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OPPORTUNITIES AND CHALLENGES AGRICULTURAL SECTOR VIETNAM



EXPORTS AGRICULTURAL SECTOR
T
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e Agricultural Exports in 2018 reached USD 40 BN, with a strong growth of 6% compared with previous
year

e The products with more than USD 1 BN turnover where Woods, Shrimp, Fruits & Veg, Coffee and
Cashew nuts

* While Shrimp has a diverse export destinations, 76% of Fruits & Vegetables exports go to China
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				Products		Value Exported in USD BN

				Wood and Wood Prod		8.86

				Shrimp		3.59

				Fruits & Vegetables		3.81

				Coffee		3.46

				Cashew Nuts		3.43

				Others

						23.15

				Total Exports 		40.02

				Production of Fruit & Vegetables per Ha generated an income 5 times highers compared with rice production 
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MESSAGES

Vietnam should diversify its
exports of fruit & o _ _ o
vegetables to new markets » Banks can play a critical role financing the modernization of the

with higher quality Agricultural sector
standards

_ _ _ » Agribusiness should invest in improving agricultural best practices
A BreEEEEING COmperTIEs of their core farmers and suppliers
should invest in
modernizing its processing
plants and equipment to
increase products quality

« Contract farming can be a powerful model to finance
modernization of the agricultural sector

Sourcing high quality
products should be

secured thru contract Why Ag“ Supply Chaln flnance |S

farming

not working today in Vietham

. . . . . International
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AGRI PROCESSORS IN THE MEKONG DELTA
T

Number of Agribusiness by . Rice . .
. Fruits . Fisheries
Province Mills 800
Long An 35 27 65 688 = less than 10 « There are 1,696 Agribusinesses
Tién Giang 40 20 46| 7 = from 10 -49 in the Mekong Delta,
B&n Tre 117 5 811 o = from 50-199
Tra Vinh 12 3 10 from 200 employee « 47% of agribusinesses are small
Vinh Long 24 11 281 oo - ith | than 10 |
pong Thép 35 34 48 WITh 1€sS than U employees,
An Giang A1 4 g4 a00 - 33% are medium to small size,
Kién Giang 41 6 244 10% are medium size
Cin Tho 93 48 186 | 300 - companies, and 9,5% are large
Hau Giang 13 17 22 :
e 200 companies.
ocTrang 5 4 12 139
Bac Liéu 6 6 117
o | . 0 -
Vi A 3 o5 1o e Only 15% of those companies do
Mekong delta River 466 229 1,001 o ‘ have contract farmmg In place
% of total Companies 27% 14% 59% total of 4 sector

o 70% of their products are
sourced thru traders and
aggregators
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Potential Fruits

				Vol Prod in Ton MM		2017

				Fisheries		7.28

				Fruits		4

				Vegetables		16

				Rice		5.5

				Value Exported in USD BN		2017

				Fisheries		8.3

				Frutis & Veg		3.5

				Rice		2.7

				Number of Agribusiness  by District		Fruits		Rice Mills		Fisheries		Canned Fruits		Others

				Long An		35		27		65		33		32

				Tiền Giang		40		20		46		23		23

				Bến Tre		117		5		81		41		40

				Trà Vinh		12		6		16		8		8

				Vĩnh Long		24		11		28		14		14

				Đồng Tháp		35		34		48		24		24

				An Giang		41		42		84		43		41

				Kiên Giang		41		6		244		121		121

				Cần Thơ		93		48		186		93		93

				Hậu Giang		13		17		22		11		11

				Sóc Trăng		5		4		12		7		5

				Bạc Liêu		6		6		117		59		58

				Cà Mau		4		3		52		26		26

				Mekong delta River		466		229		1,001		503		496		2,695

				% of total Companies		17%		8%		37%		19%		18%

				Exports Fisheries in USD MM		2017		%

				US		1,406.0		16.9%		49.0%

				Japan		1,302.0		15.7%														Type of Agribusiness		Fisheries		Fruits		Rice Mills

