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Fixed income report July 2021

Interbank interest rates continue to decrease due to the liquidity of the banking
system is still abundant. SBV has not made new transactions on the open market
in the second half of July. The USD/VND exchange rate fell slightly even though
the USD is increasing in price against other currencies in the region. STV issued
VND 32,561bn of G-bonds during the month. The yield of secondary G-bonds went
sideways compared to the previous month. Foreign investors net bought VND
538bn of G-bonds during the month.
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Money Market

Interbank interest rates decreased in 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.

Interbank interest rates gradually declined in 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. A Bloomberg survey showed that the overnight interbank rates are trading at
0.74%/year, down by 20 bps compared to the end of last month. Interest rates for other
terms are also around 0.91%-1.22%/year, a decrease of about 10-23 bps compared to the
end of June.

The drop in deposit interest rates at commercial banks caused deposit growth to show signs
of slowing down at 2.6%, but the liquidity system has not fallen into a tight state due to the
4th Covid-19 outbreak, which caused credit to slow down. Interbank interest rates are
expected to remain low in the near term due to prolonged social distancing. SBV has not
made new transactions on the open market except for a small trade in early July and all of
this money returned to the SBV.

USD/VND exchange rate experienced a slight decrease.

Last July, the DXY Index fell to 91.9, its lowest level since May. The USD/VND exchange rate
is therefore also gradually cooled down. Compared to the end of June, the USD/VND
exchange rate on the free market fell by VND 225 per USD and is currently trading at 23,120
VND/USD. The central and interbank rates were respectively traded at VND 23,180 per USD,
down VND 2 per USD and VND 23,064 per USD, down VND 30 per USD. While the value of
USD compared to some regional currencies tends to go up, the exchange rate of VND to USD
experienced a slight decrease.

The USD fell to a one-month low after the Fed concluded that the job market still needs
support before cutting currency stimulus programs. Gross domestic product increased at a
6.5% annualized rate last quarter, well below the 8.5% expected by economists. The Federal
Open Market Committee concluded its two-day meeting by keeping interest rates in a target
range between zero and 0.25%, while also said now is not the time when the FED can start
easing its purchase program at a rate of USD 120bn a month in bonds, with the view that
the recent rise in inflation may be temporary and are concerned that growing cases of COVID-
19 could derail the global recovery
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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 2021 Figure 6. VND compared to major currencies in 2021
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Government Bond Market

Primary market

STV successfully issued VND 32,561bn of G-bonds this month with
winning yield declined slightly compared to the end of June.

In July, the G-bond issuance situation has improved compared to the issuance rate of 69%
in June. In the VND 42,000bn proposed, there were VND 32,561bn of G-bonds successfully
mobilized, at the rate of 78%. The number of successful issuances decreased compared to
VND 31,803bn in June. By the end of July, STV gradually caught up with the annual plan
when the mobilization volume reached VND 174,054bn of G-bonds, reaching 50% of the
year plan. 5Y and 10Y terms are being issued faster than planned when reaching 81% and
75% of the year plan, respectively. The STV's G-bonds issuance plan for Q3 is VND 120tn,
of which 10Y and 15Y terms were expected to issue VND 40tn and VND 50tn, respectively.

The winning yield of the bonds declined slightly compared to the end of June. The yield for
10Y and 15Y terms were 2.16%/year and 2.44%/year, respectively, down 2-4bps compared
to the end of June. The 5Y term yield fell by 5bps to 1.05%/year. However, the issuance
rate is still high, showing that investors gradually accept the current interest rates since they
must buy more bonds to offset the amount of G-bonds that matured in June.

