2H21 Market Outlook

Fundamentals continue to be improved

We believe that the market is likely to gain further in 2H21

The driving force for the market growth should be the successful performance of
listed companies (especially bluechips of the banking, steel, securities, utilities, and
IT sectors), and the market conditions are expected to be favorable (high
economic growth, controlled inflation, low interest rates and stable exchange
rates). Based on the comparison between the current VNIndex and regional indices
and VNIndex itself in the past, we expect the fair level of the VNIndex at the end of
year to be 1,480 points (corresponding to P/E of 18 times, the average TTM EPS
2021 of businesses in the VNIndex basket up 13% compared to the current level).

Any significant correction of the market (given the risk factors do not change
the basic conditions of the market in the long term) should be a good chance
for raising the portfolio proportion

We think the most likely correction phase will occur in the second half of the 3Q as
the positive effects from the 2Q earnings season faded, the profit-taking pressure
at high price zones needs to be relieved, and other risks emerge (the Fed
mentioned asset purchase reductions in the September meeting, escalating
commodity prices raises the risk of inflation, the resurgence of the COVID-19 is
more unpredictable amid the emergence of new variants and slow vaccine rollout).
We believe that buying & holding is a reasonable strategy for most investors amid a
volatile market in 2H21.

Real estate, industrial parks, power, container ports, information technology,
banks, fisheries, and oil & gas are sectors that have a positive outlook in 2H21
The main growth drivers of them are: low interest rates (banks & real estate), the
relocation of production bases to Vietnam, and trade recovery thanks to
accelerated vaccination programs in developed countries (real estate, industrial
parks, container ports and fisheries), an uptrend in commodity prices (oil and gas)
or maintained growth rate of some industries despite macro fluctuations
(information technology and electricity).

See more details in V and VI sections
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Domestic stock market thrived in
the first half of the year

Fig 1. Vietnam - The VNIndex movement
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|. Executive Summary

Vietnam's stock market in 1H21 was mainly boosted by the recovery in
production and business operation of listed companies, and also supported by
low interest rates, controlled inflation and exchange rates.

The VNIndex has increased 23% since early 2021 despite the pandemic, and
trading value quadrupled that in the same period last year.

Fig 2. ASEAN4 - P/E movement
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Vietnam stock market is in the
attractive price zone

Source: Bloomberg, KB Securities Vietnam

However, with strong performance of businesses in 1Q (which helped average
TTM EPS increase 14%), the P/E of the VNIndex is still maintained at a
reasonable level of 18.6 times, which is far higher than 15.9 times of the last
two years. Earnings growth of listed companies should maintain a good
momentum in the remaining three quarters of the year, 2021F average EPS of
listed companies should rise 13% compared to the current level, 2021 forward
P/E of the VNIndex drops to 16.5 times (Figure 5), which is an attractive P/E
zone with many favorable macro factors.

Vietnam's stock market has outstanding attractiveness compared to regional
markets thanks to: i) strong earnings growth thanks to a growing economy and
lowering interest rate (VNIndex's P/E was much lower compared to the other
three markets in ASEAN4 (Figure 2); ii) better P/B correlation with ROE (Figure
3), and P/E correlation with EPS CAGR in the last three years (Figure 4).
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Fig 3. ASEAN - P/B and ROE correlation Fig 4. ASEAN - P/B and 3-year EPS CAGR
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The reasonable price of the
VNIndex by the end of the year is
around 1,480 points

Source: Bloomberg, KB Securities Vietnam

We expect 2021F P/E of the market at 18 times, given insulated COVID-19,
high economic growth (6%-6.5%), stable inflation, interest and exchange rate,

accelerated divestment and improved trading system. The average 2021F EPS

of businesses on the HSX should rise 13% compared to the current level, we

expect the target price of the index at the end of 2021 to reach 1,480 points.

