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Preface

Dear valued clients and partners:
Fiin Ratings, the credit rating services of FiinGroup, is pleased to
present Rating Insight #1 | Q1-2021: Vietnam’s Bond Market
Outlook 2021.
Bond has become an attractive and growing funding source for
Vietnamese corporates besides bank credit or equity market.
As an investment choice in a portfolio, corporate bonds have not
only drawn attention from financial institutions such as banks,
insurers, 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 requirement of credit ratings has been stipulated,
specifically on corporates bond issuance via public offerings. This
is expected to support the development of the bond market
infrastructures.

The Most Trusted Credit Rating Agency in Vietnam

Fiin Ratings, 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 regularly 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

3

Executive Summary
Strong growth in the primary market in 2020:
 Despite the slowdown in issuing activities in the last quarter of 2020
resulted from Decree 83/2020 tightening private placement, corporate
bond issuance was still active with a total issue value of VND429.5
billion, posting a 28.3% growth compared to 2019.
 At the end of 2020, the outstanding balance of the corporate bond
market reached VND950.3 trillion, equivalent to 15.1% of GDP and
10.3% of banking credit.
 Real estate developers are the largest bond issuers with a total issued
value of VND162 trillion, a 100.1% growth compared to 2019. Besides
banks and other financial institutions, the energy sector’s bond has
been more attractive thanks to supportive government policies. The
value of bonds issued by energy firms reached VND33.8 trillion, 193.1
percent higher than that of 2019.
 The preference for bond issuance in 2020 is private offering to
institutional investors, specifically to commercial banks which suggests
a mechanism for banks to restructure their loan book. However, we
believe that this is an attempt of businesses to diversify their funding
sources, adapting to deteriorating operating cash flows and worsened
economic conditions caused by the COVID-19.
The secondary market is still under development:
 The secondary market for corporate bonds is made up of three main
channels: (i) listed bonds in HSX, (ii) trading platforms offered by
institutions (banks and securities companies), and (iii) direct OTC
transactions.
 Specifically, for HSX-listed corporate bonds, total bond outstanding
value increased from VND14.2 trillion (2017) to VND 26.4 trillion
(2020), equivalent to a 27% CAGR. However, compared to the total
market size, the figure is relatively insignificant as it accounted for only
2.67% of the total value of bonds issued. Liquidity remained modest
with a daily average of VND131.3 billion (2020), a 22.9 percent decline
from 2019.
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 Besides the ambiguity and illiquidity resulted from the absence of a
centralized trading system, lower yields on fixed-income instruments also
post an issue on pricing and valuation of issued bonds. We calculated that
yields on a sample in OTC market are 2-3% lower than their coupon rates,
suggesting fees charged by financial intermediaries for underwriting,
guaranteeing, and distributing corporate bonds, raising concerns on
investors' interests. Since the hard and soft infrastructure of the bond
market has not been synchronously developed, the yield difference
represents the profits and risks of the intermediaries related to consulting,
underwriting, and distributing bonds.
 We also believe that when enterprises choose public offering in a
concentrated market, the issue on yield difference will be gradually
removed. Bond investors would be able to evaluate and receive interest
actually paid by the issuer or trade at the actual yield determined by the
secondary market.
Regulatory changes and their implications:
 Three legal documents, Decree 153/2020, Circular 122/2020 and Decree
155/2020 will take effect in 2021. We believe that:
‒ New regulations will likely push down the demand for privately offered
corporate bonds as they raise the eligibility of bond investors but
loosens requirements for bond issuers in private offerings.
‒ We expect private offerings to be less active in 2021 compared to 2020.
Businesses would gradually switch to public offerings with more
standardized regulations, especially in the low interest rates
environment, despite higher transaction and compliance costs.
‒ State Bank of Vietnam is drafting a Circular to reduce banks’ exposure in
corporate bonds. Outstanding balance of corporate bonds held by banks
accounted for 7.12 percent of total credits, as of September 30, 2020.
This will have impact on the demand of C-bond in the time being.
 Further details on regulatory changes are highlighted in Section 4 of the
report.
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Executive Summary (continued)
Prospect for the corporate bond market in 2021:

Two main concerns for bond investors:

In the long run, we expect the corporate bond market to experience
strong growth. However, for the fiscal year 2021, the market size is
predicted to be smaller than 2020 with fewer private placements and
increasing public offering activities. We examine the demand and
supply of the corporate bond market:

 Firstly, our findings show that issuers’ financial health in 2020 appears to be
weakened, especially that of non-public issuers which calls for more
frequent monitoring and assessment of the risk of bonds of these issuers.
This is impacted by the COVID-19 and the specific features of the real estate
business. However, we note that since the main investors taking part in the
primary market of private offerings are banks, repurchase agreements and
collateralizability of these instruments may help reduce the risk bear by
bondholders.

