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Singapore—Update

Figure 1: Singapore’s Benchmark Yield Curve—
LCY Government Bonds

LCY = local currency.
Source: Bloomberg LP.
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Yield Movements

The government bond yield curve for Singapore 
shifted downward across all maturities between 
end-December 2010 and end-July (Figure 1). 
Between end-March and end-July, bond yields 
for longer maturities fell the most, following 
the Monetary Authority of Singapore’s (MAS) 
announcement of an upward re-centering of 
its exchange rate policy band in a bid to ease 
inflationary pressures. Yields fell for the 3- and 
12-month tenors by only 2 basis points (bps) 
and 6 bps, respectively, while yields for the 5- 
through the 20-year tenor fell between 35 bps and 
56 bps. The yield spread between 2- and 10-year 
maturities narrowed to 184 bps at end-July from a 
spread of 203 bps at end-March.

In its semi-annual policy statement on 14 April, 
MAS announced an upward re-centering of its 
exchange rate policy band to a level below that of 
the prevailing Singapore dollar nominal effective 
exchange rate (S$NEER). The slope and width of 
the policy band will remain unchanged. The policy 
decision, which allows for the further appreciation 

of the Singapore dollar, aims to moderate surging 
prices while protecting the economy’s expansion. 
The move is also in line with MAS’ tighter policy 
stance announced first in October 2010 and again 
in April. 

Consumer price inflation accelerated in January to 
its highest level since 2008, led by higher prices 
for transportation, housing, and food. Consumer 
price inflation climbed to 5.5% year-on-year 
(y-o-y) in January before leveling off at 5.0% y-o-y 
in February and March. Consumer price inflation 
then eased slightly to 4.5% y-o-y in April and held 
steady at the same level in May before surging 
to 5.2% y-o-y in June. Inflation stemming from 
higher oil, labor, and transportation costs remains 
a potential threat to the economy. MAS expects 
consumer price inflation to range between 4% and 
5% for full-year 2011.

Singapore’s gross domestic product (GDP) growth 
slowed to 0.9% y-o-y in 2Q11, based on the data 
released by the Ministry of Trade and Industry 
(MTI), from a rapid expansion of 9.3% in 1Q11. 
According to MTI, the easing revealed a slowdown 
in many sectors, particularly manufacturing, 
which posted a contraction of 5.9% y-o-y following 
growth of 16.5% in 1Q11. The decline in the 
manufacturing sector reflected a slump in the 
production of electronics and pharmaceuticals. 
Meanwhile, growth in the construction and 
services sectors in 2Q11 moderated to 1.5% and 
3.9% y-o-y, respectively, from 2.4% and 7.6% in 
1Q11. The MTI expects Singapore’s economy to 
grow between 5% and 6% in 2011.

Size and Composition

Total local currency (LCY) bonds outstanding in 
Singapore expanded 18.0% y-o-y in 2Q11 to 
reach SGD250.5 billion (US$204 billion) (Table 1). 
This y-o-y growth was driven mainly by Singapore 
Government Securities (SGS) bonds, which grew 
7.5%, and corporate bonds, which grew 33.0%. 
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On a quarter-on-quarter (q-o-q) basis, growth 
in total LCY bonds outstanding eased slightly to 
4.3% in 2Q11 from 4.8% in 1Q11 due to slower 
growth in corporate bonds.

The outstanding stock of SGS rose 8.1% y-o-y as 
of end-June to reach SGD138.5 billion, compared 
with 5.3% y-o-y growth as of end-March. SGS bills 
outstanding have remained flat at SGD57.9 billion 
since January, with y-o-y growth slowing to 9.0% in 
2Q11 from 12.0% in 1Q11. Meanwhile, SGS bonds 
outstanding rose 7.5% y-o-y to SGD80.6 billion in 
2Q11, following marginal growth of only 0.7% in 
1Q11.

SGS bills comprised 91% of total SGS outstanding 
at the end of 2Q11. On a q-o-q basis, issuance of 
SGS bills climbed 7.1% in 2Q11 after declining 
5.2% in 1Q11. On a y-o-y basis, however, growth 
in the issuance of SGS bills slowed to 9.0% in 2Q11 
from 21.9% in 1Q11. Meanwhile, the issuance of 
SGS bonds rose 30.0% y-o-y to SGD5.2 billion in 
2Q11 due to two new issuances: a SGD2.5 billion 
5-year bond and a SGD2.7 billion 10-year bond in 
April and June, respectively. 

The Singapore government does not need to 
finance its expenditures through the issuance of 
government bonds as it has operated on budget 
surpluses in recent decades. However, there 
are three primary objectives with the issuance 
of SGS bonds: (i) build a liquid SGS market to 
facilitate pricing of corporate issuance, (ii) foster 
the growth of an active secondary market, and 
(iii) encourage issuers and investors to participate 
in the Singapore bond market.