Table 1. Vietnam - Main market drivers in the last six months of 2021 (see more in IV section)

Positives Influence Probability Negatives Influence Probability
Economic arowth and profit arowth of The Fed moves up its timeline for rate
i w i w
. 9 X p g Strong High hikes, decrease bond-buying program and ~ Strong Medium
listed companies remained high the U.S. currency appreciates
. . . Another wave of Covid-19 in Vietnam and i i
Higher level of public investment Strong Medium World Medium High
Re-opening economies & Covid-19
.p 9 Medium High Inflation risk and interest rate in Vietnam Strong Medium
vaccine progress
low interest rate and Inflow from new
Medium Medium Vaccine distribution challenge Medium Medium
accounts
Source: KB Securities Vietnam
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Business results of listed
companies grew strongly in 1Q

Growth momentum will continue
to be maintained in the last three
quarters of the year, which is the
main driving force of the stock
market

Fig 7. Vietnam - 1Q revenue of economic sectors
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Il. Business performance of listed companies

The economic recovery underpinned by well-insulated COVID-19 pandemic
facilitates businesses’ revenue growth (Figure 7) from the low base of the same
period in 2020. Low interest rates (which led to a decrease in interest expense
on revenue in most industries - Figure 8) also helped industries to record high
profit growth in 1Q (Figure 9). Statistics on the HSX showed the total 1Q
earnings of listed companies surged 85% YoY, while revenue increased by 13%
YoY. Raw materials (+190% YoY), finance (+93% YoY) and real estate (+42%
YoY) are the leaders in terms of profit growth.

The growth momentum of listed companies is projected to continue in the last
three quarters of the year, and led by large caps, assuming: i) controlled
COVID-19; ii) strong export growth benefiting from the reopening of major
economies; and iii) low interest rates. Accordingly, we forecast that VNIndex's
TTM EPS in 2021 will increase by 13% compared to current levels (Figure 10),
mainly led by materials (+35%), utilities (+26%) and non-essential consumer
goods (+19.7%).

Fig 8. Vietnam - Interest expense/revenue
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Fig 9. Vietnam - 1Q profit of economic sectors Fig 10. Vietnam - 2021 TTM EPS forecast growth
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lll. The trend of cashflow

Cash flow from local individual The sharp drop in deposit interest rates made the stock market more attractive,

investors is expected to be ample while other channels faced difficulties from social distancing protocols. Strong
performance of business activities of listed companies is the reason for the idle
capital flow into the stock market, reflected in a record high number of new
trading accounts (Figure 13). With the assumption that the interest rate level
will remain low, and inflation is under control (see more in section IV. 2), the
cash flow from domestic individual investors into the stock market will continue
to be abundant in 2H21.

Foreign investors' net selling Foreign investors boosted their net selling since the beginning of the year
pressure will remain in the second (Figure 11), similar to the trend in most regional emerging markets (Figure 14),
half of 2021 and is forecast to persist until the second half of the year as global capital tend

to flow into developed markets, global economies would reopen alongside the
vaccination program. This is contrast to the context of outbreaks in many
developing countries, including Vietnam. In addition, technical issues of the HSX
or the risk of the Fed sending out signals to speed up the rate increase would
also hinder foreign funds from entering the market soon. However, the current
foreign selling did not have a significant impact on the market because the cash
flow from domestic investors was still huge.

Fig 11. Vietnam - Accumulated foreign trading Fig 12. Vietnam - Asset change of ETFs
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Fig 13. Vietnam - New accounts of individual investors Fig 14. Regional markets - Foreign trading/market cap (YTD)
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Global economic growth forecast
in 2021 is more optimistic thanks
to the effective implementation of
the vaccination process

Vietnam economy should keep a
high growth rate in 2021 despite
the pandemic

Fig 15. Global - 2021F economic growth
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IV. Market drivers

1. Economic growth

Figure 15 shows that financial institutions around the world agreed to sharply
raise their forecast for global economic growth in 2021 (from 5.2% in January
to the current 6%), with the driving force coming the strong economic rebound
in two major economies, the US (up from 3.9% to 6.6%), and China (up from
8.2% to 8.5%). COVID-19 vaccination programs are effectively implemented.
Meanwhile, fiscal stimulus packages (especially in the US) and easing monetary
policy continue to play an important role in promoting spending, consumption
and investment while the demand in the previous period was pent-up because
of the pandemic.

Meanwhile, Southeast Asian emerging economies (Figure 16) all agreed to
lower their economic growth prospects in 2021 due to the heavy impacts of the
current Coronavirus wave. Despite being downgraded from the forecast of
7.6% to 6.7%, Vietnam is still a bright spot in the region, supported by
controlled pandemic, benefits from the reopening of major economies (Figure
18), expansionary fiscal and monetary policies, and the global production
relocation.

We are revising the forecast for Vietnam's GDP growth in 2021 (6.5% at the end
of Q1) and will announce it in the report.

