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President Trump's "Tariff Shocker"

On 2" April 2025, President Donald Trump sent shockwaves through global markets
with the announcement of a sweeping 46% tariff on Vietnamese imports, significantly
higher than the widely expected tariff of around 10%. This dramatic escalation continues
the “America First” trade doctrine and targets countries with large trade surpluses with
the U.S. Vietnam, with its rapidly growing export volume, found itself squarely in the
crosshairs. The market reaction was swift and severe, with the VN Index falling
approximately 8.3% in USD terms month-to-date.

The scale of the tariff came as a significant surprise to us. In response, we took immediate
action to mitigate risk in the AFC Vietnam Fund by substantially increasing our cash
position. This move enhances our ability to respond to rapidly changing political and
market dynamics. While the initial shock was considerable, early signs of diplomatic
engagement suggest that a constructive resolution remains possible. We are closely
monitoring the evolving situation and its potential impact on Vietnam’s economic
outlook and equity market.
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Economic Pressure, Vietnam’s Response, and Geopolitical Dynamics

Vietnam has emerged as a key manufacturing hub and an attractive alternative to China for global supply chains. However, its
sizable and growing trade surplus with the U.S.—the third-largest globally at USD 123.5 bn in 2024—has drawn scrutiny.
According to estimates, approximately USD 63 bn of Vietnamese exports could be subject to the new tariffs. Vietnamese
officials acted quickly, dispatching a high-level delegation to Washington as part of ongoing commemorations of 30 years of
diplomatic ties.

Economic pressures are also building in the U.S. Treasury Secretary Scott Bessent, a veteran of global macro investing, is
acutely aware of the risk that market instability could trigger a broader economic spiral—falling markets, declining consumer
spending, shrinking tax revenues, rising deficits, and ultimately, surging interest rates.

In a dramatic development, President Trump revealed that Vietnamese President To Lam offered to eliminate tariffs on U.S.
goods entirely in exchange for halting the new duties. "Lam told me that Vietnam wants to cut its tariffs down to ZERO if it
can make an agreement with the U.S.," Trump posted on Truth Social following their phone call. This follows Hanoi’s request
for a three-month delay to negotiate a mutually acceptable solution. Prime Minister Pham Minh Chinh has since established a
task force to respond rapidly, calling the tariffs inconsistent with the strong bilateral relationship.

Vietnam had already begun addressing U.S. concerns, announcing tariff cuts on American products including cars, ethanol,
LNG, and various agricultural goods. In March, over USD 4 bn in bilateral deals—mostly in oil and gas—were signed.
Vietnam’s strategic position also strengthens its hand; amid rising U.S.-China tensions, Washington may find deepening ties
with Hanoi increasingly valuable. Unlike other major trading partners, Vietnam poses no immigration or border-related issues,
making it a uniquely clean trade negotiation.

Ultimately, this episode highlights Trump’s willingness to employ tariffs as a blunt instrument of diplomacy. However, it also
reveals his administration’s desire to negotiate swiftly when counterparts engage constructively, potentially offering a roadmap
for other nations navigating similar pressures.

Best regards,

AFC Vietnam Fund

* 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.



