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Preface
Dear valued clients and partners:
FiinRatings, the credit rating services of FiinGroup, is pleased to present
FiinRatings Insight #2 – Balancing Return and Risk issued on November
12th, 2021.
Bond has become an attractive and growing funding source for Vietnamese
corporates besides bank credit and equity market.
As an investment class, corporate bonds have not only drawn attention from
financial institutions such as banks, insurance companies, and bond funds, but
also from other corporates and individual investors.
Regarding the regulatory framework, recent changes including Decree
153/2020 regulating offerings eligibility and trading of corporate bonds issued
via private placements; Circular 122/2020 guiding on reporting standard of
corporate bonds issuance; and Decree 155/2020 guiding the implementation of
Revised Securities Law (2019) are expected to have great impacts on the
development of the bond market as well as corporates’ funding strategy.
According to these new regulatory changes and international best practices, the
requirements of credit ratings have been stipulated, specifically on corporates
bond issuance via public offerings. This is expected to support the development
of the bond market infrastructure.

The most trusted Credit Rating Agency in Vietnam

FiinRatings, as a certified independent credit rating agency in Vietnam, provides
standardized information in order to support businesses to assess their credit score and
funding plan as well as conveys credit information of bond issuers to both professional
and non-professional investors for their evaluation, selection, and investment in the
secondary market.
We hope to accompany investors with a regular thorough discussion of issues related to
credit ratings in Vietnam. In this report, the outlook of the bond market is analyzed to
assist market participants in forming proper funding and investing strategy, aiming to
support a more sustainable and transparent market.

It is our pleasure to receive feedback from our valued customers on this first-issued
publication to better inform market participants in the next Rating Insights.
Should you have any question, please contact via fiinratings@fiingroup.vn
Yours sincerely,

Nguyen Minh Tu (Mr.)
Director, Credit Rating Services
FiinGroup Joint Stock Company
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Key highlights
Issuance activities and market size
 Primary issuance in 9 months of 2021 reached VND 430 trillion (+ 27% YoY) while the
average growth rate in previous years was 30-40% per year. Although decelerating,
this momentum shows the increasingly important role of this capital mobilization
channel, especially in the context of disrupted short-term cash flows and the tightened
credit channel.
 Real estate sector with issuance value reached VND 172 trillion, increasing 2% over
the same period. Meanwhile, commercial banks increased capital mobilization through
the bond channel with a value of VND 116 trillion (accounting for 33% of the total
issuance value), an increase of 20.5% over the same period in 2020 in order to raise
Tier 2 capital to improve capital adequacy and the ratio of short-term capital for
medium and long-term loans in accordance with regulations of the State Bank.
 Notably, the direct participation of individual investors in the primary market
decreased sharply to 5.3 % of total issuance value in 9M2021 from 13% in the same
period last year. Instead, banks remained the key buyers, accounting for 56% of the
total issuance value and securities companies took up 36.3%. However, our data
have shown that securities firms have redistributed approximately VND 70 trillion to
the secondary market for the period of 6M2021 and only maintained a low C-bond
outstanding balance at the end of June 2021.
Coupon rate and Tenor
 The average issuance term of 9M2021 declined from 4.3 years in the same period last
year to 3.7 years, mainly in capital-intensive sector with long payback periods such as
Energy and Real Estate.
 The average nominal issue rate for all maturities and sectors also fell by 2.1
percentage points to 7.8% from 9.9%. This is consistent with the declining trend of
interest rates and of yield curve of 19 bond codes listed on HOSE, in particular based
on our data analysis. However, the actual yield received by secondary investors is
even lower as we have shown in FiinRatings Insight #1.

The most trusted Credit Rating Agency in Vietnam

Issuers’ Credit quality
 Since real estate developers are the main issuers and attract great interest from the market
due to recent issues in the region. We have taken a closer look at issuer quality in the
residential real estate sector in Vietnam, including both listed and unlisted issuers.
 Bond issuers, which are mostly listed companies, have basically maintained their credit
quality at a stable level despite the recent impacts of the COVID-19 pandemic. However,
based on our credit rating model with public information, there are still 28 out of 52 listed
companies that we have preliminarily rated as weak and very weak in meeting their
financial obligations.
 The point we want to pay special attention to is the quality of bond issuers who are unlisted
enterprises. Although most are privately issued and 86% of bonds issued are secured by
assets, from a credit risk perspective, we believe that this is the main risk factor not only for
bond investors but also for bank credit channels. The debt repayment indicators of this
group of issuers are all relatively weak and this has many implications for market sectors
including investors, consultants, regulators. and the businesses themselves.(More detailed
analysis in Section 4 of this report).

Indication for Vietnam from Evergande
 The story of Evergrande and the real estate industry in China have raised many questions
about the financial health of real estate businesses in Vietnam. We have compared the
financial position of Vietnam's residential real estate developers with Evergrande's and
consider distinctive factors related to each country. Basically, the financial health of
Vietnam's real estate enterprises is relatively better than Evergande's before the group
encountered financial distress.
 However, sudden policy changes on credit lines and capital into real estate in China have
affected regional financial markets and even China's economic growth prospects. Based on
the analysis results, we have given some implications and lessons to Vietnam’s institutional
investors, individual investors, consultants, issuers and regulators alike, so they can refer to
their activities.
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Section 1:

The Primary Market

1.1. Market activities
Issuing activities are still active but not as strong as previous years. Banks increased issuance activities while real estate developers reduced
the scale of capital mobilization activities through the bond channel.
Figure 2: Real estate continues to account for the largest proportion in the
issuance structure in 9M2021

Figure 1: Domestic bond issuance grew positively
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 The continuous growth momentum in the period 2017-2020 indicates the role and
attractiveness of the capital mobilization channel from bonds. Total issuance value of
corporate bonds in 9M2021 increased by 27% over the same period last year and
reached VND 431 trillion. This is a slower growth rate than 30-40% in the last 3 years.

 Furthermore, according to the announcement of the Ministry of Finance on strengthening the
management of corporate bond market (Dispatch No. 10059/BTC-VP dated September 1,
2021), private placement corporate bonds without collateral or with low reputation of the issuer
will have more tightened monitor and surveillance.

 This growth rate, in our opinion, reflects two main factors: (i) the huge demand for
medium and long-term capital issuance due to the impacts of the COVID-19 on
operating cash flow in the 9M2021; (ii) effect of new regulations aimed at stricter control
of bond issuance, especially public offering. The biggest policy change is the regulation
that private placement bonds, besides being sold to institutional investors, can only be
purchased by professional individual investors with specific conditions. Bond advisors
have to take a longer time to adapt and comply with this new regulation.

 The largest proportion of bond issuance value in 9M2021 belongs to the Real Estate sector,
which accounted for 40% of the issued value, reaching VND 172 trillion and this proportion is
approximately the same period last year. Commercial banks accounted for 33% with issued
value of VND 116 trillion (+3% YoY). In our opinion, banks increase the usage of bond
channels to raise their Tier 2 capital and improve the ratio of short-term capital for mediumand long-term loans in accordance with the State Bank's regulations. The Energy sector
witnessed a significant decrease in issued value due to uncertainties in the regulatory
framework and price mechanism for renewable energy after November 1, 2021. The issuance
value of this sector reached VND 14.9 trillion (-45.6% YoY).

The most trusted Credit Rating Agency in Vietnam
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1.1. Market activities (cont.)
Bond issuance still has many advantages in low interest rate environment, but policy changes have a direct and strong impact on the excitement
and scale of issuance activities.

