trueﬁriend KI Viet Nam

Securities Corporation

Textile & Garment

A first stage of restoration

Textile and garment export - Moderate growth in 2Q24

In 2Q24, the consumer spending was still cautious that led to the slow
resumption of textile and apparel products. Particularly, the exports turnover of
three types of products respectively recorded as textile and garment (T&G):
USD8.4bn (+0.3% yoy vs +9.2% yoy in 1Q24); footwear: USD5.8bn (+7.7% yoy
vs. 10.7% yoy in 1Q24); and fiber and yarn (F&Y): USD0.996bn (-2.8% yoy vs.
+12.1% yoy in 1Q24).

T&G enterprises’ business results rebounded in 2Q24

In 2Q24, textile and garment (T&G) recorded the export value of USD8.4bn (+
0.3% yoy), of which US: -1.8% yoy; EU -1% yoy; Japan: -0.4% yoy, and Korea:
+0.3% yoy. We think consumers were still hesitant to consume discretionary
goods, including clothing in key markets (including US and EU). 2Q24
aggregated revenue of 11 listed T&G companies inched up by 9.1%. Notably,
GM of these companies climbed by 3.6%p yoy, to 13.7% thanks to the recovery
of processing prices. NPAT-MI strongly bounced back to VND614bn (+109% yoy),
partially contributed by recovery of VGT’s core business.

F&Y enterprises dragged the hardship

In 2Q24, F&Y export turnover sat at USD0.996bn (-3.8% yoy) in 2Q24, which
was primarily impacted by gloomy demand in Chinese market (key F&Y importer).
The bleak prospects of F&Y exports were primarily due to (1) Sluggish demand
for textiles (the upstream of the value chain), and (2) Intense competition due to
the oversupply in the yarn industry. As such, 2Q24 aggregated revenue of 2 listed
F&Y (ADS and STK) companies retreated by -22.9% yoy (VND695bn) and
NPAT-MI recorded losses of VND49bn.

3Q24F - Export prospects are expected to be more vibrant

In 3Q24F, we expect that global fashion products demand could on the recovery
path, thereby supporting business results in both T&G and F&Y exporting
enterprises. For T&G enterprises, these companies could partially benefit from
the unrest in Bangladesh (Vietham's main competitor in T&G outsourcing). For
F&Y enterprises (ADS, STK), we believe the worst could pass in 3Q24F as yarn
sales volume (including cotton and polyester) recovers due to a demand revival
from downstream. However, we believe growth could not surge strongly in the
short term, as demand for discretionary products still needs time to recover fully.
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l. 2Q24 Vietnam’s textile and garment export overview

In 2Q24, according to Vietnam Custom data, the exports turnover of three types
of products respectively recorded as textile and garment (T&G): USD8.4bn
(+0.3% yoy); footwear: USD5.8bn (+7.7% yoy); and fiber and yarn (F&Y):
USDO0.996bn (-2.8% yoy). We witnessed the slow export growth of three textile
and apparel products as compared to 1Q24 (Figure 1).

We believe that global demand for these products could still recover slowly in

2Q24, despite the cooling of inflationary pressures and improved economic
conditions.

Figure 1. Export growth momentum of Textile and apparel products was moderate in 2Q24
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. T&G segments — The pace of recovery slowed down in
2Q24

1. 2Q24 T&G export turnover overview

In 6M24, the monthly T&G export value showed a slow recovery momentum.
This was nearly equivalent to the monthly export level in 2023 and significantly
lower than in 2022 (Figure 2).

In 2Q24, textile and garment (T&G) recorded the export value of USD8.4bn (+
0.3% yoy). In which: U S market were still the most crucial T&G importers of
Vietnam (accounting for 44% market share, figure 3). Although, US market
recorded an export value of +8.1% yoy in 1Q24, it edged down by -1.8% yoy in
2Q24. The other key market also witnessed the glimmer growth, of which: EU
(-1% yoy), Japan (-0.4% yoy), and Korea (+0.3% yoy).

Based on some critical indicators of consumption in the most major markets
(US and EU markets) as total textile and apparel import turnover, consumer
confidence... We realized the demand for fashion products which could be bleak,
that mainly hindered the recovery of Vietham’s T&G exports in 2Q24.




