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Chairman's Statement
The last 12 months have been a period of signiﬁcant change for VNH. At the AGM on 21
September 2017, the previous Board stepped down and, subsequently, ﬁve new directors were
appointed in their place. The new Board ini ated a broad review of all aspects of the Fund,
par cularly the areas of Corporate Governance, investment management and share
buybacks/discount level. We discuss the changes that have been implemented as a result of this
review, as well as providing an overview of the proposals we are tabling for approval at the AGM to
be held in London on 31 October, 2018.
Investment Management Changes
On 16 July 2018, the Fun appointed Dynam Capital as the new investment manager, on
substan ally reduced fee terms compared with those of the previous manager, VNH Asset
Management ('VNHAM'). Dynam Capita is a newly established ﬁrm set up and owned by Vu Quang
Thinh and Craig Mar n. Vu Quang Thinh has been the lead por olio manager of VNH since July
2011 and was the Chief Investment Oﬃcer of VNHAM un l June this year. He is the Chief
Investment Oﬃcer and Managing Director of Dynam. Craig Mar n is the execu ve Chairman of
Dynam Capital, and also sits on the Investment Commi ee. Craig was head of Private Equity at
Pruden al Vietnam, and most recently co-CEO of CapAsia, an Asia focused private equity manager.
We are pleased to say that the key members of Vu Quang Thinh's previous Vietnam based team
have joined Dynam Capital.
As part of the formal transi on to Dynam, the Board agreed a termina on se lement with the
previous manager, VNHAM, that had no net impact on VNH's NAV. The Board would like to thank
VNHAM for their support and co-opera on in the handover process.
An unusual feature of VNH prior to the appointment of the current Board was the Directors'
involvement in por olio decisions. The new Board believes this is best le to the investment
management team, and has therefore reduced the Board's involvement in investment management
ma ers to the extent permi ed by VNH's current inves ng policy.
Corporate Governance Improvements
One par cularly unsa sfactory feature of VNH was the previous Board's en tlement to a share of
the then investment manager's incen ve fee, and, in the case of the former Chairman, substan al
discre onary bonuses. In the Board's view, such en tlement and payments created a conﬂict of
interest, as one of a Board's key du es is assessing the performance of its Investment Manager. The
new Board has removed any such contractual en tlement and will not be receiving incen ve fee
payments or bonuses.
Furthermore, as was reported in the interim results published in March 2018, VNH's published
annual report for the year to 30 June 2017 failed to fully disclose the previous Board's full
remunera on, in par cular the award of a bonus of $150,000 paid to the former Chairman in
2016/17. The previous Board also awarded and paid the former Chairman a bonus of $100,000 the
day before she stepped down from the board in September 2017.
We were pleased to announce on 7 September, 2018 that VNH successfully nego ated the
repayment of $125,000 of such bonus payments from the previous Board.
Share Buyback and Discount

https://www.londonstockexchange.com/exchange/news/market-news/market-news-detail/VNH/13819728.html

2/24

8/10/2018

Audited Annual Accounts - RNS - London Stock Exchange

While VNH trades at a discount to its NAV per share, the Board believes that an excellent use of the
Fund's capital is to repurchase shares for immediate cancella on. Such repurchases provide a
certain, near immediate and substan al return on the capital used, accre ng value to NAV per
share; they provide liquidity to shareholders and limit the discount at which VNH's shares trade.
Shareholders approved a renewal of the share buyback authority at an EGM on 9 July 2018, with an
increase from 10% to 14.99% of shares outstanding.
Since the last AGM in September 2017, the Fund has repurchased and cancelled 7,836,916 shares.
The 52 week average discount at which VNH's shares have traded has narrowed over the past year
from 19.0% to 13.6% on 28 September 2018. The Board is pleased to note that the 52 week
average discount of VNH is now narrower compared to the other two London listed Vietnam
funds.
Con nua on vote, Tender Oﬀer and move to the London Stock Exchange's Premium List
VNH is required to put forward a Con nua on Vote at this year's AGM. A separate Circular is being
published with detail of the AGM agenda which includes the Con nua on Vote and a number of
other proposals. In summary, in addi on to the usual AGM business, these are:
•

VNH is proposing a Tender oﬀer for up to 15% of its outstanding shares at a 2%
discount to realised NAV;

•

Moving VNH's lis ng from the AIM market to the Premium List of the London Stock
Exchange;

•

Re-domiciling VNH from the Cayman Islands to Guernsey;

•

The adop on of revised Ar cles of Incorpora on; and

•

Con nua on of VNH for a further ﬁve years

The Board is also pleased to note that Dynam Capital is in the process of re-domiciling to Guernsey
as a Guernsey Financial Services Commission regulated Investment Manager. This re-domicilia on
will enable a number of poten al investors (who can only invest in vehicles managed by regulated
fund managers) to invest in VNH.
Further details on the various proposals, and the reasons why the Board believes that they are in
the best interests of shareholders are contained in the Circular. Shareholders are urged to review
this document and vote in favour of the various proposals at the forthcoming AGM.
Performance
The NAV per share fell by 2.0% to $3.061 in the six months to 30 June 2018. Over the same period
the Vietnam All Share Index (the VNAS Index) fell by 5.0%. For the full ﬁnancial year 2017/18 VNH's
NAV increased by 6.6%, compared to a full year gain of 14.9% in the VNAS Index.
While the performance of the Vietnamese stock market and the Fund has been disappoin ng in the
ﬁnal months of this ﬁscal year, driven in part by US Dollar strength and broad concerns about
Emerging Markets, the fundamentals in Vietnam con nue to be strong. As a result, valua ons
across the por olio look increasingly a rac ve. Dynam Capital provides a more detailed por olio
and performance analysis in their report below.
Milton Lawson has advised the Company that he wishes to step down from the VNH board.
Accordingly, he is not oﬀering himself for re-elec on at the AGM. The rest of the Board would like
to thank him for his contribu on to their delibera ons over the past year during a period of
signiﬁcant change at VNH and wish him every success in the future.

https://www.londonstockexchange.com/exchange/news/market-news/market-news-detail/VNH/13819728.html

3/24

8/10/2018

Audited Annual Accounts - RNS - London Stock Exchange

The Board would like to thank shareholders for their support and look forward to a con nued ac ve
dialogue.
Sean Hurst, Chairman
VietNam Holding Limited
8 October 2018

