
Press Release on the results of monetary policy management and banking operations in 2016, and orientations for 2017
On the basis of the Resolution of the National Assembly and the Government, the State Bank of Vietnam (SBV) issued Directive No. 01/CT-NHNN dated February 23, 2016 and Directive No. 04/CT-NHNN dated May 27, 2016 to require the whole banking sector to implement monetary policies and ensure safe and sound banking operations in 2016. The SBV determined monetary policy management in an active and flexible manner, in close collaboration with other macro-economic policies, in order to curb inflation at the target level, ensure the liquidity of credit institutions and the economy, maintain the stabilization of money and the forex markets, stabilize the common interest-rate, orient the total liquidity and credit outstanding toward an increase of 16-18% and 18-20% respectively, with a proper adjustment based on practical developments, credit growth in parallel with maintaining safety and quality focussed on production and business. In 2016, the SBV conducted consistent monetary policy measures and banking operations in order to obtain objectives set out from the beginning of the year, thereby greatly contributing to curbing inflation, stabilizing the macro-economy, supporting economic growth at a reasonable level and ensuring a prudent system of credit institutions. The results are as follows:
1. The results of monetary policy management and banking operations in 2016
First, the SBV regulated money supply in an appropriate manner, facilitated credit institutions to stabilize mobilizing rates and strove to lower lending rates, and support for the successful issuance of a large amount of Government bonds with low interest-rates as well as support for exchange-rate stability and ensuring the curbing of inflation. Monetary targets increased in line with the SBV's orientations as set from the beginning. By December 29, 2016, the total liquidity increased by 13.88%, the capital mobilization increased by 18.38% as compared to the end of 2015. Core inflation was controlled at a stable level of 1.87% for the whole year, contributing greatly to curbing CPI at the level of 4.74%, achieving the objective of remaining below 5% as set by National Assembly. Liquidity of the whole banking sector was ensured and abundant, and the operations of the inter-bank market were smooth.
Second, in spite of increasing pressure on interest rates and thanks to the SBV's flexible management policies, the common interest rate remained stable; several credit institutions decreased lending interest rates in support of production and business. Through it's management, the SBV flexibly utilized various tools to reasonably regulate liquidity in the banking sector; the interest rates in the inter-bank market were at low levels, creating the conditions for stabilizing interest rates. At the same time, the SBV instructed credit institutions to implement capital balance measures to maintain stable mobilizing interest rates, reduce costs, and improve business efficiency to create conditions for loan interest-rate reductions, and adjust the ratio of short-term capital resources to decrease interest rates for medium and long-term loans in line with the roadmap, thereby contributing to releasing interest rate pressure on credit institutions. After an increase in the first three months, the common mobilizing rate remained stable from April, especially in mid-April and from the end of September, 2016, several credit institutions reduced their mobilizing rates by 0.3-0.5 percentage point p.a, and by 0.5-1% percentage point p.a for lending rates in priority fields. The lending rates are currently at 6-9% p.a for short-term loans; 9-11% p.a for medium and long term loans, and 4-5% p.a for short-term loans to prestigious customers.
Third, the exchange rate and forex market was relatively stable in the context of unexpected developments in the international market. From the beginning of 2016, the SBV began daily announcements of the central exchange-rate in close accordance with developments in the international and domestic markets and monetary policy objectives. This innovation has limited external shocks and decreased the incentive to hoard foreign currencies, supporting the stability of the exchange rate and forex market. On the basis of developments in the international and domestic markets, the SBV conducted proactive and prompt measures to stabilize the market. Thanks to the implementation of consistent measures the domestic forex market remained stable despite disruptive changes in international and regional countries. As compared to the beginning of the year, the VND depreciated by 1.1-1.2%, liquidity remained good, legitimate demands for foreign currencies were met fully and promptly. At some points the exchange rate increased due to uncertainties caused by international events such as Brexit, the US Presidential Election, and following the U.S. Federal Reserve raising interest rates; however, the exchange rate rapidly stabilised. Concerns over the need to hoard foreign currencies declined as credit institutions purchased a large amount of foreign currencies from the economy, thereby helping the SBV to purchase a large amount of foreign currencies to increase state international reserves.  