Fig 16. ASEAN4 - 2021F economic growth
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Fig 17. Global - Vaccine shots/100 people
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Fig 18. Global - 4M21 export growth
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Inflation and exchange rates are
two factors that affect the
volatility of the VNIndex

While inflation has not shown
many risk signs, the exchange rate
is a factor that needs to be
monitored when the USD may
become volatile under the
influence of the Fed

Source: Bloomberg, KB Securities Vietnam

2. Domestic inflation and exchange rates

Low inflation rate makes it easier for the State Bank to apply expansionary
monetary policies, lower interest rates, and expand credit growth, which also
benefits the stock market (Figure 19). When we observed the correlation
between the REER (Figure 20) and the P/E of VNIndex, we found this index
often increases strongly when REER declines (similar to the VND depreciating
against a basket of currencies of trading partners) due to: i) weak VND as
Vietnam economy heavily depends on exports; and ii) the close relationship
between the VND and the USD. The decline of REER are similar to the
depreciation of the USD, implying the external risks cooled down, the easing
monetary policy in the US is maintained, the State Bank would have more room
to ease policy without being too concerned about exchange rate pressure.

Although there are certain pressures when commodity prices increase sharply
because supply has not kept pace with demand as major economies recover
from the pandemic (Figure 21), inflation fluctuations in the first five months of
the year still remained unchanged thanks to the State Bank’s prudently easing
monetary policy (M2 money supply and credit did not increase suddenly), and
pent-up demand in the new resurgence of the COVID-19. It is quite unlikely
that the inflation would rise above the Government's limit of 4% in this year.
The weakening of the USD in the international market facilitates the decline of
REER and the increase in the market P/E in 2Q, however, the risk of reversal still
exists (see more below).
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Fig 20. Vietnam - REER vs P/E VNIndex

Fig 19. Vietnam - CPI vs P/E VNIndex
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Fig 22. Regional - M2 growth

Fig 21. Global - Commodity prices (standardized at 100)
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High inflation increases the risk of
the Fed changing monetary policy

Fig 23. US - CPI (YoY)
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3. Inflation and monetary policy in the US

Inflation in the US has increased sharply in the last three months (Figure 23)
when spending demand recovered strongly despite interrupted supply, the Fed
maintained easing monetary policy (Fed fund rate stayed at 0-0.25%, and Fed
bought USD120 billion worth of securities per month), and Government
spending surged (Figure 24).

High inflation rate raised concerns that the Fed may soon have to change its
current monetary policy, narrow its balance sheet, and gradually raise interest
rates. This move will certainly cause the US stock market to wobble because
the market's momentum is supported mainly by cheap money from the Fed's
easing policy since the outbreak of the COVID-19 pandemic and even since the
2008-2009 global financial crisis. (The Fed has never succeeded in normalizing
monetary policy, even when the QE packages ended, and the Fed Fund Rate
was gradually increased in the period 2015- 2019).

Emerging financial markets, including Vietnam's stock market, benefited from
the weakening trend of the USD in 2Q amid worsening double deficit in the US
(Figure 24). This is the factor that should support the USD depreciation in the
long term. However, the above trend is likely to reverse when the US economy
rebounds after the pandemic, inflation escalates, and the Fed may send signals
to accelerate interest rate hikes and gradually reduce asset buying to help the
USD appreciate.

Fig 24. US - Double deficit and DXY
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Fed officials have many views on
rate hikes in 2022

Source: Bloomberg, KB Securities Vietnam

The Fed maintained the view that the current inflation is only transitory and will
soon decrease when the supply recovers, capital skyrockets (demand is also
expected to decline when the Government support packages fade away and
pent-up demand is released). Even so, the dot plot (Figure 27) shows that there
is more than one view within the US Federal Open Market Committee (FOMC)
about accelerating rate hikes in 2022. Bloomberg News (Figure 28) also shows
that 78% of economists think the Fed will officially discuss reducing its monthly
asset purchase program at one of its meetings in the last six months of 2021.

11
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Fig 25. Central banks - Total assets in the balance sheets
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In the scenario that inflation does not decrease in the coming months, the

signals of raising interest rates and reducing the monthly asset purchase would

be clearer. This is a factor that needs to be closely monitored as it may have

strong bad impacts on Vietnam's stock market. A strong dollar is not a

favorable environment for emerging markets, including Vietnam, which has

been observed in the past.

Fig 26. US - Unemployment rate (SA)
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Fig 27. Fed - Dot plot

Source: Bloomberg, KB Securities Vietnam

Fig 28. Fed - Reasonable time for discussion on asset buying
change
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The divestment and equitization
activities should made a big
progress from the end of 2021
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4. Divestment & equitization

It can be seen from the past that divestment and equitization activities often
have a positive impact on stock prices (Figure 29). Notably, the wave of
divestment and equitization was one of the important driving forces for the
market in the period of 2017 and early 2018.