				China		1,087.0		13.1%														Sophisticated		49%		11%		10%

				South Korea		778.5		9.4%														Open to Upgrade		16%		19%		25%

				Netherlands		303.6		3.7%														Focus on Low Quality Mkts		35%		70%		65%

				UK		282.5		3.4%														Total		1001		466		229

				Others		3,156.4		38.0%

				Total		8,316.0		100.0%																0.16		0.19

Hans Dellien: Hans Dellien:
		0.25

Hans Dellien: Hans Dellien:


						5,159.6

																										100%

				Fruit Exports in USD MM		2017		%

				China		2,646.0		75.6%														Type of Agribusiness		Fisheries		Fruits		Rice Mills

				Japan		127.4		3.6%		11.0%												Sophisticated		490		51		23

				US		102.9		2.9%														Open to Upgrade		160		89		57

				Sout Korea		90.6		2.6%														Focus on Low Quality Mkts		350		326		149

				Netherlands		63.4		1.8%														Total		1,001		466		229

				Others		469.7		13.4%

				Total Exports		3,500.0		100.0%

						3030.3

						3500

				Rice Exports in USD MM		2017		%

				China		1,080.00		40%

				Philippines		251.10		9%

				Others		1,368.90		51%

				Total		2,700.00		100%

						1,331.10



						2,700.00

				Rice Type		USD MM		%

				Fragrant Rice		594.00		22.0%

				White Rice (10-25% broken)		1,755.00		65.0%

				Other		216.00		8.0%

				Broken		135.00		5.0%

				Total		2,700.00		100.0%



Tons Produced in MM - Year 2017
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Example Sohisticated

				Companies		Revenues VND BN/ Year		Prod Year / Tons		Suppliers				Interested in VCF		Amount in VND MM		No of farmers		Invest. Equip.up-grade 		Amount VND MM

										Traders		farmers

				Dong Thap: Paddy seeds		53.0		5,000		20		1,280		yes		1,200		100		Transplanting machine		1,200

																				Electronic scale 		1,000

																				Cold storage		300

				Eco Tiger / Organic Rice		360.0		1,200		- 0		200		yes		7,000		800		Rice drying machine		600

				KimNhung Co: Fresh Fruit Exports		1,250.0		31,300		10		ND		yes		ND		10		Hot water spray		500

																				Washer & dryer fans		650

																				Prefinance traders to secure fruits

				Good Life Co		100.0		1,240		- 0		25		yes		300		10		Fruit puree machine		45,000

				Mekong herbal / Hydroponic		64.0		800		- 0		- 0		no		- 0		- 0		IQF Tunnel freezer		2,250

																				freeze sotrage		1,125

																				Opening 30 stores / cost per store		3,000

				Lavifood		USD 30M		ND		60%		20%		yes		ND		ND		New processing plant		USD 30

																				Cold warehouse		USD 15



				Companies		Revenues VND BN/ Year		Prod Year / Tons		Suppliers				Interested in VCF		Amount in VND MM		No of farmers		Invest. Equip.up-grade 		Amount VND MM		Plus Tech Advice

										Traders		farmers

				Vinh An: Freeze Dried Fruits		17.0		20		20				no		- 0		- 0		Future equip up-grades, cold storage, relocation		ND		Needs support marketing strategies for open high quality markets

				Nam-Huy: Vacuum Fried Fruit		36.0		360		80		20		no		- 0		- 0		Automatic pakaging belt		1,700		Support on standards to increase product quality

																				Hot dry equipment		400





Portfolio Projections

				Number of Agribusiness  by Province		Fruits		Rice Mills		Fisheries

				Long An		35		27		65						Type of companies		# of Companies		Target Mk 20%		Avg Loan sizeVN 000		Portfolio outstanding in VND 000

