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Interbank interest rates dropped sharply at all tenors as liquidity in the system

gradually improved. SBV continues to the issuing central bank bills channel and
Tuan Hoang the OMO channel on the open market to regulate the money supply. The USD/VND
Chief Economist exchange rate on the free market plummeted in this period. STV issued VND
Tuan.hoangcong@mbs.corm.vin 11,000bn of G-bonds during the period with the winning yield increasing. The
yield of secondary G-bonds went sideways compared to the previous month.
Foreign investors net sold VND 512bn of G-bonds during the period.
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SBV made a withdrawal of more than VND 39tn through the central bank
bill channel and also injected back more than VND 19tn through the
channel with a term of 7 days. At the same time, overnight interbank
interest rates also dropped sharply compared to the end of July.

In the first half of August, SBV withdrew VND 39.3tn through the T-bills channel with a term
of 7-14 days, the yield of bills around at 2.6%/years. To support the high liquidity demand,
the SBV also injected back into the system VND 19.1tn by interest rate auction, 7 days term
with a competitive interest rate from 3.5%- 4.5% years.

The fact that the SBV had to inject to support liquidity combined with the volume of maturing
bills has helped the interbank interest rate cool down quickly. A Bloomberg survey showed
that overnight interbank interest rates are trading at 2.27%/year, down sharply from 3.32%
at the end of last month. Interest rates for other terms are also around 2.6%-3.48%/year,
a decrease of about 22-92 bps compared to the end of July. The SBV is focusing a lot on
managing monetary policy according to exchange rate stability. Accordingly, in the coming
time, it is likely that the currency operator will continue to attract more new bills.

USD/VND exchange rate on the free market declined.

With the intensity of money withdrawal continuously accompanied by the sale of USD by the
SBV, thereby contributing to cooling the exchange rate. USD price on the free market in the
country fell below the mark of 24,000 VND. Compared to the end of July, the USD/VND
exchange rate in the free market went down by VND 430 per USD and is currently trading
at 23,950 VND/USD. The central and interbank rates were traded at VND 23,160 per USD,
down VND 16 per USD and VND 23,279 per USD, up VND 20 per USD.

The DXY Index returned to 106.48. The greenback rebounded as investors believe that the
U.S. central bank will continue to raise interest rates aggressively as inflation remains high.
Those expectations have been rising since last week, when weaker-than-expected inflation
in July raised some hopes that price pressures may have passed. In addition, the US currency
has also benefited from safe-haven flows while commodity-sensitive currencies such as the
Australian dollar fell again after being hit by a new series of disappointing Chinese data that
raised global recession fears.
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Figure 1. Interbank overnight lending rate (%) Figure 2. SBV’'s Open Market Operation (Net Injection)
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Figure 3. Interbank interest rate (%) Figure 4. USD/VND exchange rate
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Figure 5. Regional currencies performance in 2022 Figure 6. VND compared to major currencies in 2022
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Government Bond Market
Primary market

STV successfully issued VND 11,000bn of G-bonds during the period, with
the winning yields increased.

In the first half of August, the situation of government bond issuance was somewhat
improved compared to July, the successful issuance volume was still concentrated mainly at
the two main tenors of 10Y and 15Y. In the VND 14,000bn proposed, there were only VND
11,000bn of G-bonds successfully mobilized, at the rate of 79%. Currently, STV has only
issued a total of more than VND 89tn of G-bonds since the beginning of the year, reaching
22% of the year plan.

The winning yields of the bonds continued to rise compared to the end of July. The yield for
10Y and 15Y terms were 2.72%/year and 3%/year, respectively, up 14-17bps compared to
the end of July. With no pressure to release to finance public investment projects, yield bond
rate in the primary market adjusted quite slowly and did not meet investors' expectations,
making issuance rate quite low. In order to achieve the year plan, the winning interest rate
needs to be pushed higher.

Figure 7. G-bond auction result in August 2022 Figure 8. G-bond successful issuance August 2022
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Figure 9. G-bond successful issuance in 2022 Figure 10. G-bond successful issuance since 2012
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Figure 11. Government bond issuance 2022

Tenor VST 2022 plan VST 2022 issued % VST 2022 plan
5Y 30,000 0 0%
7Y 15,000 0 0%
10Y 140,000 44,777 32%
15Y 150,000 33,755 23%
20Y 30,000 2,265 8%
30Y 35,000 8,625 25%
Total 400,000 89,422 22%
Source: VST, HNX
Figure 12. 10Y G-bond yields (%) in selected countries As at 15/08/2022
*Bps changed compared to last closing
Market cl';i?:g w'f::* Last month 31/12/2021*
u.s. 2.79 -3.90 13,9 127.8
EU 0.90 -5.50 8,3 107.7
Japan 0.19 2.20 0,5 11.9
China 2.67 -7.90 -9,8 N -11.2
South Korea 3.28 16.20 15,2 102.2
India 7.29 -1.20 2,811 83.5
Malaysia 3.94 1.00 5,4 37.2
Singapore 2.68 5.19 1,4 95.4
Indonesia 7.08 -8.00 -46 B 69.4
Philippines 3.97 -9.78 -15, 7 162.3
Thailand 2.51 -8.41 20,1 I 55.1
Vietham 3.48 -10.50 1,6 1 131.5

Source: Bloomberg.