Investment Managers' Report
The performance of the Company and the Vietnamese stock-market overall in 2018 is a story in two
dis nct parts. The ﬁrst six months saw a bull-run in Vietnam equi es reminiscent of 2007 when the
Vietnam Index last peaked, and all managers appeared to have the Midas touch. Condi ons in late
2017 appeared rela vely benign, and the interest in M&A in Vietnam surged, with Thai and
Singaporean conglomerates bidding for signiﬁcant stakes in Vinamilk, and the froth ran down the
side of Sabeco's long-awaited lis ng (it had technically IPO'ed almost ten years ago). By 31
December 2017 the VN index reached 1000 and the Vietnam equity market's increase of over 50%
made it a top performer. When the Fund reported its December 2017 performance, the NAV per
share had increased 17.8% and share price had risen 23.1%, and the MSCI EM index had also risen
by 34.3%. The ebullience con nued un l early April, with the VN index reaching an all- me high of
1204.33, a year-on-year increase of almost 65% in USD term, and then the music abruptly stopped
playing and guests began to leave the party.
The sharp correc on is diﬀerent from ten years ago. The Vietnam equity market is a diﬀerent
animal: the stocks are more widely held, the market capitaliza on reached USD 178 billion versus
USD 32 billion and there are 1,498 listed companies versus 249 at the end of 2007. That said, it is a
market where domes c investors are ﬁckle and react quickly to the ﬂows of foreign capital. As the
US started to raise interest rates, a decade on from the Lehman crisis, broad EM ﬂows turned
nega ve, and hot money also le VN, with domes c investors choosing to retreat and watch from
the sidelines. In the last months of the ﬁnancial year, VNAS retreated completely, giving up all its
gains, and ending 5 percent down since 31st December 2017, with the MSCI EM index also
retrea ng to nega ve 7.7%. in the same period. Over the full ﬁnancial year VNAS had increased
14.9% and the MSCI EM index rose 5.8%; during the same period the Fund's NAV per share was up
6.6% and the share price increased 13.5%.
Liquidity remains low in much of the broader market and is very concentrated in the main
cons tuents of the Index. Vinamilk (VNM) and Mobile World Group (MWG) remain the two 'go-to'
stocks for foreign investors (the la er trading at a premium to market price of c. 25%). During the
year we have taken proﬁts in VNM and con nued to build a posi on in Mobile World Group.
Vinamilk, one of the ﬁrst listed stocks, and a former SOE, has been the stalwart of the Vietnam
stock-market for the last 15 years. MWG is a more recent success story in Vietnam, genera ng eyewatering mul ples of return for its private equity backers at IPO and then powering ahead once
listed; the management team are taking their knowledge of retail of electronic devices (mainly
mobile phones) into the broader retail space, quickly gaining market share in groceries and other
areas. Stocks such as VNM and MWG are now well-known and well-researched names for all
investors in Vietnam. A much broader coverage of stocks is required for a value-inves ng fund as
such VNH, and that calls for specialized on-the-ground research.
Performance of VNH
The VN All Share Index Total Return (VNASTR) gained 17.2% during the period under review. By
comparison, the VNH NAV ﬁnished the ﬁscal year with a more modest 6.6%. The divergence
between this par cular benchmark and the Fund's NAV performance is partly explained by the
https://www.londonstockexchange.com/exchange/news/market-news/market-news-detail/VNH/13819728.html
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widening performance gap between large-cap stocks that drive the VNASTR and the mid-cap stocks
in the por olio of VNH. During the review period, the trailing P/E of the VN30 Index expanded by
48.5% from 13.4x in 03 Jul 2017 to its peak of 19.9x in 09 Apr 2018; the trailing P/E of the VN70
Index grew by only 6.2% from 12.9x to 13.7x. In other words, the VN30 Index was trading at a
45.4% premium to the VN70 Index at the 'peak' compared to just a 3.9% premium at the beginning
of the period. This resulted from the large inﬂows into IPOs, new lis ngs, and state divestments,
li ing the value of stocks such as Vinamilk, Sabeco, Binh Son Reﬁnery, PV Power, Genco 3,
Techcombank, VPBank, Vinhomes, and Vincom Retail. In December 2017 ThaiBev controversially
acquired a 53.6% stake in Vietnam's beer giant Sabeco (one of the Strategic investors showed their
willingness to pay a signiﬁcant premium for major shares in marque brand- owners; ﬁnancial
ins tu ons, including ETFs and open- ended funds, ﬂocked to large liquid large cap stocks, and local
retail investors followed suit using margin lending. The valua on premium of the VN30
cons tuents over the broader VN70 index members has remained at above 40% even a er the
bear market correc on. We think it is reasonable to believe that the valua on gap between the two
sets of index members would revert to more reasonable levels in the future.
Strategy of VNH
The spectacular growth and then the rapid correc on of the Vietnamese stock market over such a
short period of me has necessitated adjustments (at least in terms of expecta ons) on the part of
all Vietnam investment managers. As a long-term value investor, we see three dynamic factors that
will allow investors get exposure to Vietnam. Firstly, new large-cap IPOs and lis ngs in both SOE and
private sector will oﬀer a rac ve investment opportuni es for investors and remain a key
investment theme for several years. Secondly, the Vietnam equity market could become a member
of the MSCI Emerging Market Index by 2020, necessita ng more regional funds to hold Vietnamese
stocks. Lastly, the structure and sources of domes c capital will con nue to develop, increasing the
number of local ETFs, mutual funds and market-access products, including deriva ves. The last two
factors will help drive market liquidity and depth. The ﬁrst factor will enable the Fund, as a value
investor, to research, analyse and select a number of priva sa on prospects, and pre-IPO
candidates that meet our strict criteria of growth combined with sound commitments to
sustainable ESG prac ces.
2018 Outlook
The outlook for the next year is uncertain. Higher interest rates in the US, will provide addi onal
strength to the USD; for much of the year the fund ﬂows from EM has been nega ve, and with
con nuing uncertainty on trade tariﬀs and the prospects of a lengthy trade war with China, there
could be further pressure on the Vietnam Dong. Vietnam is suscep ble to further VND weakness,
and likely higher levels of inﬂa on than the Government is willing to admit. Vietnam could be an
unexpected winner in a lengthy trade war with China, as its manufacturing sector has developed
and advanced, however the ramiﬁca ons for ASEAN, which accounts for 10.1% of Vietnam's
exports is also far from clear. There is value in some of the growth stocks, and with forecast EPS
growth in excess of 20%, a P/E valua on for the market of 14x is not demanding. That said, VND
deprecia on is likely to be above the 20-year trend of 2% and closer to 3%.
In the short-term the VN-Index may suﬀer, or move sideways, due to concerns on a prolonged trade
war and capital ou lows from emerging markets in general. Nevertheless, we remain posi ve on
Vietnam's long term outlook for the following three reasons. Firstly, the con nued development of
the banking sector which is healthier a er emerging from the painful process of resolving bad
debts incurred during the past ﬁnancial crisis: Bancassurance and other ﬁnancial products and
services will contribute non-interest income, which may be needed as credit growth is controlled at
a level of 18%. Secondly, a more sustainable and deeper real-estate market as long-planned urban
infrastructure becomes closer to reality (metro and overhead railways). Lastly, a richer and
emergent middle class will drive consumer behaviour: as Vietnam's per capita GDP passes USD
2,500 there are increasing amounts of disposable income, for upgrades to educa on, housing and
transporta on op ons (more cars) and discre onary purchases of consumer goods.

https://www.londonstockexchange.com/exchange/news/market-news/market-news-detail/VNH/13819728.html
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A er the year-end Dynam Capital took over the management of the Fund (commencing on 16 July
2018). The team is focused on con nuing the value-driven mandate of the Fund. Being a value
investor comes at a price: there will be periods of underperformance against the index. The
Manager is focused on building a diversiﬁed por olio, constructed with robust limits to sectors and
individual posi ons, but also to focus on mid-cap companies, o en where liquidity is low.
Dynam Capital Management