Fig 29. Vietnam - Stock prices of some divested companies
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We expect the divestment and equitization activities to be accelerated from the
end of 2021, based on: i) vibrant stock market with heavy trading volumes and
abundant cash flow; ii) solved legal bottlenecks when the Prime Minister issued
the Circular 36/2021/TT-BTC on July 10, 2021, quiding the use and
management of state capital investment in enterprises; and iii) the urgent need
to ensure the revenue to be paid to the State budget in 2021 (VND40,000
billion, while the total amount of money collected and remitted to the fund in
the first five months of 2021 was only VND228 billion).

Some large equitization and divestment deals with strong impacts on the
market may take place in the near future, including the equitization of Agribank
(AGR) and Mobifone and divestment of Sabeco (SAB), Bao Minh Insurance
(BMI), Vietnam National Textile & Garment (VGT) and Tien Phong Plastic (NTP).

13
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Fig 30. Vietnam - Divestment & equitization in 2016-5M21
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Fig 31. Vietnam - Divestment value in 2016-5M21
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V. Investment & model portfolio

Table 3. Vietnam - Investment points in 3Q21

Investment points

Beneficiaries

Low interest rate, high economic growth

Banks
Real estate

The relocation of production base to Vietnam and
rebounding global economy thanks to vaccine rollout

Industrial parks
Container ports
Fishery

Rising commodity prices

Oil & gas
Steel

Stable growth

IT
Power

Source: KB Securities Vietnam

No.

Ticker

Date of
recom. price

Target

Investment points

| c16

| [11/0521 | |52,100 |

- Capital increase in 2021-2025 of Vietinbank (CTG) will be a
driving force for long-term growth, thereby improving CAR,
increasing credit growth limits, expanding fields, and improving
business performance.

- CTG signed a bancassurance contract with Manulife in 16-year
term, which will significantly contribute to Non-NII growth in 2021
with upfront and annual transaction fees.

| FPT

| | 03/06/21 | | 104,200 |

- FPT Group (FPT) made a strategic investment in Base.vn,
opening the prospect of promoting the domestic digital
transformation segment. Base.vn is a comprehensive business
management platform, focusing on three main directions: (1)
work and project management; (2) smooth and transparent
information system foundation; and (3) management strategy &
human resource development.

- FPT 2021E guidance: earnings of VND6,210 billion (up 18% YoY)
on revenue of VND34,720 billion (up 16.4% YoY), which is quite
similar to the growth every year.

- Shareholders approved the plan to pay VND2,000 cash
dividends and stock dividend at the rate of 15% for 2020.
Besides, Management plans to maintain the cash dividend payout
ratio for 2021 performance.

\ GDT

\ |14/5/2021\ |68,7OO |

- Consumption demand increased sharply, especially in export
markets. Duc Thanh Wood (GDT) also expects to expand the
market share in the US. Total orders as of April was valued at
USD12 million, or 70% of the full year target.

- The company expands production scale through the acquisition
of factories (bought 14,000m? project in Tan Uyen, Binh Duong in
4Q20). This helps GDT save construction time and keep up with
new orders more easily.

- GDT offers an attractive cash dividend payout rate.
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| | 15/6/2021 | | 34,700
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- Danang Rubber (DRC) posted VND100 billion in 2Q earnings,
doubling the same period.

- DRC benefits from the US-China trade war which made it
difficult for Chinese tires to access the US market.

- Phase 1 of the Radial factory is depreciated, raising 2021 profit.
- Full-capacity operated factory and potential for growth
encourage DRC to raise the production capacity of Radial tires
from 600,000 tires/year to 1,000,000/year.

| SGP

| [ 10/06/21 | | 26600

- Saigon Port’s (SGP) 4M21 throughput reached 4.12 million tons
up 27% YoY. Besides, the two associated ports SP-PSA and SSIT
also had positive results with throughput up 42% YoY and 17%

s

YoY respectively.

- Itis expected that the business will continue to maintain its
growth momentum in the coming quarters as the stable
operation of Hiep Phuoc port and efficient operation of member
ports, and import and export demand would ensure high cargo
throughput. Furthermore, Vietnam's major trading partners such
as the US and EU gradually reopened thanks to COVID-19
vaccine rollout globally, while the prices of container handling
services are climbing. The company's main goods through the
port, including steel and fertilizer, are both products with strong
growth in consumption and export volume.