In July 2010, MAS announced that it would begin 
issuing MAS bills in 2Q11 for the purpose of liquidity 
management in the banking system. On 25 April, 
the first SGD1.0 billion of MAS bills were issued. 
These bills are one of four instruments available 
to MAS for use in money market operations. The 
other three instruments are foreign exchange (FX) 
swaps or reverse swaps, SGS repos or reverse 
repos, and clean lending or borrowing. MAS bills 
are available in tenors of 4, 6, and 8 weeks, as well 
as 3 months. The issuance size will be announced T
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The rapid expansion was the result of a 2.3% y-o-y 
increase in new bond issuances in 2Q11. However, 
the 4.7% q-o-q growth of LCY corporate bonds 
outstanding in 2Q11 was less than half of the 
10.3% growth rate in 1Q11. 

Notable issues in 2Q11 included SGD1 billion of 
subordinated bonds from United Overseas Bank, as 
well as SGD462 million from real estate developer 
Street Square. Water treatment systems provider 
Hyflux issued SGD400 million worth of bonds, while 
Housing and Development Board and CapitaMall 
Trust issued SGD350 million each. 

The top 40 corporate issuers in Singapore at 
end-June were mainly from the financial and 
consumer sectors, and accounted for 49% of 
total corporate bonds outstanding (Table 2). 
The majority of the issuers included privately 

1 business day ahead of the scheduled auction, 
with MAS committing to announce the issuance 
calendar in May and November of each year. MAS 
bills are not listed on the Singapore Exchange 
(SGX). 

The SGS issuance calendar for the second half of 
2011 includes more than 26 issues of 3-month 
treasury bills and re-openings of benchmark 
bonds. (The 7-year bond has not been used as a 
benchmark bond since February, given that the 
bond yield curve now extends meaningfully beyond 
10 years.) Future bond issuance will concentrate 
liquidity on existing securities across the curve, 
including 2-, 5-, 10-, 15-, and 20-year bonds.

LCY corporate bonds outstanding in Singapore 
were up 33.0% y-o-y as of end-June, following 
31.1% growth in 1Q11, to reach SGD112 billion. 

Table 2: Top 40 Issuers of LCY Corporate Bonds in Singapore (as of June 2011)

Issuers
Outstanding Amount

State-
Owned

Privately-
Owned

Listed 
Company

Type of 
IndustryLCY Bonds 

(SGD billion)
LCY Bonds 
(US$ billion)

  1. Housing and Development Board 6.9 5.6 Yes No No Financial

  2. Capitaland 4.9 4.0 No Yes Yes Financial

  3. United Overseas Bank 4.6 3.8 No Yes Yes Financial

  4. DBS Bank Singapore 4.1 3.3 No Yes Yes Financial

  5. Temasek Financial I 3.6 2.9 No Yes No Financial

  6. Public Utilities Board 2.5 2.0 Yes No No Utilities

  7. SP Power Assets 2.5 2.0 No Yes No Utilities

  8. Land Transport Authority 2.4 1.9 Yes No No Industrial

  9. Oversea-Chinese Banking 2.2 1.8 No Yes Yes Financial

10. CapitaMall Trust 1.7 1.4 No Yes Yes Financial

11. Singapore Airlines 1.7 1.4 No Yes Yes Consumer

12. F&N Treasury 1.3 1.0 No Yes No Financial

13. Keppel Land 1.2 1.0 No Yes Yes Financial

14. City Developments 1.1 0.9 No Yes Yes Consumer

15. PSA Corporation 1.0 0.8 No Yes No Consumer

16. GLL IHT PTE 0.8 0.7 No Yes No Financial

17. Mapletree Treasury Services 0.7 0.6 No Yes No Financial

18. Capitaland Treasury 0.7 0.6 No Yes No Financial

19. Sembcorp Financial Services 0.7 0.6 No Yes No Industrial

20. Hyflux 0.7 0.6 No Yes Yes Industrial

21. Overseas Union Enterprise 0.6 0.5 No Yes Yes Consumer

22. Singapore Press Holdings 0.6 0.5 No Yes Yes Communications

23. Singtel Group Treasury 0.6 0.5 No Yes No Communications

24. Neptune Orient Lines 0.6 0.5 No Yes Yes Industrial

25. CapitaMalls Asia Treasury 0.6 0.4 No Yes No Financial

continued on next page
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owned corporations and three of Singapore’s 
statutory boards: (i) Housing and Development 
Board (HDB), (ii) Public Utilities Board, and 
(iii) Land Transport Authority. HDB has ranked 
as the top LCY corporate issuer in the first half 
of the year, with total LCY bonds outstanding of 
SGD6.9 billion at end-June.

Policy, Institutional, and 
Regulatory Developments

SGX to Trade SGS

SGX commenced trading SGS on 8 July in an 
effort to improve price transparency and liquidity 
in SGS bonds. It will also provide retail investors 
with a safe but higher yielding alternative to bank 
deposits. Prior to this development, investors could 
only trade SGS bonds through dealer banks. A total 
of 19 SGS bonds amounting to SGD74 billion are 
currently traded on the SGX, with maturities of 5, 
7, 10, 15, and 20 years. SGX’s Central Depository 
acts as the custodian of SGS bonds. 

