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Trade tensions are here to stay
Despite the recent announcement of low-level trade talks between the
US and China, a “slow-burn” trade war is likely to persist. Following
the Trump administration’s first wave of tariffs against US$34bn worth
of Chinese goods in July, China immediately responded with a similar
scale of tariffs targeting US imports. A tit-for-tat ensued with the US
extending tariffs to US$50bn worth of Chinese goods (with the
additional US$16bn due to take effect by the end of this month), China
threatening to match the US escalation and, finally, President Trump’s
threats to target up to US$200bn worth of Chinese imports.
China just announced that it intends to resume negotiations with the
US later this month, boosting market sentiment and vastly reducing
the likelihood of further escalation. But, even if President Trump’s
threats to extend tariffs to US$200bn worth of Chinese imports do not
materialize, a breakthrough agreement might not be on the anvil just
yet because these are low-level talks and several thorny issues such
as alleged Chinese theft of US intellectual property are beyond the
realm of the Chinese commerce ministry to resolve.
Also, the two governments ended June talks without an agreement so
there is a precedent of failed negotiations. With China unlikely to
concede too much ground – partly to avoid “loss of face” – the Trump
administration might not be satisfied enough to retract tariffs anytime
soon. Furthermore, the Trump administration can easily point to
evidence that their “hard-ball” tactics are working with China – the
stock market there has tanked, the Yuan is treading water and capital
investment is starting to tangibly slow. With the US economy still
strong and China clearly showing signs of weakness, we expect the
US to crank up the pressure and try to eke out big concessions,
something which China can ill-afford for reasons both political and
economic.
A new period of heightened uncertainty
Based on the Global Economic Policy Uncertainty Index (GEPU
Index), the world has entered a new period of heightened uncertainty,
following on the heels of Brexit and the 2016 US Election.
As shown in Figure 1 below, global equity markets usually fall in
tandem with a rising GEPU Index and rise very soon after the GEPU
index peaks.
If we assume that the recent global market correction reflected
heightened trade tensions, we can hope for a sharp re-rating of
company valuations when the trade storm is over. For all we know,
President Trump may change his trade policy after the US mid-term
election in November 2018 or once there is clear evidence that the
tariffs are starting to pinch US consumers’ wallets. But we think a total
roll-back of protectionist measures is unlikely.
Look closely at the recent market correction and you will see that it is
just a minor blip in the context of past macro uncertainty-driven market
dislocations. Even with a Turkish economic crisis coinciding with the
specter of a full-blown Sino-US trade war, the market correction has
been relatively mild. This might well be due to the fact that this
particular spike in uncertainty has coincided with unusually strong
economic data coming out of the US and the tail-end of a boom in
technology stocks in the US. With US growth possibly being driven by
the one-time impact of tax reform, a slowdown is widely expected.
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Once the market realizes that the US economy is losing steam, you
might see the impact of trade war-related uncertainties bearing down
on equity valuations. In summary, another market correction could well
be on the cards unless the new round of Sino-US negotiations
produces a breakthrough.
Figure 1: Global Economic Policy Uncertainty versus Equity Markets (monthly)
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Global Economic Policy Uncertainty Index:
To measure policy-related economic uncertainty, PolicyUncertainty.com constructs an index from three types of underlying components.
One component quantifies newspaper coverage of policy-related economic uncertainty. A second component reflects the number of
government tax code provisions globally, that are set to.expire in future years. The third component uses disagreement among economic
forecasters as a proxy for uncertainty.
Source: VNDIRECT

What does a “slow burn” trade war mean for Vietnam?
Vietnam, as an open economy with an import-export turnover almost
double that of GDP (2017), will be unable to avoid the fall-out from
these global trade tensions.
Figure 2: Vietnam export value to GDP 2007-2017 (%)
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Figure 4: Estimated effect of trade war on
Vietnam GDP (only accounts for the first wave
of US tariffs on U$34bn of Chinese goods)
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At a recent summit, the National Center for Socio-Economic
Information and Forecast (NCIF) analysed the effects of a US-China
trade war on Vietnam. According to NCIF, Vietnam’s GDP could be
lowered by only 0.03% versus base case forecasts in 2018 (equivalent
to US$60m in terms of absolute output) when the first wave of tariffs
becomes effective but this figure will increase to 0.12% per year in
2020-2021. Even if we doubt the validity of this forecast, Vietnam's
international trade will be tangibly impacted over 2020-2021.
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Figure 5: Estimated impact of first phase of tariffs (US$34bn) on GDP of select
countries (%)
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Selected sectors could actually benefit from the trade war.
Every cloud has a silver lining, and we see some potential
beneficiaries from this trade war. Here are some of the sectors that we
think could benefit:


