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VN Index hits 52-week
low during August

P/E 2010 at 10x;
earnings growth
expected at 15%

Bond market stalls as
Government tries to
lower interest rates

Capital markets update

The Vietnam Index continued the downtrend that started in June, with the market reaching a new
52-week low of 427 points during the month, before rising to 455 to end August with a 7.9 percent
month-on-month decline (9.7 percent in USD terms). The MSCI Emerging Market and Asia ex-lapan
indices, meanwhile, saw a monthly return of 1.8 and 2.7 percent, respectively.

The combined total trading value and volume for August on both Vietnam's stock exchanges

was USD2.1 billion and 1.6 billion shares, month-on-month declines of 11.2 and 22.2 percent,
respectively. However, foreign investors were more active, with buying and selling values up 26.5
and 17.5 percent, respectively, compared to the previous month. This equated to foreigners being
net buyers for August to the tune of USD44.3 million.

The VN Index market capitalisation at the end of August was USD31 billion, with an average
estimated PE 2010 of 10.0x and average estimated earnings growth of 15 percent for 2010.

Despite positive macro-economic developments, the market is hampered by an oversupply of

new shares, and negative sentiment surrounding government monetary policy, specifically the
stipulations of Circular 13 on risk management in the banking sector, which will effectively decrease
liguidity even further. The stalemate over solutions to lower interest rates and increase liquidity will
likely continue to impact investor sentiment.

The bond yield curve has bottomed out and is unlikely to decline further. Three-year government
bonds dropped to 9.8 percent coupons in an auction in early August. Banks registered to bid for
VND4.15 trillion, but only VND300 billion was sold. The State Bank is reluctant to offer higher
coupons because it aims to gradually bring down interest rates. Banks meanwhile require higher
yields in light of 2010 inflation forecasts of 8-9 percent.

The yield on five-year bonds increased by 10 bps to 10.4 percent, but only VND350 billion were sold
during the month, and there were no bank bids for durations of ten years or beyond. Bonds issued
by state corporations fared even worse. The government is clearly trying to pull down interest
rates, an effort being resisted by the market. The Ministry of Finance had a target of selling VND100
trillion in bonds during 2010, with only VND4O0 trillion sold so far this year.
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2 Adjusted for dividends/distributions (see VNI, page 5).
* VNI holds 930,700 shares in a treasury facility.
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VND devalued by 2.1%;
open market rate
returns to VND19,500

MPI estimates Q3-10
growth at 7.2%

Credit growth still
stymied; Circular 13
draws ire

Economy

Vietnam devalued its currency by 2.1 percent against the USD in August. This continues the practice
of containing FX pressures before they threaten instability. The pressure on the VND emerged as
businesses searched for USD to repay the foreign currency loans contracted in Q1 and Q2 2010. The
devaluation is not a drastic move, as it will have minimal impact on exports and the open market
rate at the end of August was essentially the same as in January 2010, nearing VYND19,500 per 1
usD.

Inflation reversed course after three months of declining month-on-month CP| figures. But the
modest 0.23 percent rise month-on-month {from 0.06 percent in July) has led analysts to conclude
the target of 8-9 percent full-year inflation is realistic ({the government is targeting inflation under
eight percent). This would be a positive result, as GDP performance continues to remain strong.

The Ministry of Planning and Investment estimates Q3 2010 GDP growth of 7.2 percent annualised.
August saw industrial production up 13.7 percent year-on-year, led by the FDI sector with 17.3
percent growth. Retail sales saw 26.4 percent year-on-year growth, with tourism revenues helping
out to the tune of 35.4 percent year-on-year growth. The celebrations surrounding Hanoi’s
millennial anniversary will also help support tourism numbers in Q3 and Q4 2010.

Liguidity in the banking system improved sormewhat, but credit growth still faces many obstacles.
Deposit rates settled at 11.2 percent in August, but lending rates remain high for businesses,

at 13.5-15 percent. The PM ordered a review of Circular 13, which aimed to improve bank risk
management but placed an additional strain on liquidity. The Vietnam Bankers’ Association has
pointed out that the Circular’s policies would effectively exclude 35 percent of deposits from
lending purposes (by raising the capital adequacy ratio to 9 from 8 percent, and requiring that loans
are not more than 80 percent of deposits). The PM's review aims to ensure the Circular does not
conflict with other monetary policy goals.