Statement of Financial Posi on
As at 30 June 2018
Note

2018

2017

USD

USD

Assets
Cash and cash equivalents

3,122,618

10,323,903

200,017,349

208,273,147

Accrued dividends

469,406

155,582

Receivables on sale of investments

101,485

-

-

13,318

203,710,858

218,765,950

122,020,264

141,822,097

79,964,849

68,713,405

201,985,113

210,535,502

403,069

4,981,932

134

139

1,129,493

3,248,377

193,049

-

1,725,745

8,230,448

203,710,858

218,765,950

Investments in securi es at fair value

3

Other receivables
Total assets

Equity
Share capital

5

Retained earnings
Total equity, represen ng net assets a ributable to shareholders

Liabili es
Payables on purchase of investments
Other payables
Accrued expenses
Payables on Redemp on
Total liabili es
Total equity and liabili es

The ﬁnancial statements on pages 19 to 40 were approved by the Board of Directors on 8 October 2018 and were signed on
its behalf by

https://www.londonstockexchange.com/exchange/news/market-news/market-news-detail/VNH/13819728.html
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Statement of Comprehensive Income
As at 30 June 2018
Note

Dividend income from equity securi es at fair value through
proﬁt or loss
Net gain from investments in securi es at fair value
through proﬁt or loss

7

Net foreign exchange loss
Interest income from investments in securi es
Net investment income

2018

2017

USD

USD

3,716,081

4,561,766

13,419,988

30,275,746

(105,071)

(119,173)

3,815

90,314

17,034,813

34,808,653

Investment management fees

8

3,845,714

2,880,552

Incen ve fees

8

-

3,132,919

59,528

107,815

Advisory fees
Administra ve and accoun ng fees

10

140,231

111,404

Custodian fees

9

195,123

172,607

Directors' fees and expenses

8

636,387

349,872

165,839

58,455

47,675

41,904

132,668

154,520

15,000

15,000

Administra ve expenses

102,333

224,164

Risk management expenses

429,037

216,062

13,834

28,395

5,783,369

7,493,669

11,251,444

27,314,984

Brokerage fees
Audit fees
Publicity and investor rela ons fees
Insurance costs

Technical assistance for investee companies
Total opera ng expenses

Change in net assets a ributable to shareholders

Basic and diluted earnings per share

14

0.16

0.49

Statement of Changes in Equity
https://www.londonstockexchange.com/exchange/news/market-news/market-news-detail/VNH/13819728.html
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As at 30 June 2018

Balance at 1 July 2016

Share

Reserve for

Retained

capital

own shares

earnings

Total

USD

USD

USD

USD

125,521,247

(20,043,799)

41,398,421

146,875,869

Change in net assets a ributable to shareholders

-

-

27,314,984

27,314,984

Total comprehensive income

-

-

27,314,984

27,314,984

41,030,628

-

-

41,030,628

-

(4,685,979)

-

(4,685,979)

41,030,628

(4,685,979)

-

36,344,649

Balance at 30 June 2017

166,551,875

(24,729,778)

68,713,405

210,535,502

Balance at 1 July 2017

166,551,875

(24,729,778)

68,713,405

210,535,502

Change in net assets a ributable to shareholders

-

-

11,251,444

11,251,444

Total comprehensive income

-

-

11,251,444

11,251,444

93,166

-

-

93,166

-

(19,894,999)

-

(19,894,999)

93,166

(19,894,999)

-

(19,801,833)

166,645,041

(44,624,777)

79,964,849

201,985,113

Total comprehensive income for the year

Contribu ons and distribu ons
Issuance of ordinary shares
Repurchase of own shares (note 5)
Total contribu ons and distribu ons

Total comprehensive income for the year

Contribu ons and distribu ons
Issuance of ordinary shares
Repurchase of own shares (note 5)
Total contribu ons and distribu ons

Balance at 30 June 2018

Statement of Cash Flows
As at 30 June 2018
Note

2018

2017

USD

USD

Cash ﬂows from opera ng ac vi es
Change in net assets a ributable to shareholders

11,251,444

27,314,984

Adjustments to reconcile change in net assets a ributable to
shareholders to net cash from opera ng ac vi es:

https://www.londonstockexchange.com/exchange/news/market-news/market-news-detail/VNH/13819728.html
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Dividend income

(3,716,081)

(4,561,766)

(3,815)

(90,314)

(13,419,988)

(30,275,746)

(130,485,216)

(87,232,623)

147,582,138

56,483,302

Net foreign exchange loss

105,071

119,173

(Increase)/decrease in receivables on sale of investments

(99,317)

3,055,910

(2,118,884)

26,546

(5)

2

193,049

-

3,402,257

5,238,629

14,967

101,846

12,705,620

(29,820,057)

-

39,667,862

(19,894,999)

(4,685,979)

93,166

-

(19,801,833)

34,981,883

Net (decrease)/increase in cash and cash equivalents

(7,096,213)

5,161,826

Cash and cash equivalents at beginning of the year

10,323,903

5,281,215

Eﬀect of exchange rate ﬂuctua ons on cash held

(105,072)

(119,138)

Cash and cash equivalents at end of the year

3,122,618

10,323,903

Interest income
Net gain from investments in securi es at fair value through proﬁt or loss
Purchase of investments
Proceeds from sale of investments

(Decrease)/increase in accrued expenses
(Decrease)/increase in other payables
Increase in payable on redemp on
Dividends received
Interest received
Net cash from/(used in) opera ng ac vi es

Cash ﬂows from ﬁnancing ac vi es
Issuance of ordinary shares *
Repurchase of own shares

5

Warrants issuance cost
Net cash (used in)/from ﬁnancing ac vi es

* On 25 September 2017, the Company announced that in par al payment of the incen ve fee amoun ng to US$ 208,861
which was due to the Company's Investment Manager, VietNam Holding Asset Management Limited ("VNHAM"), for the
year ended 30 June 2017, 88,899 ordinary shares of US$1.00 each in the Company ("Ordinary Shares") then held as
treasury shares were transferred to VNHAM (the "Transfer"). The Transfer took place in late September 2017.

Notes to Financial Statements
As at 30 June 2018
1

THE COMPANY

VietNam Holding Limited ("VNH" or "the Company") is a closed-end investment holding company
incorporated on 20 April 2006 as an exempt company under the Companies Law in the Cayman
Islands and commenced its opera ons on 15 June 2006, to invest principally in securi es of former
State-owned En es ("SOEs") in Vietnam, prior to, at or a er the me such securi es become
listed on the Vietnam stock exchange, including the ini al priva sa on of the SOEs. The Company
may also invest in the securi es of private companies in Vietnam, whether Vietnamese or foreign
owned, and the securi es of foreign companies if a signiﬁcant por on of their assets are held or
opera ons are in Vietnam.
The investment objec ve of the Company is to achieve long-term capital apprecia on by inves ng
in a diversiﬁed por olio of companies that have high growth poten al at an a rac ve valua on.
During the Extraordinary General Mee ng in April 2015 the shareholders voted in favour of the
con nuance resolu on, authorising the Company to operate in its current form through to the
https://www.londonstockexchange.com/exchange/news/market-news/market-news-detail/VNH/13819728.html
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2018 Annual General Mee ng when a similar resolu on will be put forward for shareholders'
approval.
VietNam Holding Asset Management Limited ("VNHAM") has been appointed as the Company's
Investment Manager and is responsible for the day-to-day management of the Company's
investment por olio in accordance with the Company's investment policies, objec ves and
restric ons.
Standard Chartered Bank, Singapore Branch and Standard Chartered Bank (Vietnam) Limited are
the custodian and the sub-custodian respec vely. Standard Chartered Bank, Singapore Branch is
also the administrator.
The registered oﬃce of the Company is CO Services Cayman Limited, Willow House, Cricket Square,
PO Box 1008 George Town, Grand Cayman, Cayman Islands, KY1-1001.
2