Agriculture and fishery: China’s counter-slapping of tariffs
on US agricultural products may actually enable Vietnamese
competitors to penetrate China’s gigantic consumer market. It
would be a stretch to compare the quality of Vietnamese
produce with American produce, but with Vietnam’s
geographical advantage over the US, some Vietnamese
agricultural companies could capture the market space
previously occupied by US exporters to China.
Possible beneficiaries: IDI (BUY), VHC (Non-rated)



Industrial park developers: FDI flows into Vietnam should,
over time, accelerate as Chinese companies try to use
Vietnam as a backdoor to export to the US and, also, as
Korean, Japanese and other investors drop plans to expand
manufacturing capacity in China, in favour of Southeast Asia.
If this happens, Vietnam could see a surge in demand for
industrial park space. These names could also benefit from
VND devaluation versus the US dollar as IP leasing rates are
US dollar-denominated while the cost base for most industrial
park operators is almost entirely VND-denominated.
Possible beneficiaries: KBC, LHG, IDC



Logistics, Transportation & Port Operations: With a
possible increase in FDI, we can expect an increase in freight
flows throughout Vietnam. If more international companies
relocate their factories to Vietnam to avoid the fall-out from the
trade war, more goods will be imported and/or exported. This
will result in more demand for port services, logistic services
and transportation. But this is a longer-term trend as near-term
trade flows could be disrupted by continued trade tensions and
uncertainty.
Possible beneficiaries: GMD, SCS, NCT
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The effects of the US-China trade war are multi-faceted and yet to
be fully understood and quantified, so our suggestions may be
off-mark. Even though a continued US-China trade spat could make
Vietnam more attractive as an offshore manufacturing base in the
long-run, the near-term uncertainty created by trade tensions is
leading companies to delay their capital investments. This could
actually lead to a slowdown in FDI flows into Vietnam. We should also
not discount the possibility of an extension of US tariffs to include
Vietnam, particularly if Vietnam is used as a back-door by Chinese
companies to circumvent US trade barriers. With Vietnam already
being one of the top 10 trading partners with which the US runs a trade
deficit, it could well come into the cross-hairs of the Trump
administration. Prepare for a rocky ride.
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions
set forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any
failure to comply with these limitations may constitute a violation of law. This publication is being supplied to you strictly on the basis that it will
remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii)
redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of
CGS-CIMB or CIMB, as the case may be.
The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report.
VNDIRECT Securities Corporation may or may not issue regular reports on the subject matter of this report at any frequency and may cease
to do so or change the periodicity of reports at any time. None of VNDIRECT Securities Corporation, CGS-CIMB or CIMB is under any
obligation to update this report in the event of a material change to the information contained in this report. None of VNDIRECT Securities
Corporation, CGS-CIMB or CIMB has any and will accept any, obligation to (i) check or ensure that the contents of this report remain current,
reliable or relevant, (ii) ensure that the content of this report constitutes all the information a prospective investor may require, (iii) ensure the
adequacy, accuracy, completeness, reliability or fairness of any views, opinions and information, and accordingly, VNDIRECT Securities
Corporation, CGS-CIMB and CIMB and their respective affiliates and related persons including China Galaxy International Financial Holdings
Limited (“CGIFHL”) and CIMB Group Sdn. Bhd. (“CIMBG”) and their respective related corporations (and their respective directors, associates,
connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including but not limited to any
direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. In particular, VNDIRECT
Securities Corporation, CGS-CIMB and CIMB disclaim all responsibility and liability for the views and opinions set out in this report.
Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be
market data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any
other market. Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies),
information disseminated by regulatory information services, other publicly available information and information resulting from our research.
Whilst every effort is made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions
of opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of
the document in which they are contained and must not be construed as a representation that the matters referred to therein will occur. Past
performance is not a reliable indicator of future performance. The value of investments may go down as well as up and those investing may,
depending on the investments in question, lose more than the initial investment. No report shall constitute an offer or an invitation by or on
behalf of CGS-CIMB, CIMB, or VNDIRECT Securities Corporation, or their respective affiliates (including CGIFHL, CIMBG and their respective
related corporations) to any person to buy or sell any investments.
CGS-CIMB, CIMB and/or VNDIRECT Securities Corporation and/or their respective affiliates and related corporations (including CGIFHL,
CIMBG and their respective related corporations), their respective directors, associates, connected parties and/or employees may own or have
positions in securities of the company(ies) covered in this research report or any securities related thereto and may from time to time add to
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and may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such
company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report.
CGS-CIMB, CIMB and/or VNDIRECT Securities Corporation and/or their respective affiliates (including CGIFHL, CIMBG and their respective
related corporations) may enter into an agreement with the company(ies) covered in this report relating to the production of research reports.
CGS-CIMB, CIMB and/or VNDIRECT Securities Corporation may disclose the contents of this report to the company(ies) covered by it and
may have amended the contents of this report following such disclosure.
The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and
autonomously. No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific
recommendations(s) or view(s) in this report. The analyst(s) who prepared this research report is prohibited from receiving any compensation,
incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular
company. Information barriers and other arrangements may be established where necessary to prevent conflicts of interests arising. However,
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Malaysia: This report is distributed by CIMB solely for the benefit of and for the exclusive use of our clients. CIMB has no obligation to update,
revise or reaffirm its opinion or the information in this research reports after the date of this report.
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loss or damage arising from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available
to the recipient under Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any loss or damage arising
from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available to the recipient under
Section 27 of the FAA.
