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Vietnam: 
A Rising Star
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ABOUT VINACAPITAL

- $227mm Vietnam 
Opportunity Fund 
(VOF)

- Invests in real estate, 
public companies, 
private equity, 
privatizations of 
SOEs

- Best performing fund 
in 2004 per 
Rothschild Research

- Team of 9 people

- Manages $200 mm 
VinaLand fund (VNL) 
which dedicated in 
real estate projects

- Full range of services 
for real estate 
development from 
inception to exit

- Team of 22 people

VinaCapital Group

- Services for 
privatizations of 
SOEs, IPO, M&A, 
market entry, private 
placements

- Completed over 8 
transactions to date

- Alliance with UBS
- Team of 7 people

VinaCapital Asset 
Management

VinaCapital Real Estate
VinaCapital Corporate 

Finance
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OVERVIEW

� VinaCapital Outlook:

Vietnam’s growth and reforms have led to a number of 
attractive investment opportunities

� Vietnam Opportunity Fund:

VinaCapital’s first fund has delivered strong performance

� VinaLand:

VinaCapital’s second fund established to take advantage 
of the real estate opportunities in Vietnam



3CONFIDENTIAL

VIETNAM HAS STRONG AND CONSISTENT GROWTH

One of the highest real GDP growth rates in Asia …

Percent

Source: IMF, BMI, WTO
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… with more consistent growth than most regional 
competitors more exposed to the global 
economy
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41.8%External debt as % of GDP

3.8mmTourist Arrivals

US$22.5bnExternal debt

US$5.5bnFDI

10.2%FDI as % of GDP

US$31.6bnExports

US$35.9bnImports

US$6.9bnForeign reserves

15.7%Industrial production growth 

5.5%Consumer price index

US$624.3GDP per capita 

8.0%GDP growth

2006 Forecast

…AND POSITIVE MACROECONOMIC FUNDAMENTALS AND FORECA STS
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42.9%External debt as % of GDP

3.4mmTourist Arrivals

US$21.1bnExternal debt

US$5.8bnFDI

11.0%FDI as % of GDP

US$32.2bnExports

US$36.8bnImports

US$6.7bnForeign reserves

17.2%Industrial production growth 

8.4%Consumer price index

US$571.3GDP per capita

8.4%GDP growth

2005

46.6%External debt as % of GDP

2.9mmTourist Arrivals

US$20.6bnExternal debt

US$4.0bnFDI

9.0%FDI as % of GDP

US$24.8bnExports

US$29.1bnImports

US$6.6bnForeign reserves

16.1%Industrial production growth 

9.5%Consumer price index

US$534.3GDP per capita

7.7%GDP growth

2004

Source: The Vietnam Business Forecast Report –
Business Monitor International Ltd.,  Vietnam 
General Statistics Office, SaigonTimes, IMF
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…MADE POSSIBLE BY GOVERNMENT REFORM PROGRAM

Establishment 
of stock 
market 

Passage of 
Enterprise 

Law

2000 2001 2002 2003 2006

Increasing 
equalization of 

local and foreign 
status

Passage of 
banking 

reform plan

Adoption of 5 
year SOE 

reform plan

Revision of constitution 
to give equal treatment to 

private sector

US Bilateral 
Trade 

Agreement 
ratified

WTO 
membership 

expected 

Full realisation 
of AFTA
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…AND A YOUNG, MOTIVATED AND HIGHLY EDUCATED WORKFOR CE 
CREATING A PREDICTABLE AND STABLE PLATFORM FOR GROW TH

…with unique demographics

• 70% of population below 35

• Large population of 82mm

Labour costs are low …
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Cultural factors are 
positive…

• Highly motivated with “Chinese”
style work ethic

• More than 106,000 SMEs 
registered since 2000, showing 
entrepreneurial spirit

• Culturally more “European” and 
open than China

• Many speak English

• Minimal ethnic or religious 
divisions

• Labour force more motivated 
than militant

2004 GNI per Capita
US$ ‘000
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Illiteracy Rate
Percent, 2004

…education level high

Source: World Bank Vietnam, Euromonitor Plc

Business Monitoring International
short-term political rating
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…creating a predictable and 
stable platform for growth
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THESE POSITIVE DEVELOPMENTS HAVE LED TO THREE KEY 
INVESTMENT OPPORTUNITIES

Privatization of 
State-Owned 
Companies

Development of 
the capital 

markets

Real estate

• Vietnam is entering the final stage of Privatization, involving the 
sale of the largest and best state-owned companies

• Current low valuations likely to increase as reforms reduce 
structural problems and misaligned incentives to result in larger 
more liquid markets

