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ECONOMY REVIEW AND OUTLOOK

From turtle to hare:
GDP’s quarterly climb

430 billion reasons
to celebrate
Vietnam’s economy

Balanced economic
management spurs
credit growth

Record FDI in wake of
diplomatic upgrades

Global demand key
tore-stock the
shelves for growth

In 2023, Vietnam's economy grew by 5.1%, one of the highest growth rates globally. The year
overcame a challenging Q1 and culminated in a robust 6.7% GDP growth rate in Q4 (fig. 2),
outpacing the earlier quarters of 3.4%, 4.3%, and 5.5% respectively.

The size of the economy has reached $430bn and Vietnam's GDP per capita increased to
$4,284, approaching the upper middle-income threshold. Despite the negative impact of the
local corporate bond and property markets, final consumption improved modestly, growing
by 3.5% YoY, contributing 2.1% to the overall GDP growth. Fixed asset formation added
another 1.3% to the growth, increasing by 4.1%. Furthermore, a record trade surplus of
almost $28bn (fig. 3) helped contribute to maintaining the Vietnamese dong'’s resilience.

Q4 witnessed a significant surge in credit growth, rising from 5.9% at the end of Q3 t0 13.7%
by year-end. The promotion of public investment resulted in a Q4 increase of 21.2% YoY.
Trade also recovered on higher export activities driven by the resurgence of global demand.
Vietnam's economic progress is accompanied by the sound management of key
macroeconomic factors; CPlremained stable at an average of 3.3% YoY, while the exchange
rate declined 3.0%, modest for a year of high volatility globally. There were four interest rate
cuts in 2023, totalling 150 basis points, along with the implementation of other measures to
stimulate the economy, including Decrees on debt restructuring and pushing credit
disbursement to stimulate the economy. As a result, interest rates for bank loans have
decreased significantly from a range of 14-16% to 8-9% in December 2023.

Vietnam witnessed strong manufacturing FDI flows and tourism in 2023. Total registered FDI
reached $36.6bn, +32.1% YoY, and disbursed capital was $23.2bn (fig. 4), +3.5% YoY. These
figures are a testament to Vietnam's growing appeal following its recent ‘Comprehensive
Strategic Partnership” agreements with the United Sates, South Korea, and Japan. The total
number of visitors reached 12.4min 2023 vs 3.7min 2022, increasing on a monthly basis.

2023 was marred with unexpected developments including large US banks defaulting,
escalated Middle-Eastern tensions, higher-than-expected Fed rate hikes, and a dampened
worldwide demand. We believe the Fed’s mid-cycle rate adjustment and a recovery in global
demand will be key for Vietnam to continue its economic stimulus across both fiscal and
monetary policies. The US and EU import markets will need to pivot from destocking to
restocking for Vietnam'’s exports to recover, setting the stage for domestic growth in 2024.

Fig.1 ECONOMIC FORECASTS Fig. 2 VIETNAM’S GDP BY QUARTER
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MARKET REVIEW AND OUTLOOK

Cyclical turning point

against stable

economic backdrop

Equities set to offer

better returnsin

2024 than alternative
asset classes

2023 marked the initiation of a recovery market cycle as Vietham emerges from the
turbulence of bond market reform. Our monthly indicators monitoring real economic
activities, including consumption metrics (air travel, grocery and discretionary spending),
manufacturing parameters (container throughput, power usage), and real estate activities,
collectively signalled a positive shift, with clearer recovery toward year-end. Equity markets,
which often price forward the real economy by 4-6 months, benefitted from a favourable
setting, with easing macro policies and stability in inflation and FX rates. Government
support in the real estate and banking sectors propelled the market to a peak return of 23%
by mid-September. Despite a solid foundation and positive catalysts, the year was marked
by a lack of meaningful earnings growth. Global volatility, stemming from surging US
Treasury yields in September, prompted the VNI to retreat from its year-high, resulting in a
more modest full-year return of 11.1% (TRS). Nonetheless, in comparison to regional markets
like Thailand’s election affected SET (-11.45%), the Philippines PCOMP (+1.5%), and China’s
SHCOMP (-3.9%), Vietnam demonstrated relatively robust performance. As the VNI may
now be exiting the Contraction phase and into Recovery, cyclicals, mid-caps, and cheap P/B
(fig. 3) emerged as the best-performing factors in 2023.

