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MARKET REVIEW AND OUTLOOK

31-Oct-22 Unit 2020
PER X 13.9
EPS Growth % 5.6
PEG X 25
Sales Growth % 2.2
EBIT Growth % 3.2
PBT Growth % 5.8
NPAT Growth % 5.9
Net DER X 0.4
Yield % 14

Another sharp

drop as VNI fell 12.7%
on charges against
developer

The incident ignited
investor panic

Bank run controlled,
but bond- and stock-
market anxieties are
harder to manage

3Q results had no
impact on sentiment

Cloudy outlook but
exceptionally
attractive valuations

DC TOP-80 FORECASTS

The VNI fell 12.7% in Oct to 1028, and briefly touched a low of 986, following charges being
brought against senior management of one of the country’s top property developers. Average
daily turnover fell by 16% on the HOSE to $477m and by 18% on the combined exchanges, to
$517m. Foreigners sold $60m worth of equities, bringing the 10-month exodus to $79m.

The person of interest, Mrs. Truong My Lan, is the Chairwoman of Van Thinh Phat (VTP), which
has major real estate projects all over Vietham, and is a leading bond issuer. The incident
stoked investor fears about a property-sector implosion that would suck in the financial sector.

A run started on SCB, but the Government acted quickly to guarantee customer deposits there,
and the crisis was stanched. SBV also sent senior managers from SOCBs and private banks to
SCB to help it stabilize the situation. A run on corporate bonds, particularly developer bonds,
was less easy to control. Liquidity in that market disappeared, and remains non-existent, except
when issuers use cash reserves for early buy-backs. Developer stocks were hammered, with
small- and mid-cap names falling 20-40%. Banks showed a similar pattern, though a couple
majors involved in corporate bond distribution were slammed: TCB -30% and MBB -15%. The
concern is anyone involved in selling bonds will now be forced to redeem them. Adding fuel to
the fire, some brokers have reduced margin lending for certain property stocks.

Sentiment was not helped by 3Q results. Our Top 80 NPAT, adjusted for free float, rose 4.2%
yoy but fell 9.4% qoq. Banks continued to show good numbers yoy, with NPAT +52%, but their
goq posting was also negative 4.1%. Higher input costs, rising interest expenses and FX losses
wiped out robust sales growth. Commodities were hit by fluctuating global prices, with oil
retailers and refiners seeing their profit plunge, and steelmakers booking losses. Steel giant
HPG was an extreme case, recording the biggest quarterly loss in its history of $72m. This
reflected surging input costs, and translation of USD denominated debt, combined with a
downturn in sales driven by falling exports and the slowing property sector at home.

Amid restrictive monetary conditions, we maintain our cautious view on developers and
anticipate a subpar outlook for banks. Thus, we expect modest earnings growth next year.
However, valuations are close to a 10-year low: 10.7x 2022 trailing PER, and 7.9x 2023. A lot of
risk is being priced in. But it remains to be seen how much higher interest rates will go and what
sort of further crises may develop globally. And, most importantly, what the Government finally
does on financial-sector policy.
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UCITS HAVE NO GUARANTEED RETURN AND PAST PERFORMANCE DOES NOT GUARANTEE FUTURE PERFORMANCE.
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ECONOMY REVIEW AND OUTLOOK

2022 growth outlook
is constructive, but
concerns remain

Underwhelming
progress on
infrastructure, near-
static money supply

Still-weakening
currency even
though official flows
appear to be strong

Rate hikes and
incremental
depreciation will
likely continue

Fed’s pause could
ease liquidity in 1H23

ECONOMIC FORECASTS

The economy stayed on track for ca 8% growth in 2022. Industrial production increased 6.3%
yoy in Oct and retail sales climbed 20.2%. Trade was impressive as 10M exports rose 16.0%
yoy to $312.9bn, while imports were up 12.2% at $303.4bn, resulting in a surplus of $9.6bn,
compared with $0.1bn in 10M21. Nov-Dec may be less buoyant, but a full-year surplus of $7-
8bn looks feasible. Inflation ticked up to +4.3% yoy from +3.9% in Sep, so it remains on a rising
trend, but no worse than in East Asian peers. The Government wants average inflation to be a
maximum 4% in 2022 and that seems realistic. All good, but clouds are present on the horizon.

