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The Vietnamese stock market reopened on 3™ February 2025, after the long Tet
holiday, to a weaker VND, primarily driven by the strength of the USD. While the VN-
Index gained 3.2% in local currency, its increase in USD terms was more modest at 1.3%,
reflecting the 1.9% appreciation of the USD against the VND in February. The VN-Index
successfully surpassed the physical level of 1,300 to close at 1,305.36 points, showing
a bullish uptrend. Despite this currency headwind, the AFC Vietnam Fund outperformed
the VN-Index, posting a gain of 1.8%, with its NAV reaching USD 3’500 per share,
according to internal estimates.

From a technical perspective, the VN-Index has been trading within a narrow, upward-
trending channel since Q4 2023, with support and resistance levels tightening. This
pattern suggests that a breakout is imminent, with a strong likelihood of an upward
move. A robust macroeconomic environment further supports the bullish outlook,
including Vietnam’s aggressive public investment plans, solid GDP growth, and
continued strong FDI inflows. Moreover, the potential upgrade by FTSE from a Frontier
Market to an Emerging Market in 2025 could serve as a significant catalyst, attracting
new foreign capital into the market. Given these factors, we believe the current setup
presents a compelling buying opportunity for new investors or for existing investors
looking to increase their positions ahead of a potential breakout.

The VN-Index surpassed the 1,300 level
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(Source: Vietcap)

Market Developments

Despite being the shortest month of the year, February was packed with challenges for
investors. Market sentiment turned cautious when U.S. President Trump imposed
tariffs on goods from Mexico, Canada, and China. The situation escalated further when
he announced a 25% tariff on imported steel, applying to all exporting countries,
including Vietnam. This decision rattled investor confidence, causing the VN-Index to
drop nearly 1% in a single day. Concerns over the potential impact of this policy spread
quickly, leading to increased market volatility.

According to SSI, Vietnam’s largest brokerage firm, the newly announced tariffs may
not be as detrimental as initially feared. The policy is essentially an expansion of Section
232, imposing a uniform 25% tariff on steel and aluminum imports from all countries.
Since Vietnamese steel exports to the U.S. have been subject to this rate since 2018,
the impact on Vietnam’s steel industry remains unchanged. The most affected nations
are those that previously benefited from exemptions, including Argentina, Brazil,
Canada, the EU, South Korea, Japan, and the UK.
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This policy shift effectively levels the playing field for Vietnam, as U.S. allies who once exported steel to the U.S. at a 0% tariff
will now face the same 25% duty. As a result, Vietnamese steel producers such as Hoa Phat Group (HPG), Nam Kim Steel
(NKG), Hoa Sen Group (HSG), and Gia Dai (GDA) could see improved export prospects to the U.S. However, increased
competition is likely in other international markets as steel from affected countries is redirected elsewhere. It’s important to
note that these assessments are based on U.S. media reports, as the official government document has yet to be released.
This development underscores that trade barriers do not always have universally negative consequences —Vietnam, in this
case, may emerge in a more advantageous position.

President Trump Says Value-Added Taxes (VAT) Will Be Considered The Same As Tariffs

Trump's plan to treat value-added tax (VAT) systems like tariffs when calculating reciprocal levies on imports into the U.S.
could have significant trade implications, particularly for countries with high VAT rates like those in the European Union. Since
the EU's average VAT rate is nearly 22%, this policy shift could lead to higher U.S. tariffs on European goods. Trump has ordered
trade officials to develop a country-specific tariff calculation method that considers VAT levels, regulatory policies, and
business environments, with the study due by 1% April 2025.

Vietnam, however, would likely not suffer too much under this policy. The Vietnamese VAT is currently at 8%, while the average
U.S. sales tax is around 5%. This suggests that Vietnam might face an additional tariff of only about 3% on its exports to the
U.S., which is much lower than the potential tariffs on EU goods or Chinese goods. As a result, Vietnam’s exports may remain
relatively competitive under the proposed system, but we should know more at the beginning of April.

The Strong USD

The USD demonstrated significant strength in global financial markets throughout February, with the Dollar Index surging
7.4% from Sep 2024 to a new high. This appreciation was fuelled by continued investor demand for safe-haven assets,
expectations of prolonged higher interest rates in the US, and capital flows favoring USD-denominated investments. The
stronger USD put pressure on emerging market currencies, including the VND, which depreciated despite Vietnam'’s solid
economic fundamentals. While currency fluctuations may continue to impact short-term market movements, we remain
confident in Vietnam’s long-term growth trajectory and the resilience of its equity market.

USD/VND exchange rate from Feb 2024 to Feb 2025
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2024 Fourth-Quarter Financial Reports

After the Tet holidays, all listed companies released their fourth-quarter financial reports. Based on our internal calculations,
the AFC Vietnam Fund’s portfolio recorded an impressive earnings growth of over 23% in Q4 2024. Notably, eight out of our
ten largest holdings delivered strong business performance, reinforcing our confidence in our investment strategy.

Among them, ABI, one of our top five positions, demonstrated a significant recovery in profitability and stock performance.
In Q4, ABI’s net profit surged 119% year-over-year, while insurance premiums grew by a robust 21% YoY, reaching VND 674
billion (approximately USD 27 million). This recovery provided much-needed support for ABI’s stock, which had experienced
a sharp decline in September following the impact of Typhoon Yagi on the insurance sector.

