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In December, the Vietnamese stock market remained relatively quiet, with low liquidity
and modest index movement. The VN-Index closed the month with a gain of 0.7%,
bringing its 2024 YTD performance to 7.0% in USD terms. The AFC Vietnam Fund also
posted positive growth, rising 3.9% in December and 10.0% for 2024 YTD, reaching a
NAV of USD 3,470, outperforming the benchmark index, according to our internal
estimates. The AFC Vietnam Fund is now only 7.3% below its peak set in March 2022,
raising optimism that a new all-time high could be achieved in 2025.

The VN-Index is trading above its 200-day moving average
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(VN Index from April 2013 to December 2024; Source: Vietcap)
Market Developments

In 2024, the Vietnamese economy achieved remarkable success with an estimated GDP
growth rate of 7.0%, the highest in the region and was one of Vietnam'’s best
performances over the last decade (excluding 2022 due to the COVID-19 period). Amid
global geopolitical and economic turbulence, Vietham emerged as one of the strongest
performers. In December, the National Congress of Vietnam announced the 2025 GDP
growth target of 7.0%, reflecting confidence in the country’s ongoing economic
recovery. This robust growth marks a significant rebound from the lows of 2023, when
key sectors experienced poor results, underscoring Vietnam’s resilience and economic
potential.

Vietnam’s Compelling Macro-Economic Data
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Detailed Analysis of Vietnam’s Economic Recovery in 2024

Vietnam's rapid economic growth in 2024 was driven by a strong recovery in exports, industrial production, tourism, and
stable FDI inflows. Key developments include:

Record Export Turnover:

In 2023, total export turnover plunged by 4.5% to USD 355bn. However, exports rebounded sharply in 2024, surging
14% to an all-time high of USD 404bn. This performance reinforces Vietnam’s position as a global manufacturing hub,
supported by an extensive network of free trade agreements (FTAs) with major economic regions. Export growth is
expected to continue benefiting from these FTAs.

Industrial Production Recovery:

Industrial production, which saw sluggish growth of 3.0% in 2023, experienced a strong resurgence in 2024,
increasing by 8.3%. The recovery was primarily stimulated by the rebound in exports and favorable policies, including
low interest rates, encouraging entrepreneurs to expand their businesses and investments.

FDI at Record High:

Foreign direct investment (FDI) disbursements reached a record high in 2024, totalling an estimated USD 24.8 bn, an
increase of 7.0% compared to 2023. This highlights Vietnam’s sustained attractiveness as a manufacturing and
investment destination, further driving the country's economic growth.

Vietnam's impressive recovery across key sectors reflects its ability to navigate global challenges and leverage its competitive
trade, investment, and production advantages. These factors collectively position Vietnam for sustained growth in the years

to come.

FDI Reached a Record High in 2024

Foreign direct investment (FDI) in Vietnam hit an all-time high in 2024, underscoring the country’s growing appeal as a global
investment destination.
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Key highlights:

Industrial Park Investments: A significant portion of FDI flowed into Vietnam’s industrial park sector, reflecting strong
interest from global companies seeking investment opportunities.

SpaceX Investment: SpaceX, led by billionaire Elon Musk, announced plans to invest USD 1.5 bn in Vietnam to
manufacture equipment, marking a significant milestone for high-tech FDI.
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Trump Organization’s Project: The Trump Organization revealed plans for a large-scale investment in Vietnam’s golf
course, hotel, and hospitality sectors, further diversifying FDI inflows.

Nvidia Expansion: Nvidia’s CEO visited Vietnam for the second time in 2024, announcing plans to deploy a chip
production project in the country, reinforcing Vietnam'’s growing role in global tech supply chains.

Vietnam'’s continued success in attracting FDI demonstrates its position as a favored destination for global enterprises, even
amidst concerns that Trump’s presidency 2.0 could create challenges for emerging economies. Despite these uncertainties,

Vietnam'’s strategic location, skilled workforce, and robust trade agreements ensure a strong pipeline of opportunities

Nvidia CEO cheers with PM Pham Minh Chinh during his second visit

Tourism as a Key Economic Driver in 2024

Tourism became a vital pillar of Vietnam’s economy in 2024, with international visitors reaching a record high of 18m—this
remarkable growth in tourism generated over USD 17bn in revenues, significantly boosting Vietnam’s foreign reserves.