- Profit in 2021 is estimated to grow 38% YoY to VND317 billion.

| vPB

| | 24/6/21

| | 76,800 |

- At the end of April 2021, Vietnam Prosperity Bank (VPB)
officially sold 49% shares in FE Credit to SMBC Consumer Finance
Company, a subsidiary of SMBC Group. The value of FE Credit at
the time was valued at USD2.8 billion, making VPB likely to have
collected about USD1.4 billion, creating a large source of capital
to operate in the coming years.

- The move to reduce foreign max ownership to 15% are
considered as a step to pave the wave to a strategic shareholder
by the end of 2021.

- Pre-tax earnings in 2021 are estimated to rise by 38% YoY to
VND17,800 billion.

| AST

| | 29/6/21

| | 68900 |

- Taseco Air Services (AST) is expanding its airline network
nationwide, helping to increase the development potential of the
whole industry in the long term. The growth rate of passenger
transport should be 7.5-8.5%/year in 2021-2030 and 4.2~
5%/year in 2031-2050.

- Passenger traffic is forecast to recover strongly after the
international routes reopened after pandemic, given: i)
accelerated vaccination in many countries; ii) the application of
the “vaccine passport”; and iii) policies and incentives to boost
tourism demand again.

| GAS

| | 31/5/21

| | 207,800 |

- PV Gas’s (GAS) LNG segment has a great potential from limited
domestic gas supply amid high power demand. GAS is the main
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investor of 9 out of 14 LNG terminals in the coming years.
According to GAS, the Thi Vai LNG project has exceeded the
construction schedule and may start operating in 2022.

- GAS' dry gas consumption prospect will be more positive from
2Q21 and exceed the company's plan, based on: i) recovering
economic growth, and ii) fading effects of the /g Lina. Besides,
the uptrend of Brent oil prices in 2021 is also a big advantage for
dry gas profit growth.

- 2021 earnings are estimated at VND5,295 billion, up 31% YoY.

9

| TCB

| [ 13/0521 | | 58000 |

- Techcombank (TCB) performed well in 1Q with in 1Q21 with
pretax earnings up 76.8% YoY on revenue up 46.2% YoY.

- Asset quality improved strongly with the lowest NPL ratio in the
industry and NPL coverage ratio rose to 219%, reinforcing the
ability to hedge against market volatility.

- CASA is expected to continue to improve thanks to its good
technology platform and competitive customer acquisition
strategy, which is the driving force to improve capital costs.

10

| P18

| [ 25/06/21 | | 112,900 |

- Phu Tai JSC (PTB) has potential wood segment thanks to: i)
strong demand in the US market; ii) rising imported wood prices
in the US; and iii) benefits from the US-China trade war.

- The company expands its production scale through Phu Cat
project. PTB hopes to complete phase 1 and 2 of Phu Cat
furniture wood processing factory in this year to raise the total
capacity to 26% Yoy.

- Phu Tai residence project was built from 2019 in Quy Nhon,
Binh Dinh province. We expect it to gain VND1,112 billion in
revenue and VND192.5 billion in profit between 2021 and 2022.
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Outlook: Positive
Tickers: VHM, KDH, NLG,
DXG

Real estate

Ho Chi Minh City real estate market saw a remarkable recovery in 1Q thanks to
new legal guidelines on implementing investment procedures. Total sales
increased by 12.7%Q0oQ, selling prices remained stable QoQ, up 7.0%YoY.
Meanwhile, apartment sales in Hanoi decreased by 12.6%QoQ.

The market in Hanoi surrounding provinces also become less active due to the
pandemic, the number of presold projects decreased, while in the Southern
region, the demand to buy houses has grown strongly, reflected through the
45%QoQ rise in the number of sold apartments in 1Q. Many of that come from
large urban or coastal provinces whose developed transportation routes to Ho
Chi Minh City such as Dong Nai and Ba Ria-Vung Tau.

The fourth wave of the COVID-19 is strong and hit hard on the real estate
market and the buyers’ income. The good news is the pandemic has been
controlled quite well in Hanoi and neighbor provinces. However, house prices
are still in an uptrend owing to higher prices of construction materials which
account for a large proportion of total construction costs.

