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What You Need to Know About Vietnam’s Three Stock Exchanges…
…and Understanding Q1 22 Performance
Vietnam has three stock exchanges: The HCM Stock Exchange (aka “HOSE”) was established in 2000, the Hanoi Stock
Exchange (aka “HNX”), which was established in 2005, and the Unlisted Public Company Market (aka “UPCOM”), which
started trading in 2009. This report provides investors with background information on these three exchanges and reviews
the Q1 2022 performance of each, with a view to illustrating the ample opportunities that active fund managers in Vietnam
have to outperform Vietnam’s benchmark stock market index, the VN-Index (VNI).
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The VNI is a market cap-weighted index of all 409 stocks listed on the HOSE and is the most widely quoted Vietnam stock
market index in the international press. Most of Vietnam’s large cap stocks are listed on HOSE. The Hanoi exchange was
originally intended for smaller, high growth Vietnamese companies, so listing requirements on this exchange are less strict
than for HOSE, and the daily trading limit up/limit down for stocks traded on the Hanoi exchange is +/-10% versus +/-7% for
companies listed on HOSE.
There are only two companies on the Hanoi exchange that have a market cap of above USD1 billion, while all the top 20
companies on HOSE have market caps of above USD3 billion. The HCM and Hanoi exchanges are slated to be merged at
some point in the future, and it is likely that Hanoi will eventually become the trading floor for derivatives and bonds in
Vietnam. Several companies, including ACB, SHB, and VCG, have already migrated their listings from Hanoi to HOSE in recent
years. Finally, UPCOM was established in 2009 as an intermediary step for companies to transition to a formal listing on
HOSE or HNX, but it has also ended up being home to some fairly large companies, which is discussed below.
Performance Dispersion in Q1
The sector performance of the HCM and Hanoi stock markets appear below (this information is not available for the UPCOM
market). Within each sector, active managers profited from many stock-specific stories profit. For example, financial stocks
listed on HOSE increased by less than 5% in Q1, but BIDV (BID) and Military Bank (MBB) were up 17% and 14%, respectively,
driven by company-specific factors, while HD Bank (HDB) fell 8% because of profit taking following the stock’s 60% surge in
2021.
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The performance of the individual sectors above was primarily driven by corporate earnings expectations in Q1. For
example, Vietnam’s retail spending surged towards the end of Q1 (from a 1.7% yoy increase in 2M22 to a near 10% yoy rise
in March) as workers – who had previously fled to their hometowns after the COVID lockdowns were lifted in late 2021 –
finally returned to the greater HCMC and Hanoi regions. The jump in retail spending drove the performance of HOSE-listed
consumer discretionary stocks in Q1, although there were also some stock-specific stories for investors to profit from, such
as the 50% increase of FPT Retail (FRT), which is a retailer spun out of Vietnam’s technology giant FPT and which has a
relatively new pharmacy chain format that is currently gaining traction.
Similarly, the healthy performance of Vietnam’s energy stocks was driven by the increase in global energy prices in Q1, but
the energy stocks listed on the Hanoi exchange significantly outpaced the performance of those in the VN-Index, despite
both stock markets being home to companies that are more-or-less equally representative of Vietnam’s oil industry. That
divergence partly stemmed from the fact that foreign investors favored stocks that are listed on the HCM exchange
(including oil & gas stocks), while Vietnamese retail speculators favored those listed on the Hanoi stock exchange – and local
investors have been the main drivers of the performance of Vietnam’s stock market over the last year.
Hanoi Versus HCMC
The listing requirements on HOSE are stricter than those of the Hanoi exchange. HOSE-listed companies usually have better
disclosure and are more willing to meet investors, both of which are important to foreigners. In contrast, local speculators
prefer the Hanoi exchange, partly because of its wider daily trading band.
Next, the HOSE/VNI significantly outperformed the HNX index in Q1 because one company, THD (which has an 18%
weighting in the HNX index), fell 39%, dragging down the performance of the HNX index by -7%pts. THD, which has a USD2.6
billion market cap, focuses on acquiring companies which have attractive land banks that can be converted/re-zoned for
residential and other higher value uses, but the stock was pulled down by some recent regulatory issues that have weighted
on Vietnam’s real estate sector, which we will discuss in a future report. Note that the disproportionate impact THD and a
handful of other relatively large stocks listed on Hanoi have on the overall HNX index is reflected by the fact that the market
cap of the top 20 stocks in the index equates to about 70% of Hanoi’s total market cap.