VND bn

Figure 3: Monthly corporate bond issuance (2020-9M2021)

Figure 4:Deposit rates by different terms (2019-1H2021)
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 In a low-interest rate environment (average of 3.8% for all terms) and the market is witnessing inflation in the first 9M2021 at 0.88%, the deposit channel has become less attractive
compared to other investment channels such as corporate bonds with the current average interest rate of 7.8%.
 Decree 153/2020/ND-CP and Decree 155/2020/ND-CP, effective from January 1, 2021, clearly specify the requirements for bond issuance. New regulations to improve and
standardize issuance conditions as well as limit participant to professional investors only have caused a significant delay in issuance. This is shown in monthly issuance value as
shown in Figure 3 above. Notably, from January 1, 2023, issuers or bonds registered for public offering will be required to perform ratings by an independent credit rating agency
when the total value of bonds is mobilizing par value in every 12 months is more than VND 500 billion and more than 50% of equity, or Total outstanding balance of bonds at par
value up to the time of registration of offering is greater than 100% of equity based on the most recent financial statements.
 Prior to 2020, recent policy changes had a powerful impact on issuance value. Before Decree 81/2020/ND-CP amending and supplementing several articles related to corporate
bond issuance took effect from September 1, 2020, the total value of bonds issued in August 2020 reached VND 104 trillion, accounting for 25% of the total issuance value in 2020
and plummeted to VND 22 trillion in September 2020.
The most trusted Credit Rating Agency in Vietnam
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1.2. Coupon rate and Tenor
The average bond term in 9M2021 has decreased significantly compared to 2020 and the nominal interest rate has also decreased significantly,
especially bonds of the Banking and Real Estate sectors.
Figure 5: Average term of domestic bonds decreased to 3.7 years in 9M2021
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Figure 6: Nominal interest rate drops to 7.8% per year in 9M2021

Energy

8.0
7.9

Bank

4.5
4.3

Construction

4.7

2020

Average term
9M2021: 3,7 years
(2020: 4,3 years)

Real estate
Securities

2019
9.6%
10.5%

6.8%
4.3%

6.7%
6.7%
8.0%
8.4%
8.4%
8.7%
8.4%

Source: FiinRatings
Note: Figures are calculated based on only domestic issued corporate bonds

Source: FiinRatings
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•

•

•

•

The average maturity of corporate bonds has shortened, falling from 4.3 years in 2020
to 3.6 years in 9M2021. We believe that this partly reflects investor's reluctance to
invest in long-term bonds, especially in capital-intensive sectors with long payback
period.

•

Industries with great demand for bonds such as Real Estate, Banking and Energy tend
to shorten their terms, especially in the period when interest rates have been adjusted
down for a long time. Notably, the term of corporate bonds in the Energy sector has
decreased significantly from 8 years to only 6.2 years.
As for the securities sector, due to the demand to improve capital adequacy to
promote margin lending, issuance activities also increased significantly, and maturities
were extended. The industry's average annual maturity increased to 2.4 years for
domestic bonds while some recent foreign loan mobilization transactions were mainly
with short term (1 year).
The most trusted Credit Rating Agency in Vietnam

•

10.6%
11.2%
10.4%
10.5%

Average yield
9M2021: 7,8%/year
(2020: 9.9%/year)

The average interest rate offered by issuers in 9M2021 was at 7.9%/year, down 2.1 percentage
points compared to 2020. This is explained by the shortening of corporate bond term this year and
current low interest rate environment.
The banking industry, with its position as the industry with a large issuance value in 9M2021,
maintained at the lowest coupon rate among industries with an average of 4.4%/year and an
average maturity of 3.9 years. As of August 2021, the 10-year government bond interest rate is
about 2.05%/year, down 80 basis points from the same period last year and the interbank interest
rate remains low with an overnight interest rate of 0.67 %/year.
The Construction and Real Estate industries still maintained high issuance interest rates with
average interest rates of 10.3% and 10.7%/year, respectively. Notably, up to 26% of corporate
bonds issued in these industries are unsecured or secured by shares, or do not have an
independent credit rating, and this raises concerns about the default risks.
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1.3. Investors’ profile
Participation of individual investors in the primary market has decreased significantly as only professional individual investors are
allowed to participate in private placement, instead there has been an increase in the participation of securities companies
Figure 7: Investors in primary market in 9M2021
2020

1H2021

The participation of individual investors has decreased
since the Decree 153 regulated on professional individual
investors took effect from 01 Jan 2021. Meanwhile,
securities firms actively participate in the primary market.
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 In 9M2021, institutional investors, mainly commercial banks, has
been the most active participants with 55.9% purchase value of the
total issuance value, although their proportion had decreased
moderately relative to the securities companies.
 Notably, the proportion of individual investors in the primary market
has decreased significantly compared to 2020 (from 13% to 5.3%).
This mainly comes from the regulation that only professional
investors are allowed to participate in private placements.
Professional investors are defined as having a portfolio value of at
least VND2 billion (according to Decree 153/2020/ND-CP). This is
the main factor determining the participation of individual investors in
the primary market.
 Meanwhile, in 9M2021, the participation of securities companies has
increased significantly in the primary market. Due to the regulation
on professional individual investors in the private placements,
securities companies which are issuance consulting firms and
underwriters also partially invested in bonds issued by the consulted
corporation to ensure the success of the bond issuances.

13.00%

5.30%
1.20%
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1.50%

1.30%

Foreign investor

Individual investor
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Source: FiinRatings.
Note: The figures are calculated on the issue value. The figures do not include the type of investor not specified in the
issuance announcement.
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Who is a professional individual investor?
A professional individual investor is defined according to Decree
153/2020/ND-CP as a person who (i) holds a securities practicing
certificate; or (ii) an individual holding a portfolio of listed securities or
registered for trading with a minimum value of VND 2 billion; (iii) or an
individual with a taxable income of at least VND 01 billion in the latest year.
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1.3. Investors (cont.)
The bank took advantage of the bond channel to increase tier-2 capital and securities company has been the main investor with 42.6%
purchase value of the total issuance value in 6M2021.
Figure 8: Bond balances issued by banks and balances owned by other
credit institutions are equivalent as of 30 Jun 2021 (trillion VND)

Figure 9: Issuers and investors in the primary market of corporate bonds 6M2021 (VND trillion)
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 From our estimation, the outstanding balance of bank bonds as on June 30, 2021 was VND403.7 trillion, approximately equivalent to the value of corporate bonds of credit institutions that
banks are holding. Therefore, we believe that almost all corporate bonds issued by banks are owned by other banks and financial institutions. This represents an excess of liquidity of the
interbank system when lending activities face difficulties due to the epidemic, while the need to increase Tier-2 capital and improve short-term capital utilization ratio for medium and longterm loans according to the regulations of the SBV is still very high.
 In addition, according to statistical data from 382 corporate bond issuances, the number of banks participating directly in purchasing bank bonds in the primary market only accounts for
about 23.2% of the issued bank bonds. According to Circular 34/2013/TT-NHNN, credit institutions are not allowed to purchase bonds issued by other credit institutions in primary market,
so securities firms often act as intermediaries to buy bonds, then sell back them to other credit institutions. Currently, this regulation has been abolished, so commercial banks can directly
purchase each other's bonds on the primary market since May 17, 2021.

