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... we do not believe that the strong net
selling by foreign investors is over ...

(However) the rapid growth of the middle
class, driven by a strong emphasis on
education, ongoing urbanization, and
increased wealth among a relatively
young population base, remains the key
attraction of the Vietnam opportunity

in our opinion
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Top picks under Covid-19

Our top picks during the pandemic are a broker (HCM), a bank (VCB) and
property developers (VHM and KDH), which represent the largest sectors
by index weighting. VNM is a heavyweight consumer staples (dairy
products) firm, whereas PNJ represents consumer discretionary. Also, we
have included Vietnam’s dominant steel manufacturer (HPG), which could
be an interesting play on a fiscal recovery program and the resurrection of
stalled public infrastructure projects.

The market finally exited its freefall, with all three indices posting small
gains on substantially improved market breadth, with 193 losers vs 168
gainers during the week. However, we do not believe that the strong net
selling by foreign investors is over, and relatively low turnover declined (-
25% week-on-week) fails to convince us that the current bounce is an
indicator of a sustained return of risk appetites so early in a global
recession. This suggests that the overall risks remain to the downside, in
our view. We thus continue to recommend a focus on quality names, as
defined by strong balance sheets and cash positions, dominant brands,
and strong management teams.

We believe that the government’s move to delay tax payments for certain
industries by three months reflects their view of the likely duration of the
economic impact - or at least the worst of it - on Vietnam Inc. This three-
month deferral is based on the assumption of the outbreak being under
control domestically by mid-May, which seems reasonable in light of the
relatively low number of infections here to date. Obviously, the demand
shock from Vietnam’s key export markets is likely to last longer than that,
but the coronavirus is only likely to boost the trend of diversifying
manufacturing from the model that has been adapted since China’s WTO
accession, and Vietnam should remain a key beneficiary of industry
migration. For details on our overall strategy and market views, please see
Vietnam: Combatting Covid-19 and our latest strategy weekly, Flattening
after the freefall.

Overall, we think the broader themes for Vietnam remain intact despite the
current headwinds. We thus continue to prefer domestically focused
businesses over those reliant on external markets. The rapid growth of the
middle class, driven by a strong emphasis on education, ongoing
urbanization, and increased wealth among a relatively young population
base, remains the key attraction of the Vietham opportunity in our opinion.
Covid-19 represents a challenge here as elsewhere, but it is extremely
unlikely to derail the story in the longer term.

As such, we present the following stock ideas. These are all businesses
that strong balance sheets and cash flow through the cycle. Some of them
are high Beta (i.e., there could be short-term downside risk for a broker
(HCM) if the market continues to sell down) but we believe that all will
survive the current environment and perhaps even emerge stronger given
that weaker players in their respective industries may not be able to
continue operations. Vietnam is really a stock-picker’s market so we do
not find sector allocation recommendations to carry much weight here. We
have included only one bank (VCB) and two property developers (VHM and
KDH), which represent the two largest sectors by index weighting. VNM is a
heavyweight consumer staples (dairy products) firm, whereas PNJ
represents consumer discretionary. In addition, we have included
Vietham’s dominant steel manufacturer (HPG), which could be an
interesting play on a fiscal recovery program and the resurrection of
stalled public infrastructure projects.

ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ARE LOCATED IN APPENDIX A.
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VHM VN

Vinhomes

1.7%

8.6

0.41

Residential property leader, by a wide margin. Proxy
on middle-class home ownership aspirations.
Refocusing from high-end/luxury segment to mid-
end, the main target for Vietnam's real residential
demand.

Early monetization of its vast land bank by engaging
in block sales/land sales is increasing the speed of
capital returns.

VCB VN

Vietcombank

1.3%

9.9

NMF

Market leading deposit franchise allows for high
and stable NIM without undue credit risk.

Client base is largely corporate (limited SME
exposure and extremely low unsecured consumer
exposure).

Valuations are not optically cheap, but this is the
quality play in the banks. This is not the time to be
seeking out higher risk at a lower valuation, in our
opinion.

VNM VN

Vinamilk

4.1%

17.3

Dominant player in Vietnam's growing dairy market.
Moving toward higher margin premium products
(yoghurt, formula milk, and fresh milk).

Very solid management and target of long term
foreign strategic shareholders (Jardine).

POW VN

PV Power

3.9%

5.6

0.59

A proxy on Vietnam'’s rapidly growing demand for
electricity amid the shortage of supply.

Diversified production capacity to provide for
smooth revenues when any single source of power
is disrupted by input constraints or weather.
Long-term purchasing power agreements mean that
POW is not exposed to input costs.

PNJ VN

Phu Nhuan
Jewelry

3.9%

9.1

0.57

Vietnam’s dominant branded jewelry retailer.

High margin branded products with a
predominantly domestic focus.

Plenty of room for growth on industry consolidation
and as government policy limits sales of gold bars.

KDH VN

Kang Dien
House

2.6%

9.6

0.10

Strong financial structure: low financial leverage and
large cash position.