Infrastructure investment continues to fall short of targets, reflected in a 10M fiscal surplus of
nearly $10bn. Infrastructure disbursement has amounted to only $13.7bn ytd, barely 55% of the
official plan, and there is still $43bn of unspent Government money piled up at the State banks.
This compounds the contractionary policies resulting from the corporate-bond crackdown and
currency defense, with M2 up by just 3.1% ytd.

In terms of currency flow, things look robust on paper ytd, with $17.7bn of disbursed FDI, $9.0bn
of remittances and the $9.4bn trade surplus. The current account is nonetheless in deficit —
some $4.5bn ytd as of Jun. And errors and omissions were a colossal $11.4bn in 1H22, most
probably continuing into 3Q. Disbursed FDI has a large component of money that is already on-
shore, and now inflows are being offset by repatriations. Remittances are well down from last
year and are being heavily hoarded. The same is true of trade-surplus proceeds. Hard currency
is there, but it is not making its way to the SBV. So the VND staged its biggest monthly drop
since 2011, falling 4.1% in Oct to 24,842 against the USD.

To stabilize the FX market, the SBV undertook three key measures in Oct: (a) selling FX
reserves; (b) widening the FX band from 3% to +5%; and (c) lifting the VND interbank rate by
another 100 bps. The latter move has translated into a 7.5-8.0% rate on 12-month deposits,
giving positive real rates of 4-5%, which ought to help the VND. Going forward, the SBV will not
be able to rely on liquidation of reserves. Policy from here will have to be a mix of rate hikes and
incremental depreciation. If the Fed opts for a terminal 5% (or more), Vietnam will likely follow
with another 100-200 bps.

Liquidity remains tight, due to external and domestic factors, and the pressure is not over yet.
But there should be some let-up once the Fed pauses, presumably sometime in early 2023. This
will open the way for GDP to achieve the Government’s target of 6.5% growth.
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VIETNAM EQUITY (UCITS) FUND - VEF

The market lost a further 12.7% in Oct on currency depreciation, rising interest rates, liquidity constraints, and the filing of
charges against the senior management of one of Vietham’s biggest property developers, Van Thinh Phat (VTP), for
wrongdoings in the issuance of corporate bonds. Banks and property developers were particularly hard hit. And given that a
significant portion of the Fund was in these two sectors, VEF lost 15.2% for the month.

MB Bank (MBB) and VP Bank (VPB) fell 15.2% and 12.7%, respectively. Private banks fell more than state-owned banks due
to liquidity shortage, implying a higher future cost of funding and dampening earnings prospects as interbank rates briefly
soared. In terms of earnings, 3Q22 results were strong at both banks, with MBB +61% yoy and VPB +73%. Valuations are
also low with both stocks trading at FY23 PBRs of less than 1.0 on ROEs of 22.5% for MBB and 15.0% for VPB.

In property, the filing of charges against VTP management spooked investors and rumors circulated about possible
crackdowns on other developers. This, together with the credit crunch for the sector and rising rates in the economy, led to
many perceiving the most viable action would be to just dump related stocks. Property stocks themselves all fell by double
digits and the contagion effect was felt along the whole value chain spreading to steel, cement, construction, high-property-
exposure banks, etc. One of VEF’s top-10 holding in this sector, Ha Do Group, tanked -31.3% - despite solid earnings +10%
yoy from last year’s high base property booking as three new renewable power plants start operations and revenue for the
power business as a whole grew 177% yoy and contributed 62% to total revenue. In retail, a sector thought to be immune to
the corporate bond debacle, Mobile World (MWG) fell 20.1% as investors eyeballed the company’'s released financial
statements and saw $67m holding in corporate bonds (making up 18% of their total short term investment holdings) and
questioned whether there would be any default risk and possible future losses here.

The market is currently trading at all time low valuations at a PER of 7.9x 2023 earnings. But given the drop in the stock
market this year and recent policy shifts, retail investors prefer to find safer places to invest until there is positive news.