Tourist Arrivals to Vietnam (m)
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Why the VN-Index Did Not Fully Reflect Vietnam’s Economic Growth in 2024

While Vietnam’s economy experienced remarkable growth in 2024, the VN-Index underperformed relative to this achievement.
Here are the primary reasons behind this disconnect:

1. Aggressive Foreign Selling

e Foreign investors sold a record USD 3.55bn worth of Vietnamese equities in 2024, according to the Ho Chi Minh City
Stock Exchange (HOSE).

167

-776 -768

-2,458

-3,553
2019 2020 2021 2022 2023 2024
(Foreign selling in 2024 (USD bn), Source: HOSE)

e  Many foreign investors redirected their funds to U.S. Treasury bonds, capitalizing on the FED’s interest rate cuts.

e Leadership changes in Vietnam, including the resignation of key positions such as the President and Congress
Chairman, raised concerns among foreign investors. However, these transitions are typical in Vietnam and have not
disrupted political stability.

2. Internal Challenges

e The real estate crisis of 2022 left a lingering impact on the economy, leading to high non-performing loans (NPLs) in
the banking system.

e Despite efforts by the State Bank of Vietnam, including Circular 02 (extended in June 2024) to stabilize the financial
system, concerns over bad debt valuation persist.

e Local investors remain cautious, holding back on aggressive investments due to worries over the real estate sector and
banking stability.

We believe these concerns will diminish over time as Vietnam’s strong economic growth helps banks gradually resolve their
NPLs and restore confidence in the market. Investors with a long-term perspective may find attractive opportunities in this
undervalued market.

2025 Outlook and Opportunities

Vietnam'’s remarkable economic performance in 2024, combined with the underperformance of its stock market, presents
significant investment opportunities in 2025. Below are the key drivers and outlook for the upcoming year:
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Economic Growth Expectations

o  GDP Growth Target: Vietnam’s GDP is forecast to grow by approximately 7.0% in 2025, placing it among the world’s
top-performing economies.

e Key Drivers: Export, FDI, consumption, and public investment will provide strong economic momentum.

[ ]

Manufacturing and Export Growth: Stable FDI inflows, particularly manufacturing, are anticipated to drive higher

exports. With Trump’s second presidency, the shift in production from China to Vietnam could accelerate further,
boosting export turnover.

Recovery in Consumption

Consumer Spending Resurgence: After two years of subdued growth, consumption is projected to recover strongly
in 2025.

Portfolio Evidence: Consumption stocks in our portfolio, such as Thien Long Group (TLG) and Hang Xanh Services

Company (HAX), have already shown significant recovery, driven by strong fundamentals and favorable market
conditions.

Key Portfolio Examples

1. Thien Long Group (TLG):
o TLGis Vietnam’s largest stationery manufacturer.
o Following six consecutive quarters of declining profits, the company restructured its operations by
focusing on high-margin products, including creative art books for children.
o This turnaround strategy drove TLG’s profits to record highs, supporting its stock price. Within two
months, TLG's share price surged more than 40%, reaching an all-time high.
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2. Hang Xanh Services Company (HAX):
o HAXis the largest Mercedes-Benz dealer in Vietnam.

o We started investing in HAX in Q3 2023 when its net profit bottomed out, anticipating strong growth in
luxury car consumption in an emerging market like Vietnam.
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o Over the past year, HAX’s net profit has recovered significantly, driving its stock price higher.
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Key Investment Sectors for 2025

1. Export: Driven by stable FDI inflows, free trade agreements, and Vietnam’s growing role as a global manufacturing
hub.

2. Consumption: Anticipated recovery in consumer spending, with potential for further growth in key sectors like
retail and luxury goods.

3. Public Investment: Increased government spending on infrastructure projects will further support economic
growth.

Strategy

Our focus on export, consumption, and public investment sectors aligns well with Vietnam’s economic growth trajectory in
2025. We remain confident that these sectors will continue to recover and expand, creating further opportunities for the
AFC Vietnam Fund.



