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VIETNAM EMERGING EQUITY FUND LIMITED

OBJECTIVE AND HIGHLIGHTS

Financial position at 31 December

Results for the year to 31 December

2013

2013

2012

2012

% change

Total Net Assets

Net profit

Participating shares of US$0.05 in issue

Net Asset Value (”NAV”) per share (average)

NAV per share (Lead Series)

Expense ratio

US$32,329,608

US$8,766,257

5,917,598

US$5.463

US$5.402

2.48%

US$32,615,048

US$6,365,553

7,885,354

US$4.136

US$4.137

2.41%

-0.9%

-25.0%

32.1%
30.6%

1

Performance for years to 31 December 2013 NAV per share Viet Nam Index

1 year

2 years

3 years

4 years

5 years

6 years

7 years

8 years

30.6 20.6

43.2

-3.7

-10.6

32.6

-58.6

-48.9

23.9

63.2

13.2

-4.4

74.4

-53.9

-42.6

7.6
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1
The expense ratio is calculated as total expenses, excluding brokerage commissions, as a percentage of the average month-end net assets for the year.

The Company adopted series accounting with effect from 29 July 2011 and from that date onwards the NAV of the Lead Series is the published NAV of the Company.  
Prior to that date there was a common NAV for all the shares of the Company.

Viet Nam Index performance is the total percentage movement in the Viet Nam Index (presented in US dollar terms) for the stated number of years up to 31 
December 2013.

OBJECTIVE

The investment objective of Vietnam Emerging Equity Fund Limited (“the Company”) is to seek long-term capital 
appreciation of its assets by investing in a portfolio of equity securities of listed or prelisting Vietnamese companies, 
whether established with domestic or foreign ownership. The Company may also invest up to 30% of its assets at the 
time of investment in the shares of overseas listed companies.

FINANCIAL SUMMARY

RELATIVE PERFORMANCE

2 3

% %

2

3

2013 2012 % changeVietnam market data at 31 December

Viet Nam Index

Vietnamese dong (“VND”)/US dollar (“US$”) exchange rate

Viet Nam Index adjusted US$ rate

21,080 20,835 1.2%

504.63 413.73 22.0%

337.35 279.83 20.6%

VIETNAM MARKET DATA



VIETNAM EMERGING EQUITY FUND LIMITED

DIRECTORS’ REPORT

The Board of Directors of Vietnam Emerging Equity Fund Limited presents its report together with the audited 
financial statements for the year ended 31 December 2013.

The Company was incorporated in the Cayman Islands on 25 July 2005 under the provisions of the Companies Law, 
Cap. 22 (Revised) as an exempted company with limited liability.  Its Certificate of Incorporation number is CD-
152440.  Initially it was a closed-end investment company.  The Company was converted to an open-ended mutual 
fund effective from 29 January 2010.

The registered office of the Company is located at CARD Corporate Services Ltd., Zephyr House, 122 Mary Street, PO 
Box 709, Grand Cayman, KY1-1107, Cayman Islands.

The principal activity of the Company is investment holding with an objective to seek long-term capital appreciation 
of its assets by investing in a portfolio of the equity securities of listed or prelisting Vietnamese companies, whether 
established with domestic or foreign ownership.  The Company may also invest up to 30% of its assets at the time of 
investment in the shares of overseas listed companies.

Over the financial year to 31 December 2013, the NAV per share for the lead series of Vietnam Emerging Equity Fund 
increased from US$4.137 to US$5.402, a gain of 30.6% compared to an increase in the Viet Nam Index (“VNI”) in US 
dollar terms of 20.6% over the same period.  The strong performance of the Company included notable 
contributions from the Company's two highest weighted stocks, Vinamilk and Hoa Phat Group, with 55.2% and 
87.0% return over the year respectively.

The Vietnam macroeconomic situation remained stable during 2013, with the Government delivering consistent 
and coherent policies that contributed to relatively low price inflation of 6.0% for the year, a trade surplus for the 
second consecutive year and the Vietnamese dong (the “Dong”) continuing to be relatively steady, with a 1.2% 
depreciation against the US dollar over the year.  GDP growth of 5.4% was an increase from 5.0% in 2012, but still 
below the 7% per annum experienced on average over the previous decade.  Credit growth in the economy 
continued to be suppressed by the persisting high level of non-performing loans in the banking system, although the 
Vietnam Asset Management Company which started operations from July 2013 has made progress in dealing with 
bad debts.

The stock market rally which began in November 2012 continued into 2013, bringing the VNI from a close of 375.79 
points on 28 November 2012 up to a traded high of 533.15 points on 10 June 2013.  Thereafter the weakness in 
global markets on speculation of the extent and timing of US Federal Reserve tapering of asset purchases impacted 
on the Vietnam market mainly via outflows from the two Vietnam-focused Exchange Traded Funds, although the 
impact on Vietnam was not as severe as for some other markets in the region.  The market gained steadily over the 
final months of the year, with a 7.7% increase from late August 2013 to close at 504.63 points at the year-end. 

2014 started with a surge in the Vietnam stock market with a 19% gain up to the date of this report, as renewed 
foreign inflows augmented a pick-up in confidence and involvement from domestic investors.  The Government is 
currently deliberating the proposal from the State Securities Commission for increases to foreign ownership limits 
of listed companies, and the extent to which the limits are raised will impact on the short-term trend of the market.

OVERVIEW

PRINCIPAL ACTIVITY

PERFORMANCE AND OUTLOOK
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VIETNAM EMERGING EQUITY FUND LIMITED

DIRECTORS’ REPORT (CONTINUED)

THE BOARD OF DIRECTORS

DIRECTORS' INTERESTS

CORPORATE GOVERNANCE

The Board of Directors currently has three directors who are non-executive directors.  No director is an employee of 
the Company.  The members of the Board of Directors during the year and to the date of this report were:

Mr Antony Jordan
Mr Christopher Vale
Mr Gregory Hazlett (resigned 23 July 2013)
Mr Brook Tellwright (appointed 2 September 2013)

At no time during the year and to the date of this report did any director have a direct or indirect interest in the 
shares of the Company, and the Company has not been a party to any arrangement to enable the directors of the 
Company to acquire any direct or indirect interest in the shares of the Company.

The Company is committed to high standards of corporate governance and is accountable to the shareholders.  The 
Company's governance model reflects the need to oversee the activities of the Company, and the Board believes it is 
appropriate for an open-ended mutual fund.  The Board is responsible for the overall policies, control, direction, 
review, instructions and supervision of the Company and its portfolio of assets.  The Board at the date of this report 
consists of three members, all of whom are independent and act independently of the Investment Manager, PXP 
Vietnam Asset Management Limited.  

The Board of Directors has overall responsibility for the Company's affairs.  The Board delegates through the 
Investment Management Agreement and through specific instructions the day to day management of the Company 
to the Investment Manager.  The Company has no executives or employees.

Matters reserved for the Board's decision include, inter alia: decisions on strategy; establishing investment 
objectives, policies and restrictions; gearing; declaration of dividends; corporate governance; convening general 
meetings; Board appointments outside of general meetings; and the appointments of the Custodian, the 
Administrator, the Registrar, the Company Secretary and the Auditor.

The Board meets formally three times a year on average and between these meetings there is regular contact with 
the Investment Manager.  Other meetings are arranged as necessary.  The Board ensures that at all times it conducts 
its business with the interests of all shareholders in mind and in accord with Directors' duties.

Directors receive the relevant briefing papers in advance of Board meetings.  The Board meeting papers are the key 
source of regular information for the Board, the contents of which are determined by the Board and contain 
sufficient information on the financial condition of the Company.  Key representatives of the Investment Manager 
attend each Board meeting.  All Board meetings are formally minuted.
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VIETNAM EMERGING EQUITY FUND LIMITED

DIRECTORS’ REPORT (CONTINUED)

STATEMENT OF RESPONSIBILITY OF THE BOARD OF DIRECTORS IN RESPECT TO THE FINANCIAL STATEMENTS

Brook Tellwright

The Board of Directors is responsible for the financial statements which give a true and fair view of the financial 
position of the Company as at 31 December 2013 and of its financial performance, cash flows and changes in net 
assets attributable to shareholders for the year then ended.  In preparing these financial statements, the Board of 
Directors is required to:

?select suitable accounting policies and then apply them consistently;

?make judgements and estimates that are reasonable and prudent; and

?prepare the financial statements on a going concern basis unless it is inappropriate to presume that the 
Company will continue in business.

The Board of Directors is responsible for ensuring that proper accounting records are kept which disclose, with 
reasonable accuracy at any time, the financial position of the Company and which enable financial statements to be 
prepared which comply with International Financial Reporting Standards.  The Board of Directors is also responsible 
for safeguarding the assets of the Company and thus for taking reasonable steps for the prevention and detection of 
fraud and other irregularities.

We confirm to the best of our knowledge that the accompanying financial statements as set out on pages 11 to 38, 
prepared in accordance with International Financial Reporting Standards, give a true and fair view of the financial 
position, financial performance and cash flows of the Company.

On behalf of the Board of Directors

Director
10 April 2014
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VIETNAM EMERGING EQUITY FUND LIMITED

INVESTMENT MANAGER’S REPORT

REVIEW OF THE YEAR

During the year under review the Company's Net Asset Value (“NAV”) per share for the lead series increased by 
30.6%, from US$4.137 to US$5.402.  This compares with an increase in the Viet Nam Index (“VNI”) of 20.6% in US 
dollar terms over the same period.  The Vietnamese dong depreciated by 1.2% against the US dollar over the period 
under review.  The table below represents the year-on-year NAV performance as compared to that of the VNI in US 
dollar terms for the financial years since inception.

5
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An analysis of the portfolio at an industry sector level as at 31 December 2013 is included in Note 6 of the 
accompanying financial statements and in the chart below.