				Tiền Giang		40		20		46						FRUITS

				Bến Tre		117		5		81						Sophisticated		51		10		5,625,000		57,667,500

				Trà Vinh		12		6		16						Open to Upgrade		89		18		2,700,000		47,811,600

				Vĩnh Long		24		11		28						Focus on Low Q. Mkts		326		65

				Đồng Tháp		35		34		48						FISHERIES

				An Giang		41		42		84						Sophisticated		490		98		7,875,000		772,521,750

				Kiên Giang		41		6		244						Open to Upgrade		160		32		4,050,000		129,729,600

				Cần Thơ		93		48		186						Focus on Low Q. Mkts		350		70

				Hậu Giang		13		17		22						RICE MILLS

				Sóc Trăng		5		4		12						Sophisticated		23		5		4,050,000		18,549,000

				Bạc Liêu		6		6		117						Open to Upgrade		57		11		1,800,000		20,610,000

				Cà Mau		4		3		52						Focus on Low Q. Mkts		149		30

				Mekong delta River		466		229		1,001		1,696

				% of total Companies		27%		14%		59%						TOTAL PORTFOLIO in VND BN								1,046,889,450

																Number of Agribusinesses				174

				Type of Agribusiness		Fisheries		Fruits		Rice Mills

				Sophisticated		0.49		0.11		0.1

				Open to Upgrade		0.16		0.19		0.25

				Focus on Low Quality Mkts		0.35		0.7		0.65

				Total		1001		466		229





technologies potential



						Assumptions

				Vegetables		Area		Conumption / Mo HCMC

						300,000 Ha		60,000 Tons



				Technologies		# of Units		Market target 10%		value / Unit		Potential Portfolio in VND 000

				Greenhouse		300 Ha		30		8 BN / Ha		2,400,000,000

				Automatic Irrigation		18,900 Ha		1890		40 MM /Ha		75,600,000

				Drip Irrigation		8,775 Ha		877.5		180 MM/ Ha		157,950,000

				Smart Irrigation		1,980 Ha		198		1.2 BN/Ha		237,600,000

				Hot Drying		79		8		900 MM		7,200,000

				Cold drying		236		24		600 MM		14,400,000

				SUN Drying		1181		118		200 MM		23,600,000

				Cold Storage		95		10		300 MM		3,000,000

				Sorting and packaging		20		2		220MM		440,000

				Washing		20		2		150 MM		300,000

				TOTAL FRUITS AND VEGETABLES								2,920,090,000



				Rice		Area				Prod TN

						4.2 MM Ha				25 MM

				Technologies		# of Units		Market target 10%		value / Unit		Potential Portfolio in VND 000

				Rice Harvesters		1,138		114		380 MM		43,320,000

				Straw collector		1,138		114		316 MM		35,960,800

				Total Rice								79,280,800







Tech dealers

				Type of Technlogy Dealers		Type of Equipment		Sales VND / Year		Area of operation		Type of client		Avg Selling price in VND		Impact on Energy Use		Imapct on labor		Impact on Yield		Type of Collaboration with the Bank		Number of Clients

				Sun Tech Company		Sun dryers		5 BN		Mekong Delta		Med		600M		Reduce Energy use, save 3MM / ton		Reduce use of labor 2 workes needed instead of 20				Introduce  clients to the bank		9

				Netafim		Drip irrigation		150 BN		Mekong Delta, Central Highlands		Large		25 MM/ Ha		Water savings 30%-50%, protect soil quality		reduce labor 50%		Increase yields 30%		Introduce  clients to the bank		400

						Green house								5 BN / 10 ha								Work with NGO to train farmers

																						Design loan products to finance tech

				Khang Thinh Drying		Convective dryer		100 BN		Mekong Delta, Central Highlands		Small to large clients		600M		Use energy		Reduce labor		NA		Introduce clients to the bank		200

						Heat pump drier								800M								market and educate clients with new technologies (freeze drying)

						Infrared dryer								700M

						Freeze dryer								6 BN

						Drip irrigation

				Type of Technlogy Dealers		Type of Equipment		Sales VND / Year		Area of operation		Type of client		Avg Selling price in VND		Impact on Energy Use		Imapct on labor		Impact on Yield		Type of Collaboration with the Bank		Number of Clients

