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o Differences in the growth story of 2007 and 2015 real estate sector

e The rebalancing week of two ETFs: The market could return active!

Differences in the growth story of 2007 and 2015 real estate sector
Real estate market experienced a notable event last week. It was the conference that purported to
collect enterprises’ opinions on the Draft of implementation instruction decree of 2014 real estate

trading law held by VCCI. On this occasion, we would like to share our view on how the real estate
market in 2015 differs with that in 2007.

MONDAY In our Advisory Diary dated on the 15th Jan 2015, we mentioned the 2015 outlook of real estate
market with some positive supporting factors such as infrastructure investment promotion, low
interest rate and some other supporting policies. In early months of 2015, real estate market has
seen some recovery signals in which HCMC real estate firms joined the race of opening many
projects in medium and high-class segment. According to Ha Noi Real Estate Association, capital
market has had 1.550 success deals from earlier of 2015 to mid-Feb 2015 which is three times
higher than corresponding period. As a result, this has raised selling price in secondary market up
from 10% to 15% and brought some concerns on a possible “overheating” like in 2007.

Comparing to 2007, the real estate market in 2015 has some similarities:

“The

¢ Real estate lending is untightened. In 2007 and 2015, deposit and lending rate are at

ba/ancing low level (below 10% per annum), especially real estate lending rate. In 2007, lending risk
ratio was not increased and real estate also was not in the restriction lending list. In 2015,
Week Of tWO those barrels are also removed. Recently, lending condition from VND30,000 billion credit
packages was untightened, lending rate also decreased to 5% per annum while
ETFS: The maximum lending period prolong to 15 years. Economic experts asserted that the State

market COU/d bank of Vietnam is considering executing VND50,000 billion packages for commercial
housing segment with 7% per annum interest rate in 10 years.

return aCl'iVe. ” ) H'igh prospect on foreign funds in real estate-(FDI).-Participating in WTO in -11/2006,
Vietnam expected the flow of FDI would pour into different segments, especially real
estate in 2007 (FDI implementation increases 13.9% from 2006 to 2007). Furthermore,
according to the statistic from Foreign Investment Agency, in the first 2 months, real
estate segment maintained second position in term of attracting FDI with over 111.43
million USD.

e The principle of the idle cash flow. If the dramatically decreasing of the stock market in
the period of 2006 — 2007 after the “bubble” growth time made the investor shift into real
estate segment. The immediate turn around in second half of 2014 due to the objective
global factors (oil price) and internal factors (Circular 36) also participated in the
movement of cash flow into real estate segments.

With the convergence of above-mentioned factors, the question is whether "the bubble" may be
inflated again. In our view, an “overheating” period like 2007 could hardly happen because the
real estate market is moving in line with the fundamental elements:

e Market size is growing up with diversified, abundant supplies at many segments instead
of just focusing on the premium one as in the past.

e Thanks to previous experience, the state management follows the market closer to
reduce pushing-up price of some speculation groups. Another issue recently debated is
the increase of minimum legal capital of a real estate business to VND50 billion from
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VND20 billion (stated in the Law on Real Estate 2014). Although the problem remains
controversial, the proposed regulations partly suggest the views of legislators in limiting
the hot growth of the number of real estate enterprises. In the recent report of General
Statistics Office, the quantity of newly established real estate businesses increased 89% in
the first two months over the same period last year. It means that there was about 22-23
new registered real estate companies per day.

e Foreign investor’s form of participation has changed from a joint venture, association to
acquisition or merger. This gives the freedom to the market in the form of competition
but not subject to regulation by administrative order of the State as before. Besides, the
new Housing Law, which allows foreign individuals to own houses in Vietnam, has taken
effect since 07/01/2015. Thereby, the policy would help raise the demand in 2015,
especially in the premium segment.

e Monetary policy and credit, in contract, do not have much incentive as in 2007. Even
VND30.000 billion credit package is aimed at those who "have difficulties in buying a new
home" and the project in accordance with the income of the majority of homebuyers. The
prudence in selecting borrowers was the reason why only one third of VND30,000 billion
disbursed over a year and a half.

e The State now pays more attention to real society needs to ensure the "fundamental
factors" in the development of Real estate market. In 2014, the Ministry of Construction
encouraged the investment projects in low housing price with 102 social housing
projects, including 38 housing projects for low-income people. In 2015, 150 social
housing projects including 91 projects for low-income people will continue to be
building up.

Table: Notable projects in 2015 at Ho Chi Minh and Hanoi

PROJECTS NO. OF UNITS
Hanoi

Sun Square 492
Nam Huynh Diamon 120
+ 84 86299 2006 | Ext: 321 FLC complex 36 Pham Hung >0
Home City Trung Kinh 1222
nam.hk@vdsc.com.vn Goldmark City 5000
Trang An 500

Ho Chi Minh
Jamona 1290
Sky Center 495
The Easter City 120
Vinhomes Central Park 10000
Dai Quang Minh 1131
Masstery 3000
Estella Heights 700
Ha Long Star 114
Binh Dang Project 224
Khang Gia Chanh Hung 141
CT36 Dream Home 200
Goldmark City 300

Source: RongViet Research
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According to these factors, we believe that the real estate market in 2015 will grow to make the
financial statement of real estate companies be more “attractive”. Also, the market will remain at
an acceptable price to meet the real demand.

The rebalancing week of two ETFs: The market could return active!

As mentioned in our last week Advisory Diary, the market experienced low growth motivation and
trading value. Today’s market continued to plunge due to the impact of large-cap stocks such as
banking group as well stocks in VN30 group. However, the liquidity was improved significantly
relative to the previous week, with trading volume increasing by 15% compared to the average
figure of the previous week. Besides, the cash flow was also more positive with trading value
increased by 27% than last week’s figure.

