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Amidst the inflation headwind in the world, the currency and monetary policy story have been hot topics
since the beginning of the year. Facing the movements of exchange rates, interest rate and inflation

pyramid, we see the difficulty of the SBV in using policy tools.

In this first edition of Monetary Digest, GTJAS wants to give some key observations in the currency market
as well as reflections on the impact of monetary insight into the market and the economy. The first topic
we want to mention is the strengthening of the USD and the latest interest rate hike of the State Bank of
Vietnam.

A STRENTHENING USD AND MONEY FLOWS BACK TO USA

The Federal Reserves (FED) hikes interest rates for several times since the beginning of the years to curb
inflation, making USD strengthening against other currencies and money seems to be net withdrawn from

countries in over the world. Vietnamdong and Vietnam is not the exemption.
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In Vietnam, the flow of USD (foreign currency reserves) plays a very important role in monetary base or

exogenous money supply. Therefore, in the case USD strengthening and being withdrawn, the monetary
supply in the economy will be impacted.
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THE STATE BANK OF VIETNAM OFFCIALLY HIKES POLICY RATE

Sources: Fiinpro, GTJASVN

When the amount of money in the economy is lacking, the pressure on the liquidity of the banking system

and interest rates is inevitable. However, in the context that Vietnam's economy needs support to recover

from Covid, with the increased demand for capital, it is necessary to try to delay raising interest rates for

as long as possible. Even though, raising interest rates remains the most direct defense against a strong

dollar and USD outflow. Therefore, after a period of prioritizing interest rate factor, the State Bank of

Vietnam (SBV) has recently issued an official document to raise some types of operating interest rates.
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Table of interest rate changes

Old rate New rate

Refinancing interest rate 4.0% 5.0%
Re-discount interest rate 2.5% 3.5%
Overnight rate for inter-bank electronic payment
and interest rate for loans 5.0% 6.0%
Ceiling interest rate for deposit:
- No tenor and under 1 month contract 0.50%

- 1-6-month tenor 5.0%

Sources: SBV, GTJASVN

Curbing inflation requires that the money supply is not loosened too strongly, but on the contrary, it must
not be tightened too much, in the context of having to defend against the pressure of net withdrawal from
a strong dollar, which is really a lot of goals to achieve. However, SBV's operating policy so far has shown

flexibility and reasonableness.

GTJA VIETNAM’S COMMENT

We believe that the SBV’s interest rate hike should be understood as a confirmation move (when the
interest rate base in market 1 and market 2 has already increased) and is the directional action. And the
guidance here is one that is more focused on defending the flow of money throughout the economy:
defending against the pressure of the dollar and defending against inflationary pressures. The monetary
tools such as USD trading with commercial banks (both forward and spot) or credit room, or interest rates
(on both market 1 and market 2) or OMO (open market operations) will continue to be used flexibly and

depending on the specific period. It is not like there is going to be a "hard" trend for any tool.
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COMPANY RATING DEFINITION

Benchmark: VN - Index. Time Horizon: 6 to 18 months
Rating Definition
Buy Relative Performance is greater than 15%
Or the Fundamental outlook of the company or sector is favorable
Accumulate Relative Performance is 5% to 15%
Or the Fundamental outlook of the company or sector is favorable
Neutral Relative Performance is -5% to 5%
Or the Fundamental outlook of the company or sector is neutral
Reduce Relative Performance is -15% to -5%
Or the Fundamental outlook of the company or sector is unfavorable
Sell Relative Performance is lower than - 15%
Or the Fundamental outlook of the company or sector is unfavorable
SECTOR RATING DEFINITION
Benchmark: VN - Index Time Horizon: 6 to 18 months
Rating Definition
Outperform Relative Performance is greater than 5% .
Or the Fundamental outlook of the sector is favorable
Neutral Relative Performance is -5% to 5% .
Or the Fundamental outlook of the sector is neutral
Relative Performance is lower than -5%
Underperform

OrThe Fundamental outlook of the sector is unfavorable

DISCLAIMER
The views expressed in this report accurately reflect personal views on securities codes or the issuer of the
analyst(s) in charge of the preparation of the report. Investors should consider this report as reference and
should not consider this report as securities investment consulting content for making decisions on
investments and Investors shall be responsible for the investments decisions. Guotai Junan Securities
(Vietnam) Corp. may not be responsible for the whole or any damages, or an event(s) considered as
damage(s) incurred from or in relation to the act of using all or part of the information or opinions stated
in this report.
The analyst(s) responsible for the preparation of this report receive(s) remuneration based upon various
factors, including the quality and accuracy of the research, clients’ feedbacks, competitive factors and the
revenue of the company. Guotai Junan Securities (Vietnam) Corp. and/or its members and/or its General
Director and/or its staffs may have positions in any securities mentioned in this report (or in any related
investments).
The analyst(s) responsible for the preparation of this report endeavours to prepare the report based on
information believed to be reliable at the time of publication. Guotai Junan Securities (Vietnam) Corp.
makes no representations, warranties and covenants on the completeness and accuracy of the information.
Opinions and estimates expressed in this report represent views of the analyst responsible for the
preparation of the report at the date of publication only and shall not be considered as Guotai Junan
Securities (Vietnam) Corp.’s views and may be subject to change without notice.
This report is provided, for information providing purposes only, to Investor including institutional
investors and individual clients of Guotai Junan Securities (Vietham) Corp. in Vietnam and overseas in
accordance with laws and regulations explicit and related in the country where this report is distributed,
and may not constitute an offer or any specified recommendations to buy, sell or holding securities in any
jurisdiction. Opinions and recommendations expressed in this report are made without taking differences
regarding goals, needs, strategies and specified situations of each and every Investor(s) into consideration.
Investors acknowledge that there may be conflicts of interests affecting the objectiveness of this report.
The content of this report, including but not limited to this recommendation shall not be the basis for
Investors or any third party to refer to with the aim to requiring Guotai Junan Securities (Vietnam) Corp.
and/or the analyst responsible for the preparation of this report to perform any obligations towards
Investors or the third party in relation to the investment decisions of Investors and/or the content of this
report.
This report may not be copied, reproduced, published or redistributed by any person(s) for any purposes
unless upon a written acceptance by a competent representative of Guotai Junan Securities (Vietnam) Corp.
Please cite sources when quoting.
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