Secondary Market

The yield of secondary G-bonds went sideways in this period. Average transaction
volume on the secondary G-bond market increase by 7% MoM. In the first half of
August, foreign investors continued to net sell VND 512 bn of G-bonds.

In the first half of August, the 10Y yield was at 3.48%/year, up 2bps compared to the
previous month whereas the 2Y yield grew to 2.95%/year, up 2bps. Since the beginning of
the year, the 2Y yield has increased by 218 bps while the 10Y term yield also increased by
133bps, causing the yield curve to gradually invert.

Transactions on the secondary government bond market become more active with daily
average trading volume of VND 6.4tn, increase 7% compared to the previous month. Of
which, outright trading accounted for 40% of the volume this period and the amount of VND
28tn. The average transaction was VND 2.5tn/day, down by 34% from the previous month's
average. Average repos trading volume increased by 84% compared to July, reaching VND
3.8tn/day. Foreign investors continued to net sold VND 512bn of G-bonds in this period.
Overall, foreign investors net sold a total of VND 4,005bn of G-bonds in 2022 and net sold
VND 4,362bn of G-bonds in the last 12 months.
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Figure 13. Vietnam T-bond Yield (%) Figure 14. Outright and Repo transaction volume
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Figure 15. Foreign investors’ activity in secondary market Figure 16. G-bond yield curve — Secondary Market
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Figure 17. Size of bond markets (%GDP Q2 2022) Figure 18. Vietham bond market size (VND tn)
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Corporate Bond Market

FiinPro data showed that in the first half of August, VND 2,810bn of corporate bonds were
issued in the domestic market. Joint Stock Commercial Bank for Foreign Trade of Vietnam
issued the largest bond volume of VND 1,500bn. Banking sector accounted for the majority
of issuance in the first half of August.

Figure 19. Corporate bond offering and issuance (VND tn)  Figure 20. Corporate bond issued by sectors in August
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Figure 21. Top issuers in August 2022
Tick Issuer Tenor Amount Coupon rate
er ear VND bn % /year
VCB Ngan hang Thuong mai C8 phan Ngoai thuang Viét Nam 8 1,500 N/A
Ngan hang Nong nghiép va Phat trién Nong thén Viét Nam 10 600 N/A
ACB Ngan hang Thuong mai CO phan A Chau 1 300 N/A
VDS Cong ty C8 phan Ching khoan Rong Viét 1 300 N/A
BVB Ngan hang Thuong mai C8 phan Ban Viét 7 60 8.6%
CTG Ngan hang Thuang mai C8 phan Cong thuong Viét Nam 8 50 N/A

Ngudn: HNX, FiinPro, MBS t&ng hop
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PRODUCT

This product is issued fortnightly with chief focus on the Vietnam’s bond market. In this report, we connect macroeconomic indicators
with changes in the money market and the bond market. MBS issues this report, however, errors and inaccurate information, if
existed, belong to the author. We thank our valued customers for reading and giving feedbacks on our products.

MBS RESEARCH CENTER

We offer economic and equity research. The Economic Research Team offers periodic reports on macroeconomics, monetary policies
and fixed income markets. The Equity Research Team offers reports on listed firms, private equities and sector reviews. MBS
Research Center also offers regular market commentaries - The Investor Daily.

MB SECURITIES (MBS)

Established since May 2000, MBS was one of the first 5 securities firms operating in Vietnam. After years of continuous development,
MBS has become one of the leading securities companies in Vietnam, providing a full range of services including: brokerage, research
and investment advisory, investment banking and capital markets underwriting. MBS’s network of branches and transaction offices
has been expanded and operated effectively in many major cities such as Hanoi, Ho Chi Minh City, Hai Phong and other strategic
areas. MBS's clients include individual investors and institutions, financial institutions and enterprises. As a member of the MB Group,
including MB Bank, MB Land, MB Asset Management, MB Capital and Viet R.E.M.A.X (Viet REM), MBS is able to leverage substantial
human, financial and technological resources to provide its clients with tailored products and services that few securities firms in
Vietnam can match.

MBS is proud to be recognized as:

e Aleading brokerage firm — ranked No.1 in terms of brokerage market share since 2009;

e A renowned research firm with a team of experienced analysts that provides market-leading research products and
commentaries on equity markets and the economy; and

e A trusted provider of investment banking services for corporate clients.

MBS HEAD OFFICE

MB Building, 21 Cat Linh, Dong Da, Hanoi

Tel: + 8424 7304 5688 - Fax: +8424 3726 2601
Website: ~ www.mbs.com.vn
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