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Interbank interest rates fall slightly due to liquidity in the system was still
abundant. SBV net injected VND 52.8bn via the OMO channel. The USD/VND

Tqa n Hoa '_‘g exchange rate continues to trade steadily even though the USD increases in price
Chief Economist against other currencies. STV issued VND 15,393bn of G-bonds during the period.
Tuan.hoangcong@mbs.com. v The yield of secondary G-bonds declined slightly compared to the previous month.

Foreign investors net bought VND 894bn of G-bonds this period.
Money Market

Interbank interest rates tended to decrease in the first half of July as the
delivery of 6 months forward purchase of foreign currency. SBV net
injected VND 52.8bn via OMO channel and all of this money returned to
the SBV.

At the end of the second quarter, although credit growth was higher than deposit growth,
the liquidity of the banking system was still quite abundant, reflected by a slight decrease in
interbank interest rates in the first half of July. A Bloomberg survey showed that the overnight
interbank rates are trading at 0.76%/year, down by 18 bps compared to the end of last
month. Interest rates for other terms are also around 0.91%-1.19%/year, a decline of about
14-23 bps compared to the end of June.

As we forecasted, interbank interest rates gradually continued to decrease in the first half of
July, after a large amount of liquidity poured into the system by the SBV from the delivery
of 6 months forward purchase of foreign currency. In addition, the Government has issued
Resolution No. 63/NQ-CP on key tasks and solutions to boost economic growth in the context
of the Covid-19 pandemic, most commercial banks have agreed to cut the lending rate for
enterprises hard hit by the COVID-19 pandemic from this month until the end of this year.
However, with the current positive credit growth, interbank interest rates are unlikely to
return to the low level as in 2020.

The open market arose trading in the first half of July, SBV injected only VND 52.8bn, with
a rate of 2.5%/year, tenor of 7 days and returned to the SBV.

USD/VND exchange rate remains stable.

In the first half of July, the DXY Index remained at around 92 points, reflecting the Fed's
increasingly positive assessment of the U.S. economy and their plan to raise interest rates.
Compare to the end of June, the USD/VND exchange rate on the free market fell by VND 85
per USD and is currently trading at 23,260 VND/USD. The central and interbank rates were
respectively traded at VND 23,203 per USD, up VND 25 per USD and VND 23,109 per USD,
up VND 16 per USD. Since the beginning of the year, compared to other regional currencies,
VND value compared to USD remain the most stable.

In mid-July, the USD Index showed signs of recovery as the latest data showed that the
number of Americans applying for unemployment compensation fell as the labor market grew
steadily. However, the greenback plunged in earlier trading as the Chairman of Fed
announced to the US Congress that the Central Bank had not yet rushed to adopt a monetary
tightening policy. Market strategists also believed that monetary policy would most likely not
be tightened as expected.


mailto:Tuan.hoangcong@mbs.com.vn

BN il Y- MBSecurities

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 2021 Figure 6. VND compared to major currencies in 2021
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Government Bond Market
Primary market

STV successfully issued VND 15,393bn of G-bonds this period with the
winning yield declined slightly compared to the end of June.

In the first half of July, STV was more active in the issuance of G-bond. In the VND 17,000bn
proposed, there were VND 15,393bn of G-bonds successfully mobilized, at the rate of 91%.
The number of successful issuances soared in the same period last month. Nevertheless, to
complete this year's mobilization plan, STV needs to continue to speed up the bond issuance
because currently the mobilization volume reached VND 156,886bn of G-bonds since the
beginning of the year, reaching 45% of the year plan.

The winning yields of bonds fell compared to the end of June. The yield for 10Y and 15Y
terms were 2.15%/year and 2.43%/year, respectively, down 3-5bps compared to the end of
the previous month. The yields for 5Y term decreased by 2bps to 1.08%/year. The pace of
new bond absorption was still very good even though the yield was on the downward
momentum, because institutions must buy more bonds to offset the amount of G-bonds that
matured in June. At the same time, the SBV has determined the issuance of Government
bonds to compensate for over expenditures based on the budget collection and capital
disbursement tasks. We forecast the yield of G-bonds will increase soon to attract more
investment in the context of slow disbursement of public investment capital and high state
treasury inventory.