Figure 2. Monthly T&G export turnover in 2024 had

Figure 3. US market still plays the most crucial key
no significant changes compared to 2023
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Figure 4. 2Q24’s T&G export turnover to key market dragged on due to weak consumption on discretionary
products
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2. The US market — Signs of a slowdown of recovery momentum

According to OTEXA, total textile and apparel imports to US could not revive
strongly, posting to USD49.3bn (-3.7% yoy, figure 5). We observed revenue
growth of the top 7 prestigious fashion brands in US and retail sales of clothing,

this showed the slow revival of consumption, despite inventory growth are
retreated (Figure 6, 7).

We think consumers were still hesitant to consume discretionary goods,
including clothing. This cautious spending was influenced by (1) The rising
unemployment rate in the US recently, and (2) The real disposable personal

income increasing by only 0.9% yoy in 2Q24, which is lower than the +1.5% yoy
in 1Q24.




Figure 5. Total T&G import value to US inched
down by 3.7% in 1H24

Figure 6... Due to the slow recovery of retail sales
clothing in US
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Figure 7. Besides, topline performance of the most famous brands in US which could be glimmer in 1H24
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Figure 8. Total T&G import value kept sliding -4.2%

3. The EU market — No clear improvements

According to Eurostat data, total T&G import turnover (HS 61, 62) to US inched
down -4.2% yoy in 5M24. Based on textile sector confidence indicator, we also
see the glimmer consumer confidence on fashion due to the slow growth of
economy and prolonged interest rate hikes.

Figure 9. EU consumer confidence (Textile sector)

yoy in 5M24 is still bleak
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lll. F&Y segments — Decline due to the impact of weak
demand in the Chinese market

According to Vietnam Custom, F&Y export turnover sat at USD0.996bn (-3.8%
yoy) in 2Q24. Per monthly data, export value of F&Y product even declined -
7.1% yoy in Jun-24. Specifically, Chinese market (the largest cotton yarn

importer of Vietnam) slumped by 13.1% yoy in 2Q24. As such, the export prices
of yarn remained at a low level.

The gloomy trend in T&G exports was primarily due to (1) Sluggish demand for
textiles leading to weak demand for yarn (the upstream of the value chain), and
(2) Intense competition due to the oversupply in the yarn industry, particularly
in the context of weak demand, which leads to price competition among

producers.
Figure 10. Monthly F&Y export turnover showed a Figure 11. Alongside, export prices have not
sluggish demand improved
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Figure 12. It was attributed to the weak consumption in Chinese markets (the largest importer Vietnam’s
F&Y)
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V. Listed company overview
1. 2Q24’s Aggregated business performance

In our collection, 2Q24 aggregated revenue of 32 listed T&G and F&Y
companies sat at +4.3% yoy, amounting to VND19,747bn. Meanwhile, NPAT-
MI soared by 85.6% yoy, posting to VND631bn thanks to the recovery of core
business and VGT (the largest enterprise in sector) revives from the losses,
posting NPAT-MI to VND82bn vs. losses of VND46bn in 2Q23. In general,
business performance of sector is gradually improving as qoq (Figure 13, 14).

However, we see the differentiations between T&G companies and F&Y
companies in 2Q24. Most of T&G companies recorded the positive growth,
whereas F&Y companies witnessed the disappointed business results (Figure

