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Mild to Hot: Reflections on a Trip Through Southeast Asia
By Robert Silgardo, Analyst

Earlier this year, I spent two weeks in Southeast Asia to assess investment opportunities, test our investment theses,
and deepen our local network across the region. The trip began in Hong Kong, where I met with over 20 companies
across five days at one of the largest regional investor conferences. I then traveled to Vietnam and Thailand to tour
factories that have absorbed relocated capacity related to the ‘China plus one’ strategy. While in Vietnam, I also spent
time with several Vietnamese corporations to assess our investment theses across industries. I came away excited
about Vietnam and with cautious optimism about opportunities in China. Meanwhile, some questions remain
regarding Thailand’s future.

Hong Kong — Where Is Everyone?

Compared to my last visit in 2019, the mood on the
ground in Hong Kong felt subdued. Roads,
restaurants, and shops were less busy. With a {
pegged Hong Kong dollar and declining Chinese
renminbi, consumers seem to prefer shopping
across the border in mainland China. However, the
management teams I met were generally optimistic.
Largely, they believe it will take time for consumer
activity to recover but observe that some of the
recent stimulus measures are starting to work.

As part of the Hong Kong leg, I toured a new
development at the site of the old Kai Tak Airport,
which is owned by China Overseas Land (COLI),
one of our holdings in the Emerging Markets
Opportunities strategy. COLI is a leading SOE
property developer in China focused on premium
markets in Tier 1 & 2 cities. Despite the high prices, the building I toured was over 90% sold and over 80% occupied.
More than half of the buyers are from mainland China. With a strong balance sheet, COLI is well positioned to gain
market share in the current downturn. However, this example is not necessarily a good read-across — not all
developers are having the same level of success. Another site I visited had just 10% of its units sold despite being

Notable construction activity in Hong Kong at the China Overseas Land
development, Kai Tak. Photo Credit: Robert Silgardo, Altrinsic Global Advisors

built two years ago.

General weakness in the property market was certainly evident and just one piece of the larger economic growth
puzzle. We remain cautiously optimistic about China overall but believe patience will be required, as the rebound will
take time. As management teams continue to deliver on greater cash flow generation and return of capital, we can
afford to be patient.

Thailand — Work To Be Done

Economic activity in and around Bangkok was stronger than what I saw in Hong Kong. Tourism is an important
driver of the Thai economy (at about 20% of GDP, direct and indirect) and is still recovering to pre-pandemic levels.
I noticed tourists from India, the Middle East, and Europe, but the Chinese tourist presence was relatively subdued
despite recently implemented visa waivers (Chart 1).
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According to CEIC, FDI was
less than 1% of Thai GDP in
2023 (versus 4.3% in Vietnam). 4
Thai FDI growth is largely
limited to the auto sector;

M From China
beyond that, FDI opportunities
appear constrained, and internal
consumption remains the main
economic driver. However,
political turmoil continues to | | _ ma III |
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Chart 1: Chinese Tourism in Thailand Has Yet to Recover
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government has suspended a
consumer stimulus package that
could have aided economic growth.

One objective of my visit was to assess Thailand’s ability to attract
manufacturing capacity as an alternative to China!. The Thai government
set up the Eastern Economic Corridor, a special economic zone designed
to encourage FDI (Figure 1). One of my stops was an industrial park in
Rayong, located within the EEC and a few hours’ drive from Bangkok.
Industrial real estate company WHA Corp owns the park, which houses
the largest auto cluster in the country. It is an impressive site that opened
30 years ago with General Motors as its first customer. The relocation of
Chinese manufacturing capacity was evident. Chinese customers now
comprise 19% of revenue at this park, up from 5% five years ago. This
growth has been driven by supply chain shifts (auto) and consumer-
related manufacturing (electronics, furniture, appliances). The bulk of

WHA’s Chinese customers are SMEs that have followed their larger ; .

" 5 itv into Thailand The hot and spicy Tom Yum soup in Bangkok did
customers capacity into atland. not emulate the cool FDI environment! Photo

Credit: Robett Silgardo, Altrinsic Global Advisors

While on the ground, we were also
keen to gain a deeper understanding of
the role Thailand is playing in the
region’s digital infrastructure buildout,
given our investment in Advanced 4
Information Services (ALS). AIS, the [/
largest domestic telecommunications et - CAROcSie
company, owns about 20% of (

Thailand’s data center capacity. | &

Figure 1: Thailand’s Eastern Economic Corridor (EEC)
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country tries to attract regional Betr : =
customers amid weak domestic
corporate sentiment. We do not

believe data centers will be major Source: PR Newswire

! The broad effort by global companies to diversify away from China is known as ‘China Plus One.’



drivers of Thai economic
growth or FDI, but several
other ASEAN countries have
invested in data center 300
buildouts, and Thailand, sensing 250
it is behind the curve (Chart 2),
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Chart 2. Data Center Locations Across SelectEmerging Markets

350

armed guards) Tier 4 data center
(DC Supernap) located close to one of the subsea landing stations. Supernap claims to be the only ASEAN DC that
guarantees 100% uptime, but the facility appeared underutilized and mismatched vis-a-vis current customer needs, as
most customers currently do not require data centers with such high technical specifications.

By contrast, AIS’ expansion efforts are more measured, building capacity prudently and primarily for internal use. Its
tirst hyper-scale data center for external customers will go live next year. Additionally, AIS is benefitting from in-
market consolidation with now just two national telecom operators. A tourism and consumption recovery can further
boost wireless service revenue growth at AIS. Results for the first half of the year have beaten market expectations
and we expect the recent momentum to be sustainable.

Vietnam — Wow!
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busy streets, full restaurants, and
a vibrant bar scene. Residents
and tourists alike appeared to be
comfortably spending money.

