to travel
restrictions applied to prevent viral spread. 2021 was the worst year for the F&B business
since Vietnam first opened up its economy.

Figure 1. 2021 was a gloomy year for total retail sales in Vietham
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Listed F&B producers posted mixed core profit results in 2021. Total revenue of 78 listed F&B
producers was VND279,000bn (+5.6% YoY). However, the total gross profit of those companies
increased only 1.1% YoY, due to lower gross margin, as prices of soft commodities soared.
Moreover, the selling and administrative expenses of all companies increased, as the Covid-
19 pandemic required additional spending on disinfecting measures, as well as promotions.
Therefore, operating profit of observed listed F&B producers decreased 2.3% YoY in 2021, to
VND33,935bn.

Meat-related companies and beverage producers were two groups that saw the biggest
declines in core profit in 2021, at -27% and -29% YoY, respectively. Beverage makers (both
alcoholic and non-alcoholic) suffered directly from the closure of on-premises channels in
social distancing periods. Meanwhile, meat-related companies were impacted by historically
high pork prices in 2020, which led to over-supply in 2021. There were some bright spots amid
2021's gray landscape: seafood exporters and cereal exporters enjoyed soaring operating
profit, at 25.4% and 35% YoY, respectively, thanks to global post-Covid demand recovery.

Figure 2. Listed F&B producers posted mixed results in 2021

Net revenue Operating profit
Product group
2021 2020 % YoY 2021 2020 % YoY

Dairy products 66,018 63,669 3.7% 12,784 12,795 -0.1%
Seafood producers & exporters 55,649 52,710 5.6% 3,156 2,332 35.3%
Meat value chain related 47,359 46,956 0.9% 2,597 3,555 -26.9%
Beverages (Alcoholic) 33,703 35,808 -5.9% 3,768 5,308 -29.0%
Sugar 26,990 23,087 16.9% 2,681 2,561 4.7%
Cereal producers and exporters 20,176 16,678 21.0% 1,020 814 25.4%
Packaged foods 15,531 13,904 11.7% 704 580 21.3%
Beverages (Non-alcoholic) 9,369 9,837 -4.8% 957 1,395 -31.4%
Other 2,047 1,985 3.2% 80 164 -51.5%

Total 313,774 297,216 5.6% 33,934 34,747 -2.3%

Source: FiinPro
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1Q22: Attempts at recovery amid Russia-Ukraine war

By March 24, 2022, Vietnam had achieved a two-dose vaccination rate of 79% and a three-
dose rate of 46%, with the level for reaching herd immunity at 70%. Hence, Vietnam'’s
economy has been fully opened, with domestic and international tourism restored to their
pre-pandemic states, with minimal restrictions. However, the recovery of food and beverage
consumption in Vietnam is likely to be slower than expected, due to the Russia-Ukraine war,
following Russia’s invasion of Ukraine in mid-February 2022. Russia and Ukraine together
supplied 26% of global wheat exports. In addition, Russia is among the world’s biggest
producers of oil, gas, edible oil, fertilizer, fish, and steel. Thus, Vietnam, as well as the rest of
the world, has been impacted by the war and the embargoes imposed on Russia by the US,
UK, and EU. Prices of wheat, soybeans, butter, corn, and other basic food commodities have
all skyrocketed to their highest levels in decades. In addition, record-high fertilizer prices have
also pushed food prices in the short term to new highs.

Figure 3. Soft commodity prices are currently much higher than the 2021 average
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Figure 4. Fertilizer prices jumped to decade-highs in the wake of Russia’s invasion of Ukraine
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F&B producers are expected to post mixed results in terms of 2022 profits

There are three main factors that shape the business landscape of F&B companies in 2022,
including: 1) increased demand as the economy is fully re-opened; 2) inflation; and 3) im-
balance of global trade amid the impact of the Russia-Ukraine war. These factors will have
different impacts on business groups, leading to a divergence in the 2022 profit picture of the
F&B sector.