In addition, the dynamics of the ETF VNM fund may also have an impact on the market. Last
weekend, the 2015Q1 review result of this fund was quite surprising. Specifically, the proportion
of Vietnam shares in his portfolio has been increasing from 70% to 77.5%. In particular, the fund
will add KBC and KDC to his portfolio, which had positive impact on the ticker’s trading, with over
3 million shares of KDC traded (closing price up 5.8%) and exceeding 10 million shares of KBC
traded (closing prices rose 1.7%).

In the transaction week of the two foreign ETFs, we believe that the market would probably
become more active. Notably, the recent selling pressure from the foreign investors may be
mitigated (VNM ETF fund is expected to buy about VND700 billion). In addition to the liquidity
improvement, there is possibility that the market would have short-term gain this week.
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MACRO WATCH

Graph 1: GDP Growth Graph 2: 1IP
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RONG VIET NEWS
COMPANY REPORTS Issued Date Recommend Target Price
PAC- Opportunities along with challenges Jan 14*, 2015 Accumulate - Intermediate term 27,500
HMH - Positive outlook from various supporting factors Jan 06t", 2015 Accumulate - Long term 33,800
DPM - Tail wind from crude oil Dec 26™, 2014 Buy - Intermediate term 36,100
VNM - 2014 - At the pit stop Dec 19%, 2014 Accumulate - Long term 110,000
PCT - Restructuring Dec 11*, 2014 Monitor
Please find more information at http://vdsc.com.vn/tabid/149/language/vi-VN/default.aspx
FUND CERTIFICATION INFORMATION
Fund name Trading Subscription Fee  Redemption Fee (% NAV per unit at NAYV per unit last Change in NAV
Day (% of trading of trading value) valuation date valuation date
value)
VFF 27/01/2015 0%-0.75% 0%-2.5% 11,583 11,454 1.13%
VEOF 27/01/2015 0%-0.75% 0%-2.5% 9,627 9,567 0.63%
VF1 30/01/2015 0.2% - 1% 0.5%-1.5% 21,515 21,452 0.29%
VF4 28/01/2015 0.2% - 1% 0%-1.5% 9,337 9,218 1.29%
VFA 30/01/2015 0.2% - 1% 0%-1.5% 7,415 7,371 0.58%
VFB 30/01/2015 0.3% - 0.6% 0%-1% 12,015 11,912 0.86%
ENF 23/01/2015 0% - 3% 0% 10,481 10,790 -2.86%
MBVF 22/01/2015 1% 0%-1% 11,115 11,176 -0.54%
MBBF 21/01/2015 0%-0.5% 0%-1% 11,880 11,921 -0.34%
ANALYSTS
Truc Doan - Head of Research Ha My Tran Trien Le
+ 84 8 6299 2006 | Ext: 355 +84 86299 2006 | Ext: 319 + 84 8 6299 2006 | Ext: 325
truc.dtt@vdsc.com.vn my.tth@vdsc.com.vn trien.lh@vdsc.com.vn

Tai Nguyen Tam Bui
Hoang Nguyen
+84 86299 2006 | Ext: 319 + 84 86299 2006 | Ext: 324
+ 84 86299 2006 | Ext: 328
tai.ntp@vdsc.com.vn tam.bt@vdsc.com.vn
Hoang.nh@vdsc.com.vn
Diem My Tran Huong Pham
Lam Nguyen
+ 84 8 6299 2006 | Ext: 320 + 84 86299 2006 | Ext: 323
+ 84 86299 2006 | Ext: 323
my.ttd@vdsc.com.vn huong.pt@vdsc.com.vn
lam.ntp@vdsc.com.vn
Van Banh Nam Huynh
Tuan Huynh
+ 84 8 6299 2006 | Ext: 324 + 84 86299 2006 | Ext: 321
+ 84 86299 2006 | Ext: 326
Van.btt@vdsc.com.vn Nam.hk@vdsc.com.vn

Tuan.hm@vdsc.com.vn
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CHI NHANH NHA TRANG
50 Bis Yersin, TENha Trang, Khianh Hda

@ +84 058 3820006
@ -+84058 3820008
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@  www.wdsc.com.wvn

CHI NHANH CAN THO

08 Phan Binh Phing, Q.Ninkh Kidu, TR.Can Tho
@ +BA0710381 7578

@ +B40710381 7789
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This report is prepared in order to provide information and analysis to clients of Rong Viet Securities only. It is and should not be construed as an offer
to sell or a solicitation of an offer to purchase any securities. No consideration has been given to the investment objectives, financial situation or
particular needs of any specific. The readers should be aware that Rong Viet Securities may have a conflict of interest that can compromise the
objectivity this research. This research is to be viewed by investors only as a source of reference when making investments. Investors are to take full
responsibility of their own decisions. VDSC shall not be liable for any loss, damages, cost or expense incurring or arising from the use or reliance,
either full or partial, of the information in this publication.

The opinions expressed in this research report reflect only the analyst's personal views of the subject securities or matters; and no part of the
research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or opinions expressed in the report.

The information herein is compiled by or arrived at Rong Viet Securities from sources believed to be reliable. We, however, do not guarantee its
accuracy or completeness. Opinions, estimations and projections expressed in this report are deemed valid up to the date of publication of this
report and can be subject to change without notice.

This research report is copyrighted by Rong Viet Securities. All rights reserved. Therefore, copy, reproduction, republish or redistribution by any

person or party for any purpose is strictly prohibited without the written permission of VDSC.
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