 On the supply side, the demand for long-term financing is fueling
the development of the corporate bond market. The two main
drivers are:
‒ Firstly, the capability of the banking system is insufficient to
meet the needs for medium-to-long-term funding as shown in
Section 4. Moreover, the State Bank of Vietnam encourages
raising such funds from other channels like corporate bond
market and equity market.
‒ Secondly, our data points out that due to COVID-19,
businesses of several sectors witnesses deteriorating
operating cash flows. As such, financial restructuring for
longer-term funds is necessary, especially to businesses with
no assets for collaterals and ineligible to be restructured or
granted credits by banks.
 On the demand side, in an historically low interest rate
environment, which is expected to remain for the next few years,
investors’ demand for higher-yielding instruments rises. Yet new
regulations could greatly lessen the absorbability of privately
offered corporate bonds.
 Based on these above reasons, we believe that the corporate
bond market will continue thriving in 2021 yet will not surpass the
peak achieved in 2020. Public offerings, which accounted for only
6.5 percent of the total issued value in 2020, will play a more
significant role in the overall corporate bond market.
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 Secondly, our preliminary scoring model (solely based on financial data)
shows a significant divergence in issuers’ financial profiles. In our view,
without considering specific commitment between issuers and underwriters,
bonds issued by firms with weaker financial profiles offer nearly equal
coupon rates as bonds of financially stronger firms. In other words, in
comparison to bonds of financially strong issuers, investors seem to be not
compensated for holding bonds of those with weaker credit quality.
Two main implications on corporate financing strategy:
 Firstly, with the impacts of new regulatory changes, we deem that private
placement will go through a period of implementation, making it less of an
attractive funding source. As such, issuing bonds via public offerings
become a sensible alternative to raise funds from the public, especially in
this low-interest-rate environment that retail investors are receiving 4-5%
interest rates on their 12-month deposits.
 Secondly, while a publicly-oriented funding strategy raises the cost of
transaction and compliance as well as forces companies to be more
transparent, it also conveys a commitment to building up a strong credit
profile in the debt market and the capital market as a whole. Our preliminary
scoring model reveals that issuers with strong financial profile accepted the
costs of funds that are on par with those of weaker profile in the same
sector. Therefore, finding a suitable fundraising channel, as well as actively
promoting transparency can help businesses get more favorable cost of
fund.
5

Section 1
The Primary Market
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Market size reached 10.3% of the country’s credit outstanding at the end of 2020

1.1. Market Sizing

The corporate bond market has grown robustly and been becoming an important medium and long-term funding source
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Figure 2: Vietnam C-bond market size compared to regional countries in 2020
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 The corporate bond market size has become considerably large, equivalent to
15.1% of GDP and accounting for 10.3% of total credit outstanding as of the
end of 2020. The bond market, along with traditional credit sources and the
stock market, plays a central role in financing the development of companies
in Vietnam.
 With an average credit growth rate of 13.7% in the last five years, the bond
market not only helps strengthen the banking system, especially amid COVID19 but also assists in resolving the issue of lending medium and long-term
using short-term funds, which has been a daunting problem for years. As a
matter of fact, the proportion of medium-to-long-term loans to total credits has
declined from 50.3% (2015) to 48.1% (2020).
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 In comparison to other Southeast Asian countries, the size of the bond market
in Vietnam, relative to GDP, has exceeded that of the Philippines (8.9%) and
Indonesia (2.8%), yet still significantly lower than Thailand’s (22.7%) and
Malaysia (54.3%).
 Despite its considerable size, the bond market in Vietnam is still at an early
stage as most of the investors are banks. In more developed economies, the
bond market attracts a diverse group of participants, including insurance
companies, bond funds, and pension funds. However, in Vietnam, the
participation of these institutional investors is rather limited.

 The turnover rate of the Vietnamese corporate bond market, measured by
trading value in the secondary market to total outstanding bond value, is 0.08,
significantly lower in comparison to other countries in the region of 0.20.
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Private placement remained dominant with 93.5% of total issued value

1.2. Market activities

C-bonds are mainly issued by real estate firms via private placements
Figure 4: Value of C-bond issued in last 5 years
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 The bond issue in 2020 peaked at VND 429.5 trillion, marking a 28.3%
growth YoY. Given the total credit growth rate of only 12.1% in 2020, the
bond market certainly helps fulfill the need for funds of businesses in the
context of COVID-19.

 In 2020, real estate developers are the largest issuers with a total value of the
bond issue of VND162 trillion, an increase of 100.1 percent from 2019. Notable
names include Sovico Holdings, TNR, Vinhomes, and Novaland (accounting for
11% of the total value of bonds issued in 2020).

 The 2020 bond issue accounted for around 4.7% of total credits. Several
businesses started issuing bonds for long-term financing as well as for
more immediate needs of cash flows to response to COVID-19.

 Besides banks and other financial institutions, the energy sector also gained
attention with government support on renewable energy projects. VND 33.8
trillion of bonds was raised in 2020, marking a 193.1% growth YoY in this sector.
 Details on top bond issuers are highlighted in Appendix 1 in this report.

The Most Trusted Credit Rating Agency in Vietnam
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Corporate bond is taking a more important role in corporate sources of financing

1.2. Market activities

The proceeds from C-bonds of listed companies have exceeded the fund raised from the stock market
Figure 6: Funding sources of listed companies
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 In 2020, bond issues by public enterprises retained their growth momentum,
reaching VND173 trillion (+26.8 percent YoY). This is due to:
‒ Volatility in the stock market remains at a high level since the pandemic
is not fully under control. Proceeds from IPO and share issuance
declined dramatically compared to 2019 (-78.6% YoY); and
‒ Central bank policies to reduce term mismatches between lending and
funding of banks, as well as the tightening credit to the real estate
sector. Specifically, according to Circular 08/2020, the limit on using
short-term funds to grant medium-to-long-term loans is capped at 40
percent until September 30, 2021, before lowering to 30 percent in
2021. Circular 22/2019 raises the risk coefficient of real estate loans
from 150 percent to 200 percent.
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‒ Additionally, according to Circular 08/2020 of the State Bank of Vietnam, the
maximum ratio of short-term capital for medium and long-term loans will
decrease from 45% to 40% by 30-Sept-2021 and continue to decrease
accordingly to 30% as of 1-Oct-2023. Therefore, bond is becoming an
important source of medium and long-term funding, gradually replacing the
traditional credit channel.
 As of 30-Sept-2021, the outstanding balances of corporate bonds issued by
home developers accounted for 62 percent of their total long-term debts and 45
percent of their total liabilities.
 We expect that the corporate bond market will keep its role in 2021 given tighter
lending requirements from banks, deteriorated financial health of corporate
issuers, and the slow recovery of the real estate sector from the peak achieved in
the 2017-2019 period.
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Banks remain to be the main buyers and holders of corporate bonds

1.3. Investors’ profile

With COVID-19 negatively affecting lending activities, banks are the most active participants of the corporate bond market
Figure 8: Banks are largest owner of C-bonds

Figure 9: Individual investor is becoming more active in 2020
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 We compare the value of outstanding corporate bonds and the value of
corporate bond held by banks and securities firms and found that although
there is a downward trend in corporate bond holdings, banks are still the
major investors of corporate bonds. As of the end of Q3/2020, banks held
71.5% of total outstanding C-bonds.