PRINCIPAL ACCOUNTING POLICIES
(a)

Statement of compliance

These ﬁnancial statements have been prepared in accordance with the Interna onal Financial
Repor ng Standards (IFRSs) as adopted by the European Union.
(b)

Basis of prepara on

The ﬁnancial statements are presented in United States dollars ("USD"), which is the Company's
func onal currency. They are prepared on a fair value basis for ﬁnancial assets and ﬁnancial
liabili es at fair value through proﬁt or loss. Other assets and liabili es are stated at amor sed cost.
The Company's shares were issued in USD and the lis ng of the shares on the AIM market of the
London Stock Exchange is in USD. The performance of the Company is measured and reported to
the investors in USD, although the primary ac vity of the Company is to invest in the Vietnamese
market. The Board considers the USD as the currency that most faithfully represents the economic
eﬀects of the underlying transac ons, events and condi ons
The prepara on of ﬁnancial statements in accordance with IFRS as adopted by the European Union
requires management to make judgements, es mates and assump ons that aﬀect the applica on
of policies and the reported amounts of assets and liabili es, income and expense. The es mates
and associated assump ons are based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results of which form the basis of making
judgements about carrying values of assets and liabili es that are not readily apparent from other
sources. Actual results may diﬀer from these es mates.
The es mated and underlying assump ons are reviewed on an ongoing basis. Revisions to
accoun ng es mates are recognised in the period in which the es mate is revised if the revision
aﬀects only that period or in the period of the revision and future periods if the revision aﬀects
both current and future periods.
An opera ng segment is a component of the Company that engages in business ac vi es from
which it may earn revenues and incur expenses, including revenues and expenses that relate to
transac ons with any of the Company's other components. The Company is engaged in a single
segment of business, being investment in Vietnam. The Board, as a whole, has been determined as
cons tu ng the chief opera ng decision maker of the Company. The key measure of performance
used by the Board to assess the Company's performance and to allocate resources is the total
return on the Company's net asset value ("NAV") calculated as per the prospectus.
The accoun ng policies set out below have been applied consistently to all periods presented in
these ﬁnancial statements.
https://www.londonstockexchange.com/exchange/news/market-news/market-news-detail/VNH/13819728.html
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(c)

Foreign currency transla on

Transac ons in foreign currencies other than the func onal currency are translated at the rate
ruling on the dates of the transac ons. Monetary assets and liabili es denominated in foreign
currencies are re-translated to USD at the rates ruling on the year-end date. Foreign currency
exchange diﬀerences arising on transla on and realised gains and losses on disposals or
se lements of monetary assets and liabili es are included in the statement of comprehensive
income. Foreign currency exchange diﬀerences rela ng to ﬁnancial instruments at fair value
through proﬁt or loss are included in the realised and unrealised gains and losses on those
investments. All other foreign currency exchange diﬀerences rela ng to other monetary items,
including cash and cash equivalents, are included in net foreign exchange gains and losses in the
statement of comprehensive income.
(d)

Financial instruments

(i)

Classiﬁca on

The Company classiﬁes all its investments as ﬁnancial assets at fair value through proﬁt or loss
category. Financial instruments are classiﬁed at fair value through proﬁt or loss upon ini al
recogni on. These include ﬁnancial assets that are not held for trading purposes and which may be
sold. These are investments in exchange-traded securi es and unlisted securi es.
Financial assets that are classiﬁed as loans and receivables include accrued dividends, cash and
cash equivalents, and receivables on sale of investments. Cash and cash equivalents are measured
at amor sed cost. Financial liabili es that are not at fair value through proﬁt or loss include accrued
expenses.
PRINCIPAL ACCOUNTING POLICIES (Con nued)
(d)

Financial instruments (Con nued)

(ii)

Recogni on

Financial assets and liabili es at fair value through proﬁt or loss are recognised ini ally on the trade
date, which is the date that the Company becomes a party to the contractual provisions of the
instrument. Other ﬁnancial assets and liabili es are recognised on the date they are originated.

Financial assets and ﬁnancial liabili es at fair value through proﬁt or loss are recognised ini ally at
fair value, with transac on costs recognised in proﬁt or loss. Financial assets or ﬁnancial liabili es
not at fair value through proﬁt or loss are recognised ini ally at fair value plus transac on costs that
are directly a ributable to their acquisi on or issue.
(iii)

Derecogni on

A ﬁnancial asset is derecognised when the Company no longer has control over the contractual
rights that comprise that asset. This occurs when the rights are realised, expire or are surrendered.
Financial assets that are sold are derecognised, and the corresponding receivables from the buyer
for the payment are recognised on the trade date, being the date the Company commits to sell the
assets.
A ﬁnancial liability is derecognised when the obliga on speciﬁed in the contract is discharged,
cancelled or expired.
(iv)

Measurement
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'Fair value' is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transac on between market par cipants at the measurement date in the principal or, in its
absence, the most advantageous market to which the Company has access at that date. The fair
value of a liability reﬂects its non-performance risk.
When available, the Company measures the fair value of an instrument using the quoted price in an
ac ve market for that instrument. A market is regarded as 'ac ve' if transac ons for the asset or
liability take place with suﬃcient frequency and volume to provide pricing informa on on an
ongoing basis. The Company measures instruments quoted in an ac ve market at last traded price.
If there is no quoted price in an ac ve market, then the Company uses valua on techniques that
maximise the use of relevant observable inputs and minimise the use of unobservable inputs. The
chosen valua on technique incorporates all of the factors that market par cipants would take into
account in pricing a transac on.
The Company recognises transfers between levels of the fair value hierarchy as at the end of the
repor ng period during which the change has occurred.
In the previous year, the Company used quotes obtained from brokers to determine the fair value
of an unlisted equity security with a carrying value of USD3,864,056 which was 1.84% of the net
assets of the Company, while the Company used valua on techniques to value a conver ble bond
with a carrying value of USD1,179,177 which was 0.56% of the net assets of the Company.
Any increases or decreases in values are recognised in the statement of comprehensive income as
an unrealised gain or loss.
(v)

Gains and losses on subsequent measurement

Gains and losses arising from a change in the fair value of ﬁnancial instruments are recognised in
the statement of comprehensive income.
(vi)

Impairment

Financial assets that are stated at cost or amor sed cost are reviewed at each repor ng date to
determine whether there is objec ve evidence of impairment. If any such indica on exists, an
impairment loss is recognised in the statement of comprehensive income as the diﬀerence
between the asset's carrying amount and the present value of es mated future cash ﬂows
discounted at the ﬁnancial asset's original eﬀec ve interest rate.
If in a subsequent period the amount of an impairment loss recognised on a ﬁnancial asset carried
at amor sed cost decreases and the decrease can be linked objec vely to an event occurring a er
the write-down, the impairment is reversed through the statement of comprehensive income.
(vii)

