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Vietnam Emerging Equity Fund Limited

SPECIAL CONSIDERATIONS
AND RISK FACTORS

THE INVESTMENT OBJECTIVE OF VIETNAM EMERGING EQUITY FUND LIMITED (“the
Company”) is to seek long-term capital appreciation of its assets by investing in a portfolio
of equity securities of listed or prelisting Vietnamese companies, whether established with
domestic or foreign ownership.
SHAREHOLDERS SHOULD BE AWARE THAT THE RISKS inherent in the investments of the
Company in Vietnam are of a nature and degree not typically encountered when investing
in securities of companies listed on the major securities markets. Such risks include, but are
not limited to, political and economic risks in addition to the normal risks inherent in any
equity investment. A full description of the risks involved in investment in the Company can
be found in the Prospectus.
INVESTMENT IN THE COMPANY SHOULD BE REGARDED AS LONG-TERM IN NATURE. There
can be no guarantee that the Company’s investment objectives will be achieved.
SHAREHOLDERS SHOULD BE AWARE THAT THE VALUE OF THE COMPANY’S SHARES and the
income from them may fluctuate. In addition, there is no guarantee that the market prices
of shares in closed-end funds will fully reflect their underlying net asset value (“NAV”).
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Vietnam Emerging Equity Fund Limited

REPORT OF THE BOARD OF DIRECTORS
The Board of Directors of Vietnam Emerging Equity Fund Limited presents its report together with the
audited financial statements for the year ended 31 December 2008.

OVERVIEW
The Company is a closed-end investment company with limited liability, incorporated in the Cayman Islands
on 25 July 2005 under the provisions of the Companies Law, Cap. 22 (Revised) of the Cayman Islands. The
number of the Company’s Certificate of Incorporation is CD-152440.
The registered office of the Company is located at CARD Corporate Services Ltd., 4th Floor, Zephyr House,
122 Mary Street, PO Box 709GT, George Town, Grand Cayman, Cayman Islands, British West Indies.

PRINCIPAL ACTIVITY
The principal activity of the Company is investment holding with an objective to seek long-term capital
appreciation of its assets by investing in a portfolio of the equity securities of listed or prelisting Vietnamese
companies, whether established with domestic or foreign ownership. The Company may also invest up to
30% of its assets at the time of investment in the shares of overseas listed companies.

THE BOARD OF DIRECTORS
The Board of Directors currently has three directors who are non-executive directors. No director is an
employee of the Company. The members of the Board of Directors during the year and to the date of this
report were:
Mr Philip Smiley

Chairman

(not re-elected 19 June 2008)

Dr Yvo Gisler

Chairman

(appointed on 19 June 2008)

Mr Christopher Vale

Director

(not re-elected 19 June 2008)

Mr Tony Jordan

Director

(not re-elected 19 June 2008)

Mr Gregory Hazlett

Director

(not re-elected 19 June 2008)

Mr Stanley Chou

Director

Mr Stefan Steiner

Director

(appointed on 19 June 2008)

DIRECTORS’ INTERESTS
Dr Yvo Gisler also serves as a legal counsel of Luserve AG in Switzerland. Stanley Chou also serves as the
Managing Director of Luserve Asia Pacific Limited in Hong Kong. The Luserve companies are advisory
companies which advise investors who own 1,800,000 shares in the Company as at 31 December 2008 (31
December 2007: 1,800,000 shares).
Except for the above, at no time during the year and to the date of this report did any director have a direct or
indirect interest in the shares of the Company, and the Company has not been a party to any arrangement to
enable the directors of the Company to acquire any direct or indirect interest in the shares of the Company.
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Vietnam Emerging Equity Fund Limited

REPORT OF THE BOARD OF DIRECTORS
(CONTINUED)
STATEMENT OF RESPONSIBILITY OF THE BOARD OF DIRECTORS IN RESPECT TO THE FINANCIAL STATEMENTS
The Board of Directors is responsible for the financial statements which give a true and fair view of the
financial position of the Company as at 31 December 2008 and of its financial performance, cash flows and
changes in shareholders’ equity for the year then ended. In preparing these financial statements, the Board
of Directors is required to:
•
•
•

select suitable accounting policies and then apply them consistently;
make judgments and estimates that are reasonable and prudent; and
prepare the financial statements on a going concern basis unless it is inappropriate to presume that
the Company will continue in business.

The Board of Directors is responsible for ensuring that proper accounting records are kept which disclose,
with reasonable accuracy at any time, the financial position of the Company and which enable financial
statements to be prepared which comply with International Financial Reporting Standards. The Board of
Directors is also responsible for safeguarding the assets of the Company and thus for taking reasonable
steps for the prevention and detection of fraud and other irregularities.
We confirm to the best of our knowledge:
The accompanying financial statements as set out on pages 8 to 32, prepared in accordance with
International Financial Reporting Standards, give a true and fair view of the assets, liabilities, financial
position and financial performance of the Company.
The Investment Manager’s report includes a fair review of the development and performance of
the business and the position of the Company, together with a description of the principal risks and
uncertainties that it faces.

On behalf of the Board of Directors

Dr Yvo Gisler
Chairman
22 May 2009
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Vietnam Emerging Equity Fund Limited

REPORT OF THE INVESTMENT MANAGER

REVIEW OF THE YEAR
During the year under review the Company’s Net Asset Value (“NAV”) per share decreased by 73.59%, from
US$11.725 to US$3.097. This compares with a fall in the Viet Nam Index (“VNI”) of 68.73% in US$ terms over
the same period. The Vietnamese Dong (“VND”) depreciated by 8.89% over the year under review. The
underperformance is attributable in part to the write-down of the prelisted portfolio but the uncertainty
regarding the future of the Company during the second half of the year was also a contributing factor.
STOCK MARKET
The financial year ended 31 December 2008 provided a salutary reminder of the risks inherent in investing
in frontier markets. The liquidity and market expansion-driven euphoria so evident in the first full year of
the Company’s existence evaporated in the first quarter of calendar 2008 after a moderate pull-back in the
previous quarter prior to the introduction of restrictions on the provision of stock margin financing loans by
domestic banks on 1 January 2008.
The Viet Nam Index fell off a metaphorical cliff in the first quarter of 2008 as severely curtailed domestic
liquidity and overly-optimistic pricing contributed to the failure of the equitisation (privatisation) process.
This, combined with growing concerns about the health of the domestic economy as the rate of Consumer
Price Index (“CPI”) inflation spiked well above 20% on sharp increases in food and oil prices and as the trade
deficit showed signs of spiralling out of control, resulted in a 44.25% index retracement by the end of March
2008. The severe weakness continued into the second quarter of the calendar year as various international
investment banks extrapolated the economic difficulties into a full scale meltdown, with the result that by 20
June 2008 the index had fallen to 366.02 points, a decline of 60.5% in less than six months.
A typical emerging market trend reversal began on the following day as the second gradual re-widening of
the daily trading bands (which had been reduced from 5% to 1% in Ho Chi Minh City and from 10% to 2%
in Hanoi at the end of March 2009 in an attempt to stave off the panic evident at the time) coincided with a
dawning realisation that the government was able and willing to take whatever monetary policy steps were
necessary to protect the economy, which was showing early signs of not being in as bad shape as certain
foreign experts had suggested in any event. As a result, the index surged by 53.5% to 561.85 on more positive
sentiment in a shade over two months to the end of August 2008 and had moved into a consolidation phase
in early September when the collapse of Lehman Brothers brought the global economy’s problems into sharp
focus and Vietnam’s local considerations were swept away by more far-reaching concerns. The index fell by a
further 30.9% in local currency in the final quarter of calendar 2008 to complete a most depressing year.
ECONOMY
The Vietnamese economy continued to grow, albeit at a slower pace during 2008. The Real Gross Domestic
Product (“GDP”) rate of growth in 2008 was 6.23%, after 8.48% in 2007. Nominal GDP increased to US$88.2
billion in 2008 from US$71.0 billion at the end of 2007. Much of this was once again due to the continuing
strength of the key economic drivers; rising exports, domestic demand and foreign direct investment (“FDI”).
All are likely to be muted somewhat in the aftermath of the global financial crisis and this starker reality is
reflected in the government’s lowering of its target for 2009 GDP growth to a range of 4.5 to 5% after a first
quarter return of 3.1%.
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Vietnam Emerging Equity Fund Limited

