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AGRIBUSINESS 

Potential impact of global food prices hike on Vietnam 
producers   

 Global food prices rise for 10th month in a row. 

 Rice exporters and sugar producers are likely key winners, in our view. 

 Our stock picks under this theme are QNS, LTG, DPM, and DCM.  

Global food prices rise for 10th months in a row 

According to the Food and Agriculture Organization (FAO), the global food price 
index surged 2.1% mom in Mar and reached its highest level since June 2014. 
Supply side disruption, stockpiling and the weakening US dollar could be 
attributed to recent uptick in food prices. This uptrend is expected to keep on 
climbing due to: (1) adverse weather threats the crop outlook in 2021; (2) the 
robust demand fueled by the stronger-than-expected recovery of China. 

Rice exporters, sugar and fertiliser producers are likely key winners 

We observed that Vietnam rice and sugar prices have rallied 18.6%/31.8% ytd 
following the global food price hike. Thus, we expect rice and sugar producers 
to enjoy higher GM across the board in upcoming quarters. Additionally, sugar 
producers will benefit from the tailwind of new Decision on the anti-dumping tax. 
Other potential indirect beneficiaries are fertiliser producers since demand is 
growing as farmers tend to take advantage of food prices uptrend. 

However, there is potential negative impact for dairy, animal feed, edible 
oil, and meat producers 

Most of Vietnam producers have to import whole milk power, cereal and oil for 
dairy, animal feed, and edible oil business. Thus, we believe these producers 
will face challenges on higher material input cost. Animal feed price hike is 
negative to meat produces meanwhile swine price is forecasted to soften about 
19% yoy in 2021 from African swine fever level. 

Our stockpicks under this theme are QNS, LTG, followed by DPM and DCM 

We favor LTG and QNS as they are self - sufficient for raw materials input and 
could enjoy higher selling price. We believe LTG is well - positioned to take 
advantage of the upward price trend since its sales volume is secured by its 
annual orders coming in Feb, Jun, and Sep. Though higher soya price is slightly 
negative to QNS, the company could enjoy the twin tailwinds of new Decision 
on anti-dumping tax of Thailand imported sugars and the sugar price hike. We 
expect the negative impact of higher crude oil prices and positive impact of 
increase fertilizer demand will partially cancel each other out, leaving a small 
positive impact for DCM and DPM.  

Figure 1: Global food prices rise for 10th month in a row 
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KEY CHARTS   

The Vegetable oil price Index rose 8.0% from the 
previous month to hit a nearly 10-year high, driven 
by higher price of palm, soy, sunflower oils. 
International palm oil prices registered a tenth 
consecutive monthly increase as concerns over 
tight inventory levels in major exporting countries 
together with a gradual recovery in global import 
demand. Meanwhile, soy oil prices rose sharply, 
largely underpinned by prospects of firm demand, 
especially from the biodiesel sector.  

 

 
     Source: Index Mundi, FAO, VND RESEARCH 

International butter prices rose, mainly 
underpinned by somewhat tight supplies in Europe 
due to a slow start to its milk production season and 
increased internal demand in anticipation of a 
foodservice sector recovery. Milk powder prices 
also rose, supported by a surge in imports from 
Asia, especially China, due to concerns over 
possible short-term sourcing challenges amidst 
seasonally declining milk production in Oceania 
and scarce shipping container availability in Europe 
and North America.  

 

 

 
     Source: Global Dairy Trade, FAO, VND RESEARCH 

According to the USDA, China has increased its 
wheat and maize imports at an estimated high of 
8.5 million tons and 16.5 million tons in crop year 
2020/21, respectively, to serve re-herds activities 
with large pig herds after the African Swine Fever. 
We believe this was the main reason pushing the 
cereal price soaring in eight consecutive months.  

 

 

 

     Source: Index Mundi, FAO, VND RESEARCH 

Sugar prices are being supported by the 
expectation of a global economic recovery thanks 
to COVID-19 vaccine and low supply in Thailand 
and Brazil. In crop year of 2020/21, Thailand's 
sugar production is expected to drop to 70m 
tonnes from its target of 75m tonnes due to 
drought and a decline in sugarcane plantations 
due to the effects of the COVID-19 pandemic. On 
the other hand, Brazil is also experiencing drier 
weather conditions than usual, leading to a 
decline in sugar production in the new season.  

 

 

 

     Source: ISO, VND RESEARCH 
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Figure 4: Potential impact of global food prices hike on Vietnam agribusiness 

 
NOTE:  = “Positive”,      = “Negative”,    = “Neutral”  

   Source: VND RESEARCH 
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Related 

stocks

Potential 

impact
Specific implications for the companies under coverage

Rice business LTG & TAR

The global pandemic has forced many countries to increase their food reserves, especially 

rice. Therefore, the supply is showing signs of tightening in rice exporting countries and the 

importing countries are also boosting import as a backup, thus pushing up the rice price. We 

believe that the continued upward momentum in rice prices will help Vietnamese businesses 

in the rice industry to benefit from low-priced inventories. Specifically, for LTG, the company 

has fixed domestic and international orders in February, June and September annually, thus 

we expect the global rice price increase will brighten the company's export  outlook and 

improve rice segment margin. Besides, in 2021, LTG will focus on export orders to the EU 

with aromatic rice namely Jasmine 85 to enjoy the 0% of tax incentives under EVFTA. 

