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Macro Overview

Trade war: $34bln imposed on China imported goods to US, and another $16 bln coming, which we could expect China to
retaliate equivalently. For now, the damages are yet to be foreseeable aside from the panic sell offs on a global scale. Volatilities
surged and indices fell.

Here's what might be coming: A light to moderate trade war is happening, an all out confrontation is unlikely, for there are no
victor in that scenario and both sides would be significantly damaged.

As everyone knows: China's holding a significant amount of US Treasury notes ($1.2tIn in the total of roughly $3tIn foreign
reserves), that could be armed as a nuclear sell off to destroy the greenback'’s value, derailing the US economy.

Also, to the public's knowledge's, US's currently importing roughly 25% China's export. Whilst China's attempting to switch from
industrial/ export economic drive to domestic demand driven, this process could take half a decade to implement.

An all out generally anticipated trade war could hence means trade cut down between US and China in form of Tariffs and
Business Acquisitions restriction. Which China being the seller, become visibly worse off than US. The US is most likely face
stagflation (Consumption drops, high inflation from goods scarcity), which would result in their currency’s devaluation that
derails the whole economy and financial market. All that are just the beginning.

Now, we assume China would start a significant sell off on their holding Treasury notes? They won't. Doing so means they are
choking themselves of the remaining export values to the US, send the value of their non- treasuries reserves ($1.8tIn) down the
cliff- that is assuming they liquidates the notes fast enough. Not mentioning all their oversea assets (mainly US based lands and
companies) would also fall in value.

The possible consequences are many to the point of unimaginable. One thing for sure: You can not push someone down the
cliff if your legs are tied together. An all out trade war would set US for another depression and seriously derailing China’'s
economy. And surely both of them are aware of this.

So, with Donald Trump being Donald Trump, he would push his luck to defend his campaign promises (and reputation) and make
both parties directly dented (and the rest of the world indirectly affected). | suppose both Trump and China would not make the
matter excessively serious however, for they both are profit oriented. The trade offs are simply too big for them to deviate from
the Nash equilibrium- which is to act tough and lash out light punches for the sake of intimidation rather than actually meant it.

That being said, Vietnam is currently, and will be having a hard time for the years to come. Mainly from the foreign exchange side,
which affect export, which affects domestic growth. The impact from US's protective trade policies shall be the reduction of
Vietnam's trade balance (in which US is the largest buyer- and retaliation from Vietnam is not even an option). Next we shall see a
influx of China's goods that competes with our domestic products and an appreciated VND (for we are semi pegged against a
rising USD- The Feds are on their hiking path). All of these poses a downward pressure on the economy.

Suppose the Administration legislated themselves for another year of 6.5% above GDP growth, it comes at a inflationary cost
(CPI figures already showing signs of overheating). Sooner or later, the SBV would have to crunch down credit injection- both to
control inflation and maintain a steady exchange rate. Equities market shall suffer and so does the whole economy. And have |
mentioned before that we’re having an increasing amount of outstanding Government bonds that needs to be paid within the
next 3 years?

As far as | concerns, the more Trump and China get on with their trade war, the more our economy get stuck in between. Do be
careful with Financial and Real estates sector (tighter credit conditions), and keep an eye on Water, electricity and utilities
sectors (they seems to have the highest FDI inflows recently).
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Vietham Money market

Domestic exchange rates, Interbank rates and Yield curve
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Gold, Currencies, Commodities

Gold Price in USD
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Construction & Industrial Energy
5,000 650 120 85
600 115 80
4,500
‘ _'\A ’J'L"- 550 110 75
V I 4 . 500 70
4,000 , p S 105
f 450 65
3.500 400 100 60
350 95 55
3,000 300 90 50
2 () Qo 0 < N N < R 9 0 < N < R
o @ 2 e G Q < O S O 2 2 e o Q < O S
/5 , /3 ’ /3 P , /3 ¢
'\,’e '\,’o N '»’(( N,%‘ '»v »\,"‘\ N > \’,é «,’o N '\,<< «,"‘\ \,‘? \,'\‘\ N
== Rebar Steel Iron Ore Coal e==Brent Oil
Commodities Commodities- Consumption
230 100 140 16
95
210 13
12

0
90 . f‘\“\,‘/‘ Jog W’\, 14
190 - 85 o A \A\‘_ 1
170 d 50
75 100 10

150 70 1-Jan 1-Feb 1-Mar 1-Apr 1-May 1-Jun 1-Jul

1-Jan 1-Feb 1-Mar 1-Apr 1-May 1-Jun  1-Jul
=== Arabica Coffee Sugar Milk

e Rubber Cotton

Source: Bloomberg, ACBS

ACBS Research Department www.acbs.com.vn 5
Tel: (+84) (8) 3823 4159 (ext: 354) Bloomberg: ACBS <GO>



http://www.acbs.com.vn/

ACBS

CONTACTS

Ho Chi Minh City Head Office
41, Mac Dinh Chi, Dist. 1, Ho Chi Minh City
Tel: (+84 28) 3823 4159