4

4 The Company adopted series accounting with effect from 29 July 2011 and from that date onwards the NAV of the Lead Series is the published NAV of the Company.  
Prior to that date there was a common NAV for all the shares of the Company.

Materials 17.7%

Industrials 7.3%

Consumer Staples
22.9%

Energy 5.5%

Financials 25.6%

Property 9.7%

Healthcare 2.6%

Information
Technology 7.4% Utilities 1.3%
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VIETNAM EMERGING EQUITY FUND LIMITED

INVESTMENT MANAGER’S REPORT (CONTINUED)

STOCK MARKET

ECONOMY

The VNI added a second consecutive year of solid performance in 2013, up 20.6% after gaining 18.9% in 2012.  This 
accumulated 43.2% two-year advance passed largely unnoticed by commentators both domestic and foreign until 
the beginning of 2014 when it finally dawned on the various groups that Vietnam was and is, by any measure, in an 
extended bull market, and the party continues at the time of writing.

The index gained 16.0% in January 2013 after having added 9.5% in the final month of 2012 on improved sentiment, 
with steady inflows into the Exchange Traded Funds (“ETFs”) from the end of November 2012 marking the bottom of 
the market and gradually attracting the attention of domestic investors.

The continuation of the rally into 2013 was underpinned by increasing optimism as the Government made clear its 
intentions to resolve the issue of non-performing loans (“NPLs”) in the domestic banking sector whilst also 
addressing the overdue reorganisation of state-owned enterprises in order to promote more efficient use of capital 
in future and indicating a desire to create an investment environment more welcoming to foreign investors.

The bouts of tapering-related volatility that were a feature of emerging market activity during 2013 were largely 
absent in Vietnam, with very little selling pressure below the 470 level on the VNI throughout the year once the VNI 
had made a decisive break above 460 in late January 2013. Indeed once that break had been made the index only 
traded below the 460 level on a single day, and then by less than half a point. The index peaked for the year on 10 
June 2013 at a traded high of 533.15 points but only established itself above 500 points in mid-November, building a 
base for a strong advance in the first quarter of 2014 once investors became convinced by the sustainability of 
improvements in the macroeconomic landscape.

The Vietnamese Government has undoubtedly made significant progress through the resolute application of 
consistently strong monetary policy over the past three years.  The Dong has been among the most stable currencies 
in Asia during that period, obviously assisted to an extent by the managed exchange rate against the US dollar, but 
the pressures previously caused by high inflation and large trade deficits have been negated for the time being at 
least, and both are expected to continue to improve, the latter more so, and particularly over the longer term as 
trade surpluses become the norm.

The Consumer Price Index rose by 6.04% in 2013, a steady improvement after the 18.6% and 9.3% levels recorded by 
the General Statistics Office for 2011 and 2012 respectively. The rate of inflation has continued to decline into 2014 
with the latest reading, for March 2014, now at 4.39% on an annualised basis.

The move up the value chain driven by higher value add manufacturing as the country diversifies production from 
garments to electronics made a significant contribution to Vietnam achieving another trade surplus last year after 
the first for 20 years in 2012. This potentially sustained move from deficit to surplus several years ahead of 
expectations remains at the core of our bullishness from a macroeconomic standpoint, assisting the Government to 
attain its objectives of keeping inflation under control and the currency stable for considerably longer than the 
recent three-year boom-bust cycles.

Gross Domestic Product (“GDP”) growth was somewhat anaemic for the first three quarters of 2013 at 5.1% after 5% 
for the whole of 2012 but accelerated in the fourth quarter to reach 5.4% for the full year.  Although this compares 
somewhat poorly with the average of 7% achieved over the previous decade we are confident that the mild 
acceleration in the second half of 2013 will continue into 2014, returning to the mean by the end of 2016.  Foreign 
direct investment into the higher end manufacturing sector is picking up pace and although industrial production 
growth was rather disappointing last year it can be argued that Vietnam's industrial base is in a period of retooling 
and retraining and that it will emerge before too long ready to pick up the pace.  It is easy to draw a relatively 
depressing picture from lagging indicators, an option that many commentators continue to choose, but we prefer to 
look ahead and we remain comfortable extrapolating the positives into a very optimistic medium to long-term 
outlook.  
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VIETNAM EMERGING EQUITY FUND LIMITED

INVESTMENT MANAGER’S REPORT (CONTINUED)

ECONOMY (CONTINUED)

OUTLOOK AND STRATEGY

Kevin Snowball

The Vietnamese Government's commitment to resolving the ongoing problem of NPLs and reducing inefficiencies 
at state-owned enterprises appears to remain a priority.  The Vietnam Asset Management Company (“VAMC”) 
eventually brought into operation in July 2013 has begun the task of resolving bad loans.  The delays evident in the 
relatively slow progress to date have hampered economic growth but the steady pace of recent bond issuances by 
the VAMC should act to restore confidence in the Government's determination to follow through with its plans.

We were present at and contributed to discussions with both the State Securities Commission and the Ho Chi Minh 
City Stock Exchange in September 2013 and were extremely impressed with the determination of both bodies to 
push for reforms in order to improve both overall liquidity and access for foreigners in Vietnam's still relatively 
nascent capital markets.  A recommendation to approve the increase of foreign ownership limits to 60% in non-
sensitive sectors from the current 49% has been submitted to the Prime Minister, and awaits his decision.

In our opinion the raising of foreign ownership limits will be a game changer for the Vietnam stock market whenever 
it happens, and the Company should be very well positioned to benefit from such a move, with a shade over 50% of 
its assets invested in stocks at the foreign ownership limit at the time of writing.

We see few headwinds distracting focus from more access to a market at the low-end of the historic trading range in 
valuation terms, and as progress is made in remedying the ailments of the banking sector, making state-owned 
enterprises more efficient and opening up access to foreigners within an improving macroeconomic environment, 
the VNI should have little trouble passing the October 2009 traded high of 633 before turning its attention to 
beginning an attempt to scale the almost vertical path to the all-time high.

In the meantime, as usual, we will continue with our long-term strategy to build and maintain a high conviction 
portfolio providing Shareholders with access to the highest quality companies listed in Vietnam and thank you for 
your continued support.  

On behalf of the Investment Manager

10 April 2014
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VIETNAM EMERGING EQUITY FUND LIMITED

TEN LARGEST INVESTMENTS

8

Ten largest investments as at 31 December 2013 Valuation % of NAV

VNM

HPG

HCM

STB

FPT

Hoa Phat Group JSC

Ho Chi Minh City Securities Corporation

Sai Gon Thuong Tin Commercial Joint Stock Bank (Sacombank)

FPT Corporation

5

Vinamilk is the largest producer and distributor of dairy products in Vietnam 
and is continuing to expand its production capacity to capitalise on growing 
demand. VNM is currently the second largest listed company in Vietnam 
and is arguably the country's most respected company internationally. 6,013,916

3,256,776

2,745,080

2,559,972

2,344,394

18.6

10.1

8.5

7.9

7.3

Hoa Phat Group JSC is Vietnam's second largest construction steel producer 
with 15% market share and is the leader in this sector in northern Vietnam. 
HPG has significant cost advantages over its domestic competitors due to its 
vertically integrated production process.

Ho Chi Minh City Securities Corporation is the largest broker in terms of 
market share on the Ho Chi Minh City Stock Exchange with 13% as at 31 
December 2013. HCM offers securities brokerage, research and investment 
banking, and is recognised for its experienced, relatively conservative 
management team and good corporate governance standards.

Sacombank was the first Vietnamese bank to be listed (in 2006) and is the 
largest private commercial bank by market capitalisation with total assets of 
US$7.7 billion as at 31 December 2013, having grown its loan book and 
shareholders' equity by 660% and 490% respectively between 2006 and 
2013.

FPT Corporation is Vietnam's leading I.T. services company with top three 
market share across most business lines including systems integration, 
software outsourcing and internet services. Substantial labour cost 
advantages over Indian and other international peers underpin its growing 
software outsourcing business. 

%US$

Vietnam Dairy Products JSC   (Vinamilk)

“JSC” is an abbreviation for “Joint Stock Company”5
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VIETNAM EMERGING EQUITY FUND LIMITED

TEN LARGEST INVESTMENTS (CONTINUED)

9

Valuation % of NAV

HAG

PVD

DPR

MBB

DHG

Petrovietnam Drilling and Well Services JSC

Dong Phu Rubber JSC

Military Commercial Joint Stock Bank

Hoang Anh Gia Lai JSC has traditionally been one of the leading real estate 
developers in Vietnam, with a main focus on the mid-end sector, but has 
more recently diversified into rubber, sugar, hydropower and mining. HAG is 
currently restructuring by spinning off most of its Vietnamese real estate 
assets to focus on its agriculture businesses and its real estate business in 
Myanmar. 1,762,662

1,756,175

1,631,106

1,037,015

810,619

23,917,715

5.5

5.4

5.0

3.2

2.5

74.0

Petrovietnam Drilling and Well Services JSC provides drilling, drilling-related 
services and other technical services.  PVD has over 50% of the drilling 
market in Vietnam. Currently it operates nine rigs consisting of five owned 
and four leased, and has two new rigs on order.

Dong Phu Rubber JSC specialises in producing and processing rubber latex 
and is the second largest rubber company listed on the Ho Chi Minh City 
Stock Exchange in terms of cultivation area. DPR exports around 40% of its 
volume and is expanding its plantations in Vietnam and Cambodia.

Military Bank is the largest private bank by assets in Vietnam with total 
assets of US$8.6 billion as at 31 December 2013. The bank was listed in 2011 
and has reserved 20% of its foreign ownership room in anticipation of 
investment from a strategic partner.

DHG Pharmaceutical JSC manufactures and trades a wide range of 
pharmaceutical products, dietary supplements, cosmetics and other 
products.  The position of DHG as one of the leading enterprises in the 
pharmaceutical industry in Vietnam is due to good brand development 
strategy and a strong distribution network.

