Quarterly Information on Banking Activities (Q1/2012)

1. State Bank of Vietnam (SBV) activities

In response to the international and domestic economic developments and the objectives of socio-economic development plan in 2012 mentioned in Resolutions of the National Assembly, the Government and Directions of the Prime Minister, especially Resolution No.01/NQ-CP dated January 3, 2012 on key solutions to realize the socio-economic development plan and state budgeting for 2012, SBV drastically and promptly carried out its assigned tasks. In particular:

- Issuing Instruction No.01/CT-NHNN on February 13, 2012 to require SBV entities and credit institutions to focus on effectively implementing measures to meet the 2012 monetary policy objectives while ensuring safe banking operations. Under this Instruction, SBV assigned credit growth targets for 4 groups of credit institutions and after 6 months, SBV will adjust the targets in line with developments of the money market, credit growth and banking operations, and monetary policy objectives.

- Actively managing the money supply by the means of Open Market Operations (OMOs) and refinancing in order to meet payment needs before and during the Lunar New Year of Dragon (2012) and extending loans for agricultural and rural development;  Enhancing security, safety and quality of ATM services to meet the cash demands during the Lunar New Year holidays; Proactively buying foreign currencies with the aim of increasing international reserves and stablizing the exchange rate; And recovering cash in circulation via the issuance of SBV bills.

- Cutting down by 1 percentage point p.a. for SBV benchmark interest rates and the ceiling mobilizing interest rate of credit institutions, applicable from March 13, 2012 in order to facilitate credit institutions to reduce their lending interest rates. Accordingly, decision was made to reduce the refinancing interest rate to 14% p.a. from 15% p.a, the overnight rate in the inter-bank electronic payment and the rate of loans to finance short balances in clearing transactions between SBV and commercial banks to 15% p.a from 16% p.a, and the discount interest rate to 12% p.a from 13% p.a., and  the maximum mobilizing interest rate for demand and time deposits (below 1 month) to 5% p.a from 6% p.a, and the maximum mobilizing interest rate for time deposits (over 1 month) to 13% p.a from 14% p.a.

- Issuing several legal texts on credit extension and forex management, including the new regulations on foreign currency lending by credit institutions for domestic borrowers, in which the borrowers are limited as compared to the previous regulations; the regulations on the trustees and trustors for credit institutions and foreign bank branches; the regulations on foreign currency position of credit institutions and foreign bank branches…

- Requiring state-owned commercial banks and joint-stock commercial banks with more than 50% charter capital held by the state to take cost reduction measures in order to decrease their lending interest rates.

- Submitting the scheme of banking restructuring in the 2011-2015 period to the Prime Ministe for approval; Continuing to closely monitor and regularly evaluate the implementation of merger plan of 3 joint-stock commercial banks (namely, the First Joint-Stock Commercial Bank, the Tin Nghia Joint-Stock Commercial Bank and the Sai Gon Joint-Stock Commercial Bank); Closely  supervising operations of credit institutions, especially the poorly - performing credit institutions to take timely intervention; and Issuing Directive No. 03/CT-NHNN dated March 16, 2012 on supervision, anti-corruption and anti-errors in monetary and banking operations.

- Strenthening communication and information on monetary policies and measures and banking operations in 2012, especially information on the merger of commercial banks.

2- Credit, monetary and foreign exchange performance

VND liquidity of the banking sector was basically ensured and gradually improved; credit structure was shifted towards focusing on priority areas and gradually reducing loan outstanding for the discouraged sectors; the interest rates were reduced in accordance with macro-economic condition and the money market; the forex market was relatively stable and foreign currency liquidity was remarkably improved; and banking operations were basically safe and sound. Following are specific developments:

- VND mobilizing interest rates were relatively stable in the first two months. As of March 12, credit institutions reduced mobilizing rates to 3 – 4% p.a for demand deposits, 4- 5% for all the time deposits of less-than-one-month maturity, and 11.5-13% p.a for over 1 month deposits. In early 2012, VND lending interest rates decreased by 1 – 3 percentage points p.a for agricultural and rural development, exporters, small and medium enterprises, productive and business. As a result, VND lending interest rates were commonly 14.5% - 16% p.a for agricultural and rural development and exporters, and the lowest rate was 13.5% p.a applicable for corporate customers committing to sell their foreign currency revenue to commercial banks; 16.5-20% p.a for other productive and business enterprises; and 20-25% p.a for the non-productive sector.

- The USD mobilizing rates were commonly 1.9-2% applicable for individuals and 0.5% for economic institutions. The lending rates were commonly 6-7.5% p.a for short terms and 7.5-9% p.a for medium and long terms.

- The interbank interest rates: the interbank interest rates in VND were at high levels for ten days before the Lunar New Year, however, the rates went down from January 30, 2012 when  the SBV promptly took action to improve the liquidity via OMOs. Consequently, the overnight interbank interest rate was 9 – 10.5% p.a, the rates were 10.5-11.5% p.a for 2 week term, and 12-13% p.a for 1 month term.

- The average interbank exchange rate was stable. The buying and selling exchange rate quoted by commercial banks tended to decrease and was lower than the ceiling level.  The average interbank VND / USD exchange rate was unchanged as compared to end 2011; and the VND / USD exchange rate quoted by commercial banks was  20,800 - 20,860.

- The gold market:   the domestic gold price was VND 200 thousand per tael more expensive than the world price at the end of February. From March, 2012,  the gap between the domestic and world gold price was big due to remarkable decrease in the world gold price. By March, 27, 2012, the SJC gold price was VND 44.50 million per tael, which was VND 1.7 million per tael more expensive than the world price. 

- The total liquidity by March 26, 2012 increased by 1.06% as compared to end 2011. The total deposit outstanding of credit institutions by March 26, 2012 was up by 1.39%.

- Credit to the economy by March 26, 2012 decreased by 1.96% as compared to end 2011, and credit outstanding for the discouraged sectors decreased from 11.02% by end 2011 to 10.77% at the end of February, 2012.
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