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Vietnam Strategy

Diamonds have outperformed YTD and since Tet
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What’s new?

» The SSC has approved the launch of
the VN Diamond ETF.

» The VN Diamond Index has
outperformed the broader market both
YTD and during the virus sell-off.

» VN Diamond YTD Leaders: VPB, CTD,
and CTG.

» VN Diamond YTD Laggards: GMD,
DXG, NLG, and KDH.
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Diamonds vs Mainboard, YTD Performance
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SSC Approves Diamond ETF

VN Diamond (VND) Index has outperformed the broader market both
YTD (+1.5%, or 8ppt ahead of the VNINDEX (VNI)) and during the
coronavirus selloff over the past month (-2.3%, or 7ppt “better” than the
VNI’s -9.4% return) since the Tet holidays. However, the constituents
have been a decidedly mixed bag, with particularly strong gains from
VPB (BUY), CTD, and CTG and notable weakness from GMD and DXG.
Nine of the 14 constituents have fallen YTD, but only four have been

VN Diamond Constituents YTD share
performance

underperformers relative to the VNI.

We continue to believe that the product will attract reasonably
strong interest from foreign investors seeking exposure to its (mostly)
high-quality full-FOL constituents. Foreign institutions may not flock to
purchase a Vietnam-domiciled ETF, but the product should be attractive
to HNWIs and thus we believe an estimated $50-$100 million in potential
inflows is reasonable. This assumption range does not require equivalent
inflows from abroad into Vietnam, as some investors may choose to
reallocate from the existing VN30 ETF to the VN Diamond fund once it is
available (given the relative quality of the two indices constituents).

Days of turnover (based on 1m ADT) assuming

US$100 million in ETF inflows
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Share price impact should be based on index weight and daily
trading liquidity of the individual index components. The Street appears
to be focused solely on the index weights, but weightings are only of half
the story. As published previously (see Dec’s FOLs and Money and
Jan’s Diamonds back in style in 1Q20), an analysis of weightings and
daily stock liquidity is a better gauge than weightings alone.

TPB, CTD, GMD, TCB, & KDH should get the highest boost (i.e., 11-
20 days of turnover for these stocks if inflows are US$100m) based on
our prior analysis, but of course daily turnover is not likely to be static.

Source: Bloomberg, FIINPro, Yuanta Vietnam
Matthew Smith, CFA

Head of Research

+84 28 3622 6868 ext. 3815
matthew.smith@yuanta.com.vn

http://yuanta.com.vn
Bloomberg code: YUTA

Domestic investors should get more aggressive in these names in
opportunistic celebration of the ETF’s launch.

Foreign investors are not totally locked out of the VND Index
constituents at near-market prices in the run-up to the ETF’s probable
launch in March. According to FIINPro data, five of the stocks have at
least some FOL room: DXG (5.6% FOL room), KDH (BUY -- 4.5%), CTD
(2.2%), CTG (0.4%), and NLG (BUY -- 0.7%)

VND Index components are likely to continue outperforming the
broader market in the near term. Our 2020 VNI target of 1000 no longer
seems conservative. But positive policy expectations for 2021 may start
to be discounted later this year, potentially driving a market rebound.
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Appendix A: Important Disclosures

Analyst Certification

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

Ratings Definitions

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

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

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

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

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

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

Global Disclaimer

© 2019 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.

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

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