Issuers
Outstanding Amount

State-
Owned

Privately-
Owned

Listed 
Company

Type of 
IndustryLCY Bonds 

(SGD billion)
LCY Bonds 
(US$ billion)

26. Olam International 0.6 0.4 No Yes Yes Consumer

27. Capitacommercial Trust 0.5 0.4 No Yes Yes Financial

28. Ascott Capital 0.5 0.4 No Yes No Financial

29. Keppel Corporation 0.5 0.4 No Yes Yes Diversified

30. Singapore Post 0.5 0.4 No Yes Yes Industrial

31. Street Square 0.5 0.4 No Yes Yes Financial

32. Hotel Properties 0.5 0.4 No Yes Yes Consumer

33. ST Treasury Services 0.5 0.4 No Yes No Financial

34. Joynote Limited 0.4 0.3 No Yes No Financial

35. Yanlord Land Group 0.4 0.3 No Yes Yes Financial

36. Savu Investments 0.4 0.3 No Yes No Financial

37. Great Eastern Life Assurance 0.4 0.3 No Yes Yes Financial

38. HK Land Treasury Service 0.4 0.3 No Yes Yes Financial

39. Asia Pacific Breweries 0.4 0.3 No Yes Yes Consumer

40. Guocoland 0.4 0.3 No Yes Yes Financial

Total Top 40 LCY Corporate Issuers 54.9 44.7

Total LCY Corporate Bonds 112.0 91.2

Top 40 as % of Total LCY Corporate Bonds 49.0% 49.0%

LCY = local currency.
Source: Bloomberg LP.

SGX to Begin Clearing Non-Deliverable 
Forwards in September

SGX announced that in September it will begin 
clearing non-deliverable forwards (NDFs) of 
emerging Asian currencies, including the People’s 
Republic of China (PRC) renminbi, Indonesian 
rupiah, Indian rupee, Korean won, Malaysian 
ringgit, Philippine peso, and NT dollar. The move 
was the result of new regulations in most G-20 
economies requiring that trades involving a number 
of previously over-the-counter (OTC) derivatives 
be made through a central clearinghouse in order 
to provide a guarantee to the counterparty if the 
other party defaults. Though Singapore has not 
announced any mandatory requirements for central 
clearing, the finalization of rules on derivatives 
clearing in the United States, European Union, and 
several Asian countries will likely drive the success 
of this service. NDFs represent a large share of the 
trade in emerging market currencies as a majority 
of them are not fully convertible outside their 
country of origin. In November, SGX successfully 
launched its first financial OTC derivatives clearing 
service for Singapore dollar interest rates.

Table 2 continued
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MAS Announces New Capital 
Requirements for Singapore Banks

MAS has released new capital rules for banks 
in Singapore that exceed the levels established 
under the Basel III agreement. MAS will require 
Singapore-incorporated banks to have a minimum 
common equity Tier 1 capital adequacy ratio 
(CAR) of 6.5%, a Tier 1 CAR of 8.0%, and a total 
CAR of 10.0%, effective 1 January 2015. MAS will 
require Singapore-incorporated banks to meet 
the minimum capital adequacy requirements of 
Basel III by 1 January 2013, which is 2 years ahead 
of the Basel Committee’s 2015 timeline. MAS also 
plans to adopt Basel III’s capital standards to 
improve the consistency, transparency, and quality 
of the capital base, and to strengthen the risk 
coverage of bank capital rules.
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Thailand—Update
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Figure 1: Thailand’s Benchmark Yield Curve—LCY 
Government Bonds

LCY = local currency.		
Source: Bloomberg LP.

Yield Movements

Thailand’s government bond yield curve flattened 
between end-December 2010 and end-July 
(Figure 1). Yields at the short-end of the curve 
increased as much as 137 basis points (bps) 
over concerns about inflationary pressures and a 
policy rate hike. Government bond yields from the 
belly to the long-end of the curve rose as much 
as 55 bps, while the 15-year maturity rose only 
9 bps. The yield spread between 2- and 10-year 
maturities narrowed to 32 bps at end-July from a 
spread of 65 bps at end-March.
  
The Bank of Thailand (BOT) raised its 1-day 
repurchase rate 25 bps to 3.25% at its Monetary 
Policy Committee (MPC) meeting on 13 July, 
reflecting concerns over increased inflationary 
pressures fueled by higher food and oil prices. 
BOT’s stance also reflected concerns about the 
wage hike and fiscal spending pledges of Prime 
Minister Yingluck Shinawatra. The latest increase 
marked the fifth time that BOT has raised its 
policy rate by 25 bps since January. 

