EUROCHAM BUSINESS CLIMATE INEEBRUARY 2014

€UROCHAM

European Chamber of Commerce |

PRESS CLIPPING

TELEVISION

No Channel Column Broascasting time

1 VTV1 News 19.00Feb 26

2 SCTV VITV) Vietnam News Box March 2014

PRINTED PRESS

No Newspaper Article/News Date | Page

1 | ViethamNews EuroCham sees business confidence up Feb 26 4

2 | VIR Euro firms give upbeat prognosis March 3 5

3 \T/i';tgsam Economic European businesses aoptimistic about Vietnam Feb 26 6

4 | Sai Gon Giai Phong European _en@erprlses boost invetsment a| Feb 26 7
recruitment in Vietham

5 | Tintuc Business prospect increases dramatically Feb 26 8

6 | Hanoimoi Egropean firms confident in business climate Feb 26 9
Vietnam

ONLINE PRESS

No | Newspaper Article/News Date. Page

1 | Vietham News EuroCham sees business confidence up Feb 26 10

2 | VIR Euro firms give upbeat prognosis March 4 | 11

3 | Vietnam Plus 9dzNR/ KI YY ASGYlFYQA 0dzaAy Feb25 13

4 | Thanh Nien News | European firms regain optimism about Vietnam outlook Feb 28 14

5 | Sai Gon Giai Phond European t_ante_rprlses develop investment plans ¢ Feb 26 15

1 recruitment in Vietnam

6 | VOV Online 9dzNB/ KI YY +*ASGYyl YQa 0 dza Ay Feb26 16

7 | Tuoi Tre News 9dzNR/ KI'Y aleéa *=ASGYylIYQa {(Feb26 | 17

8 |NhanDanOnline |9 dzNB/ KI YY *#ASOYyl YQA 0dzaAyFeb25 | 18




€UROCHAM

European Chamber of Commerce |

9 |DauTu EuroCham: Business Climate Index increase dramaticq Feb 26 19
10 | VnExpress Egropean firms are optimistic about business climate Feb 26 20
Vietnam
11 | Dantri Transfer pricing does not harm for business climate in | Feb 26 21
European firms are more optimistic about busing Feb 25
12 | Lao Dong outlookin Vietnamg Feb 25 22
13 | New Hanoi Online Eurqpean firms increasing confidence in business out| Feb 25 23
in Vietnam
14 | VnEconomy European enterprises are optimistic about Vietnam Feb 25 24
15 | Nhan dan E_uropean enterpriese confident in businesatlook in Feb 25 26
Vietnam
16 | Dat Viet E_uropean firms increase investment and recruitment] Feb 26 57
Vietnam market
17 g?]ﬁzn Times European firms plan increasing investment Feb 25 28
18 | Tuoi Tre Online Eurppean_ gnterpnses recover confidence in do Feb 25 29
business in/ietham
: : o . . : Feb 25
19 | Vietnam Plus Business prospect in Vietnam is increasing dramaticall) 30
20 | vov E_uropean firms are optimistic with businessitlook in Feb 26 31
Vietnam
21 | CAND Online European firms increase business prospect in Vietnam| Feb25 33
22 | CPV Online B_usmes; prospegt in I_Europegn business communit] Feb 25 33
Vietnam is dramatically increasing
- Business Climate Index in Vietnam over the average U
23 | BizLive 59 point for the first time since 2012 Feb 25 34
24 Sai Gon GiaPhong| European businesses boosting investment and recuitn| Feb 26 35
Online in Vietnam
. 9dzNR LISy Sy dSNILINAR&Sa ¥F2NXFeb25
25 | eFinance YR OAYLINE @Ay 3¢ 36
26 | Banking Times BCI Q1/2014 dramatically increases up to 59 Feb 25 37
27 Vietnam  Financeg Business climate index in Vietnam reach 59 point for| Feb 25 38
Times first time
28 | Cong Thuong European firms optimistic about Vietham market Feb 26 39




€UROCHAM

European Chamber of Commerce |

29 | HCMC Web European firms confident in business outlook in Vietnal Feb27 40

30 | Giao thong van tai | European firms increase confidence in Vienam Feb 27 41

31 | Epress Business climate in Vienam grows up to 59 point Feb 26 42

32 | Thanh tra Qonfldent of European business community hig Feb 26 43
increases

33 | VTV Online Busmess climate index in Vietnam over average for Feb 26 45
first time

