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Lumen Vietnam Fund – Outlook 2022 Report 

Fund Commentary 

The Lumen Vietnam Fund (“LVF”) started the first weeks of the new year 2022 with a 
slightly negative performance of -1.9% in USD R Class, following weak global market 
sentiment and the long domestic holiday for Lunar New Year called “Têt” holiday. For 
comparison reason, the VNAS Index declined by -4.3% for the same time period. A weak 
January, before the Lunar New Year, is nothing new and provides great entry point for 
long-term investors. The market has experienced drawdowns in January every year over 
the last 10 years and the bounce back afterwards has always been significant. 

Table 1: LVF vs. Indices 
 

Fund/ Index 
Performance 2021 

(%) 
Performance from 01 January 

2022 to 20 January 2022 

Lumen Vietnam Fund 49.6% -1.9% 

VN AllShare Total Return 54.8% -4.3% 

MSCI World 20.1% -3.3% 

S&P 500 26.9% -4.0% 

Euro STOXX 600 13.9% -2.2% 

MSCI Emerging Markets -4.6% 0.8% 

MSCI Frontier Markets 16.4% -2.6% 

SHCOMP 7.6% -1.9% 

SENSEX 19.6% 4.2% 

SET 2.8% 0.8% 

JCI 8.3% -0.2% 

FTSE KLCI -6.8% -2.1% 
Source: Bloomberg 

Lumen Vietnam Fund – Outlook 2022 and Beyond 

In our recent December 2021 Mid-month report, we mentioned good timing to invest in 
Vietnam to catch “The Rainbow that Emerges after Rain” in 2022, and beyond that, to enjoy 
“The Dragon’s Emergence”. In this detailed outlook report, we will provide a detailed 
picture of the most important sectors and growth drivers in 2022 and beyond. To 
summarise:  
 
(i) Economic recoveries and re-opening;  
(ii) Government stimulus plan: Public investment and infrastructure spending; 
 (iii) Vietnam Macro: Solid financial health to support long term growth.  
 

(i) Economic Recoveries and re-opening across all business sectors 
 
The household consumption and capital accumulation (production and investment) are 
expected to be important growth pillars for the economic growth of Vietnam in 2022. By 
January 2022, over 90% of the adults in Vietnam are fully vaccinated. Vietnam has 
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introduced three phases in welcoming international visitors. The first two phases offer 
limited slots to certain countries and require three days of quarantine. Until 3Q2022, 
Vietnam is expected to be open to all visitors depending on global health situation. We see 
the recovery prospect across all sectors including consumer, aviation, tourism, logistics and 
importantly supply chain. 
 
Chart 1: Vaccination status in key cities & major manufacturing hubs (people 18 years and above)  

 

 
Consumer and retail sector will have a strong recovery from low base in 2021, driven by 
strong rebound of consumption and travelling. Manufacturers and retailers have room to 
improve their profit margins due to stable input prices and improved supply chain through 
better inventory management and higher efficiency. Premiumization trend will continue to 
support the growth of the leading companies. We expect that modern retail platforms will 
benefit more than “mom-and-pop stores” as they have resources to implement required 
safety procedures, and awareness of e-commerce and online shopping was raised 
significantly during lock down periods. According to the research company NielsenIQ, 66% 
of the Vietnamese consumers have altered their shopping behaviour after the pandemic 
as modern stores offer better health protections than wet markets. Furthermore, 
shopping baskets at popular e-commerce websites are containing more staple goods, for 
instance, grains and milk beside discretionary products. The forecasted country’s 2022F 
retail sales growth will be around +9% YoY from a 2021E low base of -2.3% YoY as per 
consensus. 
 
Chart 2: Retail Sales growth MoM (%) 
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Aviation and tourism sector recovery is becoming evident following recent travel re-
opening guidance. International guests are required to self-quarantine only three days (vs. 
14 days previously) since January 2022. As such, international flights should rebound 
sharply while domestic flights will strongly increase given catch-up leisure travel demand 
and moderate resumption of business trip.  
 
Information Technology (IT) sector is expected to enjoy a double-digit growth in 2022. 
Covid-19 has encouraged businesses to further implement new technologies for 
employees to work offsite. IT services are in demand for gradual technological 
transformations of local firms in addition to the ongoing growth of the country’s IT 
outsourcing (ITO) business, which might continue to ride its high wave as i) global demands 
remain high, and ii) private sectors and the local government are increasing IT spending. 
Furthermore, telecom services are also expected to steadily deliver a double-digit growth 
in 2022 since telecom providers are expanding services to tier-2 and tier-3 cities of Vietnam. 
 