 Individual investors are more active in the corporate bond market as interest
rates offered by banks declined significantly. For the first seven months of
2020, individual investors took up 13 percent value of corporate bonds offered
in the primary market, double that of 2019. However, given the changes in
disclosure requirements, the figure for the whole of 2020 cannot be obtained.

 State-owned commercial banks (SOCBs), such as Vietcombank and
Vietinbank, are holding bank-issued bonds while private banks like
Techcombank, VPBank, and Sacombank are having positions in non-bank
corporate bonds.

 It shall be noted that the data is collected in the primary market, and the overall
level of participation of individual investors in the corporate bond market may
well be higher as privately offered bonds bought by banks or securities firms
can be redistributed to retail investors.

 Details on banks’ holdings of corporate bond are highlighted in Appendix 2.

 We expected that with the low-interest-rate environment, retail investors will
continue taking part in the corporate bond market. However, recent regulatory
changes (i.e: Decree 153/2020 allowing only qualified professional investors to
participate in private offerings) have limited their ability to do so in the private
placement. As such, the public offering of bonds can be more attractive to
retail investors.

The Most Trusted Credit Rating Agency in Vietnam
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Corporate bond issued in 2020 witness a longer tenor and rising rates

1.4. Coupon rate and tenor

Real estate sector, accounting for the largest share of bond issues, have average coupon rate increasing by
210 bps to 10.5 percent and longer average tenor of 3.8 years
Figure 10: Average tenor (years) of C-bonds in 2020
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 The average tenor of corporate bonds stands at 4.3 years. Bonds issued
by firms in energy sector have the longest tenor with an average tenor of
8 years, reflecting long-term nature of electricity projects.
 Real estate bonds outstanding in 2020 tend to have longer tenor than
those of 2019, at 3.8 years and 2.8 years, respectively. This suggests the
need for longer-term financing of real estate developers resulted from
the impact of the pandemic and other sector-specific movements.
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 The average coupon rate offered by issuers in 2020 stands at 9.9%, an increase of
90 basis points from 2019.
 Bonds issued by banks remained the ones with the lowest average coupon rate of
6.7% and average maturity of 4.5 years.

 Regarding the real estate sector comprising the largest bond issuers of 2020, the
average coupon rate saw an increase of 210 basis points to 10.5 percent and
average tenor increasing to 3.8 years.
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Section 2
The Secondary Market
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Centralised infrastructure for corporate bond trading is still under development

2.1. Liquidity

Specialized infrastructure for corporate bond trading is still under development. We do not expect high liquidity from it but
a functional trading infrastructure is necessary for the transparency of the market.
Table 1: Corporate bond turnover in some countries

Figure 12: Average daily trading value of HSX listed bond
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 The secondary market for corporate bonds is made up of three main channels:
(i) listed bonds in HSX, (ii) trading platforms offered by institutions (banks and
securities companies), and (iii) direct OTC transactions.
 Regarding listed bonds, the value of HSX-listed bonds increased from
VND14.2 trillion (2017) to VND26.4 trillion (2020). Nevertheless, the value of a
listed bond is still relatively small compared to the total market, accounting for
only 2.67 percent of the total value of the bond issued.
 The liquidity of the market remained modest with an average daily trading
value of VND131.3 billion (-22.9% YoY). According to ADB, the liquidity of the
Vietnam corporate bond market, measured by dividing secondary-market
trading by total outstanding value, is relatively small compared to regional
countries.
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 In comparison to South Korea, Thailand, Indonesia, and China, Vietnam
corporate bond market is still underdeveloped with insignificant participation of
insurance companies, bond funds, and pension funds. Despite the considerable
size of the market relative to GDP, the most active investors of the market are
still mainly banks.
 Conducting our own research, we observe that, currently, the secondary market
is handled mainly through OTC transaction using platforms offered by financial
institutions and through direct transactions. However, transactions through these
channels are not centralized; and the channels only offer bonds underwritten by
their institutions.
 We look forward to the development of a centralized and specialized trading
platform. Currently, HNX is taking the first steps to develop a secondary market
platform in Vietnam.
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Secondary bond yield in outright transactions is 2-3% lower than coupon rate

2.2. Bond yield

OTC bond trading is becoming active as investors are seeking yield in a low-interest-rate environment, yet our findings
show that OTC bond yield is 2-3% lower than its coupon rate.
Figure 13: Yield-to-maturity and coupon rate of OTC bond maturing in 2021-2024
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Notes: The calculation is based on a survey of 35 bonds offered on OTC trading platforms. The coupon rate and YTM are the estimated yield for an investor at the survey date
(November 26, 2020) to maturity, assuming the reference rate remains at 4.8% for floating-rate bonds.

 With interest rates being at historic lows at 3-4% for deposits of less-than-sixmonth and 4-5% for 6-to-12-month maturities, corporate bonds in OTC
channels have become attractive alternative investments, leading to
heightened trading activities.

 One may argue that bondholders’ interests may be affected as they receive
lower yields. However, given that the infrastructure for trading corporate bonds
is still under development, the haircut reflects costs and perhaps profits in
underwriting, guarantee, and distributing corporate bonds.