34 g':l?nt: do thi Optimistic about business outlook in Vietham Feb 26 46




Wednesday
February 26, 2014

€UROCHAM

European Chamber of Commerce In Vietnam

1. VietnamNewsg EuroCham sees business confidencequpeb 26

‘ ’Q R,
Volume XXIV, Number 8053 let am e U ' S
28 pages VND 6,000 ®

@ THE NATIONAL ENGLISH LANGUAGE DAILY

Published by Vietnam News Agency

vietnamnews.yn p

EuroCham sees business confidence up

HCM CITY — Business
confidence and outlook among
European businesses in Viét Nam
have significaatly increased,
according 1o a the 14" quarterly
EuroCham Business Climate Index
survey. conducted in February
2014 and rcleased yesterday.

It said the Business Climate
Index (BCI) rose above the mid-
point - from 50 t0 59 points.

EuroCham Exccutive
Director’s Csaba Bundik said:
*“The BCI having gone above the
midpointis indeed great news and
the first time we have seen this
since the second quarter of 2012,
This is a very healthy sign, as it
demonstrates that European com-
panics are regaining trust in the
Vietnamese market.™

“However, it is important to
note that the BCI could decrease
again next quarier, as we have
seen it happen ever since the very
first BCI was published,” Bundik
said.

The BClrise was likely due to
the upswing of sales and general
business optimism around TE (Lu-
nar New Year), the EuroCham re-
port said.

But the report noted that an
increase of nine percentage
points scemed to suggest that
other factors than TEL optimism
were at play.

“Decreased fear of inflation,

confidence in the macroeconomic
outlook and the hope of the con-
clusion of a strong Free Trade
Agreement are also likely to have
had an impact,” a press release
about the report said.

Just under half of the busi-
nesses surveyed were in the ser-
vices industry, a quarter in manu-
facturing. and a fifth in trading.
Ten per cent were engaged in
other activitics.

Compared to the results of last
quarter’s BCI, the number of re-
spondents assessing their current
business situation as positive
jumped [rom 38 per cent to 45 per
cent - an increase of seven per-
centage points.

Respondents also assessed
their sales and level of business
activity in the last 12 months, with
42 per cent saying the past year
had been more profitable than
previous years. This also helped
to explain the jump of the BCI
from 48 1o this year's 59.

However, at least 32 per cent
of those surveyed found the past
12 months to have becn less
profitable.

Business outlook

Of those surveyed, 49 per cent had

positive business expectations

compared to last year's 30 per cent.
This positive outlook might be

linked to the likely conclusion of

the EU - Viét Nam Free Trade
Agreement (FTA) later this year,
the resolution of a number of is-
sucs from the EuroCham
Whitcbovk and continued strong
collaboration with the Govern-
ment of Viét Nam, EuroCham said
in its press release.

At the same time, 30 per cent
had a negative outlook. higher
than last year's findings (28 per
cent).

In addition, the positive trend

" of the expected number of busi-

ness orders continued, reaching
70 per cent (from 67 per cent and
61 per cent in the past two quar-
ters, respectively).

And the level of respondents
expecting a reduction of business
orders remained relatively low, 15
per cent compared (o 14 per cent
last quarter.

In line with this development,
reported investment plans have
remained positive. with 78 per
cent of respondents intending to
keep or increase their investiment
levels.

These trends have had a posi-
tive impact on recruitment plans,
with those surveyed saying they
would increase their headcounts
to 48 per cent this quarter com-
pared to 47 per cent the previous
quarter.

The number of respondents
expecting to reduce their

workforce remained low at 16 per
cent compared to 15 per cent last
quarter.

Macroeconomic outlook

Al least 47 per cent of the
companics surveyed said they
cxpected  stabilisation  and
improvement of the
macrocconomic sitwation but 23 per

_cent feared a further deterioration,

At the same time. 29 per cent
believe inllation will have a “sig-
nificant or threatening impact™ on
their business, a drop compared
to 45 per cent last year.

EuroCham members said they
predicted the inflation rate would
be an average of 3.68 per cent,
Compared to last quarter’s esti-
mate of 4.69 per cent. this repre-
sented a significant improvement.

