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PXP Vietnam Fund*
Interview with Kevin Snowball, CEO of PXP Vietnam Asset Management
In this note, we talk to Kevin Snowball, Chief Executive Officer of PXP Asset
Management (‘PXP’), about his views on the Vietnamese market and the
background to the launch of PXP over 10 years ago. PXP is a Ho Chi Minh Citybased asset manager whose flagship product - PXP Vietnam Fund (VNF LN) was last year’s best performing Vietnam closed-end fund.
Biography
Kevin Snowball spent a decade in Hong Kong from 1985 as a specialist manager and trader
of proprietary funds in equity and equity derivatives markets in Hong Kong and South East
Asia. During that period, among other activities he established the Hong Kong equity
derivatives businesses of Baring Securities and Deutsche Morgan Grenfell. On returning to
the United Kingdom in 1995, Kevin expanded his coverage to encompass global emerging
markets at Dresdner Kleinwort Benson, Bear Stearns and ABN Amro before returning to Asia
to establish PXP Vietnam Asset Management in 2002.
Q&A
Most investors that follow Vietnam will be familiar with PXP. For the benefit
of those that aren't, could you give some background on how you came to be
in Vietnam and why you established PXP 10 years ago?
I have always had a preference for very early-stage markets over their more mature
counterparts, not least because of a sartorial aversion to the use of hair gel, striped shirts and
braces (known in the Western-lying former colonies as "suspenders" if I am not mistaken) but
also because they are so much more exciting. For example, I moved to Hong Kong in 1985
initially as an analyst when the Hang Seng Index was below 1,700 points. Having converted
to a proprietary trader within a year I then expanded my coverage to South East Asian markets
in 1988. I made the move to trading Hong Kong listed derivatives in 1991 when less than 150
futures contracts were traded each day at the HKFE. I reluctantly returned to London in 1995
for family reasons and spent the next five or six years familiarising myself with Latin American
and Eastern European markets but ultimately could not resist the pull of Asia.
I was never particularly interested in Vietnam as an investment destination until it had a stock
market, which opened in July 2000, and so I came to have a look for the first time in mid2001. The combination of the emerging dynamism of a liberalising centrally-planned
economy and a brand-new equity market were impossible to resist and I felt that once the
government had figured out what a stock market was actually for, there would be an exciting
opportunity for a listed equity specialist investment manager, and so it has proved.
Could you provide an update on PXP today: AUM, investment team and the
mandates you run?
Sure - PXP is a listed equity specialist investment manager. The firm was established in
October 2002 by myself and Jonathon Waugh, who left the firm at the end of 2008 to
pursue other interests. We currently manage two funds and a segregated mandate, with
total Assets Under Management of a little over US$105 million. PXP Vietnam Fund, launched
on 31 December 2003, is a London Stock Exchange Main Market-listed closed end fund
wholly invested in Vietnam-listed equities.
PXP Vietnam Fund has assets of approximately US$57 million, with 12 million shares issued
from a total of 50 million authorised. Shareholders gave permission for the issue of 20
million 'C' Shares within a year of the last Annual General Meeting, on 31 May 2012. The
timing of such an issue will depend on market conditions.
The Investment Manager's second product, Vietnam Emerging Equity Fund ("VEEF") was
established in November 2005 as a closed end fund but was converted into a Cayman Islandsdomiciled mutual fund in January 2010. VEEF has monthly liquidity and currently has assets of
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approximately US$34 million with capacity for a further US$140 million or so at current NAV
levels. The Fund is roughly 95% invested in Vietnam-listed equities.
VEEF's long-term performance has been good although it lags behind that of PXP Vietnam Fund.
In 2012 VEEF's Net Asset Value rose by 24.95% whilst PXP Vietnam Fund returned 33.7%. The
VNI rose by 18.89% in US dollars. VEEF has also outperformed the VNI in US dollars over 2, 4, 5
and 6 years.
The segregated mandate, managed on behalf of a European institution, has current total net
assets of just over US$16 million and is similarly over 95% invested in Vietnam-listed equities.
We are a fundamental, research-driven, bottom up investment manager with a full-time staff of
22, 10 of whom are investment professionals, based in Ho Chi Minh City, Vietnam. Our two
Heads of Research - for Financials and Non-Financials - have been with the firm for 4½ and 6½