Investment highlights for the real estate industry in the last six months of 2021
are: i) Expedited public investment in large projects such as North-South
expressway, Long Thanh airport, and roads connecting Ho Chi Minh City with
other cities. Surrounding provinces and cities; ii) information on suburban
projects that boosts real estate investment demand; and iii) low interest rates
that boost demand for loans to buy houses or invest in real estate in 2021.

Businesses with large clean land bank with full legal status and safe financial
structure, positive sales progress are investment opportunities when the market
is more stable after the COVID-19. Some of them are Vinhomes (VHM), Khang
Dien House (KDH), Nam Long Group (NLG) and Dat Xanh Group (DXG).
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Outlook: Positive

Industrial Tickers: KBC, VGC, PHR,
parks e

The COVID-19 slowed down FDI inflows in 2020 and the first two months of
2021. The impacts of Coronavirus fourth wave in Vietnam are stronger than the
previous wave, which adversely affected some industrial parks in Bac Giang and
Bac Ninh provinces. However, the industry starts showing improvements when:
i) the pandemic in the two provinces has been insulated; ii) FDI inflows returned
since March. Total registered FDI capital in 1H21 reached USD15.3 billion, down
slightly by 2.6% YoY. Newly registered FDI capital was USD9.5 billion, up 13.2%
YoY, and disbursed FDI was USD9.2 billion, up 6.8% YoY. We expect FDI inflows
will continue to recover when Vietnam keep the virus spread under control, and
commercial flights resume thanks to worldwide vaccination.

In the medium-term, Vietnamese industrial parks can benefit from FTAs and the
relocation of production bases from China. Accordingly, the demand for
industrial land and ready-built factories increases. Localities are also actively
promoting the expansion of industrial parks to catch the investment wave. In
addition, promoting public investment to help increase connectivity between
regions, connecting Vietnam with the world is also a factor attracting FDI in the
future.

Some industrial parks to consider are Viglacera (VGC), Kinh Bac City (KBC),
Phuoc Hoa Rubber (PHR), Nam Tan Uyen (NTC) and IDICO Corp (IDC). These are
enterprises with large commercial land bank, located in key provinces of
production satellites around Hanoi and Ho Chi Minh City.
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Outlook: Positive
Tickers: HND, NT2, SJD,
TMP, QTP

Power

The Coronavirus outbreak since last April affected the business operations of
many industrial parks, which also had impacts on power consumption. The total
output of the whole system in 5M21 is estimated at 103.9 billion kWh (+7%
YoY), which is 8-10% lower than our forecast. We believe that the pandemic
will be halted in 3Q and power consumption growth in the whole system will
grow again.

Investment highlights for the power sector in 3Q include: i) La Nina weakens
with a probability of only 50%, but the coming rainy season will help
hydropower plants like Buon Don Hydropower (BSA), Gia Lai Hydropower
(GHC), Nam Mu Hydropower (HJS), Nuoc Trong Hydro-Power (NTH), Se San 4A
Hydro Power (S4A) and Song Ba Ha Hydro Power (SBH) to ensure water flow to
the reservoirs, which will serve electricity production; i) wind power plants
energized before November 1, 2021 will benefit from high electricity prices with
inland electricity prices of VND1,927/kWh, sea wind power at VND2,223/kWh.
PC1 will energize three wind power projects including Lien Lap, Phong Huy and
Phong Nguyen in 4Q21, and Gialai Electricity (GEG) also has three 130 MW wind
power projects that will operate at the same time; and iii) many power plants
are reducing most of their debts, which will improve interest expenses and
business results. After paying off the debt, the cash flow for equity of
enterprises will be very large and will likely increase the ability to pay cash
dividends - Pha Lai Thermal Power (PPC), Nhon Trach 2 Thermal Power (NT2),
Hai Phong Thermal Power (HND), Quang Ninh Thermal Power (QTP) and PV
Power (POW).
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Outlook: Positive
Port

Tickers: GMD, HAH
containers

The total cargo throughput increased 18.4% YoY globally and up 24.5% YoY
domestically in the first five months of the year. We expect the CAGR of 9% per
year to be maintained in the next five years, based on: i) the growth in import
and export turnover was maintained at 10-12%; ii) FDI inflows continue to flow
into Vietnam; iii) impacts of FTAs; and iv) shifting global supply chain.

5M21 tonnage docked at Hai Phong port cluster rose 7.4% YoY, the number of
ship arrivals increased by 5.7% YoY when import and export turnover climbed
33.7%. Nam Dinh Vu has the moist impressive growth with a total tonnage up
126.5%, while the tonnage growth in Lach Huyen Port slowed down to only
3.2% YoY as it has been running out of capacity for terminals 1 and 2.