The most trusted Credit Rating Agency in Vietnam
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1.4. Underwriters’ profile
The top corporate bond underwriters’ market share in 9M2021 belongs to securities companies owned by banks or those with large distribution
networks to retail investors.
Figure 10: Top 10 corporate bond underwriters in Vietnam in 9M2021
 Currently, there are about 50 securities companies out of a total of
more than 100 securities companies that are licensed by the State
Security Commission of Vietnam to participate in related activities of
the corporate bond market. More than 50% of the market share, based
on issuance value, belongs to securities companies that are
subsidiaries of commercial banks or strongly supported by commercial
banks such as TCBS, TPS, HDBS, ACBS or VPS.
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 The leading underwriter is TCBS with 12% market share (by issued
value) with a focus on big issuers such as VinGroup or Masan Group.
Notably, VNDirect and VPS are the two underwriters with number of
consulting issuances as well as growth rate of number of consulting
issuances increased sharply compared to the same period. In addition,
they have integrated bond products on their trading platforms, such as
iConnect of TCBS, D-Bond of VNDirect or SmartOne of VPS, providing
convenient and accessible online channel with many utilities for
individual investors.
 In the future, we believe that there will be competition in increasing the
market share of underwriters for even smaller issuers. Besides
banking, issuers in the other industries such as real estate and energy
have demand for longer-term capital in the context of COVID-19.
Securities firms have proven their prestige through competence over
specialized in deal structuring. However, in our opinion, the decisive
factor is their ability to access both domestic and international
investors, including a distribution platform for individual investors in
Vietnam.

The most trusted Credit Rating Agency in Vietnam
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Note: The data is summarized based on published corporate bonds issuance announcement on the HNX as of 29
Sep 2021. The ranking is based on the total value of issued bonds consulted by the underwriter firms.
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Section 2:

The Secondary Market

2.1. Liquidity and yield on the listed secondary exchange
Although a centralized secondary market is still underdeveloped, the listed bonds on the HSX have significantly improved their liquidity and the
yield curve has quite clearly reflected the declining interest rate.
Figure 11: Daily trading value of bonds listed on HSX
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Figure 12: Bond yield curve of non-financial companies listed on HSX
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Note: The data is summarized from 19 corporate bonds listed on the HSX based on the 5-day
moving average trading value.

 Market liquidity has increased significantly (nearly 40%) compared to the average trading
value in 2020, specifically from VND131.3 billion/day to VND183.2 billion/day.
 However, the amount of corporate bonds listed on the HSX is still small, estimated at only
1.7% of the total outstanding corporate bonds of the whole market. This comes from
modest number of bonds listed on the HSX as only companies listed on the HSX can
issue listed bonds on the HSX.
 Regarding the corporate bond market, the State Security Commission of Vietnam has
completed the draft regulating that by 31 Dec 2021 as latest, the HSX will complete the
transfer of listed corporate bonds from the HSX to the HNX and refuse new listed bond
issuance applications. This facilitates the centralization of the corporate bond market.

The most trusted Credit Rating Agency in Vietnam
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 Compared to 30-Sep-2020, the bond yield curve at 30-Sep-2021 witnessed a significant
reduction for the years to maturity from 1 – 4 years. For example, as of 30-Sep-2020, the
bondholder receives a 9.5% yield on a bond maturing within the next 1 year. However, in
one year later, with the same bond, the bondholder only receives a yield of 7.8%/year.
Other years to maturity have a similar situation, but with a lower risk premium.

 As of 30 Sep 2021, the yield curve of bonds listed on the HSX has the characteristic that
long-term bond yields are higher than short-term bond yields. This is a curve in line with
the market's expectation that more "incentives" for longer maturity and higher risk bonds.
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2.2. Popularity of the Corporate bond market
More than VND83 trillion, equivalent to nearly 30% of the value of newly issued corporate bonds in the secondary market in 1H2021, comes from
Securities Companies and Banks
Figure 13: Estimation of C-bonds transaction at securities companies in 1H2021
(VND trillion)

Source: FiinRatings
Note: The data is summarized from the 6M2021 financial statements of 46 securities companies participating
in trading corporate bonds.

Figure 14: Estimation of non-bank C-bonds transaction at banks in 1H2021
(VND trillion)

Source: FiinRatings
Note: The data is summarized from the 6M2021 financial statements of 29 domestic banks participating in
the corporate bond market (accounting for 99.1% of the total outstanding corporate bonds in the market).

 As mentioned in Figure 8, most bank bonds are held by other banks and financial institutions; thus, we estimate the popularity of the corporate bond market based on the distribution of
non-bank corporate bonds in the secondary market by the securities company and banks.

 According to our observations, although the purchase value of non-bank corporate bonds amounted to VND46.6 trillion in 6M2021, the balance of corporate bonds at securities companies
as of 31 Dec 2021 and 30 Jun 2021 did not change much (from VND13.2 to 17.6 trillion). We estimated that 11.1% of bonds matured and redeemed in 6M2021; hence, the value of nonbank corporate bonds distributed by securities companies to the secondary market was estimated at VND40.7 trillion. Similarly, the balance of non-bank corporate bonds at banks did not
witness much change, although the banks also participated quite actively in the primary market.
 We estimate that the value of non-bank corporate bonds distributed by the securities companies and banks in 6M2021 is more than VND80 trillion, equivalent to 30% of the newly issued
corporate bonds amount in 6M2021.
The most trusted Credit Rating Agency in Vietnam
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Section 3:

Credit quality of
Real Estate Issuer

3.1. Market sizing of Real Estate bond
Real estate corporates have issued a large amount of bond value, averaging at VND 100,000 billion/year over the past 5 years. The proportion of
outstanding bonds accounts for 46% of the total outstanding loans of real estate enterprises.
Figure 17: Issuance value of real estate corporate bonds (2014-9M2021)
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Figure 18: Outstanding corporate bonds of listed real estate companies and
their proportion with their debts
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 Over the past 5 years, bonds have become an important funding source for real
estate companies with an average issuance value of approximately VND100,000
billion/year, contributing 30-40% of the total bond issuance value.
 We believe that with large long-term capital demand and the tightening of traditional
credit channel, bonds will continue to be a vital medium and long-term source of
capital for real estate businesses.
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Note: The data includes 57 listed companies in the residential real estate sector with total debt of VND253 trillion
as of 30 Jun 2021 - excluding Vinhomes' outstanding debt balance in Vingroup. Total debts = Short-term debt +
Long-term debt.

 At 30 Jun 2021, outstanding corporate bonds of listed real estate companies reached
VND116 trillion, equivalent to 17.3% of outstanding debts for real estate business in the
banking system. Considering the residential real estate companies that have listed their
shares, bonds currently account for about 46% of their total debts, indicating that bonds
plays a very important role in the capital structure of real estate companies.
 Notably, since the majority of real estate corporate bonds are issued by unlisted
companies, we believe that the proportion of corporate bonds in the real estate industry
in the whole market will be much larger.
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3.2. Credit quality of Vietnamese Real estate Developer
The debt repayment capacity of listed real estate issuers is currently rather weak. The indicators of loan repayment capacity and leverage are
at alarming levels.
Figure 20: Net Debt/EBITDA ratio of unlisted
firms stays high

Figure 19: Unlisted real estate firms are the
key C-bond issuers
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Figure 21: C-bond issuance value in 9M2021 compared
to total assets in 2020 of real estate developers
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Source: FiinRatings, FiinPro Platform.
Note: Data are calculated from the financial statements of 12 listed companies and 68 unlisted companies in residential real estate sector that have bond issuance activities in 2021,
with total bond issuance value of nearly VND 120 trillion in 9M2021.