Cash and cash equivalents

Cash comprises current deposits with banks and ﬁxed deposits. Cash equivalents are short- term
highly liquid investments that are readily conver ble to known amounts of cash, are subject to an
insigniﬁcant risk of changes in value, and are held for the purpose of mee ng short-term cash
commitments rather than for investment or other purposes.
(e)

Oﬀse ng

Financial assets and liabili es are oﬀset and the net amount is reported in the statement of
ﬁnancial posi on when, and only when, the Company has a legally enforceable right to set oﬀ the
recognised amounts and the transac ons are intended to be se led on a net basis or
simultaneously, e.g. through a market clearing mechanism.
(f)

Amounts due to/from brokers
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Amounts due to/from brokers represent security purchases and sales transac ons which are
contracted for but not yet delivered at the end of the repor ng period.
(g)

Share capital Ordinary shares

Ordinary shares are classiﬁed as equity. Incremental costs directly a ributable to the issue of
ordinary shares are recognised as a deduc on from equity, net of any tax eﬀects.
Repurchase, disposal and reissue of share capital (treasury shares)
When share capital recognised as equity is repurchased, the amount of the considera on paid,
which includes directly a ributable costs, net of any tax eﬀects, is recognised as a deduc on from
equity. Repurchased shares are classiﬁed as treasury shares and are presented in the reserve for
own share account. When treasury shares are sold or reissued subsequently, the amount received
is recognised as an increase in equity, and the resul ng surplus or deﬁcit on the transac on is
presented in non-distributable capital reserve.
2

PRINCIPAL ACCOUNTING POLICIES (Con nued)
(h)

Tax

Tax expense comprises current and deferred tax. Current tax and deferred tax is recognised in proﬁt
or loss except to the extent that it relates to items recognised directly in equity or in other
comprehensive income.
Current tax is the expected tax payable or receivable on the taxable income or loss for the year,
using tax rates enacted or substan vely enacted at the repor ng date, and any adjustment to tax
payable in respect of previous years.
Deferred tax is recognised in respect of temporary diﬀerences between the carrying amounts of
assets and liabili es for ﬁnancial repor ng purposes and the amounts used for taxa on purposes.
The measurement of deferred taxes reﬂects the tax consequences that would follow the manner in
which the Company expects, at the repor ng date, to recover or se le the carrying amount of its
assets and liabili es. Deferred tax is measured at the tax rates that are expected to be applied to
temporary diﬀerences when they reverse, based on the laws that have been enacted or
substan vely enacted by the repor ng date.
Deferred tax assets and liabili es are oﬀset if there is a legally enforceable right to oﬀset current tax
liabili es and assets, and they relate to taxes levied by the same tax authority on the same taxable
en ty.
A deferred tax asset is recognised for unused tax losses, tax credits and deduc ble temporary
diﬀerences, to the extent that it is probable that future taxable proﬁts will be available against
which they can be u lised. Deferred tax assets are reviewed at each repor ng date and are reduced
to the extent that it is no longer probable that the related tax beneﬁt will be realised.
In determining the amount of current and deferred tax, the Company takes into account the impact
of uncertain tax posi ons and whether addi onal taxes and interest may be due. The Company
believes that its accruals for tax liabili es are adequate for all open tax years based on its
assessment of many factors, including interpreta ons of tax law and prior experience. This
assessment relies on es mates and assump ons and may involve a series of judgements about
future events. New informa on may become available that causes the Company to change its
judgement regarding the adequacy of exis ng tax liabili es; such changes to tax liabili es will
impact tax expense in the period that such a determina on is made.
At present, no income, proﬁt, capital, or capital gain taxes are levied in the Cayman Islands, and
accordingly, no provision for such taxes has been recorded by the Company in the accompanying
ﬁnancial statements. In the event that such taxes are levied, the Company has received an
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undertaking from the Governor in Cabinet of the Cayman Islands exemp ng it from all such taxes
for a period of twenty years from 2 May 2006.
The Company is liable to Vietnamese tax of 0.1% (2017: 0.1%) on the sales proceeds of the onshore
sale of equity investments.
(i)

Interest income and expense

Interest income and expense is recognised in the statement of comprehensive income using the
eﬀec ve rate method.
Interest income includes the amor sa on of any discount or premium on zero coupon bonds,
which is taken as income on the basis of yield to redemp on, from the date of purchase.
(j)

Dividend income

Dividend income is recognised in proﬁt or loss on the date on which the right to receive payment is
established. For listed equity securi es, this is usually the ex-dividend date. For unlisted equity
securi es, this is usually the date on which the shareholders approve the payment of a dividend.
Dividend income from equity securi es designated as at fair value through proﬁt or loss is
recognised in proﬁt or loss as a separate line item.
(k)

Fee and commission expense

Fees and commission expenses are recognised in proﬁt or loss as the related services are
performed.
(l)

Earnings per share

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic
earnings per share is calculated by dividing the proﬁt or loss a ributable to ordinary shareholders
of the Company by the weighted average number of ordinary shares outstanding during the year,
adjusted for own shares held. Diluted earnings per share is determined by adjus ng the proﬁt or
loss a ributable to ordinary shareholders and the weighted average number of ordinary shares
outstanding, adjusted for own shares held, for the eﬀects of all poten ally dilu ve ordinary shares,
which comprise warrants granted to shareholders.

3

FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS

Financial assets of the Company include investments in securi es at fair value, cash and cash
equivalents and accrued dividends. Financial liabili es comprise payables on purchase of
investments and accrued expenses. Accoun ng policies for ﬁnancial assets and liabili es are set out
in note 2.
The Company's investment ac vi es expose it to various types of risk that are associated with the
ﬁnancial instruments and the markets in which it invests. The most important types of ﬁnancial risk
to which the Company is exposed are market risk, currency risk, interest rate risk, credit risk and
liquidity risk.
Asset alloca on is determined by the Company's Investment Manager who manages the
distribu on of the assets to achieve the investment objec ves. Divergence from target asset
alloca ons and the composi on of the por olio is monitored by the Investment Manager.
Market risk
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Market risk is the risk that the value of a ﬁnancial asset will ﬂuctuate as a result of changes in
market prices, whether or not those changes are caused by factors speciﬁc to the individual asset
or factors aﬀec ng all assets in the market. The Company is exposed to market risk within its
securi es purchased in the Vietnamese market.
The overall market posi ons are monitored con nuously by the Investment Manager and at least
quarterly by the Board.
The Company's investments in securi es are exposed to market risk and are disclosed by the
following generic investment types:
2018
Fair value
in USD
Investments in listed securi es
Investments in an unlisted equity security
Investments in a conver ble bond