15).
Figure 13. 2Q24 an aggregated revenue of entire Figure 14. Meanwhile, NPAT steeply soared by
textile sector inched up by 4.3% yoy 85.6% yoy
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Figure 15. Business results of some notable listed T&G and F&Y enterprises in 2Q24
Revenue GP NPAT-MI +-YoY +-YoY
n +-YoY +- YoY +-YoY GPM NFM
— wnoon) "YOY®) ynppn) *-YOY () (vNDbn) - YOY (%) (%) )
T&G  Total 15,515 9.1 2131 474 614 108.8 13.7 36 40 19
VGT 4127 6.1 478 1535 82 Turnaround 1.6 6.7 20 32
VGG 3,100 36.6 290 295 100 75 9.3 (0.5) 32 07
THG 2174 87 358 47.9 86 52 16.5 44 4.0 1.1
M1a 892 (12.1) 132 285 16 (26) 14.8 47 18 (0.4)
TCM 847 185 153 60.3 7 3,684 18.0 47 84 8.2
MMB 1,083 195 203 40.0 16 85 18.8 28 15 05
M3H 1,333 (13.5) 182 (8.4) g2 21 137 08 6.9 20
GIL 145 (46.1) 21 1204 5 Turnaround 14.5 1.0 34 57
EVE 169 (15.1) 54 (8.1) (9) (330) T 24 (5.1) (7.0)
HTG 1,094 52 151 69.3 70 103 13.8 52 6.4 31
PPH 551 46.4 109 177 84 (2) 19.7 (4.8) 152 (7.4)
F&Y  Total 695 [(22.9) 349 (70.3) (49.2) (178.9) 5.0 (8.0 7.1) (14.0
ADS 391 (20.8) 25 (56.1) B (74) 6.4 (5.2) 16 (3.4)
STK 03 (26.8) 10 (83.8) (56) (248) 32 (11.8) (18.3) (27.5)

Source: Company data, KISVN
*Note: “Turnaround”: rebound to positive NPAT-MI after yoy losses;




Fig 16. 2Q24 aggregated revenue
listed T&G enterprises
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2. 2Q24’s T&G business performance

In our collection, 2Q24 aggregated revenue and NPAT-MI of 11 listed T&G
companies soared by 9.1% and +109% yoy, respectively. The impressive
business results were attributed to:

The low base effect of T&G companies in 2Q23. Especially, VGT (the
largest enterprise) strongly surged vs. the losses (VND82bn vs. the
losses of VND46bn in 2Q23) thanks to the resurgence of core business.

o T&G export orders gradually return after economic headwinds have

passed and the strong clearance of inventory during 2023.

e T&G companies’ margin expanded (Figure 18) thanks to processing

prices for textiles have improved yoy. For example, TNG stated its
processing prices for textiles increasing by +5% yoy in 2024.

Fig 17. NPAT-MI surged +109% yoy
thanks to low base effect

Fig 18. Margin of these companies
also widened in 2Q24
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Specifically, we follow three T&G companies’ business performance as TNG,
TCM and MSH:

TNG - Top performer in sector

In 2Q24, TNG recorded a revenue of VND2,174bn (+8.7% yoy) and a NPAT-
Ml of VND86.4bn (+51.5% yoy). The 1H24 export orders were stimulated by the
Olympics Paris 2024. Besides, the soar of NPAT-MI was supported by higher
gross margin (GM), posting to 16.5% (+4.4%p yoy/ +1.5%p qoq). Per company
explained, the GM improved thanks to more efficient operation in 2Q24 that
lowering COGS, alongside, prices of processing order inched up.

TCM — Business results strongly revived

In 2Q24, TCM posted a revenue of VND847bn (+18.5% yoy) and a NPAT-MI of
VND71bn (+36.8x yoy). TCM’s GM reached at 18% (+4.7%p yoy/+1.2%p qoq).
The resurgence could be attributed to TCM’s clients in Asian markets
(accounting for 75% of total revenue), which bounced back better than others.
Per BOD view, TCM has received 90% orders capacity for 3Q24F and 75%
orders capacity for 4Q24F. Therefore, we believe this recovery trend could
remain in 2H24F.




MSH - Core business has not showed an obvious improvement

In 2Q24, MSH posted a revenue of VND1,333bn (-13.5% yoy) and a NPAT-MI
of VND92bn (+20.8% yoy). GM sat at 13.7% (+0.8%p yoy). Although revenue
decreased, NPAT-MI still recorded an increase due to the contribution from
financial operating profit (VND40.2bn, +67% yoy). In general, we assess that
the core business of MSH was still moderate.

3. 2Q24’s F&Y business performance

In our collection, 2Q24 aggregated revenue of 2 listed F&Y (ADS and STK)
companies retreated by -22.9% yoy and NPAT-MI recorded losses (VND49bn).
These results are consistent to the decrease in F&Y export in 2Q24.