REPORT OF THE INVESTMENT MANAGER
(CONTINUED)
ECONOMY (CONTINUED)
Trade continued to expand as exports increased by 29.5% for financial year 2008, although the strength of
imports (up 28.3% on 2007) blew the trade deficit out to US$17.5 billion, an unsustainable (if one targets a
stable currency) 19.8% of total GDP. The rate of increase of the deficit slowed dramatically toward the end
of 2008 as the global economic slowdown impacted oil and commodity prices. A domestic oversupply of steel
also removes an important contributor to the deficit at least until infrastructure spending and a resumption
of construction activity erodes inventories.
The first quarter of 2009 produced a trade surplus after exports held up remarkably well (+3.1%) in spite of
slumping global demand whilst the slowdown had a more predictable impact on imports (down 45%). The
small (US$1.6 billion) surplus contrasts with a US$8.4 billion deficit for the same period of 2008 and even
after allowing for the likely one-off first quarter boost from sharply higher gold exports taking advantage of
arbitrage opportunities in international markets the net US$640 million deficit looks relatively benign.
Inflation was the other main area of concern during 2008 with food prices (which comprise nearly 43% of
the CPI basket) and crude oil prices the major contributors to a full year increase of 23% on 2007 prices, the
year-on-year rate having peaked at nearly 27% mid-year. The prices of both main CPI-blowout culprits had
retraced so sharply by year-end that a couple of months of deflation inspired some commentators (perhaps overoptimistically) to predict a return to single-digit inflation in 2009. It should be noted that Vietnam suffered this
extreme headline number due to the consistent composition of the CPI basket over the years; it is fair to say that
a lot of countries both emerging and developed are not shy about rebalancing when they see bad news on the
horizon. First quarter 2009 data shows evidence of more muted price increases, with CPI up 11.25% year-on-year,
and this trend is expected to continue for the remainder of the first half of 2009 at least.
Retail sales continued strong in 2008, although with inflation where it was, not all of the 30.1% improvement
was a direct consequence of increased affluence. Industrial production growth slowed somewhat on previous
years, most markedly in the state sector where output increased by only 4%. The overall figure was boosted
to 14.6% with the private and foreign invested sectors both improving by over 18.5%, but has slowed to
growth of 2.1% in first quarter 2009, with a decline of 3.2% in the state sector offset by private and foreigninvested sector growth of 5% and 2.9% respectively.
New Foreign Direct Investment commitments more than trebled to US$60.3 billion although the global
slowdown is likely to severely test the strength of those commitments and a large number of projects by
value, particularly in the steel production sector, are likely to fall by the wayside. Disbursements managed a
more modest 43% increase to US$11.5 billion. Commitments have predictably slowed in the first quarter of
2009, totalling a little over US$6 billion, down 40% on the same period in 2008.
The Vietnamese currency, the VND weakened by 8.9% over the calendar year and the government is likely to
continue with its exchange rate management policy in 2009 as it seeks to assist exporters. The first quarter of
2009 saw the VND soften by 1.8% against the US$, most of which immediately followed the widening of the
daily trading band to plus or minus 5% from the official rate on 24 March 2009.
All in all, 2008 was a difficult year for the economy with evidence of over-heating mitigated to some extent
in the first half by pragmatic policy adjustments but more dramatically in the second half in the main areas
of weakness by the global slowdown. We expect 2009 to be a year of consolidation as the world settles down
after the shocks in the latter part of last year with 2010 beginning to take on a more optimistic outlook.
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Vietnam Emerging Equity Fund Limited

REPORT OF THE INVESTMENT MANAGER
(CONTINUED)
STRATEGY
The market shake-out during 2008 and into the first two months of 2009 created some interesting opportunities
in the listed market with valuations pulling back to levels not seen since before the market achieved sufficient
scale to attract broad international interest around three years ago. Given that the majority of the companies
now listed had not joined the bourse at that stage this would naturally tend to imply that a large number
of the currently listed companies had never previously traded on such low multiples. The strong bounce in
the Vietnam market on vastly improved turnover from an index low of 235 on 24 February 2009 was, in our
opinion initially more to do with a world seeking reasons to feel optimistic than a fundamental re-evaluation
of the market’s attractions, but the continuation of the rally into May 2009 is underpinned by signs of a
bottoming of the recession, particularly at a regional level, and a dawning feeling that perhaps we overdid
the downside in 2008.
OUTLOOK
Calendar 2009 will undoubtedly be a difficult year for the global economy and Vietnam will need to be
ready to respond to the challenges ahead, particularly in relation to two of the economy’s main drivers; those
of Foreign Direct Investment and export growth. Given the need for extensive infrastructure expenditure
over the coming decade, however, the Vietnamese government may decide to compensate for the external
slowdown through domestic stimulus of the economy beyond interest rate and exchange rate management
which will be of obvious and critical long-term benefit to transportation networks and power generation
capacity at least. The introduction of a stimulus package targeted at bank lending seems to have allowed
Vietnam to avoid some of the blockages being experienced elsewhere, until the time of writing at least, and
we are optimistic that the panic-free reactions of the government during this crisis bode well for the future.
The recent rally in global markets, in which Vietnam is fully participating for the first time since the crisis began
back in September 2008, albeit mainly driven by renewed domestic interest in equities, may yet turn out to
be a false dawn. We are, however increasingly optimistic that a more hopeful long-term macro-economic
outlook will prevail by the third quarter of 2009 and that, combined with a sensibly pitched resumption of
the equitisation process in due course should ensure a renewal of external interest as risk appetite returns
in the latter part of the year and we expect the index to rally to at least 425 by the end of 2009 with more
compelling gains likely in 2010.
The redemption of approximately 72.2% of the Company’s 7,663,750 currently issued shares in return for a
distribution in specie of the relevant proportion of each of the individual portfolio holdings is likely to be
completed before the end of May 2009 and will allow the Company to move forward with plans to create a
vehicle which at the same time as adopting a more active approach to managing the portfolio will also allow
shareholders more flexibility in managing their own exposure to Vietnam. Details will be forthcoming in
the near term. We would like to thank those shareholders who chose to continue to remain invested with
the Company for their loyalty and faith in our ability to deliver superior returns in the future and we assure
shareholders that we feel we have learnt much from recent volatility both internal and external. We have
made all the comment that we propose to about those who disrupted the management of the Company over
the past year.  To them; farewell and bon voyage.
On behalf of the Investment Manager

Kevin Snowball
22 May 2009
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PricewaterhouseCoopers (Vietnam) Ltd.
4th Floor, Saigon Tower,
29 Le Duan Street, District 1
Ho Chi Minh City, Vietnam
Telephone: (84-8) 3823 0796
Facsimile: (84-8) 3825 1947