• Rising incomes, urbanisation and the increasing availability of 
mortgages is releasing a large latent demand for residential real 
estate 
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IN EACH CASE THERE ARE LESSONS TO BE LEARNT FROM CH INA

• Large privatizations complete, many 
small SOEs still to be sold

• Early investments in privatizations of 
major SOEs were some of most 
successful e.g. 30x return for Goldman 
Sachs for Pingan Insurance

• 1,349 listed companies with market 
cap of US$320bn

• Multi-year slide with further down-
side due to  overhang of state-owned 
shares

• Many small privatizations complete, 
largest just starting e.g. oil and gas, 
telecoms, financial services

• Two initial large privatizations 
complete and successful

• 46 listed companies with market cap of 
US$1.6bn and over 5,000 OTC traded 
companies with market cap of US$5bn

• Government mostly sells down to 
minority position to avoid overhang

China Vietnam

• Rising incomes, urbanisation and the 
increasing availability of mortgages 
led to release of large latent demand 
of people wanting to move out from 
state-owned housing

• Property cycle now peaking

• Rising incomes, urbanisation and 
the increasing availability of 
mortgages is starting to release a 
large latent demand of young 
people wanting to move out from 
parents homes

• Property cycle just starting 

Privatization of 
State-Owned 
Companies

Development of 
the capital 

markets

Real estate
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OVERVIEW

� VinaCapital Outlook:

Vietnam’s growth and reforms have led to a number of 
attractive investment opportunities

� Vietnam Opportunity Fund:

VinaCapital’s first fund has delivered strong performance

� VinaLand:

VinaCapital’s second fund established to take advantage 
of the real estate opportunities in Vietnam
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VINACAPITAL’S FIRST FUND: VIETNAM OPPORTUNITY FUND 
DELIVERED STRONG PERFORMANCE 

NAV / Share Share Price

Year-on-Year 53% 62.4%
Since Inception 95% 2.55x

31 March 2006

30 September 2003

VOF Performance at A Glance

� Highest returns since inception of all funds 
in Vietnam: NAV/Share +70%; Share Price 
+141%

� Most consistent returns of all funds in 
Vietnam

� Highest Liquidity of all funds in Vietnam

� 2004: Best performing fund in Vietnam, per 
Rothschild Research

� 2005: 

� NAV/Share +34% yoy; 

� Share Price +35% yoy; 

� Average Monthly Increase +2.5%;

� Standard Deviation Monthly Increase 
2.1%; 

� No Months Down

� 2006 YTD (as of 31 March): 

� NAV/Share +20%; 

� Share Price +45%
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VINACAPITAL AND THE VIETNAM OPPORTUNITY FUND –
A DIFFERENT APPROACH TO CAPTURE THE OPPORTUNITY

Strategy

Active 
trading

Active

Active or 
passive

Type of 
Investment

Listed equities

Private equity/ 
Real estate

Privatizations/ 
OTC traded 
companies

Investment 
horizon

1-24 
months

3-5 years

3-5 years

Portfolio 
mix

Strategy

• Target proven 
business models in 
key sectors of the 
domestic economy
incl.

• Financial services
• Retail/ Consumer 

goods
• Real estate

• Best deal flow 
through leading local 
team

• Maximum options for 
exit

• Return capital to 
investors

20%

30%

50%

Target portfolio mix

Targets

Market leaders
Value plays

Restructuring/
distressed assets
Existing and new 
property projects

Market leaders
Likely listing
Deep value plays
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THE GOVERNMENT’S PRIVATIZATION PLAN HAS BEEN
SUCCESSFUL AND IS ENTERING ITS FINAL STAGE

� 724 SOEs privatized during 2005

� 600 targeted to be privatized in 
2006

� SOEs improve performance post 
privatization: Recent survey of 
SOEs show that 87% of privatized 
firms reported their financial results 
improved significantly after 
privatization, which was attributed to 
self-management mechanisms 
which reduced State interference in 
their business operations

* Survey of 434 SOEs in HCMC

22

60

13

3.3

10

8

Capital per
SOE

 (VND bn)

Revenue
growth (%)

ROE (%)

Before privatization

After privatization

SOE performance improvement 
post privatization *

• No of SOEs 
declined 55%

• Average capital 
increased 666%

• No of SOEs 
declined 55%

• Average capital 
increased 666%
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VINACAPITAL HAS IDENTIFIED SOME PRIORITY TARGETS

� Largest domestic player in medium segment49-59
Brewery 
products

Saigon Beer

� Largest national bank, expected to be privatized 
by end of 2005

� Total Assets (2004): US$7,834.3mm
� Revenue (2004): US$427.4mm

300BankingVietcombank

� Largest tourist/hotel operator with over 70 hotels 
in prime HCMC locations

64-77TouristSaigon Tourist

� The 2nd largest national cell phone operator that 
the Government aims to privatize within 2005 with 
offering to foreign strategic investors