%US$

Hoang Anh Gia Lai JSC

Ten largest investments as at 31 December 2013

DHG Pharmaceutical JSC
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VIETNAM EMERGING EQUITY FUND LIMITED

10

Independent Auditor's Report 

To the shareholders of Vietnam Emerging Equity Fund Limited

We have audited the accompanying financial statements of Vietnam Emerging Equity Fund Limited (the 
“Company”), which comprise the balance sheet as at 31 December 2013, and the statement of 
comprehensive income, statement of changes in net assets attributable to participating shareholders and 
statement of cash flows for the year then ended, and notes, comprising a summary of significant 
accounting policies and other explanatory information.

Directors' Responsibility for the Financial Statements

The directors are responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards, and for such internal control as the 
directors determine is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with International Standards on Auditing. Those standards require that we 
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by management, as well as evaluating the 
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the 
Company as at 31 December 2013, and its financial performance and its cash flows for the year then ended 
in accordance with International Financial Reporting Standards.

Other Matter

This report, including the opinion, has been prepared for and only for the shareholders as a body in 
accordance with the terms of our engagement letter dated 23 January 2014 and for no other purpose.  We 
do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other person 
to whom this report is shown or into whose hands it may come save where expressly agreed by our prior 
consent in writing.

PricewaterhouseCoopers
10 April 2014

PricewaterhouseCoopers, PO Box 258, Strathvale House, Grand Cayman KY1-1104, Cayman Islands
T: +1 (345)949 7000, F: +1(345)949 7352, www.pwc.com/ky
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VIETNAM EMERGING EQUITY FUND LIMITED

BALANCE SHEET

As at 31 December

US$US$

Notes
2013 2012

Assets

Current assets

Financial assets at fair value through profit or loss

Due from brokers

Other receivables and prepayments

Cash and cash equivalents

Total assets

Equity

Management shares

Total equity

Liabilities

Current liabilities

Share redemptions payable

Accrued fees and other payables

Net assets attributable to participating shareholders

Total equity and liabilities

Net asset value per participating share (average)

Net asset value per participating share (Lead Series)

Total liabilities (excluding net assets attributable to
   participating shareholders)

6

8

9

32,538,019

-

65,073

282,529

32,885,621

100

100

-

556,013

556,013

32,329,508

32,885,621

5.463

5.402

32,658,741

134,958

63,445

1,033,077

33,890,221

100

100

1,141,405

133,768

1,275,173

32,614,948

33,890,221

4.136

4.137

11

10

11

16

16

The notes on pages 15 to 38 are an integral part of these financial statements.
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VIETNAM EMERGING EQUITY FUND LIMITED

STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December

US$US$

Notes
2013 2012

Dividend income

Income

Management fee

Expenses

Performance fee

Custodian, administration and secretarial fees

Transaction costs

Directors’ fees

Foreign exchange loss - net

Other operating expenses

Total operating expenses

Profit before tax

Net profit for the year

Total comprehensive income for the year

Other comprehensive (loss)/income

Items that will not be reclassified to profit or loss:

Currency translation differences

Income tax expense

Net investment income

1,567,583

(595,985)

(718,294)

(97,550)

(25,370)

(25,989)

(22,230)

(36,039)

(1,521,457)

8,766,257

8,766,257

8,420,160

(346,097)

-

8,720,131

10,287,714

1,864,969

(654,438)

(4,535)

(83,968)

(12,964)

(27,000)

(167)

(35,192)

(818,264)

6,365,553

6,365,553

6,620,451

254,898

-

5,318,848

7,183,817

Net gains on financial assets at fair value 
   through profit or loss 6

12(a)

12(a)

13

12(b)

14

15

12VIETNAM EMERGING EQUITY FUND LIMITED ANNUAL REPORT - DECEMBER 2013
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VIETNAM EMERGING EQUITY FUND LIMITED

STATEMENT OF CHANGES IN NET ASSETS 
ATTRIBUTABLE TO PARTICIPATING SHAREHOLDERS

Net assets attributable to 
participating shareholders

US$US$

2013 2012

Balance at 1 January

Comprehensive income

Net profit for the year

Other comprehensive (loss)/income

Total comprehensive income for the year

Transactions with participating shareholders

Total transactions with participating shareholders for the year

Balance at 31 December

Currency translation differences

Proceeds from redeemable shares issued

Redemptions of redeemable shares

8,766,257

4,800,000

(13,505,600)

(346,097)

8,420,160

32,329,508

(8,705,600)

32,614,948

6,365,553

1,250,000

(2,769,678)

254,898

6,620,451

32,614,948

(1,519,678)

27,514,175

13VIETNAM EMERGING EQUITY FUND LIMITED ANNUAL REPORT - DECEMBER 2013
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VIETNAM EMERGING EQUITY FUND LIMITED

STATEMENT OF CASH FLOWS

Cash flows from operating activities

Purchases of financial assets at fair value

Proceeds from sales of financial assets at fair value

Dividends received

Operating expenses paid

Net cash generated from operating activities

Cash flows from financing activities

Proceeds from redeemable shares issued
Redemptions of redeemable shares 

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year (Note 9)

(1,957,314)

10,577,080

1,573,797

(1,097,106)

9,096,457

4,800,000

(14,647,005)

(9,847,005)

(750,548)

1,033,077

282,529

(3,869,725)

3,940,364

1,883,048

(749,823)

1,203,864

1,250,000

(1,628,273)

(378,273)

825,591

207,486

1,033,077

Year ended 31 December

US$US$

2013 2012
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

(a) New and amended standards that are effective for the year ended 31 December 2013

 

Vietnam Emerging Equity Fund Limited (“the Company”) was incorporated in the Cayman Islands on 25 July 2005.  
Initially it was a closed-end investment company.  The Company was converted to an open-ended mutual fund 
effective from 29 January 2010.

The principal activity of the Company is investment holding with an objective to seek long-term capital appreciation 
of its assets by investing in a portfolio of the equity securities of listed or prelisting Vietnamese companies, whether 
established with domestic or foreign ownership.  The Company may also invest up to 30% of its assets at the time of 
investment in the shares of overseas listed companies.

The principal accounting policies applied in the preparation of these financial statements are set out below.  These 
policies have been applied consistently to all the years presented.

The financial statements of Vietnam Emerging Equity Fund Limited have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”).  The financial statements have been prepared under the 
historical cost convention, as modified by the revaluation of financial assets and financial liabilities (including 
derivative instruments) at fair value through profit or loss.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting 
estimates.  It also requires management to exercise its judgement in the process of applying the Company's 
accounting policies.  The areas involving a higher degree of judgement or complexity, or areas where the 
assumptions and estimates are significant to the financial statements are disclosed in Note 4.

The following standard and amendment to a standard have been adopted by the Company for the first time for the 
financial year beginning 1 January 2013:

IFRS 13 Fair Value Measurement is effective from 1 January 2013.  The standard provides a precise definition of fair 
value and a single source of fair value measurement and disclosure requirements.  IFRS 13 applies when other IFRSs 
require or permit fair value measurements.  It does not introduce any new requirements to measure an asset or a 
liability at fair value, change what is measured at fair value in IFRSs or address how to present changes in fair value.  
The disclosures concerning fair values of financial instruments in Note 3.3 to these financial statements have been 
expanded in accordance with the requirements of IFRS 13.

IAS 1 (amendment) Presentation of Financial Statements - Presentation of Items of Other Comprehensive Income is 
effective for annual periods beginning on or after 1 July 2012.  The amendments include a requirement for entities 
to present separately the items of other comprehensive income that would be reclassified to profit or loss in the 
future if certain conditions are met from those that would never be reclassified to profit or loss.

There are no other new standards, amendments to existing standards or IFRIC interpretations that are effective for 
the year ended 31 December 2013 that have a material impact on the Company's financial statements.
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.1 Basis of preparation (continued)

(b) New standard that is not yet effective and has not been early adopted by the Company

2.2 Foreign currency translation

(a) Functional and presentation currency

(b) Transactions and balances

IFRS 9 Financial Instruments is effective from 1 January 2015.  There are significant changes to existing guidance in 
IAS 39, including the multiple classification and measurement models in IAS 39 being replaced with a single model 
that has only two classification categories: amortised cost and fair value.  Classification under IFRS 9 is driven by the 
entity's business model for managing the financial instruments and the contractual characteristics of the financial 
instruments.  Adoption of IFRS 9 will result in changes to the presentation and disclosure of financial assets in the 
financial statements of the Company, but will not impact on the recognition and measurement of the financial 
assets.

There are no other new standards, amendments to existing standards or IFRIC interpretations that are not yet 
effective that would be expected to have a material impact on the Company's financial statements.

Items included in the financial statements of the Company are measured using the currency of the primary 
economic environment in which the Company operates (the “functional currency”).  The functional currency of the 
Company is the Vietnamese dong (the “Dong”), which reflects the Company's primary activity of investing in equity 
securities of listed or prelisting Vietnamese companies.  The majority of the Company's investments are originally 
made in Dong denominated securities and will be liquidated and realised in Dong.  

The Company has adopted the US dollar as its presentation currency, as its shareholders are based outside SR 
Vietnam and the US dollar is a more widely used and recognised currency than the Dong.  The shareholders' 
investments in the Company are made in US dollar and any redemptions will be paid to the shareholders in US dollar.  

The Company's results and financial position are translated from its functional currency to its presentation currency 
as follows:

(i) assets and liabilities, including participating shares, are translated at the closing rate at the balance sheet 
date;   

(ii) equity items are translated using the exchange rate at the transaction date;

(iii) income and expenses are translated using the exchange rate at the transaction date; and

(iv) all exchange differences arising on translation are recognised in the statement of comprehensive income 
within “Other comprehensive income/(loss)”.

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the 
dates of the transactions.  Foreign currency assets and liabilities are translated into the functional currency using 
the exchange rates prevailing at the balance sheet date.