In another matter, when re-
spondents were asked to assess
the impact of the transfer pricing
debate on the business environ-
ment in Viét Nam, 38 per cent
found it o have a negative im-
pact, with an additional 57 per cent
saying it had a minor effect or
none at all.

As in previous years, the main
reasons respondents cited for
their continued investments in
Viét Nam were the size of the
market and business opportuni-
tics: labour costs; and the rela-
tively young population. — VNS



€UROCHAM

European Chamber

of Commerce in Vietnam

2. VIR- Euro firms give upbeat prognosisMarch 3

Euro firms give upbeat prognosis

EuroCham’s latest business climate index (BCl) shows
a notable upswing in European business confidence
in Vietnam. VIR's Hanh Linh talks with the chamber’s
executive director Csaba Bundik on the factors
contributing to this change and what Vietnam
should do to maintain a stable index.

EuroCham’s quarterly sur-
vey conducted in February
2014 saw the BCI move
above the midpoint for the
first time since 2012- up from
50 to 59. Why the change?
The rise is likely to be linked
to the upswing of sales and
general business optimism
around the 7et period, as we
have experienced in previous
years. However, an increase of
nine percentage points seems
to suggest that other factors
such as the decreased fear of
inflation, confidence in the
macro-economic outlook and
the hope of the conclusion of
an implementable EU-Viet-
nam free trade agreement
(FTA) later in the year are at
work.

About 42 per cent of sur-
vey respondents found the
past year to have been more
profitable — explaining the
jump from last year’s BCI of
48 to this year’s 59. However,
it should be noted that a con-
siderable 32 per cent found the
past 12 months to have been
less profitable.

The business climate index
could decrease again next
quarter as we have seen in
the past. What will keep the
index on an upward trend
sustainably in your view?

We believe that if Vietnam
addresses the cross-sectoral
issues of pricing, the role of
the state sector and intellec-
tual property rights, the busi-
ness  environment  will
improve. It is important to
note that the coming years
will determine the longer
term future of Vietnam — if
the government is successful
in addressing the issues iden-
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level

tified by the t com-
munity and a comprehensive
FTA is agreed, then Vietnam
will be a very strong regional
player. Foreign direct invest-
ment will further increase
both in quantity and quality
and EU enterprises will in-
creasingly perceive Vietnam
as their ASEAN hub or even
headquarters, from where
they can efficiently service
both ASEAN markets and
neighbouring countries.
EuroCham therefore be-
lieves that this is the opportu-
nity for the Vietnamese
government to demonstrate its
future economic aspirations
and send a clear signal to the
business community that Viet-
nam is ready to do business.

These recc ions

ernment and population: the
economy can only grow sus-
tainably if the business cli-
mate is favourable, if there is
alevel playing field; if corrup-
tion and the resulting ineffi-
ciencies are banished; and if
government bureaucracy and
oversight are reasonable.

Over the past two years the
Vietnamese tax authorities
have been very concerned
about foreign-backed firms
applying extensive transfer
pricing manoeuvres to evade
tax. One interesting finding
from the EuroCham survey is
when respondents were asked
to assess the impact of the

sfer pricing debate on the

are clearly in the long term in-
terest of the Vietnamese gov-

business environment in Viet-
nam, 38 per cent found it to

have a negative impact, with
an additional 57 per cent
finding it to have minor or no
impact. How justified is the
concern among the authori-
ties on the issue in your view?
The application of transfer
pricing mechanisms is an in-
ternationally-accepted prac-
tice and EuroCham members
are acting in accordance to
high compliance standards
and in line with the law. We
should also remember that
there may be any number of
good reasons behind reported
losses, in particular in recent
years with the companies in
Vietnam feeling the effects of
the global financial crisis.
Justifiable reasons for
losses include a significant
reduction in top-line revenue

(reduced demand, increased
discounting, etc); excess
fixed costs supporting much
lower turnover; excess inven-
tories and related carrying
costs; bad debts; increased fi-
nancing costs; and significant
commodity
prices affecting the price of
raw materials. For these rea-
sons, companies are incurring
real losses and, but it is likely
that they will continue to re-
ceive attention from the tax
authorities.