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF VIETNAM EMERGING EQUITY FUND LIMITED
We have audited the accompanying financial statements of Vietnam Emerging Equity Fund Limited (“the
Company”), which comprise the balance sheet as at 31 December 2008 and the income statement, statement
of changes in equity and cash flow statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes.
Management’s Responsibility for the Financial Statements
The Board of Directors is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards. This responsibility includes: designing, implementing
and maintaining internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies and making accounting estimates that are reasonable in the circumstances.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit in order to obtain reasonable assurance as to whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including an assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made
by the Board of Directors, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion
In our opinion, the financial statements give a true and fair view of the financial position of the Company as at
31 December 2008, and of its financial performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Ian S. Lydall
Authorised signatory
PricewaterhouseCoopers (Vietnam) Limited
Ho Chi Minh City, SR Vietnam
Audit report number HCM2273
22 May 2009
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BALANCE SHEET

As at 31 December
Note

2008

2007

US$

US$

Assets
Financial assets at fair value through profit or loss

5

23,399,479

96,712,520

Receivables and prepayments

6

115,403

209,317

Cash and cash equivalents

7

366,203

255,733

23,881,085

97,177,570

148,313

7,317,819

148,313

7,317,819

23,732,772

89,859,751

Total assets

Liabilities
Accrued fees and other payables

8

Total liabilities

Net assets

Equity

Capital and reserves attributable to equity
holders of the Company
Ordinary shares

9

383,188

383,188

Share premium

9

45,649,918

45,649,918

(3,121,073)

(112,640)

Accumulated (losses)/profits

(19,179,261)

43,939,285

Total equity

23,732,772

89,859,751

3.097

11.725

Cumulative translation reserve

Net asset value per share (US$ per share)

10

The notes on pages 12 to 32 are an integral part of these financial statements
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INCOME STATEMENT

Year ended 31 December
Note

Interest income
Dividend income
Net (losses)/gains on financial assets at fair value
through profit or loss

5

Net investment (loss)/income

2008

2007

US$

US$

3,847

132,595

1,747,250

886,108

(63,410,124)

22,040,385

(61,659,027)

23,059,088

Management fee

11

946,906

1,825,286

Performance fee

11

-

3,025,743

Custodian, administration and secretarial fee

12

84,215

175,792

23,058

63,487

418

50,274

240,256

-

164,666

49,798

1,459,519

5,190,380

(63,118,546)

17,868,708

-

-

(63,118,546)

17,868,708

(8.236)

2.332

Securities expenses
Directors’ fees

11

Foreign exchange loss - net
Other operating expenses - net

13

Total operating expenses

(Loss)/profit before tax

Income tax expense

2.7

Net (loss)/profit for the year

(Loss)/earnings per share – basic and diluted
(US$ per share)

10

The notes on pages 12 to 32 are an integral part of these financial statements
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STATEMENT OF CHANGES IN EQUITY

Ordinary
shares

Share
premium

Cumulative
translation
reserves

Accumulated
(losses)/profits

Total

US$

US$

US$

US$

US$

383,188

45,649,918

(32,009)

26,070,577

72,071,674

Net profit for the year

-

-

-

17,868,708

17,868,708

Currency translation differences

-

-

(80,631)

-

(80,631)

Balance at 1 January 2008

383,188

45,649,918

(112,640)

43,939,285

89,859,751

Net loss for the year

-

-

-

(63,118,546)

(63,118,546)

Currency translation differences

-

-

(3,008,433)

-

(3,008,433)

383,188

45,649,918

(3,121,073)

(19,179,261)

23,732,772

Balance at 1 January 2007

Balance at 31 December 2008

The notes on pages 12 to 32 are an integral part of these financial statements
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CASH FLOW STATEMENT

Year ended 31 December
2008

2007

US$

US$

(2,891,744)

(26,855,876)

Proceeds from sale of financial assets

7,701,026

28,808,172

Dividends received

1,696,396

971,230

3,847

133,084

Collection of deposits for purchases of securities

-

46,593

Deposits for purchases of securities

-

(149,753)

(6,401,503)

(5,863,446)

2,448

-

Net cash generated from/(used in) operating activities

110,470

(2,909,996)

Increase/(decrease) in cash and cash equivalents

110,470

(2,909,996)

255,733

3,165,729

366,203

255,733

Cash flows from operating activities
Purchases of financial assets

Interest received

Operating expenses paid
Other income received

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year (Note 7)

The notes on pages 12 to 32 are an integral part of these financial statements
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NOTES TO THE FINANCIAL STATEMENTS
1. GENERAL INFORMATION
Vietnam Emerging Equity Fund Limited (“the Company”) is a closed-end investment company incorporated
in the Cayman Islands on 25 July 2005 under the Companies Law, Cap. 22 (Revised) as an exempted company
with limited liability. Its Certificate of Incorporation number is CD-152440.
The Company’s shares (“the Shares”) were previously listed on the Irish Stock Exchange (“ISE”). On 19
December 2008 the Board of Directors of the Company applied to the ISE to remove the Shares from the
Official List and from trading on the Main Market of the ISE. The ISE agreed to delist the Shares with effect
from 22 December 2008.
See Note 14 to these financial statements for a description of subsequent events that will result in the
redemption of 5,531,347 shares of the Company in 2009.
The address of the Company’s registered office is:
CARD Corporate Services Ltd.
4th Floor, Zephyr House, 122 Mary Street
PO Box 709 GT, George Town
Grand Cayman, Cayman Islands
British West Indies
The principal activity of the Company is investment holding with an objective to seek long-term capital
appreciation of its assets by investing in a portfolio of the equity securities of listed or prelisting Vietnamese
companies, whether established with domestic or foreign ownership. The Company may also invest up to
30% of its assets at the time of investment in the shares of overseas listed companies.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of these financial statements are set out below.
2.1 Basis of preparation
The financial statements of Vietnam Emerging Equity Fund Limited have been prepared in accordance with
International Financial Reporting Standards (“IFRS”). The financial statements have been prepared under the
historical cost convention, as modified by the revaluation of financial assets at fair value through profit or loss.
a. Amendments and interpretations to Standards effective in 2008 but not relevant to the Company
IAS 39 (Amendment), Financial Instruments: Recognition and Measurement and IFRS 7 (Amendment),
Financial Instruments: Disclosures - Reclassification of Financial Assets permits the Company to reclassify nonderivative financial assets (other than those designated at fair value through profit or loss by the Company
upon initial recognition) out of the fair value through profit or loss category in particular circumstances.
The amendment also permits the Company to transfer from the available-for-sale category to the loans and
receivables category a financial asset that would have met the definition of loans and receivables (if the
financial asset had not been designated as available for sale), if the Company has the intention and ability
to hold that financial asset for the foreseeable future. The amendments are effective for reclassification of
financial assets made on or after 1 July 2008. The investment securities held by the Company are designated
as at fair value through profit or loss under the fair value option, and therefore are not eligible for the above
reclassification, and the Company does not have any financial assets in the available-for-sale category.
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.1 Basis of preparation (continued)
a. Amendments and interpretations to Standards effective in 2008 but not relevant to the Company
(continued)
Interpretations to standards that are mandatory for accounting periods beginning on or after 1 January
2008 but are not relevant to the Company’s operations are as follows:
• IFRIC 11, IFRS 2 – Group and Treasury Share Transactions;
• IFRIC 12, Service Concession Arrangements; and
• IFRIC 14, IAS 19 The Limit on a Defined Benefit Asset, Minimum Funding Requirements.
b. Amendments that have not been early adopted by the Company
IAS 1 (Revised), Presentation of Financial Statements, which is effective for financial statements for periods
beginning on or after 1 January 2009, introduces the term total comprehensive income, which represents
changes in equity during a period other than those changes resulting from transactions with owners in
their capacity as owners. Total comprehensive income may be presented in either a single statement of
comprehensive income (effectively combining both the statement of income and all non-owner changes
in equity in a single statement), or in a statement of income and a separate statement of comprehensive
income. It is likely that the Company will present a single statement of comprehensive income. This is not
expected to significantly change the presentation of the Company’s performance statement.
IFRS 7 (Amendment), Financial Instruments: Disclosures, is effective for financial statements for periods
beginning on or after 1 January 2009. The amendments introduce a three-level hierarchy for fair value
measurement disclosures and require entities to provide additional disclosures about the relative reliability
of fair value measurements. In addition, the amendments clarify and enhance the existing requirements
for the disclosure of liquidity risk. The main impact on the financial statements of the Company will be
additional disclosures required on the fair value measurements for any investments in prelisting companies
that the Company is holding as at 31 December 2009 and onwards.
c. Standards, amendments and interpretations to existing Standards that are not yet effective and
not relevant for the Company’s operations
•
•
•
•

