
VN EL NEWS™
Published by the TCK Group Ltd

HOT
www.TCKGroup.org

Suite 807, 18T2, Trung Hoa Nhan Chinh, Hanoi, Vietnam
Tel/Fax: (844) 2510 817  Mobile (84) 913 059 902

DAY ONE - Wednesday March 15th 2006

The Forum was opened by Deputy Prime Minister Mr. Vu Khoan, who welcomed the delegates to a Vietnam and outlined Vietnam's invest-
ment needs, US$140 billion over the next five years, of which it hoped that US$25 billion will come from Foreign Direct Investment (FDI).  He 
highlighted the changes that have already been made to the legal framework and quoted the Unified Enterprises Law and Common Invest-
ment Law, which come into effect on July 1st, as being a major step forwards.  This viewpoint was echoed by many foreign speakers and fund 
managers.  

The Unified Enterprise Law assures that state-owned enterprises (SOE) fall within the scope of the Unified Enterprise Law and transform 
themselves to fall under the law and can no longer enjoy special privileges, which is something that international investors had been demand-
ing for some time.   In the future, the law will only recognize four types of businesses: liability limited companies, joint-stock firms, partnerships 
and private enterprises.  Abolition of the present restrictions on ownership that a foreign investor can hold in a Vietnamese company are also 
introduced.  At present, a foreign investor can hold only up to 30% of a listed firm, but that cap will be abolished and foreign investors will only 
need to register for business operations in Vietnam rather than applying for a license. They also have the right to increase investment or 
expand scope of operations without seeking permission.
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The New Enterprise Law stipulates that all businesses have the right to do business and invest in all sectors and areas that are not prohibited 
by law. They also may choose or change their forms of investment and a universal business registration system will be applied.  Foreign and 
domestic companies will be treated the same.  With the new laws, the government hopes to put its relationship with businesses, domestic 
and international, on a new, improved footing. The government's main functions will be to encourage, guide and assist businesses, while 
respecting their rights to internal corporate management rules, agreements and decisions.

Mr Vu Khoan said, that "Vietnam was moving from a low-income economy to a middle-income economy".  The same phrase was echoed by 
the President of Vietnam, Mr Tran Duc Luong, when he met with the organizers at the Presidential Palace.

Next up was Mr. Tony Schale, CEO of Euromoney Conferences, who was clearly surprised at the attendance and announced that his com-
pany had already made the decision to make the Forum one of their annual events.  

He went on to say that there was unprecedented investor interest in Vietnam, across all asset classes.  The debut sovereign bond issued last 
October made a loud and compelling statement.  Much awaited and long expected, the 10-year transaction did not disappoint.  A planned 
US$500 million deal attracted US$4.5 billion worth or orders, was increased to US$750 million and priced to yield 7.125%.  That placed 
Ba3/BB rated Vietnam, well inside the secondary market levels of higher rated Indonesia and the Philippines.

The January initial public offering of Vinamilk was of similar importance and impact in the equity market, adding US$513 million to market 
capitalization to the VN Index and taking its total value to over US$1.1 billion.  The size and scope of that deal captured global attention.

He reminded everyone that GDP growth has averaged 7.4% since 2000.  He commented that importantly the Government's continued com-
mitment to reform, infrastructure development and enlightened market deregulation have persuaded even the most hardened cynics in the 
investment community that, as one investment bank recently put it in a piece of research entitled "Buy Vietnam" - "Vietnam is beginning to 
deliver on a decade of promise".

Mr. Michael Smith, President and CEO of HSBC Asia Pacific followed and said, "Vietnam, rightly so, is considered to be one of the great 
untapped markets"; "that competition for capital is becoming more intense and that Vietnam will continue to be one of the most dynamic 
economies, with or without WTO membership".

Mr. Robert Edgar, Senior Managing Director of the ANZ Bank said, "Today, Vietnam is one of the fastest growing regions of the world."  He 
went on to say that, "Investment in hotels and services over the next ten years will be imperative, to keep up with demand".
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Mr. Vo Hong Phuc, Minister of Planning & Investment, said "We will ensure a good legal framework to encourage the market economy, 
we will continued to build the legal framework that is needed.  He went on to say that once Vietnam joins WTO, there will be more opportuni-
ties for both domestic and overseas investors to take part in power; energy; ports; transportation; urban infrastructure; real estate; education 
and health care projects.

Mr John Shrimpton, Co-Founder of Dragon Capital said, “There is unprecedented investor interest, enquires to their office had gone from 
one a month during last year, to three an hour in this year”.

Mr Nguyen Bich Dat, Vice Minister of Planning & Investment, said “We are not just looking at the quantity of FDI but also at the quality”.