PRICE AND NAV DATA

NAV Change (%) Net Assets
NAV/Share Net Cash Std. Dev. Sharpe Ratio
Monthly YTD (% of NAV)
VEF - A 24.31 -15.2 -39.0
VEF_B 1.361.33 127 362 $229m 14.8 32.55 0.02
NAV PERFORMANCE
180
Note: VEF’s custodian bank had a holiday on 31 Oct., so the 3Y and 5Y
% TR$ - 28/10/2022 VNI returns on this chart differ slightly from the VNI returns on the VEIL 121
BVEF chart on the previous page, as they cover slightly different periods. 1222
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TOP 10 HOLDINGS (56.2% of NAV) SECTOR BREAKDOWN
F&B, 1.8%
COMPANY SECTOR VNI% NAV% CH% Div. Fin, 1.1%  Transport, 2.4%
1 FPT Corporation  Software 2.0 81 -105 Property, 22.1% Energ?’(’)k%?:% 0%
2 Mobile World Retail 1.9 7.5 -201
3 MB Bank Banks 20 74 152 Tech, 8.1%
4 Phu Nhuan Jewelry Retail 0.6 6.8 -6.1
5 VP Bank Banks 2.7 53 -12.7
6 Phu My Fertilizers  Materials 0.4 4.8 -8.7 Mat's/Res, 11.6%
7 Duc Giang Chem  Materials 0.7 4.7 -4.1 Retail, 16.4%
8 Becamex IDC Property 21 42 -125
9 Hung Thinh Land Property - 4.0 -
10 Ha Do Group Property 0.2 34 -313 Cash, 14.8% Banks, 19.7%

PLEASE READ THE DISCLAIMERS ON THE FIRST AND LAST PAGES OF THIS REPORT.
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APPENDIX 1: MACRO

Key Indicators

GDP $bn  239.5 257.1 281.4 310.1 334.4 346.6 366.1 373.3
Real GDP Growth % 7.0 6.7 6.9 7.5 7.4 29 2.6 7.8
Services Growth % 6.3 7.0 7.4 7.0 7.3 25 1.2 8.8
Agriculture Growth % 24 1.4 29 3.8 20 2.8 29 2.8
Ind'l and Const'n Growth % 9.6 7.6 8.0 8.9 8.9 3.3 4.1 8.1
Retail Sales Growth % 9.5 10.2 10.9 11.7 11.8 26 -3.8 10.8
Prices
CPI (Average YoY) % 0.6 2.7 3.5 3.5 2.8 3.2 1.8 3.5

Money, FX & Interest Rates

Money Supply M2 % 16.2 18.4 15.0 124 14.8 14.5 8.9 8.5
Average Lending Rate % 8.6 9.0 9.3 9.5 9.7 8.6 8.5 9.7
5-yr VGB % 6.6 55 4.3 4.5 1.9 1.1 0.9 3.8
VND: § $1 22,540 22,750 22,750 23,235 23,150 23,085 22,800 25,500

External Sector

Trade Balance $bn -3.5 1.8 2.1 6.8 9.4 19.1 3.3 7.4
Current Account $bn -2.0 0.6 -1.6 5.8 12.2 14.9 -4.9 1.7
Current Account/ GDP % -0.9 0.2 -0.6 1.9 3.6 4.3 -1.0 -0.4
FDI Registered $bn 22.8 24 .4 35.9 35.5 36.0 28.5 31.2 37.7
FDI Disbursement $bn 14.5 15.8 17.5 191 20.4 20.0 19.8 21.8
FX Reserves $bn 31 411 52.0 61.0 80.0 98.0 106.5 85.0

Public Debt & Fiscal Balance

External Debt $bn 80.9 914 109.2 1121 122.8 130.1 138.8 146.0
Government $bn 39.6 42.9 46.3 47.0 47.7 49.0 47.9 49.5
Enterprises (incl. FDI)  $bn 41.2 48.5 62.9 65.1 75.0 81.1 90.9 96.5

External Debt (% GDP) % 33.8 35.6 38.8 36.2 36.7 37.5 37.9 36.0

Fiscal Balance (% GDP) % -3.3 -3.0 -2.6 -2.9 -2.6 -3.4 -4.0 -5.1
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APPENDIX 2: MARKET

Key Stock Market Data

HSX HNX UPCoM Total
31-Oct-21  31-Oct-22 31-Oct-21 31-Oct-22 31-Oct-21 31-Oct-22 31-Oct-21  31-Oct-22
Market Cap ($m) 246,214 165,139 19,445 10,309 64,842 41,844 330,501 217,292
Number of Stocks 402 401 342 341 896 860 1,640 1,602
Number of Large Cap Stocks (> $400m) 71 57 12 5 27 14 110 76
Stocks with No Room for Foreigners 16 16 1 1 1 1 18 18
Market Cap of Stocks with No Room ($m) 40,044 29,188 13 9 540 7 40,597 29,204
Share of Market Cap with No Room (%) 16.3 17.7 0.1 0.1 0.8 0.0 12.3 134