				Nha Nguyen Greenhouse		Poly membrane greenhouse		180 BN		Central highlands and Mekong Delta		Med and large		$15-30/m2 GH		reduce water use 35%, reduce disease and pesticide use 90%		reduce labor 50%		Increase 30%-50%		Introduce clients to bank		300

						Net Greeenhouse																Market technologyy solutions to clients

						Glass Greenhouse																Use greenhouse and collateral, company can sell back those to new clients

				Phan tan: Rice Equipment		Rice harvesters		100 BN		Mekong Delta		Med to large		380M				Reduction 30 workers / machine		reduce losses to 3%		Introduce clients to bank		250

						Straw collector								320M		reduce burning of straw 1 MM / ha				Increae income 4 M / Day		market and promote bank among clients

						Dryer, transporter								100M

				Thain Goctuan Storage 		Cold Storage EU equip		300 BN		Mekong Delta Central Highlands		Big Firms		15 M / hp						3-%-50% loss reduction		Introduce clients to bank		300

						Cold Storage HQ Chines Equip						Med Firms		12 M/hp								Market banks loans among clients

						Cold Storage LQ Chinese Equip						Small Firms		9 M/ hp





Summary tech D
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Summary AgB interview

				Agribusiness Plans 		Number

				Companies Interviewed		24

				Companies planing to borrow money next year for production purposes		19

				Companies not interested in working with ABBank		3

				Companies interested in financing working capital		8

				Companies interested in financing new equipment 		7

				Companies interested in buying land and expanding processing plants		4

				Companies interested in collaborating with the bank to finance its suppliers		16






FINANCING MODELS IN RURAL AREAS

New digital financial services and non

Farmers access to financial services

* Informal lending: 80% of subsistence farmer

o Supply finance (Input dealers): 30% of semi-
commercial and commercial small farmers

* Fintech and e-commerce platforms: ND

e Banks: 5% to 10% of commercial small
farmers including value chain finance

e Microfinance Institutions: 20% of
commercial small farmers

e Rural Cooperatives: 30% of commercial
farmers

Source CGAP: Small Holders Families Data Hub

financial services in rural areas

Digitizing
value
chains

Building
Ecosystems

Mobile
payments

<

<

<

-~

e Digital record: sales and production
costs

e Product quality and volume
e Product traceability

e E-commerce

= Access to price and weather
information

e Digital applications: Technical
advice

e Seeds Insurance

e E-wallets
e Remittances

e Top up

THESE TECHNOLOGY INNOVATIONS WILL
HELP INCREASE THE FINANCIAL FLOWS TO
THE AGRICULTURAL SECTOR




REGULATORY FRAMEWORK
T

Vietham Government has approved a Civil Code to secure

obligations with different instruments:

» Pledge, mortgage, deposit, Security collateral, escrow account, retention of title,
guaranty, pledge of trust and retention of property

The government also has created a Collateral Registry to
enable registration and monitoring of all obligation instruments

What is required to promote the use
movable assets to finance the agricultural
sector with supply chain finance models

Confidential & for IFC Staff Only Working Draft — Discussion Paper Only



AGRI SUPPLY CHAIN FINANCE RELEVANCE



AGRICULTURAL SUPPLY CHAIN FINANCE IS A ZERO-SUM GAME FOR ALL PARTIES: SME,
CORPORATES AND BANKS

“Supply Chain Finance is defined as the use of financing and risk mitigation practices and techniques to optimise the management of
the working capital and liquidity invested in supply chain processes and transactions. SCF is typically applied to open account trade
and is triggered by supply chain events. Visibility of underlying trade flows by the finance provider(s) is a necessary component of
such financing arrangements which can be enabled by a technology platform.”