Fourth, credit developments and structures were in line with targets and the management path of the SBV. On the basis of credit growth-targets for the whole banking sector, the SBV announced credit growth targets for each credit institution, instructed credit institutions to extend credit with a focus on production, business and priority fields, facilitating enterprises to access banks loans, and alerted and strictly monitored credit institutions with scale and credit growth-rates in a number of fields containing potential risks. By December 29, 2016, credit to the economy increased by 18.71% as compared to the end of 2015. Credit structures developed positively in the direction of credit extension in parallel with safety, quality and focusing on production and business; credit for investment and real-estate trading decreased. Credit in VND increased sharply while credit in foreign currencies rose slowly; this development was in line with the Govenment's anti-dollarisation directive. Credit programs and policies for the poor and other policy objectives in line with instructions from the Government and the Prime Minister continue to be strengthened, thus contributing to socio-economic development.
Fifth, with the implementation of consistent measures in gold trade management in accordance with Decree No. 24/2012/NĐ-CP  of the Government, the gold market in 2016 basically remained stable with improved self-regulation. At times when the international gold market fluctuated drastically, the domestic gold market remained relatively stable. The consumption  of gold bullion decrease and gold-trade turnover decreased sharply as compared to previous years. The domestic gold market was able to self-regulate effectively, gold capital resources has been on trend of transferring into capital resources or other assets in the service of socio-economic development.
Sixth, the decisive implementation of consistent measures, inspection and supervision as well as restructuring and NPL resolution achieved encouraging results. In 2016, banking inspection and supervision continued to be effectively strengthened and reformed, thereby supporting monetary policy enforcement, restructuring and the resolution of NPL's. Credit institutions operated more positively and expanded their scale in mobilizing capital resources and assets; a prudent system of credit institutions remained sustainable, and the financial capacity of credit institutions continued to improve. Weak commercial banks were controlled, restructured and strictly monitored; the shortcomings and weakness of commercial banks were handled and resolved. The ratio of NPL's was stable at the level of 3%; by November, 2016, the ratio of NPL's was estimated at 2.46%. From the beginning of 2016 to November 30, 2016, VAMC purchased 839 debts with the total principal outstanding of VND 23,283 billion, the buying price was VND 22, 483 billion.
Seventh, non-cash payments, banking services and technology continue to be developed in accordance with payment trends in the world and the region. The SBV proactively monitored and promulgated documents promptly requiring credit institutions to ensure security and safety for payment activities. Cashless services and methods were developed dynamically and intensively offering more products and convenience to better meet the payment demands of customers.
Together with the above measures, other banking operations continued to be implemented decisively and effectively to serve monetary policy management and state management of banking operations, thereby effectively contributing to achieving the set objectives. 
2. Orientation of monetary policy management and banking operations in 2017
On the basis of the directives set out by the National Assembly and Government, as well as assessments of the macro-economic situation in 2017, the SBV will manage the monetary policy and utilize monetary-policy instruments in a proactive and flexible manner, in accordance with developments in the international and domestic markets and in close association with the fiscal policy and other macro–economic policies to ensure macro balances, curb inflation and support economic growth at a reasonable level. The SBV will focus on conducting the following key measures:
- Improving the quality of statistics and forecasting; closely monitoring developments in the international and domestic markets to proactively analyze and forecast the monetary and macro economy as well as comprehensively and flexibly conduct monetary policy instruments in order to stabilize the money market, ensure liquidity of the banking sector and forex market in line with macro balances and the objectives of monetary policy, striving to stabilizing the common interest rate as in  2016.
- Implementing measures to control credit growth in accordance with conditions in the economy, ensuring credit growth safely and effectively with a focus on production and business, especially in priority fields; controlling credit in a number of fields carrying potential risks; continuing to allow credit institutions to consider and make decisions on providing loans in foreign currencies in order to meet the domestic demand for capital in the short- term, and for implementing plans on goods production and export businesses until December 31, 2017.
- Continuing to closely collaborate on fiscal policy, price management and other macro-economic policies to ensure the twin objectives of curbing inflation and macro-economic stability.
- Focusing on completing and developing payment systems and banking services utilizing modern technology  to strengthen network security and the enhancement of non-cash payment services.
- Continuing to strengthen, reform and improve the efficiency of banking inspection and supervision in line with practical requirements and international practices. Formulating plans and centralizing resources to decisively and comprehensively implement measures as stated in plans for restructuring the system of credit institutions together with NPL resolution in the 2016-2020 period following approval from the Political Bureau.
- Improving information and communication, coordinating with media agencies to communicate the Government's macro-economic management as well as monetary-policy management of the SBV, thus improving the public's confidence in monetary policy management and banking operations.  
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