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Market Update

This month Fitch downgraded Vietnam’s
debt rating to B+ with a stable outlook from
BB- citing inconsistent government policy,
low foreign exchange reserves and a weak
banking system. The move came as a sur-
prise to many commentators who looked at
Vietnam’s ever improving macro condition
as reason for optimism. We also share this
opinion, as the move was somewhat unjusti-
fied and does not reflect the efforts of the
government in stabilizing the macro envi-
ronment and the country’s currently improv-
ing key macroeconomic indicators.

In July, industrial production and retail sales
were up 13.5% and 26.4% year on year
respectively. Although year to date up
17.5% when comparing to the same period
last year, export turnover this month de-
clined 8.8% MoM as subdued European
demand made its impact which contributed
to July’s monthly trade deficit of $1.15bn or
$7.4bn year to date, equivalent to 19.4% of
export turnover. However, capital inflows
can adequately compensate the deficit with
FDI disbursement being recorded at $6.4bn
year to date and overseas remittances show-
ing an increase of 24.5% year on year in the
1H 2010, achieving $3.9bn. It should also

be noted that ODA flows and external bor-
rowings have not yet been taken into account.
Foreign reserves are expected to increase by
$2bn to $17bn by the end of this year. Credit
growth for the first 7 months was 12.97%
highlighting the importance of recent reduc-
tions in bank lending rates in realizing the
government’s effort to achieve its target of
25% for the year. Continued low inflation has
also given the government room to increase
the money supply in order to push lending
rates lower.

The VN-Index continued its sideways path
during the month as mixed second quarter
earnings failed to support a change in stag-
nant retail sentiment. However, the down-
grade did prompt net buying from foreign
investors to decline towards the end of the
month. The VN-Index closed the month at
493.91 or a decrease of 2.61% MoM.

Our View

By end of July, most corporates have dis-
closed their 2Q 2010 earnings results which
have been quite mixed with consumer sector
looking good while property and materials
sectors seeming weak. Despite first half year
business results being in line with expecta-
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tions and macro economy experiencing posi-
tive signals in the month, they were not sup-
porting enough to drive the bourses upwards
as investors remained skeptical about new
capital flows injected into economy via credit
growth policies.

For August, we expect the market’s movement
to be mainly driven by factors such as selling
pressure, investors’ confidence and a break-
through in easing monetary policies of the
State Bank of Vietnam (SBV). Concerns on
the oversupply of shares in the market
(particularly from banks in order to meet the
minimum charter capital requirements) might
also create a lot of pressures on the VN-Index.
As the market has followed a bearish trend
recently, specific and comprehensive actions
from the SBV via credit growth policies will
be an important catalyst in bringing back
investors’ confidence.

Currently, we still uphold our interests in tele-
communication, oil & petrochemical, dairy
product, pharmaceuticals and banks. More-
over, we will be continually keeping an eye on
news on the global economy and monthly
government meetings to closely observe the
trend of macro and monetary policies in the
near term.
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Sector valuation

Industry group Weight %| 1M% | 3M% | YTD % [2010PE|2011PE|2012PE|2015PE| P/B 3;’:; ROE N?; ‘:;sn M:’r’;in M:f;in Net DIE
Vietnam Market 100.0%| -1.7%| -79%| 0.0%| 145 12.7 114 10.3 3.0 23 208 35.1 25.2 19.8 1.9
Automobiles & Components 11%| -8.8%| -18.8%| -22.9%| 54 4.7 4.0 29 21 05 40.0 238 15.7 13.5 0.2
Banks 16.9%| -6.7%| -154%| -20.7%| 9.9 8.7 8.3 6.7 2.0 14 15.8 357 23.6 19.3 9.8
Capital Goods 2.8%| -6.0%| -17.3%]| -19.0%| 8.6 8.3 77 6.7 1.8 34 206 30.9 18.9 256 -
Commercial Services & Supplies 02%| -8.8%| -16.1%| -53%| 94 8.1 73 58 1.3 35 135 342 13.3 10.1
Consumer Durables & Apparel 0.8%| -2.2%| -15.0%| -8.3%| 7.5 53 43 3.0 14 9.8 18.7 6.5 3.8 21 04
Consumer Services 18%| -4.7%| -147%| -7.3%| 265 252 23.9 80.4 2.7 - -6.4 411 240 -115 26
Diversified Financials 49%| -5.1%]| -25.5%| -254%| 10.9 93 8.2 6.2 20 42 16.9 78.2 745 63.7 -0.8
Energy 47%| -6.2%]| -11.8%| -19.2%| 10.9 9.2 73 56 2.0 45 149 18.7 131 8.7 11
Food, Beverage & Tobacco 155%| 11%| 3.2%| 24.5%| 18.1 15.1 121 75 45 24 31.1 347 19.6 18.3 -0.2
Household & Personal Products 0.3%| -145%| -31.5%| 6.6%| 6.8 7.0 741 1077 | 09 0.9 0.9 17.8 35 3.8 0.9
Insurance 75%| 22.2%| 28.2%| 86.4%| 285 252 221 171 29 23 10.0 242 24 8.9 1.7
Materials 94%| -7.8%| -18.2%| -13.3%| 8.7 71 6.4 52 23 5.0 25.0 23.7 18.5 15.8 0.3
Pharmaceuticals & Biotechnology 14%| 0.1%]| -13.7%| -272%| 94 8.0 6.9 53 27 3.2 242 441 17.0 16.9 -0.2
Real Estate 19.0%| -3.1%| -14.1%| -10.3%| 16.2 141 12.8 10.6 45 0.7 26.7 534 474 303 1.0
Retailing 09%| -10.0%| -9.8%| 04%| 184 1141 10.6 8.7 1.7 24 95 14.8 10.7 71 05
Software & Services 04%| -48%| -4.8%| -48%| 8.7 43 35 26 20 71 216 134 6.6 38 1.2
Telecommunication Services 3.0%| 11.6%| 23.3%| 23.3%| 98 8.5 8.0 6.9 49 32 428 18.3 9.3 6.7 04
Transportation 1.7%| -10.3%]| -21.4%| -19.2%| 9.3 8.2 6.7 59 1.1 3.1 155 224 18.1 12.8 1.0
Utilities 23%| -8.7%| -24.0%| -21.2%| 125 73 6.8 4.7 1.1 5.2 95 349 321 318 03

