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Segments (as at 30 November 2012)

Comment

We had been toying with the idea of not bothering to write a
Newsletter this month, partly because we fear we have
demanded too much of our reader's attention in December
already but mainly because the world is apparently due to end
on Friday and we weren't sure how many people would
prioritise our ramblings in the lead up to such a (literally) earth
shattering event. It is entirely possible that the Mayans were
correct about the world ending since they are not around
anymore but this may be due to a combination of their calendar
possibly having started a couple of centuries before Julius
Caesar inadvertently set in motion a chain of events which
ultimately resulted in the invention of the corporate Christmas
gift, and said Central American primitive tribe being unaware of
population centres outside of Machu Picchu. And there in a
nutshell, if nothing else, is proof positive of what a sensible
choice I made in not becoming an historian.
In any event, since the Vietnam market is now showing a few
signs of life we have decided to chance it just in case we have
to come back to work on Monday.
The Fund's Annual Report for the year to 30 September 2012 is
now available at our website via:
http://www.pxpam.com/userfiles/data/pxp/478_482.pdf.
We would encourage you to read the whole when time permits,
since it makes for a riveting read (if we say so ourselves) but in
the meantime the edited highlights of the outlook for 2013 culled from the Investment Manager's report - are as follows:
We believe that we are beginning to see the first green shoots
of improving sentiment in the Vietnam stock market in the few
days leading up to the completion of this report. The level of
non-performing loans within the banking system has occupied
much investor attention over the past several months with
commentators seemingly competing to outdo each other in
raising the bar on the scale of the problem. What started with
banks increasing provisions to reflect a system-estimated NPL
level of approximately US$5 billion was doubled by the
Governor of the State Bank and then gradually increased to an
estimated US$25 to 30 billion by a couple of less "inside"
commentators. Understandably the market has been somewhat
spooked by this for the past couple of months, but perhaps no
more. In the past few days certain senior foreign bankers have
begun to lower the temperature, as it were. The local head of
Standard Chartered Bank essentially suggested at a meeting of
the Vietnam Business Forum on 3 December 2012 that, if the
figure given by the Governor is correct, bank losses should be
contained at US$7 billion. That, combined with the anticipation
of a 1% cut in interest rates in the short-term to reflect the
lessening of inflationary pressure as well as, hopefully, create a
more fluid lending environment, may very well see the nascent
rally continue toward the calendar year-end and hopefully on
toward Tet (Lunar New Year). Whether any such rally should
prove sustainable will, in our opinion, be dependent on the
publication and introduction of a clear and efficient plan to deal
with NPLs and create some much-needed confidence in the
domestic banking system. A resumption of economic growth in
the West would also add strength to the foundations of an
advance by generating an acceleration domestically.
The timing of any launch of the 'C' Share issue approved by
Shareholders at the Company's annual general meeting on 31
May 2012 is very much dependent on an improvement in
market conditions. The Shares currently trade at a discount of
close to 20% to Net Asset Value and this will need to narrow to
single digits in order for a capital raising to have any chance of
success. Foreign participation in the domestic stock exchanges
continues to languish at below 10% of average daily turnover; a
clear indication that Vietnam has not yet returned to the radar
of international portfolio investors even as risk appetite shows
some evidence of increasing elsewhere in emerging markets.
We continue to be optimistic that an opportunity to launch the
issue will arise before the forthcoming annual general meeting
assuming that investor confidence is restored once the
government issues a roadmap for the recapitalisation of the
banking sector. Various senior government officials have
reinforced the message that this remains the top policy priority,
and we are hopeful that an effective plan will be forthcoming in
the next month or so.

This newsletter is prepared on behalf of PXP Vietnam Fund (the “Fund”) by PXP Vietnam Asset Management Limited, and is solely communicated to, and directed only at persons who are investment professionals, high net worth companies or others who are entitled to be given the newsletter
under the law of the jurisdiction in which it is given. Persons receiving this newsletter should note that past performance is no guide to the future and, in particular, that the past returns of the Vietnamese stock market, or of companies listed on it, are no guarantee of the future returns of PXP
Vietnam Fund. This newsletter and the information contained herein must not be acted on or relied on for any purpose whatsoever. This newsletter is strictly confidential and may not be copied or distributed or passed on by any recipient. No understanding representation or warranty or other
assurance, express or implied, is made or given by any person to the accuracy, fairness or completeness of the information or opinions contained in this newsletter and no responsibility or liability is accepted for any such information or opinions. It is the responsibility of every person reading this
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