•
•
•
•
•
•

IAS 1 (Amendment), Presentation of Financial Statements (effective from 1 January 2009);
IAS 23 (Revised), Borrowing Costs (effective from 1 January 2009);
IAS 27 (Revised), Consolidated and Separate Financial Statements (effective from 1 July 2009);
IAS 32 (Amendment), Financial Instruments: Presentation and IAS 1 (Amendment), Presentation of
Financial Statements – Puttable Financial Instruments and Obligations Arising on Liquidation (effective
from 1 January 2009);
IAS 39 (Amendment), Financial Instruments: Recognition and Measurement (effective from 1 January 2009);
IFRS 1 (Amendment), First Time Adoption of IFRS; and IAS 27 (Amendment), Consolidated and
Separate Financial Statements (effective from 1 January 2009);
IFRS 2 (Amendment), Share–based Payment - Vesting Conditions and Cancellations (effective from 1 July 2009);
IFRS 3 (Revised), Business Combinations (effective from 1 July 2009);
IFRS 8, Operating Segments (effective from 1 January 2009);
IFRIC 13, Customer Loyalty Programmes (effective from 1 July 2008);
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NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.1 Basis of preparation (continued)
c. Standards, amendments and interpretations to existing Standards that are not yet effective and
not relevant for the Company’s operations (continued)
•
•
•
•

IFRIC 15, Agreements for Construction of Real Estates (effective from 1 January 2009);
IFRIC 16, Hedges of a Net Investment in a Foreign Operation (effective from 1 October 2008);
IFRIC 17, Distributions of Non-cash Assets to Owners (effective from 1 July 2009); and
IFRIC 18, Transfers of Assets from Customers (effective from 1 July 2009).

There are other amendments to standards as part of the IASB’s annual improvements project published in
May 2008 that are not noted above. These amendments to the following standards are all effective from
1 January 2009 and are unlikely to have an impact on the Company’s financial statements: IFRS 5 NonCurrent Assets Held for Sale and Discontinued Operations (and consequential amendment to IFRS 1 First
Time Adoption); IFRS 7 Financial Instruments: Disclosures; IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors; IAS 10 Events after the Reporting Period; IAS 16 Property, Plant and Equipment (and
consequential amendment to IAS 7 Statement of Cash Flows); IAS 18 Revenue; IAS 19 Employee Benefits;
IAS 20 Accounting for Government Grants and Disclosure of Government Assistance; IAS 23 Borrowing
Costs; IAS 27 Consolidated and Separate Financial Statements; IAS 28 Investments in Associates (and
consequential amendments to IAS 32 Financial Instruments: Presentation and IFRS 7 Financial Instruments:
Disclosures); IAS 29 Financial Reporting in Hyperinflationary Countries; IAS 31 Interests in Joint Ventures (and
consequential amendments to IAS 32 Financial Instruments: Presentation and IFRS 7 Financial Instruments:
Disclosures); IAS 34 Interim Financial Reporting; IAS 36 Impairment of Assets; IAS 38 Intangible Assets; IAS
40 Investment Property (and consequential amendments to IAS 16 Property, Plant and Equipment); and IAS
41 Agriculture.
2.2 Foreign currency translation
a. Functional and presentation currency
Items included in the financial statements of the Company are measured using the currency of the primary
economic environment in which the Company operates (“the functional currency”). The functional currency
of the Company is the Vietnamese Dong (“VND”), which reflects the Company’s primary activity of investing
in equity securities of listed or prelisting Vietnamese companies. The majority of the Company’s investments
are originally made in VND denominated securities and will be liquidated and realised in VND.
The Company has adopted the United States Dollar (“US$”) as its presentation currency, as its shareholders
are mostly based outside SR Vietnam and the US$ is a more widely used and recognised currency than the
VND. The shareholders’ investments in the Company are made in US$ and the Company’s net income will
be distributed to the shareholders in US$. The Company’s results and financial position are translated from
its functional currency to its presentation currency as follows:
(i)
(ii)
(iii)
(iv)

Assets and liabilities are translated at the closing rate at the balance sheet date.
Income and expenses are translated using the exchange rate at the transaction date.
Capital transactions (eg share capital issuance) are translated using the exchange rate at the transaction date.
All exchange differences arising on translation are recognised as a separate component of equity.

VIETNAM EMERGING EQUITY FUND LIMITED ANNUAL REPORT 2008

14

Vietnam Emerging Equity Fund Limited

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.2 Foreign currency translation (continued)
b. Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement
of such transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the income statement. Translation differences on nonmonetary financial assets and liabilities such as equities at fair value through profit or loss are recognised in
the income statement within the fair value net gain or loss.
2.3 Financial assets at fair value through profit or loss
a. Classification
The Company classifies its investments in equity securities as financial assets at fair value through profit or
loss. These financial assets are classified as held for trading or designated by the Board of Directors at fair
value through profit or loss at inception.
Financial assets or financial liabilities held for trading are those acquired or incurred principally for the
purposes of selling or repurchasing in the short term.
Financial assets designated at fair value through profit or loss at inception are those that are managed
and their performance evaluated on a fair value basis in accordance with the Company’s documented
investment strategy. The Company’s policy is for the Investment Manager and the Board of Directors to
evaluate the information about these financial assets on a fair value basis together with other related
financial information.
b. Recognition/derecognition
Regular-way purchases and sales of investments are recognised on the trade date - the date on which the
Company commits to purchase or sell the investment. Investments are derecognised when the rights to
receive cash flows from the investments have expired or the Company has transferred substantially all risks
and rewards of ownership.
c. Measurement
Financial assets at fair value through profit or loss are initially recognised at fair value. Transaction costs
are expensed in the income statement. Subsequent to initial recognition, all financial assets at fair value
through profit or loss are measured at fair value. Gains and losses arising from changes in the fair value
of the ‘financial assets at fair value through profit or loss’ category are presented in the income statement
in the period in which they arise. Interest income from financial assets at fair value through profit or loss
is recognised in the income statement within interest income using the effective interest rate method.
Dividend income from financial assets at fair value through profit or loss is recognised in the income
statement within dividend income when the Company’s right to receive payments is established.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.3 Financial assets at fair value through profit or loss (continued)
d. Fair value estimation
Fair value of listed equity securities is based on their last traded prices at the last official close of the Ho
Chi Minh Stock Exchange or Hanoi Securities Trading Centre (“the Exchanges”) or other relevant stock
exchange on the relevant valuation day.
The fair value of financial instruments that are not traded in an active market is determined by using
valuation techniques. The Company uses a variety of methods and makes assumptions that are based on
market conditions existing at the balance sheet date. Valuation techniques include the use of comparable
recent arm’s length transactions, earnings multiples, discounted cash flow analysis, and other valuation
techniques commonly used by market participants.
2.4 Cash and cash equivalents
Cash and cash equivalents includes cash on hand, deposits held at call with banks and other short-term
investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts, if any,
are shown within borrowing in current liabilities on balance sheet.
2.5 Interest income and dividend income
Interest income is recognised on a time-proportionate basis using the effective interest rate method.
Dividend income is recognised when the Company’s right to receive payment is established.
2.6 Dividend distribution
Dividend distribution to the Company’s shareholders is recognised as a liability in the Company’s financial
statements in the period in which the dividends are ratified by the Annual General Meeting.
2.7 Taxation
Under current Cayman Islands law, no tax will be charged in the Cayman Islands on profits or gains of the
Company, and dividends of the Company will be payable to the shareholders resident in or outside the
Cayman Islands without deduction of tax. No stamp duty is levied in the Cayman Islands on the transfer or
redemption of shares in the Company. An annual registration fee will be payable by the Company in the
Cayman Islands which will be calculated by reference to the nominal amount of the Company’s authorised
share capital. On the basis of the current rate that fee will be approximately US$805 per annum.
Under Vietnamese law effective until 31 December 2008, according to Circular 134/2007/TT-BTC dated 23
November 2007, Circular 100/2004/TT-BTC dated 20 October 2004 and Circular 72/2006/TT-BTC dated 10
August 2006, the Company is subject to 0.1% of the sales price when it sells all or part of its investments
in domestic listed and unlisted Vietnamese companies. Net gains from the disposal of investments in nonjoint stock companies are subject to 28% income tax.