Looking ahead to 2024, challenges persist in the context of a global slowdown.
Nonetheless, a more robust recovery is expected as Vietnam’s historically low interest rates
penetrate the economy, stimulating demand and attracting increased participation from
both corporates and investors. The Government's commitment to fiscal measures and
flexible monetary policy management is critical to reinforce the private sector’s confidence.
We anticipate 16-18% profit growth for our Top-80 wuniverse in 2024. Notably,
Vietnam’s equity market is 88% driven by domestic retail investors, for whom investment
channels are limited. Bank deposits, offering unattractive average returns of around 4.7%
for 12-month deposits, make the equity markets a much more appealing asset class with a
2024F PER of 9.1x. Real estate investment, while offering opportunities, comes with
drawbacks compared to equity for retail investors, such as larger investment sizes,
lower liquidity, and challenges in assessing legal status. Consequently, the equity market
could potentially benefit from positive inflows. On the other hand, any market
developments, such as the removal of pre-funding or further advancements related to the
FTSE EM upgrade, could potentially trigger foreign inflows.

Fig.1 DC TOP-80 FORECASTS Fig.2 MARKET PERFORMANCE
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VIETNAM ENTERPRISE INVESTMENTS LIMITED - VEIL

VEIL rose 3.6% in December, slightly outpacing the VNI's +3.4%, rising 10.4% for the year, marginally trailing the VNI's
11.1% (TRS). 2023 unfolded as a year marked by consolidation and strategic positioning for forthcoming growth. While 2023
EPS growth may be muted, we expect our top-80 universe of stocks to deliver 18.6% EPS growthin 2024.

The rotation into materials in anticipation of the rise in the Government's infrastructure spending yielded positive results. HPG,
Vietnam's premier steel manufacturer, surged 51.2% over the year. With fiscal expansion looking set to continue, we anticipate
a recovery in private sector construction in 2024. FPT, Vietnam’s tech leader, was up 43.1% YoY and was underpinned by a
resilient IT/digital segment and education arm.

Among financials, brokers rebounded from low valuations, buoyed by increased liquidity of 56.4% in 2H23 from 1H23 and hopes
that it will be further enhanced by the new trading system, with VEIL's brokerage names up 82% YoY on average. The banking
sector rallied in December as the deposit rate fell further towards pre-pandemic levels and pushed for credit growth
disbursement. We are selectively overweight in high quality names such as VPB, ACB, and TCB.

VPB was the first mover in the circa $4bn retail segment, and now dominates 60% of consumer lending. Its distinctive high-risk,
high-reward business model focuses on high-interest loans within the retail sector. The bank has the largest retail customer
base of approximately 20 million customers, nearly 30% of the adult population. Additionally, VPB's ongoing partnership with
Sumitomo is expected to provide benefits such as new Japanese clients, technology, and lower cost of funding.

Despite negative returns in the retail sector in 2023, which had a -1.2% impact on VEIL's performance for the year, our bullish
stance remains intact. We anticipate an earnings rebound of over 100% in 2024 in part due to a low-base effect, but also driven
by anticipated growth in consumption fuelled by increased public investment, a low interest rate environment, and accelerated
GDP growth leading to higher wages. Earnings weakness in 2023 was in part caused by Mobile World Group facing challenges to
clear its iPhone inventory at a loss due to weak demand. However, with the pressure from high inventory subsiding, we foresee
improved margins for MWG as consumption increases.
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VIETNAM EQUITY (UCITS) FUND - VEF

VEF ended 2023 2.7% ahead of the VNI, returning 13.8% for the year and 3.0% in December. For 2024, the outlook is
promising with the Fed expected to pivot to a “lower and faster” narrative, while the Vietnamese Government is continuing to
adopt supportive monetary policy and ramping up fiscal with accelerated infrastructure investment.

