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ince 2020, Vietnam has wit-
nessed a significant increase
in both numbers of complet-
ed transactions and trans-
action value, totalling over $12.7
billion with over 1,140 deals, ac-
cording to Capital IQ data and Grant
Thornton Vietnam'’s analysis.

Notably, despite the limitations
of the pandemic, Vietnam’s invest-
ment market hit a record year in
2021, both in terms of transaction
value and volume, as evidenced by
41 per cent on-year growth in deal
volume and 37 per cent increase
in deal value from 2020. This jump
was driven by sustained efforts to
attract foreign investment and Viet-
nam'’s economic stability.

However, the picture of the Vi-
etnamese investment market in the
first 10 months of 2022 failed to im-
press. The period recorded only 227
deals, marking a decrease of 42 per
cent in deal volume and 29 per cent
in transaction value compared to
the corresponding period of 2021.

The Vietnamese investment ac-
tivity downtrend in 2022 to that
point has mirrored the current glob-
al investment market. According to
Refinitiv data, global investment in
the first half of the year was down
21 per cent by value and 17 per cent
by volume compared to the same
period the previous year, due to in-

reaching $8.5 billion, equivalent to
66 per cent total value of completed
deals. In terms of deal size, the most
common ticket size among venture
capital investors, according to our
observation, is $1-3 million while PE
buyers prefer larger deal sizes rang-
ing from $5-30 million.

We also observed that the pre-
ferred exit methods in Vietnam's
market are through trade-sales and
secondary buyouts, while initial
public offering is no longer a pre-
ferred option as it used to be several
years ago. This would probably be
the result of unstable capital mar-
kets, especially during the perceived
uncertainty for the global economy.

KEY SECTORS
FOR PE INVESTMENT

By volume, the industrial, IT,
and consumer discretionary sectors
were the three most targeted.

Despite being the most attractive
sector by volume in 2020 and 2021,
industrials dropped from 81 deals
in 2021 to only 28 deals during the
first 10 months of 2022, worse than
2020’s performance of 72 deals.

Consumer discretionary contin-
ued to receive increasing interest
from investors with deal volume
ranging from 23 to 36, while tech
deals also maintained their uptrend
momentum thanks to investment
themes related to online payment,
e-commerce, and blockchain. It saw
26 deals in 2020 and this increased
to 42 deals in 2021 and 34 deals in
the first 10 months of 2022.

In terms of value, finance, con-
sumer discretionary, IT, and con-
sumer staples are the top areas
that attract private investment, ac-

THE LARGEST PE INVESTORS

During the last three years, the
largest PE investors in terms of
transaction value were all overseas
players from Asia, including SMBC
Consumer Finance Co. Ltd, GIC
Private Limited, SK South East Asia
Investment, Alibaba Group Holding
Limited, Baring Private Equity Asia,
Mizuho Bank Ltd., KKR&Co, with av-
erage deal size of $400 million.

Previously, investment activities
were dominant by foreign investors
but this situation has changed sig-
nificantly as local players are more
actively involved in transactions.
Since 2020, local players partici-
pated in over 500 transactions with
a total value of more than $4.8 bil-
lion, accounting for 44 per cent by
volume and 38 per cent by value of
Vietnam’s total investment market.

In PE their participation also
cannot be ignored. From our obser-
vation, local investors have started
to tap into the PE market, although
their activity has been moderate
compared to foreign peers. Since
2020, Vietnamese-based investors
were involved in 240 deals with a
total deal value of over $1.9 billion,
representing approximately 30 per
cent and 23 per cent by volume and
value respectively.

VENTURE CAPITAL ACTIVITIES
The largest VCs in Vietnamese
market are mainly overseas funds,
namely Genesia Ventures, Y Com-
binator Management, Wavemaker
Partners, FEBE Ventues, ]Jungle
Ventures, and Venturra Capital,
with average deal size at $4 million.
Jungle Venture had the largest total

Source: Capital IQ, Grant Thornton Vietnam Analysis

PRIVATE EQUITY INVESTMENT SECTOR BY TRANSACTION ON VALUE (2020 - OCT 2022)

1,586

1,254 2
120 1,023

USDmn

Consumer  Information ~ Consumer
Discretionary Technology Staples

Financials

transaction value ($103 million) as
well as the average deal size ($15
million).

A larger-than-average transac-
tion value of Jungle Venture was
contributed by investments into
KiotViet ($45 million) and Global
Online Financial Solutions Ltd. ($20
million), where Jungle Venture co-
invested with other funds.

Some active domestic players
entering in venture capital market
include Do Venture, Mekong Capi-
tal, and VinaCapital Ventures. Me-
kong Capital had lesser deal counts
but a much larger average deal size
than Do Ventures. Our observations
show that Mekong Capital prefers
to invest in companies that have at
least one year of operations and typ-
ically invests in companies with an-
nual revenues between $3-10 mil-
lion, and annual net profit between
$300,000 and $2 million in the year
it makes the investment.

VIETNAM INVESTMENT
OUTLOOK

Despite the challenges in the
global and domestic investment
environment such as the soaring
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inflation, rising interest rates and
looming recession, the outlook
for investment in the Vietnam-
ese market is expected to be still
bright in the medium and long term
and there are several factors for
this: Firstly, Vietham’s economy is
dominated by small- and medium-
sized enterprises with 98 per cent
of market share and contributing to
47 per cent of national GDP. How-
ever, SMEs still face difficulties in
accessing finance.

Vietnam has been regarded as
an attractive investment destina-
tion by foreign investors thanks to
the reform of legal framework to
allow wider access to them. Moreo-
ver, the lifting of foreign ownership
limits, the clearer and more favora-
ble policy on capital gains and cor-
porate income tax, also help to make
Vietnam a more attractive invest-
ment destination.

Thirdly, equitisation of state-
owned enterprises, after slow pace
in prior years, is expected to gain
momentum and will offer a large
pool of investment opportunities for
both foreign and local investors in
the coming years.

of renewable investment offers a
promising opportunity for invest -
ment going forward, especially
private investment owing to a va -
riety of unlisted renewable energy
players.

e |T is expected to continue to im -
press thanks to the government'’s
incentives in digital transformation

among Vietnamese enterprises and

the fact that Vietnam has shown
its potential to become the next
tech startup hub. In recent years,
the startup ecosystem has evolved,
making it more convenient for the
growing technology start-ups.

A strong technology talent pool

coupled with a growing entrepre -
neurial mindset also play an im -
portant role in transforming the

Vietnamese tech industry. Digital
payments will continue to develop

as the government is pushing digi -
tal transformation, along with the

growing young population and

tech-savvy consumers.

e Consumer discretionary may con -
tinue to act as one of the key sectors
for investment, as Vietnam has one
of the fastest growing middle class -
es and a young population with 54
per cent population aged below 35
and growing disposable income.

e Environmental, social, and gov -
ernance (ESQG): in the last few years
there has been growing investor in -
terest in ESG factors when consider -
ing investments as it can affect the
long-term performance of the busi -
ness. ESG evaluations are expected
to be integrated into investment
deals by foreign investors’ deal-
making decisions. Coupled with the
Viethamese government’s commit -
ment to reach its net-zero-carbon
emission target by 2050, domestic
businesses are likely to follow this
theme..




