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A new blow to the global supply chain

Pressures mount on the maritime transport industry

Since December 15, 2023, the Houthi movement in Yemen has launched over 100 missile and drone
attacks on ships in the Red Sea. Some major shipping companies such as Hapag-Lloyd, MSC, CMA

CGM,... have temporarily suspended operations on the shipping route through the Red Sea. These
attacks have posed a threat to maritime security and global trade.
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After the COVID-19 pandemic, global supply chains are almost back to normal. However, tensions in
the Red Sea have raised concerns about the risk of global supply chain disruptions. The Shanghai
Container Freight Index (SCFI) has now increased by up to 70% from the beginning of December.

The current situation can be compared to the port congestion period in 2021-2022 (the period of the
Ever Given accident that took place in 6 days). However, we assess that there are some differences at
the present time:

- The cost of fuel and insurance has increased, while port congestion typically leads to increased
container storage costs. According to a report by Marsh, shipping insurance for Red Sea transit has

increased by an average of 20% compared to the container ship Ever Given was stranded in the Suez
Canal in March 2021.

- Delivery time stability: Rerouting typically provides more stable delivery times than port congestion.

Maersk said it has temporarily suspended all voyages through the Red Sea for 48 hours following the

attack on December 31, 2023. Evergreen and Hapag-Lloyd will diverting theirs ships away from the
Red Sea.

(¥) Global Supply Chain Pressure Index (GSCPI): The Global Supply Chain Pressure Index (GSCPI) is a tool developed by the Federal Reserve Bank of New
York to measure pressure on global supply chains.

This document is provided for information purposes only. Any forecasts, figures, opinions and strategies set out are based on certain
assumptions and current market conditions and subject to change without prior notice. All information presented herein is considered to be
accurate at the time of production, but no warranty of accuracy and no liability in respect of any error or omission.
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The latest news reports show that the number of ships passing through the Suez Canal has fallen by
about a third from normal levels in recent days. Tensions in the Red Sea have forced major shipping
companies to reroute, and it is expected that more ships will go around the Cape of Good Hope in

South Africa. This route is about 16,000 km longer than the route through the Suez Canal and will add
an additional 3-4 weeks of travel time.
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According to a study by Fitch Ratings, the extended travel time will reduce the capacity of the global
fleet by 10-15% compared to normal period. The current rate of inactive container ships is still at an
average level, around 4.3%. This rate is still higher than the 2021 period due to the low current
demand for goods and the oversupply of containers.
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In the short term, we believe that the situation in the Red Sea will address the oversupply of
containers. In the medium term, if the disruption persists, this will have a significant impact on the
supply-demand balance of container shipping, with the risk of pushing up container freight rates.
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Domino effect on the energy market

The Suez Canal is one of the most important shipping routes for energy transportation. According to
the U.S. Energy Information Administration (EIA), about 5% of the world's crude oil, 10% of petroleum
products, and 4-8% of LNG transported by sea pass through the Suez Canal. In which, about 25% of
LNG exports from the Middle East also use this route, mainly to supply gas to European customers.

QOil prices have risen more than 8% and surpassed $80 per barrel in just one week due to concerns
about attacks by Houthi rebels in Yemen targeting oil tankers passing through the Red Sea. On
December 18, 2023, the oil giant BP announced that it had suspended all oil shipments through the Red
Sea, following attacks by Yemen's Houthi rebels.
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According to Goldman Sachs estimates, the main alternative route to the Red Sea, which goes around
Africa via the Cape of Good Hope, will add about two weeks to the journey, potentially increasing freight
rates by up to 1 USD/barrel for crude oil and 4 USD/barrel for refined products. According to data from
insurance broker Willis Towers Watson, the additional insurance premium for war risk has increased from
0.1-0.15% to 0.2% of the value of the ship, up from 0.07% previously.

We assess that any disruption to oil transportation through the Red Sea could lead to higher oil prices.
This is due to limited supply and concerns about escalating tensions in the Middle East.

We note that security issues in the Red Sea threaten supply chains and drive up oil prices, both of
which contribute to rising inflation.
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Red Sea’s mixed impact on Vietnamese import-export and oil and gas
enterprises

< Import and Export Enterprises:

We note that export enterprises to the European region and the East Coast of North America are the
group affected by the change in transportation routes.

For listed seafood and textile enterprises: we believe that they will be less affected, transportation
costs account for less than 5% of total operating costs (even in the year of peak freight rates).

& Logistics enterprises (transportation):

The disruption in the Red Sea has led to higher freight rates, with shipping companies set to benefit in
the short term. We have a positive assessment for the group of shipping companies, including HAH
specialized in container transportation, VOS, VNA specialized in international dry cargo
transportation,...

<& Oil and gas enterprises:

The tense situation in the Red Sea continues to support rising oil prices. High oil prices have a positive
impact on upstream companies, oil refining companies, and oil transportation companies. Some
notable companies are as follows: PVS, PVD (upstream segment); BSR (oil refining); PVT (oil/gas
transportation).

General Info Key financial ratio Forecasted business Valuation 24F
results for 2024
No.  Ticker Sector Mkt. cp TP (¥) Upside | GPM  ROA  ROE NPAT NPAT | pjg P/B
Cap (VND)  (VND) (%) %) TIM  TIM growth | ) )
(VND %) %) (% Yo¥)
bn)
1 VHC Fishery 14,297 63,700 88,580 394 10.6 8.7 131 1,782 48.0 13.6 2.3
2 ANV Fishery 4,186 31,450 54,600 73.6 7.7 2.7 5.1 840 630.4 5.9 1.4
3 FMC Fishery 2,978 45,550 65,800 44.4 10.3 8.6 14.2 348 16.7 9.8 1.3
4 STK Textile 2,441 25,950 38,800 495 14.7 43 6.3 227 59.8 10.4 1.7
5 HAH Pot 4062 | 38500 49000 272 232 98 200 727 242 | 53 11
services
6 PVS Oil&Gas 18,306 38,300 42,500 10.9 4.3 3.3 7.1 1,137 271 18.7 1.4
7 BSR Oil& Gas 58,289 18,800 20,700 10.1 1.9 9.8 14.6 4,213 -47.6 15.6 1.0

(*) Target price (fair value) for the next 12 months under normal conditions. We will update the valuation of the aforementioned businesses
if the disruption in the Red Sea persists, causing a serious impact on business results.

Source: Fiinpro, Shinhan Securities Vietnam
Data as of 04/01/2024
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