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Registered Office:
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August was our second best month since the launch of the fund with a performance
of 5.5%. With an estimated NAV of USD 1,232 we clearly exceeded our old high of
March. Our initial investors will certainly enjoy the performance of 23% in only 8
months, but may also have some concerns that we could face a possible setback. As
you surely remember, we have correctly predicted a correction (but not the reason)
back in spring, but in contrast to those days, we now feel much more confident when
we look forward to the upcoming months. Of course, there may be a consolidation in
the short term, but the technical and economic conditions are much more favourable
than they were six months ago.

We started late last year with a portfolio of about 50 stocks with an average
price/earnings ratio of about 7x, while the overall market was valued at about 12x.
Today - 8 months and +23% later - we have 70 shares and still the same favourable
average P/E ratio of 7x, while the overall market is now trading at about 14x. With the
half year earnings season behind us, we discovered a few new and promising
companies that fit well within our existing portfolio.

What are the kind of risks we do have to take into account? Our investments are
broadly diversified over a large number of smaller companies, all with good balance
sheets and attractive valuations, which are in our opinion vastly undervalued with a
potential to increase by 100% and more in the coming years. There is of course
always the risk of negative (and positive) surprises, but with such a high number of
positions this doesn’t really represent a serious problem. We just experienced in the
past month some great developments for our investments; such as for example the
inclusion of FLC (a company we previously wrote about) in a few major indices, the
analyst community finally started to discover some of our shares we are holding and
as well an increasing number of local investor who seem to be interested in some of
our investments. Regardless of the short-term movements in the stock market index,
which was on some days strongly influenced by 1 single stock with a P/E ratio of
about 18x and hence never would fit our investment criteria, our portfolio is as
inexpensive as on the first day when we launched our fund.

With our quantitative and fundamental investment approach, we often can’t rely on
research reports, especially for smaller companies, and we therefore are calculating
our own forecasts. After the completion of the half-year reporting season we can now
draw a few very interesting conclusions. The first quarter results are typically not very
meaningful to predict the full year and we increased our average forecast for annual
sales in 2014 by 2.9% and earnings by 1.1%. These minimal changes in our estimates
after three months shows us that the development of these companies, which
received so far very little attention, can be quite accurately forecasted and that in the
long term they probably will exploit their full potential. Currently the average 2014
earnings forecast for our portfolio is at + 13.2% in comparison to + 12.6% in 2013, and
the arithmetic mean for the profit increase is even at +23%.
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We can of course never exclude the possibilities of shorter consolidation periods, but we clearly think that a reversal of the positive

trend for this year is not very likely.
Best regards

Andreas Karall, CIO

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.