Thailand’s consumer price inflation accelerated to 
a 32-month high of 4.2% year-on-year (y-o-y) 
in May, driven mainly by higher food prices. 
In June, however, consumer price inflation 
declined slightly to 4.06% y-o-y before rising 
incrementally to 4.08% in July. Core inflation, 
which excludes energy and fresh food prices, 
climbed to 2.59% y-o-y in July from 2.55% 
in June. The Commerce Ministry still expects 
consumer price inflation to average between 3.2% 
and 3.7% for full-year 2011. 

Thailand’s real gross domestic product (GDP) rose 
3.0% y-o-y in 1Q11 on rapid growth in exports 
and private investment, expansion in the tourism 
sector, and rising farm output. According to the 
National Economic and Social Development Board 
(NESBD), Thai exports rose 27.4% y-o-y in 1Q11, 
mainly driven by exports of jewelry, vehicles, 
parts and accessories, electrical appliances, and 
rubber. The tourism sector registered a total 

of 5.4 million inbound tourists in 1Q11 for an 
increase of 15.0% y-o-y. Private investment grew 
12.6% y-o-y in 1Q11, mainly due to an expansion 
in machinery and construction investment. 
The agricultural sector expanded 6.7% y-o-y 
due to increased farm output. Meanwhile the 
unemployment rate declined to 0.8%. The NESBD 
expects the Thai economy to expand between 
3.5% and 4.0% in 2011.

Size and Composition

As of end-June, the size of Thailand’s local 
currency (LCY) bond market had expanded 
6.2% y-o-y to THB6.8 trillion (US$222 billion), 
following 10.3% growth as of end-March (Table 1). 
On a quarter-on-quarter (q-o-q) basis, total LCY 
bonds outstanding posted marginal growth of 
0.1% in 2Q11, following a 0.9% increase in 1Q11. 
The slowdown in growth reflected lower issuance 
of central government bonds and zero issuance of 
treasury bills since the beginning of the year. 

Total LCY government bonds outstanding rose 
5.6% y-o-y to THB5.5 trillion as of end-June, 
or only about one-half of the 10.3% increase 
recorded at the end of 1Q11. BOT bonds expanded 
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the most, posting an annual growth rate of 15.7%. 
Treasury bonds, however, dropped 0.4% y-o-y, 
following 3.1% growth in 1Q11. The decline in 
state-owned enterprise bonds slightly improved 
to –6.1% y-o-y as of end-June from –7.4% as of 
end-March.

New issuance of government bonds rose 
26.3% y-o-y to THB2.9 trillion in 2Q11, while 
declining 9.7% on a q-o-q basis. BOT bonds once 
again dominated new issuance, representing 
95.7% of total government issuance in 2Q11. 
BOT bonds grew 42.0% y-o-y while declining 
11.0% q-o-q. Bond issuance from state-owned 
enterprises rose 23.7% y-o-y and 35.5% q-o-q, 
the majority coming from the Government 
Housing Bank (THB3.0 bi l l ion), Provinc ial 
Waterworks Authority (THB2.6 billion), and 
Provincial Electricity Authority (THB2.3 billion). 
New issuance from the central government, 
however, declined 65.7% y-o-y to THB113.8 billion, 
primarily due to zero issuance of treasury bills in 
2Q11.

In February, the Thai Finance Ministry issued its 
longest-dated security ever—a 50-year government 
bond amounting to THB3.5 billion. Thailand is the 
fourth country to issue 50-year bonds, joining the 
United Kingdom, France, and the People’s Republic 
of China. The Thai government plans to issue a 
series of 50-year bonds in 3Q11 and 4Q11 worth 
a total of THB3 billion–THB4 billion. Proceeds 
will help cover the budget deficit and a portion 
will be used to refinance existing government 
debt. Thailand’s international reserves stood at 
US$180 billion as of end-May and have remained 
above US$100 billion since September 2008. 
Thailand expects to run a budget deficit of 
THB350 billion, or not more than 4.0% of GDP, 
for fiscal year 2012 (ending on 30 September 
2012). This target represents an improvement 
from a THB420 billion deficit in fiscal year 2011. 
The Public Debt Management Office (PDMO) 
announced that it plans to focus on medium- and 
long-term bonds with maturities of 5, 7, 10, 15, 
and 30 years, in addition to the 50-year bond and 
inflation-linked bonds, as part of the government’s 
target to achieve a balanced budget within 5 
years.T
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In July, Thailand’s debut sale of its 10-year 
inflation-linked bonds swelled to THB40 billion 
(US$1.3 billion), the top-end of the indicated 
size range of THB20 billion–THB40 billion. The 
successful deal came at a coupon of 1.2%, which 
was also at the higher-end of the unofficial price 
guidance of 1.00%–1.25%. Foreign investors—
asset managers, sovereign wealth funds, insurance 
companies, and private banks—were the single 
largest group of buyers. However, the offered 
amount of THB13 billion for retail investors only 
drew THB6 billion worth of bids. PDMO attributed 
the low pick-up to a lack of knowledge about 
inflation-linked bonds among retail investors. The 
remaining THB7 billion was allocated to domestic 
institutional investors. PDMO revealed that it 
will re-open the bond and has plans to issue in 
different tenors as well, although it may no longer 
market the bonds to retail investors. The structure 
of Thai inflation-linked bonds are similar to the 
United States (US) Treasury’s inflation-protected 
securities wherein the bond coupon is constant but 
the principal is indexed to the country’s consumer 
price index and compounded.