Fax: (+84 28) 3823 5060

RESEARCH DEPARMENT

Manager - Fundamental Analysis
Gigi Nguyen Binh

(+84 28) 3823 4159 (x250)
giaonbt@acbs.com.vn

Associate - Consumer-related,
Technology

Chi Luong

(+8428) 3823 4159 (x327)
chiltk@acbs.com.vn

Associate — Banking
Yen Tran

(+84 28) 3823 4159 (x326)
yentran@acbs.com.vn

Analyst - Consumer-related,
Media

Trung Tran

(+8428) 3823 4159 (x351)
trungtn@acbs.com.vn

Analyst - Steel, Automobile
Cuong Nguyen

(+8428) 3823 4159 (x218)
cuongnt@acbs.com.vn

Analyst - Derivatives
Minh Trinh

(+8428) 3823 4159 (x352)
minhtvh@acbs.com.vn

Analyst - Technical

Phuoc Luong
(+84 28) 3823 4159 (x250)
phuocld@®acbs.com.vn

Director - Head of Institutional Client

Tyler Cheung

(+8428) 54043070

tyler@acbs.com.vn

Trader Trader

Dung Ly Hang Nguyen
(+84 28) 54046630 (+84 28) 38234160

dungln.hso@acbs.com.vn hangnx®@acbs.com.vn

sney

July 10, 2018

Hanoi Office

10 Phan Chu Trinh, HoanKiem Dist., Ha Noi
Tel: (+84 24) 3942 9395

Fax: (+84 24)3942 9407

Associate— Property
Truc Pham

(+84 28) 3823 4159 (x303)
trucptt@acbs.com.vn

Analyst- Oil & Gas

Hung Phan
(+84 28) 38234159 (x354)
hungpv@acbs.com.vn

Analyst - Industrials

An PhucTran

(+84 28) 3823 4159 (x325)
phuctta@acbs.com.vn

Analyst - Macro, Technical

ViPhucTran
(+8428) 3823 4159 (x250)
phuctv@acbs.com.vn

Senior Associate
Institutional Client
Diep Phan

(+84 28) 3823 4159 (x307)
diepph@acbs.com.vn

Trader

Thanh Tran
(+84 28) 54046626
thanhtt@acbs.com.vn

www.acbs.com.vn 6

ACBS Research Department

Tel: (+84) (8) 3823 4159 (ext: 354) Bloomberg: ACBS <GO>



http://www.acbs.com.vn/
mailto:giaonbt@acbs.com.vn
mailto:chiltk@acbs.com.vn
mailto:yentran@acbs.com.vn
mailto:trucptt@acbs.com.vn
mailto:trungtn@acbs.com.vn
mailto:cuongnt@acbs.com.vn
mailto:hungpv@acbs.com.vn
mailto:phuctta@acbs.com.vn
mailto:minhtvh@acbs.com.vn
mailto:phuocld@acbs.com.vn
mailto:phuctv@acbs.com.vn
mailto:tyler@acbs.com.vn
mailto:diepph@acbs.com.vn
mailto:dungln.hso@acbs.com.vn
mailto:hangnx@acbs.com.vn
mailto:thanhtt@acbs.com.vn

ACBS onsy

July 10, 2018
DISCLAIMER

Analyst Certification(s)

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about
any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be
aware that ACBS may have a conflict of interest from time to time.

ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative analysis,
and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other types of
research products, whether as a result of differing time horizons, methodologies, or otherwise.

Disclaimer

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties of
merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or sell
any financial instrument.Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any affiliate,
nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or
consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss, even if
notified of the possibility of such damages, arising from any use of this report or its contents. Other than disclosures relating to ACBS, the
information contained in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not represent or warrant
that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update its opinions or the
information in this report.

Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared independently
of any other interests, including those of ACBS. This report does not constitute personal investment advice or take into account the individual
financial circumstances or objectives of the investors who receive it. The securities discussed herein may not be suitable for all investors. ACBS
recommends thatinvestorsindependently evaluate eachissuer, securities orinstrument discussed herein and consult any independent advisors
they believe necessary. The value of and income from any investment may fluctuate from day to day as a result of changes in relevant economic
markets (including changes in market liquidity). The information herein is not intended to predict actual results, which may differ substantially
from those reflected. Past performance is not necessarily indicative of future results.

This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it will
be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any).

In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor shall dismiss this report
immediately otherwise it will be at his/her own risks.

ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek
advice based on their particular circumstances from an independent tax advisor. This report may contain links to third-party websites. ACBS is
not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on such
third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report does not
imply any endorsement by ACBS. Access to any third-party website is at the investor’'s own risks, and the investor should always review the
terms and privacy policies at third-party websites before submitting any personal information to them. ACBS is not responsible for such terms
and privacy policies and expressly disclaims any liability for them.

© Copyright ACBS (2018).All rights reserved. No part of this report may be reproduced in any manner without the prior written permission
of ACBS.
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