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Methodology and objectives of this report

This report is aimed as a tool for both buyers and suppliers to assess and compare the
advantages and challenges of sourcing and manufacturing apparel in the Southeast Asian
countries of Cambodia, Vietnam and Myanmar. just-style has chosen to focus on these
three countries as we believe they are the most strategically important and interesting
countries across the region.

Cambodia’s garment industry has a huge impact on its population and makes up 80% of
its exports. This is one of the most important sectors for the country as it's viewed as a
low cost destination in Southeast Asia. Will it be able to retain its advantage with the rising
competition from its neighbouring countries?

Vietnam is one of the top exporters of apparel globally and has currently become more
interesting since signing the TPP agreement with the US and after having concluded trade
negotiations with the EU on the EU-Vietnam Free Trade Agreement (EVFTA). How will this
impact trade patterns and exports from Vietnam?

With increasing investments and strategic trade agreements, Myanmar has only recently
opened to international trade (since 201 3) and has attracted the attention of several
international brands as well as governments. What makes Myanmar so attractive and how
will Myanmar impact trade patterns in the next five years?

These are some of the key questions discussed in this strategic sourcing review.

Part 1: Background research into the three countries. Introducing the value chain approach
that just-style's author has taken to develop the 15-point sourcing criteria.

Part 2: An overview of each country and comparison of its competitiveness based on
buyer preferences and perceptions across the 15-point sourcing criteria.

Part 3: Analysis of the countries from buyer and supplier perspectives, based on costs and
comparisons at the manufacturing and investor level.

Part 4: Current and future sourcing scenarios based on each country's vendor
categorisation.
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The value chain approach to sourcing criteria

Sourcing today: where, what and with whom to produce?

These are key questions being asked constantly in the sourcing departments of the

majority of brands and retailers across the world.

Everyone is trying to get it right, to get the best value. Whether that means the lowest
price, the best fit or to source the right level of intricate hand finishing, it all depends on
the right match for each individual company. So who are the key producers and which
countries are the biggest exporters? Almost 90% of 2014's garment exports came from
just 15 countries. Of these 15 countries, 11 are in Asia. Figure 1 shows the breakdown

and share of global trade between these top 15 countries in 2014,

Figure 1: Top 15 garment exporters in 2014 (% share of global trade value)

Source: just-style analysis based on 2014 WTO statistics
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® China 3848% @ USA 1.26%
® U 2641% @ Combodic  1.10%
® Other 10.03% Pakistan 1.03%
® Bongladesh  5.07% @ Srilanka 1.01%
@ Vietnom 412% Malaysia 0.98%
@ India 364% @ Mexico 0.95%
® Turkey 344% @ Thailond 0.85%
@ Indonesia 1.58% @® Hong Kong  0.04%

With clothing exports on the rise over the last five years, the total global value of clothing
exports was recorded at approximately USS485bn in 2014. In our background research
for this report, we asked several buyers which countries they were currently sourcing from
and which of these were on their sourcing radar for the next five years. Their responses

unsurprisingly matched the trade statistics quite closely.
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SOUTHEAST ASIA STRATEGIC SOURCING REVIEW - A FOCUS ON CAMBODIA, VIETNAM AND MYANMAR

Profiling Vietham

Background

“Vietham cannot compete only on cost... we have to compete on skills

and more high-end quality, better FOB prices. Over the next five years, we
must support the implementation of the FTAs (Free Trade Agreements), work
on providing solutions for our environmental concerns with stringent waste

water treatment regulations and work on social issues together with our labour
operators.”

Mr. Nguyen Hong Giang, Secretary General of VCOSA (Vietnam Cotton and Spinning Association

Figure 8: Vietnam's textiles and garment exports, 2013-2014 (USSm)
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O Vietnam is one of the largest exporters of garments in the world and ranks 4th globally
(by value)

O There are still bottlenecks that need to be ironed out, but as a sourcing destination,
Vietnam is being touted as one of the top destinations in Asia and will undoubtedly see
anincrease in orders over the next five years

O Buyers see Vietnam as a country with political stability and reliability

O Most of the orders are FOB, and several even ODM/OEM which are carried out by big






