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Textile & Garment Industry and Supply Chain:
Strengthening internal capabilities to turn challenges
into opportunities.

On October 9", 2025, Asia Commercial Bank (ACB) organized the seminar “Textile
and Apparel Industry & Supply Chain: Solutions Amid Volatility” in Ho Chi Minh
City. The event gathered representatives from the Vietham Textile and Apparel
Association (VITAS), logistics associations, and leading enterprises in the sector to
discuss therisks and challenges facing Vietnam’s textile and apparel industry in the
current global context.

Our key take-away are as below:
(1) Export performance in 9M2025 remains positive:

In 9M2025, Vietnam's total textile and apparel export turnover reached nearly USD
34.7 bn, an increase of 7.7% YoY, compared to USD 18.7 bn in 6M2025 (+12,5% YoY).
The VITAS projects that the industry’s total export value could reach USD 47 bn,
+14,1% YoY, for the full year 2025.

Within the total, USD 27.8 bn came from apparel exports, and USD 6.9 bn from fabrics,
materials, and technical textiles.

Vietnamese textile products are now exported to 138 countries, with the United
States remaining the largest market, accounting for over 45% of total export value,
while China continues to be the primary source of raw materials.

The industry faces significant opportunities but also formidable challenges amid
ongoing global trade fluctuations.

(2) Opportunities from export market diversification and productivity
enhancement

Vietnam has risen to become the second-largest textile exporter globally (USD 44 bn),
following China (USD 301 bn) in 2024.

Although the U.S. remains the largest export market and China the principal supplier
of inputs, Vietnam's textile sector is actively pursuing market diversification.
Vietnamese textile goods are currently present in 138 markets, supported by 16 free
trade agreements (FTAs) already in effect, with the number expected to rise to 22 by
2027.

Vietnamese exporters are increasingly expanding into the Middle East, Africa, and
Russia—previously overlooked destinations. Notably, the Russian market generated
USD 1bnin 2024 and USD 700 mil in the first 7M2025.

While average labor costs in Vietnam's textile industry are 40-45% higher than in
Indonesia or Myanmar, the productivity level of Vietnamese workers is proportionally
higher, maintaining cost efficiency and competitiveness—especially for FDI
enterprises.

Moreover, many textile firms are adopting advanced technologies and pursuing
green transformation across their production chains. Vietnam currently ranks
second only to China in the region in terms of production modernization,
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strengtheningits position in high-end markets with strict ESG compliance
requirements.

(3) Challenges: Five major issues facing the textile sector
Supply chain dependence: Import turnover of raw materials remained high at USD 16
bn in 9M2025, of which USD 11 bn was for fabric alone, highlighting Vietnam's
continued heavy reliance on foreign—especially Chinese—inputs.

Wage policy adjustment after provincial mergers:

Previously, Vietham's minimum wage was divided into four regions:
Region I: VND 4,960,000/month (+43,7% compared to Region V)
Region II: VND 4,410,000/month (+27,8% compared to Region V)
Region Ill: VND 3,860,000/month (+11,8% compared to Region |V)
Region IV: VND 3,450,000/month

However, following administrative mergers, many areas previously classified as
Regions llI-IV were reclassified as Regions I-ll, resulting in higher minimum wages and
increased labor costs. According to VITAS, the average breakeven cost per worker is
currently USD 32-35/day.

Compliance burden: Enterprises must comply with multiple certification frameworks
and assessment criteria from various international organizations, each differing by
market, straining corporate resources.

Capital requirements for modernization: Significant capital investment is needed to
adopt automation and green manufacturing technologies, which many firms find
difficult to finance.

High logistics costs: Domestic transportation and warehousing expenses remain
elevated, with fragmented logistics networks reducing efficiency. These high costs
directly erode competitiveness and profit margins, forcing companies to accept lower
short-term returns despite strong order volumes.

Conclusion: Turning challenges into opportunities through internal
strength

Vietnam's textile industry still holds substantial potential for sustainable growth. The
sector can further develop its supply chain, enhance automation and green
production, and shift toward higher value-added, branded, and technologically
advanced products, while expanding into non-traditional markets.

In the short term, however, enterprises must find strategies to cope with rising
logistics costs that threaten national competitiveness.

Crucially, continued support and commitment from the banking sector—through
guarantees, working capital financing, and supply chain financial solutions—will play an
essential role in helping textile enterprises access preferential credit packages for
modernization and green transformation.
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DISCLAIMER
Our Recommendation System

BUY: prospective 12 month VND total return (including dividends) will be more than 20%.

OUTPERFORM: prospective 12 month VND total return (including dividends) will be 10% to 20%.

NEUTRAL: prospective 12 month VND total return (including dividends) will be -10% to 10%.
UNDERPERFORM: prospective 12 month VND total return (including dividends) will be will be -20% to -10%.
SELL: prospective 12 month VND total return (including dividends) will be lower than -20%.

Analyst Certification(s)

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about
any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly
or indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be
aware that ACBS may have a conflict of interest from time to time.

ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative
analysis, and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other
types of research products, whether as a result of differing time horizons, methodologies, or otherwise.

Disclaimer

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties
of merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or
sell any financial instrument. Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any
affiliate, nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or
consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss,
even if notified of the possibility of such damages, arising from any use of this report or its contents. Other than disclosures relating to
ACBS, the information contained in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not
represent or warrant that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update its
opinions or the information in this report.

Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared
independently of any other interests, including those of ACBS. This report does not constitute personal investment advice or take into
account the individual financial circumstances or objectives of the investors who receive it. The securities discussed herein may not be
suitable for all investors. ACBS recommends that investors independently evaluate each issuer, securities or instrument discussed herein
and consult any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day
as aresult of changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict
actual results, which may differ substantially from those reflected. Past performance is not necessarily indicative of future results.

This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it
will be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any).

In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor shall dismiss this report
immediately otherwise it will be at his/her own risks.

ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek
advice based on their particular circumstances from an independent tax advisor. This report may contain links to third-party websites. ACBS
is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on
such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report
does not imply any endorsement by ACBS. Access to any third-party website is at the investor’s own risks, and the investor should always
review the terms and privacy policies at third-party websites before submitting any personal information to them. ACBS is not responsible
for such terms and privacy policies and expressly disclaims any liability for them.

© Copyright ACBS (2024).All rights reserved. No part of this report may be reproduced in any manner without the prior written
permission of ACBS.
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