years respectively and manage teams of 3 analysts each who have been at PXP for an average of
3 years. The close working relationship and familiarity among the investment team ensures a
consistent and efficient approach to stock selection, which we regard as our core competence
and the Portfolio Manager has the utmost respect for and confidence in the views of the analysts
although all investment decisions are ultimately taken by the Portfolio Manager under the
supervision of the respective Boards of Directors.
We are strictly bottom up in our approach and the sectoral view of portfolios is a factor of our
stock selection rather than an influence on it. Our aim is to construct portfolios comprising the
highest quality stocks available in Vietnam based on our belief that quality will be the main
determinant of performance over the long term. We cover roughly 120 of Vietnam's listed
stocks with full proprietary financial modelling, representing in excess of 90% of market
capitalisation. The length and depth of coverage of our listed universe is, in our opinion,
unrivalled on either buy- or sell-side in Vietnam and this is reflected in the long-term
performance of the Funds.
What do you believe are the benefits of investing in Vietnam through funds like
PXP Vietnam, as compared to investing directly or through ETFs?
Although closed end funds have fallen out of favour in the past few years we firmly believe that
the classic rationale behind the creation and operation of such vehicles - in terms of providing
actively-managed access to markets which have barriers to entry due to foreign ownership
restrictions and severely limited research coverage - is still relevant for early stage developing
markets such as Vietnam.
Exchange Traded Funds provide quick and easy (one might also say "lazy") access, they are of
necessity quantitative in approach since the criteria for inclusion in the relevant index are simply
size (market capitalisation), liquidity and availability (to foreign investors). The PXP approach is
entirely qualitative and revolves around a fundamental long-term approach to stock selection
with core positions now at foreign ownership limits added well before such limits were full. The
ETFs are required to sell their holding once a stock reaches the foreign ownership limit and
therefore cannot benefit from any relaxation of such limits, whereas the fund structures of the
PXP funds have no such restrictions.
The benefits of the qualitative vs. quantitative approach can be seen in the relative NAV
performance over time of the different vehicles. The DB ETF (XVTD LN) outperforms the PXP
vehicles as long as money continues to flow into it; for the past two years significant inflows
have been a feature of the first four months of the calendar year and the Net Asset Value of the
Tracker has outperformed that of PXP Vietnam Fund (VNF LN) by roughly 10%.
Over the remainder of 2011 and 2012 when inflows have ceased the focus of the market has
switched to qualitative stock selection with the result that the NAV performance of PXP Vietnam
Fund has comfortably beaten that of the DB Tracker (2012 VNF +33.70%; XVTD +16.06%. 2011
VNF -21.89%; XVTD -51.0%)
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Speaking of outperformance, PXP Vietnam Fund generated an NAV return of
34% in 2012 as compared to a total return of 24% for the VN-Index and 24.8%
for the Vietnam CEF peer group. What were the main reasons behind this?
At the risk of appearing trite we would obviously answer "superior stock selection techniques",
but, on a more serious note; PXP Vietnam Fund is, to our knowledge, the only Vietnam fund
(with the exception of the DB Vietnam Tracker ETF) that has 100% of its assets (excluding cash)
in Vietnam-listed equities. In a rising stock market the ability to reliably mark the entire portfolio
to market every day should continue to ensure superior real NAV performance over funds with
less exposure to listed stocks which do not have access to the same truly independent valuation
methodology.
The Fund in fact has a rolling one- to eight-year track record of outperformance against its
benchmark - the Viet Nam Index - in US dollars and has outperformed by more than 50% over
seven and eight years. The single exception in the Fund's life, the nine-year performance record, is
a little under 10% behind the VNI which can be attributed to the timing of the Fund's launch in
relation to the efficiency of the award of trading codes (which are necessary for participation in the
Vietnamese stock markets); the VNI rose by 27.5% in the six weeks that the Fund was awaiting
authorisation to deal.
Chart 1: Vietnam Equity CEFs - 2012 NAV return
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In PXP Vietnam's annual report for the year ending 30 September 2012, you say
that a rally will only be sustainable once a solution has been found for NPLs in