 In 9M2021, more than 80% of C-bonds issued by residential real estate firms belong to unlisted ones. These businesses have alarmingly weak financial health, which can be reflected in
the level of financial leverage (Net Debt/EBITDA ratio) as of year-end 2020 at up to 8.1x while those of listed companies are only at 2.5x. We believe that the level of financial leverage
can be higher, when the value of newly issued bonds by unlisted real estate companies in 9M2021 reaches around VND100 trillion, equivalent to 38% of their 2020’s total assets; while
this figure from listed companies only accounts for about 4%.
 We understand that most bonds of unlisted firms are privately issued to banks and securities companies, and most have collateral assets or third-party guarantees. Nevertheless, we
believe that there is a huge divergence in credit quality among issuers. In our opinion, this point is no doubt important for investors, not only professional individuals but also financial
institutional investors to be able to assess associated risks.
 In fact, collateral are useful in creating pressure on businesses to fulfill its financial obligations, while the recovery value is relatively low due to the complexity of collateral handling
procedures. In FiinRatings’ methodology, when we assign credit ratings to issuers or their debt instruments, we only scrutinize collaterals on determining the extent of debt recovery for
entities that are rated in low or speculative grade.
The most trusted Credit Rating Agency in Vietnam
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3.3. Preliminary credit ratings and Implications on interest rates
According to FiinRatings’ preliminary credit rating model, 40% of listed real estate companies have a preliminary ratings at high risk or “speculative”.
 FiinRatings has carried out desktop analysis and assessments on financial status of listed residential real
estate firms in Vietnam to arrive to their preliminary credit ratings. This analysis is based on the financial
information applied to our quantitative analysis model.

Figure 22: FiinRatings’ preliminary credit ratings of listed residential
real estate businesses

– Interest rate at lower than 7% for bonds with ratings of A and above: is accepted by investors usually
for large developers with large land bank in Vietnam, low leverage, and high cash flow from operating
activities & cash buffer for real estate market shocks. The ratings of AA is very close to the highest rating
of AAA (this is considered as government bond rating and currently has a very low yield (at 1.95% for 10year VND tenor). Please refer to meanings of Rating scales of FiinRatings for more details.
– Low interest rate ranging from 7-10% for bonds with ratings of BBB: is usually applied to business
with ratings from BBB, defined as relatively good ability to meet financial obligations but more vulnerability
to adverse economic conditions. Those rating are usually for real estate developers whose land bank is
concentrated in only one or two cities and have utilized large debt. When market movements are not
favorable, especially in the context of the blockade or social distancing caused by COVID-19 pandemic,
slowing down sales, these firms must rely heavily on the ability to financial restructure.

– Interest rate at above 10%/year for bonds with ratings of BB or below: is accepted by investors for
issuers with range of BB or B or below. This level represents the ability to meet financial obligations at
Medium or below and is classified as “speculative”. Currently, out of 52 firms in our rating sample, there
are 21 and 7 enterprises with preliminary ratings at BB, and B or below, respectively.
 It is noted that in order to issue official credit ratings, we need to carry out qualitative analysis, including
interviews with corporate management, financial due diligence and assessments of characteristics in the
business model of each specific enterprise. However, as we mentioned in the previous slide, listed real estate
firms have significantly better credit quality than unlisted entity. Thereby, it is high possibility that the
preliminary ratings for unlisted firms hold substantial lower than those of listed ones. This suggests a greater
level of risk for investors who own bonds or debt instruments of those unlisted entities.

The most trusted Credit Rating Agency in Vietnam

Number of residential property developer

 Based on statistics and credit ratings FiinRatings has performed and made public announcements, the interest
rate that investors are currently asking or willing to invest in:

[AA] and above

[A] category

[BBB] category

[BB] category

[B] and below

Source: FiinRatings
Source: The preliminary credit ratings expressed in the chart are derived from a desktop analysis
based on public information applied to our quantitative analysis model. Herein, the preliminary
ratings are not and should not be represented as a credit ratings and should not be taken as an
indication of a finanl credit rating on any particularly entity. In order to issue a final credit rating, we
need to carry out interactive interview with corporate management, financial due diligence, and
assessments of characteristics in the business model of each specific enterprise
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Section 4:

What lessons from Evergrande?

4.1. What caused Evergrande crisis?
The Evergrande event has caused many concerns for investors about negative effects on the financial markets. Hence, we have conducted a
review of some data to provide implications of credit quality of Vietnam’s real estate businesses.
Figure 23: Average house price to disposable income in Hanoi, HCMC
and some major Chinese cities
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Source: FiinRatings, Numbeo Property Prices Index 2021
Note: Data is calculated as the ratio of the average apartment price divided by average
disposable income of a household, expressed by number of years of income
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 Due to the difference business environment and distinctive characteristics, the comparison of
Vietnam’s real estate industry with China’s and Evergrande might have some dissimilar factors.
Nevertheless, we received many comments from market participants on this matter; thus, in the
scope of this report, we have conducted a review of some key data to provide implications of
credit quality of Vietnam’s real estate firms.

 China’s real estate industry has witnessed an exponentially growth over the past 20 years and
the Chinese government has repeatedly wanted to “cool down”. In our opinion, compared to
China, the real estate market in Vietnam has not yet reached the “hot” stage, reflected by the
following 3 main points:
– The average house price to disposable income in some cities, such as Shenzhen,
Beijing and Shanghai, is very high (more than 30-40 times). Average house prices in
Vietnam (specifically in Hanoi and Ho Chi Minh City) to disposable income are significantly
lower than China, and at the average level compared with other countries in the region
(Thailand, Myanmar, Philippines).
– The level of real estate credit in the economy (including real estate developer loans and
home buyer loans) is quite large, equivalent to 30% of China’s total system debt while in
Vietnam, according to our estimate, this figure is about 19% as of year end of 2020.
– The amount of real estate inventory in China is too large: According to an estimation by
the Southwest University of Economics and Finance, there are up to 65 million vacant
houses (equivalent to 20% of the total housing supply in China’s urban areas) as of June
2021. In China, the inventory turnover is very slow, in which Evergrande clearly reflects this
as the company has always maintained a high turnover of over 3 years before facing
liquidity crunches. In 2020, this ratio reached up to 1,286 days, suggesting it takes the firm
3.3 years to sell its whole inventory. Meanwhile, in Vietnam, the average real estate
inventory turnover is only 6 months (0.5 years).
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4.1. What caused Evergrande crisis? (cont.)
Evergrande Group has utilized a very high level of financial leverage before the Chinese Government apply the “three red lines”
Figure 24: Evergrande’s weakened business performance in last 4 year
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Figure 25: Evergrande’s financial leverage is at a high level in last 4 years
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 With an objective of cooling down the real estate market, the Chinese Government has tightened regulations on real estate lending with the policy of “three red lines”.
Real estate businesses is divided into 4 categories corresponding to 4 levels of financial risk, and based on this classification, new credit lines will be provided. This
causes difficulties for some real estate firms that have utilized high financial leverage and are facing difficulties in business operations such as Evergrande.
 What was the financial position of Evergrande before the crisis?
– Profit margin decreased due to sales discount activities. EBITDA margin decreased from 25.7% in 2017 to only 14.4% in 2020.
– The level of financial leverage is relatively high, shown by the debt coverage ratio (Net Debt/EBITDA) around 7 times, while more than 50% of its debt is short-term
debt (less than 1 year).
– Inventory turnover did not improve. According to our estimate, it takes on average 3 years for Evergrande to sell off its current inventory.