LCY corporate bonds outstanding grew 9.0% y-o-y 
to THB1.4 trillion in 2Q11, a growth rate that 
was down from 10.2% in 1Q11. On a q-o-q 
basis, corporate bond growth slowed to 1.2% 
in 2Q11 from 6.7% in 1Q11. New issuance in 
2Q11 increased 9.8% y-o-y to THB302 billion but 
declined 21.0% on a q-o-q basis.  

Notable THB-denominated corporate bond issues 
in 2Q11 included a THB15.0 billion bond from Siam 
Cement, THB10.0 billion each from Thanachart 
Bank and BTS Group, and THB5.5 billion from 
energy firm Banpu. The maturities of these 
bonds ranged between 4 and 8 years. Meanwhile, 
Thailand’s largest agribusiness firm Charoen 
Pokphand Foods issued Thailand’s first ever 30-
year corporate bond in August worth THB4 billion, 
following PTT’s THB4 billion December 2110 
century bond.

In July, Thailand’s PDMO permitted five foreign 
banks to issue THB-denominated bonds up until 
31 December. First Gulf Joint Stock Company 

plans to issue its debut bond worth THB6 billion, 
while Credit Agricole Corporate and Investment 
Bank, ING Bank, and Export–Import Bank of Korea 
were granted permission to issue THB10 billion 
each. Meanwhile, Lloyds TSB Bank was given 
approval to issue bonds worth up to THB6 billion. 
In addition, the Finance Ministry allowed Australia 
and New Zealand Banking Group, Hana Bank, and 
Shinhan Bank to issue THB-denominated bonds 
between 1 April and 30 September, with an issue 
size of THB8 billion each. 

An increase in the issuance of corporate bonds is 
likely in the coming months ahead of expected 
rate hikes. Corporates rated from BBB to A by Tris 
Rating have recently issued smaller bond sizes 
with tenors between 3 and 5 years. Phatra Leasing 
and BSL Leasing have each issued THB500 million, 
with credit ratings of A- and BBB, respectively. 
Motor cycle leasing company Thitikorn also issued 
THB500 million of senior bonds with a rating of A-. 
In the property sector, Noble Development issued 
THB1.5 billion of BBB-rated 3-year bonds, while 
Asian Property Development sold THB1.5 billion 
bonds with an A- rating. 

The top 30 corporate issuers in Thailand accounted 
for 70% of total LCY corporate bonds outstanding 
at end-June (Table 2). PTT topped the list, with 
total LCY bonds outstanding of THB180.9 billion. 
Siam Cement followed with THB110.0 billion. As 
a group, financial institutions dominated the list 
of top 30 corporate issuers, followed by consumer 
and energy firms. About one-third of the list 
consisted of state-owned enterprises, while the 
majority of firms were listed on the Stock 
Exchange of Thailand (SET).

Foreign Currency Bonds

In April, state-owned PTT Exploration and 
Production, acting through its subsidiary PTT 
Canada International Finance, sold US$700 million 
of 10-year bonds at a coupon of 5.692%. The 
foreign currency (FCY) deal was one of the 
rare sole mandates outside of Asia. US-based 
investors bought 56% of the bonds, while Asian 
and European investors purchased 30% and 
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Table 2: Top 30 Issuers of LCY Corporate Bonds in Thailand (as of June 2011)

Issuers

 Outstanding Amount
State-
Owned

Privately-
Owned

Listed 
Company Type of Industry LCY Bonds

(THB billion) 
LCY Bonds
(US$ billion)