2017
% of total
assets

200,017,349
-

200,017,349

Fair value
in USD

98.19

203,229,914
3,864,056
1,179,177
208,273,147

-

98.19

% of total
assets
92.89
1.77
0.54
95.20

At 30 June 2018, a 5% reduc on in the market value of the por olio would have led to a reduc on
in NAV and proﬁt or loss of USD10,000,867 (2017: USD10,413,657). A 5% increase in market value
would have led to an equal and opposite eﬀect on NAV and proﬁt or loss.
Currency risk
The Company may invest in ﬁnancial instruments and enter into transac ons denominated in
currencies other than its func onal currency. Consequently, the Company is exposed to risks that
the exchange rate of its currency rela ve to other currencies may change and have an adverse
eﬀect on the value of the Company's assets or liabili es denominated in currencies other than USD.
The Company's net assets are calculated every month based on the most up to date exchange rates
while the general economic and foreign currency environment is con nuously monitored by the
Investment Manager and reviewed by the Board at least once each quarter.
The Company may enter into arrangements to hedge currency risks if such arrangements become
desirable and prac cable in the future in the interest of eﬃcient por olio management.
As at 30 June 2018, the Company had the following foreign currency exposures:
Fair value

Vietnamese Dong
Pound Sterling
Swiss Franc
Euro

2018
USD

2017
USD

201,848,361
12,747
5,728
35,844
201,902,680

208,636,021
727
(19)
2,353
208,639,082

At 30 June 2018, a 5% reduc on in the value of the Vietnamese Dong, Pound Sterling, Swiss Franc,
Euro versus the US Dollar would have led to a reduc on in NAV and proﬁt or loss of USD 10,092,418
(2017: USD10,431,801), USD637 (2017: USD36), USD 286 (2017: USD(1)) and
USD1,792 (2017: USD118) respec vely. A 5% increase in value would have led to an equal and
opposite eﬀect.
Interest rate risk
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Interest rate risk is the risk that the future cash ﬂows of a ﬁnancial instrument will ﬂuctuate
because of changes in market interest rates.
The majority of the Company's ﬁnancial assets are non-interest-bearing. Interest-bearing ﬁnancial
assets and interest-bearing ﬁnancial liabili es mature or reprice in the short-term, no longer than
twelve months. As a result, the Company is subject to limited exposure to interest rate risk due to
ﬂuctua ons in the prevailing levels of market interest rates.
Credit risk
Credit risk is the risk that a counterparty to a ﬁnancial instrument will fail to discharge an obliga on
or commitment that it has entered into with the Company.
At 30 June 2018, the following ﬁnancial assets were exposed to credit risk (including se lement
risk): cash and cash equivalents, receivables on sale of investments and other receivables. The total
amount of ﬁnancial assets exposed to credit risk amounted to USD3,693,509 (2017:
USD11,671,980).
Substan ally all of the assets of the Company are held by the Company's custodian, Standard
Chartered Bank, Singapore Branch. Bankruptcy or insolvency of the custodian may cause the
Company's rights with respect to cash and securi es held by the custodian to be delayed or limited.
The Company monitors its risk by monitoring the credit quality and ﬁnancial posi ons of the
custodian the Company uses.
3

FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS (Con nued)

Liquidity risk
The Company, a closed-end investment company, invests in companies through lis ngs on the
Vietnam stock exchanges. There is no guarantee however that the Vietnam stock exchanges will
provide liquidity for the Company's investments. The Company also invests in equity securi es
which are not listed on stock exchanges. The Company may have to resell such investments in
privately nego ated transac ons.
The Company's overall liquidity risks are monitored on at least a quarterly basis by the Board. The
Company is a closed-end investment company so shareholders cannot redeem their shares directly
from the Company.
Payables on purchase of investments, other payables, accrued expenses and payables on
redemp on of the Company are generally payable within one year.
4

OPERATING SEGMENTS

Informa on on gains and losses derived from investments are disclosed in the statement of
comprehensive income.
The Company is domiciled in the Cayman Islands. En ty wide disclosures are provided as the
Company is engaged in a single segment of business, inves ng in Vietnam. In presen ng
informa on on the basis of geographical segments, segment investments and the corresponding
segment net investment income arising thereon are determined based on the country of domicile
of the respec ve investment en es.
All of the Company's investments in securi es at fair value are in Vietnam as at 30 June 2018 and
30 June 2017. All of the Company's investment income can be a ributed to Vietnam for the years
ended 30 June 2018 and 30 June 2017.
5

SHARE CAPITAL
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Ordinary shares of USD1 each
The ordinary shares have been created pursuant to the Companies Law in the Cayman Islands. The
Company was incorporated with an authorised share capital of USD100,000,000 divided into
100,000,000 ordinary shares of USD1 each. On 23 September 2010, during its Annual General
Mee ng, the shareholders approved that the Company's authorised share capital be increased by
USD100,000,000, divided into 200,000,000 shares of a nominal or par value of USD1.00 each.
According to the Companies Law and ar cles of associa on, the Company may from me to me
redeem all or any por on of the shares held by the shareholders upon giving no ce of not less than
30 calendar days to the shareholders.
On 6 June 2006, the Board resolved that 56,250,000 ordinary shares would be allo ed at a placing
price of USD2 per ordinary share.
2018
No. of shares
Total shares issued and fully paid (a er repurchases and cancella ons) at
beginning of the year
Shares issued upon exercise of warrants during the year
Shares cancella on
Repurchased and reserved for own shares
At beginning of the year
During the year
Shares reissued to ordinary shares
Shares cancella on
Total outstanding ordinary shares with vo ng rights

2017
No. of shares

82,729,439
-

(16,740,766)
65,988,673
(9,427,772)
(7,401,893)
88,899
16,740,766

65,342,620
19,941,819
(2,555,000)
82,729,439

-

(10,487,673)
(2,126,783)
631,684
2,555,000
(9,427,772)

65,988,673

73,301,667

On 23 September 2010, during its annual general mee ng, the shareholder approved a Share
Repurchase Programme. The approvals were renewed at the Company's annual general mee ngs in
2011, 2012, 2013, 2014, 2015, 2016 and 2017.
As a result, as at 30 June 2018 the Company has 65,988,673 (2017: 73,301,667) ordinary shares
with vo ng rights in issue (excluding the reserve for own shares), and nil (2017: 9,427,772) are held
as reserve for own shares.
The Company does not have any externally imposed capital requirements.
The Company's general inten on is to reinvest the capital received on the sale of investments.
However, the Board may from me to me and at its discre on, either use the proceeds of sales of
investments to meet the Company's expenses or distribute them to shareholders. Alterna vely, the
Board of Directors may redeem ordinary shares with such proceeds for shareholders pro rata to
their shareholding upon giving no ce of not less than 30 calendar days to shareholders (subject
always to applicable law) or repurchase ordinary shares at a price not exceeding the last published
net asset value per share.
5

SHARE CAPITAL (Con nued)

Warrants
On 19 May 2015, the Company issued a Prospectus for a bonus issue of warrants to shareholders
pro rata, on the basis of one warrant for every three ordinary shares held. The exercise dates of
these warrants were 1 June 2016, 1 December 2016 and 1 June 2017 with the exercise price of
USD1.998. A total of 19,977,746 warrants were issued and admi ed to trading on the AIM Market.
As at 30 June 2018, nil (2017: nil) warrants are outstanding. During the year, there was an exercise
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of nil (2017: 19,941,819) warrants to subscribe for nil (2017: 19,941,819) ordinary shares at a price
of USD1.998 per ordinary share.
The proceeds that arise on the warrant exercise for the year were USDnil (2017: USD39,843,754).
The net proceeds arising on the exercise of the warrants will be invested in accordance with the
Company's investment policy.
6

