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VIETNAM’S EMERGING MARKET UPGRADE:
RECLASSIFICATION EXPECTED IN SEPTEMBER 2026

Today, FTSE Russell announced the reclassification of Vietham from Frontier to Secondary
Emerging Market (EM) status, with an effective date on Monday, September 21, 2026, subject to an
interim review in March 2026.

The FTSE Russell Index Governance Board acknowledged that Vietnam has met all the criteria
required of the Secondary Emerging market status under its framework. However, the Advisory
Committee received feedback regarding the limited access to global brokers to trade in Vietnam.
Although this is not a requirement to attain Secondary EM status, it is an important issue for index
users, and Vietnam will undergo an interim review in March 2026 to determine whether sufficient
progress has been made in enabling access to global brokers. This is essential to support index
replication and meet the needs of the international investment community. Provided this concern is
resolved, confirmations and details of the phased implementation plan will be announced in March
2026.

We are reasonably confident that Viethamese market authorities will be able to address this issue,
and Vietnam’s upgrade will proceed as planned in September 2026.

A phased-in inclusion
Chart 1: Timeline for the reclassification of Vietham from Frontier to Secondary Emerging Market
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Considering local market liquidity, and the pre-funding capacity of domestic securities firms in
Vietnam, index tracker funds’ purchases will be executed in multiple tranches. Given the size of
Vietnam’s stock markets, we expect the inclusion to be divided roughly equally into two tranches.

This upgrade recognizes the Viethamese government’s focused efforts, particularly over the past
two years, in taking a holistic approach to reform. These efforts include investing in technological
infrastructure, introducing new financial products, strengthening regulatory frameworks, enhancing
corporate transparency, and improving market accessibility for foreign investors. Over the past
three years, Vietnam has witnessed significant capital outflows of USD 8.5bn, but we believe this
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market reclassification could serve as a turning point, positioning Vietnam to attract foreign inflows
from Emerging Market funds.

This announcement, however, should not be viewed as a final destination or goal. Rather it is a
starting point that will bring new requirements and challenges for further development — with the
ultimate aim of expanding Vietnam’s stock market to 120% of GDP by 2030 from the current level
of ¢.75% of GDP.

Chart 2: Stock market capitalization as a percentage of GDP
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Fund flows analysis

The EM upgrade by FTSE Russell could potentially add USD 5-6bn in capital inflows to Vietham.
Once upgraded, Vietnam will be included in the FTSE EM All Cap Index (approx. USD 100bn
tracking). We estimate that Vietnam could account for 0.3% of the Index (equivalent to USD 300mn
in passive flows for the FTSE EM All Cap Index) with 30 stocks to be included.

Overall, including other EM index funds, Vietnam is projected to receive USD 1bn in passive flows,
plus USD 4-5bn in active flows, for a total of roughly USD 5-6bn in foreign flows. While these figures
may not appear exceptionally large in absolute terms, they represent a meaningful and positive shift
for Vietnam, particularly after three consecutive years of net foreign outflows. Such inflows would
not only improve market liquidity but also enhance investor confidence and support the broader
development of Vietnam’s capital markets.

Based on FTSE Russell’s inclusion criteria (i.e., minimum foreign headroom, size, liquidity, and free
float, etc.), a potential list of the 30 stocks that could be included in the index inclusion are:
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Table 3: Potential list of 30 stocks for FTSE EM index inclusion

Ticker Market cap Turnover per day Potential flows from
(USDbn) (USDmn) ETFs (USDmn)
VIC 28 139

HPG
VHM
MSN
VCB
VNM
SSI
STB
VRE
VIX
VND
GEX
DGC
VCl
SHB
VJC
NVL
KDH
EIB
KBC
FRT
DXG
POW
NAB
SAB
HVN
DCM
GEE
BVH

VGC
Source: VinaCapital Research estimates

Beyond the EM upgrade
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Achieving Emerging Market status represents a notable milestone for Vietnam; however, the more

critical challenge lies in securing and consolidating this position over the long term. This will require

additional comprehensive reforms to further deepen, modernize, and enhance the resilience of the

capital markets.
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Establishment of a Central Counterparty (CCP) system by end 2026

