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Vietnam Update: Further Signs of
Confidence Returning

Recent data out of Vietham continue to suggest that
the government’s measures to stabilize the economy
and restore investor confidence are paying off.

Bond Market Warming Up

Vietnam’s State Treasury had another successful bond
underwriting session yesterday, raising around
VNDL1.5 trillion  (US$90 million). The Treasury sold
VND835 billion worth of 2-year bonds and VNDG695 billion
worth of 3-year bonds, both with a coupon of 16.5%. This
was 100 basis points below the last underwriting session on
8 August. Offshore accounts played a strong part in the
session and took up the majority of the issuance, but
onshore accounts were also seen participating. The yield on
the benchmark 5-year government bonds has now fallen to
16.6%, and the 5-year sovereign CDS spread has narrowed
by 75 basis points since its mid-June high, although it still
remains well above levels seen in late 2007.
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Vietnamese Dong Implied NDF
Discount Declining

The implied NDF discount (computed as the difference
between the VND 12M forward rate against the VND/USD
spot rate, in percent) has continued its downward decline
that began in mid-June. The discount has narrowed
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significantly from a high of 49% on 19 June 2008 to 11.5%
on 19 August.
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This measure, which we interpret mainly as a gauge of
foreign investor sentiment on the probability of a large
devaluation, suggests that fears of such an event have faded
significantly, but not disappeared entirely.

Stock Indices Beginning to Recover

On the equity front, both the Ho Chi Minh and Hanoi stock
markets have rallied sharply since mid-June, with significant
net buying from foreign investors, which has been positive in
every week since May, except one. The Ho Chi Minh stock
index is up by 39% from its low in June, while the Hanoi
stock index is up by 47%. That being said, both indices
remain well below their highs of late 2007.

Trading activities in the equity market will be further boosted
by the government’s announcement on 14 August to widen
the trading limits for share movements on its two domestic
stock exchanges. The limits for the Ho Chi Minh City Stock
Exchange and Hanoi Securities Trading Centre have been
widened to 5% (from 3%) and 7% (from 4%), respectively.

Ho Chi Minh Stock Index Hanoi Exchange Stock
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Conclusion

These positive signs indicate that investor confidence is
slowly returning to Vietnam, and suggest that the
stabilization measures implemented in June are beginning to
bear fruit. We would also note that inflation, which we will be
examining in greater detail in an upcoming paper, is also
easing owing in part to favourable (exogenous)
developments in food and commodity prices.

However, in our view it is too early to declare victory. As we
noted in “The Confidence Game” (17 June 2008), growth
needs to slow in order to restore macroeconomic and
financial balance. This means that interest rates need to
remain at levels that (i) make it attractive for domestic
savers to hold dong-denominated deposits and (ii) result in
credit growth commensurate with a more moderate pace of
GDP and import growth. In addition, the apparent
normalization in the currency market needs to reflect
genuine responses to market prices rather than the outcome
of administrative or other stop-gap measures.

The key risk at this juncture is that the authorities may relax
policies too soon, resulting in a renewed surge in imports and
renewed downward pressure on the dong. That would be a
pity as it would nullify the gains achieved to date.
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Important Notices
Australia and New Zealand Banking Group Limited is represented in:
AUSTRALIA by:

Australia and New Zealand Banking Group Limited ABN 11 005 357 522
10th Floor 100 Queen Street, Melbourne, Victoria, 3000, Australia
Telephone: +61 3 9273 6224 Fax: +61 3 9273 5711

UNITED KINGDOM by:

Australia and New Zealand Banking Group Limited

ABN 11 005 357 522

40 Bank Street, Canary Wharf, London, E14 5EJ, United Kingdom
Telephone: +44 20 3229 2121 Fax: +44 20 7378 2378

UNITED STATES OF AMERICA by:

ANZ Securities, Inc. (Member of FINRA and SIPC)
6th Floor 1177 Avenue of the Americas

New York, NY 10036, United States of America
Tel: +1 212 801 9160 Fax: +1 212 801 9163

NEW ZEALAND by:

ANZ National Bank Limited
Level 7, 1-9 Victoria Street, Wellington, New Zealand
Telephone: +64 4 802 2000

This document (“document”) is distributed to you in Australia and the United Kingdom by Australia and New Zealand
Banking Group Limited ABN 11 005 357 522 (“ANZ”) and in New Zealand by ANZ National Bank Limited (“ANZ NZ”).
ANZ holds an Australian Financial Services licence no. 234527 and is authorised in the UK by the Financial Services
Authority (“FSA”).

This document is being distributed in the United States by ANZ Securities, Inc. (“ANZ S”) (an affiliated company of
ANZ), which accepts responsibility for its content. Further information on any securities referred to herein may be
obtained from ANZ S upon request. Any US person(s) receiving this document and wishing to effect transactions in any
securities referred to herein should contact ANZ S, not its affiliates.

This document is being distributed in the United Kingdom by ANZ for the information of its market counterparties and
intermediate customers only. It is not intended for and must not be distributed to private customers. In the UK, ANZ
is regulated by the FSA. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have
under the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the
FSA.

This document is issued on the basis that it is only for the information of the particular person to whom it is provided.
This document may not be reproduced, distributed or published by any recipient for any purpose. This document does
not take into account your personal needs and financial circumstances. Under no circumstances is this document to be
used or considered as an offer to sell, or a solicitation of an offer to buy.

In addition, from time to time ANZ, ANZ NZ, ANZ S, their affiliated companies, or their respective associates and
employees may have an interest in any financial products (as defined by the Australian Corporations Act 2001),
securities or other investments, directly or indirectly the subject of this document (and may receive commissions or
other remuneration in relation to the sale of such financial products, securities or other investments), or may perform
services for, or solicit business from, any company the subject of this document. If you have been referred to ANZ,
ANZ NZ, ANZ S or their affiliated companies by any person, that person may receive a benefit in respect of any
transactions effected on your behalf, details of which will be available upon request.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable.
The views expressed in this document accurately reflect the author’s personal views, including those about any and all
of the securities and issuers referred to herein. The author however makes no representation as to its accuracy or
completeness and the information should not be relied upon as such. All opinions and estimates herein reflect the
author’s judgement on the date of this document and are subject to change without notice. No part of the author's
compensation was, is or will directly or indirectly relate to specific recommendations or views expressed about any
securities or issuers in this document. ANZ, ANZ NZ, ANZ S, their affiliated companies, their respective directors,
officers, and employees disclaim any responsibility, and shall not be liable, for any loss, damage, claim, liability,
proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence),
contract, equity or otherwise) out of or in connection with the contents of and/or any omissions from this
communication except where a Liability is made non-excludable by legislation.

Where the recipient of this publication conducts a business, the provisions of the Consumer Guarantees Act 1993 (NZ)
shall not apply.
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