This month, steelmaker HPG comes into the spotlight with sales rising MoM, with the latest numbers coming in for December
being the highest in the past 20 months at 852k tons (+4% MoM and +31% YoY) led by construction steel products at the heels
of strong infrastructure disbursement and the revival of residential property. Real estate sales transactions are starting to pick
up; the gradual thawing of the sector will directly benefit not only developers but other companies in the value chain. KDH’s
high take-up rate of 90% in their recent launch in November supports our conviction for the company’s profitability in 2024.

We believe banking, the largest sector in the portfolio, will do well given the historically low valuation multiples of trailing PBR of
1.5x on ROE of 18%, one standard deviation below their five-year average. 2024 earnings growth forecast looks promising at 15-
20% YoY and is attributable to credit gaining momentum and NPL formation decelerating. Our top three holdings VCB,
MBB, and STB are forecast to deliver 2023 earnings growth of 109, 17%, and 50%, respectively.

MBB is the largest private bank by total assets at $38.9bn and maintains strong asset quality, with low NPLs of 1.6%, LLR of
122%, and capital adequacy ratio (CAR) of 11.1%. Its aggressive digital transformation over the past three years has attracted
the highest number of e-bank users totalling 22 million, thereby accelerating its customer base growth. MBB has consistently
enhanced its net interest margin (NIM) through increasing cash accounts/savings accounts (CASA), coupled with a significant
reduction in its cost to income ratio to 32.5%, a testament to the efficiencies gained from digitalisation.

The retail sector is likely to encounter a positive turnaround with consumer sentiment set to improve as business activities
recover. Earnings will rebound from 2023's low base for companies like MWG and FRT as destocking issues subside and margins
expand. Jewellery retail leader PNJ ended 2023 with expectations of strong earnings results of 28% QoQ and 7% YoY, despite
general economic challenges as they continue to consolidate the market.

PRICE AND NAV DATA
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VIETNAM DEBT FUND - VDeF

VDeF-B performed well in December, increasing 2.3% MoM and registering a YTD gain of 13.5%. The fund lagged the
DC Bond Index due to the fall in VGB yields of 230-320bps across all tenors.

December closed 2023 with comparative positive outcomes as highlighted in the economic section of this report. The year
was separated into two clear parts. During the first half, the whole market was in confusion due to high lending rates,
defaulting bonds, frozen liquidity and a stalled property market. The money market fluctuated in the high ranges of 4-8.5%
for sub-3-months tenors. Many policy changes across the bond market and money market helped the financial and
banking system to gradually untie the troubles of the previous year. In 2H23, surplus liquidity in the banking system
became abundant. Rates stabilised in the low range, ending 2023 at 0.2-1.1%, in stark contrast to the end of 2022.

Regarding Vietnam Government Bonds (VGBs), the annual cumulative issuance reached $12.3bn, an increase of 39% YoY.
The average VGB tenor in 2023 was 12.6 years with an average rate of 3.2%/year. 2023 was a very good year for VGBs with
yields in the range of 230-320bps across all tenors. At year-end, 1-year to 30-year VGB yields were in the narrow range of 2-
3.3%. In December, outright transactions escalated to S441m/day, a new historical record for daily transaction volume,
above the previous high of $359m/day in December 2020, showing good liquidity in the banking system.

Turning to corporate bonds, 2023 total new issuance was $12.8bn, +12% YoY. Public offerings contributed 11.9% with
private placements at 89.1%. Banks dominated, accounting for 56.5%, real estate was second at 23.5%, and the remaining
20% was split among other sectors. Roughly $11.7bn matured in 2023, of which $4.5bn was successfully extended. The
early redemption estimate of $10.8bn suggests that the actual redeemed amount during the year exceeded the maturity
figure. Compared to the tough period of 1Q23, the number of bond defaults decreased significantly. The change in
regulations, low interest rate environment, and especially investor sentiment helped calm the corporate bond market and
restructure, mainly via extending maturity by 1-2 years. In 2024, an estimated $11.4bn is due to mature. In current market
conditions, there is a high chance that issuers will be able to honour redemptions with total issuance prudently increasing.