 The absence of an official centralized trading infrastructure for the secondary
market does not only create ambiguity and illiquidity but also affect investors’
return on their investments. We estimate that investors are getting from their
OTC instruments is 2-3% lower than their coupon rate. This may be due to
the shorter holding period of the secondary bond compared to the original
tenor, but with almost all bonds matured from 2021 to 2024 having this
difference, we think investors are paying a premium when trading on these
OTC platforms.

 We believe that the yield difference can be eliminated with public offerings, and
bondholders can receive the full yield on their instruments as bond price/yield
is determined by the public, not by distributing institutions.

The Most Trusted Credit Rating Agency in Vietnam
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OTC market and Information disclosure

2.3. OTC market

Information disclosure is not sufficient, and investors may find it hard to assess the risk of their investments
Table 2: Survey on OTC trading platform on information disclosure

Survey:
To find out the level of information available to retail investors in OTC markets,
we conducted a survey on trading platforms of 4 securities companies who are
the advisors and underwriters of corporate bonds.
The issues on information disclosure:
After conducting the survey, we found that:
 Bonds offered on each platform are underwritten and distributed by that very
firm. As such, trading activities are rather decentralized.
 Specifications for corporate bond products, regarding trading procedures,
coupon rates, and payment schedules, are described clearly. However,
information on issuers and purposes of bond issuance is limited and rather
insufficient. Some platforms do not provide the most recent 3 years' financial
statements to their users. The lack of information creates difficulties for
individual investors to conduct analyses on the bonds.
 Disclosure in English essentially non-existent, creating a barrier for foreign
investors. As noted on slide 7, foreign capital in the corporate bond market
accounted for 3.1% of the total value in 2020.
Commentary:
 Current requirements on information disclosure are not sufficient. Investors
may find it difficult to assess the prospect and riskiness of their investments.
With new disclosure standards, securities underwriters are required to
periodically file their underwriting activities to exchange agencies for
compilation and further public disclosure. We expect the change to improve
the transparency of the corporate bond market.
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Source: Fiin Ratings
Notes: Survey from bond trading platforms of 4 securities firms on 30/1/2021
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Section 3
Financial Profile of
Issuers
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The issuers’ debt service coverage is generally at a stable level

3.1. Issuers’ financial health

But there are a few issuers with very weak credit score
Figure 12: Condo sales volume (2018-2021E)

Figure 11: Real estate issuers’ Debt and Interest Coverage
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Notes: The above figures are calculated from financial statements of 17 listed companies who have
issued bond in 2020 in residential real estate sector.

 As a major portion of total issues in the Vietnam bond market has been
occupied by real estate firms, we analyze residential real estate businesses
to assess their financial conditions, thus potential risks of their bondholders.
 Based on the financial data of 17 listed residential real estate issuers, we
recognized that the financial health of the issuers still maintained at a
relatively safe level in 2020:
‒ The average Interest Coverage Ratio (ICR) has decreased from 4.5x in
2019 to 3.4x in 2020. Despite a significant reduction in interest
repayment capability, this has not posed worried signal yet if compared
with the average in the past 5 years.
‒ Net debt/EBITDA ratio has increased to 2.8 times. Although this ratio has
increased compared to 2019, it is still lower than the average maturity of
real estate bonds at 3.8 years as shown in Figure 10.
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Condo unit sold in Ho Chi Minh

2019

2020E

2021F

Source: CBRE

 However, there is a clear divergence between the leading firms (i.e.: Vinhomes)
and the rest in 2020. When excluding the market leader, the financial health of the
rest of the industry has been significantly deteriorated.
‒ The ICR decreased to 0.7x, which means that the generated operating profit
is not enough to cover the interest.
‒ Net debt/EBITDA increased to 17.3. This is very high compared to the 3.8year average maturity of real estate bonds, and therefore their ability to meet
debt obligations will largely depend on the recovery of the real estate
industry. According to CBRE, the sales of condo in two major markets, Hanoi
and Ho Chi Minh City, is expected to grow slightly by only 10-15% in 2021.
‒ Consequently, investors need to evaluate each issuer and their bond in detail
to get specific information, follow up on the financial situation of the business
in order to better gauge issuers’ debt-servicing capacity as well as their plan
and procedures in unexpected circumstances.
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Listed issuers have better financial scoring than unlisted ones

3.1. Issuers’ financial health

There is a notable divergence in financial profiles among bond issuers
Figure 14: Listing status of real estate issuers
by bond issued value
Unlisted

Figure 16: Residential Real estate Debt
to Equity Ratio (2016-2020Q3)

Figure 15: Residential Real estate Issuers’
Interest Coverage Ratio (2016-2020Q3)
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0.81
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Source: Fiin Ratings, FiinPro Platform
Notes: The above figures are calculated from financial statements of 80 companies who have issued bond in 2020 in residential real estate sector.

 In 2020, nearly 80% of issued bond value belongs to unlisted issuers whose financial profile was indicated at a weaker level compared with listed ones. Despite
the fact that those unlisted issuers’ bonds could be backed by collaterals or guaranteed by third parties, the significant divergence in the financial profiles of listed
versus unlisted ones is worth noticing for assessment before making investment decisions.
 This also reveals a lack of information regarding the unlisted issuers, hence, the importance of information regarding their debt-servicing capacity and
creditworthiness. This is of more critical in the case of individual investors who have low accessibility to information of issuers.
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Financial Profile Scoring for Issuers in Residential Real Estate Sector

3.2. Preliminary credit rating

We believe the market is mispricing from the perspective of both issuers and investors
Figure 13: Financial Profile Scoring for Top Issuers (Sector: Real Estate; Sub-Sector: Residential) in 2020
Average Interest Rate (Coupon)

14%

IMPORTANT NOTE:

12%

•

This is just the financial profile
scoring which is part of our rating
scorecard. The financial factors
only accounted for 45 - 55% of
total weight and therefore this is
not considered as a final rating
opinion.