The average selling prices of F&Y products (Including: cotton, polyester yarns,
figure 22, 23) were dragged on due to (1) weak demand for yarn due to bleak
textile and apparel orders prospects, and (2) intense competition. As a result,
GM of these companies kept sliding in 2Q24.

Fig 19. 2Q24 aggregated revenue Fig 20. NPAT-MI recorded big Fig 21. Lower selling prices which
of 2 listed F&Y enterprises losses due to the losses of STKin were one of the main reasons

slumped by 22.9% yoy 2Q24 weighing on margin
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Figure 22. F&Y export prices remain at a low level

Figure 23. Polyester prices (Virgin & recycled yarn)
are also less catalyst for growth
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Specifically:

ADS (main products: cotton yarn) — Glimmer Chinese consumption
impacted on sales

In 2Q24, facing to the bleak cotton yarn export to Chinese market (key market
of ADS), its revenue plummeted to VND391bn (-20.7% yoy). Alongside, cotton
prices are traded at low level that suffered ADS’s GM in 2Q24, posting to 6.4%
(-5.2%p yoy). As a result, NPAT-MI was VND6.4bn (-74.3% yoy). Notably, the
positive NPAT-MI was supported by other gains from asset sales; without this
item, ADS could have recorded losses in 2Q24.

STK (main products: polyester yarn) — Facing to many obstacles

In 2Q24, In the context of weak demand, STK has experienced both a decline
in sales. Consequently, a revenue recorded to VND303bn (-25.6% yoy), and
GM of STK sat at 3.2% (-11.6%p yoy/ -8.9%p qoq) due to (1) higher depreciation
costs of shutdown machine (2) Lower price gap, per BOD view. Besides, STK
also recorded the losses of realized and unrealized FX in 2Q24 (VND67bn).
Therefore, NPAT-MI steeply slumped by 2.5x yoy, posting a loss of VND56bn.

Figure 24. % completed revenue and NPAT of our following listed enterprises in textile industry

Company
T&G THG
TCM
MSH
F&Y ADS
3T

Revenue NPAT-MI % Guidance
1H23 1H24 +I_Yo¥Y 1H23 1H24 +-YoY Revenue NPAT-MI
3,334 3,527 5.8 101 128 27.4 447 414
1,591 1,781 11.9 56 134 136.8 48.0 83.0
2,179 2,104 (3.5) 111 144 30.3 40.5 48.0
789 781 (0.9) 38 14 (61.9) 26.2 16.3
95 569 (18.2) 39 (65)  (240.2) 21.1 -

Source: Company data, KISVN

4. 3Q24F - Export prospects are expected to be more vibrant

In 3Q24F, we expect that global fashion products demand could on the recovery
path, thereby supporting business results in both T&G and F&Y exporting
enterprises.

For T&G enterprises, these companies could partially benefit from the
unrest in Bangladesh (Vietnam's main competitor in T&G outsourcing).
Therefore, we believe that customers gradually consider shifting orders
from Bangladesh to countries with similar production costs, including

Vietnam.

For F&Y enterprises (ADS, STK), we believe the worst could pass in
3Q24F as yarn sales volume (including cotton and polyester) recovers
due to a demand revival from downstream. However, we believe growth
could not surge strongly in the short term, as demand for discretionary

products still needs time to recover fully.

However, we believe growth could not surge strongly in the short term, as
demand for discretionary products still needs time to recover fully.
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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
that receive this document by their acceptance thereof 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 Korea Investment & Securities,
Co., Ltd. or its affiliates. Pursuant to Rule 15a-6(a)(3), any U.S. recipient of this document wishing to effect a transaction in any securities
discussed herein should contact and place orders with Korea Investment & Securities America, Inc., which accepts responsibility for the
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
an invitation or inducement, it is directed only at (i) persons who are investment professionals within the meaning of Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) of the United Kingdom (the "Financial Promotion Order"); (i)
persons who fall within Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order;
and (i) 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).

Copyright (© 2024 KIS Vietnam Securities Corp. All rights reserved. No part of this report may be reproduced or distributed in any manner
without permission of KIS Vietnam Securities Corp.
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