Monthly information on banking activities (February, 2012)


I- Activities of the State Bank of Vietnam (SBV):

1. To implement Resolution No. 11/2011/QH13 of the National Assembly on the socio-economic plan in 2012, Resolution 01/NQ-CP of the Government on key solutions to realize the socio-economic development plan and state budgeting for 2012, SBV issued Directive 01/CT-NHNN to require SBV entities, credit institutions, foreign bank branches to focus on effectively executing objectives and tasks of the monetary policy and ensuring safe and sound banking operations in 2012, especially the solutions on credit management including: (i) assigning credit growth target in 2012 for four groups of credit institutions on the basis of their operation and growth capacity; SBV will adjust the assigned target after 6 month implementation to ensure the compliance with movements in monetary, credit, banking operations and objectives of monetary policy management, (ii) giving  priority to loans for agricultural and rural development, export goods manufacture, supporting industries, small and medium enterprises using large number of labors, and effective projects and plans; (iii) controlling the proportion of loan outstanding  for discouraged sectors during 2012 with the maximum of 16% and credit growth in foreign currencies in line with the objectives of the monetary policy and the guidelines on dedolarization in the economy, and (iv) doubling the reserve requirement ratio in VND as compared to the set regultions and applying measures to limit the scope of business for those credit institutions with the credit growth and/ or the loan outstanding proportion for the discouraged sectors exceeding the set levels.
2. In response to the guidelines on pursuing a tight, prudent, flexible monetary policy and harmonious coordination of the monetary policy with the fiscal one to stabilize the money market, ensuring the liquidity of credit institutions in February, 2012, SBV implemented a number of the following specific contents:
- Continuing to maintain the mobilizing interest rate cap in VND and USD; keeping the refinancing rate, the overnight rate in the inter-bank electronic payment and the rediscounting rate unchanged at 15% p.a, 16% p.a and 13% p.a respectively.
- Closely monitoring the liquidity, credit growth and operations of credit institutions to actively manage instruments of open-market operations, refinancing and overnight lending in order to ensure the liquidity of credit institutions and stabilize the money market, thereby contributing to controlling inflation.
- Issuing documents stipulating the total credit outstanding and the loan proportion for the discouraged sectors, in which SBV eliminated several proper demands for loans for investment or business in real estate out of loans for the sectors not being encouraged.
- To support trading households hit by the fire in the Quang Ngai central market, SBV directed commercial banks in the location to reschedule their loan repayment, make interest exemptions or reduuction, and facilitate the trading househlds to get new loans in line with the regulations. In addition, SBV assigned its experts to assess and directly, quickly and conveniently process the change of cash which is not qualified for circulation for those people hit by the fire in the market.
3. Strengthening and developing the banking sector:
- In response to the guidance of the Prime Minister (PM), on the basis of the approval of the Political Bureau of the Central Committee of the Communist Party of Vietnam, SBV submitted the Project of Restructuring the Credit Institution System in the period of 2011-2015 to PM for approval. In addition, SBV continued to closely monitor and regularly  evaluate the merger of  three banks,namely the Sai Gon Joint-Stock Commercial Bank, the First Joint-Stock Commercial Bank and the Tin Nghia Joint-Stock Commercial Bank. 

SBV continued to strengthen supervision, and detect and strictly handle violations of the regulations on ceiling mobilizing interest rates, foreign exchange and gold trading management; closely supervise operations of each credit institution, especially the poorly-performing credit institutions for timely measures and intervention.
II. Credit and monetary performance
1. Interest rates:

The VND mobilizing interest rate was relatively stable, the VND lending rate slightly decreased; the USD lending and mobilizing rates slightly changed as compared to the previous month. The rates were as follows:

· The VND mobilizing rates were commonly  3% - 6% p.a for demand and below 1 month terms, 14% p.a for over 1 month terms;

· The VND lending rates were 14.5% – 17% p.a for rural and agricultural production, exporters, the lowest rate was 13.5% p.a; the rates for other sectors were 18-20% p.a; and the rates for the non-productive sectors were 20-25% p.a;
-    The USD mobilizing rate was commonly  2.0% p.a for time deposits of individuals  

           and 0.5% p.a for economic institutions. 

· The USD lending rates were commonly  6% – 7.5% p.a for short terms, and 7.5% – 9% p.a for medium and long terms.
·  The VND rates in the inter – bank market decreased by 1 – 2 percentage point p.a as compared to January, 2012 due to the SBV liquidity support through open market operations, the rates were 11 – 12% p.a for overnight term, 13% - 13.5% p.a for 1 week term; 13.5 – 14% p.a for 2 week term; and 14% - 15% for 1 month term.
2. Gold and Forex market: 

· The inter – bank average exchange rate has been unchanged at 20,828 VND/USD since December 26, 2011. The trading exchange rate at commercial banks and in the parallel market was on a downward trend. Sometimes, the selling exchange rate in the parallel was VND 20 - 50 lower than that of commercial banks. By February 27, 2012, commercial banks quoted the VND/USD exchange rate at 20,820 – 20.880. In February, credit institutions continued to sell foreign currencies to the SBV.

· The domestic gold price tended to increase in line with the world price, and the gap between the domestic and world price was lower than that of the previous month. It was VND 350,000 – 600,000 per tael higher than the world price.The domestic gold price was quoted at VND 45,040 – 45,210 million per tael on February 27, 2012.
3. The total deposit outstanding with credit institutions by February 20, 2012 was estimated to increase by 1.66% as compared to the previous month, of which the deposits in VND were up by 2.24% and foreign currencies down by 0.81%. The total deposit outstanding was down by 0.62% against end 2011. 
4. Credit to the economy by February 20 was estimated to decrease by 0.53% as compared to the previous month, of which credit amount in VND and USD was down by 0.371% and 1.11% respectively. Credit to the economy was estimated to be down by 2.51% in comparison with end 2011.
 5. The total liquidity by February 20 was estimated to decrease by 0.64% as compared to the previous month, and decrease by 0.11% against end 2011, of which the cash in circulation was estimated to be down by 12.62% in comparison with the previous month and up by 3.05% p.a against end 2011.
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