The most trusted Credit Rating Agency in Vietnam
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4.1. What caused Evergrande crisis? (cont.)
Before facing financial distress, Evergrande’s credit rating has been downgraded and maintained at a very low level (B+) since mid-2020.
Figure 26: Evergrande’s bond price and credit rating changes by S&P Global Ratings

Figure 27: Accumulated default rate oof businesses according to credit
ratings of S&P Global Ratings (1981-2020)
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Source : FiinRatings, S&P Global Ratings

 Before Evergrande fell into trouble, S&P Global Ratings confirmed a B+ rating to this group. This is a rating that represents Low capability to meet financial obligations.
According to S&P Global Ratings for the period 1981-2020, businesses with a credit rating of B+ have a default rate of nearly 20% in the next 5 years. Thereby, businesses
or debt instruments with this credit rating are often classified as highly speculative.
 After S&P Global Ratings issued an updated credit rating at CC and a negative outlook on Evergrande’s financial condition, the value of the Group’s bonds has fallen by
about 80-90% in the past 2 months, causing many concerns for investors. The main cause of this situation is believed to be excessive financial leverage, plus changes in the
Chinese government’s policy on the conditions for raising more debt (3 red lines), making it difficult for this company to financial restructure.

The most trusted Credit Rating Agency in Vietnam
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4.2. A comparison on debt repayment capacity to Vietnam’s real estate developer
To help investors understand the financial health of Vietnam’s real estate issuers, we have conducted a comparison with Evergrande before the
entity faces liquidity crunches
 Due to different business environment and specific characteristics, the comparison of
Vietnam’s real estate industry with China’s in general and Evergrande in particular
might have some dissimilar factors. Nevertheless, we received many comments from
market participants on this matter, so in the scope of this report, we have conducted a
review of some key data to provide implications of credit quality of Vietnam’s real
estate firms.
 According to our preliminary assessment, overall, the financial condition of Vietnam’s
listed residential real estate firms stays more positive compared to that of Evergrande
thanks to lower financial gearing, better profitability and inventory turnover ratio.
However, changes in lending policy or unexpected difficulties in sales due to the
impact of the pandemic may cause the financial status of these enterprises to change
in a more negative direction.
Figure 29: Average inventory days of Vietnamese real estate
developers is much lower than that of Evergrande

Figure 28: Debt repayment capacity of Vietnamese real estate developers
compared to Evergrande - Net debt/EBITDA ratio (TTM)
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Figure 30: EBITDA margin of Vietnamese real estate developer is higher
than that of Evergrande
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Source: FiinRatings, FiinPro Platform, S&P Global Ratings
Note: Data are calculated from 55 residential real estate companies in Vietnam, excluding VinGroup, with total debt at VND138 trillion as of June 30, 2021. Net debt = Short-term and long-term debt minus unrestricted cash
and cash equivalent. EBITDA = Gross profit – Selling and administrative expenses + Depreciation. Inventories include the value of real estate available for sale and the value of real estate under construction. Average days
of inventory = 360 days x Average inventory for the period / Cost of goods sold for the period
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4.2. A comparison on debt repayment capacity to Vietnam’s real estate developer
The Chinese Government’s regulations on “3 red lines” are stringent and if those policies are applied to Vietnam, it is difficult for real estate
companies to satisfy all of 3 criteria.
Figure 31: What if China’s “three red lines” is applied to listed real estate firms in
Vietnam?

Figure 32: The majority of companies violates the third criterion of cash ratio
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 Evergrande event led to some doubts about the negative effects on the Financial market
in general and the real estate market in Vietnam in particular. We made a comparison on
the financial status of Vietnam’s real estate developers with the “3 red lines” trial in China
and found 77.2% of these companies violated one of three criteria.

 We assess that the third criterion (Cash/Short-term debt > 1) is very difficult to
achieve, especially in capital-intensive industries like real estate. Hence, the criteria
of the “3 red lines” in China should be considered as a reference to evaluate the
financial situation of real estate players.

 However, we also believe that these criteria are stringent, and to some extent, impractical
(e.g: Cash/Short-term debt ratio >1x). In fact, real estate businesses, even in more
developed countries, find it difficult to satisfy all three above conditions.

 In order to evaluate the financial risk profile, we pay more attention to the debt
repayment of Vietnamese real estate developers, hence we have made
comparisons on the debt solvency between Vietnamese real estate firms with
Evergrande.