Foreign exchange gains and losses arising from translation are recognised in the statement of comprehensive 
income within “Foreign exchange gain/(loss) – net”.

Foreign exchange gains and losses relating to the financial assets carried at fair value through profit or loss are 
recognised in the statement of comprehensive income within “Net gains/(losses) on financial assets at fair value 
through profit or loss”.
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.3 Financial assets at fair value through profit or loss 

(a) Classification

(b) Recognition/derecognition

(c) Measurement

(d) Fair value estimation 

(e) Transfers between levels of the fair value hierarchy 

The Company classifies its investments in equity securities, and related derivatives, as financial assets at fair value 
through profit or loss.  These financial assets are classified as held for trading or designated by the Board of Directors 
at fair value through profit or loss at inception. 

Financial assets or financial liabilities held for trading are those acquired or incurred principally for the purposes of 
selling or repurchasing in the short term, or those that are part of a portfolio of identifiable financial investments 
that are managed together and for which there is evidence of a recent actual pattern of short-term profit taking.  
Derivatives are also categorised as held for trading.  The Company does not classify any derivatives as hedges in a 
hedging relationship.

Financial assets designated at fair value through profit or loss at inception are those that are managed and their 
performance evaluated on a fair value basis in accordance with the Company's documented investment strategy.  
The Company's policy is for the Investment Manager and the Board of Directors to evaluate the information about 
these financial assets on a fair value basis together with other related financial information.

Regular-way purchases and sales of investments are recognised on the trade date - the date on which the Company 
commits to purchase or sell the investment.  Investments are derecognised when the rights to receive cash flows 
from the investments have expired or the Company has transferred substantially all risks and rewards of ownership.

Financial assets at fair value through profit or loss are initially recognised at fair value.  Transaction costs are 
expensed as incurred in the statement of comprehensive income.  Subsequent to initial recognition, all financial 
assets at fair value through profit or loss are measured at fair value.  Gains and losses arising from changes in the fair 
value of the 'financial assets at fair value through profit or loss' category are presented in the statement of 
comprehensive income in the period in which they arise.  

Fair value of listed equity securities is based on their last traded prices at the last official close of the Ho Chi Minh City 
Stock Exchange or Hanoi Stock Exchange (“the Exchanges”) or on quoted market prices at the close of trading at 
another relevant stock exchange on the relevant valuation day.

The fair value of financial instruments that are not traded in an active market is determined by using valuation 
techniques.  The Company uses a variety of methods and makes assumptions that are based on market conditions 
existing at the balance sheet date.  Valuation techniques include the use of comparable recent arm's length 
transactions, earnings multiples, net asset valuations, discounted cash flow analysis, option pricing models and 
other valuation techniques commonly used by market participants.

From time-to-time, the Company may hold rights to acquire shares, which are financial instruments that are not 
quoted in an active market.  Fair values of such derivative financial instruments are determined using valuation 
techniques, usually an option pricing model.  The inputs to the valuation models and the results arising are reviewed 
by experienced personnel at the Investment Manager, independent of the valuation team.

Transfers between levels of the fair value hierarchy are deemed to have occurred at the end of the reporting period.
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.4 Due from and due to brokers

2.5 Offsetting financial instruments

2.6 Cash and cash equivalents

2.7 Accrued fees and expenses

2.8 Redeemable shares

2.9 Dividend income

Amounts due from and due to brokers represent receivables for securities sold and payables for securities 
purchased that have been contracted for but not yet settled or delivered on the balance sheet date.  These amounts 
are recognised initially at fair value and subsequently measured at amortised cost using the effective interest 
method, less provision for impairment for amounts due from brokers.

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally 
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realise the 
asset and settle the liability simultaneously.

Cash and cash equivalents includes cash on hand, deposits held at call with banks and other short-term investments 
with original maturities of three months or less, and bank overdrafts.  Bank overdrafts, if any, are shown within 
borrowing in current liabilities on the balance sheet.

Accrued fees and expenses are recognised initially at fair value and subsequently stated at amortised cost using the 
effective interest method.

The Company issues one class of participating shares which are redeemable at the holder's option.  Participating 
shares are issued at prices based on the net asset value per share of the Company's Lead Series at the time of issue.  
Subscription monies received before the subscription dealing day are recorded as advances from shareholders in 
current liabilities.  

The Company issues a new series of shares each time there is a subscription.  If a performance fee is payable on the 
Lead Series in respect to a financial year, every series on which a performance fee is payable in respect to that 
financial year will be consolidated into the Lead Series at the start of the subsequent financial year.

Participating shares can be put back to the Company, on the terms set out in the Prospectus, for cash equal to the net 
asset value per share of the relevant series as adjusted for the applicable redemption fee and any price adjustments 
and transaction costs as set out in the Prospectus.  

The participating shares are classified as financial liabilities.

The participating shares are carried at the redemption amount that would be payable at the balance sheet date, 
before adjustment for the applicable redemption fee and any price adjustments and transaction costs, if the holder 
exercises the right to put the shares back to the Company.

If a share redemption order is received and approved by the Fund Administrator, the amount payable is posted to 
share redemption payables on the applicable redemption dealing day, based on the net asset value per share of the 
relevant series on the relevant valuation point as adjusted for the applicable redemption fee and any price 
adjustments.

Dividend income is recognised when the Company's right to receive payment is established.
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2.10 Transaction costs

2.11 Dividend distribution

2.12 Current and deferred taxation 

2.13 Related parties

Transaction costs are costs incurred to acquire financial assets or financial liabilities at fair value through profit or 
loss.  They include commissions paid to brokers.  Transaction costs, when incurred, are immediately recognised as 
an expense in the statement of comprehensive income.

Dividend distribution to the Company's shareholders is recognised as a liability in the Company's financial 
statements in the period in which the dividends are declared by the Board of Directors.

The Company is domiciled in the Cayman Islands.  Under the current laws of the Cayman Islands, there is no 
corporate tax, capital gains tax or other taxes payable by the Company.

The Company is subject to tax of 0.1% of the gross proceeds when it sells all or part of its investments in domestic 
securities in Vietnam.  Equity shares of non-public joint stock companies and ownership interests in limited liability 
companies in Vietnam are not regarded as securities and are subject to income tax on any gain made.  

The Company classifies tax on sales of securities as a deduction from net gains/(losses) on financial assets in the 
statement of comprehensive income and tax on sales of interests in non-public joint stock companies or limited 
liability companies within income tax expense in the statement of comprehensive income.

Dividends received by the Company from equity investments in Vietnam are not subject to withholding taxes.  
Dividends received by the Company from holdings in investment funds in Vietnam, interest from cash deposits at 
banks operating in Vietnam, interest from Vietnamese bonds and interest from certificates of deposit are subject to 
withholding taxes.  The Company classifies withholding taxes on dividends and interest within income tax expense 
in the statement of comprehensive income.

The Company is not liable for Vietnamese taxes on its income derived from outside Vietnam and capital gains 
derived from sale or other disposal of its non-Vietnamese investments.  

Deferred income tax is recognised, using the liability method, on temporary differences arising between the tax 
bases of assets and liabilities and their carrying amounts in the financial statements. 

Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the 
balance sheet date.

Related parties include any entities and individuals owning, directly or indirectly, an interest in the voting power of 
the Company that gives them control or significant influence over the Company.  The Company's Directors, 
Investment Manager, directors and key management personnel of the Investment Manager, including close 
members of the family of these individuals and entities which are controlled, jointly controlled or significantly 
influenced by, or for which significant voting power in such entity resides with, directly or indirectly, these 
individuals, also constitute related parties.  In considering each possible related party relationship, attention is 
directed to the substance of the relationship, and not merely the legal form.
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
 

2.14 Segment reporting

3. FINANCIAL RISKS

3.1 Financial risk factors

3.1.1 Market price risk

Market price risk - sensitivity analysis

Operating segments are reported in a manner consistent with the internal reporting used by the chief operating 
decision-maker.  The chief operating decision-maker, who is responsible for allocating resources and assessing 
performance of the operating segments, has been identified as the Chief Executive Officer of the Investment 
Manager.

The Company invests in equity securities for the long term so as to achieve its investment objective, as set out in 
Note 1.  All securities investments present a risk of loss of capital.  In pursuing its investment objective, the Company 
is exposed to a variety of risks that could result in a reduction in the Company's net assets.  These risks include 
market price risk, interest rate risk, credit risk, liquidity risk, currency risk and conversion risk.  The risk management 
policies employed by the Company to manage these risks are set out below.

Market price risk is the risk that the value of a financial asset will fluctuate as a result of changes in market prices, 
whether or not those changes are caused by factors specific to the individual asset or factors affecting all assets in 
the market.  

The Company is exposed to market price risk on all of its investments.  Currently most of the investments of the 
Company are in equity securities of listed Vietnamese companies, resulting in a concentration of market price risk as 
the value of the financial assets of the Company are particularly heavily dependent on the performance of the 
Vietnam stock exchanges.

The Company's Investment Manager, PXP Vietnam Asset Management Limited, provides a continuous investment 
programme for the Company's assets, including seeking suitable investments for the Company, determining the 
appropriate time for the disposal of its investments, and the provision of investment research and advice with 
respect to all investments and cash equivalents comprised in the Company's assets.  The performance of 
investments held by the Company is monitored closely by the Investment Manager.  In monitoring the investments, 
the Investment Manager reviews all relevant financial statements and maintains contact to the extent possible with 
the board and management of the investee companies.

The Company invests across a range of industries.  The current intention is to invest no more than 40% of the 
Company's assets at the time of investment in any one sector.