While the Non-Prefunding (NPF) model provides an interim measure to support the FTSE upgrade,
the establishment of a Central Counterparty (CCP) system constitutes a long-term solution. In
alignment with MSCI standards, the government has outlined plans to establish a CCP subsidiary
under the Vietnam Securities Depository and Clearing Corporation (VSDC), with the necessary legal
and institutional framework expected to be completed by the end of 2026 and the system
scheduled to become operational in the first quarter of 2027.

Table 4: Vietham CCP Timeline
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Source: VinaCapital compilation
Improving foreign investor access is critical

Phasing out foreign ownership limits is a key element of improving access. At the same time, it is
crucial to establish regulatory framework for FX hedging instruments, as this will allow long-term
institutional investors to more effectively mitigate currency risks when investing in emerging
markets. Other issues such as the absence of detailed disclosures in English and market data
standardization should be further improved to enhance foreign investor interest.

Better sector diversification and more high-quality IPOs needed

Vietnam’s stock market currently relies heavily on two key sectors — Financials (37 %) and Real
Estate (19%). A more diversified sectoral composition would help the market better reflect the
overall economy and reduce the heavy dependence on Banks and Real Estate. To some extent, we
believe that the upcoming wave of IPOs will boost market capitalization and help rebalance the
stock market’s industry composition. This diversity also enhances market liquidity and attracts a
broader range of investors with varying strategies and risk appetites. In the long run, a well-
diversified market fosters sustainable growth, strengthens investor confidence, and supports the
continued development of the capital markets.

Vietnam’s capital market - An ambitious journey ahead

Year to date, Vietnam’s stock market has achieved growth of over 34% in VND terms, with market
liquidity currently leading the ASEAN region — averaging around USD 1 billion in daily trading value.

However, the overall size of Vietnam’s stock market (over USD 300bn across the three exchanges)
remains modest. According to the Government’s Stock Market Development Strategy to 2030
(Decision No. 1726/Qb-TTg dated 29 December 2023), the goal is to expand the equity market to
120% of GDP by 2030 — from the current 73.5% — and to grow the bond market to at least 58%
of GDP, nearly double the current total outstanding bond value of 32% of GDP. Corporate bonds
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are expected to reach at least 25% of GDP by 2030, compared to less than 10% today. Vietnam is
also working toward meeting the necessary requirements for eventual inclusion in the MSCI
Emerging Markets Index, which would attract more meaningful capital inflows.

Beyond expanding in scale, we believe the more important and ultimate goal for the government is
to build a solid foundation for national financial autonomy — strengthening the internal capacity of
Vietnamese enterprises, enhancing transparency in corporate governance, and enabling them to
compete and integrate into global markets.

As a market participant, our outlook is positive. In the long term, we believe that economic growth
remains the key determinant of the stock market’s performance. Vietnam’s stock market still trades
at an undemanding valuation of 13x forward P/E. Amid the market upgrade, we believe the VN-
Index’s valuation offers 15-20% upside in the next 12-18 months. This reflects Vietham’s optimistic
economic prospects, supportive government policies, approximately 15% corporate earnings
growth expected over the next 1-2 years, and a potential valuation re-rating of the VN-Index post-
EM upgrade.

Chart 5: VN-Index forward P/E

=== -2std -15td e——12M fwd PER +1std  ----- +2std Mean
25

20
15

10

2009
2010
2010

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2021
2022
2023
2024
2025

Source: Bloomberg data as of October 06, 2025

Disclaimer

© 2025 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
express 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 in the event that any of the subject matter or opinion, projections or estimates contained within it change or become inaccurate.

Neither the information nor any opinion expressed in this report are 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 securities. 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.



RESEARCH NOTE M VinaCapital

October 8, 2025

Financial instruments discussed in this report, if any, may not be suitable for all investors. Investors must make their own financial decisions
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.