•

The scoring is based on the
industry benchmark for the
Residential Sub-Sector using the
issuers’ public financial
statements. This chart is for
illustration purposes only.

•

Please contact us if you want
further understanding of our
rating methodology.
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 We consider that the financial strength of residential real estate issuers experiences
a significant divergence. Meanwhile, their coupon rates do not illustrate the same
story as the average coupon rate hovered around 10-12%. This raises two critical
issues as follows:
‒ Firstly, many issuers who, though can be considered to have VERY GOOD or
GOOD creditworthiness (from A- scale and above), have their coupon rate
equivalent to the rate of issuers whose creditworthiness is assessed at
AVERAGE or WEAK (from Baa+ scale and below).
‒ Secondly, regarding the bondholders’ side, they receive low coupon rates when
investing in bonds of weak-credit scored issuers, in other words, bonds of higher
default risk.
 Details of the rating scale and symbols of Fiin Ratings can be found in Appendix 4.
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Caa

Caa

0%

WEAK Financial Profile

 It is recognizable that professional investors, who have the ability to assess and
monitor the issuers’ debt-servicing capacity as well as the asset-backed bonds, are
currently the major buyer of the bonds issued under private placements. However,
this is not the case for all outstanding bonds in the market as they are also
disseminated to individual investors via various distribution channels. This could
increase immeasurable risks to individual investors in the lack of guarantees by
intermediaries.
 The collateral factor, in the view of Fiin Ratings as an independent credit rating
agency, is of little significance to individual investors, even to professional investors
as defined in the Revised Securities Law (2019). We think that the collaterals are
only meaningful to proper organizations with the capability to find the value in
collaterals in case of the issuers’ default. In most cases, neither professional nor
individual investors are not capable of handling the collaterals in case of default.
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Section 4
Outlook for Corporate
Bond Market in 2021
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High demand for corporate medium and long-term funding

 We gathered the data of capital expenditure from 1292 public companies
listed in HSX, HNX, and UPCOM in the last 5 years to measure the demand
for medium and long-term financing. The need for such funds tends to
concentrate on real estate, construction, energy, and construction material
sectors as spending on capital expenditure for these businesses is
significant and stable. As the nature of those industries are capital intensive
and having a long project life, we deem that the need for long-term funds
for these sectors will remain remarkable in the future.
 During the COVID-19 time, we expect that the need for longer-term
financing is even higher as businesses are temporarily affected by lower
operating cash flows, despite their strong market position and a sustainable
business model in longer term. With the need of capital restructuring, the
corporate bond market can be in high demand.

Figure 18: Capital expenditure of listed companies
VND bn

The need for medium and long-term financing:

100,000
80,000
60,000
40,000
20,000
0
Real estate

Corporate bond becoming an alternative source of credit:
 Tightened lending requirements to specific sectors like real estate and
infrastructure create difficulties for developers to access traditional credit
channels, thus corporate bond have become a viable source of credit for
them.
 In the last two years, several enterprises have focused more on corporate
bonds. This can be demonstrated by Figure 18 with data of Novaland
(NVL), Vinhomes (VHM), Ho Chi Minh City Infrastructure Investment JSC
(CII) An Gia Group (AGG), or Cenland (CRE).
 With the current low-interest-rate environment and developing regulatory
framework stimulate the demand for corporate bonds, we believe that
corporate bonds will play an important role in business restructuring and
diversification of funding sources.

4.1. Medium and Long-term Funding Demand

2015

Construction

2016

2017

Electricity

2018

2019

Construction
materials

Logistics

5-year average

Sources: Fiin Ratings, FiinPro Platform
Notes: The aggregated data is estimated from 1292 non-financial listed companies by ICB 4

Figure 19: Debt structure of various listed companies
Bond
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Sources : Fiin Ratings, FiinPro Platform
Notes: Other sources include loan from non-financial businesses and individuals.
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The need for debt restructuring amidst COVID-19

4.1. Medium and Long-term Funding Demand

Due to Covid-19 impacts on operating cash flows, businesses still need time and capital to recover
Figure 20: EBITDA changes and Interest Coverage Ratio
% EBITDA change (YoY)

Figure 21: 9M accumulated EBITDA changes (%YoY) by sectors

Interest coverage ratio
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Sources: Fiin Ratings., FiinPro Platform
Notes: The aggregated data is estimated from 1292 non-financial listed companies

 We use earnings before interest, taxes, depreciation, and amortization
(EBITDA) to measure operating cash flows. The significant impact of the
COVID-19 can be observed by a 26 percent decline YoY in the first three
quarters of 2020.
 Overall, interest ability is also considerably impacted with the interest
coverage ratio declining from 4 in previous years to 3 in Q3/2020.
Businesses still need time to recover as well as capital to restructure their
existing obligations.

Sources: Fiin Ratings., FiinPro Platform
Notes: The aggregated data is estimated from 1292 non-financial listed companies by ICB 2

 Although there have been some promising signs, recovery may differ
radically across sectors. Tourism and Entertainment, Oil and Gas, Real
estate, and Industrial real estate have been damaged. These sectors are also
the ones with significant funding needs for long-term and large-scale
projects. We deem that the financing needs for companies of these sectors
will be heightened when their operating cash flows are being temporarily
disrupted.