ABI vs VN Index from March 2024 to Feb 2025
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Currently, we believe ABI remains significantly undervalued. The company is trading at a P/E ratio of 9x, a P/B ratio of 1.3x,
and offers an attractive dividend yield of 7%. What sets ABI apart is its exceptionally strong balance sheet, with a cash balance
of USD 130 m—far exceeding its market capitalization of just USD 82 m—and no bank debt at all.

Furthermore, ABI is expected to transition its listing from UPCOM to HOSE in 2025. This move, coupled with its solid earnings
growth of 20%, could serve as a major catalyst for the stock’s performance this year. Given its strong financial foundation and
growth potential, we remain highly optimistic about ABI’s future trajectory.

2025 GDP Growth Target Of 8%

In February, the Vietnamese government submitted a proposal to the National Assembly to revise the GDP growth target for
2025. The new target has been adjusted to 8%, up from the previously set range of 6.5-7.0%. Public investment will be a key
driver of this ambitious growth goal, prompting the National Assembly to approve a significant increase in public investment
capital for 2025. The newly approved budget stands at VND 875,000 bn (USD 36 bn), a sharp rise from VND 680,000 bn (USD
27 bn) in 2024. This massive investment package is expected to contribute approximately 1.2% to GDP growth and create
substantial opportunities for companies in the sector, including LBM and CTD—two of our top five holdings.

While we have frequently discussed LBM in past updates, we would like to highlight Cotecons (CTD), Vietnam’s largest
construction company. The AFC Vietnam Fund has a long history with CTD, having first invested in the company in its early
years of the fund. CTD experienced rapid growth between 2014 and 2017 but was severely impacted by internal conflicts,
leading to a significant downturn. We exited our position in mid-2017 when the former CEO departed, sparking a prolonged
crisis that saw net profit plunge from VND 1,653 bn in 2017 to just VND 21 bn in 2022. However, after meeting CTD’s leadership
team in June 2023 while they were constructing a USD 1 bn factory for LEGO Group, we recognized the company’s strategic
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transformation and restructuring efforts. CTD has now shifted its focus to the high-potential FDI construction segment, a
market with over USD 20 bn in annual disbursements. Seeing this turnaround, we re-entered our position in late 2023,
confident in CTD’s renewed growth trajectory. Indeed, following its restructuring, CTD’s net profit rebounded to VND 243 bn
in 2023 and VND 435 bn in 2024. We anticipate further growth, with net profit potentially reaching VND 600 bn in 2025. CTD
is still trading below book value at its current valuation, presenting an attractive investment opportunity.

Net Profit of CTD Over the Last 10 Years (VND bn)
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(Source: CTD, AFC research)

Besides its expansion into the FDI construction segment, Cotecons (CTD) has also strategically diversified into the public
investment sector, securing multiple large-scale projects. Given the Vietnamese government's aggressive public investment
plans for 2025-2030, CTD is well-positioned to capitalize on this trend. With a significantly increased budget allocation for
infrastructure and construction, the company is expected to secure even more projects, further strengthening its revenue
streams.

This diversification provides CTD with a balanced growth strategy, allowing it to benefit from both foreign direct investment
(FDI) and government-funded infrastructure projects. As public investment surges and Vietnam prioritizes infrastructure
development, CTD stands to gain considerably, reinforcing our confidence in its long-term growth potential.
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CTD vs VN Index from Oct 2024 to Feb 2025
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Economy

Macroeconomic Indicators

2021 | 2022 | 2023 |Jan-25
GDP 2.58%| 8.02%| 5.05%| 7.09%
Industrial production (YoY) 4.8% 7.7%| 3.0%| 0.6%
FDI disbursement (USD bln) | 19.74| 22.4| 23.2 1.5
Exports (USD bln) 336.3| 371.9| 355.5 33.1
Imports (USD bln) 332.3| 360.7| 327.5 30.1
Trade balance (USD bln) 4.0 11.2| 28.0 3.0
Retail sales (YoY) -3.80%| 19.80%| 9.60%| 9.50%
CPI (YoY) 1.89%| 3.15%| 3.25%| 3.63%
VND 22,782| 23,663|24,261| 25,562
Credit growth (YoY) 13.0%| 12.9%| 13.5%|NA
Foreign reserves (USD bln) 105 90 96 96

(Source: GSO, VCB, State Bank, AFC Research)

Subscription

The next subscription deadline is 25™ March 2025. If you need assistance with the subscription process, please email Andreas
Vogelsanger at av@asiafrontiercapital.com.

Best regards,

AFC Vietnam Fund
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NAV as of 28" February 3025

NAV 3,500*
Since Inception +250.0%*
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 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% +0.58% -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 usD -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 usD -1.89% +9.49% +5.84% +1.58% +6.37% +8.37% -1.30% +8.47% | +3.80% | +4.47% | +2.42% -1.69% +55.61%
2022 usD -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 usD +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 usD -2.24% +0.49% +2.47% -3.72% +7.35% +1.73% | +1.67% | +2.05% -0.56% -3.34% +0.35% +4.09% +10.25%
2025 usD -0.88% +1.8%* +0.9%*

*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.