CIMBR, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have positions in
securities of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose of,
or may be materially interested in, any such securities. Further, CIMBR, its affiliates and its related corporations do and seek to do business
with the company(ies) covered in this research report and may from time to time act as market maker or have assumed an underwriting
commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or
seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well as
solicit such investment, advisory or other services from any entity mentioned in this report.
As of 20 August 2018,, CIMBR does not have a proprietary position in the recommended securities in this report.
CIMBR does not make a market on the securities mentioned in the report.
South Korea: This report is issued and distributed in South Korea by CIMB Securities Limited, Korea Branch (“CIMB Korea”) which is licensed
as a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. In South Korea,
this report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market Act of
Korea (“FSCMA”).
Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and
not personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting
any investment decision. This document does not constitute a public offering of securities.
CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services.
Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The
distribution of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments
described herein and may not be forwarded to the public in Sweden.
Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of
banks issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research).
Thailand: This report is issued and distributed by CIMB Securities (Thailand) Co. Ltd. (“CIMBT”) based upon sources believed to be reliable
(but their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after due
and careful consideration for use as information for investment. Such opinions are subject to change without notice and CIMBT has no
obligation to update its opinion or the information in this research report.
CIMBT may act or acts as Market Maker, and issuer and offerer of Derivative Warrants and Structured Note which may have the following
securities as its underlying securities. Investors should carefully read and study the details of the derivative warrants in the prospectus before
making investment decisions.
AAV, ADVANC, AMATA, ANAN, AOT, AP, BA, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEAUTY, BEC, BEM, BJC, BH, BIG, BLA, BLAND,
BPP, BTS, CBG, CENTEL, CHG, CK, CKP, COM7, CPALL, CPF, CPN, DELTA, DTAC, EA, EGCO, EPG, GFPT, GLOBAL, GLOW, GPSC,
GUNKUL, HMPRO, INTUCH, IRPC, ITD, IVL, KBANK, KCE, KKP, KTB, KTC, LH, LHBANK, LPN, MAJOR, MALEE, MEGA, MINT, MONO,
MTLS, PLANB, PSH, PTL, PTG, PTT, PTTEP, PTTGC, QH, RATCH, ROBINS, S, SAWAD, SCB, SCC, SCCC, SIRI, SPALI, SPRC, STEC,
STPI, SUPER, TASCO, TCAP, THAI, THANI, THCOM, TISCO, TKN, TMB, TOP, TPIPL, TRUE, TTA, TU, TVO, UNIQ, VGI, WHA, WORK.
Corporate Governance Report:
The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to
the policy of the Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed
on the Stock Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general
www.vndirect.com.vn
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public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information.
The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result
may be changed after that date. CIMBT does not confirm nor certify the accuracy of such survey result.
Score Range: 90 - 100
80 – 89
70 - 79
Below 70 or
No Survey Result
Description:
Excellent
Very Good
Good
N/A
United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant
licensing authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been
reviewed by, deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab
Emirates. This report is being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided
to any person other than the original recipient and may not be reproduced or used for any other purpose. Further, the information contained in
this report is not intended to lead to the sale of investments under any subscription agreement or the conclusion of any other contract of
whatsoever nature within the territory of the United Arab Emirates.
United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being
distributed by CIMB Securities (UK) Limited (“CIMB UK”). CIMB UK is authorized and regulated by the Financial Conduct Authority and its
registered office is at 27 Knightsbridge, London, SW1X7YB. The material distributed by CIMB UK has been prepared in accordance with CGSCIMB’s policies for managing conflicts of interest arising as a result of publication and distribution of this material. This material is for distribution
only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional clients of
CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets
Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c) fall within Article 49(2)(a) to (d) (“high net worth companies,
unincorporated associations etc”) of the Order; (d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all
such persons together being referred to as “relevant persons”). This material is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this material relates is available only to
relevant persons and will be engaged in only with relevant persons.
Where this material is labelled as non-independent, it does not provide an impartial or objective assessment of the subject matter and does
not constitute independent “research” (cannot remove research from here under the applicable rules of the Financial Conduct Authority in the
UK. Consequently, any such non-independent material will not have been prepared in accordance with legal requirements designed to promote
the independence of research (cannot remove research from here) and will not subject to any prohibition on dealing ahead of the dissemination
of research. Any such non-independent material must be considered as a marketing communication.
United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S. registered brokerdealer and a related company of CIMB Research Pte Ltd, PT CIMB Sekuritas Indonesia, CIMB Securities (Thailand) Co. Ltd, CIMB Securities
Limited, CIMB Securities (India) Private Limited, and is distributed solely to persons who qualify as “U.S. Institutional Investors” as defined in
Rule 15a-6 under the Securities and Exchange Act of 1934. This communication is only for Institutional Investors whose ordinary business
activities involve investing in shares, bonds, and associated securities and/or derivative securities and who have professional experience in
such investments. Any person who is not a U.S. Institutional Investor or Major Institutional Investor must not rely on this communication. The
delivery of this research report to any person in the United States of America is not a recommendation to effect any transactions in the securities
discussed herein, or an endorsement of any opinion expressed herein. CIMB Securities (USA) Inc, is a FINRA/SIPC member and takes
responsibility for the content of this report. For further information or to place an order in any of the above-mentioned securities please contact
a registered representative of CIMB Securities (USA) Inc.
CIMB Securities (USA) Inc. does not make a market on other securities mentioned in the report.
CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months.
CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past
12 months.
CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the
company mentioned within the next 3 months.
Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.
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RECOMMENDATION FRAMEWORK
Stock Ratings