 Detailed information can be found in Appendix 3.
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Commercial banks are in incapable of financing corporate medium and longterm capital

4.2. Funding Capability by Banks

Low interest rate environment supports corporate bond market as a funding channel in 2021
As banks are incapable of fully serving medium-to-long term funding demand
for corporates, bond seemed to be a more promising funding source for
corporates in 2021:
 The credit growth of banks is sustained at 12-14% in the past three years and
this trend is expected to continue in order to ensure the sustainable
development of the banking sector. Accordingly, banks will focus on short-term
lending while bond will be considered one of the primary sources for medium to
long-term financing.
 Bond is considered to be a more favorable funding strategy for listed and
unlisted corporates in the context of high volatility in the stock market along with
difficulties in access to bank loans.
 Additionally, based on the data drawn from 29 commercial banks in Vietnam,
which occupy 86% of total banking credit, the long-term bank loan made up
31% of the total outstanding balance, equivalent to VND 2.2 quadrillion
(approximately USD 94 billion). Therefore, the new issued bond value of VND
429.5 trillion (approximately USD 18.5 billion) would become hard to served by
banks as the amount makes up 19.5% of total long-term debt as of Q3/2020.
 Though banks themselves have invested in corporate bonds instead of
providing long-term loans, this investment activity has been limited by the State
Bank of Vietnam (SBV) via the drafted Circular at the end of 2020. In fact, the
portion of the C-bond in the bank’s investment portfolio has reached 7.12% of
their loan book and tends to decline.
The interest rate is expected to be kept low supporting bond issuance
activities in 2021:
 The lending rate is currently at a historical low level and expected to maintain in
2021, especially for long-term (>12-month) interest rate of 5.0-5.5%. For this
reason, holding bonds with coupon rates of 8-12% appears to be an attractive
investment strategy for individual investors as well as savers.

Figure 21: Banking Credit scale and growth (2016-2020)
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Source: Fiin Ratings.
Notes: The data is collected and calculated from the Ministry of Finance's information disclosure

Figure 22: Vietnam Commercial Bank Loan structure
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Notes: The above data is drawn from 29 commercial banks in Vietnam, accounting for 86% of total
banking credit

The Most Trusted Credit Rating Agency in Vietnam

23

New regulations to encourage more bond public offerings
New regulatory changes taking
place in 2021 are summarized in
Table 3:
 Decree 153/2020 relaxes some
criteria for private bond issuance
but limits potential buyers of
corporate bonds offered
privately to only professional
investors who meet certain
requirements. As such, we
believe the supply for privatelyoffered bonds is going
downward in 2021.
 Standardization of requirements
and procedures for issuing
bonds publicly can increase the
supply for public bond offerings,
despite several requirements
regarding approval from
exchanges, credit ratings for the
issuer, and issue.
 We believe that the corporate
bond market will keep on thriving
in 2021 yet will not exceed the
size of 2020. The private
placement will remain dominant
but share of the public offering to
the total offering will see an
increase from 6.5 percent in
2020.

4.3. Impacts of new regulations

Table 3: New regulations on corporate bond private replacement

Criteria for
private
placement

Requirement
on Eligible
Investor

Information
disclosure

New regulations

Previous Regulations

Decree 153/2020/ND-CP, Decree 155/2020/ND-CP, Decree 122/2020/TT-BTC and Securities Law 2019
(revised)

Decree 163/2018/ND-CP, Decree
81/2020/ND-CP



Good credit history of fully and timely paying principals and interests in the latest 3
consecutive years.



Meeting the legal requirement on safe financial ratios and operating measures



No timing limitation between issuances.

The eligible bond buyers are professional investors who must meet these criteria:


A valid securities practice certificate; or



Market value of securities portfolios ≥ 2 billion VND (certified by the Securities Company);
or



Taxable income ≥ 1 billion VND (certified by tax authority)



Issuers have to disclose one day before the issuance to the exchange agencies and
investors.



Issuers have to disclose specifically the purpose of the funds received.



Exchange agencies have to compile and disclose



Bond underwriters have to disclose periodically about their underwriting business.

Outstanding balance of private
placement bonds (include the
currently issuance) ≤ 5 times of
total equity
Each issuance must be at least 06
months apart.






The number of first buyers limits
to 100 (regardless of professional
ones or not), then no limit on
number of investors.



Issuers have to disclose
information three days before the
issuance to the exchange
agencies and investors.



No specific requirement on
information disclosure

Table 4: New regulations on corporate bond public offering
New regulations

Previous Regulations

Decree 155/2020/ND-CP and Securities Law 2019 (revised)

Securities Law 2014

Criteria for
public
offerings



Chartered Capital ≥ VND 30 billion



Dossiers application must be completed in 30 days from the last day of the offering

Credit ratings
activities

Bond issuers have to obtain credit ratings from recognized agencies in case of:


Total bond issue of over VND500 billion in the last 12 months and exceeds 50% shareholder
equity of the most recent fiscal year; or



Total bond issue exceed 100% shareholder equity at the time of issuance.



Taking effect two years after 1/1/2021.
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Chartered Capital ≥ VND 10
billion



No listing requirements after the
public offerings



Credit ratings are not mandatory
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Appendices
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Appendix 1: Top 20 corporate bond issuers in 2020
STT

Company

Sector

Bond issued
value

Average
coupon rate

Average
tenor

VND bn

%/year

year

1

BIDV

Bank

21,933

7.4

7.4

2

Masan Group

Manufacturing

16,685

9.6

3.0

3

Sovico Holdings

Real estate

16,000

10.6

3.0

4

VIB

Bank

15,580

5.7

3.2

5

HDB

Bank

13,898

6.2

3.7

6

Vinhomes

Real estate

12,000

9.6

2.2

7

TPB

Bank

11,828

6.8

4.4

9

LPB

Bank

11,298

6.7

3.9

10

VPB

Bank

10,500

6.1

3.0

11

Saigon Glory

Real estate

10,000

11.0

4.0

12

Novaland

Real estate

9,745

10.8

2.6

13

OCB

Bank

9,835

6.8

3.3

14

TNR Holdings

Real estate

9,715

10.9

4.4

15

HANO–VID

Real estate

8,655

N/A

5.7

16

Quang Thuận Investment

Real estate

8,690

N/A

4.3

17

Agribank

Bank

7,828

N/A

7.0

18

Viet Han Real estate

Real estate

6,000

N/A

7.0

19

American Property

Real estate

5,172

10.2

5.0

20

TCB

Bank

5,000

N/A

3.0

Total

232,295

% of total issued value in 2020

54.1%

Sources: Fiin Ratings, FiinPro Platform
Notes: Information disclosure on coupon rate is only available until July 2020 as there is no mandatory requirement from the HNX according to Decision 384/QĐ-SGDHN
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Appendix 2: Top 20 bond-holding banks as of 30/9/2020
No