318t December 2024

AFC VIETNAM FUND UPDATE

Economy

Macroeconomic Indicators

2021 | 2022 | 2023 | 2024

GDP 2.58%| 8.02%| 5.05%| 7.00%
Industrial production (YoY) 4.8%| 7.7% 3.0%| 8.4%
FDI disbursement (USD bln) | 19.74| 22.4| 23.2 24.8

Exports (USD bln) 336.3| 371.9| 355.5| 404.0
Imports (USD bln) 332.3| 360.7| 327.5| 377.0
Trade balance (USD bln) 4.0 11.2| 28.0 27.0
Retail sales (YoY) -3.80%| 19.80%| 9.60%| 8.80%
CPI (YoY) 1.89%| 3.15%| 3.25%| 3.78%
VND 22,782| 23,663| 24,261| 25,488
Credit growth (YoY) 13.0%| 12.9%| 13.5%| 12.0%

Foreign reserves (USD bln) 105 90 96 96
(Source: GSO, VCB, State Bank, AFC Research)

Subscription

The next subscription deadline is 27" January 2025. If you need assistance with the subscription process, please email Andreas
Vogelsanger at av@asiafrontiercapital.com.

We want to extend our warmest wishes for 2025! May the year bring you immense success, good health, and happiness.
Thank you for your continued support and trust. Cheers to a prosperous year ahead! &

Best regards,

AFC Vietnam Fund


mailto:av@asiafrontiercapital.com
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NAYV as of 315t December 2024

NAV 3,470*
Since Inception +247.0%*
Annualised Return +11.9%*
Inception Date 23/12/2013

Monthly Performances AFC Vietham Fund

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2013 usb +2.37% +2.37%
2014 usb +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 usb +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 usb -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 usb +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 usb +0.41% | +0.42% +0.58% -0.93% -3.24% -0.12% -1.28% | +0.79% +3.02 -2.14% | +0.45% -2.05% -4.17%
2019 usb -1.63% +2.90% +1.58% +0.82% -3.35% +1.98% | +1.18% | +1.63% | -1.89% -2.34% -1.59% +2.31% +0.70%
2020 usb -1.41% -3.93% -18.44% +12.72% +4.28% -0.28% | +0.78% | +8.65% | +6.02% | +0.72% | +6.91% | +12.77% | +27.66%
2021 usb -1.89% +9.49% +5.84% +1.58% +6.37% +8.37% | -130% | +8.47% | +3.80% | +4.47% | +2.42% -1.69% +55.61%
2022 usb -2.51% +1.92% +5.99% -5.82% -5.85% -3.73% | +2.50% | +1.76% | -10.01% | -10.53% | +1.35% +6.09% -18.84%
2023 usb +4.70% -5.71% +3.80% +2.17% +3.42% +3.01% | +6.09% | -3.53% -2.91% -8.13% | +4.58% +2.38% +9.02%
2024 usb -2.24% +0.49% +2.47% -3.72% +7.35% +1.73% | +1.67% | +2.05% | -0.56% -3.34% | +0.35% +3.9%* +10.0%*

*According to internal estimates

* 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.

* The fund is authorized for distribution to professional investors in Hong Kong, Japan, Singapore, and the UK.

* For Switzerland only: This is an advertising document. The state of the origin of the fund is the Cayman Islands. This document may only be provided to qualified
investors within the meaning of art. 10 para. 3 and 3ter CISA. In Switzerland, the representative is Acolin Fund Services AG, Maintower, Thurgauerstrasse 36/38, 8050
Zurich, Switzerland, whilst the paying agent is NPB Neue Privat Bank AG, Limmatquai 1/ am Bellevue, 8024 Zurich, Switzerland. The basic documents of the fund report
may be obtained free of charge from the representative. Past performance is no indication of current or future performance. The performance data do not take account of
the commissions, if any, and fund transfer costs incurred on the issue and redemption of units.

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. © 2024 Asia Frontier Capital Limited. All rights reserved.




