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The first weeks of March continued to be a volatile with daily market swings of 1-2%
in both directions and the lack of any real trend. The indices of HCMC and Hanoi
advanced by 1.5% and 2.5% respectively. Our portfolio moved along with much less
volatility and ended the period +0.5% at USD 1,878 according to internal calculation.

Market Developments

While investors were influenced by strong daily market movements in global markets
and limited interest in the local blue chips, we have seen some interesting
developments in smaller stocks ahead of the annual shareholder meeting period.
Every year it is astonishing to observe how people try to influence companies — lobby
— shareholders to get their votes in order to either get seats on the board or change
corporate strategies within those companies. And yes, we are speaking about a
communist country where politics led to almost 1,500 companies to get listed on the
stock market, a number that continues to rise!

Listed Vietnamese Companies

14
1422 >9
1093
914
821 832

- IIII IIII
j T T T T T T

2012 2013 2014 2015 2016 2017 Mar-18

Source: AFC Research, Bloomberg

Especially in smaller companies, those changes in management, board of directors
and their subsequent decisions can have material effects on the future direction of
these businesses and their results. Therefore, we carefully look at the outcome of
shareholder meetings. While we are sometimes approached by companies or major
shareholders to have a board seat, we do not intend to actively participate in the
management of our investments as we have a different approach compared to
private equity investors and some bigger funds. Not only would that require a lot of
our time, it would also restrict our ability to trade in these stocks and would further
increase our legal risk profile, acting e.g. as a member of the board in one of our
holdings. Beside all this, it could also lead to emotional investing, potentially
influencing our investment decisions in these companies. As we all know, emotions
are one of the biggest enemies while investing in the stock market!
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PMI slightly accelerated to 53.5 in February
According to Nikkei Vietnam, the February PMI grew slightly to 53.5, signaling a healthy manufacturing sector.

Nikkei Vietnam Manufacturing PMI

50 =no Chal’lge on pl’e\ﬂous month, SAdJ Increasing rate of growth

A

Increasing rate of contraction '
40IIII T II'II|'|'|III'IIII'II'II|IIIII'II T II|IIIIIIIII'II'II'IIIIIIIII I|IIIIIIIIII|'|'|I"II|IIIIIII[I

2011 2012 2013 2014 2015 2016 2017

Sources: Nikkei, IHS Markit

Manufacturing output reached a ten-month high in February due to increased customer demand. New orders from the
export sector also expanded nicely, advancing by 22.9% to USD 33.6 billion, certainly influenced by the date of the lunar
new year holiday.

Along with growth in production, enterprises also increased their purchasing activity to meet customer demand.
Vietnamese manufacturers remained optimistic that output will increase over the coming year, in line with their company
forecasts.

Moody’s: CPTPP beneficial to all members even without the participation of USA

In Chile on 8" March, eleven members signed the trade agreement, Comprehensive and Progress of for Trans-Pacific
Partnership (CPTPP), without the participation of the USA. According to Moody’s, without the USA the power of CPTPP has
been reduced by half, however the agreement still benefits all of the members through the stimulation of exports,
economic reform and boosting of investment.

According to the Peterson Institute for International Economics, CPTPP (TPP-11) exports could increase on average by more
than 6 percent per year by 2030. The expected export gains for emerging/frontier market countries are expected to be
more substantial than for developed countries. For example, Malaysia, Peru and Vietnam are all expected to see export
growth of more than 8.5 percent per year from their respective baselines!
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Export growth by 2030 by impact of CPTPP (%)
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The non-participation of USA also opens opportunities for other non-CPTPP members to join such as China, South Korea,
Thailand and Taiwan.

Amazon set to wade into Vietnam’s fast-flowing e-commerce market

The world’s leading e-commerce player, Amazon, is planning to enter the Vietnamese market according to the Vietnam E-
Commerce Association.

Vietnam is currently one of the fastest growing e-commerce markets in the world with a compound average annual growth
rate of 25%. According to the Vietnam E-commerce and Digital Economy Agency (VECITA) of the Vietnamese Ministry of
Trade and Commerce, e-commerce revenue reached USD 4.1 billion in 2015 and USD 5.0 billion in 2016 (estimate), growing
by 31.4% in last three years. E-commerce revenue is expected to reach USD 10 billion by 2020.

E-commerce revenue (USD billion)
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Despite the accelerating growth, Vietnam’s e-commerce industry is still in its infancy. E-commerce constitutes less than

1.0% of the total retail market, compared to the world average of 7.4%.
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Due to its huge potential, Amazon is not alone as Alibaba has already invested USD 1 billion into Lazada, the largest e-
commerce website in Vietnam. Recently, JD.com, a Chinese e-commerce player also injected USD 50 million into Tiki.vn in
late 2017. Out of Singapore, Shopee also announced a massive expansion plan into Vietnam after receiving a USD 500

million investment from Tencent.

Top e-commerce websites by traffic (monthly visitors)
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Subscription

The subscription deadline for this month will be the 26" March and if you would like any assistance with the investment
process please be in touch with Andreas Vogelsanger.

Best regards,

AFC Vietnam Fund

Estimated NAV as of 15" March 2018

NAV 1,878*
Since Inception +87.8%*
Inception Date 23/12/2013

Monthly Performances AFC Vietnam Fund

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2013 | USD +2.37% +2.37%

2014 | USD | +8.75% | +4.50% | +2.18% | —4.65% | —0.32% | +1.45% | +1.86% | +5.49% | +3.87% | +2.83% | +2.50% | +0.60% +32.50%

2015 | USD | +0.44% | +1.76% | —0.96% | +1.93% | —0.48% | +0.06% | +0.22% | —4.57% | +1.18% | +6.90% | —1.82% | +0.25% +4.62%

2016 | USD | —0.10% | +3.30% | +1.28% | +3.17% | +1.40% | +4.97% | +3.0% | +0.13% | +0.11% | -1.83% | +0.88% | —1.76% +15.29%

2017 | USD | +1.90% | +1.10% | +1.94% | +1.03% | +2.96% | +4.52% | +1.94% | -4.38% | +1.09% | -0.75% | +1.47% | +0.01% +13.33%

2018 | USD | +0.41% | +0.42% | +0.5%* +1.3%*

*According to internal calculations

*The representative of the Fund in Switzerland is Hugo Fund Services SA, 6 Cours de Rive, 1204 Geneva. The distribution of Shares in Switzerland must exclusively be
made to qualified investors. The place of performance and jurisdiction for Shares in the Fund distributed in Switzerland are at the registered office of the Representative.
The fund is authorized for distribution to professional investors in Hong Kong, Japan, Singapore and the UK.

By accessing information contained herein, users are deemed to be representing and warranting that they are either a Hong Kong Professional Investor or are observing
the applicable laws and regulations of their relevant jurisdictions.

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. © 2018 Asia Frontier Capital Limited. All rights reserved.