Bank

Holdings of financial
institutions’ bonds

Holdings of other
corporates’ bonds

VND bn

Total C-bond holdings
VND bn

VND bn

1

VCB

76,459

6,646

83,105

2

TCB

11,239

54,645

65,884

3

CTG

39,693

18,833

58,526

4

VPB

13,619

38,171

51,790

5

MBB

22,605

27,631

50,235

6

STB

3,700

30,986

34,686

7

HDB

22,634

10,139

32,773

8

TPB

14,576

12,749

27,325

9

VIB

22,782

2,094

24,877

10

SHB

1,777

21,403

23,180

11

MSB

15,088

3,698

18,787

12

LPB

13,012

407

13,419

13

VBB

7,698

2,558

10,256

14

OCB

8,241

1,941

10,182

15

BAB

8,628

-

8,628

16

NVB

1,227

6,246

7,473

17

SSB

661

2,295

2,955

18

NAB

1,902

838

2,740

19

BVB

1,222

480

1,702

20

SCB

750

92

842

287,515

241,852

529,367

40.8%

34.3%

75.1%

Total
% of total C-Bond outstanding as of
30/9/2020
Sources: Fiin Ratings, FiinPro Platform
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Appendix 3: Credit Quality Performance by Sector
Sector

ICB 4

Number of
companies

Long-term
debt

Total debt

969/1011

VND trn

VND trn

EBITDA Margin (TTM)

2019

3Q2020

Interest coverage
ratio (TTM)
2019

3Q2020

Net debt/EBITDA
(TTM)
2019

3Q2020

Real estate

118

205,551

294,296

18.6%

15.1%

3.6

2.4

3.6

5.5

Construction

282

69,807

111,233

6.0%

6.4%

1.7

1.5

9.8

11.2

Food

50

35,451

80,431

14.6%

11.0%

7.7

4.9

1.7

3.2

Steel

43

26,925

78,157

6.6%

9.3%

3.5

4.2

5.6

4.1

Agriculture & Aquaculture

60

26,125

56,168

4.2%

4.3%

1.0

0.9

13.8

18.7

3

25,084

45,484

6.3%

-14.6%

5.4

N/A

3.4

N/A

42

25,902

43,289

15.3%

12.8%

4.1

3.4

3.2

3.8

3

4,917

23,636

2.7%

-0.9%

6.9

N/A

0.3

N/A

Logistic

64

19,365

22,489

21.3%

12.9%

18.7

8.1

1.5

4.1

Mining

42

13,523

21,391

8.8%

6.1%

1.3

0.8

9.6

16.7

Plastic, Rubber & Fiber

34

13,501

21,245

9.8%

9.4%

3.8

3.5

3.0

3.8

Specialty distribution

13

1,358

19,795

4.0%

3.7%

6.5

6.3

2.7

2.4

Electrical equipment

14

13,469

19,088

10.2%

9.1%

2.3

1.9

7.2

8.2

Marine transportation

25

6,965

13,282

7.5%

7.3%

2.0

1.7

5.4

5.4

Textile

55

2,099

10,712

6.0%

5.4%

4.2

3.8

3.9

4.0

Industrial equipment

38

4,878

10,066

4.8%

6.7%

1.3

2.1

6.8

6.8

Water

70

7,609

9,844

17.0%

16.4%

5.7

6.9

3.3

3.7

Coal

13

4,885

9,100

3.1%

2.9%

2.0

2.2

6.1

8.2

Aviation
Electricity
Oil

Sources: Fiin Ratings, FiinPro Platform
Notes: The aggregated data is estimated from 969/1292 non-financial listed companies by ICB 4 as of 30/9/2020
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Appendix 4: Rating Scale and Symbols of Fiin Ratings
International
1

International
2

Aaa

AAA

Aa1

AA+

Aa2

AA

Aa3

AA-

A1

A+

A2

A

A3

A-

Baa1

BBB+

Baa2

BBB

Baa-

Baa3

BBB-

Ba+

Ba1

BB+

Ba2

BB

Ba3

BB-

B1

B+

B2

B

B3

B-

Caa1

CCC+

Caa2

CCC

Caa3

CC

Ca

C

Fiin Ratings Definition
Extremely strong capability to meet financial
obligation

Global Definition
Aaa

Highest Credit
Grade

Aa+
Very strong capability to meet financial
obligation

Aa

Very High- Credit
Grade

AaStrong capability to meet financial obligations but
somewhat susceptible to adverse economic
conditions and changes in circumstances
Moderate capability to meet financial commitments
but more vulnerable to adverse developments and
economic conditions
Low capability to meet financial obligations but
speculative elements.

A+
A

High Credit
Grade

ABaa+
Baa

Ba

Good Credit
Grade

Speculative
Grade

BaWeak capability to meet financial obligations.
Sensitive to business, financial and economic
conditions. High risk.

B+
B
B-

Very
Speculative
Grade

Caa+
Very weak capability or very likely to get into
default. Very sensitive to business, financial and
economic conditions. Substantial risk.

Caa
CaaCa
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Substantial Risk

This is the “Blind Spot Area” for all
Vietnamese issuers and debt
instruments which are subjected to
Global Scale Ratings since the upper
limit of sovereign rating for Vietnam is
currently at Ba3/BB.