PRICE AND NAV DATA
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VDeF-B ’ $33.38m ‘ $2259.4 ‘ 2.29% 13.46% 458.92% 2.28% 10.24% 269.46%
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APPENDIX1: MACRO

Key Indicators

Unit 2017 2022E 2023E 2024F
GDP Sbn 2814 310.1 334.4 346.6 366.1 408.8 430.0 463.0
Real GDP Growth % 6.9 7.5 7.4 29 26 8.0 5.1 6.0
Services Growth % 7.4 7.0 7.3 25 1.2 10.0 6.9 8.0
Agriculture Growth % 2.9 3.8 2.0 2.8 29 3.4 2.6 2.8
'(;‘rdc;'vft?]d Constn % 80 8.9 8.9 33 4.1 7.8 35 5.0
Retail Sales Growth % 10.9 1.7 1.8 2.6 -3.8 10.2 8.3 8.5

Prices
CPI (Average YoY) % 35 35 2.8 3.2 1.8 3.2 33 4.0
Money, FX & Interest Rates
Money Supply M2 % 15.0 12.4 14.8 14.5 8.9 6.2 10.0 1.5
Average Lending Rate % 9.3 9.5 9.7 8.6 8.5 13.7 8.7 8.2
5-yr VGB % 4.3 4.5 1.9 1.1 0.9 4.7 1.6 1.4
VND:$ 81 22,750 23,235 23,150 23,085 22,800 23,550 24,250 24,750
External Sector
Trade Balance Sbn 2.1 6.8 10.8 19.9 3.3 12.4 28.0 29.3
Current Account Sbn -1.6 5.8 12.2 15.1 -7.8 -1.5 17.4 20.7
Current Account /GDP % -0.6 1.9 3.6 4.3 -2.1 -0.4 4.0 45
FDIRegistered Sbn 359 355 36.0 28.5 38.5 27.7 36.6 38.0
FDI Disbursement Sbn 17.5 191 20.4 20.0 19.8 22.4 232 2L2
FXReserves Sbn 520 61.0 80.0 98.0 106.5 85.0 89.0 100.0
Public Debt & Fiscal Balance

External Debt Sbn 109.2 Nn2.1 122.8 130.1 138.8 141.2 138.0 140.3
Government Sbn 46.3 47.0 47.7 49.0 47.9 48.8 Lb .4 445
Enterprises (incl. FDI) $bn  62.9 65.1 75.0 81.1 90.9 92.4 93.6 95.8
External Debt (% GDP) % 38.8 36.2 36.7 375 37.9 34.5 321 30.3
Fiscal Balance (% GDP) % -2.6 -2.9 -2.6 -3.4 -4.0 -3.6 -4.0 -3.6




VIETNAM MONTHLY REPORT DRAGON CAPITAL %

31 December 2023

APPENDIX 2: MARKET

Key Stock Market Data
HSX HNX UPCoM Total
31-Dec-22 31-Dec-23 31-Dec-22 31-Dec-23 31-Dec-22 31-Dec-23 31-Dec-22 31-Dec-23
Market Cap (Sm) 170,370 187,799 10,725 12,738 40,750 43,775 221,845 244,313
Number of Stocks 402 394 341 327 856 861 1,599 1,582
Number of Large Cap Stocks (> $400m) 59 70 7 10 14 19 80 99
Stocks with No Room for Foreigners 59 63 76 92 195 237 330 392
Market Cap of Stocks with No Room (Sm) 31,856 23,620 2,124 1,904 9,353 13,446 43,333 38,970
Share of Market Cap with No Room (%) 18.7 12.6 19.8 15.0 23.0 307 19.5 16.0