Figure 5. 2022 F&B operating profit trend - outlook
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We believe seafood exporters and cereal exporters are two groups of companies that have
the best chance to increase profits in 2022. Russia and Ukraine together account for 26% of
global exports of wheat and 7% of global fish exports each year. The impact of the war
between the two countries and embargoes on Russia is likely to increase import demand for
these products in the rest of the world. Vietnam's seafood exporters and cereal importers will
no doubt benefit from these circumstances, as Vietnam is the world’s largest exporter of
pangasius (a white meat fish that directly compete with pollock from Russia), as well as a
major rice exporter (rice is considered an alternative cereal to wheat). Listed companies that
belong to this category are:

e Vinh Hoan Corp (VHC VN)

e International Development & Investment Corporation (IDI VN)
e Nam Viet Corporation (ANV VN)

e Trung An Hi-Tech Farming JSC (TAR VN)

e Loc Troi Group JSC (LTG VN)

Beverage is the second group that we expect good profit improve in 2022. Beverage
consumption, especially alcoholic drinks, will recover drastically in 2022 from the low base of
2021. There is a high chance that beer consumption will recover close to pre-COVID levels, as
all restrictions to contain the pandemic have been lifted and foreign tourists are allowed to
return to Vietnam with minimum requirements from March 15, 2022. However, the profit
growth of beverage producers will not be as strong as their revenue growth, due to increasing
prices of materials, such as malt, sugar, aluminum, and plastic. Beverage producers in this
group include:
e Saigon Beer - Alcohol - Beverage Corporation (SAB VN)

We also find some other significant companies that do not belong to the above group, but

Mirae Asset Vietnam Research 4



28/03/2022

Food and Beverage sector

still have good opportunities to increase profit growth, thanks to special competitive
advantages, such as:

Masan Consumer Holdings (MCH VN): MCH produces premium fish sauce, instant
noodles, processed meat, beverages (both alcoholic and non-alcoholic), and home-
care products. In recent years, the remarkable growth rate of MCH's revenue (2017-
2021 CAGR: 20.4%) and net profit (2017-2021 CAGR: 26.4%) had mostly come from
expanding the company’s premium portfolio by leveling up the quality of each
product, or launching new products that meet the demands of modern emerging
middle-income Vietnamese. Thus, MCH in 2021 has the second-largest gross profit
(VND11,790bn) and the fifth-highest gross margin among listed F&B companies
(42.5%, vs. listed F&B average of 23.2% in 2021). We believe MCH will be able to
continue its strong growth in 2022, thanks to new and innovative product launches
and a recovery in the consumption of beverages and home-care products. In
addition, MCH is expected to maintain its high gross margin, as the lower margins
of the instant-noodle segment will be offset by the increased gross margins of
beverages and home-care products.

Dabaco Group (DBC VN): DBC is the ninth-largest listed F&B producer in Vietnam in
terms of 2021 revenue, at VND10,812bn. DBC has four traditional revenue sources,
including animal feed, animal breeding, real-estate development, and trading. In
2022, DBC targets revenue growth of 25%, thanks to its plan of expanding its animal
breeding business and launching a new animal vaccine business. DBC successfully
developed a vaccine for Africa Swine Flu in pigs in late-2021 and plans to release the
vaccine in 2022. Africa Swine Flu wiped out 15% of the pig herds in China and Vietnam
in 2019, and is currently incurable. DBC's vaccine has strong potential, given that
Vietnam will need roughly 40mn doses of such a vaccine each year. We thus view
DBC as a company that we should keep an eye on in 2022 and beyond.