Figure 7. G-bond auction result in July 2021 Figure 8. G-bond successful issuance July 2021
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Figure 9. G-bond successful issuance in 2021 Figure 10. G-bond successful issuance since 2012
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Figure 11. Government bond issuance 2021

Tenor VST2021 plan VST 2021 issued % VST 2021 plan

5Y 20,000 14,619 73%

7Y 15,000 3,231 22%

10y 120,000 83,642 70%

15Y 135,000 42,653 32%

20Y 30,000 3,580 12%

30Y 30,000 9,161 31%

Total 350,000 156,886 45%

Source: VST, HNX
Figure 12. 10Y G-bond yields (%) in selected countries As at 15/07/2021
*Bps changed compared to last closing
Market c||82?:g w':::* Last month 31/12/2020*

us. 1,30 0,61 -16.9 N 38,6
EU -0,33 2,72 -12.6 I 23,5
Japan 0,01 -1,20 -4.4 W -0,7
China 2,96 -3,30 -13.c I -18,9
South Korea 2,01 1,30 -9.0 Il 28,3
India 6,19 6,80 14.1 32,7
Malaysia 3,22 6,90 -6.5 1N 57,0
Singapore 1,47 3,60 -12.4 I 59,7
Indonesia 6,39 -17,10 -20.2 I 50,2
Philippines 2,17 -1,79 7.5l 28,1
Thailand 1,64 -4,77 -12.7 N 37,5
Vietnam 2,17 -1,70 5.8 B -41,0

Source: Bloomberg.

Secondary Market

G-bond yield decreased slightly during the period. Average transaction volume on
the secondary G-bond market decreased by 15% MoM with the proportion of
outright transactions increasing gradually. Foreign investors net bought VND
894bn of G-bonds this period.

In the middle of July, the 10Y yield was at 2.17%/year, down 6 bps compared to the previous
month whereas the 2Y yield was remained at 0.7%/year. Since the beginning of the year,
the 2Y vyield has increased by 28 bps while the 10Y term yield has decreased by 41 bps. In
major markets around the world as well as in the region, yields were down compared to June
except India.

Transactions on the secondary government bond market were less active than previous
month with daily average volumes of VND 10.4tn, down by 15% from June's average. Of
which, outright trading accounted for 75% of the volume this period and VND 85.9tn. The
average transaction was VND 7.8tn/day, down by 11% from the previous month's average.
Average repo trading volume declined by 26% compared to June, reaching VND 2.6tn/day.
Foreign investors net bought VND 894bn of G-bonds in this period. Overall, foreign investors
net purchased a total of VND 10,751bn of G-bonds in 2021 and VND 13,789bn of G-bonds
in the last 12 months.
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Figure 13. Vietnam T-bond Yield (%)
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Figure 15. Foreign investors’ activity in secondary market
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Figure 17. Size of bond markets (%GDP Q1 2021)
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Figure 14. Outright and Repo transaction volume
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Figure 16. G-bond yield curve — Secondary Market
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Figure 18. Vietham bond market size (VND tn)
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Corporate Bond Market

FiinPro data showed that in the first half of July, VND 2,320bn of corporate bonds were issued
in the domestic market and USD 300mn of international convertible bonds was issued to the
international market of No Va Land Investment Group Joint Stock Company. Ho Chi Minh
City Development Joint Stock Commercial Bank issued the largest bond volume of VND
1,000bn with coupon rate of 6.3%/year. Moreover, SOLEIL Investment and Hotel Services
Joint Stock Company issued bonds with the highest interest rate of 11.75%/year.

Figure 19. Corporate bond offering and issuance (VND tn)  Figure 20. Corporate bond issued by sectors in July
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Figure 21. Top issuers in June 2021

Ticker Issuer UETED Amount (VND bn) e

: . (year) (CLYACED)
HDB Ngan hang Thudng mai Co phan Phat Trién Thanh ph6 H6 Chi Minh 5 1,000 6.30%
Cong ty C8 phan Pau tu' & Dich vu khach san SOLEIL 2 800 11.75%
VIB Ngan hang Thuong mai C8 phan Quéc t& Viét Nam 7 190 7.58%
VIB Ngan hang Thuang mai C6 phan Quéc té Viét Nam 7 130 7.58%
HPX Co6ng ty C6 phan Dau tu Hai Phat 1.5 100 11.00%
CTG Ngén hang Thuang mai C§ phan Céng thudng Viét Nam 8 100 6.38%

Source: HNX, FiinPro, MBS Research.
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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


http://www.mbs.com.vn/