VIETNAM EMERGING EQUITY FUND LIMITED ANNUAL REPORT 2008

16

Vietnam Emerging Equity Fund Limited

NOTES TO THE FINANCIAL STATEMENTS
(CONTINUED)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2.7 Taxation (continued)
Under new Vietnamese law effective from 1 January 2009, according to Circular 130/2008/TT-BTC dated 26
December 2008 and Circular 134/2008/TT-BTC dated 31 December 2008, the Company should continue to be
subject to 0.1% of the sales price when it sells all or part of its investments in domestic listed and unlisted
Vietnamese companies. Net gains from the disposal of investments in non-joint stock companies are subject
to 25% income tax.
Interest received by the Company from cash deposits at domestic banks registered in the SR Vietnam is subject
to withholding tax of 10%. The Company is not liable for Vietnamese taxes on its income derived from outside
the SR Vietnam and capital gains derived from sale or other disposal of its non-Vietnamese investments.
2.8 Related parties
Related parties include any entities and individuals owning, directly or indirectly, an interest in the voting
power of the Company that gives them control or significant influence over the Company. The Company’s
Investment Manager, key management personnel of the Company and its Investment Manager, including
directors and officers and close members of the family of these individuals and companies associated with
these individuals, also constitute related parties. In considering each possible related party relationship,
attention is directed to the substance of the relationship, and not merely the legal form.
3. ESTIMATES AND JUDGEMENTS
The preparation of financial statements in accordance with International Financial Reporting Standards
requires management to make judgments, estimates and assumptions that affect the application of policies
and amounts reported in the financial statements and accompanying notes.
Actual results could differ from these estimates. The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate
is revised and in any future period affected.
The key areas of estimation and critical judgments in applying accounting policies that have significant
effect on the amounts recognised in the financial statements are noted below:
Fair value of prelisting equity securities
The fair value of equity securities that are not traded in an active market is determined by using valuation
techniques. Management uses its judgement to select suitable valuation methodologies and makes
assumptions that are mainly based on market conditions existing at each balance sheet date. The main
method used for the valuation of the prelisting holdings of the Company as at 31 December 2008 is
an average of the valuation results from earnings multiples and discounted cash flow analysis with the
application of an appropriate marketability discount.
As at 31 December 2008, the fair value of the eight prelisting equity securities that are held by the Company
is US$4,100,813 (31 December 2007: 10 holdings with fair value of US$9,458,652). This represents a decrease
in fair value of the eight holdings for the year ended 31 December 2008 of US$3,128,880 (price decrease of
US$2,751,960 and foreign exchange difference on translation to presentation currency of US$376,920).
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Fair value of prelisting equity securities (continued)
The discount rates used in the discounted cash flow analysis as at 31 December 2008 were in a range
from 13.8% to 16.0%. The marketability discounts applied were 25% on seven equity securities and no
marketability discount on one security that is regularly traded on the “over-the-counter” market and is
scheduled to list in the first half of 2009. If the discount rates applied in the discounted cash flow analysis
as at 31 December 2008 had been 2% higher than the rates used, there would have been a further decrease
in fair value of US$293,815.
Functional currency
Management considers the VND the currency that most faithfully represents the economic effect of the
underlying transactions, events and conditions. The Company’s primary activity is to invest in equity
securities of listed or prelisting Vietnamese companies. The majority of the Company’s investments are
originally made in VND denominated securities and will be liquidated and realised in VND.
4. FINANCIAL RISK MANAGEMENT
The Company is exposed to certain special risks as well as normal investment risks. All securities investments
present a risk of loss of capital. The Board of Directors believes that the Company’s investment policy will
moderate this risk through a careful selection of securities. The Company is exposed to market price risk,
interest rate risk, credit risk, liquidity and emerging market risk, and currency risk. The risk management
policies employed by the Company to manage these risks are discussed below.
4.1 Market price risk
Market price risk is the risk that the value of a financial asset will fluctuate as a result of changes in market
prices, whether or not those changes are caused by factors specific to the individual asset or factors affecting
all assets in the market. The Company is exposed to market price risk on all of its investments. In the case
of its investments in listed companies, such market price risk relates to the Hanoi Securities Trading Centre
and Ho Chi Minh Stock Exchange and to other exchanges, if any, where such investments are listed.
The Company’s Investment Manager, PXP Vietnam Asset Management Limited, provides a continuous
investment programme for the Company’s assets, including seeking suitable investments for the Company,
advises and supports in relation to the development of investments held by the Company, determining the
appropriate time for the disposal of its investments, and the provision of investment research and advice
with respect to all securities and investments and cash equivalents comprised in the Company’s assets.
The performance of investments held by the Company is monitored closely by the Investment Manager.
In monitoring the investments, the Investment Manager reviews all relevant financial statements and
maintains contact to the extent possible with the Board and Management of the investee companies.
Investments in prelisting companies are restricted to no more than 60 per cent of the Company’s assets at
the time of investment. The Company may invest up to 30 per cent of its assets in overseas listed companies
which have capitalisation or net asset value in excess of US$100 million at the time of the investment.
The Company invests across a range of industries. The current intention is to invest no more than 40 per
cent of the Company’s assets at the time of investment in any one sector.
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4. FINANCIAL RISK MANAGEMENT (CONTINUED)
4.1 Market price risk (continued)
Sensitivity analysis
Since most of the Company’s investments are listed on either the Hanoi Securities Trading Centre or Ho Chi Minh
Stock Exchange, the value of the Company’s portfolio may change due to movements in the Viet Nam Index
(“VNI”). As at 31 December 2008, had the VNI risen by 30%, with all other variables held constant, it is estimated
that net result and net assets would have increased by US$7,020,000 (31 December 2007: US$25,705,000). A 30%
drop of the VNI would have resulted in an equal but opposite effect on net result and net assets.
4.2 Interest rate risk
Interest rate risk is the risk that the value of interest-bearing assets will fluctuate in value as a result of
changes in interest rates.
The majority of the Company’s financial assets are non-interest bearing. As a result, the Company is not
subject to a significant amount of risk due to fluctuations in the prevailing level of market interest rates.
4.3 Credit risk
To the extent that the Company is exposed to the credit of a counterparty on an unsecured basis, it generally
will not have a priority claim to any of the counterparty’s assets upon a default. If the counterparty has
secured creditors, the secured creditors will be entitled to repayment from the counterparty’s assets in
priority to the Company. Moreover, the Company may have to share the residual value of a defaulting
counterparty’s assets with other unsecured creditors. Consequently, there can be no assurance that the
Company would recover any of the amounts owed to the Company by a defaulting counterparty.
All transactions in listed securities are settled upon delivery using approved brokers. The risk of default
is considered minimal, as delivery of securities sold is only made once the broker has received payment.
Payment is made on a purchase once the securities have been received by the broker. The trade will fail if
either party fails to meet their obligation.
The bank accounts of the Company are held at one bank in Hong Kong that has a Standard & Poor’s rating of AA
as at March 2009 and in the Vietnam subsidiary of the same bank which does not have a separate credit rating.
The maximum exposure to credit risk at 31 December is the carrying amount of the financial assets as set out below.
As at 31 December
2008