Top 25 Companies

Wt PBV Yield
No Company inVNI 2022 2024F 2023E 2024F 2022 2023E 2024F

(%) (x) (x) (x) (x) (%) (%) (%)
1 | Vietcombank 80,300 18.5 | 18,496 | 9.90 14.4 15.6 13.7 2.8 2.7 2.3 0.9 - -
2 |BIDV 43,400 26.7 10,196 5.50 14.1 15.0 12.5 2.0 22 1.9 0.2 - -
3 |Vinhomes 43,200 | -10.0 7,752 | 4.20 7.2 4.7 5.3 1.4 1.0 0.9 4.5 - -
4 |PV Gas 75,500 -7.5 7,46 | 3.80 12.9 16.1 16.1 3.1 2.7 26 3.0 6.2 4.0
5 |Vingroup 44,600 =171 7,028 3.80 23.4 441 56.6 1.9 1.5 1.5 1.7 - -
6 |Hoa Phat Group 27,950 | 553 | 6,698 | 3.60 126 309 19.9 11 1.6 1.5 22 - -
7 | VP Bank 19,200 12.5 6,278 3.40 6.3 12.4 10.2 1.2 1.0 1.0 - 52 3.0
8 | Vietinbank 27,100 1.1 5,997 | 2.90 9.2 9.4 8.1 1.2 1.2 1.0 29 - -
9 | Airports Corporation VN 66,000 |-22.0 5,921 - 29.0 16.8 15.1 4.2 27 22 - - -
10 | Vinamilk 67,600 -7.5 5,822 3.10 201 18.3 171 5.1 4.4 4.3 5.1 3.6 5.7
1 |FPT 96,100 471 5,030 2.70 17.0 20.8 17.3 3.9 4.7 4.1 2.6 2.8 3.2
12 | Techcombank 31,800 | 23.0 4,616 | 2.50 4.7 6.4 5.6 0.8 0.9 0.7 0.1 - -
13 | Military Bank 18,650 28.6 4,008 2.10 4.5 4.9 4.1 1.0 1.0 0.8 - - -
14 |Masan Group 67,000 |-28.0 3,951 210 37.1 169.6 67.8 5.1 35 3.2 1.0 1.3 1.3
15 |ACB 23,900 | 30.6 3,826 | 210 53 5.8 4.8 1.2 13 1.0 - 1.8 21
16 | Sabeco 63,000 |-23.4 3,330 | 1.80 | 20.6 19.7 19.2 4.6 33 3.2 23 3.0 4.5
17 |Becamex|DC 62,900 |-20.9 2,683 1.40 48.8 29.2 30.7 4.9 3.5 3.3 0.9 11 11
18 |Mobile World 42,800 0.7 2,580 | 140 152 3873 21.8 26 26 2.4 1.2 - 1.2
19 |HD Bank 20,300 543 2,420 1.30 4.9 6.6 5.7 1.0 1.3 1.0 - - -
20 | Vietjet Air 108,000 -1.4 2,41 1.30 neg 126.1 115.8 4.0 3.8 3.4 - - -
21 | Binh Son Refining 18,600 451 2,377 - 2.7 6.9 10.0 0.8 1.0 1.0 3.3 5.4 5.4
22 |Vincom Retail 23,300 -4 2,182 1.20 215 1.5 N4 1.8 1.4 1.2 - - -
23 | Sacombank 27,950 | 24.2 2,172 | 1.20 8.4 6.7 4.7 1.1 11 0.9 - - -
24 |VIB 19,600 | 32.4 2,049 1.10 45 5.2 4.3 1.1 1.3 1.0 - - -
25 |SSI 32,800 | 92.6 2,026 1.10 15.4 21.3 18.1 1.1 21 2.0 3.8 2.6 -
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Bloomberg 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 Bloomberg Reuters Contact
Michele White / Trevor Hunt
Jefferies International VEIL JCEF n/a +44 207 898 7127

invcos@jefferies.com

SEl Investments VEF - - Transfer Agency Department
TADublin@seic.com

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

VEF

Subscription & Withdrawals Daily

The Fund has appointed SEI Investments - Global Fund Services Limited as its fund administrator and transfer
agent, and SEI 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
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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 in VEF: 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, key
information document (PRIIP-KID), the articles of incorporation as well as the annual and semi-annual reports may be
obtained free of charge from the representative in Switzerland.

For Belgian investors in VEF: This is an advertising document. This document is intended only for professional
investors (A) that are “qualified investors” in the meaning of Article 2, (e) of the EU Regulation 2017/1129 on the
prospectus to be published when securities are offered to the public or admitted to trading on a regulated market, as
amended from time to time or any successive legislation that may enter into force (each, a “Qualified Investor”), and (B)
any such Qualified Investor shall act in its own name and for its own account and shall not act as intermediary, or
otherwise sell or transfer, to any other investor, unless any such other investor would also qualify as a Qualified
Investor.

For Italian investors in VEF: This is an advertising document (materiale di marketing). For professional investors only.

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