Market Summaries—Viet Nam

Viet Nam—Update

Yield Movements

Between end-September and end-December,
government bond yields in Viet Nam rose across
all tenors, except for the 10-year tenor, largely
due to a lack of liquidity in the banking sector
in 4Q11 (Figure 1). The largest rise in the yield
curve was observed at the short-end, particularly
for the 1-year tenor, which rose 51 basis points
(bps), resulting in a flattened yield curve. Between
end-December and 15 March, government bond
yields fell across all tenors, especially at the short-
end (1l-year tenor fell 120 bps) and the long-end
(15-year tenor fell 138 bps) of the curve. The drop
in government bond yields since the beginning of
this year has been the result of banks’ improved
liquidity as well as speculation that the State
Bank of Viet Nam (SBV) will lower policy rates
since inflation declined for 7 straight months
between September and March. Meanwhile,
consumer price inflation slowed from 22.4%
year-on-year (y-o-y) in September to 14.2% in
March, according to the General Statistics Office
of Viet Nam (GSO).

The country’s cumulative gross domestic product
(GDP) growth for full-year 2011 slowed to 5.9%
from 6.8% in 2010 due to production difficulties
and the government’s efforts to curb inflation and
stabilize macroeconomic fundamentals. According
to the GSO, the agriculture, forestry, and fishery
sector expanded 4.0% in 2011; the industry and
construction sector grew 5.5%; and the service
sector grew 7.0%.

Size and Composition

As of end-December, Viet Nam’s total local currency
(LCY) bonds outstanding stood at VND354.7 trillion
(US$16.9 billion), which represents 16.5% y-o-y
growth that was mainly driven by 19.9% growth in
government bonds outstanding. However, growth
in government bonds was offset by an 8.7% y-o-y
contraction in corporate bonds outstanding; more
corporate bonds matured in 2011 than were issued

Figure 1: Viet Nam’s Benchmark Yield Curve—
LCY Government Bonds
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as high inflation rates made it difficult for corporate
issuers to come to the market last year (Table 1).

Among LCY government bonds outstanding,
treasury bonds and other government bonds—
bonds issued by the Viet Nam Development
Bank and other government agencies—posted
double-digit annual growth of 26.0% and 15.0%
y-0-y, respectively. As a result, total government
bonds outstanding stood at VND322.4 trillion at
end-December.

As mentioned above, LCY corporate bonds
outstanding contracted 8.7% y-o-y to
VND32.4 trillion as of end-December. However,
the LCY corporate sector grew marginally on a
quarter-on-quarter (g-o-q) basis in 4Q11, rising
0.3%, due to the issuance by Sai Gon Thuong Tin
Real Estate of a VND99 billion bond in October.
This represented the only issuance in Viet Nam'’s
LCY corporate bond marketin 4Q11. LCY corporate
bond issuance was mostly inactive in 2011, with
only 3 corporate bond issues during the entire
year due to high rates of inflation.

The top 15 corporate issuers in Viet Nam at the end
of 4Q11 retained the same rankings as end-3Q11.
These issuers mainly comprised commercial banks
and real estate developers. Total bonds outstanding
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Table 2: Top 15 Issuers of LCY Corporate Bonds in Viet Nam (as of end-December 2011)

Outstanding Amount

Issuers LCY Bonds

(VND billion)

LCY Bonds
(US$ billion)

1. Vietin Bank 7,095
2. Asia Commercial Joint Stock Bank 5,090
3. Vincom 5,000
4. Vietnam Techcombank 3,880
5. Agribank Securities 2,000
6. Sacombank 1,900
7. Vietnam Maritime Commercial Bank 1,000
8. Minh Phu Seafood 900
9. Hoa Phat Group 800
10. An Binh Bank 600
11. HAGL 530
12. Kinh Bac City Development 500
13. Vinpearl 500
14. HCMC General Import Export & Investment 450
15. Vietnam Steel 400
Total Top 15 LCY Corporate Issuers 30,645
Total LCY Corporate Bonds 32,357
Top 15 as % of Total LCY Corporate Bonds 94.7%

Siote, Prvateys st rype of nduste

0.34 No Yes Yes Finance
0.24 No Yes Yes Finance
0.24 No Yes Yes Real Estate
0.18 No Yes No Finance
0.10 No Yes Yes Finance
0.09 No Yes Yes Finance
0.05 No Yes No Finance
0.04 No Yes No Fisheries
0.04 No Yes Yes Industrial
0.03 No Yes No Finance
0.03 No Yes Yes Real Estate
0.02 No Yes Yes Real Estate
0.02 No Yes Yes Resorts/Theme Parks
0.02 No Yes Yes Trade
0.02 No Yes No Industrial
1.46
1.54

94.7%

LCY = local currency.
Source: Bloomberg LP.

SBV Cuts Key Interest Rates

Effective 13 March, the SBV decided to cut key
interest rates—the refinancing interest rate,
overnight rate for inter-bank electronic payment,
and discount rate—by 100 bps each to 14%,
15%, and 12%, respectively. The move was
based on a downward trend in inflation as well
as capital supply and demand in the market.

The SBV also decided to cut ceiling VND deposit
rates by 100 bps to 5% for demand deposits
and time deposits of less than 1 month, and
to 13% for time deposits of 1 month or longer.
Effective 11 April, these three interest rates
were cut again by the SBV by another 100 bps
to 13%, 14%, and 11%, respectively, in order
to stimulate economic growth as well as to boost
market liquidity.
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