Sugar production
QNS, SBT, & 

SLS

The International Sugar Organization (ISO) forecasts that the world sugar market in the 2020-

2021 crop year will change from oversupply to undersupply with a shortage of 3.5m tonnes. 

Therefore, global sugar price will continue to increase in 2021. In our view, sugar producers 

like QNS can take advantage of the sugar price upward trend and expand GPM of its sugar 

business as QNS has the second largest scale in sugarcane materials for sugar production. 

Meanwhile, anti-dumping tax on Thailand sugar will reduce competitive pressure on the 

company and raise selling price. On the contrary, the soymilk business will be affected by 

the recent high soybean price, thus narowing the GPM in soymilk segment as the rising in 

material cost cannot be fully converted into selling prices.

Fertilizer DPM & DCM

The strong growth in global gas price increases fertilisers' costs of goods sold, leading to the 

recent spike of fertilizers prices (+30% ytd). Fortunately, the higher food prices provide 

farmers affordability of the increased fertilizers prices. 

Edible oil
KDC, TAC, & 

VOC

The sharp increase in global oil price will raise the material cost of KDC's edible oil segment, 

there by narrowing these segment's GPM. We believe KDC's oil business (TAC & VOC) with 

experience in managing raw material costs, successful contract negotiation strategies and a 

large-scale advantage (accounting for 30% of market share in the oil industry) can reduce the 

impact of raw oil prices on the Group's business. Specifically, TAC increased inventories to 

VND901bn (+ 61% yoy) and KDC inventories increased to VND1,210bn (+ 36% yoy) by the 

end of 4Q20.

Dairy production VNM

VNM is quite sensitive to milk powder fluctuation as nearly 70% of VNM's raw milk material 

are import from the US, Europe, and Oceania. Thus, we believe VNM's GPM to be affected 

from the rising global milk powder prices. However, we expect these price rally will have a 

pronounced effect on VNM's material cost in 2H21 as the company had already locked in 

milk powder prices (which nearly flat yoy) for production up to June 2021 at the end of 2020. 

Animal Feed 

prodution 
DBC & MML

Since Aug 2020, there has been a brutal increase in input material prices as corn price 

increases 45% yoy and soybean increases 50% yoy. The main reason for the sharp 

increase in input price is the sudden surge in feed demand from China as their pig herd size 

recovered from the ASF.  We expect input price to remain at a high level as production 

demand in countries will recover from 2021. Therefore, animal feed producers like DBC and 

MML will be affected by these price surges as the rising in raw material cost cannot be fully 

converted into selling prices to compete with foreign firms.	

Meat business DBC & MML

We believe meat businesses such as DBC and MML will be affected by the feed prices 

increase meanwhile swine price is forecasted to soften about 19% yoy in 2021 from African 

swine fever level as pig herd sizes will be recovery. 

Fishery VHC

The higher food prices also push fish feed price to grow, along with the rising trend of food 

prices, leading to an increase in raw fish prices of around VND1,200/kg (+5.7% ytd). 

However, as the global shut down is still prevalent, especially for VHC's target market, its 

average selling price recovers at a slower rate from US$2.5/kg to US$2.6/kg (+3.7% ytd for 

the US market). We expect VHC's raw fish price and average selling price to be in-line, 

slightly hurting its GPM due to the time-lag between prices.
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DISCLAIMER 

This report has been written and distributed by Research Department, VNDIRECT Securities Corporation. The information 
contained in this report is prepared from data believed to be correct and reliable at the time of issuance of this report. Unless 
otherwise stated, this report is based upon sources that VNDIRECT considers to be reliable. These sources may include but are  
not limited to data from the stock exchange or market where the subject security is listed, or, where appropriate, any other market. 
Information on the company(ies) are based on published statements, information disclosure and announcements of the 
company(ies), and information resulting from our research. VNDIRECT has no responsibility for the accuracy, adequacy or 
completeness of such information. 

All estimates, projections, forecasts and expression of opinions contained in this report reflect the personal views and opin ions of 
the analyst(s) responsible for the production of this report. These opinions may not represent the views and position of VNDIRECT 
and may change without notice. 

This report has been prepared for information purposes only. The information and opinions in this report should not be considered 
as an offer, recommendation or solicitation to buy or sell the subject securities, related investments or other financial instruments. 
VNDIRECT takes no responsibility for any consequences arising from using the content of this report in any form.  

This report and all of its content belongs to VNDIRECT. No part of this report may be copied or reproduced in any form or 
redistributed in whole or in part, for any purpose without the prior written consent of VNDIRECT.  

 

RECOMMENDATION FRAMEWORK 

Stock Ratings Definition: 

 Add The stock’s total return is expected to reach 15% or higher over the next 12 months. 

 Hold The stock’s total return is expected to be between negative 10% and positive 15% over the next 12 

months. 

 Reduce The stock’s total return is expected to fall below negative 10% over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and 

the current price and (ii) the forward net dividend yields of the stock. Stock price targets have an investment horizon of 12 

months. 

  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive 

absolute recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute 

recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative 

absolute recommendation. 
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