Vietnam has comprehen-
sive transfer pricing regula-
tions (Circular 66) that require
foreign companies to prepare
documentation to prove that
their prices are in line with
legislation. In addition annual
transfer pricing declarations

increases  in

are required to be filed dis-
closing related party transac-
tions and the pricing
methodology adopted.

The Vietnamese tax au-
thorities are focusing on
arrangements they believe
have been made to import
losses from overseas associ-
ates through non-market pric-
ing. For example, increases in
inbound management service
charges are a particular area
of focus and there have al-
ready been cases where sig-
nificant tax has been
reclaimed and large penalties
imposed.

Analysts are divided over
whether the economic situa-
tion in Vietnam in 2014 will
be better or worse than 2013.
What is your view?

Better. The Vietnamese
government has done a very
good job at a macro level in
the last two years. Two years
ago the inflation rate was 22
per cent, now it is in single
digits at below seven per
cent. Foreign currency re-
serves have doubled and the
domestic currency is very sta-
ble. We also anticipate more
good news such as foreigners
being able to buy up to 60 per
cent of a listed company in
Vietnam and changes in the
banking and finance sector.
The government recently re-
laxed rules on foreign owner-
ship in local banks which
creates more opportunities
for foreign investors. Non-
performing loans are also an
issue and the Vietnamese
government started to man-
age. We see step by step
changes and they make us a
bit more optimistic.m
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Doanh nghiép chau Au
~ 3 -~
lac quan ve Viet Nam .....

Ngay 25/2, Phong Thuong mai chau Au tai Viét Nam (EuroCham) cdng bé két
qun khao sat chi s6 kinh doanh ctia céc doanh nghiép chau Au tai Viét Nam.
Két qua khao sat cho thay muic dé tin cay va trién vong | kinh doanh trong cong
dong doanh nghiép chau Au tai Viét Nam dang tang 6 rét...

TRANG 9

~ 3
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Miic do tin tudng vé trién vong kinh t&" vi mé ting ro rét

Ngay 25/2, Phong Thuong
mai chau Au tai Viqt Nam
(EuroCham) cong bo két
qua khao sat chi s6 kinh
doanh cta céc doanh
nghiép chau Au tal viét
Nam. Két qua khao sat cho
thay muc do tin cay va
trién vong kinh doanh trong
cong dong doanh nghiép
chau Au tai Viét Nam dang
tang ro rét.

Lé Tra

W Chi s& Moi truong Kinh
doanh quy 1/2014 lin diu tién
vugt trén mic trung binh k€ ur
nim 2012, tang ur 50 1én 59
diém. Day la mirc tang trudng
quan trong, ph.m nao khing
dinh long tin cha cic
nghiép chau Au doi véi thi
trugng Viét Nam. Ong Preben
Hjortlund, Chu tich EuroCham
binh ludn: “Vigc ting ld|9d|<:m
(Imlnh nhu chot
con nhiéu hon ¢ sy lac q\ldn
sau TéL, vai mot niém tin thyc
sy trong cai thi¢n dicu kign
kinh dmnh va trién vong mong
dm Cl hung toi s€ tiép tuc nhimg
nd luc cia ching t6i d€ lam
viéc véi Chinh phu Viét Nam
@8 a0 ra I¢i ich thidt thuc cho
cong ddng doanh nghiép, n .un
dam bio tign do tich cyc nay".
Tuy nhién, mc gia ting 9%
vugt bac duong nhu con cho
thiy sy tac dong cua cac yéu (&
khac, ngodi sy lac quan do Tét,
bao gom suf lo ngai vé lam phat
da giam, do tin cly vé trién
vong kinh (&€ vi mo va hy vong
viéc hoan thanh mét Hiép dinh
Ty do thuong mai (FTA) khi
thi vii higu qua. Gin 172 s6
lugng doanh nghig¢p tham gia
vao cude khiao sat hoat dong
trong nganh dich vu, 1/4 trong

" Chisd kinh doanh cia doanh nghiép EuroCham qua cac quy |

QN QeI Qe OIS (uf NI Qus VNI Gu 20

(DVT: diém)

nganh san xuat, 1/5 trong nganh
thuong mai va 10% thude cac
nganh khac.