The table on the following page summarises the sensitivity of the Company's net assets and average NAV per share 
to movements in the Viet Nam Index (“VNI”), which is the capitalisation-weighted index comprising the listed shares 
of every company listed on the Ho Chi Minh City Stock Exchange, as at 31 December 2013.  The analysis is based on 
the assumptions that the VNI increased and decreased by 20% (31 December 2012: 30%) with all other variables 
held constant and that the fair value of the Company's portfolio of equity securities moved according to their 
historical correlation with the VNI.  The historical beta of the Company's equity portfolio with upward movements in 
the VNI is 0.78 (31 December 2012: 0.84) of the index gain and 0.71 (31 December 2012: 0.80) of downward 
movements in the index.   The analysis presented in the financial statements for the year ended 31 December 2012 
used the three year historical correlation of the Company's portfolio with the VNI.  In the financial statements for 
the year ended 31 December 2013, the analysis has been enhanced by using the historical correlation with upward 
and downward movements of the VNI over a five year period.
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

3. FINANCIAL RISKS (CONTINUED)

3.1.1 Market price risk (continued)

Market price risk - sensitivity analysis (continued)

As at 31 December

2013 2012

Net assets
US$

NAV per share
US$

Net assets
US$

NAV per share
US$

Effect of a 20% (2012: 30%)
   increase in the VNI

Effect of a 20% (2012: 30%)
   decrease in the VNI

5,075,931 8,230,0020.86 1.05

(4,620,399) (7,838,099)(0.78) (0.99)

The Investment Manager uses the VNI as a reference point.  However, the Investment Manager does not manage 
the Company's investment strategy to track the VNI or any other index or external benchmark.  The sensitivity 
analysis presented is based upon the historical correlation of the Company's investment portfolio to the VNI.  The 
composition of the Company's investment portfolio and the correlation to the VNI can be expected to change over 
time.  The sensitivity analysis prepared as at 31 December 2013 is not necessarily indicative of the effect on the 
Company's net assets and NAV per share of future movements in the VNI. 

Interest rate risk is the risk that the value of interest-bearing assets will fluctuate in value as a result of changes in 
interest rates. 

The majority of the Company's financial assets are non-interest bearing.  As a result, the Company does not have 
direct exposure to a significant amount of risk due to fluctuations in the prevailing level of market interest rates.  The 
Company may be indirectly affected by the impact of interest rate changes on the earnings of certain companies in 
which the Company invests.  The investment research team of the Investment Manager incorporates exposure to 
interest rate changes in its valuation models for investee companies when appropriate.  

The Company is exposed to credit risk, which is the risk that one party to a financial instrument will cause a financial 
loss for the other party by failing to discharge an obligation.

All transactions in listed securities are settled/paid for upon delivery using approved brokers.  For transactions of 
listed securities in Vietnam, the risk of default is considered minimal as it is a pre-funding market.  The availability of 
cash for a buy trade or securities for a sell trade is confirmed to the relevant broker by the custodian bank before 
trade execution.  Securities are settled through the Vietnam Securities Depository and the cash settlement is 
outsourced to a Vietnamese State-owned bank.

The bank accounts of the Company are held at one bank in Hong Kong that has a Standard & Poor's rating of short-
term A-1+, long-term AA- and outlook stable as at 31 December 2013 and in the Vietnam subsidiary of the same 
bank which does not have a separate credit rating.

3.1.2 Interest rate risk

3.1.3 Credit risk
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

3. FINANCIAL RISKS (CONTINUED)

3.1.3 Credit risk (continued)

The maximum exposure to credit risk at the balance sheet dates is the carrying amount of the financial assets as set 
out below. 

None of these financial assets is either past due or impaired at the balance sheet dates. 

Liquidity risk is the risk that the Company may not be able to generate sufficient cash resources to settle its 
obligations in full as they fall due or can only do so on terms that are materially disadvantageous.

For all purchases of listed securities in Vietnam, as it is a pre-funding market, the Company will have sufficient cash 
available before trade execution to settle the liability.

When making investments in prelisting companies, the intention of the Company is that liquidity will be provided by 
the subsequent listing of the shares of the prelisting company on the Exchanges.  However, the length of time before 
a prelisting company completes a listing of its shares on the Exchanges usually cannot be forecasted accurately at 
the time of investment, and it is possible that in certain cases the prelisting company does not accomplish a listing 
and the Company will be holding a relatively illiquid investment.

The Company is permitted to borrow money and to grant security over its assets.  However, the Articles of 
Association limit such borrowings to a percentage of the latest available net asset value of the Company at the time 
of the borrowing, such percentage being specified in the current Prospectus of the Company as 25%.  No such 
borrowings have arisen during the year.

The Company is exposed to monthly cash redemptions of shares.  Substantial withdrawals by investors within a 
short period of time could require the Company to liquidate investments more rapidly than would otherwise be 
desirable, possibly reducing the value of the Company's assets and/or disrupting the Company's investment 
strategy.  

The policy of the Company is to invest the majority of its assets in investments that are traded in an active market 
and can be readily disposed.  Investments in prelisting equity investments are restricted to no more than 10% of the 
Company's assets at the time of investment.  

In order to manage the Company's overall liquidity, the maximum net redemption on each dealing day (usually the 
first business day in each month) will be restricted to the average daily turnover at the Ho Chi Minh City Stock 
Exchange of the 10 business days preceding that dealing day.    

3.1.4 Liquidity risk

US$US$

As at 31 December

2013 2012

Derivative financial instruments

Due from brokers

Dividends receivable

Cash and cash equivalents

Total

-

-

55,702

282,529

338,231

9,521

134,958

61,917

1,033,077

1,239,473
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

3. FINANCIAL RISKS (CONTINUED)

3.1.4 Liquidity risk (continued)

The table below analyses the Company's financial liabilities into relevant maturity groupings based on the 
remaining period at the balance sheet date to the contractual maturity date.  The amounts in the table are the 
contractual undiscounted cash flows.

If it was required, the Company could sell listed equity securities to raise sufficient cash in less than five days to settle 
outstanding financial liabilities as presented above.

Participating shares of the Company may be redeemed on demand at the holder's option on any dealing day after 
giving notice of 30 business days, for cash equal to the net asset value per share of the relevant series as adjusted for 
the applicable redemption fee and any price adjustments and transactions costs as set out in the Prospectus.  The 
balance of net assets attributable to holders of redeemable shares may be regarded as having a contractual maturity 
of 30 business days.  The Directors do not envisage that this contractual maturity will be representative of the actual 
cash outflows, as holders of these instruments typically hold them for the medium to long term.

The functional currency of the Company is the Dong.  Foreign currency risk, as defined in IFRS 7, arises as the value of 
future transactions, recognised monetary assets and monetary liabilities denominated in a currency other than the 
functional currency fluctuate due to changes in foreign exchange rates. 

Management monitors the exposure on all foreign currency denominated assets and liabilities.  The table on the 
following page summarises the Company's monetary assets and monetary liabilities which are denominated in a 
currency other than the Dong.

3.1.5 Currency risk and conversion risk

Foreign exchange risk

At 31 December 2012

Share redemptions payable

Performance fee payable

Accrued fees and other payables

Contractual cash out flows

1,141,405

-

108,233

1,249,638

-

4,535

21,000

25,535

US$US$

Less than
one month

One month to
12 months

At 31 December 2013

Performance fee payable

Accrued fees and other payables

Contractual cash out flows

-

36,711

36,711

498,002

21,300

519,302

23VIETNAM EMERGING EQUITY FUND LIMITED ANNUAL REPORT - DECEMBER 2013



VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

3. FINANCIAL RISKS (CONTINUED)

3.1.5 Currency risk and conversion risk (continued)

Foreign exchange risk (continued)

Currency risk - sensitivity analysis

As at 31 December 2013, had the US dollar strengthened by 5% (31 December 2012: 10%) in relation to the Dong, 
with all other variables held constant, there would be a net exchange loss arising from cash and payables 
denominated in US dollar which is estimated as US$27,000 (31 December 2012: US$24,000).  A 5% (31 December 
2012: 10%) devaluation of US dollar against the Dong would give an estimated equal but opposite net exchange gain.

The majority of the Company's investments are denominated in Dong and pay dividends in Dong.  Shareholders' 
investments in the Company are made in US dollar, and the Company converts such US dollar into Dong prior to 
making investments.  The Company will need to convert Dong to a foreign currency to make distributions, if any, to 
shareholders or to settle redemptions of participating shares, but the Dong currently is not a freely convertible 
currency.  There have been occasions in the past when there was limited availability of hard currency in the Vietnam 
banking system, and this situation may recur.  The most recent such period ended in the first half of 2011.  It is 
possible that the Company may have difficulty accomplishing the conversion of Dong into foreign currencies, or such 
conversion may only be possible at exchange rate levels at which the Company will suffer considerable exchange 
losses.  Any delay in conversion increases the Company's exposure to devaluation of the Dong against other 
currencies.  If conversion is not effected at all, some of the Company's assets may be denominated in a non-
convertible currency.

The Company may seek to hedge against a decline in the value of the Company's investments in US dollar terms 
resulting from currency depreciation but only if and when suitable hedging instruments are available on a timely 
basis and on acceptable terms.  There is no assurance that any hedging transactions engaged in by the Company will 
be successful in protecting against currency depreciation.  The Company has no outstanding hedging instrument as 
at 31 December 2013 and as at 31 December 2012.

The capital of the Company is represented by the net assets attributable to shareholders.  The amount of net assets 
attributable to holders of participating shares could change significantly on a monthly basis as the Company is 
subject to monthly subscriptions and redemptions at the discretion of shareholders.  The Company's objective when 
managing capital is to safeguard the Company's ability to continue as a going concern in order to provide returns to 
shareholders and to maintain a strong capital base to support the development of the investment activities of the 
Company.

Conversion risk

3.2 Capital risk management

US$US$

Amounts denominated in US$

Monetary assets

Monetary liabilities

8,574

(556,013)

1,032,000

(1,274,768)

As at 31 December

2013 2012
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

3. FINANCIAL RISKS (CONTINUED)

3.2 Capital risk management (continued)

In order to maintain or adjust the capital structure, the Company's policy is to perform the following:

?Monitor the level of monthly subscriptions and redemptions relative to the assets it expects to be able to 
liquidate within one month; and

?Redeem and issue new shares in accordance with the Prospectus of the Company, which includes the ability 
to restrict redemptions and require certain minimum holdings and subscriptions.