International partnerships shores up funding for the
firm’s big projects.

Beneficiary of the burgeoning middle class: Focus
on affordable and mid-end housing.

HCM VN

Ho Chi Minh
City
Securities

7.7%

7.3

0.56

Key beneficiary of increased institutional investor
activity in Vietnam in the years ahead

Confidence in management’s ability to execute
while managing the operational risks.

Rational blue ocean strategy of focusing on HNWIs
and foreign institutional investors.

HPG VN

Hoa Phat
Group

5.3%

6.5

0.77

Vietnam’s largest steel producer is steadily
consolidating market share.

Beneficiary of the restart of infrastructure projects
as the government seeks to boost Covid-19-
impacted economic growth.
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» We expect Chinese competition to persist, but we
think it will be limited by government actions to
ensure a viable domestic steel industry.
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Appendix A: Important Disclosures

Analyst Certification

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to
each security or issuer that the analyst covered in this report:(1)all of the views expressed accurately reflect his or her personal
views about those securities or issuers; and (2)no part of his or her compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by that research analyst in the research report.

Ratings Definitions

BUY:We have a positive outlook on the stock based on our expected absolute or relative return over the investment period. Our
thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We
recommend investors add to their position.

HOLD-Outperform:In our view, the stock’s fundamentals are relatively more attractive than peers at the current price. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

HOLD-Underperform:In our view, the stock’s fundamentals are relatively less attractive than peers at the current price. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

SELL: We have a negative outlook on the stock based on our expected absolute or relative return over the investment period. Our
thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We
recommend investors reduce their position.

Under Review: We actively follow the company, although our estimates, rating and target price are under review.

Restricted: The rating and target price have been suspended temporarily to comply with applicable regulations and.or Yuanta
policies.

Note: Yuanta research coverage with a Target Price is based on an investment period of 12 months. Greater China Discovery Series
coverage does not have a formal 12 month Target Price and the recommendation is based on an investment period specified by
the analyst in the report.

Global Disclaimer

© 2020 Yuanta All rights reserved. The information in this report has been compiled from sources we believe to be reliable, but we
do not hold ourselves responsible for its completeness or accuracy. It is not an offer to sell or solicitation of an offer to buy any
securities. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change
without notice.

This report provides general information only. Neither the information nor any opinion expressed herein constitutes an offer or
invitation to make an offer to buy or sell securities or other investments. This material is prepared for general circulation to clients
and is not intended to provide tailored investment advice and does not take into account the individual financial situation and
objectives of any specific person who may receive this report.Investors should seek financial advice regarding the appropriateness
of investing in any securities, investments or investment strategies discussed or recommended in this report. The information
contained in this report has been compiled from sources believed to be reliable but no representation or warranty, express or
implied, is made as to its accuracy, completeness or correctness. This report is not @nd should not be construed as)a solicitation
to act as securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on such
business in that jurisdiction.

Yuanta research is distributed in the United States only to Major US. Institutional Investors @s defined in Rule 15a-6 under the
Securities Exchange Act of 1934, as amended and SEC staff interpretations thereof). All transactions by a US person in the
securities mentioned in this report must be effected through a registered broker-dealer under Section 15 of the Securities
Exchange Act of 1934, as amended. Yuanta research is distributed in Taiwan by Yuanta Securities Investment Consulting. Yuanta
research is distributed in Hong Kong by Yuanta Securities (Hong Kong)Co.Limited, which is licensed in Hong Kong by the Securities
and Futures Commission for regulated activities, including Type 4 regulated activity @dvising on securities). In Hong Kong, this
research report may not be redistributed, retransmitted or disclosed, in whole or in part or and any form or manner, without the
express written consent of Yuanta Securities Hong Kong) Co. Limited.

Taiwan persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn:Research

Yuanta Securities Investment Consulting
4F, 225,

Section 3 Nanking East Road, Taipei 104
Taiwan

Hong Kong persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn:Research

Yuanta Securities (Hong Kong)Co. Ltd
23/F, Tower 1, Admiralty Centre

18 Harcourt Road,

Hong Kong
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Korean persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Head Office

Yuanta Securities Building
Euljiro 76 Jung-gu

Seoul, Korea 100-845
Tel:+822 3770 3454

Indonesia persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn:Research

PT YUANTA SECURITIES INDONESIA
(A member of the Yuanta Group)
Equity Tower, 10th Floor Unit EFGH
SCBD Lot 9

JI.Jend. Sudirman Kav.52-53
Tel:6221)- 5153608 (General)

Thailand persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Research department

Yuanta Securities (Thailand)
127 Gaysorn Tower, 16th floor
Ratchadamri Road, Pathumwan

Bangkok 10330

Vietnam persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Research department

Yuanta Securities (Vietnam)
4th Floor, Saigon Centre
Tower 1, 65 Le Loi Boulevard,

Ben Nghe Ward, District 1,
HCMC, Vietnam
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