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Country Update: Vietham

Vietnam - Domestic Demand Indicators
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Vietnam - Inflation
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The stimulus plan seems to be gaining traction.
Industrial output growth is recovering and lending to
construction has picked up. Inflation continues to fall.
The external environment remains weak and a
sizeable monthly trade deficit has re-emerged.
Growth should rise going forward, but will remain
well below trend.

Domestic demand momentum looks increasingly solid.
Real retail sales growth picked up to 18% (y/y) in May
with across the board strength. Industrial output rose by
6.8%, up 1%2% over Apr, led by the non-state sector.
Exports declined substantially in May, with growth falling
to -26.0% (y/y) from -2.2% in Apr. Oil exports remain
weak and precious metal shipments levelled off. Import
growth was broadly unchanged at -24.9%. A sizeable
trade deficit has reappeared in the past two months of
around $1.5bn.

Inflation continues to fall as the spikes in the data from
one year ago drop out of the calculations. May’s CPI rose

5 - Month-on-month 30 5.6% (y/y), down from 9.2% in Apr; consumer prices
—Year-on-Year rose 0.44% in the month.
41 25 e Foreign direct investment data remain soft. Pledges
31 - 20 through May were down 76% from a year earlier. The US
2 L 15 accounts for over half of the total, and the hotel and
1 L 10 restaurant sector receives two-thirds of all FDI inflows.
Actual disbursements were down 29% ytd.
0 > e The State Bank of Vietham announced that it will hold
-1- -0 the policy rate steady at 7% during June. Separately, the
NEEN \,’\ Q& P \9‘6 ® P O central bank warned lenders to ensure credit quality as
F N EFE Y EEE loans for property and stock investments have surged.
SBV Governor Nguyen said lending should focus on
production and SMEs.
e The government unveiled details of its $8bn stimulus
Vietham - Trade Balance (USD mn) plan. Measures include a delay in corporate and personal
10000 - ——3m annualised tax payments, subsidized loans to companies,
5000 - 12m rolling sum A mfrastructL_lre projects, an.d. guarantees to SMEs. DPM
0 \ Nguyen said the fiscal deficit will be kept below 8% of
_igggg 1 \ GDP this year.
-15000 - e While a recovery seems to be building, the official 2009
-20000 - growth target of 6.5% looks nearly impossible to
:38888: achieve. The worst is likely past, but we are forecasting
-35000 - growth of 4%2% for Vietnam this year.
-40000 -
NN \9’\ Q ® P \p‘b ® 9 P Paul Gruenwald
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Economic Data — Vietham
Monthly data Oct-08 | Nov-08 | Dec-08 | Jan-09 | Feb-09 | Mar-09 | Apr-09 May-
Industrial Production, % y/y 9.2 -0.3 0.5 -4.2 5.8 -12.2 1.4 N/A
Retail Sales ytd, % vy/y 34.0 33.2 33.3 29.7 17.7 23.7 22.1 N/A
Consumer Price Index, % v/y 26.7 24.2 19.9 17.5 14.8 11.2 9.2 5.6
Exports ytd, % vy/y 37.3 32.8 29.5 -24.3 5.4 7.4 2.1 N/A
Imports ytd, % v/y 45.0 37.6 32.7 -53.8 -43.8 -41.3 -40.2 N/A
Trade Balance, USD bn -0.8 -0.6 -1.0 0.4 0.9 0.3 -0.7 N/A
Quarterly data Jun-07 | Sep-07 | Dec-07 | Mar-08 | Jun-08 | Sep-08 | Dec-08 | Mar-09
Real GDP, % vy/y 7.8 8.2 8.5 7.5 6.5 6.5 6.2 3.1
-Agricultural, forestry, fishery 2.8 3.1 3.7 3.2 3.3 3.8 3.8 0.6
-Industry and construction 9.7 10.1 10.6 8.0 7.0 7.0 6.3 1.4
-Services 8.5 8.6 8.7 8.3 7.6 7.2 7.2 5.6
Nominal GDP, VND tn 282.6 293.8 356.8 254.1 371.7 390.8 462.2 311.1
Foreign Exchange Reserves, USD bn 20.8 22.6 23.5 26.4 22.3 23.8 0.0 0.0

Sources: CEIC
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Vietnam: FX and Rates Strategy