2007

US$

US$

Dividends receivable

110,418

59,564

Cash and cash equivalents

366,203

255,733

476,621

315,297

Total
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4. FINANCIAL RISK MANAGEMENT (CONTINUED)
4.4 Liquidity risk and emerging market risk
The Company is permitted to borrow money and to grant security over its assets. However, the Articles
of Incorporation limit such borrowings to 25% of the latest available net asset value of the Company at
the time of the borrowing, unless the shareholders in general meeting otherwise determine by ordinary
resolution. No such borrowings have arisen during the year.
It may be considerably more difficult for the Company to exit its investments than it is for investors in more
developed geographical regions. The Ho Chi Minh Stock Exchange and Hanoi Securities Trading Centre
only commenced operations in July 2000 and August 2005, respectively, and may be more regulated than
other regional stock exchanges, and may continue to exhibit limited liquidity. The Company may also invest
in overseas listed companies in stock markets in countries outside Vietnam where there is equally lack of
liquidity.
The Company will endeavour to realise investments in prelisting companies through listings on the Exchanges.
However, relatively few companies have listed shares on the Exchanges and there is no guarantee that the
Exchanges will provide liquidity for the Company’s investments in prelisting companies.
The value of the Company’s assets may be adversely affected by changes in government, government
personnel or government policies, which may include, among other things, changes in economic policy,
taxation, investment regulations, securities regulations and foreign currency conversion or repatriation.
While Vietnam has implemented many reforms which have improved the overall framework for investors
and companies in which they invest, there is no guarantee that reform will continue or that it will continue
at any particular pace.
Vietnamese accounting, auditing and financial reporting standards, practices and disclosure requirements
differ from those in more developed countries. Less information may therefore be available to the Company
than in respect of investments in more developed countries. However, the Company intends to make
investments in prelisting companies and overseas listed companies on the basis of financial statements
audited by a major international firm of accountants, and listed companies are all required to have audited
financial statements. In addition, the Investment Manager encourages the management of investee
companies to adopt international accounting standards and practices in order to improve the standing of
their companies in the view of international investors.
The Company is not exposed to daily cash redemption as shareholders have no right to require their shares
to be redeemed by the Company.
The table below analyses the Company’s financial liabilities into relevant maturity groupings based on the
remaining period at the balance sheet date to the contractual maturity date. The amounts in the table are
the contractual undiscounted cash flows.
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4.4 Liquidity risk and emerging market risk (continued)
As at 31 December 2008

Less than one
month

One month
to 12 months

No stated
maturity

US$

US$

US$

46,210

-

-

Trustee and administration fees payable

2,070

-

-

Secretarial service fees payable

2,659

-

-

69,906

24,200

-

3,268

-

-

124,113

24,200

-

Less than one
month

One month
to 12 months

No stated
maturity

US$

US$

US$

2,088,794

-

-

Accrued performance fees

-

5,025,744

-

Accrued directors’ fees

-

-

70,082

64,783

-

-

2,162

-

-

Legal and professional fees payable

12,500

20,000

-

Other payables and accruals

28,459

-

5,295

2,196,698

5,045,744

75,377

Management fee payable

Legal and professional fees payable
Other payables and accruals

Contractual cash out flows

As at 31 December 2007

Unsettled investment purchase

Trustee and administration fees payable
Secretarial service fees payable

Contractual cash out flows
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4.5 Currency risk
The net asset value per share is expressed in US$ and will fluctuate in accordance with, among other things,
changes in the foreign exchange rate between the US$ and the VND. Shareholders’ investments in the
Company are made in US$, and the Company converts such US$ into VND or other currencies prior to
making investments. It will have to convert VND or such other currencies back to US$ prior to distribution
of any income and realisation proceeds from such investments.
There can be no assurance that fluctuations in exchange rates will not have an adverse effect on (a) the
net asset value, or (b) the distributions received by shareholders in US$ after conversion of the income and
realisation proceeds from the Company’s non-dollar-denominated investments.
The Company may seek to hedge against a decline in the value of the Company’s investments resulting from
currency depreciation but only if and when suitable hedging instruments are available on a timely basis
and on acceptable terms. There is no assurance that any hedging transactions engaged in by the Company
will be successful in protecting against currency depreciation. The Company has no outstanding hedging
instrument as at 31 December 2008.
A majority of the Company’s investments are denominated in VND and pay dividends in VND. The Company
will need to convert VND to US$ to make distributions to shareholders, but the VND currently is not a freely
convertible currency. The Vietnamese Government does not guarantee that hard currency will be made
available to the Company or that the Company will receive any priority if there is any shortage of hard
currency.
With respect to sales of investments in prelisting companies, the Prime Minister’s Decision No. 36/2003/
QD-TTg provides that foreign investors can convert income and realisation proceeds into hard currency and
remit them overseas upon the fulfilment of all tax obligations in accordance with Vietnamese law. However,
in the absence of any regulations implementing the provisions of Decision No. 36, especially regulations in
respect of the requirements to demonstrate the fulfilment of all tax obligations, the mechanics of conversion
will depend on the State Bank of Vietnam’s regulations. For investments in prelisting companies, relevant
regulations are either not yet in existence or are currently not clear.
Until the State Bank of Vietnam issues clear procedures for conversion of VND into foreign currencies by an
offshore investment fund, it is possible that the Company may have difficulty accomplishing such conversion.
This may include the need to obtain special approval, and such approval may not be received quickly or at
all. Any delay in conversion increases the Company’s exposure to depreciation of the VND against other
currencies. If conversion is not effected at all, some of the Company’s assets may be denominated in a nonconvertible currency.
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4.5 Currency risk (continued)
The table below summarises the Company’s exposure to currency risk.
As at 31 December 2008
Amounts
denominated
in VND

Amounts
denominated
in US$

Amounts
denominated
in other
currencies

Total

US$

US$

US$

US$

23,224,847

-

174,632

23,399,479

Receivables and prepayments

110,418

4,985

-

115,403

Cash and cash equivalents

318,858

47,345

-

366,203

23,654,123

52,330

174,632

23,881,085

Accrued fees and other payables

-

148,313

-

148,313

Total liabilities

-

148,313

-

148,313

23,654,123

(95,983)

174,632

23,732,772

Assets
Financial assets at fair value

Total assets

Liabilities

Net assets/(liabilities)
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4.5 Currency risk (continued)
As at 31 December 2007
Amounts
denominated
in VND

Amounts
denominated
in US$

Amounts
denominated
in other
currencies

Total

US$

US$

US$

US$

95,143,184

-

1,569,336

96,712,520

Receivables and prepayments

209,317

-

-

209,317

Cash and cash equivalents

251,513

4,220

-

255,733

95,604,014

4,220

1,569,336

97,177,570

2,091,324

5,223,572

2,923

7,317,819

2,091,324

5,223,572

2,923

7,317,819

93,512,690

(5,219,352)

1,566,413

89,859,751

Assets
Financial assets at fair value

Total assets

Liabilities
Accrued fees and other payables

Total liabilities

Net assets/(liabilities)