ICC Banking Commission «Standard Definitions for Techniques of Supply Chain Finance», March 2016

Agribusinesses want

to pay later

e Conserve their working capital

» Reduction of supply chain
disruption

* Improve supplier relationship

Farmers want to

get paid earlier

e Improve cash flow
* Reduce financing costs
» Gain on-demand pool of

liquidity

ADVANTAGES FOR ALL PARTICIPANTS

o Agribusinesses: improve working capital and -
increase stability of the value chain

e Farmers & SME: get access to finance and
better financing terms .

the

e Government: increase market

transparency

Banks: get an opportunity for earn additional
revenue and better visibility of transactional
operations

FinTechs: increase the use and utilization of
the technology platforms



SUPPLY CHAIN FINANCE PROVIDES COMPLETE TRANSPARENCY OF THE
FINANCIAL, PHYSICAL AND INFORMATION FLOWS

||||
oy \J Ny, \_____44_——“/ S

— —=4 —

Financing the procurement side of the corporate business Financing the sales and distribution side of the corporate business
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THERE ARE MULTIPLE SCF PRODUCTS THAT BANKS CAN
CONSIDER DEPENDING ON THE MARKET DYNAMICS

Market Size IT Requirements Risk Mitigants

Reverse Factoring high high Sale of approved invoice only, irrevocable
undertaking from Corporate

Purchase Order medium-high high medium Trading and performance history, Corp

Financing guarantee, Loss sharing

Distributor Finance very high high medium-high  Diversification, Corp ‘stop supply’, first loss,

credit insurance wrap

Invoice Discounting high medium-low medium-high  Diversification, Recourse, first loss
Reverse Factoring - enables Anchor’s Suppliers to have | Distribution Finance - enables Anchor’s Distributors to
their invoices paid immediately at affordable cost. | i take longer to pay whilst ensuring Anchor is paid
PO Finance - enables Supplier to obtain financing at i i immediately, increasing both their cash positions.

time of Purchase Order
Invoice Discounting - financing against existing
invoices

Aggregators

Distributors
(SME)

(SME)




AGRI SUPPLY CHAIN FINANCE: DESIGN AND IMPLEMENTATION

PROCESS
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IFC OFFERS MARKET LEADING SOLUTIONS AT
EACH STAGED OF SCF PROGRAM EXECUTION

STAGE 1

Need ldentification

STAGE 2

Market Sizing

STAGE 3

Product Program Design

STAGE 4

Process Automation

STAGE 5

Pilot Design

STAGE 6

On boarding

Competency Assessment Framework
Maturity matrix & benchmarking
Regulatory/legal due diligence

Market revenue pool sizing
Portfolio linked opportunity sizing
Sector linked physical, information, financial SC mapping

Product program structures & templates
Credit underwriting standards, scoring and portfolio management
Documentation with Corporate and SMEs

Process design and existing technology performance assessment

Option analysis with knowledge sharing on available 37 party
platforms

Proof-of-concept; -RF>,- selection matrix; vender cecumentation

Design criteria for Corporate selection

Pitch books for Corporates, Economic Value Added tools

Pilot Program Design and KPI framework

Corporate (anchor) onboarding program for scalability
SME customers onboarding program design
Implementation Support (training, marketing, trouble shooting)



PROCESS AUTOMATION AND PILOT DESIGN

STAGE 4 llllllllllllllllllllllllllllllllllllllllllllllllllllllllll
Process Automation

= Process design and existing technology performance assessment
= Option analysis with knowledge sharing on available 37 party platforms
= Proof of concept, RFP, selection matrix, vendor documentation

_ _ ST = Design criteria for Corporate selection
Pilot Design = Pitch books for Corporates, Economic Value Added tools
» Pilot Program Design and KPI framework

ST/ = Corporate (anchor) onboarding program for scalability

On boarding = SME customers onboarding program design
» Implementation Support (training, marketing, trouble shooting)




SCF TECHNOLOGY IS KEY, BUT NOT THE ONLY SUCCESS FACTOR OF
THE SCF PROGRAM

Example of Reverse Factoring through the technology platform

Supplier

Supplier sends invoices to the buyer

BT

Buyer uploads approved Supplier views receivables online

L SCF and can offer to sell them before
invoices to the SCF .
platform Platform maturity for early payment
At maturity date, buyer’s clearing Bank receives and reviews early
account is instructed to by SCF payment request and offers
platform to pay supplier or the financing to the supplier based on

bank (if receivable was sold for buyer’s risk profile
early payment)
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