Source: Vietnam General Statistics Office

Vietnam has some of the best consumer demographics in the ASEAN region — a young population with a median age
of 31.5% and the highest working percentage of the population in the region*. Our conversations with consumer
companies — including leading dairy brand Vina Milk (an attractive holding in our emerging markets portfolio due to
its market share gains and tailwinds linked to consumer premiumization) and integrated consumer goods

2 As of November 2023; Source: Savills Industrial Whitepaper 2023.
3 Source: Jeffries, Worldometer.
* Source: Jeffries, GSO Vietnam, NSO Thailand, Statistics Indonesia, BNM, PSA




conglomerate Masan Group — reinforced my anecdotal observations and indicated that consumption trends were
improving through the second quarter.

In conjunction with strong Chart 4. FDI Growth Accelerated as MNCs Look for Alternatives to China
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Two other areas of interest in
Vietnam are infrastructure and real estate — and I left with a fair degree of confidence in both. In one of my meetings,

ports operator Gemadept expressed that container demand has improved enough this year to justify raising prices by
15%. The main drivers of their business are imports from China (particularly in the north) and exports to the US. 1
also met with our holding Hoa Phat Group (HPG), the largest steel producer in Vietham. HPG’s low-cost structure,
leading market share, and new capacity coming online at year-end position the company to benefit from robust steel
demand growth driven by increased infrastructure investment and a recovery in residential construction activity.

My conversation with CBRE revealed that growth in the Vietnamese real estate sector has been affected more by a
lack of supply than weak demand. New projects have stalled due to permitting issues and limited visibility into
regulations linked to the ongoing anti-corruption campaign.

I also toured two of the mega Vinhomes projects in Hanoi. Vinhomes is Vietnam’s largest real estate developer, and
the projects are mini-cities complete with schools (public and private), shopping malls, entertainment complexes, and
even a beach! Vinhomes has built office space within the developments to help lower commute times and improve
quality of life. Each development has units at every price point, thereby creating inclusive communities in line with
national social initiatives. As one of our core holdings, Vinhomes is very well-positioned to capitalize on increased

Venice in Hanoi! A “road” in Vinhomes Ocean Park. The beach at Vinhomes Ocean Park.
Photo Credit: Robett Silgardo, Altrinsic Global Advisors Photo Credit: Robert Silgardo, Altrinsic Global Advisors

5 As of July 2024 (comparing Jan-Jul 23 to Jan-Jul ’24); Source: Ministry of Planning and Investment



demand in Vietnamese housing amid structural urbanization. As supply restrictions ease and consumer sentiment
improves, we expect shares to re-rate higher from historically cheap levels.

After a few days in Vietnam, I cannot help but remain excited about the long-term prospects for the country. The
trip reinforced our investment thesis and the economic growth drivers became self-evident: a) strong FDI supported
by the ‘China plus one’ strategy, b) favorable consumer demographics, and ¢) growing tourism, which has already
surpassed pre-pandemic levels. On the last point, I believe Vietnam has great potential to rival Thailand as a tourist
destination over the next few years. I certainly plan to return as a tourist!

Closing Remarks

As a whole, the ASEAN region remains an attractive investment destination driven by desirable consumer
demographics and an increasingly sophisticated manufacturing base that is supportive of FDI. Of the three countries
I visited on this trip, Vietnam’s long-term economic growth drivers are most apparent, reinforcing our views about
this exciting frontier market. Meanwhile, investment opportunities in Thailand appear scarce. With modest FDI
prospects, growth will need to come from tourism and the consumer, both of which could be challenged over the
mid-term. We continue to find compelling investment opportunities with attractive risk/rewatd profiles throughout
the region and look forward to our next trip — both for business and pleasure!

IMPORTANT CONSIDERATIONS & ASSUMPTIONS

This document has been prepared solely for informational purposes and nothing in this material may be relied on in any manner
as investment, legal, medical, accounting or tax advice, or a representation that any investment or strategy is suitable or
appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to you. All information is to be
treated as confidential and may not be reproduced or redistributed in whole or in part in any manner without the prior written
consent of Altrinsic Global Advisors, LLC (“Altrinsic”). The information contained herein shall not be relied upon as a primary
basis for any investment decision, including, without limitation, the purchase of any Altrinsic products or engagement of Altrinsic
investment management services; there is no and will be no agreement, arrangement, or understanding to the contrary. This
material has been prepared by Altrinsic on the basis of publicly available information, internally developed data and other third
party sources believed to be reliable. No assurances or representations are provided regarding the reliability, accuracy or
completeness of such information and Altrinsic has not sought to independently verify information taken from public and third
party sources. Altrinsic does not accept liability for any loss arising from the use hereof. Any projections, market outlooks,
opportunities or estimates in this document are forward-looking statements and are based upon certain assumptions and are
subject to change. Due to various risks and uncertainties, actual events or results, or the actual performance of any investment or
strategy may differ materially from those reflected or contemplated in such forward-looking statements. Except where otherwise
indicated, the information provided, including any investment views and matket opinions/analyses expressed, constitute
judgments as of the date of this document and not as of any future date. This information will not be updated or otherwise
revised to reflect information that subsequently becomes available, or changes in circumstances or events occurring after the date
hereof. This material, including any specific security or strategy references, does not constitute investment advice and should not
be viewed as cutrent or past recommendations or a solicitation of an offer to buy or sell any securities or to adopt any investment
strategy. Any specific investments referenced may or may not be held by accounts managed by Altrinsic and do not represent all
of the investments purchases, sold, or recommended for client accounts. Readers should not assume that any investments in
securities or strategies referenced were or will be profitable. Investing entails risks, including possible loss of principal. This
document is not intended for public use or distribution.