The Board of Directors and Investment Manager monitor capital on the basis of the value of net assets attributable 
to shareholders.

3.3 Fair value estimation

Financial instruments carried at fair value are analysed using a fair value hierarchy that reflects the significance of 
the inputs used in making the fair value measurement, as follows:

?Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the 
entity can access at the measurement date;

?Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset 
or liability, either directly or indirectly; and

?Level 3 inputs are unobservable inputs for the asset or liability.

The following table presents the Company's financial assets (by class) that are measured at fair value:

Level 1 Level 3

US$ US$ US$ US$

Financial assets designated at fair value
through profit or loss at inception:

Financial assets designated at fair value
through profit or loss at inception:

Level 2
Total 

balance

At 31 December 2013

At 31 December 2012

- Equity securities

Financial assets held for trading:

- Derivatives

- Equity securities

Total financial assets measured at
   fair value

Total financial assets measured at
   fair value

31,921,175

31,921,175

31,649,014

31,649,014

-

128,844

-

-

-

488,000

1,000,206

1,009,727

9,521

32,538,019

32,649,220

32,658,741

9,521

32,538,019488,000128,844

25

All fair value measurements disclosed are recurring fair value measurements.
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

3. FINANCIAL RISKS (CONTINUED)

3.3 Fair value estimation (continued)

Transfers between levels

The Company recognises transfers between levels of the fair value hierarchy as of the end of the reporting period 
during which the transfer has occurred.  The following table  presents the transfers between levels:

Level 2

US$ US$ US$

Transfer between Levels 1 and 2:

Transfer between Levels 1 and 3:

Transfer between Levels 1 and 3:

Transfer between Levels 3 and 1:

Level 1 Level 3

Year ended 31 December 2013

Year ended 31 December 2012

- Equity securities

- Equity securities

- Equity securities

- Equity securities

(128,844)

(186,303)

(1)

270,442

128,844

-

-

-

-

186,303

1

(270,442)

In the year ended 31 December 2013, the Company transferred one equity holding from Level 1 to Level 2 when the 
issuer, an investment fund, was delisted from Ho Chi Minh City Stock Exchange prior to its conversion from a closed-
end to an open-ended fund, and transferred one equity holding from Level 1 to Level 3 when the issuer was delisted 
from Ho Chi Minh City Stock Exchange.  One equity holding was transferred from Level 3 to Level 1 when the shares 
of the issuer were listed on the Stuttgart Stock Exchange.  In the year ended 31 December 2012, this same equity 
holding had been transferred from Level 1 to Level 3 when the issuer was delisted from the Xetra Stock Exchange.

The fair values of financial assets traded in active markets are based on their last traded prices at the last official close 
of the Exchanges or on quoted market prices at the close of trading at another relevant stock exchange on the 
valuation date.  An active market is a market in which transactions for the asset or liability take place with sufficient 
frequency and volume to provide pricing information on an ongoing basis.  These instruments are included in Level 
1.  Instruments included in Level 1 comprise primarily equities listed on the Exchanges which are designated as 
financial assets at fair value through profit or loss.

The Level 2 financial asset as at 31 December 2013 is a holding in the redeemable shares of an open-ended fund 
which are not traded in an active market.  The fair values of investments in shares of funds that are not traded in an 
active market are based on the NAV per share of the fund.  Management uses its judgement to assess if a premium or 
discount, if any, should be applied to the NAV figures.  As this fund permits its shares to be redeemed on a fortnightly 
basis with one day's notice at NAV per share, the investment in redeemable shares held in this fund is valued at the 
latest published NAV per share at the balance sheet date.

Financial instruments in Level 1

Financial instruments in Level 2
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

3. FINANCIAL RISKS (CONTINUED)

3.3 Fair value estimation (continued)

Financial instruments in Level 3

Valuation process

Fair value of unlisted equity securities

If one or more of the significant inputs required to fair value an instrument is not based on observable market data, 
the instrument is included in Level 3.  As observable prices are not available for these securities, the Company has 
used valuation techniques to derive the fair values. 

The Level 3 equity amount at 31 December 2013 consists of four unlisted equity securities (31 December 2012: four 
unlisted equity securities).  The methods used for the valuations of the four unlisted equity holdings are:

?property development company: net asset valuation with a market discount;

?telecommunications company: estimate value of the telecoms licence, deduct estimated liabilities and 
apply a marketability discount; 

?pharmaceutical company: earnings multiple valuation with the application of a marketability discount; and

?securities company: price to book ratio valuation with the application of a marketability discount.

The Level 3 derivative amount at 31 December 2012 represented rights to acquire shares in one issuer that is listed 
on the Ho Chi Minh City Stock Exchange.  The rights were exercised on 14 January 2013.  The rights were valued 
using an option pricing model.

The research team of the Investment Manager performs the valuations of financial assets required for financial 
reporting purposes, including Level 3 fair values.  The valuations are reviewed by the Chief Financial Officer of the 
Investment Manager and are approved by the Board of the Company.

The valuation of the holding of shares in a property development company as at 31 December 2013 was US$448,340 
(31 December 2012: US$454,247) after applying a market discount of 50% (31 December 2012: 50%) to the net 
asset valuation of the company.  The assets of the company comprise a mix of in-progress development projects and 
land bank.  The valuation is based on a sum-of-the-parts valuation of each project of the company, of which the 
development properties are valued by taking the estimated cash inflows from property sales minus outstanding 
costs and the land bank is valued based on comparable market prices.  If the net asset valuation was 
increased/decreased by 20%, this would have resulted in an increase/decrease in value of US$90,000 (31 December 
2012: US$91,000).  If the market discount was higher/lower by 20% this would have resulted in a decrease/increase 
in value of US$179,000 (31 December 2012: US$182,000).

The valuation of the holding of shares in a telecommunications company as at 31 December 2012 was based on an 
estimate of the value of the telecoms licence, deduction of estimated liabilities and application of a marketability 
discount of 40% to give a valuation as at 31 December 2012 of US$334,908.  Due to increased uncertainty over the 
ability of the company to exploit its telecoms licence, this valuation has been marked down to US$1 as at 31 
December 2013.

The other holdings in unlisted equity securities in Level 3 are valued at US$39,659 in total as at 31 December 2013 
(31 December 2012: US$211,051) and reasonable possible changes to the unobservable inputs in the valuations for 
these holdings would not change fair value significantly.

No interrelationships between unobservable inputs used in the Company's valuation of its Level 3 equity 
investments have been identified.
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

3. FINANCIAL RISKS (CONTINUED)

3.3 Fair value estimation (continued)

Financial instruments in Level 3 (continued)

Movement

The following table presents the movement in Level 3 instruments by class of financial instrument.

Equity

US$ US$ US$

Opening balance

Opening balance

Transfer from Level 1 - delisted equity

Transfer from Level 1 - delisted equity

Transfer to Level 1 - listed equity

Closing balance

Closing balance

Change in unrealised gains or losses for Level 3 assets
held at year-end and included in “Net gains on
financial assets at fair value through profit or loss”

Change in unrealised gains or losses for Level 3 assets
held at year-end and included in “Net gains on
financial assets at fair value through profit or loss”

Derivatives Total

Year ended 31 December 2013

Year ended 31 December 2012

Exercise of rights

Total unrealised losses recognised in profit or loss,
included in “Net gains on financial assets at fair
value through profit or loss”

Total unrealised gains/losses recognised in profit or loss,
included in “Net gains on financial assets at fair
value through profit or loss”

Total losses recognised in other comprehensive income,
included in “Currency translation differences”

Total losses recognised in other comprehensive income,
included in “Currency translation differences”

(9,521)

-

9,521

-

-

-

-

-

-

9,521

-

9,521

9,521

-

- (9,521)

(230,593)

(996,555)

(230,593)

(987,034)

(11,172)

14,912

(11,172)

14,912

1

186,303

1

186,303

(270,442)

488,000

1,000,206

(317,329)

(996,555)

(270,442)

488,000

1,009,727

(987,034)

1,000,206

1,795,546

1,009,727

1,795,546

(317,329)
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

3. FINANCIAL RISKS (CONTINUED)

3.3 Fair value estimation (continued)

Assets and liabilities not carried at fair value but for which fair value is disclosed

The following table analyses within the fair value hierarchy the Company's assets and liabilities (by class) not 
measured at fair value at 31 December 2013 but for which fair value is disclosed:

29

Level 1 Level 3

US$ US$ US$ US$

Dividends receivable

Accrued fees and other payables

Cash and cash equivalents

Net assets attributable to participating
   shareholders

Total

Total

Level 2
Total 

balance

Assets

Liabilities

-

-

-

282,529

282,529

55,702

556,013

55,702

32,885,521

-

32,329,508

-

-

-

-

-

--

55,702

556,013

282,529

32,329,508

338,231

32,885,521

The assets and liabilities included in the above table are carried at amortised cost; their carrying values are a 
reasonable approximation of fair value.

Dividends receivable represents the amounts due to the Company from dividends declared by investee companies 
with ex-dates on or before the balance sheet date.  

Accrued fees and other payables represent the contractual amounts and obligations due by the Company for 
settlement of fees and expenses.

Participating shares can be put back to the Company, on the terms set out in the Prospectus, for cash equal to the net 
asset value per share of the relevant series as adjusted for the applicable redemption fee and any price adjustments 
and transaction costs as set out in the Prospectus.  The fair value is based on the amount payable on demand, before 
adjustment for the applicable redemption fee and any price adjustments and transaction costs, discounted from the 
first date that the amount could be required to be paid.  The impact of discounting in this instance is not material.  As 
such, Level 2 is deemed to be the most appropriate classification for net assets attributable to participating 
shareholders.
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

4. ESTIMATES AND JUDGEMENTS

4.1 Accounting estimates and assumptions

Fair value of securities not quoted in an active market

4.2 Judgements in applying accounting policies

Functional currency

5. SEGMENT INFORMATION

The key area of estimation and assumption in applying accounting policies that has a significant effect on the 
amounts recognised in the financial statements is noted below. 

