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III• Investment

31 December 2003
US$ 2.50
US$ 4.691
as at 30 July 2010
12,000,000
US$ 56.29 million
Listed: 44
Pre-Listed: 0
YTD

1 Year

2 Years

I• Fund details

PXPVF*
VNI**

-8.664%
-3.409%

+3.691% +17.66%
-1.275% -3.94%
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PXPVF*
VNI**

-48.97%
-54.03%

+14.03% +95.38%
-2.00% +67.24%

5 years
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Sacombank (STB)
REE (REE)
Binh Minh Plastics (BMP)
HCMC Securities (HCM)
Binh Duong Minerals (KSB)
Gemadept (GMD)
Dong Phu Rubber (DPR)
Hoa Phat Group (HPG)
Southern Seed Corp (SSC)
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– 11 August 2010 –
Comment

We were quoted on Bloomberg on 26 July 2010 having
said that the Viet Nam Index “may climb as high as 700
(points) this year”. Obviously, with some mild capitulation
currently in evidence and the index apparently having
broken some major theoretical support levels we (by
which I mean “I” since I said it) might be considered to be
looking pretty stupid at this point. However, and without
wishing to hide behind the rather equivocal “may”, we feel
that now would be a good time to expand upon our
reasons for having made the remarks, and to restate our
opinion that such a move is not beyond the bounds of
possibilities before the end of this year.
As we have mentioned several times in recent months,
the investor base is currently homogenous, with foreign
participation averaging around 5% of daily turnover. It
follows that domestic investors are responsible for the
remaining 95%, and with retail investors and proprietary
trading books dominant, chart and rumour obsessed and
short-term in approach the market is a little lacking in
contrarian, or even just basic fundamental thought in
order to assist in plugging the dyke.
According to Bloomberg the market was on a touch
above 10 times historic earnings and a little over 9.5
times 2010 forecast profits as at the close on 10 August
2010. Whilst that is not a historic low (the VNI was on
around 5.5 times earnings when the Fund was launched
in 2003, for example), the index is a completely different
animal than it was the last time the market was this
cheap. So what needs to change in order for Vietnam to
begin to share in the current wave of global equity
optimism? Simply (or simplistically if you prefer);
diversification of the investor base in order to create
something more akin to a traditional two-way market, and
to demonstrate that positive market moves need not be
solely reliant on the easy availability of margin financing.
Pushing down the market in the face of a relatively stable
economy and an encouraging first-half earnings season
because local banks are choosing (or being persuaded)
not to chase loan growth targets by opening the margin
sluice gates (which really isn’t such a bad thing) may
soon play into the hands of fundamental long -term
investors by making the market irresistibly cheap.
Local chatter has it that a significant number of
international institutions have been quietly opening
trading accounts this year. Whilst these have not yet been
activated the bottleneck avoidance lessons of 2006 and
2007 have obviously been learnt; if you want to deal in
Vietnam when you feel that the time is right you need to
be set up to do so in advance of the decision to execute.
Our feeling is that the summer doldrums will last whilst
the world takes a rest through August, after which a
refreshed and rejuvenated emerging markets force may
begin to cast the net a little wider in order to seek more
exciting returns for the rest of 2010; Assuming that their
gaze alights upon ASEAN, the comparable current index
valuations as at 10 August (according to Bloomberg)
based on forecast 2010 earnings were; Indonesia 15.15
times; Malaysia 15.16 times; Philippines 13.06 times, and
Thailand 12.44 times. A re-rating of the VNI to the simple
ASEAN ex-Singapore average of 13.95 times would
catapult the index to 670.
Whilst we appreciate that heads far wiser than our own
with far greater understanding of the markets in the miniuniverse created above may well find gaping (or even
black) holes in our argument, we really just wanted to
demonstrate that we didn’t just make up a number to get
our name in the papers. Time will tell whether anyone
really cares, but our view is that the market is close to the
bottom and that it won’t take too much to reverse the tide.
.

This newsletter is prepared on behalf of PXP Vietnam Fund (the “Fund”) by PXP Vietnam Asset Management Limited, and is solely communicated to, and directed only at persons who are investment professionals, high net worth companies or others who are entitled to be given the newsletter
under the law of the jurisdiction in which it is given. Persons receiving this newsletter should note that past performance is no guide to the future and, in particular, that the past returns of the Vietnamese stock market, or of companies listed on it, are no guarantee of the future returns of PXP
Vietnam Fund. This newsletter and the information contained herein must not be acted on or relied on for any purpose whatsoever. This newsletter is strictly confidential and may not be copied or distributed or passed on by any recipient. No understanding representation or warranty or other
assurance, express or implied, is made or given by any person to the accuracy, fairness or completeness of the information or opinions contained in this newsletter and no responsibility or liability is accepted for any such information or opinions. It is the responsibility of every person r eading this
document to satisfy himself as to the full observance of laws of any relevant country, including obtaining any government or other consent which may be required or observing any other formality which needs to be observed in that country.
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