1.	PTT PCL 180.9 5.9 Yes No Yes Energy

2.	Siam Cement PCL 110.0 3.6 Yes No Yes Diversified

3.	Krung Thai Bank 75.8 2.5 Yes No Yes Financial

4.	PTT Exploration and Production Company 50.0 1.6 Yes No Yes Energy

5.	Bank of Ayudhya 47.2 1.5 No Yes Yes Financial

6.	Thai Airways International 31.3 1.0 Yes No Yes Consumer

7.	Charoen Pokphand Foods 30.7 1.0 No Yes Yes Consumer

8.	Kasikorn Bank 28.4 0.9 No Yes Yes Financial

9.	Thanachart Bank 28.0 0.9 No Yes no Financial

10.	 TMB Bank 27.8 0.9 No Yes Yes Financial

11.	DAD SPV Company LTD 24.0 0.8 Yes No No Financial

12.	Banpu 23.8 0.8 No Yes Yes Energy

13.	Toyota Leasing Thailand 21.9 0.7 No Yes No Consumer

14.	Krung Thai Card 21.0 0.7 Yes No Yes Financial

15.	Thai Oil 20.8 0.7 Yes No Yes Energy

16.	PTT Chemical 20.4 0.7 Yes No Yes Basic Materials

17.	Siam Commercial Bank 20.0 0.7 No Yes Yes Financial

18.	True Corporation 19.6 0.6 No Yes Yes Communications

19.	Advanced Info Service 19.5 0.6 No Yes Yes Communications

20.	Ayudhya Capital Auto Lease 18.2 0.6 No Yes No Financial

21.	Bangkok Expressway 17.1 0.6 No Yes Yes Consumer

22.	Kiatnakin Bank 16.3 0.5 No Yes Yes Financial

23.	Quality Houses 15.3 0.5 No Yes Yes Consumer

24.	PTT Aromatics and Refining 15.0 0.5 Yes No Yes Energy

25.	Glow Energy 15.0 0.5 No Yes Yes Utilities

26.	CH Karnchang Public Company 14.0 0.5 No Yes Yes Industrial

27.	Land and Houses 13.6 0.4 No Yes Yes Consumer

28.	Thanachart Capital 13.5 0.4 No Yes Yes Financial

29.	Ratchaburi Electricity Generating 13.3 0.4 No Yes Yes Utilities

30. Bangkok Mass Transit System 13.0 0.4 Yes Yes No Industrial

Total Top 30 LCY Corporate Issuers 965.4 31.4

Total LCY Corporate Bonds 1,375.2 44.8

Top 30 as % of Total LCY Corporate Bonds 70.2% 70.2%
	
LCY = local currency.
Source: Bloomberg LP.	
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Table 3: Selected Sovereign Ratings and Outlook for 
Thailand

Moody's S&P Fitch R&I

Sovereign FCY LT Ratings Baa1 BBB+ BBB BBB

Outlook stable stable stable stable

FCY = foreign currency, LT = long-term.
Source: Rating agencies.

financial corporations “not elsewhere classified” 
(3.9%), and general government and non-profit 
organizations (2%). Finally, other non-financial 
corporations held a 0.8% share, while non-
financial market mutual funds had a marginal 
0.6% share.

Rating Changes

In April, Ratings and Investment Information 
(R&I) upgraded the outlook for Thailand’s long-
term FCY and LCY government bond ratings 
to stable from negative (Table 3). According 
to R&I, a rating upgrade is possible if Thailand 
“demonstrates the strength of its economic base 
even if political conflict continues.”

14%, respectively. Proceeds will be used to 
fund exploration, development, and production 
activities. Other US$-denominated bond issuers 
in 2Q11 include Export–Import Bank Thailand 
and Siam Commercial Bank, with issue sizes of 
US$120 million and US$400 million, respectively.

The foreign holdings of Thai government bonds 
stood at THB227.8 billion at end-June, an increase 
of 110.0% y-o-y and 6.8% q-o-q. Foreign 
holdings represented 8.9% of total government 
bonds outstanding as of end-June. 

Investor Profile

Contractual savings funds are the largest 
holder of Thai government bonds, with a total 
of THB572 bil l ion at end-June (Figure 2). 
Contractual savings funds’ total share decreased 
to 22.4% in June 2011 from 25.4% in June 2010. 
Insurance companies were the next largest 
holder with a 21.8% share in June 2011, up from 
18.1% a year earlier. Residents landed in the 
third spot, decreasing their share to 16.3% in 
June 2011 from 16.9% a year earlier. Commercial 
banks had a share of 15.9%, followed by 
nonresidents (8.9%), the central bank (7.5%), 

June 2010

Insurance 
Companies

18%

Financial
Corporations
not elsewhere

classified
4%

Commercial
Banks
23%

Central Bank
1%

Nonresidents
4%General

Government
and Non-Profit
Organizations

3%

Other
Non-Financial
Corporations

1%
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17%
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Savings Funds

26% Non-Financial
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June 2011
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Companies

22%
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Central Bank
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Organizations
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Figure 2: LCY Government Bonds Investor Profile

LCY = local currency.
Source: Bank of Thailand.
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Thai Local Governments to Issue Bonds

PDMO announced in May that the cities of 
Bangkok and Pattaya, as well as several other 
local governments, will be allowed to raise 
funds through bond issues. However, the central 
government will not guarantee these issues. 
The SEC will supervise the bond issues and a 
credit rating will be required. Currently, local 
governments source funds from banks to finance 
investment projects. The Finance Ministry and 
the Interior Ministry are working together on this 
regulation as part of the public finance bill that is 
currently under review by the State Council.

Thai Treasury Department Plans 
to Issue Securitized Bonds

The Treasury Department of Thailand announced 
in July it plans to issue THB3 billion worth of 
securitized bonds to finance property development 
projects. A major component of the construction 
efforts will be new government office buildings in 
Soi Ratchakru, Phaholyothin Road. The estimated 
construction cost of this project is THB2 billion–
THB3 billion. If approved by the government, it 
would be the second time that Thailand has issued 
securitized bonds since it issued a THB21 billion 
securitized bond in 2005.