The trade deficit for August was USD300 million, the third month the deficit was below USD1 billion
and less than 20 percent of exports. The cumulative trade deficit of USDB.2 billion for the year to
August represents 18 percent of GDP, below the 20 percent target set by the government. The total
deficit for the year is now forecast at USD13.1 billion, below the USD14 billion forecast earlier.

Macroeconomic indicators and forecast

GDP growth! 5.3% nfa  6.2%

Inflation 6.9% 02%  51% 8.2%
{FS;Dbm 215 25 116  -12.3%
:B‘;’Sﬁ 68.8 69 527 24.4%
{EGE;::; 56.6 60 445 19.7%
R‘;‘:}:;’“‘“ 122 0.9 8.2 64.5%
{El’j;gm"nr}ma 18479 19500  55% 5.5%
f';;l'; g;"““ rate  98.105% 11.0112%  n/a n/a

Note: GDP figure updated guarterly. Exchange rate is Vietcombank ask
rate at end of period. Sources: G5O, SBY, VCB.
1 Annualised rate. ?Includes gold. 3 State Bank central rate.
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V VinaCapital Vietnam Opportunity Fund VOF
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Portfolio developments At the end of August 2010, VOF's NAV decreased 3.3 percent to USD2.33 per share, from USD2.41
per share at the end of July 2010. The decline was due to the performance of the capital markets S LALRLEE SO
portfolio, following the 7.9 percent decline of the VN Index in August. The share price meanwhile NAV 2.33 per share (* 3_3%]
increased slightly to USD1.49 at the end of August, from USD1.46 at the end of July. fa
Total NAV: USD757 million

During the month, VOF continued its strategy of acquiring blue-chips with good fundamentals
and growth potential. The fund invested a further USD9.4 million in An Giang Plant Protection to

raise its stake in this sector-leading company. Another key holding, Vinamilk (VNM) was Vietnam's NAV and share price performance (31 Aug 2010)

first-ever entry on the Forbes ‘Best Under a Billion’ list of Asia’s top 200 small- and medium-sized

enterprises. VNM holds a 30 percent share of Vietnam's dairy market, and with net profit up four- uso
fold in the last four years, it is the most successful privatised state-owned enterprise. VNM was one 5.00
of VOF's earliest holdings. Halico Vodka’s strong 2010 performance on the OTC market has lifted it
to top-five holding status. The spirits firm continues to grow its share of Vietnam’s mid-range and a00
premium rice vodka market.
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Portfolio developments  VNU's share price rose slightly to USD0.80 at the end of August, from USD0.78 at the end of July.

The tourism market in Vietnam continues to recover, resulting in improved performance for VNL's 30 June 2010

operating hotel assets. The Movenpick Hanoi and Saigon Quy Nhon exceeded their business plan NAV 1.44 per share (/M 5.1%)
forecasts for July, while recording their best July revenue and income figures for the past five years. fa

The Movenpick Saigon hotel had its soft launch re-opening in August. Total revenue for the hotel Total NAV: USD720 million
portfolio year-to-date is 20 percent higher than the same period last year, with gross operating

Ceana Villas and boutique hotel
A revised master plan is complete for the Ceana Villas and boutique hotel project, a 100% VNL-

usD

175 -

owned asset on an 8.6ha site on the beach in Hoi An, central Vietnam. The revised master plan il -
comprises an 82-key boutique hotel and 31 villas for sale. Each of the three- to five-bedroom villas, 125 L NAY
including eight beachfront units, will be serviced by the hotel operator. Preliminary site infrastruc- 1400 |
ture is completed and construction of the villa foundations is now underway. Upon completion, RER 0.80
marketing efforts will target buyers looking to pre-purchase villas off-plan. Loan negotiations are oS0 1 P
underway with two banks for complete financing of the villas and hotel construction. e
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wwwinacapital.com/vei VinaSquare Tower Mixed-use Investment licence
: s Vinh Thai Nha Trang Township Investment licence
Movenpick Saigon Hotel Operating asset



V VinaCapital Vietnam Infrastructure Limited VNI

Monthly update 31 August 2010

Portfolio developments At the end of August 2010, VNI's NAV declined 4.5 percent to USD0.60 per share, from USDO0.63 per
share at the end of July 2010, due to declines in the capital markets sector of the portfolio. Despite

the weak stock market performance, company earnings are still positive in most cases. NAV 0.60 per share (* 4.5%]