The year-end exchange rates were:
As at 31 December
2008

2007

US$

US$

Hong Kong Dollar/US$

7.75000

7.80005

Singapore Dollar/US$

1.43715

1.44420

17,451.09

16,016.54

Vietnamese Dong/US$
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4.5 Currency risk (continued)
Sensitivity analysis
The majority of the Company’s investments are denominated in VND while its presentation currency is US$.
The Company also has receivables and a portion of cash and cash equivalents denominated in VND. As at 31
December 2008, had the US$ weakened by 5% in relation to the VND, with all other variables held constant,
net assets would have risen by US$1,183,000 (31 December 2007: US$4,664,000). A 5% strengthening of the
US$ against the VND would have resulted in an equal but opposite effect on net assets.
5. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
Movements in financial assets at fair value through profit and loss in the year:
Year ended 31 December
2008

2007

US$

US$

96,712,520

74,985,409

952,703

28,494,898

Cost/carrying value of sales

(17,387,574)

(21,745,682)

Net unrealised (losses)/gains arising from changes in the
fair values of financial assets

(53,723,575)

14,977,895

Difference arising on translation to presentation currency

(3,154,595)

-

23,399,479

96,712,520

Opening balance
Purchases

Closing balance

All the Company’s financial assets at fair value through profit and loss at the balance sheet dates were
investments in equity securities.
Analysis of equity securities between listed and prelisting status at the balance sheet dates:
As at 31 December

Listed equity securities
Prelisting equity securities

2008

2007

US$

US$

19,298,666

87,253,868

4,100,813

9,458,652

23,399,479

96,712,520
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5. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (CONTINUED)
Analysis of equity securities by country of incorporation at the balance sheet dates:
As at 31 December
2008

2007

US$

US$

SR Vietnam

23,224,847

95,143,184

Hong Kong

27,097

101,188

147,535

1,468,148

23,399,479

96,712,520

Singapore

Analysis of equity securities by industrial sector at the balance sheet dates:
As at 31 December
2008

2007

US$

%

US$

%

1,286,412

5.50

6,060,169

6.27

265,995

1.14

1,322,718

1.37

-

-

352,699

0.36

Financial services

5,124,870

21.90

20,764,258

21.47

Food and beverage

5,246,814

22.42

23,143,395

23.93

Furniture

301,298

1.29

1,445,719

1.49

Garments

527,554

2.25

1,952,333

2.02

Logistics

1,773,735

7.58

7,382,067

7.63

Mining

2,584,828

11.05

3,372,556

3.49

-

-

262,744

0.27

2,276,231

9.73

6,240,352

6.45

957,723

4.09

4,716,889

4.88

2,323,791

9.93

9,740,224

10.07

Technology

147,535

0.63

1,468,148

1.52

Telecoms

582,693

2.49

8,488,249

8.78

23,399,479

100.00

96,712,520

100.00

Agriculture
Construction materials
Energy

Oil and gas
Pharmaceuticals
Plastics
Property
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Net (losses)/gains arising from changes in the fair values of financial assets at fair value through profit and
loss in the year:
Year ended 31 December

Realised (losses)/gains on sales of equity securities
Unrealised (losses)/gains

2008

2007

US$

US$

(9,686,549)

7,062,490

(53,723,575)

14,977,895

(63,410,124)

22,040,385

Net (losses)/gains arising from changes in the fair values of financial assets as presented above is calculated
with reference to the fair values of equity securities held at the start of the year and the costs of equity
securities purchased during the year.
Net realised (losses)/gains on sales of equity securities with reference to the initial costs of the equity
securities is as follows:
Year ended 31 December

Realised (losses)/gains on sales of equity securities

2008

2007

US$

US$

(1,548,484)

13,103,423

6. RECEIVABLES AND PREPAYMENTS
As at 31 December

Deposit for acquisition of securities
Dividends receivable
Prepayments

2008

2007

US$

US$

-

149,753

110,418

59,564

4,985

-

115,403

209,317
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7. CASH AND CASH EQUIVALENTS
As at 31 December
2008

2007

US$

US$

Current account in VND

318,858

251,513

Current account in US$

47,345

4,220

366,203

255,733

8. ACCRUED FEES AND OTHER PAYABLES
As at 31 December
2008

2007

US$

US$

Unsettled investment purchase

-

2,088,794

Accrued performance fees (Note 11)

-

5,025,744

Accrued directors’ fees (Note 11)

-

70,082

46,210

-

Trustee and administration fees payable (Note 12)

2,070

64,783

Secretarial service fees payable (Note 12)

2,659

2,162

94,106

32,500

3,268

33,754

148,313

7,317,819

Management fee payable (Note 11)

Legal and professional fees payable
Other payables and accruals

9. SHARE CAPITAL
Number of
shares

Ordinary
shares

Share
premium

Total

US$

US$

US$

383,188

45,649,918

46,033,106

Balance at 1 January 2007,
31 December 2007 and
31 December 2008

7,663,750
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9. SHARE CAPITAL (CONTINUED)
The Company’s authorised share capital is 10,000,000 ordinary shares with a par value of US$0.05 per share.
7,663,750 shares were issued and fully paid before 1 January 2007.
		
The shares constitute the only class of shares in the Company. All shares have the same rights, whether in
regard to voting, dividend, return of share capital and otherwise. Each issued and fully paid ordinary share
is entitled to dividend when declared and carries one voting right. In a winding-up of the Company, the
shares carry a right to a return of the nominal capital paid-up in respect of such shares, and the right to
share in the surplus assets.
As at 31 December 2008, Citivic Nominees Limited held interest in 81.835% of the Company’s ordinary
shares (31 December 2007: 79.53%).
The Company does not have any externally imposed capital requirements. The Company endeavours to
invest the proceeds from the issue of ordinary shares in appropriate investments. The Company is not
legally bound to accommodate redemption requests by investors in the Company.
See Note 14 for a description of subsequent events that will result in the redemption of 5,531,347 shares
of the Company in 2009.
10. NET ASSET VALUE PER SHARE AND (LOSS)/EARNINGS PER SHARE
As at 31 December

Net asset value (US$)
Number of shares in issue

Net asset value per share (US$ per share)

2008

2007

US$

US$

23,732,772

89,859,751

7,663,650

7,663,650

3.097

11.725

Year ended 31 December

Net (loss)/profit for the year (US$)
Weighted average number of ordinary shares in issue

Basic (loss)/earnings per share (US$ per share)

2008

2007

US$

US$

(63,118,546)

17,868,708

7,663,750

7,663,750

(8.236)