Policy, Institutional, and 
Regulatory Developments

PDMO Plans Bond Trading via ATMs

In April, PDMO announced that it plans to allow 
retail investors to trade bonds via automated teller 
machines (ATMs). According to PDMO, the Thai 
Finance Ministry plans to assign commercial banks 
as distributors of government savings bonds to 
retail investors through ATMs across Thailand.

BOT Announces New List of Primary 
Dealers

BOT announced a new list of primary dealers 
for bilateral repurchase transactions, effective 
3 May. The list includes Bangkok Bank, Krung 
Thai Bank, Bank of Ayudhya, Kasikorn Bank, Siam 
Commercial Bank, TMB Bank, Bank for Agriculture 
and Agricultural Cooperatives, Standard Chartered 
Bank, The Bank of Tokyo-Mitsubishi UFJ, United 
Overseas Bank, Government Savings Bank, and 
HSBC. BOT periodically reviews its list of primary 
dealers to encourage competition and enhance 
efficiency in conducting monetary operations.

SEC Tightens Rules on Bills of Exchange

Thailand’s Securities and Exchange Commission 
(SEC) released tighter rules on bills of exchange 
in May, addressing potential risks as local banks 
have recently been aggressive in issuing bills of 
exchange to manage short-term liquidity. The 
SEC announced that bills of exchange should be 
treated similar to other debt instruments and 
therefore subject to SEC regulations. Exemptions 
previously offered to financial institutions will be 
reversed, although a grace period will be provided 
before any new measures take effect. 
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Viet Nam—Update

Yield Movements

Between end-December 2010 and end-March, 
government bond yields in Viet Nam rose for all 
maturities, particularly at the short-end of the 
curve. Viet Nam’s government benchmark yields 
continued to rise for all maturities between end-
March and end-July. Due to accelerating inflation, 
the government bond benchmark yield for the 
1-year tenor rose to 12.32% at end-July, up 
82 basis points (bps) from its end-March level 
(Figure 1). Yields for the 2- and 3-year maturities 
rose 68 bps and 73 bps, respectively. Meanwhile, 
the increase in yields from the belly to the long-
end of the curve was less pronounced, ranging 
between 46 bps and 59 bps. By end-June, the 
curve had flattened and the yield spread between 
2- and 10-year maturities narrowed to 28 bps from 
37 bps at end-March.

The large increase in the yield for the 1-year 
benchmark reflects the rise in consumer price 
inflation in Viet Nam, which accelerated to 22.2% 
year-on-year (y-o-y) in July from 20.8% in June 
and 19.8% in May. Price increases in recent 
months have mainly been driven by higher costs 
for food and transportation.

Early this year, the State Bank of Viet Nam (SBV) 
adjusted its key policy rates upward to counter 
rising inflation. The SBV has raised its refinancing 
rate by a total of 500 bps since the beginning of 
the year, hiking its refinancing rate from 9.0% 
in January to 14.0% in May. The SBV raised the 
discount rate from 7.0% to 12.0% in March, and 
by an additional 100 bps to 13.0% in May. The SBV 
has also increased its reverse repurchase rate by 
a total of 500 bps from 10.0% at the beginning of 
the year to 15.0% in May. More recently, the SBV 
decided in early July to cut its reverse repurchase 
rate for open market operations from 15.0% to 
14.0%.

On 11 February, the SBV adjusted the inter-bank 
average exchange rate to VND20,693 = US$1 
from VND18,932 = US$1, while narrowing the 
trading band for the exchange rate to ±1.0% from 
±3.0%. The devaluation of the Vietnamese dong 
was part of government efforts to improve liquidity 
in the foreign exchange market. In June, the SBV 
hiked foreign currency reserve requirement ratios 
for state-owned commercial banks, joint stock 
commercial banks, joint venture banks, foreign 
bank branches, and wholly owned foreign banks 
(see Policy, Institutional, and Regulatory 
Developments for more detail).

Viet Nam’s economy grew 5.6% y-o-y in 1H11, 
down from 6.2% growth in the same period last 
year. In 2Q11, Viet Nam’s gross domestic product 
(GDP) expanded 5.7% y-o-y after growing 5.4% 
in the previous quarter. In 1H11, the country’s 
agriculture, forestry, and fisheries sector grew 
2.1% y-o-y, while the industry and construction 
sector and the services sector registered 6.5% and 
6.1% growth rates, respectively.

Size and Composition

Viet Nam’s local currency (LCY) bond market grew 
18.8% y-o-y and 5.0% quarter-on-quarter (q-o-q) 
to VND347 trillion (US$16.9 billion) as of end-June, 

Figure 1: Viet Nam’s Benchmark Yield Curve—
LCY Government Bonds

LCY = local currency.
Source: Bloomberg LP.
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due to growth in both government and corporate 
bonds outstanding (Table 1). 