Port sector is forecasted to increase double-digit by 10-15% y/y in volume due to production 
and trade pick up. In addition, the Ministry of Transportation may implement the 1st 
increase in port tariff, by 10%, in 2022. Both will underpin the performance of port operators 
in 2022. Amongst, ports in the South of Vietnam such as in Cai Mep – Thi Vai cluster (Vung 
Tau- Ba Ria area) are expected to enjoy a relatively stronger throughput volume given the 
tremendous demand and additional cargo being shifted from ports in Ho Chi Minh City.   

 
Chart 3: Throughput volume in key areas (mn 
TEUs) 

 

 

   

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

   

    

Source: Vietnam Port Association    

 
Logistics and express delivery sector is forecasted to have significant recovery in 2022. All 
carriers were halted due to the notable fixed costs incurred during the hard lockdown in 
3Q21; however, costs are believed to culminate and start to normalize in 2022. Price 
competition can become more intense. Cost-efficient measures and digitalization are 
playing greater roles in maintaining operation and gaining market share in such stringent 
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period. Meanwhile, the pandemic has been encouraging more e-commerce adoption 
which cushions delivery industry. 
 
 
Chart 4: Vietnam’s e-commerce gross merchandise value (GMV) forecast 

(in USDbn) 
  
 

 
                                            Source: Google, Temasek, Bain & Company (2021) 

 
Shipping and marine transportation sector will continue to benefit from a high container 
freight rate with insignificant near-term risks. The current shortage of around 20% globally 
continues to keep global freight rate at high levels until the end of 2022. Meanwhile, 
domestic rate is also forecasted to increase by 10-15% due to a temporary shortage of 
supply (as 44% of domestic fleets have been chartered out to international liners given its 
considerably attractive yields) and rising demand (as production and trade regain 
normalcy) during 2022.  
 
Chart 5: Global container fleet supply forecast 

  
 

 
 Source: Alphaliner, VNHAM 
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Industrial property sector will see a significant improvement in bidding price as FDI experts 
and investors are allowed to travel to Vietnam and execute their investment plan. In 
addition, the Vietnamese Government also has been supportive for industrial real estate 
sector with the new proposal for the industrial park regulation with expectation to 
promote a sustainable development. 
 
Table 3: Significant FDI registration in 2021 
 

Investor/ Project 
Country of 
Origin 

Registered 
Capital 
(USD mn) 

Expected  
Disbursement 
Year 

Industry Location 

Long An I & II LNG 
Thermal Plant 

Singapore  3,100 2021 - 2022 Electricity generation Long An 

LG Display Hai Phong South Korea 2,150 2021 – 2022 
Display monitors for 
TVs, smartphones 

Hai Phong 

O Mon II Thermal Plant Japan 1,310 2021 – 2022 Electricity generation Can Tho 

Kraft Vina Paper Japan 611 2021 – 2022 Paper packaging Vinh Phuc 

Polytex Far Eastern 
Vietnam 

Taiwan 610 2021 – 2022 Yarn Binh Duong 

Jinko Solar 2 Hong Kong 365 2021 Solar panel Quang Ninh 

Amkor Technology South Korea 1,600 2022 Semidonductor Bac Ninh 

LEGO Denmark 1,000 2022 
Carbon neutral  plant – 
Plasctic toys 

Binh Duong 

Source: General Statistics Office of Vietnam, VNHAM compilation 
 

 
Energy sector demand is expected to strongly recover in 2022 due to manufacturing 
activities normalisation without any severe disruption. We forecast that the increase in 
energy demand will be double the GDP growth at 12-13% YoY in this year. Despite short term 
volatility, power companies would be gradually rerated based on their asset quality and 
the ability to generate strong cashflow. We also expect to see the booking of one-off profit 
in income statement of several companies.  
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(ii) Government Stimulus package will accelerate growth: The public 
investment and infrastructure spending to be back 

 
As the government investment in 2021 was behind schedule due to Covid-19, the 
Vietnamese Government will accelerate the investments, to be in line with their initial plan 
of $125 billion on infrastructure projects until 2025. Key projects include: (i) the North South 
express way – Eastern cluster ($6.5 billion); (ii) Key metro lines in Hanoi and Ho Chi Minh 
City and Long Thanh Airport phase 1 ($7.0 billion); (iii) Energy infrastructure projects across 
the country ($4.8 billion); (iv) Roads, ring roads, bridges ($7.0 billion). In addition to this 
budget, the new stimulus package also reserves another $6 billion for infrastructure 
development, mainly on the land compensation of the new projects. That would help to 
facilitate the ground breaking for construction of key projects in 2022. 
 
