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Macroeconomic Update
Vietnamʼs progress towards a lower inflation rate and a more stable economy continued in April with CPI falling to 10.54% Y-o-Y
from 14.2% in the previous month, and registering only 0.05% M-o-M growth. These low numbers can be attributed to slowing food
prices and other factors that are mitigating the effects of the 12% fuel price increase in March and another of 3.9% in April.
On April 11th, the State Bank of Vietnam (SBV) cut the refinance and repurchase by 100 basis points each to 13% and 12%
respectively, following less than a month after the identical cut in March, and before the release of the April inflation results. The
rate cut was anticipated, however many were surprised at the brevity between rate cuts; the IMF exhibited the most shock and
concern that it could negatively affect the FX situation. The FX situation remained stable, but it must be noted that the cut also
reflects the fact that the SBV is committed to attain 6% economic growth for 2012; market consensus is that the target is
increasingly unreachable and a pair of government advisors have stated that they want the targets lowered.
As previously noted, larger banks have had vastly increased liquidity due to lending restrictions and few available options to invest
surplus cash besides purchasing government bonds. However, the SBV governor announced that bad debt throughout the system
has risen to 3.6% from 3.2% at the end of 2011, with NPL ratios ʻmuch higherʼ at ʻsomeʼ lenders. On April 25th, two small banks,
Habubank (HBB) and Saigon Hanoi bank (SHB), announced a draft plan to merge since the former is suffering from bad debts
made to the defunct state-owned shipbuilder Vinashin. The lack of mergers in Q1 likely resulted from the SBVʼs preference for
banks to merge voluntarily rather than forcing the mergers like the previous merger at YE 2011. More mergers are expected as
weak banks find partners or buyers.
So far this year, the trade deficit has been reined in through tight monetary and fiscal policy that has held back demand for imports.
For January and March, trade deficits were revised to surpluses, resulting in the YTD trade deficit currently standing at only $176
million. This has helped in stabilizing the currency and allowing the SBV to rebuild its FX reserves to approximately 9 weeks of
imports, though with the recent loosening, we can expect the trade deficit to widen as business and trade activities revive.
The stabilization theme continues with little fluctuation in the exchange rate, slowing inflation, a low trade deficit, and the banking
sector restructuring process. A loosening of monetary policy is welcome, and though the pace has been a little fast, we are not yet
overly concerned.
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Equity Market
The Vietnam Index (VNI) continued its phenomenal rise through
April by gaining 8.2% in EUR terms (7.4% in VND terms) and is
now up 33.2% YTD. The market again reacted positively to the
interest rate cut as well the release of another round of low CPI numbers. Domestic investors have clearly been moving away from
competing asset classes such as USD, gold, or simply depositing money in bank accounts, while foreign investors have been piling
in, with many companies reaching their foreign ownership limits. In fact, offshore, open-ended, Vietnamese-focused equity funds
have had the most consistent inflows of all Asian emerging market funds this year, demonstrating that foreign interest in Vietnamʼs
economy is growing substantially. Even the bond market is becoming more attractive with a lot of press surrounding the fact that
Vietnamese dollar bonds have some of the best returns in Asia at approximately 10%. With foreign investors finding that ownership
limits are full in many companies and domestic investors looking for the next big thing, we have seen a dramatic shift towards
small-to-mid cap equities. With the VNI up so substantially YTD, it is unsurprising that it experienced resistance at the 470 level and
we expect some profit taking in the near future; though we believe that barring any serious shocks, this will continue to be a good
year for Vietnam.

Real Estate Market
By all indications, the real estate market remains frigid despite the interest rate cuts and increased FDI being attracted by the
sector. Lately, there has been increasing support forthcoming from the government. With loans to real estate for the purpose of end
use already allowed, the SBV again loosened its grip on the sector by reclassifying “non-productive sectors” so that loans to be
used for building, fixing, or buying houses for rent, a.k.a. second homes, are no longer discouraged. The SBV also asked the
countryʼs lenders to reduce the interest rates on outstanding loans that were made at times when rates were higher, opening the
door for renegotiation of loans issued at excessively high rates last year, and probably benefitting developers by offering them a
temporary reprieve until demand increases. To further support the real estate sector and the banking system, the Ministry of
Construction announced that it would consider purchasing real estate projects from developers to be used for social housing and
resettlement purposes. This removes the potentially toxic assets from banksʼ balance sheets and benefits distressed developers.
Under the new looser policies, a rally of listed real estate companies is beginning to take hold as retail investors begin to
understand the value behind these companies with their discounted valuations and improving prospects for increased demand in
the future.
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VEH Update
In April, VEH’s un-audited NAV per share was !2.21, representing an
increase of 10.4% from !2.00 at the end of the prior month. Over the same
period, the VN Index increased 8.2% in EUR terms (up 7.4% in VND
terms). The NAV increase was mainly due to a 9.7% increase in portfolio
value from the increase in prices of listed stocks, offset by a 0.8%
unrealized FX loss from the appreciation of the EUR against the VND. The
investment manager continues to rebalance into small and mid cap stocks
with strong fundamentals and higher reward/risk ratio to capitalize on the
potential upside gain from an anticipated long-term rebound in the Vietnam
stock market.
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This document was prepared by Saigon Asset Management (SAM) and is for information only and does not constitute or form part of, and should not be construed as, any offer, inducement or an invitation to sell, acquire or issue, or any solicitation
of any offer to purchase or subscribe for, any shares or securities, including any ordinary shares, in VIETNAM PROPERTY HOLDING and/or VIETNAM EQUITY HOLDING (the “Funds(s)”) in any jurisdiction. No undertaking, representation,
warranty or other assurance, express or implied, is made by either SAM or any other person, in relation thereto. Any statements that express or involve discussions with respect to predictions, expectations, beliefs, plans, projections, objectives,
goals, assumptions or future events or performance are not statements of historical fact and may be "forward looking statements." Forward looking statements are based on expectations, estimates and projections at the time the statements are
made that involve a number of risks and uncertainties which could cause actual results or events to differ materially from those presently anticipate. All information is based on data obtained from sources we believe to be reliable, but is not
guaranteed as to accuracy and does not purport to be complete. SAM has not made any independent verification of any such information and makes no implied or express warranties on the information provided. SAM does not guarantee the
accurateness and completeness of statements made herein. Any opinions expressed herein are subject to change at any time without notice. Past performance of the Investment Manager and funds and any forecasts are not indicative of the
future or likely performance of the Investment Manager.
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