the banking sector. What is your view on the scale of the problem and when do
you expect this to be resolved?
We are encouraged by the fact that the Vietnamese government recognises the necessity for
NPLs to be dealt with and we expect to see a roadmap toward resolution of the problem in the
near term. The government is similarly focused on making improvements to the investment
environment for both portfolio and direct foreign investors and the combination of expectations
for both structural and investment reforms has driven the rally from the November 2012 low.
We expect to see the market continue to move higher as effective reforms are introduced and
implemented in the first half of 2013.
Do you have any thoughts as to how a resolution might be structured, and who
will recapitalise the banks afterwards?
We have no useful insight into how the "rescue" might be structured, although the government
has stated that they will not print money to resolve the issue. Whilst this is encouraging for
continued confidence in the domestic currency it does remove one potential solution. Our view
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remains that recapitalisation is ultimately likely to be encouraged from external sources and that
the foreign ownership cap in the banking sector will be raised to facilitate this.
On the potential lifting of foreign ownership restrictions: there have been
rumours of this for months, if not years - when do you think it will happen, and
what impact will it have?
The State Securities Commission has been relatively vocal on this issue in the past few days, with
talk of an impending "pilot scheme" of removed limits in certain sectors as well as the
introduction of non-voting shares in companies at the foreign ownership limit in more sensitive
sectors. Whilst we are not convinced that the latter has been particularly well thought through
in relation to certain stocks we will reserve judgement until the detailed plan is published.
With the results of any relaxation of foreign ownership limits likely to be positive for the prices of
stocks already at such limits, PXP Vietnam Fund, with over 46% of its assets in stocks currently
unavailable for purchase by foreigners, is likely to benefit on an NAV basis.
Other concerns investors in the region have include: 1) inflation and currency
weakness returning, 2) inadequate reform of State Owned Enterprises, 3)
corruption and corporate governance, 4) politics (following recent arrests that
were seen as politically motivated), 5) territorial disputes in the South China
Sea. Which of these do you think are legitimate and what are your views on
these?
I believe that all of these concerns are legitimate and investors should pay attention to news
releases about Vietnam accordingly. The most important real issue remains macroeconomic
stability but territorial disputes will generate most headlines. I do not believe that the current
state of multinational sabre rattling will ultimate result in anything other than continued verbal
conflict. The other issues will likely improve over the course of the year ahead as the government
recognises investor concerns in these areas.
Lastly, what are your overall views for the market in 2013?
We have been very positive for over a year now and the Fund’s performance has justified that
call. Although the market has had a decent run we feel that any correction ahead of the release
of reform plans will be short and shallow. Vietnam is a market in which far too much reliance is
placed on technical analysis and we disagree very strongly with the analysts who are suggesting
that the market is overstretched since we feel that the basis has changed dramatically. Two
months ago the market was cheap but no-one cared. The New Year has brought renewed
optimism for the future development of the Vietnam economy and its capital markets and just
as importantly a willingness to take on more risk globally by international investors.
Improved access through the relaxation of foreign ownership limits is a game changer. A better
environment in the world's major economies will stimulate growth onshore. We are reluctant to
make outlandish forecasts too often and so will content ourselves with projecting the VNI at 550
by the end of June assuming that effective reforms are introduced in a timely fashion.
Thank you Kevin.
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Jefferies Investment Companies Team
Jefferies Investment Companies Team is a full-service, twelve person team offering four core functions in emerging, frontier and
alternative investment companies: corporate broking, advisory and syndication (though Jefferies Hoare Govett); primary and
secondary sales; investment company analysis; and investment company market-making.
Sales
Tom Harris
+44 20 7898 7792
tom.harris@jefferies.com

