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June was one of the quietest months in the recent times. Declining stock market
volumes and low volatility despite ongoing political tensions with China confirm
our view that investors slowly but surely return to business as usual. Meanwhile
more Chinese oil rigs were set up in the disputed territory and it looks like
international courts will be eventually involved with this conflict. In a few years’
time we will probably see countless oil rigs in the South China Sea, and it will
only be a matter of which nationalities will control and operate the oil exploration.

Increasing reports about privatizations are dominating the local business news. In
addition to Vietnam Airlines and Vinatex, a leading textile company whose IPO
will take place in the coming weeks/months, some further 500 privatizations of
companies are planned by the end of 2015, which equates to roughly one IPO per
day. To what extent this can realistically be done successfully remains to be seen.
Many IPO’s have no participation of foreign investors, since prospectuses are
normally in Vietnamese only and also the attractiveness and profitability of the
companies is often unsatisfactory. In addition to that, there is this peculiarity in
Vietnam that the time of the IPO announcement and the first trading day takes
between several months and a year, instead of the usual 3-14 days like in most
countries. Our participation in IPO’s will therefore be very selective until the
market condition for public offerings is more favourable.

Before the start of the Q2 reporting season, the devaluation of the Viethamese
Dong and the forthcoming privatizations were the main topic of the month. As pre-
announced a few months ago the Vietnamese Dong was devalued in June by 1% to
around 21’300 VND to 1 USD in order to meet the demand of the export economy.
As mentioned last month, currency movements of that magnitudes are on the open
foreign exchange market normal daily movements. The fund valuation however is
affected directly by this, even though the prices of shares in the export sector
didn’t react to this news.

According to our internal estimates, the June NAV should be slightly above USD
1°140. On the other hand the indices in Ho Chi Minh and Hanoi, which are
obviously calculated in Vietnamese Dong, increased during June by around 2.8%.
After the fund showed a significant outperformance in the previous month, this
months' slightly negative difference to the indices is mainly due to the devaluation
and once again due to the increase of a few large index weighted shares. Even on
days where the indices closed in positive territory there often was a negative
market breath by a wide margin. We hold approximately 10% of all listed shares,
and hence on such days there is no way to make any money. Most likely the main
reason is the still cautious attitude of the Vietnamese investors who have not yet
returned to the stock market due to uncertainties with China.

Meanwhile foreign investors pumped new money into the market and concentrated
their purchases on a handful of stocks. However, over the last few days we were
seeing more interest from local investors in some smaller companies. This fact
combined with an attractive chart technical situation further increases our
confidence for the coming months.
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Here is an example of one of our investments in the field of infrastructure/housing, which is trading well below book value,
although they were able to increase sales and profits by 50% in the difficult last three years and has a dividend yield of 10% and a
price/earnings ratio of around 5x. If the second quarter earnings results are again positive, we then could see small- and mid-caps
rally very sharply since most of them are still trading between 20% to 40% below their March peaks. Generally the mood remains
very positive and as confirmed on the recent Vietnam Investment Forum in Ho Chi Minh the consensus opinion is that Vietnam is
very well positioned and will be among the long-term beneficiaries in the region.

Configuration  Stock Board  Stock  Chart  Order  Account i Customer Service
4010 V&) (B @ 2 & BB | MyMenul |» | CumentPrice | Time Zone Quotetions | Deily Quotations
Stock Buy Order || Balance (IR0 20| Advance Order || Curent Price || Market View Right Information for waiting payment by Account ]
[4010] Daily Chart FEEEIEGER
 a E_».lllll ~IRIE101CO Urban and House Development J5|CHE, b fwiM [T [1 5 1050 [ (47300 [c [03/09/200=][02/07/720 =] Ee=>
Chart Type [14500 0500 +357% 10 (Prev)1.110 014500 H14500 L14500 @ [ Al [ Modi [Sefiing [Show [§
9 Candlestick 1.UIC 1 Close Simple 5 20 60 LC:625.00
9 Bar OHLC 41,500 (14/08) —H| HC:-65.06
9 Bar HLC 40000
19 Line on close
19 Yolume at price
9 Point & Figure 35,000
89 Three line break
# Swing
9 Kagi 30,000
9 Renko
19 Counter-clacknise
9 Candle volume ’ 25000
9 Equivolume.
9 Flow
9 Scatter 20,000
9 Rainbow I * (1
i N i Zal m
b I |L.',_,, ! b P 14500
{ iy - i —
?\ W i ) o0 10,000
i | Mo, ot 2 7500
bt I e, P L b
hpbog - h N g
2,000 (02/03] 9
1 Volume Simple 5 20 60 120 &
%
1,530 (28.96%) i

1,500K

1.250K

1,000K

750,000

500,000

250,000

- T, 75.00

i v ] N W B e St 7 o i 1 5000

W e g T W e Tl g 5 500

2008 2008 2010 2011 2012 2013 2014 30706

NAV as of 30" June 2014

NAV USD 1,146.15
Since Inception +14.62%
Inception Date 23/12/2013

DISCLAIMER
Investments in equities in Vietnam are subject to market risk, idiosyncratic risk, liquidity risk, and currency exchange rate risk. The fund may use financial derivative
instruments as a part of the investment process. This document does not constitute an offer to sell, or a solicitation of an offer to buy shares in AFC Vietnam Fund. We will not
make such offer or solicitation prior to the delivery of an offering memorandum, the operating agreement or articles of association, a subscription booklet, and other materials
relating to the matters herein. Before making an investment decision, we advise potential investors to read these materials carefully and to consult with their tax, legal, and
financial advisors. The materials have not been reviewed by the regulatory authority of any jurisdiction. Investment is open only to accredited investors as defined by the
relevant legal jurisdiction of residence and/or nationality. We have compiled this information from sources we believe to be reliable, but we cannot guarantee its accuracy. We
present our opinions without warranty. Past performance is no guarantee of future results. © 2013 Asia Frontier Capital Limited. All rights reserved.