The fair value of equity securities that are not traded in an active market is determined by using valuation 
techniques.  The research team of the Investment Manager performs the valuations of unlisted equity holdings 
using its own models, which primarily employ earnings multiples, discounted cash flows and net asset valuation 
methods, with the application of marketability discounts.  The valuations are reviewed by the Chief Financial Officer 
of the Investment Manager on a monthly basis and are reviewed and approved by the Board of the Company on a 
quarterly basis.

The key area of judgement in applying accounting policies that has a significant effect on the amounts recognised in 
the financial statements is noted below.

Management considers the Dong the currency that most faithfully represents the economic effect of the underlying 
transactions, events and conditions.  The Company's primary activity is to invest in equity securities of listed or 
prelisting Vietnamese companies.  The majority of the Company's investments are originally made in Dong 
denominated securities and will be liquidated and realised in Dong.  Expenses of the Company are primarily 
denominated in US dollar, with the largest expenses being based on the net asset value of the Fund which is 
substantially determined by the value of the investments held.

The Chief Executive Officer (“CEO”) of the Investment Manager makes the strategic resource allocations on behalf of 
the Company.  The CEO is responsible for the Company's entire portfolio and makes decisions based on a single, 
integrated investment strategy with the performance of the Company being evaluated on an overall basis.  The 
internal reports which the CEO uses are prepared on a consistent basis with the recognition and measurement 
principles of IFRS.  Based on the structure of internal reviews, the CEO considers that the Company operates in a 
single operating segment and there has been no change in the way the Company operates in the years ended 31 
December 2013 and 2012.

The Company is domiciled in the Cayman Islands and invests predominantly in Vietnamese companies, which are 
mostly listed companies.

The Company has a diversified shareholder population.  See Note 11 for information on the shares of the Company.  
As at 31 December 2013, the three largest shareholders held 23.6% (31 December 2012: 16.1%), 15.5% (31 
December 2012: Nil) and a beneficial interest of 13.3% (31 December 2012: 10.0%) in the participating shares of the 
Company.  There were no other shareholders as at 31 December 2013 or 31 December 2012 who held greater than 
10% of the Company's participating shares. 
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NOTES TO THE FINANCIAL STATEMENTS 
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6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

US$

US$

US$

US$

%US$

As at 31 December

Year ended 31 December

As at 31 December

2013

2013

2013

Financial assets designated at fair value through profit or loss
   at inception

Opening balance

Purchases

Consumer staples

- Listed equity securities

Sales proceeds

Energy

Net gains recognised in profit or loss

Financials

Difference arising on translation to presentation currency

Healthcare

Industrials

Information technology

Materials

Property

Telecommunication services

Utilities

Closing balance

- Unlisted equity securities

Financial assets held for trading
- Derivatives

Total financial assets at fair value through profit or loss

31,921,175

(10,442,122)

(356,045)

32,658,741

5,892,810

1,396,703

8,075,250

1,547,222

3,004,558

2,151,575

6,649,661

3,268,257

334,908

316,813

32,658,741

22.9

5.5

25.6

2.6

7.3

7.4

17.7

9.7

0.0

1.3

100.0

7,462,929

1,797,380

8,321,594

850,276

2,365,692

2,411,610

5,758,614

3,146,861

1

423,062

32,538,019

32,538,019

1,957,314

8,720,131

616,844

32,538,019

-

32,538,019

31,649,014

(4,075,322)

27,288,597

Consumer discretionary 20,984-- 0.1

18.0

4.3

24.7

4.7

9.2

6.6

20.4

10.0

1.0

1.0

100.0

32,658,741

3,869,725

5,318,848

256,893

1,000,206

32,649,220

9,521

32,658,741

2012

2012

2012

Movements in financial assets at fair value through profit or loss in the year:

Analysis of financial assets at fair value through profit or loss by industrial sector:

US$ %
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NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (CONTINUED)

As at 31 December 2013, the value of one holding in the equity of an issuer within the consumer staples sector is 
18.6% of the net asset value of the Company (31 December 2012: 12.8%) and the value of one holding in the equity 
of an issuer within the materials sector is 10.1% of the net asset value of the Company (31 December 2012: 6.2%).  
There are no other holdings with value exceeding 10% of the net asset value of the Company as at 31 December 
2013 or 31 December 2012. 

The Company does not hold any interests of more than 10% in the equity of the issuers.

Analysis of financial assets at fair value through profit or loss by country of incorporation of the issuer:

US$

US$

US$

US$

As at 31 December

As at 31 December

As at 31 December

2013

2013

2013

SR Vietnam

Vietnamese dong

Vietnamese dong/US dollar

Cayman Islands

Euro

Euro/US dollar

Singapore

Singapore dollar

Singapore dollar/US dollar

Total

Total

67,215

67,215

1.26

32,200,362

32,200,362

21,080

32,538,019

32,538,019

270,442

270,442

0.73

65,499

65,499

1.22

32,406,939

32,406,939

20,835

32,658,741

32,658,741

186,303

186,303

0.76

2012

2012

2012

Analysis of financial assets at fair value through profit or loss by currency of denomination:

The year-end exchange rates were:
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6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (CONTINUED)

Net gains arising from changes in the fair values of financial assets at fair value through profit or loss in the year:

US$US$

Year ended 31 December

2013

Realised gains on sales of financial assets at fair value

Unrealised gains on financial assets at fair value

Net gains recognised in profit or loss

2,070,732

6,649,399

8,720,131

1,260,831

4,058,017

5,318,848

2012

Net gains arising from changes in the fair values of financial assets at fair value through profit or loss as presented 
above is calculated with reference to the fair values of assets held at the start of the year and the costs of assets 
purchased during the year.

7. FINANCIAL INSTRUMENTS BY CATEGORY

Financial assets at
fair value through

profit or loss

US$ US$ US$

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss

Loans and 
receivables Total

Assets as per balance sheet

At 31 December 2013

At 31 December 2012

Receivables

Due from brokers

Receivables

Cash and cash equivalents

Cash and cash equivalents

Total

Total

55,702

134,958

61,917

282,529

1,033,077

338,231

1,229,952

-

-

-

-

-

-

-

55,702

134,958

61,917

282,529

1,033,077

32,538,019

32,658,741

32,538,019

32,658,741

32,538,019

32,658,741

32,876,250

33,888,693

All financial liabilities in the balance sheets at 31 December 2013 and 31 December 2012 were classified as other 
financial liabilities.
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8. OTHER RECEIVABLES AND PREPAYMENTS

US$

US$

US$

US$

US$

US$

As at 31 December

As at 31 December

As at 31 December

2013

2013

2013

Dividends receivable

Current account in VND

Management fee payable (Note 12(a))

Prepayments

Current account in US$

Performance fee payable (Note 12(a))

Administration and custodian fees payable

Directors’ fees payable (Note 12(b))

Legal and professional fees payables and accruals

Other payables and accruals

55,702

273,955

-

9,371

8,574

498,002

15,650

20,984

21,300

77

65,073

282,529

556,013

61,917

1,077

49,882

1,528

1,032,000

4,535

30,750

27,000

21,000

601

63,445

1,033,077

133,768

2012

2012

2012

9. CASH AND CASH EQUIVALENTS

10. ACCRUED FEES AND OTHER PAYABLES
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NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

11. SHARE CAPITAL

Management shares

The Company's authorised share capital at 31 December 2013 and at 31 December 2012 is US$2,000,000 which is 
divided into 39,998,000 participating shares of a par value of US$0.05 each and 100 management shares of US$1 
each.

US$

US$

Number of
issued shares

Number of
issued shares

Balance at 31 December 2013 and at 31 December 2012

Balance at 31 December 2013

Balance at 31 December 2012

100

5,917,598

7,885,354

100

32,329,508

32,614,948

Amount
paid-up

Net assets  
attributable to 

participating 
shareholders

Participating shares

The management shares have been issued to PXP Vietnam Asset Management Limited, the Investment Manager, 
for the purpose of enabling all the shares to be redeemed without liquidating the Company and to enable the 
Investment Manager to vote on issues affecting the Company which require the vote of shareholders, but to not 
materially effect or prejudice the rights attaching to the participating shares.  The management shares are not 
redeemable, do not carry any rights to dividends, and on a winding-up rank only for a return of paid up nominal 
capital pari passu out of the assets of the Company after the return of nominal capital paid up on the participating 
shares.  The management shares were fully paid as at 31 December 2012 and as at 31 December 2013.

The participating shares are redeemable on the terms set out in the Prospectus, which include the ability of the 
Company to limit monthly cash redemptions in specified circumstances.  The participating shares do not carry a 
right to vote; they carry rights to dividends and rights to share in any surplus assets in a winding up after the return of 
nominal capital paid up on the management shares.  All issued participating shares are fully paid.

To ensure the equitable allocation of performance fee (if applicable) between participating shares, the Company 
issues a new series of shares each time there is a subscription. Performance fee (if applicable) is charged to each 
series separately.  If a performance fee is payable on the Lead Series in respect to a financial year, every series on 
which a performance fee is payable in respect to that financial year will be consolidated into the Lead Series at the 
start of the subsequent financial year.
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11. SHARE CAPITAL (CONTINUED)

Participating shares (continued)

The number of participating shares issued, redeemed and outstanding in the year was as follows: 

Number 
of shares

Number 
of shares

Opening balance

Closing balance

Participating shares issued for cash

Participating shares redeemed

Participating shares decreased on transfers between series

7,885,354

5,917,598

960,358

(2,923,573)

(4,541)

8,308,692

7,885,354

308,034

(731,372)

-

Movements are shown in the statement of changes in net assets attributable to participating shareholders.