NET ASSETS ATTRIBUTABLE TO SHAREHOLDERS

Total equity of USD201,985,113 (2017: USD210,535,502) represents net assets a ributable to
shareholders. There is no diﬀerence between net assets a ributed to shareholders calculated as
per the prospectus and in accordance with the Company's policy (2017: none).
7

NET GAIN FROM INVESTMENTS IN SECURITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
2018
USD

Net gain from investments in securi es at fair value through
proﬁt or loss:
Realised gain
Adjustment to fair value of investments in securi es at
fair value through proﬁt or loss

8

2017
USD

49,457,762

14,944,033

(36,037,774)
13,419,988

15,331,713
30,275,746

RELATED PARTY TRANSACTIONS

Investment management fees
The Company's Shareholders approved an amendment to the Investment Manager Agreement as
detailed in the Company's circular dated 16 August 2013. Pursuant to the amended agreement the
Investment Manager is en tled to receive a monthly management fee, paid in the manner set out
as below:
•

On the amount of the Net Asset Value of the Company up to and including USD100
million, one-twel h of two per cent.;

•

On the amount of the Net Asset Value of the Company above USD100 million up to and
including USD150 million, one-twel h of 1.75 per cent.; and

•

On the amount of the Net Asset Value of the Company that exceeds USD150 million,
one-twel h of 1.50 per cent.

The management fee accruing to the Investment Manager for the year to 30 June 2018 was
USD3,845,714 (2017: USD2,880,552).
Incen ve fees
The Company will pay the Investment Manager an incen ve fee equal to 15 per cent of the Excess
Performance amount each year, subject to certain criteria being met. The fee is calculated and
payable as set out in the Investment Management Agreement Side Le er dated 11 September
2013. Excess performance amount is calculated as follows:
Excess Performance amount = (A - B) x C Where:
A is the closing NAV per share as at the end of the repor ng period.
B is equal to the higher of:
(i)

the Ini al High Water Mark increased by ﬁve per cent per annum on a compound basis; and
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(ii)
the highest previous value for A in respect of a repor ng period in which an incen ve fee
was paid, increased by ﬁve per cent per annum on an compound basis.
C is equal to the me weighted average number of shares in issue as at the end of the repor ng
period.
2018
USD
Performance fee

2017
USD
-

3,132,919

The Company has a payable amoun ng to USD 1,044,306 to the Investment Manager. The
Company entered a deed of termina on and se lement with the Investment Manager on 26 June
2018 to early terminate the investment management agreement. The payable is a compensa on
payment in respect of the early termina on.
Directors' fees and expenses
The Board determines the fees payable to each Director, subject to a maximum aggregate amount
of USD350,000 (2017: USD350,000) per annum being paid to the Board as a whole. The Company
also pays reasonable expenses incurred by the Directors in the conduct of the Company's business
including travel and other expenses. The Company pays for directors and oﬃcers liability insurance
coverage. The charges for the year for the Directors fees were USD514,832 (2017: USD257,000)
and expenses were USD121,555 (2017: USD92,872). Included in the fees paid for the year of
USD514,832 was an amount of USD175,000 which related to performance fees paid to the former
Chairman. The net amount of fees therefore, exclusive of performance fees, payable to both the
previous and current board members was USD339,832. As announced on 6 September 2018,
USD125,000 was refunded to the Company by the former board.
8

RELATED PARTY TRANSACTIONS (Con nued)

Directors' ownership of shares and warrants
As at 30 June 2018, none of the Directors directly held ordinary shares of the Company (2017:
131,371 shares, those share belongs to the previous board members). Mr. Funaki is a Director of
Discover Investment Company which holds 3,600,000 ordinary shares in VNH represen ng 5.5% of
the issued share capital.
9

CUSTODIAN FEES

Custodian fees are charged at a minimum of USD12,000 (2017: USD12,000) per annum and
received as a fee at 0.08% on the assets under administra on ("AUA") per annum. Custodian fees
comprise safekeeping fees, transac on fees, money transfer fees and other fees. Safekeeping of
unlisted securi es up to 20 securi es is charged at USD12,000 (2017: USD12,000) per annum.
Transac on fees, money transfers fees and other fees are charged on a transac on basis.
The charges for the year for the Custodian fees were USD195,123 (2017: USD172,607).
10

ADMINISTRATIVE AND ACCOUNTING FEES

The administrator receives a fee of 0.07% per annum for AUA less than USD100,000,000; or 0.06%
per annum for AUA greater than USD100,000,000 calculated on the basis of the net assets of the
Company, subject to an annual minimum amount of USD5,500 per month.
The charges for the year for the Administra on and Accoun ng fees were USD140,231 (2017:
USD111,404).
11

CONTROLLING PARTY
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The Directors are not aware of any ul mate controlling party as at 30 June 2018 or 30 June 2017.
12

FAIR VALUE INFORMATION

For certain of the Company's ﬁnancial instruments not carried at fair value, such as cash and cash
equivalents, accrued dividends, other receivables, receivables/payable upon sales/purchase of
investments and accrued expenses, the amounts approximate fair value due to the immediate or
short term nature of these ﬁnancial instruments.
Other ﬁnancial instruments are measured at fair value on the statement of comprehensive income.
Fair value es mates are made at a speciﬁc point in me, based on market condi ons and
informa on about the ﬁnancial instrument. These es mates are subjec ve in nature and involve
uncertain es and ma ers of signiﬁcant judgement and therefore, cannot be determined with
precision. Changes in assump ons could signiﬁcantly aﬀect the es mates.
•

Level 1: Inputs that are quoted market prices (unadjusted) in ac ve markets for
iden cal instruments. This level includes listed equity securi es on exchanges (for
example, Ho Chi Minh Stock Exchange).

•

Level 2: Inputs other than quoted prices included within Level 1 that are observable
either directly (i.e., as prices) or indirectly (i.e., derived from prices). This level
includes instruments valued using: quoted prices for iden cal or similar instruments
in markets that are considered less than ac ve; quoted market prices in ac ve
markets for similar instruments; or other valua on techniques in which all signiﬁcant
inputs are directly or indirectly observable from market data.

•

Level 3: Inputs that are not based on observable market data (i.e. unobservable inputs).
This level includes all instruments for which the valua on technique includes inputs
not based on observable data and the unobservable inputs have a signiﬁcant eﬀect on
the instrument's valua on.