� Number of subscribers (Oct 05): 3.0mm
� Revenue (2004): US$259.9mm

250
Cell phone 
Operator

MobiFone

Highlights
Book value 
(US$mm)Industry
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CASE STUDY - BAO MINH INSURANCE COMPANY 

� Established in 1994 as a state 
owned non-life insurance company 

� Privatized in July 2004 through 
public bidding of 434,000 shares 

� Second largest non-life insurance 
company in Vietnam with 26% 
market share 

� 50 branches in 38 cities and 
provinces nationwide 

� 4-yr CAGR of 28% (industry 
average is 26%)

� Industry expected to grow at 15% 
per annum from 2005-2010

Overview about Bao Minh Insurance
� VOF currently holds 6.35% of the company 

at the average cost of US$12.6 per share

� Investment return of 67.9% since 1 July 
2005

� The company is aiming to be listed during 
Q3 2006

Details of investment
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CASE STUDY - VIETNAM DAIRY PRODUCTS COMPANY (VINAMIL K) 

33%

12%

$29

$239

2004

11%Net Profit Margin

$38.1Net Profit

$356Revenue

2005

38%ROE

49%Y/Y Growth

Financial Highlights

Unit: US$mm� Established in 1994 as a state-owned company 

� Number one dairy producer with 45% local market 
share and extensive distribution network of 1,400 
agencies in 61 cities and provinces nationwide

� Revenue streams come from both foreign and local 
markets

� Privatized in October 2003 through public bidding

� Two additional public auctions in February and 
November 2005 reduced the State’s holding to 50%

� The average successful bidding price was US$19.8 
per share in February and US$30.2 per share in 
November

� Listed on the Vietnam stock market in January 2006

� VOF currently holds 4% stake of the company at an 
average cost of US$17.5 per share, the current 
market price (as of 31 March) is US$32.2 per share 
providing return rate of 84%
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OVERVIEW

� VinaCapital Outlook:

Vietnam’s growth and reforms have led to a number of 
attractive investment opportunities

� Vietnam Opportunity Fund:

VinaCapital’s first fund has delivered strong performance

� VinaLand:

VinaCapital’s second fund established to take advantage 
of the real estate opportunities in Vietnam
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VINACAPITAL AND VINALAND FUND

Objectives

• Capital gains and attractive 
level of regular income

• ROI in excess of 20%

Approach

• Invest in 

• Existing projects

• Greenfield developments

• JV with other developers

• Seek control of projects

• Exit through sale of projects to 
institutional and private investors 
and REITS

Target Sectors

• Target five key sectors: 

• Office

• Residential

• Leisure

• Retail

• Industrial

• Primary focus on HCMC, and 
secondary focus on Hanoi 
and key leisure areas
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…WITH SEVERAL DRIVERS FOR FUTURE GROWTH

Strong demand

for real estate    

Large young population 
(70% under 35) 

looking to move out of 
parents’ homes

Increased standard of living 
and rapid urbanization

Current lack 
of supply

Urban 
infrastructure 
development

Growing 
remittances 
from 3mm 
overseas 

Vietnamese

Growing FDI 
Commitments

Emerging 
availability of 

mortgages

Developing 
real estate 

laws
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Sofitel Metropole Hanoi

Examples

• VOF acquired a controlling stake of this 5-star, 232-
room hotel 

• Built in 1901 and located at the heart of Hanoi. 

• Hotel industry in Vietnam will continue to perform due 
to rising demand (from both tourist and corporate 
sector) and limited supply

• Profitability and strong financial performance and cash 
flow from hotel operations with potential to improve

CASE STUDIES FROM VOF PORTFOLIO

• 9,600 sqm of land in center of China Town in District 5

• Mixed-use property of retail and apartments with total 
GFA of 98,000 sqm

• Largest retail center in HCMC with GFA of 30,000 sqm 

• Total project development cost at US$50mm with equity 
financing of 10% and the remainder from bank loans and 
pre-sale revenue 

• VOF equity is US$1.5mm

• Targeted completion dates:

• Retail center: Sep 2006

• Whole project: Sep 2007

Hung Vuong Plaza
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LOOKING BACK: CHALLENGES (AND LESSONS LEARNED…)

� Poor corporate governance and lack of transparency

� Slow and tedious approval procedure 

� Low liquidity in the capital markets

� Over-reliance on local partners

� Lengthy and difficult land acquisition procedures

� Limited bank financing
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