Banks begin new race for dong deposits
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ommercial banks have
' started a new race for de

posit interest rates with sev-
eral increasing their rates close to
the regulated lending cap.

The lending rate to corporate
customers is capped at 150 per cent
of the base rate fixed by the State
Bank of Viét Nam. At the current
base rate of 7 per cent, the highest
lending rate that can be offered by
commercial banks is 10.5 percent.

The HCM City Housing Devel-
opment Bank (HD Bank) pushed up
its highest deposit interest rate to
10.3 per cent last Thursday.

It was followed by the Phuong
Bong or Oriental Commercial Bank
(OCB) which last Friday increased
its rates by 0.1-0.2 per cent, de-
pending on different terms, to push
its highest rate to 9.8 per cent.

Others, like An Binh Bank
(ABBank) and Sai Gon Commer-
cial Bank (SCB) chose to lift the
rates on short-term deposits. The
ABBank pays 8 per cent per year
for one-month deposits, up 0.1 per
cent while the SCB has added be-
tween 0.3 and 0.8 per cent for one
to three-weck deposits for annual
rates of 6 -7 per cent.

Several other banks are offer-
ing other incentives for deposits.
The Asia Commercial Bank (ACB)
is running a promotional programme
until the end of October that gives
an extra interest rate of up to 0.2
per cent per year, depending on the
deposited amount.

Foreign banks have also got
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into the act. The Hongkong and
Shanghai Banking Corp. Vi¢t Nam
is running a programme until the
end of September that adds 0.5 per
cent per annum for deposits start-
ing from VND30 million. Custom-
ers will also receive a free personal
safety insurance policy for depos-
its of VN850 million and above
for a period of at least six months.
ACB general director Ly Xuiin
Hai says that the race for deposits
will continue, but will notreach fast
year's proportions when rates
soared to around 20 per cent.

Life insurance

S-owned ACE Life Insurance
(Viét Nam) recently an-
nounced its second-quarter premi-
ums climbed to over VNP 125 bil-
lion (US$7 million), o which new
businesses contributed VNDSO bil-
lion, or 184 per cent over the pre-
vious quarter. With this strong
growth, ACE Life is now ranked
third in premivm tumover from new
contracts among 1 1 life insurers in
Viét Nam. It has now a market share
ol 10.76 per cent. To date, ACE Life
has issued nearly 100,000 policies,
witha very high average face value
of nearly 325 million ddng per
policy.
ACE Life's performance is an
example of the potential that Viét

Nam’s life insurance market pre-
sents. It has been reported that sev-
eral foreign life nsurance compa-
nies plan o enter the market. One
major American firm that got out
early in 2007, citing the need to
focus on other markets, is said to be
planning a return.

With a population of more than
85 million people, encouraging
economic growth figures including
signs of an early recovery from the
global economic crisis and a de-
creasing poverty rate, Viét Nam is
an attractive market for life insur-
ers, [Lis reported that to date, less
than 10 per cent of the population
have insurance contracts.

Industry insiders say, however,
that it is not easy for newcomers to
make themselves and their services
known and trusted by customers,
given the fierce competition and
the context of financial difficulties
of both insurers and customers.

Foreign life insurance compa-
nies like AIA and ACE Life agreed
that for the [first several years they
would focus on developing human
resources, networks and good ser-
vices for sustainable growth rather
than targeting high premium turn-
over and market share.

The 11 life insurers currently in
the market include one local joint
stock firm, one joint venture and

nine foreign-owned firms.
Overseas listing

Vi\:lnmncm companies inter
ested in increasing their vis-
ibility in the intermational capital
markets should consider listing in
Singapore, says Tuck Seng Tham,
a pariner of the Capital Markets
Group of PricewaterhouseCoopers
Singapore.

“Listing overseas is a major
challenge to any company as there
are many rules listed companies
need to comply with requiring sig-
nificant investment in time and
other resources from Vietnamese
companies.

“However, there are clcar ben-
cfits for those making the invest-
ment and given the strong commit-
ment of the Singapore Stock Ex-
change (SGX) to attract Vietnam-
ese companies to list there, the
time is right to assess overseas list-
ing plans™, he told company del-
egates at a recent seminar held by
the exchange. Companies will
have the ability to access a broader
international investor base, gener-
ate more funds, increase the visibil-
ity of the company's brand name
and products, and - for some indus-
tries — to diversify their market risk.

However, there are also certain
challenges that companies should
carcfully consider. These include
financial reporting requirements,
corporate governance and internal
controls, international tax issues,
investor relations and other written

and unwritien rules companies are
expected to comply with in the mar-
ket they choose to list.

One of the challenges for Viet-
namese firms is that most do not
prepare their financial statements
according to international financial
reporting standards (IFRS). There
are similarities between Vietnam-
ese Accounting Standards (VAS)
and IFRS, but many differences as
well.

Following listing in Singapore
orany other overseas market, Viet-
namese companics will be exposed
{0 more international investors who
will expect high levels of assis-
tance from companies in making
sure their activitics can be casily
monitored.

A user-friendly website up-
dated daily that contains all pub-
licly available information about
the company is an international
practice,

Current and historical financial
reports, company history, press re-
leases, updates on share prices and
further details about the business
operations of the company are ex-
pected. In addition, it is customary
for major sharcholders to contact
the company {rom time to time and
ask permission for company visits,
or for clarification of issues that are
unclearbased on publicly available
information.

Accordingly, companies listed
onmajor stock exchanges normally
operale a separate investor rela-
tions department. — VNS