As at 31 December 2013, two shareholders held 1,395,661 participating shares (23.6%) (31 December 2012: 
1,273,236 participating shares (16.1%)) and 918,438 participating shares (15.5%) (31 December 2012: Nil), 
respectively.  A shareholder who held 1,307,189 participating shares (16.6%) as at 31 December 2012 redeemed the 
whole amount of participating shares in February 2013.

As at 31 December 2013, the Investment Manager, PXP Vietnam Asset Management Limited, and the owners of the 
ultimate holding company of the Investment Manager, Mr Kevin Snowball and Ms Joelle Daumas-Snowball, held a 
combined beneficial interest of 787,598 shares (13.3%) (31 December 2012: 786,598 shares (10.0%)) in the 
Company's participating shares.

No other shareholders held more than 10% of the Company's issued capital as at 31 December 2013 or as at 31 
December 2012. 

The Company is managed by the Investment Manager, PXP Vietnam Asset Management Limited, a company 
incorporated with limited liability under the laws of the British Virgin Islands.

The Company pays to the Investment Manager a monthly management fee which is equal to one-twelfth of 2% of 
the net asset value of the Company, is payable monthly in advance and is calculated by reference to the valuation 
day at the end of the preceding month.  Total management fee payable to the Investment Manager for the year 
ended 31 December 2013 was US$595,985 (31 December 2012: US$654,438) and the outstanding fee payable at 31 
December 2013 was nil (31 December 2012: US$49,882). 

The Investment Manager is also entitled to receive an annual performance fee for increases in the net asset value 
per share subject to adjustments for the “high water mark” so that any losses from prior periods must be recouped 
before a performance fee is earned and a hurdle rate of 8% per annum which is applied to the higher of the opening 
net asset value or high water mark for each share at the start of each year.   

Holdings over 10% of the Company's issued capital

12. RELATED PARTY TRANSACTIONS

(a) Investment Manager

As at 31 December

2013 2012
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NOTES TO THE FINANCIAL STATEMENTS 
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12. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Investment Manager (continued)

(b) Directors' remuneration

13. CUSTODIAN, ADMINISTRATION AND SECRETARIAL FEES

Any performance fee payable will be equal to 20% of the excess of the year-end net asset value per share (before 
deduction of performance fee accrual) above the hurdle for that share.  If shares are redeemed during a year, any 
accrued performance fee on such shares will be payable to the Investment Manager at the time of the share 
redemption.  Total performance fee payable to the Investment Manager for the year ended 31 December 2013 was 
US$718,294 (31 December 2012: US$4,535) of which US$220,292 was paid out during the year (2012: Nil) and 
US$498,002 was payable at 31 December 2013 (31 December 2012: US$4,535).

Mr Kevin Snowball, one of the owners of the ultimate holding company of the Investment Manager, purchased 
1,000 participating shares of the Company during the year ended 31 December 2013 (31 December 2012: Nil).  See 
Note 11 for details of shares held by the Investment Manager and related parties at the balance sheet dates.

The Investment Manager and related parties did not redeem any participating shares of the Company during the 
year ended 31 December 2013 (31 December 2012: Nil).

The Board of Directors of the Company determines the fees payable to each director, subject to a maximum 
aggregate amount of US$50,000 per annum being paid to the Board as a whole, as set out in the Prospectus of the 
Company. 

The total directors' remuneration for the year ended 31 December 2013 was US$25,989 (2012: US$27,000) and the 
outstanding directors' fees payable as at 31 December 2013 was US$20,984 (31 December 2012: US$27,000).

US$ US$

Custodian and administration fees

Company secretarial fees

95,800

97,550

1,750

81,218

83,968

2,750

Year ended 31 December

2013 2012

14. OTHER OPERATING EXPENSES

US$ US$

Legal and professional fees

Insurance

Other expenses

22,948

36,039

5,296

7,795

21,556

35,192

6,474

7,162

Year ended 31 December

2013 2012
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VIETNAM EMERGING EQUITY FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS 
(CONTINUED)

15. INCOME TAX EXPENSE

16. NET ASSET VALUE PER SHARE 

The Company incurred no income tax expense for the years ended 31 December 2013 and 31 December 2012.

The average net asset value per share is determined by dividing the net assets attributable to participating 
shareholders by the number of participating shares issued and outstanding at the balance sheet date.

Net asset value per share for each series in issue at the balance sheet dates:

* Subsequent to the year end, these series on which a performance fee was payable in respect to the year ended 31 
December 2013 were consolidated into the Lead Series.

These financial statements were approved by the Board of Directors on 10 April 2014.

17. APPROVAL OF FINANCIAL STATEMENTS

US$ US$

Series 1A

Net assets attributable to participating shareholders (US$)

Series 1B

Number of shares in issue (Note 11)

Series 1 (Lead Series)

Series 2 *

Series 3 *

Series 4 *

Series 5

Series 6

Series 8 *

Series 10 *

Series 11 *

Series 12

Net asset value per share (US$ per share) (average)

5.548

5.548

5.402

5.332

5.332

5.441

5.460

5.522

5.549

-

-

5.278

32,329,508

5,917,598

5.463

4.137

4.137

4.137

4.137

4.137

4.136

4.138

4.095

32,614,948

7,885,354

4.136

As at 31 December

As at 31 December

2013

2013

2012

2012

-

-

-

-
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VIETNAM EMERGING EQUITY FUND LIMITED

FULL PORTFOLIO LISTING

Investments as at 31 December 2013 Valuation

US$

% of NAV

%

Vietnam Dairy Products JSC (Vinamilk) 6,013,916 18.6

Hoa Phat Group JSC 3,256,776 10.1

Ho Chi Minh City Securities Corporation 2,745,080 8.5

Saigon Thuong Tin Commercial Joint Stock Bank (Sacombank) 2,559,972 7.9

FPT Corporation 2,344,394 7.3

Hoang Anh Gia Lai JSC 1,762,662 5.5

Petrovietnam Drilling and Well Services JSC 1,756,175 5.4

Dong Phu Rubber JSC 1,631,106 5.0

Military Commercial Joint Stock Bank 1,037,015 3.2

DHG Pharmaceutical JSC 810,619 2.5

Bentre Aquaproduct Import and Export JSC 729,730 2.3

Southern Seed JSC 719,283 2.2

Cotec Construction JSC 706,210 2.2

Asia Commercial Joint Stock Bank (ACB) 665,561 2.1

JSC Bank for Foreign Trade of Vietnam (Vietcombank) 596,443 1.8

Refrigeration Electrical Engineering Corporation (REE) 562,674 1.7

Development Investment Construction JSC 541,856 1.7

SSG Group JSC * 448,340 1.4

Vietnam Container Shipping JSC 424,261 1.3

Can Don Hydro Power JSC 423,062 1.3

Vndirect Securities Corporation 318,236 1.0

Dry Cell and Storage Battery JSC 301,332 0.9

Vietnam Equity Holding 270,442 0.8
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VIETNAM EMERGING EQUITY FUND LIMITED

FULL PORTFOLIO LISTING (CONTINUED)

Investments as at 31 December 2013 Valuation

US$

% of NAV

%

Total holdings

Cash and other net assets/(liabilities)

* Unlisted holding

32,538,019

32,329,608

(208,411)

100.6

100.0

(0.6)

Binh Duong Minerals and Construction JSC 257,974 0.8

Nui Nho Stone JSC 250,296 0.8

Binh Chanh Construction Investment Shareholding Company 232,117 0.7

Da Nang Rubber JSC 192,199 0.6

Transforwarding Warehousing JSC 179,015 0.5

SMC Investment Trading JSC 151,587 0.5

Sao Mai Construction Corporation 145,058 0.4

Vietnam Blue Chips Fund * 128,844 0.4

Petrovietnam Fertilizer and Chemicals Corporation 94,428 0.3

Ellipsiz Limited 67,215 0.2

Hoa Sen Group 59,459 0.2

Vinacomin - Coc Sau Coal JSC 41,205 0.1

Vidipha Pharmaceutical JSC * 39,658 0.1

Hoa An JSC 28,773 0.1

Hoa Binh Rubber JSC 28,215 0.1

Tu Liem Urban Development JSC 16,829 0.1

Sacombank Securities JSC * 1 0.0

Saigon Post & Telecommunications Services Corporation * 1 0.0
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DIRECTORY

INVESTMENT MANAGER

ADMINISTRATOR’S AND REGISTRAR’S DELEGATE

VIETNAM SUB-CUSTODIAN

AUDITOR

PXP Vietnam Asset Management Limited
PO Box 957
Offshore Incorporations Centre
Road Town, Tortola
British Virgin Islands

 

HSBC Institutional Trust Services (Asia) Limited
1 Queen’s Road Central
Hong Kong

HSBC Bank (Vietnam) Ltd.
The Metropolitan
235 Dong Khoi Street
District 1, Ho Chi Minh City
Vietnam

PricewaterhouseCoopers
Strathvale House
90 North Church Street
Grand Cayman, KY1-1104
Cayman Islands

www.pxpam.com

COMPANY SECRETARY AND REGISTERED OFFICE

ADMINISTRATOR AND REGISTRAR 

CUSTODIAN

LEGAL ADVISER TO THE COMPANY ON  
CAYMAN ISLANDS LAW

CARD Corporate Services Ltd.
Zephyr House, 122 Mary Street
PO Box 709 
Grand Cayman, KY1-1107
Cayman Islands

HSBC Trustee (Cayman) Limited
PO Box 484
HSBC House
68 West Bay Road
Grand Cayman, KY1-1106
Cayman Islands

HSBC Institutional Trust Services (Asia) Limited
1 Queen’s Road Central
Hong Kong

Charles Adams Ritchie & Duckworth
Zephyr House, 122 Mary Street
PO Box 709
Grand Cayman, KY1-1107
Cayman Islands
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