The most trusted Credit Rating Agency in Vietnam
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4.3. What can we learn for Vietnam?
For banks and institutional investors
 Credit quality of unlisted issuers is very weak: Real estate credit in Vietnam is not as
"hot" as China, but as we have pointed out, the credit quality of some real estate bond
issuers Vietnam is also very weak while commercial banks and securities companies are the
main buyers of these bonds. Although the real estate industry in China generally and
Evergrande in specific have their own unique characteristic regarding the inventory turnover
level or housing price level in relation to people's disposable income, what we want to pay
special attention to in Vietnamese market is the quality of housing, especially of unlisted
issuers, which have a much weaker financial capacity than listed companies and even
weaker than Evergrande. Our analysis shows that many of the issuers are project
companies, and we understand that most issues are backed by collateral or are supervised
by a correspondent bank. However, it has been proven that collateral processing can take a
very long time and returns may not be what we expect.
 Bond accounts for approximately 46% of the total debt of real estate developers and
therefore the credit quality of those bond also affects the banking system. The size of
corporate bond market has become quite large, accounting for about 12% of bank credit
outstanding and about 15% of GDP. Although if the bank bond is excluded, the outstanding
bond value only equivalent to 7.8% GDP. While bank credit is strictly controlled with specific
regulations, the risk of corporate bonds in our opinion is much larger. In fact, in the global
capital markets, the default rate within 5 years is at 15% for issuers with speculative ratings
(below BBB).
 Promoting the role of the corporate bond channel in the context of the temporary
impact of COVID-19 on businesses' cash flow and the current low interest rate
environment, corporate bonds are an effective channel for banks and institutional investors
to help restructure and refinance real estate credit. As history has shown, banking and real
estate have a substantial degree of interdependence. Therefore, in our opinion, this is the
appropriate time for banks and institutional investors need to carefully review and evaluate
the real estate cycle and initiate supportive and restructuring measures depending on the
characteristics of each lending segment, each developer and each project. For new credits,
we believe that financial institutions should be careful in choosing real estate projects and
investors to suit their risk appetite.
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For retail investors
 Selection of bonds for investment: there are hundreds of bond products offered in the market,
yet there is not much information on bond quality assessment. Bond usually has a long-term
investment horizon of 3 to 5 years; therefore, high interest rates should be weighted with issuer
quality. Also, the terms and conditions to ensure benefits and minimize the default risk are
something investors should pay attention to.
 Balancing return and risk: high interest rates usually come with high risk. Recently, we observed
that some real estate businesses with low credit capacity have raised the interest rates to attract
individual investors. Corporate bonds are an attractive investment channel with an average interest
rate of 10.2% compared to the deposit interest rate of only about 4%. However, in our opinion, the
credit quality of some issuers - especially unlisted ones - is very weak. Investment in bonds usually
has a long term of 3 to 5 years and therefore, not only should investor choose a bond with a high
interest rate, but factors such as issuer quality and conditions and terms are important factors that
investors need to keep in mind.
 Default risk on principal and interest amount is borne by investor: As an investor in secondary
market, whether defined as a professional or a retail one, the risk is essentially belongs to the
bondholder, not to the underwriters or distributors because:
– there is almost no obligation for the distributor to commit that the interest and principal will be
paid in full;
– terms and conditions of repurchase agreement need to be carefully discussed and evaluated;
– the fact that distributors mention that they commit to “guarantee" does not mean that they
commit to investors, but it is a commitment to real estate investors - who are their customers.
– collaterals do not make much difference to secondary investors. If the investors rely too much
on collateral, we believe that it will take a long time for investors to get the expected profit, and
the attractiveness of this investment channel will decrease significantly.
 Professional bond fund is an option for individual investors to minimize risk as these funds often
have clear mandate, constraints, operating rules, and supervision, and are usually managed by
experienced experts.
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4.3. What can we learn for Vietnam?
For real estate developers
 Low interest rate environment and capital strategy: In our opinion, the current
interest rate level is a favorable condition to consider promoting the corporate bond
mobilization channel, the banking industry has been taking measures to control real
estate credit and shift to short and medium-term lending.
 Determine or optimize the cost of capital: the average corporate bond interest rate
of real estate investors is currently 11% for domestic bonds in VND. This interest rate
might be suitable for issuers with Non-investment credit rating (BB or below) and
project companies that do not have a good track record despite having collateral.
Based on our experience with institutional investors as well as the published issues, the
interest rate may be lower if the business has a credit rating of A or higher. Hence, our
preliminary rating shows that many businesses with better credit scores are
experiencing similar interest rate compared to other businesses with much weaker
financial health. Additionally, many businesses are mobilizing bonds or debt
instruments in the international market with interest rates of about 7-9% (including fees)
in USD with an average tenor of 3 years. In our opinion, this is a fairly high cost of
capital even though Vietnam's current exchange rate risk is low. In fact, international
investors consider these bonds to be "junk bonds", mainly because Vietnam's national
credit ceiling is only at BB in the international rating scale. .
 Improving the credit profile in the capital market: In order to optimize the cost of
capital, we believe that proactively informing and improving the credit profile in the
capital market is the key factor. Besides choosing reputable consultants, current
regulations only require an independent credit rating with several conditions after
January 1, 2023, proactively determining a credit score will be a prerequisite to support
the long-term strategy for business development.
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Recommendation to the regulators
 There are risks for the C-bond market, especially for retail and public investors. On one
hand, 47% of the issued bond in 1H2021 was purchased by institutional investors including
banks and investment funds. On the other hand, in our opinion, the risk mainly comes from the
direct participation of individual investors and subsequent distribution activities of securities
companies and some banks. We believe that institutional investors have the capacity and related
constraints to manage risk with the priced-in interest rates. In our opinion, the participation of
non-specialist individual investors in this market is a factor that needs stronger warnings from
market members. In addition, the development of guidelines or credit assessment manuals when
investing in corporate bonds is also an activity that should be considered to assist individual
investors in understanding the risks and returns of this investment channels.
 Should real estate credit be tightened or not? As we have pointed out in this report, the credit
quality and financial health of Vietnam's real estate industry is not as hot period like in China,
regarding the degree of credit and leverage for developers, homebuyers, the inventory turnover
as well as the distinctive characteristics of Vietnam. Nevertheless, the majority of corporate bond
issued is from unlisted business with limited information to assist investors in risk identification.
Thus, strengthening the supervision of the issuance activities of unlisted companies is important
for the healthy development of the market and protecting the interests of investors.
 Promoting policy communication and make caution to individual investors, especially
retail investors. The above issue becomes even more important when the "popularity" of the
corporate bond market has grown substantially. As we have pointed out, buyers in primary
market are institutional investors including securities companies and banks, but then they
distribute most of the bond to the secondary market; hence the risk is transferred and dispersed.
to individual investors. As far as we know, the Ministry of Finance is making efforts to promote
policy communication and make caution to investors; at the same time, reviewing and amending
regulations on certification of professional investors as well as encouraging market members in
developing a credit assessment manual when investing in corporate bonds.
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Section 5:

Appendix

Appendix 1: Corporate Bond Issued Value
Figure 33: Outstanding balance of total Vietnamese corporate bonds
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Figure 34: Vietnam C-bond market size compared to regional
countries at 30-Sept-2021
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The size of the corporate bond market has become quite large, equivalent to 15.1% of GDP
and 10.3% of credit balance of the whole system at the end of 2020. This indicates that
bonds along with the traditional credit channel and the equity channel has played an
important role in mobilizing capital for the development of Vietnamese enterprises.
With compounded annual growth at 13.7% over the past 5 years, corporate bond has
contributed to a healthier and better development of the banking system, as well as helping
to solve the problem of using short-term capital for medium and long-term loans that have
existed in the Vietnamese banking system for many years despite the difficulties of the
COVID-19 pandemic. In fact, the structure of medium and long-term loans in the total credit
balance of the banking system has decreased significantly, from 50.3% of total outstanding
loans in 2015 to 48.1% by the end of 2020.
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In relation to the size of the economy, Vietnam's corporate bonds are still relatively small
compared to other countries in the region, although they have surpassed the Philippines (7.4%)
and Indonesia (2.7%), but still much lower than Thailand (24.3%), Singapore (38.4%), or
Malaysia (55.4%). Compared to 2020, the position of corporate bond size compared to GDP of
each country in the region has not changed, showing the low level of corporate bond growth this
year. The main reason is because the COVID-19 pandemic and policies affect supply and
demand in the market.
In fact, although the outstanding value of corporate bonds in Vietnam is equivalent to 13.9% of
GDP, Vietnam's corporate bond market is still at an early stage of development when the
market is still developing. Centralized secondary market has been underdeveloped and
conditions are being made stricter for bond investors. The main participants in bond investment
are banks with the purpose of raising Tier II capital to ensure a safe capital ratio, and securities
companies to invest and redistribute bonds to the secondary market. Besides, most bonds are
issued in the form of private placement with the proportion of 97% of the total issued value in
9M2021, which promotes the demand for transparency in the bond market.
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Appendix 2: Top 20 bond issuer in 9M2021
No.

Company

Industry

Bond issued value

Avg. interest rate
VND bil

Avg. tenor

%/year

year

1

Asia Commercial Joint Stock Bank

Bank

23,000

3.73%

3.0

2

Joint Stock Commercial Bank for Investment and Development of Vietnam

Bank

15,547

6.34%

7.7

3

Vietnam Prosperity Commercial Joint Stock Bank

Bank

14,400

4.00%

3.1

4

Tien Phong Commercial Joint Stock Bank

Bank

13,100

3.48%

3.0

5

LienViet Post Commercial Joint Stock Bank

Bank

11,150

3.82%

2.4

6

Orient Commercial Joint Stock Bank

Bank

9,000

3.38%

2.8

7

Hung Thing Land JSC

Real Estate

7,950

10.54%

2.3

8

Mediterranean Revival Villas Co. Ltd

Real Estate

7,200

8.00%

1.0

9

Ho Chi Minh City Development Joint Stock Commercial Bank

Bank

7,100

5.13%

4.2

10

An Binh Commercial Joint Stock Bank

Bank

7,000

3.78%

2.8

11

Vingroup JSC

Real Estate

6,976

9.10%

3.0

12

Osaka Garden JSC

Real Estate

6,800

13.28%

1.5

13

Vietnam International Commercial Joint Stock Bank

Bank

6,000

4.49%

3.2

14

GoldenHill Investment JSC

Real Estate

5,760

9.70%

3.0

15

Sai Gon – Hanoi Commercial Joint Stock Bank

Bank

5,450

3.95%

2.0

16

Tan Thanh - Long An Investment JSC

Real Estate

5,000

10.00%

5.0

17

Hung Thinh Quy Nhon JSC

Real Estate

5,000

10.61%

2.7

18

Maritime Commercial Joint Stock Bank

Bank

5,000

3.94%

2.8

19

Vietnam Construction and Import-Export JSC

Real Estate

4,700

9.56%

3.9

20

Hoang Phu Vuong JSC

Real Estate

4,670

12.90%

4.0

Total

159,048

% bond issued value in 9M2021

49.6%

Source: FiinRatings, FiinPro Platform
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Appendix 3: Top 20 largest bondholding bank at 30/6/2021
Bonds of credit institutions
(VND bn)