2.332
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10. NET ASSET VALUE PER SHARE AND (LOSS)/EARNINGS PER SHARE (CONTINUED)
The net asset value per share is determined by dividing the net asset value by the number of shares issued
and outstanding at the time and rounding up to three decimal places.
The basic (loss)/earnings per share is calculated by dividing net (loss)/income for the year attributable to
the Company’s shareholders by the weighted average number of ordinary shares in issue during the year.
During the year, the Company did not have dilutive ordinary shares.
There have been no other transactions involving ordinary shares or potential ordinary shares between the
reporting date and the date of completion of these financial statements.
As described in Note 14, there are subsequent events that will result in the redemption of 5,531,347 shares
of the Company in 2009. These redemptions will not have a dilutive impact on the loss per share for the
year ended 31 December 2008.
11. RELATED PARTY TRANSACTIONS
Investment management agreement
The Company is managed by the Investment Manager, PXP Vietnam Asset Management Limited, a company
incorporated with limited liability under the laws of the British Virgin Islands. The Company pays to the
Investment Manager a monthly management fee which is equal to one-twelfth of two per cent of the net
asset value of the Company, is payable monthly in advance and is calculated by reference to the valuation
day at the end of the preceding month. Total management fee for the year amounted to US$946,906
(2007: US$1,825,286) and the outstanding fee payable at 31 December 2008 was US$46,210 (31 December
2007: US$ Nil).
The Company pays to the Investment Manager a performance fee in relation to any financial year if the
Company’s total return at the end of such year exceeds (i) the benchmark and (ii) the high water mark.
Where a performance fee is payable, it will be an amount equal to 20 per cent of the amount by which
the Company’s total return exceeds the higher of the benchmark and the high water mark. No accrual has
been made for performance fee for the year ended 31 December 2008 (31 December 2007: US$3,025,743).
Outstanding performance fee as at 31 December 2008 was US$ Nil (31 December 2007: US$5,025,744).
PXP Vietnam Asset Management Limited, the Investment Manager of the Company holds 95,455 shares in
the Company as at 31 December 2008 (31 December 2007: 95,455 shares).
Directors’ remuneration
The Board of Directors determines the fees payable to each director, subject to a maximum aggregate
amount of US$50,000 per annum being paid to the members of the Board. Total amount of fees paid to
directors in the year ended 31 December 2008 was US$70,500 of which US$20,500 was in respect to services
performed in 2008 and US$50,000 was in respect to services performed in earlier years.
Accrued directors’ fees as at 31 December 2008 was US$ Nil (31 December 2007: US$70,082). The directors in
office from 19 June 2008 onwards have waived the remuneration payable in respect of their appointments
until the completion of share redemptions as described in Note 14.
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11. RELATED PARTY TRANSACTIONS (CONTINUED)
Dr Yvo Gisler, a director, also serves as a legal counsel of Luserve AG in Switzerland. Stanley Chou, a
director, also serves as the Managing Director of Luserve Asia Pacific Limited in Hong Kong. The Luserve
companies are advisory companies which advise investors who own 1,800,000 shares in the Company as at
31 December 2008 (31 December 2007: 1,800,000 shares).
12. CUSTODIAN, ADMINISTRATION AND SECRETARIAL FEES
Custodian services, administration and registrar services
The Company has engaged HSBC Institutional Trust Services (Asia) Limited as custodian, HSBC Trustee
(Cayman) Limited as administrator and registrar, and HSBC Bank (Vietnam) Ltd. as sub-custodian. The
administrator and custodian together receive a fee of 0.08 per cent of the net asset value per annum,
subject to a minimum amount of US$18,000 per annum, which is calculated as at each valuation day and
is payable monthly in arrears. The registrar receives a fee of US$2,000 per annum. The Vietnam subcustodian receives 0.09 per cent per annum of market value for listed securities based on market value at
each valuation day and US$250 per month in total for unlisted securities. The custodian and Vietnam subcustodian also charge certain fees for actual transactions. Total custodian, administration and registrar fees
charged for the year ended 31 December 2008 were US$40,250 (2007: US$83,609). Total sub-custodian fees
charged for the year ended 31 December 2008 were US$42,756 (2007: US$91,178).
Secretarial services
CARD Corporate Services Ltd. provides company secretarial services for, and the registered office of, the
Company. The Secretary receives an annual fee of US$2,350 for providing the Company’s registered office
and also charges certain fees for additional services performed. Total secretarial fees charged for the year
ended 31 December 2008 were US$1,209 (2007: US$1,005).
13. OTHER OPERATING EXPENSES - NET
Year ended 31 December

Legal and professional fees
Government duties, tax
Insurance
Other expenses
Interest on late receipt of share certificates

2008

2007

US$

US$

138,422

25,335

7,686

16,046

19,034

-

1,972

8,417

(2,448)

-

164,666

49,798
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14. SUBSEQUENT EVENTS
At an Extraordinary General Meeting on 17 February 2009, the shareholders of the Company passed:
a) a special resolution to amend the articles of association (“the Articles”) of the Company as follows:
i) to permit the Board of Directors on behalf of the Company to redeem any share in the Company by
agreement with the holder on the terms set out in a circular dated 21 January 2009 (“the Circular”)
issued by the Company and the Investment Manager; and
ii) following the completion in all material respects of the redemptions of shares pursuant to the terms of
the Circular, the existing Directors in office at the date of amendment of the Articles shall vacate the
office of Director and the Investment Manager shall have the right to appoint additional Directors to
the Board by notice in writing to the registered office of the Company; and
b) an ordinary resolution that an offer (“the Offer”) and a right of election (“the Election”) upon the
terms set out in the Circular be approved and the Directors be authorised to implement the Offer in
accordance with its terms.
Under the terms of the Offer, shareholders who wish to do so have the opportunity to redeem their shares
in the Company in return for the shareholder’s proportionate holding in the Company by way of a pro
rata distribution in specie of each individual holding of the Company. Shareholders that decide to elect to
redeem their shares must select a vehicle (“the Vehicle”) into which the consideration will be transferred.
If regulatory approval is not granted for the transfer in specie, the Company will sell the proportionate
portion of its assets to the Vehicles and pay out cash to the electing shareholders.
Following completion of the Elections on 31 March 2009, shareholders representing 5,531,347 shares
(72.2%) of the Company elected to redeem their shares in accordance with the terms of the Offer.
As at the date of approval of these financial statements, the regulatory approvals required for a distribution
in specie have not been obtained.
15. APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved by the Board of Directors on 22 May 2009.

VIETNAM EMERGING EQUITY FUND LIMITED ANNUAL REPORT 2008

32

Vietnam Emerging Equity Fund Limited

DIRECTORY

DIRECTORS OF THE COMPANY
AS AT 31 DECEMBER 2008
Dr Yvo Gisler
Mr Stanley Chou
Mr Stefan Steiner
THE COMPANY

INVESTMENT MANAGER

Vietnam Emerging Equity Fund Limited
CARD Corporate Services Ltd.
4th Floor, Zephyr House, 122 Mary Street
PO Box 709 GT, George Town
Grand Cayman, Cayman Islands
British West Indies

PXP Vietnam Asset Management Limited
PO Box 957

ADMINISTRATOR AND REGISTRAR

ADMINISTRATOR’S AND REGISTRAR’S SERVICE
PROVIDER AND CUSTODIAN TO THE COMPANY

Offshore Incorporations Centre
Road Town
Tortola
British Virgin Islands

HSBC Trustee (Cayman) Limited
P.O. Box 484
2nd Floor, Strathvale House,
North Church, George Town
Grand Cayman, KY1-1106, Cayman Islands
British West Indies

HSBC Institutional Trust Services (Asia) Limited
39th Floor, Dorset House
Taikoo Place
979 Kings Road
Hong Kong

VIETNAM SUB-CUSTODIAN

PLACING AGENT

HSBC Bank (Vietnam) Ltd.
The Metropolitan
235 Dong Khoi Street
District 1, Ho Chi Minh City
Vietnam

PXP Capital Markets Limited
PO Box 957
Offshore Incorporations Centre
Road Town
Tortola
British Virgin Islands

LEGAL ADVISER TO THE COMPANY
Freshfields Bruckhaus Deringer
11th Floor, Saigon Tower
29 Le Duan Street
District 1, Ho Chi Minh City
Vietnam
AUDITOR

LEGAL ADVISER TO THE COMPANY ON CAYMAN
ISLANDS’ LAW
Charles Adams, Ritchie & Duckworth
Attorneys-at-Law
PO Box 709GT
Grand Cayman
Cayman Islands
British West Indies

PricewaterhouseCoopers (Vietnam) Ltd
4th Floor, Saigon Tower
29 Le Duan Street
District 1, Ho Chi Minh City
Vietnam

VIETNAM EMERGING EQUITY FUND LIMITED ANNUAL REPORT 2008

33