Finally, the performance of Vietnam’s IT stocks listed on the Hanoi and HCM stock exchanges varied considerably for reasons
that are un-related to their core businesses. In the case of HOSE, a single USD4 billion market cap company, FPT, accounts
for nearly all of the IT sector’s weighting in the VN-Index, and FPT’s very healthy core business pushed its stock price up by
15% in Q1. However, the 11 IT companies listed on the Hanoi stock exchange are smaller, more speculative companies, so
the near 50% rise in that sector in the Hanoi index was largely attributable to company-specific factors.
More About UPCOM
The listing and disclosure requirements on UPCOM are less stringent than the other two exchanges as it was intended for
companies (including privatized SOEs) that are on the way to being listed on the HCM or Hanoi exchanges. However, a
handful of large companies never transitioned to the main boards, and those names also have a disproportionate weight in
the index, similar to the Hanoi exchange (the top 3 stocks in UPCOM account for over one-quarter of the exchange’s market
cap, and the top 20 account for above 60% of the total market cap). The largest stock in the UPCOM index, Airports
Corporation of Vietnam (ACV), has a market cap and index weighting of nearly USD9 billion and 14% respectively. ACV was
expected to be listed on HOSE soon after it was privatized in 2015, but this transition was delayed for a variety of reasons.
Conclusions
The HCM stock exchange (aka “HOSE”) is the largest and most liquid stock exchange in Vietnam, and the widely quoted VNIndex (VNI) is comprised of all stocks listed on that exchange. HOSE is also the exchange on which most of the AUM that
VinaCapital manages is deployed and from which most of the alpha our PMs generate is earned. That said, VinaCapital
participates in all three exchanges because there are numerous opportunities for active fund managers on all three.
In Q1, there were significant performance discrepancies between all three exchanges, as well as among the individual stocks
and sectors within Vietnam’s stock markets, which is an ideal environment in which active fund managers like VinaCapital
can outperform the benchmark VN-Index. VinaCapital builds portfolios by identifying stocks with high profit potential based
on thorough research and analysis. This helps explain why our VEOF and VESAF funds were the two top-performing Vietnam
funds in Q1, with performances of over 8% YTD for each versus a 0.4% decline in the VN-Index during that period, while the
NAV’s of our two offshore equity funds VVF and VAF grew by more than 5% and 7% respectively in Q1.
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Disclaimer
© 2022 VinaCapital Fund Management JSC (VCFM). All rights reserved. This report has been prepared and is being issued by VCFM or one of its affiliates for distribution in
Vietnam and overseas. The information herein is based on sources believed to be reliable. With the exception of information about VCFM, VCFM makes no representation about
the accuracy of such information. Opinions, estimates, and projections expressed in this report represent the current views of the author at the date of publication only. They do
not necessarily reflect the opinions of VCFM and are subject to change without notice. VCFM has no obligation to update, amend or in any way modify this report or otherwise
notify a reader thereof in the event that any of the subject matter or opinion, projection or estimate contained within it changes or becomes inaccurate.
Neither the information nor any opinion expressed in this report constitutes an offer, or an invitation to make an offer, to buy or to sell any securities or any option, futures, or
other derivative instruments in any jurisdiction. Nor should it be construed as an advertisement for any financial instruments. This research report is prepared for general
circulation and for general information only. It does not have regard to the specific investment objectives, financial situation or particular needs of any person who may receive or
read this report. Investors should note that the prices of securities fluctuate and may rise and fall. Past performance, if any, is no guide to the future.
Any financial instruments discussed in this report may not be suitable for all investors. Investors must make their own financial decisions based on their independent financial
advisors as they believe necessary and based on their particular financial situation and investment objectives. This report may not be copied, reproduced, published, or
redistributed by any person for any purpose without the express permission of VCFM in writing. Please cite sources when quoting.
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