Hai Phong Port JSC held a ceremony on May 12, 2021 to kick off the project of
building terminals 3 and 4 at Lach Huyen deep-water port cluster which should
start construction in early 2022. Besides, the Management of the Maritime
Administration submitted a proposal for a project to build a traffic route
connecting terminals no. 3, 4, 5 and 6 of Lach Huyen port, with a total
investment of VND614 billion. This would improve the quality of infrastructure
and transportation time of ports in the region.

In the first five months of the year, the throughput in Cai Mep Thi Vai port
cluster went up 33% YoY. The connecting infrastructure in Cai Mep - Thi Vai
port cluster is gradually built, and the Phuoc An bridge connecting Cai Mep -
Thi Vai port with the Southern highway with an investment capital of VND5,000
billion was approved. The Bien Hoa - Vung Tau expressway investment plan was
also approved with 2 phases worth VND23,693 billion. More developed
infrastructure made Cai Mep-Thi Vai a much more attractive port cluster.

Gemalink Port started operating from 1Q, and Gemadept (GMD) expects to fill
its capacity in early 2022, and deploy Gemalink phase 2 (+900,000 TEUs),
bringing total capacity to 2,400,000 TEUs per year. The investment capital may
reach VND1,700 billion.
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IT Outlook: Positive
Tickers: FPT, CMG

Software outsourcing grew well in 5SM21, supported by a surge in the number of
new orders and a recovery in demand from foreign customers after the COVID-
19 was controlled. Meanwhile, local businesses are taking stronger steps to
develop digital transformation domestically, which must mention FPT's
purchase of Base.vn.

Software outsourcing is a potential segment because: i) it gets high global
demand (It does not require a high amount of gray matter, but a large number
of employees. Currently, there is a shortage of personnel in all countries); and
i) the labor cost of software engineers in Vietnam is low compared to other
countries, which is a great competitive advantage.

It is expected that the gross profit margin of the software outsourcing segment
will improve in the medium term thanks to: i) trusting international partners,
many contracts with higher gray matter and added value; and ii) increasing
need for digital transformation of domestic enterprises.

Labor cost is a big potential risk. According to TopDev's statistics, the demand
for IT recruitment increased sharply in 1H21, especially for high-end IT positions
(up 60% YoY). This should raise income level, putting pressure on the cost
control of enterprises.

Broadband internet segment still maintains a good growth despite the COVID-
19 pandemic. By the end of April 2021, the total number of fixed broadband
subscribers reached 17,716 million, up 4.2% Ytd and 13.9% YoY. 4M21 FTTH
subscribers reached 1,045 thousand, up 30.8% YoY. KBSV expects subscriber
growth to maintain thanks to: i) increasing demand for network use when
people stay at home, adhering to the social distancing protocols; and ii) Euro
2021 season which raises the demand for television network installation.
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Outlook: Positive
Tickers: TCB, CTG, VPB,
ACB, VCB

Banks

Credit growth in the first five months of the year reached 4.67%, up 2% YoY.
1Q21 credit and deposit growth in 15 listed banks reached 3.0% YTD and 1.1%
YTD respectively, closely following the growth expectation of 12-14% in 2021.

Although the average output interest rate in 1Q21 reached 7.16%, down 30 bps
QoQ, the average input interest rate decreased more sharply by 69 bps QoQ to
3.59% as the decrease in deposit interest rate and CASA (down 42 bps QoQ)
helped NIM rise 36 bps QoQ to 3.80%. Techcombank (TCB) achieved the best
NIM improvement, up 96 bps QoQ, SOEs maintained a good increase, while
Sacombank (STB), Saigon Hanoi Commercial Bank (SHB) and HCM
Development Bank (HDB witnessed a downward NIM.

1Q21 non-performing loan (NPL) ratio of the whole system inched up to 1.40%
(+6 bps QoQ), group 2 debt reached 1.12% (+13 bps QoQ). NPL coverage ratio
reached 113.9%, up 480 bps QoQ. Vietcombank (VCB), VietinBank (CTG) and
Techcombank (TCB) had 150% higher provision. The pressure on provisioning in
2021 will reduce as the Circular 01/2020/TT-NHNN is being revised.

Capitalization challenges remain as new NPLs arising from COVID-exposed
customers will increase the value of risky assets. This will pose more
capitalization challenges for banks and accelerate the need to raise capital in
2021, especially banks with CAR below 10%.