Top 25 Companies

PER PBV Yield
No Company 2021 2022E 2023E 2021 2022E 2023E 2021 2022E 2023E
(x) (x)  (x) (x) (x) (x) (%) (%) (%)
1 [ Vietcombank 73,500 | -6.7 | 13,999 | 8.51 19.6 15.0 121 34 2.6 2.1 0.5 - -
2 |PV Gas 111,100 | 18.6 8,558 | 520 21.1 15.9 21.7 3.5 3.6 34 3.3 3.2 3.2
3 [ Vingroup 55,400 | -41.7 8,504 5.17 neg 34.0 57.6 3.6 2.0 1.9 0.5 - -
4 | Vinhomes 45,000 | -43.5 7,886 | 4.79 8.9 6.5 7.5 2.8 1.1 1.0 1.5 - -
5 |BIDV 34,550 | -6.9 7,034 | 427 | 238 12.9 9.6 22 1.8 1.5 0.7 - -
6 |Vinamilk 78,500 | -4.4 6,603 | 4.01 18.2 | 20.1 171 5.2 5.3 5.2 4.4 4.9 4.9
7 | Airports Corporation VN 74,500 | -14.4 6,527 -| 2682 | 245 22.7 5.0 3.6 3.1 - - -
8 [Novaland 70,000 | -23.1 5493 | 334 545| 322 44.5 5.0 3.6 3.3 - - -
9 |Masan Group 85,500 | -39.6 4,899 2.98 23.4 25.8 21.0 6.1 3.2 2.8 1.7 - -
10 [ Sabeco 185,300 | 25.4 4,782 | 2.91 258 | 204 171 4.5 4.8 4.0 1.2 1.9 1.9
11 | Vietinbank 24,600 | -27.4 4,758 | 2.89 13.5 7.8 7.5 1.7 1.2 1.0 - - -
12 [ VP Bank 16,350 | -31.5 4,418 | 2.70 13.6 5.3 6.2 1.8 1.0 0.9 - - -
13 [Hoa Phat Group 15,650 | -55.4 3,663 | 2.23 6.2 6.3 5.4 23 0.9 0.8 0.8 4.9 4.9
14 | Techcombank 24,600 | -50.8 3,482 2.1 10.0 4.4 4.6 1.9 0.8 0.7 - - -
15 |Becamex IDC 81,800 | 28.8 3,407 207 | 468 214 20.9 4.1 4.4 3.8 1.3 1.0 1.0
16 |FPT 75,600 | -0.4 3,338 | 2.03| 21.1 171 13.7 4.6 3.9 3.3 2.7 3.0 3.5
17 | Military Bank 17,700 | -26.5 3,230 1.96 8.9 4.7 4.3 1.7 1.0 0.8 - - -
18 [ACB 22,400 | -18.8 3,045 1.85 9.9 5.6 5.0 2.1 1.3 1.0 - - -
19 | Mobile World 51,600 | -23.6 3,039 1.85 19.6 14.0 8.6 4.7 31 25 0.3 2.9 3.0
20 | Vietjet Air 107,600 | -16.1 2,345 143 | 931.7| 86.6 26.9 4.1 2.1 2.0 - - -
21 | Vincom Retail 24,600 | -18.3 2,250 140 52.0| 226 16.6 22 1.7 1.5 - - -
22 | Binh Son Refining 17,700 | -22.4 2,209 - 11.3 3.8 8.0 1.9 1.1 1.0 0.7 4.5 4.5
23 | VEAM Corp 39,000 | -2.1 2,086 - 9.3 7.9 7.0 2.3 2.1 2.0 15.2 10.4 11.3
24 (VIB 19,600 | -44.1 1,663 1.01 11.8 5.3 4.7 3.0 1.3 1.0 - - -
25 [HD Bank 16,400 | -33.5 1,660 1.01 10.2 54 5.0 2.0 1.0 0.8 - - -
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Fund Bloomberg ISIN SEDOL CUSIP Listed
VEIL VEIL LN KYG9361H1092 BD9X204 G9361H109 London (Main Market)
VEF-A VIETNAM ID IEOOBD5HPH84 n/a n/a n/a
VEF-B VIETEUR ID IEOOBV8WVB25 n/a n/a n/a
VDeF-B VNDEBTB KYG936151136 B3K9234 G93615113 Ireland
Price Providers Funds Bloomberg Reuters Contact
Michele White / Trevor Hunt
Jefferies International VEIL JCEF n/a +44 207 898 7127

invcos@jefferies.com

VEF _ _ Transfer Agency Department
TADublin@seic.com

SEIl Investments

Operational VEIL

Trading Shares trade as depositary interests on the London Stock Exchange
Clearing CREST Participant ID 393 (UK Equity)
Settlement BIC Code: JEFFGB2X

