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Key Indicators

VN Gov Bond Yield 10Y 3.0%
USDVND

Refference Rate 24,097
Cap Rate USDVND 25,784
Floor Rate USDVND 22,410
Interbank USDVND 24,565
Interbank Interest rate

(VND)

ON 2.85%
1-Week 2.85%
2-Week 2.90%
1-Month 3.00%
3-Month 3.70%

Flash Note

October 25, 2023
Exchange rate and Interest rates - A fragile equilibrium

More than a month after the State Bank of Vietnam (SBV) intervened in the interbank
market by issuing 28-day SBV bills VND interbank interest rates have risen sharply and
are approaching the interest rates for customers deposits. As a result, the interest rate
gap between VND and USD deposits has narrowed down. The USD/VND exchange rate,
on the other hand, has continued to grow. The current situation, we acknowdge,
represents a new equilibrium, although it is rather precarious. Any moving up in the
exchange rate or interest rate might trigger a new action from SBV.

The USD/VND exchange rate was under pressure due to two key factors: (1) the continuing
interest rate gap between USD and VND since May 2023, and (2) the constant rise in the US
dollar index (DXY).

(1) Due to the weak credit growth, liquidity was abundant in the interbank market, and the
VND interest rates across all tenors in the interbank market were at an all-time low. For
a very long time, the USD deposits rates were around 3.0-3.5% higher than VND
depositsrates. As aresult, the entire banking system was motivated to keep anet buying
position in USD. This helped to drive up the USD/VND exchange rate.

(2) The US dollar index (DXY) has been strengthening in the last four months, rising 6.5%
(since July 2023), on expectations of continued strong US economic growth, while the
rest of the world is facing the risk of slower growth or even recession. This has resulted
in a wave of capital outflows from emerging and frontier markets, as well as outflows
from risky financial assets. Therefore, the demand for USD and capital flow into the
money market funds increased strongly. and

In response to this situation, SBV issued 28-day SBV-Bills to absorb excess VND liquidity in
the interbank market and aim to raise short-term interest rates in this market. As a result,
the interest rate gap between USD and VND has narrowed, making banks less likely to hold
big net buy position of USD. Therefore, the USD/VND exchange rate should cool down for a
while.

After more than a month of enactment, the outstanding balance of SBV-Bills as of October
24 stood at VND233tn, and the interbank interest rates have risen sharply (ON: from 0.14%
t0 2.10%, 1-month: from 1.03% to 3.00%). However, the USD/VND exchange rate has risen
further, with the VCB's FX asking rate reaching 24,735 on October 24,2023 (+4.24% YTD and
+1.12% MoM).

Actually, the VND interest rates for the tenor 1M-3Min the interbank market have begun to
approach customers deposit rates. If interbank rates continue to climb and remain stable at
high level for along time, it may trigger banks to continue rising saving deposit rates, causing
a domino effect on the system. Meanwhile, the exchange rate has recently surged
significantly (+1.12%) and is close to the peak of 24,888 set in 2022. Therefore, any increase
in interest rates or exchange rates in the following days could lead to the SBV issuing
additional policies to achieve the goal of stability and balance.

However, we believe that the SBV still has sufficient resources to keep the exchange rate and
interest rates stable. The relatively sufficient USD amount from export and import
operations, FDI, Fll, and remittances supports our point of view. Meanwhile, the pressure to
repay foreign debt isn't getting heavier. According to the General Statistics Office, the trade
surplus of goods was USD21.6bn, the trade deficit of services was USD6.7bn, FDI disbursed
was USD15.9bn, and remittances were USD9-10bn in 9M2023.

In our opinion, SBV will have two possible solutions as below:

1. Allow the SBV-Bills balance to expire so that the cash flow can return to the interbank
market. The liquidity in the interbank market can be improved and interest rates will
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then return to normal level but still high enough to weaken the USD demand. The
ultimate goal is to retain the interbank interest rates at a high level, close to

customers deposit rates, for 1M-3M term, without causing customer deposits rate
race.

2. Incase the tool of SBV-Bills can't help to cool down the situation. The exchange rate
continues to volatile, and interest rates stay high, SBV may consider utilizing
revocable 3-6M USD forward contracts.

These solutions are adjustable and will be strongly driven by the banking system's credit
growth as well as the supply and demand of USD in the Q4/2023. If credit growth accelerates
in the Q4, we anticipate that SBV will consider providing liquidity to the banking system
through the OMO.

APPENDIX
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Analyst Certification(s)

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about
any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be
aware that ACBS may have a conflict of interest from time to time.

ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative analysis,
and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other types of
research products, whether as a result of differing time horizons, methodologies, or otherwise.

Disclaimer

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties of
merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or sell
any financial instrument. Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any affiliate,
nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or
consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss, even
if notified of the possibility of such damages, arising from any use of this report or its contents. Other than disclosures relating to ACBS,
the information contained in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not represent or
warrant that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update its opinions or
the informationin this report.

Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared
independently of any other interests, including those of ACBS. This report does not constitute personal investment advice or take into
account the individual financial circumstances or objectives of the investors who receive it. The securities discussed herein may not be suitable
for allinvestors. ACBS recommends that investors independently evaluate each issuer, securities or instrument discussed herein and consult
any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day as a result of
changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict actual results,
which may differ substantially from those reflected. Past performance is not necessarily indicative of future results.

This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it
will be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any).

In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor shall dismiss this report
immediately otherwise it will be at his/her own risks.

ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek
advice based on their particular circumstances from an independent tax advisor. This report may contain links to third-party websites. ACBS
is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on
such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report
does not imply any endorsement by ACBS. Access to any third-party website is at the investor's own risks, and the investor should always
review the terms and privacy policies at third-party websites before submitting any personal information to them. ACBS is not responsible for
such terms and privacy policies and expressly disclaims any liability for them.
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