Bonds of other corporate (VND bn)

Total bond outstanding held
(VND bn)

Joint Stock Commercial Bank for Foreign Trade of Vietnam

71,660

6,675

78,335

2

Vietnam Joint Stock Commercial Bank of Industry and Trade

65,395

7,999

73,394

3

Military Commercial Joint Stock Bank

38,104

29,452

67,555

4

Vietnam Technological and Commercial Joint Stock Bank

14,850

51,716

66,566

5

Joint Stock Commercial Bank for Investment and Development of
Vietnam

33,772

15,973

49,745

6

Ho Chi Minh city Development Joint Stock Commercial Bank

29,397

7,322

36,719

7

Vietnam Prosperity Commercial Joint Stock Bank

8,749

26,255

35,003

8

Vietnam International Commercial Joint Stock Bank

32,300

2,297

34,597

9

TienPhong Commercial Joint Stock Bank

10,774

11,627

22,401

10

Southeast Asia Commercial Joint Stock Bank

8,246

10,904

19,150

11

Maritime Commercial Joint Stock Bank

15,107

2,049

17,157

12

Orient Commercial Joint Stock Bank

14,146

62

14,208

13

An Binh Commercial Joint Stock Bank

5,615

6,796

12,410

14

Vietnam Thuong Tin Commercial Joint Stock Bank

6,634

4,480

11,114

15

LienViet Commercial Joint Stock Bank

10,078

94

10,172

16

BAC A Commercial Joint Stock Bank

7,353

-

7,353

17

Saigon-Hanoi Commercial Joint Stock Ban

2,268

5,027

7,295

18

Vietnam Export Import Commercial Joint Stock

6,002

775

6,777

19

National Citizen bank

127

5,867

5,994

20

Asia Commercial Joint Stock Bank

3,919

-

3,919

393,005

196,762

589,767

37.5%

18.8%

56.3%

No.

Bank

1

Sum of 28 commercial bank
%/C-bond outstanding at 30/6/2021
Source: FiinRatings, FiinPro Platform
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About FiinRatings

FiinGroup at a glance / Business Portfolio
FiinGroup provides financial data, business information, industry research, credit rating and other data-driven analytics
services via Platform as a Service (PaaS), annual package and on-call services.

▪ Business Credit Report

▪ FiinPro Platform
▪ FiinTrade Platform
▪ API Datafeed

▪ Industry Report
▪ Customized Research

Financial
Information

Business
Information

Market
Research

Credit
Ratings

▪ FiinConnex Platform
▪ FiinGate Platform
▪ Data Analysis Service

▪ Issuer Credit Ratings
▪ Issue Credit Ratings

▪ Commercial Due Diligence

▪ Credit Assessment

▪ Market Entry Advisory

▪ Independent Credit Evaluation

The most trusted Credit Rating Agency in Vietnam
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Overview / License from Ministry of Finance
As a brand and part of FiinGroup, FiinRatings is the second licensed CRA in Vietnam.

•

•

•

Licensed by the Ministry of Finance, FiinRatings operates as a Credit Rating Agency (“CRA”) for Vietnam. The license was awarded on 20 March
2020 to FiinGroup under the Decree 88/2014/ND-CP dated 26 September 2014 governing Credit Rating Agency services.

Main services offered by FiinRatings:
• Issuer Credit Ratings
• Issue Credit Ratings
• Credit Assessment
• Independent Credit Evaluation
In May 2021, FiinRatings entered into an agreement with
S&P Global Ratings and Asian Development Bank (ADB)
to receive Technical Assistance in various aspects of CRA
practice and development, including analytics, compliance
best-practice and commercial elements.

The most trusted Credit Rating Agency in Vietnam
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Overview / Credit Rating Services
Issuer Credit Rating

Issue Credit Rating

FiinRatings offers an independent opinion of your organization's overall
creditworthiness: FiinRatings’ Issuer Credit Rating provides your credit
credential - an independent opinion of your organization's overall creditworthiness
and financial strength. It can be used as an information tool for capital markets
participants and your organization's counterparties-banks, clients, suppliers, jointventure partners, brokers, government agencies-even landlords.

We provide a forward-looking opinion of an obligor’s creditworthiness:
A Bond Credit Rating takes into consideration the creditworthiness of guarantors, insurers, or
other forms of credit enhancement on the obligation. The opinion reflects our view of the
obligor's capacity and willingness to meet its financial commitments as they come due, and
may assess terms, such as collateral security and subordination, which could affect ultimate
payment in the event of default.

Credit Assessment

The Bond Credit Ratings can be either long-term or short-term:
Short-term ratings are generally assigned to those obligations considered short-term which
means obligations with an original maturity of no more than 365 days-including commercial
paper. Short-term ratings are also used to indicate the creditworthiness of an obligor with
respect to put features on long-term obligations. Medium-term notes are assigned long-term
ratings.

Leveraging on our corporate database for all registered enterprises in Vietnam
and our industry benchmarks, we offer credit assessment service for both report
orders or customised assignment to support your credit decisioning.

Independent Credit Evaluation
We have conducted various independent credit evaluation for financing
decisions by our clients in various sectors including consumer finance, cement,
retail, and education. Our credit analysts and risk experts can also deliver
various related services such as Credit Evaluation and trainings to corporates,
investors or creditors on relevant topics.
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Rating Methodology/ Issuer Rating
The FiinRatings methodology is developed based on more than 13 years of experience in the financial information industry with
technical support from S&P Global Ratings and ADB, and was advised by the Ministry of Finance.
Starting Factors
Business
Financial Risk
Risk Position
Position

Preliminary
Credit
Rating

Modifier Factors
Business
Position

Capital Structure
Liquidity

Financial
Controls &
Management

AAA
Excellent

Very Low

AA+

AAA
Excellent

Excellent

Excellent

Positive

AA
Strong

Low

AAA+

Strong

Strong

Moderate

ABBB+

Moderate

Some-what
high
High

Very High

Adequate

Neutral

AAA
AA+

AA

AA
Positive

AA-

A+

A+

A

A

A-

A-

BBB+

Neutral

BBB+

BBB

BBB

BBB-

BBB-

BBB-

BB+

BB+

Weak

Weak

Moderate

BB
BB-

Very Weak

Moderate

Impact from
Govern-ment,
Corp.