* Vietnam Market comprises of both the Ho Chi Minh Stock Exchange (HoSE) and the Hanoi Stock Exchange (HNX).

*The Sector valuation table is generated by VAM in-house Company Analysis System - VCAS

Vietnam Emerging Market Fund (VEMF)

NAYV per share US$7.75
Jul-10 -3.5%
YTD -17.6%
Since inception (Feb 07) -22.5%
Reuters 65092798
Bloomberg VAMVEMF KY Equity
ISIN KYG 936131005
CUSIP G93613100]
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VEMEF is a Cayman open-end fund with monthly liquidity for offshore inves-
tors. The Fund invests in private equities, privatization, OTC and listed stocks in
Vietnam on an actively-managed basis.

As at end July, the Fund’s NAV per share was $7.75. With a 3.5% decrease
MoM, the Fund still continued to lead the VN-Index (in USS$), recording outper-
formance of 41.24% since inception.
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Hong Leong Vietnam Fund (HLGVF)

NAV per unit RM 0.6498] HLGVF is an actively-managed open-end unit trust for Malaysian high-net-
US$ 0.2035| worth investors. The Fund invests in OTC, pre-listing and listed stocks in Viet-
Jul-10 -4.06%| nam.
YTD -18.09%]| As at end July, the Fund’s NAV per unit was RM0.6498. With a 4.06% decrease
Since inception (Feb08) 30.0%| MoM, the Fund still continued to lead the VN-Index (in MYR), recording out-
o o) i .
Bloomberg HLGVIET-MK| performance of 1.6% MoM and 77.5% since inception.
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HS-VAM Vietnam Index Linked Fund (VILF)
NAV per unit JPY 5,052] VILF is a Cayman open-end unit trust for Japanese retail investors. The Fund
US$ 57.70] invests in top 20 investible listed blue-chips in Vietnam on a passively-managed
Jul-10 -4.7%| basis.
YTD -13.6%
) < o,
Since inception (Jul08) 49 5%| The Fund’s NAV per unit decreased 4.7% MoM to close at JPY 5,052 on 28
Bloomberg VAMINLT KY Equity] July 2010.
As of 28 July '10
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Disclaimer: This report has been prepared by Vietnam Asset Management Limited (“VAM”) or an affiliate thereof and has been prepared on the basis
of information obtained from sources VAM considered to be reliable, but VAM does not make any representation or warranty, express or implied, as to
its accuracy, completeness, timeliness or correctness. VAM may use certain assumptions or models in the preparation of this report and different as-
sumptions may provide substantially different results.

No representation is made that any investment or recommendation contained herein is suitable or appropriate for the recipient and does not constitute
an advertisement, solicitation or offer to buy or sell securities, futures, options or other financial instruments in Vietnam or any other jurisdiction. This
report shall not be a substitute for the exercise of the recipient’s judgment in making an investment decision and VAM accepts no liability for investment
losses.

VAM, its affiliates, related companies and its respective directors and employees, will from time to time have long or short positions in, act as principal
in, and buy or sell, the securities, referred to in this research.

VAM, its affiliates, related companies and its respective directors and employees accept no liability for any direct, special, indirect, consequential, inci-
dental damages or any other loss or damages of any kind arising from any use of the information herein or further communication thereof, even if VAM
or any other person has been advised of the possibility thereof.

Copyright 2010 Vietnam Asset Management Limited. No part of this report may be reproduced or distributed without the prior consent of Vietnam Asset
Management Limited. All rights reserved. This report may only be distributed as permitted by applicable law.
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