 
Chart 6: Public investment in Vietnam 2010-2025 (USDbn) 
 

 
(Source: Vietnam Ministry of Planning and Investment) 

 
 

 
Vietnam has ample room for government stimulus and public investment as the public debt 
level is at low level. By the end of 2021, Vietnam public debt to GDP is at less than 45%, 
significantly lower than the cap of 60% by the Government. In addition, Vietnam maintains 
low fiscal budget deficit at around 3.8% of GDP, which is a low range compared to other 
countries in the world. 
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Chart 7: Vietnam Public Debt on GDP 
 

 
Source: Vietnam Government, General Statistics Office of Vietnam, SSI, VNHAM compilation 

 
 
We anticipate that Residential- and Industrial property, Energy and Transportation will be 
the first sectors to benefit of this government stimulus. In the long run, the infrastructure 
development is crucial for the FDI investment, supply chain and logistics enhancements, 
and finally the consumption stimulus for the whole country. 
 
 
Chart 8: Fiscal budget balance as of % of GDP 

 
Source: Bloomberg, VCSC 
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Residential real estate sector demand is forecasted to remain strong during this year, 
supported by the low interest rate environment and the completion of infrastructure 
project (connectivity and transportation enhanced). Meanwhile, the supply side is 
expected to improve with several new projects in Hanoi and Ho Chi Minh City. Property 
developers with good landbank and ready-to-launch projects will be able to record high 
pre-sales number in 2022. 
 
Construction materials sector is expected to see a recovery in demand for construction 
works as a result of enhanced disbursement of public investment in 2022. Nevertheless, we 
do not favour export companies that may experience a tougher year due to the weakened 
demand in the Chinese market (and thus decline in global demand overall) or those that 
may face margin declination due to correction in global commodity price. As a result, 
construction material companies with a main domestic market will be our favourite stocks. 
 

(iii) Vietnam Macro: Solid financial sector to support growth 
 
The country’s solid financial health is confirmed by its recent Fitch Ratings’ upgrades on 
credit ratings of Vietnamese banks. Solid currency, high foreign reserves level (>30%GDP), 
low public debt, tamed inflation (3%-3.5%) were key factors to confirm the solid health of 
the economy. 
  
Banking sector is forecasted to deliver a credit growth of +13% to +15% YoY, supported by 
i) strong buffers against impaired loans, including Covid-19 related ones, via high loan loss 
coverage ratios (LDR) of over 150% at leading banks such as Vietcombank (VCB: HSX), 
Vietinbank (CTG: HSX), Military Bank (MBB: HSX), and Techcombank (TCB: HSX), around 
100% at smaller banks; ii) continuing economic recovery after the lockdowns. The industry’s 
2022F NIM increases shall be driven by i) strong recovery of lending to SMEs and individuals 
(these lending categories offer higher NIMs), ii) gradually increasing lending interest rates 
after the support period, possibly the end of 2021, and iii) growing CASA (current account 
and saving account) structure to reduce the capital costs. 
 
Insurance sector continues to see massive room for growth from extremely low 
penetration rate (2.3% for life insurance). The insecure feeling during the pandemic 
together with the recovery in household income would enhance the growth momentum 
of the insurance industry in 2022. In 2021, the Government has excluded insurance from 
foreign restricted sector and made it clear that the industry is not subject to a foreign 
ownership limit. This has paved the way for foreign investors to gain further management 
rights and hold decisive positions in Vietnamese companies, thereby, accelerated 
government divestment in the industry.  
 

Lumen Vietnam – Attractive Valuation wit high earnings growth prospects. 
 
With this consolidation at the first weeks of the new year 2022, the Vietnamese stock 
market has become a very attractive compared to the region. As of 20th January 2022, the 
Lumen Vietnam Fund portfolio trades at a 2022PE of 12.5x and 2023PE of 11.6x, and 2023PE 
of 10.5x at EPS forecast of 28.5% and 17.4% respectively. 
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Table 4: Macro indicator forecasts 
 

  2019 2020 2021F 2022F 2023F 

Currency (USD/VND) (year - end)         23,155         23,085          22,750         22,800         23,000  

GDP annual growth rate (%)               7.0                2.9                 2.1                6.8                6.5  

GDP (USD bn)              328               343               361               401               442  

GDP per capita (USD)           3,416            3,524            3,671           4,043            4,416  

12M average inflation (YoY %)               2.8                3.2                 2.1                3.5                3.0  

Policy interest rate (%)               6.0                4.0                4.0                4.0                4.5  

FX reserves (USD bn)                79                 95                110                126               140  

Balance of trade (USD bn)             10.9              19.9                4.0                4.3                6.9  

Current account balance (USD bn)              12.2              15.0             (0.8)               2.9                8.5  

Public debt to GDP (%)            43.4             44.9              47.3              44.7              41.0  

Government budget deficit (% of GDP)                2.1                4.6                4.2                4.1                2.9  

Imports (YoY %)               6.7                3.7              22.8              14.5              13.6  

Exports (YoY %)               8.0                6.9              15.6              14.4               14.1  

FDI disbursement (USD bn)             20.4              20.0              21.6              23.4              25.7  
  Source: Ho Chi Minh Securities Company 

 

 
Chart 9: Valuation of Vietnam stock market compared to regional markets 
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