Figure 7. F&B companies’ 2021 results and 2022 guidelines (to be updated)

Stock code

VHC
IDI
ANV
TAR
LTG
SAB
MCH

DBC

Revenue

9,054
5719
3,494
3,120
10,224
26,374

27,774

10,813

% YoY

28.7%
-10.2%
1.6%
15.0%
36.2%
-5.7%

19.0%

7.9

2021 actual 2022 guideline
Operating
. %YoY NPAT % YoY Revenue % YoY NPAT % YoY
profit
1,196 72.0% 1,110 54.3% N/A N/A N/A N/A
300 8.7% 143 33.8% N/A N/A N/A N/A
216 -11.1% 128 -36.8% N/A N/A N/A N/A
167 5.4% 101 20.9% N/A N/A N/A N/A
747 19.1% 422 14.4% N/a N/A N/A N/A
3,510 -28.9% 3,929 -20.4% N/A N/A N/A N/A
34,000
5,938 19.9% 5,526 20.2% 18%~39% N/A N/A
~40,000
1,103 -40.0% 830 -40.8% N/a +25% 918 +10.6%

Source: FiinPro, company reports
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Appendix 1

Stock ratings Sector ratings

Buy Expected 12-month performance: +20% or greater Overweight Expected to outperform the market over 12 months
Trading Buy Expected 12-month performance: +10% to +20% Neutral Expected to perform in line with the market over 12 months
Hold Expected 12-month performance: -10% to +10% Underweight  Expected to underperform the market over 12 months

Sell Expected 12-month performance: -10% or worse

Rating and TP history: Share price (—), TP (mm), Not Rated (=), Buy ( 4 ), Trading Buy (m), Hold (e), Sell (#)

* Our investment rating is a guide to the expected return of the stock over the next 12 months.

* Outside of the official ratings of Mirae Asset Daewoo Co., Ltd., analysts may call trading opportunities should technical or short-term material developments arise.
* The TP was determined by the research analyst through valuation methods discussed in this report, in part based on estimates of future earnings.

* TP achievement may be impeded by risks related to the subject securities and companies, as well as general market and economic conditions.

Ratings distribution and investment banking services

Buy Trading Buy Hold Sell
Ratings distribution 74.13% 15.92% 9.95% 0.00%
Investment banking services 75.00% 11.11% 13.89% 0.00%

* Based on recommendations over the 12 months through March 31, 2020

Disclosures
As of the publication date, Mirae Asset Co., Ltd. and/or its affiliates do not have any special interest in the subject company and do not own 1% or more of the subject
company's shares outstanding.

Analyst certification
The research analysts who prepared this report (the “Analysts”) are registered with the Korea Financial Investment Association and are subject to Korean

securities regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws or regulations thereof. Each Analyst
responsible for the preparation of this report certifies that (i) all views expressed in this report accurately reflect the personal views of the Analyst about any
and all of the issuers and securities named in this report and (ii) no part of the compensation of the Analyst was, is, or will be directly or indirectly related to
the specific recommendations or views contained in this report. Mirae Asset Co., Ltd. (“Mirae Asset ") policy prohibits its Analysts and members of their
households from owning securities of any company in the Analyst’s area of coverage, and the Analysts do not serve as an officer, director, or advisory board
member of the subject companies. Except as otherwise specified herein, the Analysts have not received any compensation or any other benefits from the
subject companies in the past 12 months and have not been promised the same in connection with this report. Like all employees of Mirae Asset, the Analysts
receive compensation that is determined by overall firm profitability, which includes revenues from, among other business units, the institutional equities,
investment banking, proprietary trading, and private client divisions. At the time of publication of this report, the Analysts do not know or have reason to
know of any actual, material conflict of interest of the Analyst or Mirae Asset except as otherwise stated herein.

Disclaimers

This report was prepared by Mirae Asset, a broker-dealer registered in the Republic of Korea and a member of the Korea Exchange. Information and opinions
contained herein have been compiled in good faith and from sources believed to be reliable, but such information has not been independently verified and
Mirae Asset makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy, completeness, or correctness of the information
and opinions contained herein or of any translation into English from the Korean language. In case of an English translation of a report prepared in the
Korean language, the original Korean language report may have been made available to investors in advance of this report.