Total LCY government bonds outstanding stood 
at VND314 trillion at end-June, representing growth 
of 18.8% y-o-y and 6.2% q-o-q. Treasury bonds 
rose 8.3% y-o-y and 12.0% q-o-q to VND130 trillion 
in 2Q11. Meanwhile, Viet Nam Development Bank 
bonds and state-owned enterprise bonds surged 
27.8% y-o-y to VND184 trillion.

Total LCY corporate bonds outstanding rose 
18.9% y-o-y to VND33 trillion in 2Q11 but fell 
5.9% q-o-q. The top 15 corporate issuers in Viet 
Nam, most of which were financial institutions, 
comprised 93.5% of total corporate bonds 
outstanding at end-June (Table 2). 

Policy, Institutional, and 
Regulatory Developments

SBV Issues New Regulations 
on Foreign Currency Loans

In March, the SBV issued a circular on foreign 
currency lending as part of its effort to curb 
inflation and stabilize the economy. Under the 
circular, credit institutions are allowed to extend 
foreign currency loans to resident borrowers 
under the following circumstances: (i) short-, 
medium-, and long-term loans to pay for imported 
commodities and services; (ii) short-term loans for 
the production and trade of goods through border 
points; and (iii) loans for other demands approved 
in writing by the SBV. 

SBV Requires Credit Institutions 
to Comply with Set Lending 
and Deposit Rates

On 17 June, the SBV issued Document No. 4605/
NHNN-CSTT requiring credit institutions to strictly 
comply with the maximum Vietnamese dong 
mobilizing interest rate—the rates for deposits 
and valuable papers—which was set at 14.0% 
per year under Circular No. 02/2011/TT-NHNN 
dated 3 March. The SBV is encouraging credit 
institutions to minimize operational costs to 
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Table 2: Top 15 LCY Corporate Issuers in Viet Nam (as of June 2011)

Issuer
Outstanding Amount

State-
Owned

Privately-
Owned

Listed 
Company Type of IndustryLCY Bonds 

 (VND billion)
LCY Bonds 
(US$ billion)

1. Vietin Bank  7,095.00  0.34  No  Yes  Yes  Finance 

2. Asia Commercial Joint Stock Bank   5,090.00  0.25  No  Yes  Yes  Finance 

3. Vincom  5,000.00  0.24  No  Yes  Yes  Real Estate 

4. Vietnam Techcombank  3,880.00  0.19  No  Yes  No  Finance 

5. Sacombank  2,000.00  0.10  No  Yes  Yes  Finance 

6. Agribank Securities  2,000.00  0.10  No  Yes  Yes  Finance 

7. Vietnam Maritime Commercial Bank  1,000.00  0.05  No  Yes  No  Finance 

8. Refrigeration Electrical  810.42  0.04  No  Yes  Yes  Industrial 

9. Hoa Phat Group  800.00  0.04  No  Yes  Yes  Industrial 

10. An Binh Bank  600.00  0.03  No  Yes  No  Finance 

11. HAGL  530.00  0.03  No  Yes  Yes  Real Estate 

12. Kinh Bac City Devt Corp  500.00  0.02  No  Yes  Yes  Real Estate 

13. Vinpearl  500.00  0.02  No  Yes  Yes Resorts/Theme Parks 

14. HCMC Gen Import Export & Investment  450.00  0.02  No  Yes  Yes  Trade 

15. Vietnam Steel  400.00  0.02  No  Yes  No  Industrial 

Total Top 15 LCY Corporate Bond Issuers  30,655.42  1.49 

Total LCY Corporate Bonds 32,799.76  1.59 

Top 15 as % of Total LCY Corporate Bond 
Outstanding 93.5% 93.5%

	
LCY = local currency.
Source: Bloomberg LP.

lower lending rates, especially those extended 
to agricultural and rural areas, exporters, small 
and medium-sized enterprises, and supporting 
industries. The document also instructed the 
SBV Financial Supervision Agency as well as SBV 
provincial and municipal branches to enhance the 
supervision of credit institutions and deal severely 
with violators.  

Viet Nam Hikes Foreign Currency 
Reserve Requirement Ratios

The SBV hiked foreign currency reserve requirement 
ratios for state-owned commercial banks, joint 
stock commercial banks, joint venture banks, 
foreign bank branches, and wholly owned foreign 
banks in June. The reserve requirement ratio 
for foreign currency demand deposits and time 
deposits with terms of up to 12 months was raised 
to 7.0% from 6.0%. For foreign currency deposits 
with terms longer than 12 months, the reserve 
requirement ratio was increased to 5.0% from 

4.0%. For the Viet Nam Bank for Agriculture and 
Rural Development, Central People’s Credit Fund, 
and cooperative banks, the reserve requirement 
ratio for foreign currency demand deposits and 
time deposits with terms of up to 12 months was 
set at 6.0% while that for deposits with terms of 
more than 12 months was set at 4.0%.  
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