Mark Mulholland
+44 20 7898 7106
mjmulhol@jefferies.com

Peter Regan
+44 20 7898 7120
pregan@jefferies.com

Trading
Paul Frankel
+44 20 7898 7790
paul.frankel@jefferies.co

James Simpson
+44 20 7898 7791
james.simpson@jefferies.com

Michele White
+44 20 7898 7127
mwhite@jefferies.com

m
Desk Analysts
Mark Ambrose, CFA
+44 20 7898 7107
mambrose@jefferies.com

Louisa Symington-Mills
+44 20 7029 8376
louisa.symingtonmills@jefferies.com

Corporate Broking, Origination and Syndication
Alex Collins
Gary Gould
+44 20 7029 8687
+44 20 7029 8682
alex.collins@jefferies.com gary.gould@jefferies.com

Mark James
+44 20 7029 8091
mark.james@jefferies.com

Stuart Klein
+44 20 7029 8703
stuart.klein@jefferies.com

STX
Sales: 76797
Market-making: 76900
Bloomberg
JJFD <GO>

page 5 of 7
This note has been prepared by sales or trading persons of Jefferies International Limited and may not be supported by independent
analysis. This document is a marketing communication and is not and should not be construed as investment research

14 January 2013

IMPORTANT DISCLOSURES
This material has been produced by one of the following Jefferies Group, Inc. (“Jefferies”) group companies:
United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Services Authority; registered in
England and Wales No. 1978621; registered office: Vintners Place, 68 Upper Thames Street, London EC4V 3BJ; telephone +44 (0)20
7029 8000; facsimile +44 (0)20 7029 8010.
Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number
ATS546; located at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen’s Road Central, Hong Kong.
Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15- 20,
UOB Plaza 2, Singapore 048624, telephone: +65 6551 3950.
Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and
is a member of the Japan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chiyoda-ku, Tokyo 1000006; telephone +813 5251 6100; facsimile +813 5251 6101.
India: Jefferies India Private Limited, which is licensed by the Securities and Exchange Board of India as a Merchant Banker
(INM000011443) and a Stock Broker with Bombay Stock Exchange Limited (INB011438539) and National Stock Exchange of India
Limited (INB231438533) in the Capital Market Segment; located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla Complex,
Bandra (East) Mumbai 400 051, India; Tel +91 22 4356 6000.
This material is a marketing communication and is not and should not be construed as investment research or a research report
prepared by a research analyst. Any views portrayed in this material may differ from those of the Research Department. This material
has not been prepared in accordance with legal requirements designed to promote the independence of investment research, and is
not subject to any prohibition on dealing ahead of the dissemination of investment research. Jefferies has employed appropriate
expertise, and is of the belief that the material is clear, fair and not misleading. The information set forth herein was obtained from
sources believed to be reliable, but has not been independently verified by Jefferies. Therefore, except for any obligation under
applicable rules we do not guarantee its accuracy.
This material is being furnished for informational purposes only and does not constitute an offer to sell or the solicitation of an offer to
purchase any security, future or other financial instrument or product. It is not intended to form the basis of an investment decision
and has not been verified. Jefferies makes no recommendation or representation as to, and accepts no responsibility or liability for, the
accuracy or completeness of the information contained herein. The information and any opinions contained here are as of the date of
this material and, if applicable, the time indicated, and Jefferies does not undertake any obligation to update the information. All
market prices, data and other information are not warranted as to the completeness or accuracy and are subject to change without
notice. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may
occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.
The price and value of any investments referred to herein and the income from them may fluctuate. Any simulations, projections,
valuations and statistical analyses contained herein have been provided to assist the recipient in the evaluation of the matters
described herein; such simulations, projections, valuations and analyses may be based on subjective assessments and assumptions
and may utilise one among alternative methodologies that produce differing results; accordingly, such simulations, projections,
valuations and statistical analyses (historical or otherwise) are not to be viewed as facts and should not be relied upon as an accurate
representation of future events. Any market views or opinions expressed herein are those of the individual sender, except where such
views or opinions are expressly attributed to Jefferies or a named individual. Market views and opinions are current opinions only;
Jefferies and the individual sender accept no responsibility to update such views and opinions or to notify the recipient when they
have changed.
Jefferies and its affiliates, officers, directors and employees may from time to time hold long or short positions in, buy or sell (on a
principal basis or otherwise), or act as market maker in, securities, derivatives, futures or other financial instruments or products
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