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VND to remain supported despite RMB move

RMB depreciation remains a key risk to the VND, but we don’t expect a rout

Matthew Smith, CFA
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+84 28 3622 6868
matthew.smith@yuanta.com.vn

RMB depreciation remains the key risk to the Viethamese Dong. As noted in our
long-form strategy report “Whither the VND?" (June 7), we view sharp depreciation of

the RMB as a key risk to the Vietnamese Dong amidst broadly supportive endogenous
macro conditions. With the RMB crossing the perceived line-in-the-sand of 7 to the USD,
it is possible that our 2% YoY depreciation assumption for the VND could be subject to
moderate downside risk. However, the VND has been notably stable during most recent
periods of RMB weakness, and we do not believe a currency rout is a likely scenario here.

The VND has held up well during most recent

periods of RMB depreciation.

Themes and catalysts Risks

Jan-March Dec 2014- August- Dec 2015~ May-July
2014 Jan 2015 Sept 2015 lan 2016 2016
15% 0.94%

0.25%

0.5% 0.03%

30% |-2.46% -2.50%
L -272%
35% -2.94%

ERMB mVND

May-June

-1.71%

0.0% - I —

-0.5% .05% [ ]
-1.0%

-15%

-2.0%

-1.74%
-2.5%
-2.31

e Strong fundamentals: persistent o
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Our 2% annual depreciation
assumption is moderate;
reality may be more dramatic.
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Sharp depreciation of the RMB
is possible, but we think the VND

) e Our macro team indicates
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VND overvaluation of
e US reaction to a sharp VND around 10%.
depreciation is another reason

for relative FX stability in Vietnam.

Regional currencies in May 2019

T 25%
-

CNY MYR MMK VND PHP INR BDT IDR LKR THB

Source: Bloomberg

VND may be c. 10% overvalued

50
l%'Relati\.rel\«r volatile Relatively stable,
undervalued undervalued
30%
TUR
10% R R D
Z MEx P @rus @
= =TT
-10% E @ = ‘aw @ e
= VND DR CNY
30% ;
Relatively volatile, Relatively stable,
sy Overvalued owvervalued
10 -05 0.0 o5 10 15 20
Balance of payments volatility

Source: Yuanta Investment Consulting

Endogenous support persists for the VND given strong FDI and portfolio inflows,
relatively low inflation, reasonable interest rate differentials, adequate FX reserves, and
our expectation for current account stability (vs a volatile history). For details, please see
our June note linked above.

RMB is the key risk to the VND, in our view, but the currencies do not move in lock-
step. During six periods of RMB weakness since 2014, the VND has typically been flat or
even increased vs. the USD. This time is not likely to be different given the politically
charged global environment and Vietnam's position on the US' currency manipulator
watchlist. We continue to expect 2% annual VND depreciation (vs the YTD fall of -0.42%).

Sharp RMB depreciation is not our base case. The RMB's fall to below 7 could drive
expectations of further depreciation. But China also faces food price inflation, banking
system troubles, and the potential for renewed capital flight. We believe that more rapid
easing by a compliant Fed is more likely than a sharp RMB depreciation in 2H19. This
should at least ease pressure on emerging market currencies such as the VND, and
potentially reduce market volatility as well.