Ho Chi Minh Infrastructure Investment J5C (Cll), representing 3.3 percent of VNI's NAV, earned Total NAV: USD241 million
profits of USD15.1 million in H1 2010, up 156.5 percent year-on-year. By realising financial
investments during the period, the firm increased revenue by 363.0 percent, with a profit margin
of 56.0 percent. The six-month earnings per share was USDO0.21, compared to USD0.16 in H1 2009. NAV and share price performance (31 Aug 2010)
Tan Binh Import-Export JSC (TIX), representing 1.3 percent of VNI's NAV, announced net profits of
USD2.9 million between October 2009 and June 2010, rising 8.8 percent year-on-year. The nine-

month earnings per shares was USD0.24 compared to USD0.21 in the same period last year. In 12
2010, the firm targets net profits of USD3.5 million on revenues of USD33 million. 1oo LV.T\\ﬁ—
080
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Total return since inception: -28.3 to August 2010
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Important Information VinaCapital Group

This document, and the material contained therein, is not intended as an offer or solicitation for VinaCapital Investment Management Ltd (VCIM) is the BVI-

the subscription, purchase or sale of securities in Vietnam Opportunity Fund Limited, VinaLand registered investment manager of VinaCapital's three AlM-traded

Limited or Vietnam Infrastructure Limited (each a “Company”). Any investment in any of the funds.

Companies must be based solely on the Admission Document of that Company or other offering

document issued from time to time by that Company, in accordance with applicable laws. Don Lam Chief Executive Officer, VinaCapital Group
Brook Taylor Chief Operating Officer, VinaCapital Group

The material in this document is not intended to provide, and should not be relied on for sy Kocesd Mankiging Directos Fasel portiolio

accounting, legal or tax advice or investment recommendations. Potential investors are advised VCIM

to independently review and/or obtain independent professional advice and draw their own Andy Ho Managing Director, Head of Investment

conclusions regarding the economic benefit and risks of investment in either of the Companies and Tony Hsun Managing Director, Infrastructure

legal, regulatory, credit, tax and accounting aspects in relation to their particular circumstances. Nguyen Viet Cuong Deputy Managing Director, Capital Markets
Dang T. Minh Loan Deputy Managing Director, Capital Markets

The securities of the Companies have not been and will not be registered under any securities Kenny Low Deputy Managing Director, Infrastructure

!au.rs c_;ft.he United States of Amenc_a nor any of its territories or possessions or a_reas subject.tcr its David Henry Managing Director, Real Estate

jurisdiction and, absent an exemption, may not be offered for sale or sold to nationals or residents Stephen O'Grady  Managing Director. Hospitality

thereof. David Blackhall Deputy Managing Director, Asset management

. Anthony House Deputy Managing Director, Development
No undertaking, representation, warranty or other assurance, express or implied, is given by or on

behalf of either of the Companies or VinaCapital Investment Management Limited or any of their

respective directors, officers, partners, employees, agents or advisers or any other person as to Contact
the accuracy or completeness of the information or opinions contained in this document and no Michael L. Gray F"VES_'DT Rﬂa:ﬂhﬂﬂsfcm“mumﬁﬂhﬂﬂﬂ
responsibility or liability is accepted by any of them for any such information or opinions or for any ir@vinacapital.com

+848-3821-9930

errors, omissions, misstatements, negligence or otherwise. : 1
www.vinacapital.com

Mo warranty is given, in whole or in part, regarding the performance of either of the Cormpanies. Braker \EE Edmand de Rathschild Securities

There is no guarantee that investment objectives of any of the three Companies will be achieved. +44 20 7845 5960 or funds@lcfr.co.uk

Potential investors should be aware that past performance may not necessarily be repeated in the Nominated advisor Grant Thornton Corporate Finance

future. The price of shares and the income from them may fluctuate upwards or downwards and Auditor Grant Thornton {Cayman Islands)

cannot be guaranteed. Internal auditor PricewaterhouseCoopers (Vietnam)
Custodian HSBC Trustee

This document is intended for the use of the addressee and recipient only and should not be
relied upon by any persons and may not be reproduced, redistributed, passed on or published, in
whole or in part, for any purposes, without the prior written consent of VinaCapital Investment
Management Limited.