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 16,119 81%

7Y 15,000 3,481 23%

10y 120,000 89,792 75%

15Y 135,000 47,421 35%

20Y 30,000 3,580 12%

30Y 30,000 13,661 46%

Total 350,000 174,054 50%

Source: VST, HNX
Figure 12. 10Y G-bond yields (%) in selected countries As at 30/07/2021
*Bps changed compared to last closing
Market c||82?:g e Last month 31/12/2020*

u.s. 1.22 -5.40 -24.c IS 30.9
EU -0.46 -4.09 -25.4 IS 10.8
Japan 0.02 0.40 -3.6 0.1
China 2.86 -5.70 -23.8 I -29.1
South Korea 1.87 -1.50 -22.3 I 14.5
India 6.20 -2.70 15.3 33.9
Malaysia 3.17 4.40 -10.7 1N 52.8
Singapore 1.31 -6.92 -28.5 NN 43.5
Indonesia 6.29 -1.00 -29.6 I 40.8
Philippines 2.21 2.05 -3.9H 31.7
Thailand 1.55 -2.94 -21.4 N 28.8
Vietnam 2.21 0.88 -1.3 1 -36.5

Source: Bloomberg.

Secondary Market

G-bond yield went sideways this month. Average transaction volume on
the secondary G-bond market dropped by 25% MoM. Foreign investors
net bought VND 538bn of G-bonds this period.

At the end of July, the 10Y yield was at 2.21%/year, down 1 bps compared to the previous
month whereas the 2Y yield remained at 0.7%/year, down 3 bps. Since the beginning of the
year, the 2Y yield has increased by 28 bps while the 10Y term yield has decreased by 37 bps.
G-bond yields of many nations across the globe have strongly fluctuated during this time,
while the yields in Vietnam are remaining stable.

Transactions on the secondary government bond market were inactive than the previous
month with daily average volumes of VND 9.2tn, down 25%. Of which, outright trading
accounted for 70% of the volume this period and VND 143.7tn. Average transaction was
VND 6.5tn/day, down by 26% from the previous month's average. The average repo trading
volume decreased by 23% compared to June, reaching VND 2.7tn/day. In July, foreign
investors net bought VND 538bn. Overall, foreign investors net purchased a total of VND
10,394bn of G-bonds in 2021 and VND 13,433bn 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 16. G-bond yield curve — Secondary Market
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Figure 18. Vietnam bond market size (VND tn)
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Corporate Bond Market

FiinPro data showed that, VND 16,227bn of corporate bonds were issued in the domestic
market in July. Of which, Asia Commercial Joint Stock Bank issued the most significant bond
volume of VND 5,500bn with coupon rate of 3.5%-4%/year. Moreover, Phat Dat Real Estate
Development Corporation issued bonds with the highest coupon rate of 13%/year. The
banking industry is the top issuer which accounts for 74% of the volume in the month,
reaching about VND 12.02tn.

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 July 2021

Ticker Issuer Tenor Amount Coupon rate
ears VND tn % /year
Co6ng ty C8 phan Chiing khoan Ky Thuong 2 200 N/A

Cong ty CO phan Dau tu & Dich vu khach san SOLEIL 2 800 11.8%
Co6ng ty C6 phan Dau tu Anpha 3 132 8.0%
Coéng ty C6 phan Pau tu Dia 8¢ Hung Ph 6 200 9.5%
HPX Cong ty C6 phan Dau tu Hai Phét 1.5 100 11.0%
Co6ng ty C6 phan Pau tu Thanh Thanh Céng 2 120 10.0%
Cong ty C6 phan Dau tu va Phét trién Residence 1 1,500 9.8%
PDR Cong ty CO phan Phét trién Bat dong san Phat Dat 1 230 13.0%
Cong ty C8 phan Truyén théng va Giai tri Galaxy 2 25 10.0%

Cong ty Tai chinh TNHH MTV Ngén hang Viét Nam Thinh Vugng 2 400 7.24%-7.5%
Cong ty TNHH Xay dung va Phét trién Hoang Long 3 500 11.0%

ACB Ngan hang Thuong mai C& phan A Chau 3 5,500 3.5%-4.0%

LPB Ngan hang Thuong mai C8 phan Buu Dién Lién Viét 2 2.000 3.6%
CTG Ngén hang Thuang mai C& phan Céng thucong Viét Nam 8 100 6.4%
BID Ngan hang Thuong mai C8 phan Dau tu' va Phat trién Viét Nam 6 3,000 6.0%
HDB Ngan hang Thugng mai C8 phan Phat Trién Thanh phS HO Chi Minh 5 1,000 6.3%

VIB Ngan hang Thuong mai C8 phan Quéc t& Viét Nam 7 420 7.57%-7.58%

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
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