We retain our cautious market view. Although the market is likely to rebound today
(August 7), global conditions are likely to remain especially choppy for the short term.
Thus, despite Vietnam’s position as a key FDI winner, we think the market will remain
under pressure for at least the next few weeks. Therefore, we advise waiting for a better
entry opportunity to emerge, perhaps in September. Our top picks remain VHM in
property, a barbell approach in the banks (VCB and STB), and PVD among the small caps.
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Yuanta Vietnam Coverage Universe
Market 3-month Current  Target Up 2019E
Stock cap ADT Yuanta price price (down) Dividend 12-m
Sector Company code (USDm) (USDm) Rating (VND) (VND) side yield TSR*
Banks BIDV BID VN 5,174 1.6 BUY 35,200 38,713 10% 2.5% 12%
MB Bank MBB VN 1,940 2.6 BUY 21,350 29,889 40% 3.3% 43%
Sacombank STB VN 810 1.6 BUY 10,450 14,101 35% 0.4% 35%
Vietcombank VCB VN 12,167 2.4 BUY 76,300 75,275 -1% 1.2% 0%
Brokers HCM City Securities HCM VN 263 0.5 BUY 20,000 36,219 81% 4.6% 86%
Saigon Securities SSI'VN 474 1.4 HOLD 21,650 26,125 21% 4.7% 25%
Viet Capital Securities VCI VN 229 0.1 BUY 32,700 43,850 34% 3.8% 38%
VNDirect Securities VND VN 132 0.2 BUY 14,700 21,029 43% 4.6% 48%
Consumer Masan Group MSN VN 3,769 1.5 BUY 75,000 93,035 24% 2.0% 26%
Phu Nhuan Jewelry PNJ VN 802 1.8 BUY 83,800 118,489 41% 2.4% 44%
Digiworld DGW VN 39 0.5 BUY 21,700 31,574 46% 5.4% 51%
Oil & GAS PV Drilling PVD VN 281 2.7 BUY 15,500 24,535 58% 3.2% 62%
Property Nam Long NLG VN 299 1.2 BUY 30,400 32,000 5% 1.6% 7%
Vinhomes VHM VN 12,025 3.2 BUY 83,500 94,862 14% 1.2% 15%

*Note: TSR = Total shareholder return over the next 12 months inclusive of expected share price change and dividends.
Pricing data as of close on August 6, 2019.
Source: Bloomberg, Yuanta Vietnam

Yuanta Universe: Valuations and ratings

Stock PER (x) PEG (x) PBV (x) ROE (%) ROA (%)
Sector  Code 2018P  2019F  2020F) 2018P  2019F  2020F| 2018P  2019F  2020F| 2018P  2019F  2020F 2018P  2019F  2020F
Banks  BID VN 21.7 18.2 13.0 2.6 0.9 0.3 2.2 1.8 1.7 10.7 10.8 13.5 0.44 0.51 0.67
MBB VN 7.5 5.7 4.6 0.1 0.2 0.2 13 1.1 0.9 19.2 21.2 21.6 1.81 2.05 2.19
STB VN 13.4 11.4 9.1 0.3 0.7 0.4 0.8 0.7 0.7 5.9 6.5 7.6 0.36 0.39 0.45
VCB VN 213 18.4 15.3 0.3 1.2 0.7 4.4 3.5 3.0 225 213 213 1.22 1.31 1.41
Brokers HCM VN 7.5 9.0 6.1 0.3 3.5 0.1 1.7 2.5 2.1 23.1 19.9 25.4 10.02 1015  12.80
SSIUN 8.5 8.3 7.2 0.5 3.2 0.5 1.2 1.1 1.0 14.8 14.1 14.8 6.04 5.22 5.23
VCI VN 5.7 7.7 6.4 (4.7) (0.3) 0.3 15 13 1.1 24.7 18.0 19.0 12.51 9.45 9.65
VND VN 8.0 10.6 7.3 (0.4) (0.4) 0.2 1.1 0.9 0.9 13.7 10.0 13.0 3.83 2.60 3.16
Consumer MSN VN 16.4 17.5 14.4 0.2 (2.8) 0.7 3.0 2.7 2.4 20.7 16.1 17.6 8.78 7.65 8.81
PNJ VN 15.7 13.2 10.6 (0.9) 0.7 0.4 3.7 3.1 2.5 28.7 27.5 27.9 17.79 1779  16.93
DGW VN 8.0 6.4 5.2 0.2 0.3 0.2 1.2 1.0 0.9 15.2 17.1 18.9 5.80 6.12 7.13
0il & GAS PVD VN 5.2 7.3 6.7 0.1 (0.4) (0.2) 0.7 0.7 0.6 1.4 2.6 5.2 0.92 1.75 3.57
Property NLG VN 10.2 14.3 13.1 0.2 (0.8) (0.5) 1.4 1.3 1.2 203 19.1 13.9 956  10.59 8.78
VHM N 18.3 15.2 12.0 0.2 0.7 0.4 5.8 4.4 3.3 30.7 30.0 28.7 1235 1156  11.88

Pricing data as of close on August 6, 2019.
Source: Bloomberg, Yuanta Vietnam
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

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 Expected return within the next 12 months
BUY Above 10%

HOLD Between -10% to +10%

SELL Below -10%

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

© 2018 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 (and 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 U.S. Institutional Investors (as 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 (advising 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.
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