Issuer
Credit
Rating

BBB

BB+
Weak

Moderate

External
Factors

AA+
AA-

Strong

A
Adequate

Standalone
Credit
Rating

B+,B,B-

Negative

Very Weak

CCC

Very Weak

Weak

BB
BB-

Negative

B+,B,BCCC

BB
BBB+,B,BCCC

Source: FiinRatings
Note: Preliminary Credit Rating: identify the business and industry risks faced by the company; Standalone Credit Rating: credit rating does not take into account external factors;
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Value of a Local Credit Rating to Issuers
As a domestic rating agency, FiinRatings can support the issuers with the following points:

1

2

3

Optimizing the cost of domestic fund-raising by
ranking distinctively and allocating credit profile. The
investors have more comprehensive clues to
distinguish the risk and interest pricing among financial
institutions or between financial institutions and
government bonds.

Not being influenced by sovereign credit rating
ceiling (BB/Ba3) by international organizations when
performing domestic ratings.

Complying or voluntarily comply with regulations of
state agencies (including the State Bank and the
Ministry of Finance/State Securities Commission) on
securities issuance (especially public offering bonds
and CDs).

The most trusted Credit Rating Agency in Vietnam
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Impact on the market: Rating results, opinions and related
analyzes are widely used in the investment community in
Vietnam and by foreign investors through publication and
transmission directly by FiinRatings, the issuers as well as
the mass media.

5

Access to the investor network with standardized and timely
information to most major domestic and foreign investment
institutions. Rating results are announced on our information
subscription systems including more than 200 investment
institutions and more than 20,000 professional investors.

6

In-depth and independent analytical information through
credit rating experience, thus, assisting business leaders in
strategic positioning, competitive analysis and optimal
capital strategy building.

36

Value for Issuers / Showcase of rated issuers
We have conducted credit rating and public announcement for some of the first large enterprises in Vietnam. Our customers appreciate
the quality and value of social services.

BBB-/ Stable

BB/ Positive

BBB-/ Stable

Issuer Credit Rating
19/05/2021

Issuer Credit Rating
16/08/2021

Issuer Credit Rating
12/10/2021

 Public Announcement: (more details)
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 Public Announcement : (more details)

 Public Announcement : (more details)
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Rating scale of FiinRatings
The rating scale of FiinRatings and respective credit risk:
Definition

Credit Rating

Extremely strong capacity to meet financial
obligation

AAA

Description
Highest Grade Credit

Capacity to meet financial
obligation

Credit risk

Highest

Lowest

High

Very low

Very strong capacity to meet financial obligation

AA

Very High-Grade
Credit

Strong capacity to meet financial obligations but
somewhat susceptible to adverse economic
conditions and changes in circumstances

A

High Grade Credit

BBB

Good Credit Grade

Adequate

Low

BB

Speculative Grade

Moderate

Moderate

Moderate capacity to meet financial
commitments but more vulnerable to adverse
developments and economic conditions
Low capability to meet financial obligations but
speculative elements
Weak capacity to meet financial obligations.
Sensitive to business, financial and economic
conditions. High risk.
Very weak capability or very likely to get into
default. Very sensitive to business, financial and
economic conditions. Substantial risk.
No capacity to meet financial obligation (default),
in the process or has filed for bankruptcy

B

Very Speculative
Grade

CCC
CC
C

Substantial Risk

D
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Default

Substantial default risk

High default risk

Very high default risk
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Credit Rating Professional Team
The Credit Rating professional team includes FiinRatings’ staff and international experts and with technical support from S&P Global Ratings and ADB.

Technical support partners

Key personnel

Paul Coughlin
Advisor and Rating Committee Member
Mr Coughlin spent 26 years with S&P Global
Ratings working in all analytical segments of the
business and was based in Australia, then Hong
Kong followed by Singapore. Since 2015, he was
globally responsible for all credit rating activities of
S&P Global Ratings.

Nguyen Minh Tu (MSc)
Director,
Credit Rating Services
Mr. Tu was Head of Analyst Team at Investment
Banking of TPBank and previously a Senior
Auditor of KPMG Vietnam. He has had
extensive experience in independent credit
appraisal and market research projects for
FiinGroup’s clients for many years and has
managed a team of more than 30 risk analysts
for commercial credit.
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Prachi Gupta, MMS
Credit Rating Services, Financial Institution
Ms. Prachi Gupta is a Credit Research and Credit
Ratings Professional with an overall experience of
10 years at India’s leading ratings agency, CRISIL
Ltd (a subsidiary of American company, S&P
Global). Ms. Prachi is now engaged with
FiinRatings as an advisor and offers support to
analytical team on the entire rating process.

Le Hong Khang
Manager,
Credit Rating Services
Mr. Khang has over 10 years working in
Finance and Banking. He spent 3 years
working as Senior Auditor at KPMG Vietnam
and 3 years as Finance Manager at
Investment Department of TPBank. Before
joining FiinRatings, he worked as Finance
Manager at Toong .

Le Xuan Dong, CFA
Rating Committee Member
Managing Research and Consulting division.
Previously, he was Senior Investment Manager
at BIDV-Vietnam Partners Investment
Management with AUM $100m and before that
an Audit Manager at Deloitte Vietnam.

Nguyen Nhat Hoang, CFA
Assistant Manager,
Credit Rating Services, Corporate
Mr. Hoang has spent over 7 years of
experience in equity analysis, financial
analysis and auditing. Before joining credit
rating career, he was a Senior Equity
Analyst at FPT Securities for 5 years Hoang
graduated from RMIT in 2014 and then had
2 years as an Auditor at KPMG. He has
completed Chartered Financial Analyst
program (US) and become CFA
Charterholder since 2018.
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Disclaimer and Copyright


This report was prepared by FiinGroup Joint Stock Company for reference only. This report does not recommend buying, selling or holding any stock or any
particular transaction.



The information contained in this report, including FiinGroup's data, charts, tables, analysis and judgments, is used for reference only at your own risk.
FiinGroup will not be responsible for any loss or consequences that may result from the use of the information in this report.



This report is subject to change without prior notice. The content and opinions in this report may be changed or outdated depending on the actual situation and
the additional information we have. FiinGroup will not be responsible for updating, modifying and adding content according to those changes.



All information in this report is compiled and processed based on public information and other sources obtained by FiinGroup, we have not had procedures to
perform independent verification of the accuracy, completeness or suitability for use and we make no commitments about the accuracy of such information.



FiinGroup Joint Stock Company has copyright ownership of this report and all content in the report. This report is protected under the provisions of the law on
copyright in Vietnam and other countries under the treaty between Vietnam and other countries.



None of the content including data, charts, tables, models, and judgments contained herein may be reproduced, duplicated, modified, commercialized, or
published in whole or in part, in any way without the consent of FiinGroup.



FiinGroup is a company specializing in financial information services and credit ratings under license No. 02/GXN-XHTN of the Ministry of Finance of Vietnam
dated March 30, 2020. Accordingly, FiinGroup does not participate and is not allowed to participate in securities brokerage and advisory activities, banking
services and auditing services. We maintain a system of controls to ensure all directors, managers and employees comply with these regulations and avoid
conflicts of interest to ensure absolute independence in our activities.
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Nguyen Minh Tu

Ba Thu Hue

Director
Credit Rating Services

Client Advisor
Credit Rating Services

Tel: +84 938 613 887
Email: tu.nguyen@fiingroup.vn

Tel: +84 971 390 935
Email: hue.ba@fiingroup.vn