Mr. Alain Cany, President and CEO of HSBC Vietnam said, “ The recent raising by  Moody's Investor Services, of Vietnam's sovereign credit 
rating for the first time in seven years - to Ba3 from B1 - citing the country's improving external performance since a bilateral trade agreement 
with the US took effect in December 2001 – was excellent encouragement to investors”.  The move reverses a July 1998 downgrade, when 
concerns about stalling economic reforms and slowing foreign currency inflows prompted the agency to reduce Vietnam's sovereign rating to 
B1 from Ba3.  He also mentioned that, “the recent statement by Merrill Lynch that Vietnam offers investors some of the best potential returns 
in the region, was extremely positive”.
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DAY TWO - Thursday March 16th 2006

Mr. Tony Schale, CEO of Euromoney Conferences opened the day by commenting again on the attendance, "1,300 attendees from 22 
countries".  The sessions involved the finance and banking sectors.  The was much panel discussion about the capital markets.

Mr. Nguyen Sinh Hung, the Minister of Finance was the next speaker.  He spoke of 27% growth in the private sector and referred to it as 
the most important sector.  He said that Vietnam is open to all investors, in order to turn opportunities into reality.

Mr. Liqun Jin, Vice-President of the Asian Development Bank mentioned that Vietnam's biggest challenge to compete in the global environ-
ment, was the issue of reforming Public Administration.  He went on to say that "there was strong investor confidence in Vietnam's future, that 
it has one of the fastest growth potential in the world and that Vietnam's performance to date has been remarkable.  The challenges ahead 
are formidable but manageable if the Government continues the excellent reforms that it has started."

Mr. Nguyen Hoa Binh, Chairman of the Vietcombank, highlighted that Vietnam had experienced a high growth rate for the past ten consecu-
tive years but noted that, "We do not have enough knowledge, experience and skills.  We are strict and lack flexibility in management, thus 
assistance in applying management mechanisms is very important..  We need to change to banking management structure, select suitable 
foreign partners and learn from their experience, skills, attitudes and technology, in order to improve".

In the first panel discussion, Ms Julie Hunter, Head of Debt capital Markets for the ANZ Bank, said "International investors will require a local 
rating system/infrastructure to know more about  the viability of Vietnamese companies and markets.  Interestingly, they are investing already 
without that being in place".

Mr. Dominic Scriven, Co-Founder of Dragon Capital, said "Government debt is the key to the future, it needs improvement technically, not 
in policy".  Asked where investors should put their money, he said "One of the most exciting areas is the equitisation (privatization) 
programme.  Less than 10% of state assets have been equitised and the stock market is a critical tool for evaluating Vietnamese assets, i.e. 
finding out what the market will pay in reality.  Investing here is not short-term, but long term.  It needs patience and determination, with a little 
luck.  The largest obstacle that the Government faces, is overcoming the lack of understanding about how progress should happen and be 
encouraged, throughout the Government.  It's not good enough that a handful of leaders understand but those below them need to under-
stand and be able to carry out the plan".

Mr. Bradley Lalonde, CEO of the BIDV-Vietnam Partners Investment Management (BVIM) Joint Venture, said "Capital markets, what's 
missing is more activity and that's why we are all here.  The time is right for all types of capital investment.  Now is a good time to be in Viet-
nam, looking for opportunities".
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Mr. Tran Bac Ha, General Director of the Bank for Investment & Development of Vietnam (BDIV) clearly understand how to participate in 
such events because his staff were strategically placed in the audience, handing out English copies of his statement.  He commented that, 
FDI in the financial and banking industry is still modest and accounted for only 2.3% of the total implemented amount.  The decision in Sep-
tember 2005 to allow foreign businesses' to hold 49% of a Vietnamese company, instead of 30%, has helped to grab foreign investors atten-
tion."  Note: Banking is one of the exempted sectors, where foreign investors can only acquire a maximum of 30%.

Dr. Phung Khac Ka, Deputy Governor of the State Bank gave a snapshot of foreign involvement in the banking sector - 28 branches of 
foreign banks are operating in Vietnam and 3 foreign banks have bought shares in Vietnamese Commercial banks.  He went on to say that 
there is a lot of interest by foreign banks in acquiring a stake in the sector but that the decision on which partner to go with, will depend not 
just on the capital injection but also in the contribution made in human resources, technology and management mechanisms".

CONCLUSION

This was an excellent opportunity for Vietnam to showcase itself and with not only a large quantity of foreign investors but also a high-level 
of quality investors; the local speakers did a good job.  The foreigners, who are based in Vietnam that spoke, also did a good job of presenting 
Vietnam in a positive and realistic light but also warning of the potential shortfalls.  It is hoped that Vietnam has learnt from previous mistakes 
and that the openness currently being displayed amongst Vietnamese officials, does continue and that the arrogance of the mid-90's does 
not return.

Speaking with a number of visitors, some of whom were here for the first time, I sensed a real desire to participate in the opportunities which 
everyone can see.  However, they find it difficult to access timely and reliable information and they showed strong interest in subscribing to 
our FREE Newsletter and also in our Representative Officer service.

Well done Vietnam and well done to the organizers.  I look forward to being there next year. 
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