These are the “upper limit” for credit
ratings of Vietnamese issuers when
rated by international credit rating
agencies (if an issuer has no
significant sources of income
generated outside Vietnam).
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FiinGroup and
Fiin Ratings Introduction
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Corporate Overview
FiinGroup (previously known as StoxPlus) is the leader in financial data analytics, market research and independent credit
rating service in Vietnam.





Established in March 2008, FiinGroup has become a market leader
in providing financial data, business information, industry research,
credit rating reports and other data-driven analytics services in
Vietnam.

In September 2014, our Company entered a strategic capital and
business alliance with Nikkei Inc. & Quick Corp. (Japan) under
which the Japanese partners hold 35.1% equity stake in our company
and jointly supported Japanese investors in Vietnam.

Date of establishment:

March 11, 2008

Legal representative:

Mr. Nguyen Quang Thuan

Charter capital:

VND 26 billion

Shareholders:

Nikkei: 17.55%;
QUICK: 17.55%;
Management and Others: 64.9%



FiinGroup has been serving more than 1,000 local and foreign
financial institutions and corporations through our fintech platform as
a service (PaaS), annual packages and on-call services.



In October 2019, FiinGroup expanded B2C model with the
introduction of FiinTrade Platform for individual investors and traders
in Vietnam Stock Market.



FiinGroup officially expanded into the field of Credit Rating Agency
(CRA) after being licensed by the Ministry of Finance on 20/03/2020,
the license number 02/GPXH/02/BTC dated 20/03/2020

Auditor:



FiinGroup currently has over 100 staffs including data analysts,
business analysts, market researchers, risk analysts, credit analysts,
IT engineers, and client advisors working at Hanoi Head Office and
branch office in Ho Chi Minh City.

No. of employees:

105 (as of June 2020)
Data Analysts, Business Analysts,
Market Analysts, Risk Analysts incl.
CFA, ACCA, CPA charterholders
IT Engineers & Client Advisors

Location:

Hanoi Head Office
Ho Chi Minh City branch

The Most Trusted Credit Rating Agency in Vietnam

Strategic Partners:

PricewaterhouseCoopers
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Business Portfolio
FiinGroup offers a wide range of services to build a financially credible community in Vietnam as its mission “Enlighten the
market” and support investors and enterprises grow their businesses and gain competitive advantage.

▪ FiinPro Platform

▪ Business Evaluation Report

▪ FiinTrade Platform

▪ FiinConnex Platform

▪ API Datafeed

▪ FiinGate Platform
▪ BI Analytics

▪ Industry Report

▪ Issuer Credit Ratings

▪ Customised Research

▪ Instrument Credit Ratings

▪ Business Due Diligence

▪ Corporate Rating Report

▪ Market Entry Advisory

▪ Credit Evaluation
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1. Overview
We are operating Credit Rating Agency services under Fiin Ratings, as a part of FiinGroup’s business.

•

Fiin Ratings, a brand and part of FiinGroup, licensed by the Ministry of
Finance to operate 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.
• Fiin Ratings is the second licensed CRA business in Vietnam and we
focus on below services:
Bond Credit Rating;
Issuer Credit Rating; and
Credit Assessment Report;
Credit Evaluation Service.
•

Fiin Ratings focuses on credit rating for issuers and its instruments
such as bonds, corporate ratings and related services for investors
and creditors. Prior to expanding in credit rating services, FiinGroup
is well known in Vietnam as an independent information provider in
the country with financial information terminals, business information
portals and market research to support foreign and local institutional
investors and foreign trading partners to Vietnamese enterprises.
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Copyright Statement and Disclaimer



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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Credit Rating Professional Team:
Director, Credit Rating Services

Technical Advisor

Nguyen Minh Tu, MBA
Director, Credit Rating Services

Paul Coughlin
Advisor and Credit Rating Council Member;
Former Global Director of Analytics &
Operations Division, S&P Global Ratings

Financial Institution Credit Rating

Corporate Credit Rating

Customer Service

Prachi Gupta, MMS
Director, Financial Institution Credit Rating
Former Director of Financial Institution Credit
Rating, CRISIL

Le Hong Khang
Manager, Credit Analysis

Pham Thi Hoang Anh
Senior, Client Advisory

Nguyen Nhat Hoang, CFA
Team Leader, Credit Analysis

Nguyen Huu Hao Hiep
Associate, Credit Analysis

Tran Thi Bang Tam, MSc
Associate, Credit Analysis

Nguyen Thuy Dung
Associate, Credit Rating Modelling

Nguyen Thi Dieu Lan
Senior, Credit Rating Modelling

Nguyen Quoc Khanh
Associate, Credit Rating Modelling

Nguyen Viet Hai
Associate, Credit Rating Modelling

Nguyen Thanh Trung
Associate, Credit Analysis

Pham Huyen Trang
Associate, Credit Analysis
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Hoang Anh Pham
Senior Client Advisor
Credit Rating Services
+84 24 3562 6962 (ext.: 111)
Anh.phamhoang@fiingroup.vn

Head Office
10th Floor, Peakview Tower,
36 Hoang Cau, O Cho Dua Ward,
Dong Da District, Hanoi, Vietnam
Tel: +84 24 3562 6962
Email: info@fiingroup.vninfo@fiingroup.vn

Tu Nguyen
Director, Credit Rating Services
+84 24 3562 6962 (ext.: 114)
tu.nguyen@fiingroup.vn

Ho Chi Minh City Branch
3rd Floor, Profomilk Plaza Building,
51-53 Vo Van Tan, Ward 6,
District 3, Ho Chi Minh, Vietnam
Tel: +84 28 3933 3586
Email: info@fiingroup.vninfo@fiingroup.vn