Legal Entity Identifier (LEI) 213800SYT3T4AGEVW864

Subscription & Withdrawals Daily

The Fund has appointed SEIl Investments — Global Fund Services Limited as its fund administrator and transfer agent,
and SEIl Investments — Depositary and Custodial Services (Ireland) Limited as its depositary. A range of third-party
fund platforms also include VEF in their product offerings, including Clearstream (www.clearstream.com), Fundsettle
(www.euroclear.com), Banco Inversis (www.inversis.com), IFSAM (www.ifsam.lu), Pareto Securities
(www.paretosec.com), Attrax (www.attrax.lu), MFEX (www.mfex.com) , and Allfunds (www.allfunds.com).

Subscription & Withdrawals Monthly Contact: info@dragoncapital.com

This document has been prepared and is distributed by Dragon Capital Management (HK) Limited for the information of existing investors, and other
eligible recipients. This update has been provided to you following your express request to be included in such distributions, and your confirmation of
eligibility. If you wish to unsubscribe from future updates at any time, please email unsubscribe@dragoncapital.com.

This document does not constitute or form part of, and should not be construed as, an offer to sell or issue, or the solicitation of an offer to purchase,
subscribe to or acquire, securities of any entity, or any vehicle to be incorporated in connection with any possible transaction, or an inducement to enter
into investment activity in any country, or in any other jurisdiction in which such offer, solicitation, inducement or sale would be unlawful prior to
registration, exemption from registration or qualification under the securities laws of such jurisdiction. No part of the document, nor the fact of its
distribution, should form the basis of, or be relied on in connection with, any contract or commitment or investment decision whatsoever.

No disclosure, reference or other information included in this document shall be considered as offering or solicitation of any product or service. Nothing in
this document shall be construed as investment advice or a recommendation to acquire or invest in any securities or other instrument or financial product.
Any investment performance and market information provided in this presentation, including information about any particular companies, are provided for
illustrative purposes only and are not investment recommendations.

No person is promulgating or providing any financial or other advice to any person, and is not making and does not intend to make an offer or solicitation
in relation to any product, whether referred to in this document or otherwise. Any person requiring investment advice should consult a suitably qualified
professional adviser prior to taking any investment decision.

The information contained in this document is subject to updating, and the accuracy, certainty or completeness of such information is not guaranteed. No
representation or warranty, express or implied, is made, and no liability whatsoever is accepted by any other person, in relation thereto.

This document must not be distributed or otherwise made available to third parties without the consent of Dragon Capital, and then only to such recipients
who have confirmed that distribution of such information is in compliance with all securities laws and regulations which apply to them.

For UK investors in VEIL: According to an analysis performed on behalf of VEIL by KPMG, VEIL does not meet the definition of an “offshore fund” for the
purposes of the Offshore Fund Regulations in the UK. On the basis of this analysis, the Offshore Fund Regulations do not apply to VEIL, and therefore the
reporting fund status regime is not relevant to VEIL or its UK investors. Please contact us if you require the full analysis from KPMG.

For Swiss Investors only: This is an advertising document. The representative for Vietnam Equity (UCITS) Fund (“VEF”) in Switzerland is Waystone
Fund Services (Switzerland) SA, Av. Villamont 17, 1005 Lausanne, Switzerland, and the paying agent is Helvetische Bank AG, Seefeldstrasse 215, CH-
8008 Zurich, Switzerland. The VEF prospectus, the key investor information documents (KIIDs), the articles of incorporation as well as the annual and
semi-annual reports may be obtained free of charge from the representative in Switzerland.

UCITS HAVE NO GUARANTEED RETURN AND PAST PERFORMANCE DOES NOT GUARANTEE FUTURE PERFORMANCE.
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