Banks that have good fundamentals, made large provisions and have many
investment highlights such as listing changes and extra income in 2021 are
investment opportunities: VCB, TCB, CTG, ACB and VPB.
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Outlook: Neutral
Tickers: MWG, PNJ

Retailing

The resurgence of the COVID-19 pandemic hit commercial and service
activities in May 2021. Retail sales of consumer goods and services in May
decreased by 3.1% MoM and 1% YoY. 5M21 sales reached VNDZ2.09 million
billion, up 7.6% YoT. Retailing sales should see a further decline in June amid
complicated developments of the pandemic.

The Coronavirus impacts in 3Q are quite unpredictable. However, we see the
trend of e-commerce and online sales is increasing thanks to social distancing,
which may partly change consumption habits from offline to online. We believe
that leading retailers like Mobileworld (MWG) and Phu Nhuan Jewelry (PNJ) are
capable of implementing e-commerce and selling online effectively. MWG’s
5M21 earnings are VND2.2 trillion, +26% YoY on revenue of VND51.8 trillion,
+9% YoY. About one-fourth of TGDD/DMX stores were in the pandemic-
affected area in May, but profit and revenue of the company still grew by 26%
and 10% YoY. PNJ's May earnings are VND59 billion, +59% YoY on revenue of
VND1,593 billion, +57% YoY. Despite the pandemic, PNJ's retail channel still
rose 51% YoY in May. The company successfully deployed an online sales
channel and delivered products within four hours. We believe that the two
leaders would maintain stable growth in 3Q.
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Outlook: Positive
Tickers: FMC, VHC

Fishery

Vietnam's shrimp export value reached USD1.34 billion (+14% YoY) in the first
five months of 2021, and should recover by 10% in 3Q thanks to increasing
market share in China and the US while the main competitors of Vietnam (India
and Ecuador) are still experiencing supply disruptions due to the pandemic.

5M21 pangasius export turnover rose 12% YoY to USD623 million mainly thanks
to the strong growth in the US market (+136% in April and +200% in May).
Vietnam's pangasius exports are expected to maintain a growth momentum of
over 10% in 3Q, given: i) benefits from FTAs in the US, EU, and CPTPP markets;
and ii) surging demand in key export markets after the pandemic.

According to VASEP, fishery exports are expected to accelerate from March
2021 because businesses have prepared well in terms of supply. In addition,
Vietnam's fishery consumption markets are gradually reopening with the
support of the COVID-19 vaccine programs. Tariff barriers for Vietnamese
seafood have also been removed when FTAs come into effect and pressure
from anti-dumping duties is eased this year.
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o Outlook: Positive
Oll & gas Tickers: GAS, PVS, PVT

2Q Brent oil prices maintained its recovery momentum because: i) OPEC+
countries continued the production cut plan of 5.8 million barrels per day until
July and may adjust production output to sustain oil prices amid economic
recovery in the coming months (even if Iran sanctions are lifted); and ii) the
world economy should recover as global vaccination programs are proceeding
as planned. KBSV maintains the view that Brent oil prices in 3Q will likely reach
above USD70 per barrel as rebounding economy would help daily activities and
oil demand go back to normal.

We maintain the view that PV Gas (GAS) is the leading stock in the oil and gas
industry when Vietnam is shifting to using natural gas and imported LNG to
meet the shortage of electricity. GAS's earnings for 2021 should recover as gas
prices benefit from world oil prices (assumed being raised to USD60 per barrel
vs USD41 per barrel in 2020).

Petrolimex (PLX) should continue to rebound as the demand and pump prices in
1Q was quite positive, and there are regulations on reducing the number of
inventory days from 30 to 20 days.

Binh Son Refinery (BSR) finished its overhaul at the end of 2020 and recorded
positive revenue in 1Q21 thanks to the strong recovery of oil prices and Crack
spread in gasoline products.

PV Transportation (PVT) also expects to grow well until the end of the year,
underpinned by the recovery of major consumers. Furthermore, PVT bought
two VLGC ships in 3Q21, which will raise the company's profit margin.

For two upstream companies PV Drilling (PVD) & PV Technical Services (PVS)
have a brighter outlook when oil prices stay high at USD55 (the breakeven
point of the industry in the region). Although PVD’s 1Q21 results are not very
impressive, the increasing demand will help the performance and rental price of
PVD's jack-up rigs rebound. PVS is in the process of bidding for EPC projects,
which also boosts earnings from FPSO/FSO joint ventures.
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