Definition:

Add

The stock’s total return is expected to reach 15% or higher over the next 12 months.

Hold

The stock’s total return is expected to be between negative 10% and positive 15% over the next 12 months.

Reduce

The stock’s total return is expected to fall below negative 10% over the next 12 months.

The total expected return of a stock is defined as the sum of the:(i) percentage difference between the target price and the current price
and (ii) the forward net dividend yields of the stock. Stock price targets have an investment horizon of 12 months.
Sector Ratings

Definition:

Overweight

An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute
recommendation.

Neutral

A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute
recommendation.

Underweight

An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute
recommendation.

Country Ratings

Definition:

Overweight

An Overweight rating means investors should be positioned with an above-market weight in this country relative
to benchmark.

Neutral

A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight

An Underweight rating means investors should be positioned with a below-market weight in this country relative
to benchmark.

Anirban Lahiri – Head of Research
Email: anirban.lahiri@vndirect.com.vn
Tuan Nguyen Thanh – Head of Retail Research
Email: tuan.nguyenthanh@vndirect.com.vn
–
–
Email:
Email:
VNDIRECT Securities Corporation
1 Nguyen Thuong Hien Str – Hai Ba Trung Dist – Ha Noi
Tel: +84 2439724568
Email: research@vndirect.com.vn
Website: https://vndirect.com.vn
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