The table below analyses ﬁnancial instruments measured at fair value at the repor ng date by the
level in the fair value hierarchy into which the fair value measurement is categorised. The amounts
are based on the values recognised in the statement of ﬁnancial posi on. All fair value
measurements below are recurring.
Level 1
USD

Level 2
USD

Level 3
USD

Total
USD

2018
Financial assets classiﬁed at fair value
upon ini al recogni on
Investments in securi es

188,095,761

11,921,588

-

200,017,349

182,827,649

24,266,321

1,179,177

208,273,147

2017
Financial assets classiﬁed at fair value
upon ini al recogni on
Investments in securi es

The level in the fair value hierarchy within which the fair value measurement is categorised in its
en rety is determined based on the lowest level input that is signiﬁcant to the fair value
measurement in its en rety. Assessing whether an input is signiﬁcant requires judgement including
considera on of factors speciﬁc to the asset or liability. Moreover, if a fair value measurement uses
observable inputs that require signiﬁcant adjustment based on unobservable inputs, that fair value
measurement is a Level 3 measurement.
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12

FAIR VALUE INFORMATION (Con nued)

Valua on techniques used in measuring Level 3 fair values, as well as the signiﬁcant unobservable
inputs used:
Inter-rela onship between key
unobservable inputs and fair value
measurement

Investment type

Valua on technique

Signiﬁcant unobservable inputs

Conver ble bond

• Discounted cash ﬂows (in
• Risk-adjusted discount rate (2018:
valuing the straight bond); and
N/A; 2017: 8.50%);
• Black-Scholes model (in valuing • Dividend yield (2018: N/A; 2017:
the conversion feature)
4.32%)

The es mated fair value will increase
(decrease) if:
• the risk-adjusted discount rate was
lower (higher);
• the dividend yield was lower (higher)

Although the Company believes that its es mates of fair value are appropriate, the use of diﬀerent
assump ons could lead to diﬀerent measurements of fair value. The directors consider that any
reasonably possible changes to the unobservable input will not result in a signiﬁcant ﬁnancial
impact.
Financial assets at fair value through
proﬁt or loss
2018
2017
USD
USD
Balance at 1 July
Purchases
Sales
Total gains and losses recognised in proﬁt or loss *
Balance at 30 June

1,179,177

1,911,733

-

-

(895,613)
(283,564)

(894,897)
162,341
1,179,177

-

* Total gains or losses recognised in proﬁt or loss for assets and liabili es held at the end of the repor ng
period, as included in the statement of comprehensive income.

13

CLASSIFICATIONS OF FINANCIAL ASSETS AND LIABILITIES

The table below provides a breakdown of the line items in the Company's statement of ﬁnancial
posi on to the categories of ﬁnancial instruments.

Note
2018
Cash and cash equivalents
Investments in securi es at
fair value
Accrued dividends
Receivables on sale of
investments
Other receivables

3

Fair value through
proﬁt or loss
USD

Loans and
receivables
USD
-

3,122,618

200,017,349
-

469,406

200,017,349

Payables on purchase of
investments
Other payables
Accrued expenses

Total
carrying
amount
USD

Other
liabili es
USD

101,485
3,696,509

-

-

-

-

-

-

-

-

-

-

3,122,618
200,017,349
469,406
101,485
203,710,858

403,069

403,069

193,183

193,183

1,129,493

1,129,493

1,725,745

1,725,745

2017
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Cash and cash equivalents
Investments in securi es at
fair value
Accrued dividends
Receivables on sale of
investments
Other receivables

Payables on purchase of
investments
Other payables
Accrued expenses

14

3

-

10,323,903

208,273,147
-

155,582

-

13,318

208,273,147

10,492,803

-

-

-

-

-

-

-

-

-

4,981,932

10,323,903
208,273,147
155,582
13,318
218,765,950

4,981,932

139

139

3,248,377

3,248,377

8,230,448

8,230,448

EARNINGS PER SHARE

The calcula on of basic and diluted earnings per share at 30 June 2018 was based on change in net
assets a ributable to ordinary shareholders of USD11,251,444 (2017: USD27,314,984) and the
weighted average number of shares outstanding of 70,298,637 (2017: 55,760,831). The warrants of
the Company had been fully exercised as of the last year end.
15

NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED

A number of new standards and amendments to standards are eﬀec ve for annual periods
beginning a er 1 July 2017 and earlier applica on is permi ed; however, the Company has not
early applied these new or amended standards in preparing these ﬁnancial statements. The one
new standard poten ally relevant to the Company is IFRS 9 Financial Instruments ("IFRS9"), which is
discussed below.
IFRS 9, published in July 2014, replaces the exis ng guidance in IAS 39 Financial Instruments:
Recogni on and Measurement ("IAS 39"). IFRS 9 includes revised guidance on the classiﬁca on and
measurement of ﬁnancial instruments, a new expected credit loss model for calcula ng impairment
on ﬁnancial assets and new general hedge accoun ng requirements. It also carries forward the
guidance on recogni on and derecogni on of ﬁnancial instruments from IAS 39.
IFRS 9 is eﬀec ve for the Company's annual repor ng periods beginning on or a er 1 July 2018,
with early adop on permi ed.
Classiﬁca on of ﬁnancial assets and ﬁnancial liabili es
IFRS 9 contains three principal classiﬁca on categories for ﬁnancial assets: measured at amor sed
cost, fair value through other comprehensive income (FVOCI) and fair value through proﬁt or loss
(FVTPL). IFRS 9 classiﬁca on is generally based on the business model in which a ﬁnancial asset is
managed and its contractual cash ﬂows. The standard eliminates the exis ng IAS 39 categories of
held-to-maturity, loans and receivables and available-for-sale. Under IFRS 9, deriva ves embedded
in contracts where the host is a ﬁnancial asset in the scope of the standard are never bifurcated.
Instead, the whole hybrid instrument is assessed for classiﬁca on.
IFRS 9 largely retains the exis ng requirements in IAS 39 for the classiﬁca on of ﬁnancial liabili es.
However, although under IAS 39 all fair value changes of liabili es designated under the fair value
op on are recognised in proﬁt or loss, under IFRS 9 fair value changes are generally presented as
follows:
•

The amount of change in the fair value that is a ributable to changes in the credit risk
of the liability is presented in OCI; and
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•

The remaining amount of change in the fair value is presented in proﬁt or loss.

•

Based on the Company's ini al assessment, this standard is not expected to have a
material impact on the classiﬁca on of ﬁnancial assets and ﬁnancial liabili es of the
Company. This is because:

•

The ﬁnancial instruments classiﬁed as held-for-trading under IAS 39 will con nue to be
classiﬁed as such under IFRS 9;
Other ﬁnancial instruments currently measured at FVTPL under IAS 39 are designated
into this category because they are managed on a fair value basis in accordance with a
documented investment strategy. Accordingly, these ﬁnancial instruments will be
mandatorily measured at FVTPL under IFRS 9; and

•

•

Financial instruments currently measured at amor sed cost are: cash and cash
equivalents, accrued dividends, and other receivables. These instruments meet the
solely principal and interest criterion and are held in a held-to-collect business model.
Accordingly, they will con nue to be measured at amor sed cost under IFRS 9.

Impairment of ﬁnancial assets
IFRS 9 replaces the 'incurred loss' model in IAS 39 with an 'expected credit loss' model. The new
impairment model also applies to certain loan commitments and ﬁnancial guarantee contracts but
not to equity investments. Under IFRS 9, credit losses are recognised earlier than under IAS 39.
Based on the Company's ini al assessment, changes to the impairment model are not expected to
have a material impact on the ﬁnancial assets of the Company. This is because:

16

•

The majority of the ﬁnancial assets are measured at FVTPL and the impairment
requirements do not apply to such instruments; and

•

The ﬁnancial assets at amor sed cost are short-term (i.e. no longer than 12 months), of
high credit quality and/or highly collateralised. Accordingly, the expected credit losses
on such assets are expected to be small.
SUBSEQUENT EVENT

The investment manager for the Company has changed to Dynam Capital Management Limited
eﬀec ve on 16 July 2018.

This information is provided by RNS, the news service of the London Stock Exchange. RNS is approved by the Financial
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