The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of the local business environment, its common
practices, laws, and accounting principles, and no person whose receipt or use of this report would violate any laws or regulations or subject Mirae Asset or
any of its affiliates to registration or licensing requirements in any jurisdiction shall receive or make any use hereof.

This report is for general information purposes only and is not and shall not be construed as an offer or a solicitation of an offer to effect transactions in any
securities or other financial instruments. The report does not constitute investment advice to any person, and such person shall not be treated as a client of
Mirae Asset by virtue of receiving this report. This report does not take into account the particular investment objectives, financial situations, or needs of
individual clients. The report is not to be relied upon in substitution for the exercise of independent judgment. Information and opinions contained herein
are as of the date hereof and are subject to change without notice. The price and value of the investments referred to in this report and the income from
them may depreciate or appreciate, and investors may incur losses on investments. Past performance is not a guide to future performance. Future returns
are not guaranteed, and a loss of original capital may occur. Mirae Asset, its affiliates, and their directors, officers, employees, and agents do not accept any
liability for any loss arising out of the use hereof.

Mirae Asset may have issued other reports that are inconsistent with, and reach different conclusions from, the opinions presented in this report. The reports
may reflect different assumptions, views, and analytical methods of the analysts who prepared them. Mirae Asset may make investment decisions that are
inconsistent with the opinions and views expressed in this research report. Mirae Asset , its affiliates, and their directors, officers, employees, and agents
may have long or short positions in any of the subject securities at any time and may make a purchase or sale, or offer to make a purchase or sale, of any
such securities or other financial instruments from time to time in the open market or otherwise, in each case either as principals or agents. Mirae Asset and
its affiliates may have had, or may be expecting to enter into, business relationships with the subject companies to provide investment banking, market-
making, or other financial services as are permitted under applicable laws and regulations.

No part of this document may be copied or reproduced in any manner or form or redistributed or published, in whole or in part, without the prior written
consent of Mirae Asset . For further information regarding company-specific information as it pertains to the representations and disclosures in this Appendix
1, please contact compliance@miraeasset.us.com or +1 (212) 407-1000.

Distribution

United Kingdom: This report is being distributed by Mirae Asset Securities (UK) Ltd. in the United Kingdom only to (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth companies and other
persons to whom it may lawfully be communicated, falling within Article 49(2)(A) to (E) of the Order (all such persons together being referred to as “Relevant
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Persons”). This report is directed only at Relevant Persons. Any person who is not a Relevant Person should not act or rely on this report or any of its contents.
United States: Mirae Asset is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This report is distributed in the U.S. by Mirae Asset Securities (USA) Inc., a member of
FINRA/SIPC, to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6(b)(4) under the U.S. Securities
Exchange Act of 1934, as amended. All U.S. persons that receive this document by their acceptance hereof represent and warrant that they are a major U.S.
institutional investor and have not received this report under any express or implied understanding that they will direct commission income to Mirae Asset
or its affiliates. Any U.S. recipient of this document wishing to effect a transaction in any securities discussed herein should contact and place orders with
Mirae Asset Securities (USA) Inc. Mirae Asset Securities (USA) Inc. accepts responsibility for the contents of this report in the U.S., subject to the terms hereof,
to the extent that it is delivered to a U.S. person other than a major U.S. institutional investor. Under no circumstances should any recipient of this research
report effect any transaction to buy or sell securities or related financial instruments through Mirae Asset . 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. persons absent
registration or an applicable exemption from the registration requirements.

Hong Kong: This report is distributed in Hong Kong by Mirae Asset Securities (HK) Limited, which is regulated by the Hong Kong Securities and Futures
Commission. The contents of this report have not been reviewed by any regulatory authority in Hong Kong. This report is for distribution only to professional
investors within the meaning of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 571, Laws of Hong Kong) and any rules
made thereunder and may not be redistributed in whole or in part in Hong Kong to any person.

All other jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Mirae Asset
or its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not subject Mirae Asset
and its affiliates to any registration or licensing requirement within such jurisdiction.
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