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Viet Nam

Yield Movements

Government bond yields in Viet Nam shifted
downward across most of the yield curve in 4Q12,
while steepening from the shorter-end to the
belly of the curve. Between end-September and
end-December, yields fell between 9 basis points
(bps) and 73 bps across all tenors (Figure 1).
Between end-December and end-January, yields
further shifted downward across all tenors
between 38 bps-70 bps. At the shorter-end,
yields on 1-year government bonds fell 65 bps
to 8.0%. At the longer-end, yields on 10- and
15-year government bonds both fell 70 bps to
settle at the same level of 9.5%. As a result,
the spread between 2- and 10-year government
bonds widened to 82 bps at end-January from
115 bps at end-December.

Viet Nam’s gross domestic product (GDP) expanded
5.0% year-on-year (y-o-y) in 2012, easing slightly
from 5.9% in 2011 to post the slowest annual
growth rate since 1999. In 4Q12, GDP expanded
5.4% y-0-y, up from a revised growth rate of 5.1%
in 3Q12. Viet Nam’s economy was slowed in 2012
by a fall-off in lending as banks faced rising levels
of bad debt throughout the year. To encourage
more rapid credit growth, the State Bank of
Viet Nam (SBV) cut key interest rates six times in
2012 by a total of 600 bps.

Consumer price inflation for the full-year 2012
was 9.2%, just below the SBV’s target rate of
10.0%, driven mostly by price hikes in housing
and construction materials, medical services, and
education. In January, consumer price inflation
slightly accelerated to 7.1% y-o-y after rising
6.8% in December.

Viet Nam'’s industrial production index (IPI) rose
4.8% in 2012, down from the 6.8% annual growth
rate posted in 2011. Mining and quarrying rose
3.5%; manufacturing, 4.5%; power and gas,
12.3%; and water supply and waste management,
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Figure 1: Viet Nam’s Benchmark Yield Curve—
LCY Government Bonds
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LCY = local currency.
Source: Bloomberg LP.

8.4%. In January, the IPI rose significantly by
21.1% y-o0-y but fell 3.2% month-on-month
(m-0-m).

Size and Composition

As of end-December, Viet Nam’s total local
currency (LCY) bonds outstanding stood at
VND521.9 trillion (US$25.0 billion), an increase
of 42.7% y-o-y that was driven mainly by growth
of 71.5% in treasury bills and bonds, and the
resumption of SBV bill issuance in March 2012.
However, the significant growth in the government
bond sector was partially offset by a 47.6% y-o0-y
contraction in corporate bonds outstanding,
continuing a steady decline in place since March
2011 (Table 1).

Total LCY government bonds outstanding rose
54.6% y-o0-y to VND499.6 trillion at end-
December. Treasury bills and bonds outstanding
reached VND255.0 trillion and SBV bills stood
at VND58.6 trillion after the SBV resumed
issuance in March 2012. Meanwhile, state-owned
enterprise (SOE) bonds grew 6.6% y-o0-y to
VND186.0 trillion at end-December, reversing a
contraction of 3.3% y-o-y at end-September. In
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Table 2: Top 15 Issuers of LCY Corporate Bonds in Viet Nam

Outstanding Amount

State- Privately Listed

Issuers  LCYBonds LCYBonds owned Owned Company  TYPe of Industry
(VND billion) = (US$ billion)

1. HAGL 4,110 0.20 No Yes Yes Real Estate

2. Asia Commercial Joint Stock Bank 3,000 0.14 No Yes Yes Finance

3. Techcombank 3,000 0.14 No Yes No Finance

4. Vincom 3,000 0.14 No Yes Yes Real Estate

5. Vinpearl 2,500 012  No Yes Yes Resmspsr':g UREme

6. Agribank Securities 2,000 0.10 No Yes Yes Finance

7. Minh Phu Seafood 700 0.03 No Yes Yes Fisheries

8. Hoa Phat Group 600 0.03 No Yes Yes m;iiigi;‘:ﬁ:s

9. Kinh Bac City Development 500 0.02 No Yes Yes Real Estate

10. Development Investment 350 0.02 No Yes No g:r:g:ug::talgr?
11. Phu Hoang Anh 350 0.02 No Yes No Real Estate

12. Binh Chanh Construction 300 0.01  No Yes Yes SRl e
13. Saigon Telecommunication 300 0.01 No Yes Yes Technology

14. Dabaco Corporation 254 0.01 No Yes Yes Diversified Operations
15. Thu Duc Housing Development 209 0.01 No Yes Yes Real Estate
Total Top 15 LCY Corporate Issuers 21,173 1.02
Total LCY Corporate Bonds 22,362 1.07
Top 15 as % of Total LCY Corporate Bonds 94.7% 94.7%

LCY = local currency.

Notes:

1. Data as of 31 December 2012.

2. State-owned firms are defined as those in which the government has more than a 50% ownership stake.
Source: AsianBondsOnline calculations based on Bloomberg data.
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