So véi két qua cia khao sat
quy trude, & lugng phan héi
cho biét tinh hinh kinh doanh
cua ho kha quan ting tir 38%
1&n 45%, ting 7%. Con sG niy
thim chi 16n hon con 3 cua
thai diém gin TE nam ngodi, &
mirc 40%. Du do, mire hign tai
cho thiy ro tinh hinh kinh
doanh dang dudc cai thign. 42%
DN tham gia khao sat cho biét
€6 Igi nhudn trong nim vifa
qua. Tuy nhién, cing un luu y
Ia, mol 58 wong d.mb Ké (32%)
hdi cho biét ho bi suy
giam lgi nhudn trong 12 thang
vifa qua. .

V& tuong lai, trién vong kinh
doanh, phan héi cua cac doanh
nghi¢p cho lh.l) da co su cai
thién dang k&, cic phan héi tich
cue ting lén 49% so vGi 44%
quy trudc va ting manh so vdi
30% nam trudc.

Bén canh d6, 30% dua ra
rién vong khdng tich cyc, cao
hon ndm ngodi (28%). Diéu nay
minh ching ro r.mg ring Chinh
pht Vigt Nam cin tiép tuc giai

quyét cic vin @& do cong dong
doanh nghigp kién nghj va dam
bao Ihcp dinh Ty do Thuong

ai chiu Au-Vigt Nam khi thi
va higu qua.

Tiép tuc véi xu hudng tich
cyc vé dy dodn cic don hang -
dat mitc 70% (so véi 67% va
61% cua 2 quy trudc), Trong
khi d6, s& lugng phan hoi dy
doan don hang giam duy tri
mitc khia thip - 15% so vdi
14'/( quy trude. Cung vdi sy
ucn trién nay, k& hoach diu tu
viin duy tri mifc tich cve, 78%
(quy tude la 81%) s6 ludng
phin hdi cho biét ho tiép we
ting von diu wr.

Sy gia ting tich cyc trong
don hang duge du dodn va k&
hoach ddu s tac dong tich cye
dén k& hoach tuyén dung, so
lugng phan hoi the hi¢n mong
dgi ting nhin lyc lu)«.n dung
ting nhe - 47'/1 qu» lr\t('k len

so vai 15%

& mifc thip - 16%
quy trudce.

Cic doanh nghi¢p phan hoi
phin nao tin wdng vao trién

vong kinh t& vi mé vdi 47% du
doin tinh hinh s& “6n dinh va
cai thién” va 23% lo ngai tiép
tyc suy thoai. Trong khi dé, s6
lugng phan héi dy dodn G 1@
lam phét ¢6 tic dong “ding ké
vi de doa” d&n hoat dong cia
doanh nghiép duy tri mic han
ch& (29%) so vdi quy trudc
(45% nam trudc).

Cac linh vyc ma suf cai thién
¢6 tac dong Ién nhat dén cong
dong doanh nghlep chiu Au,
tuong (ng vdi cic khiao sit
ln.m(. ap trung vio * Ph.lp ludt
ep do 1a

“Cd sd ha ting gido duc”.
Khi doanh nghiép duge hoi
danh gia nhu the nao vé anh
hudng cia cd ché chuyén gia
lén moi trudng Kinh doanh tai
Viét Nam, 38% cho ring ¢0 tac
dong tidu cyc, 57% cho ring tac
dong khong diang ké hoic
khong tac dong.

Du vay, cic doanh nghiép
phin hdi thé iém ti
va hy vong ring cic thach
thite khic nhau vé kinh & va
hanh chinh s¢ duge gidi quyét
mot cach tich cyc trong thai
gian t6i. Ho cing dva ra mot
loat cic ly do khac de 1iép tuc
diu wr viao Viét Nam, trong
46, hiu hé lién quan d&n “quy
mo thi trudng va cd hoi kinh
doanh hi¢u qun chi phi lan
sO tuang doi e”
aba Bundik, Giam doc
di¢u hanh EuroCham cho biét:
“Chi s6 méi trudng kinh doanh
vUdt trén mifc trung binh l1a
mot tin t6t. Py la diu higu
phuc hdi ré rang, cho lh.\)
ring céic DN chiu Au dang ldy
lai niém tin vio thi ln{(!nk
Vigt Nam, cung vdi mm thai
dlun rit lhu‘m Igi 1 an dén
hoi cua vige ky k;l FTA
EU-Vi¢t Nam”.
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