While we expect the authorities to sanction further

USD-VND yet to peak . . - .
weakening in the dong, the recent rally in risk and

==—=USD-VND 12M NDF corresponding weakening in the USD suggests a
25,000 move later, rather than sooner. Vietnam’s growth
24,000 outlook remains weak and inflation has plummeted,
%2;888 paving the way for further monetary easing to offset
%(1):888 upward pressure in yields.
187000 M_,_/_ FX
17,000
16,000 - . L
15,000 ; ; — ; ; — A sustained rally in risk trades has taken some of the
ISER A AN A RN\ I\ BN NS BN pressure off of the dong. In addition, addressing an
& o' P S & &P S & O P imbalance in the supply and demand for onshore USD, the
authorities have expanded currency swap arrangements with
commercial banks and are considering other measures to
reduce the preference of exporters to maintain their bank
deposits in USD.
Foreign equity flows recovered in May Meanwhile, press reports validate our expectation for a
($ min) further 4% weakening in the dong this year. The SBV’s
200 - Deputy Governor reportedly said that the dong is expected
150 | to fall up to 6% against the USD this year. Year-to-date, the
100 4 dong has weakened nearly 2% so far.
50 1 Rates
0
_ig((;: Upward pressure on bond yields continues to build, while a
-150 J sharp drop in inflation provides scope for further monetary
A A A > o o .o o o easing. Once again, the State Treasury failed to sell any of
S ¢ S o ° o° O its VND 2trn offer in May as bidders at the auction
R TP @ TS ¢ demanded a higher yield than the government was willing to
pay on the debt. The differential for the 2-year tenor has
narrowed to a range of 30-160bps, with the government
setting the cut-off at 8.4% in May versus 7.6% in April. At
] the same time, the government has announced plans to
5Y VND GOV: Trapped in a range issue an additional VND 20trn in bonds this year.
The government’s interest rate subsidy program (introduced
in February and expanded in April) is also putting pressure
gi on local rates, with banks having to raise dong deposit rates
9:2 | in order to raise more funds to meet increased loan demand.
9.0 - As of 10 April, banks had lent roughly half of the
8.8 - government’s target of VND 420trin for 2009.
8.6 -
8.4
8.2 Tamara Henderson
8.0
OB 10 10 0 o
> N N A Y N D A
Market Forecasts - Vietham
FX Current | Ytd (%) Jun-09 | Sep-09 | Dec-09 | Mar-10 | Jun-10 | Sep-10
USD-VND 17,793 1.8% 17,800 18,500 18,500 18,500 18,500 18,500
AUD-VND 13,842 12.7% 12,800 | 12,600 | 12,200 12,000 | 12,000 12,200
NZD-VND 11,011 8.7% 9,600 9,400 8,900 8,600 8,700 8,900
JPY-VND 184 -4.4% 170 171 168 159 159 157
EUR-VND 24,601 0.7% 22,800 22,600 22,200 21,800 21,500 21,800
Rates Current | Ytd(bps) | Jun-09 | Sep-09 | Dec-09 | Mar-10 | Jun-10 | Sep-10
SBV's base lending rate 7.00 -150 7.00 6.50 6.50 6.50 6.50 6.50
Overnight VNIBOR 6.12 54 6.3 5.8 5.8 5.8 5.9 6.0
lyear IRS (versus 3M VNIBOR) 8.00 -248 8.1 7.6 7.6 7.7 7.8 7.9
5-year IRS 9.14 -153 9.3 9.0 9.0 9.1 9.1 9.3

Sources: Bloomberg, ANZ
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Important Notice

Australia and New Zealand Banking Group Limited is represented in:
AUSTRALIA by:

Australia and New Zealand Banking Group Limited ABN 11 005 357 522
14th 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

Telephone +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 by Australia and New Zealand Banking Group Limited ABN 11 005 357
522 ("ANZ”) and in New Zealand by ANZ National Bank Limited WN / 035976, ANZ holds Australian Financial Services licence no.
234527.

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

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

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

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 Bank, ANZ NB, ANZSI, 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 Bank, ANZ NB, ANZSI 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 authors’ personal views, including those about any and all of the securities
and issuers referred to herein. The authors however make no representation as to its accuracy or completeness and the information
should not be relied upon as such. All opinions, estimates and forecasts herein reflect the authors’ judgements on the date of this
document and are subject to change without notice.

Any recommendation in this document is intended for general circulation and does not take into account the specific investment
objectives, financial situation or particular needs of any particular person. Advice should be sought from a financial adviser regarding
the suitability of the investment product, taking into account the specific investment objectives, financial situation or particular needs of
any person in receipt of the recommendation, before the person makes a commitment to purchase the investment product. Please note
that, as at the date of this document, ANZ Bank or its subsidiaries had an interest in the securities of various entities referred to in this
document, and/or performed a role in relation to various entities referred to in this document or their securities.

ANZ Bank, ANZ NB, ANZSI, 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.
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