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A turning point in monetary policy 

 The Fed raised its target range for the Federal Funds rate to between 

4.75% and 5.0% and left the door open for another rate hike. 

 The State bank of Vietnam (SBV) cut its policy rates twice in Mar-23.  

 Government bonds yields, interbank interest rates, and deposit interest 

rates all decreased significantly after the SBV's rate cut.  

 We lower our forecast that the average 12-month deposit rate will drop 

another 50 basis points to 7.0% p.a. by the end of 2023. 

 

Fed delivered less hawkish message on monetary policy  

During its Mar meeting, Fed unanimously decided to raise the target range for 

the Federal funds rate to between 4.75% and 5%. In addition, the recent turmoil 

in the banking system has caused Fed to no longer declare "constantly raising 

interest rates" as appropriate. Fed said it was open to the possibility of one more 

rate hike and no interest rate cut in 2023. However, the market forecast is 

somewhat more aggressive on easing than Fed's view. Specifically, markets  

now expect Fed to pause rate hikes at May meeting and also expect Fed to cut 

rates as early as 2H23 due to the possibility of a recession.  

Pressure on VND exchange rate will ease 

Dollar Index (DXY) dropped sharply amid banking crisis as Fed delivered less 

hawkish message on monetary policy. As of Mar 31, 2023, DXY fell to 102.5pts, 

down 2.7% before the Silicon Valley Bank (SVB) crash. The softer DXY has 

brought the US$/VND down 0.7% ytd to 23,471. In addition, the SBV has 

increased foreign exchange reserves by U$4bn since the beginning of 2023. We 

see downward pressure on the US$/VND exchange rate in 2Q23F as Fed could 

issue more dovish messages on monetary policy at its next meeting in May 23 

due to the increased possibility of a recession. Consequences, we expect 

US$/VND exchange rate to fluctuate between 23,450 - 23,700 in 2Q23F.  Upside 

risks to VND include (1) unexpectedly higher and longer-than-expect inflation 

pressure in the U.S, (2) the stronger-than-expected decline in remittances and 

FDI inflows amid global economic slowdown  

We saw a reversal in SBV’s monetary policy.  

In Mar-23, the SBV had two reductions in its policy interest rates, whereby the 

rediscount rate was cut by 1 percentage point (% pts) to 3.5% per year; the 

refinancing interest rate was reduced by 0.5% pts to 5.5%, the overnight lending 

rate of the SBV for credit institutions was also lowered to 6%/year from 7%/year.  

The SBV also lowered the ceiling interest rate for short-term loans in VND of 

credit institutions for some priority sectors by 1% pts to 4.5%/year. They also 

reduced the maximum interest rate for deposits in VND with terms of less than 

1 month and terms from 1 month to less than 6 months by 0.5% pts.  

We expect the average deposit rate will ease to 7.0% within 2023 

The 12-month deposit interest rates of commercial banks have decreased by 50 

basis points compared to the peak in Jan 23, ranging from 7.1% - 8.4%. We 

expect deposit rates to drop more until the end of 2023, based on the following 

reasons: (1) Fed could end the policy rate hike cycle in 1H23, thereby reducing 

pressure on the VND exchange rate as well as Vietnam's interest rates in 2H23, 

(2) weak lending demand due to economic slowdown and murky residential 

property market and (3) the government promotes public investment thereby 

injecting more money into the economy. We expect the average 12-month 

deposit rate (average of both private banks and state-owned banks) will drop 

another 50 basis points to 7.0% p.a. within 2023. 
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CHARTS IN FOCUS 

Figure 1: Markets now expect Fed to pause rate hikes at May meeting   Figure 2: Markets now expect the Fed to cut rates as early as 2H23 
due to the possibility of a recession. 

 

  

 
   Source: CME GROUP, VNDIRECT RESEARCH   Source: CME GROUP, VNDIRECT RESEARCH 

Figure 3: Most regional currencies strengthen against the US$ (+/- 
% ytd) 

  Figure 4: The US$/VND edged down 0.7% in 1Q23 

 

  

 
   Source: BLOOMBERG, VNDIRECT RESEARCH      Source: BLOOMBERG, VNDIRECT RESEARCH 

Figure 5: Vietnam’s recorded a trade surplus of US$4.1bn in 1Q23 
(vs. trade surplus of US$1.9bn in 1Q22) 

  Figure 6: Vietnam’s import coverage (month) and FX reserves 

 

  

 
Source: Vietnam Customs, GSO, VNDIRECT RESEARCH      Source: GSO, SBV, VNDIRECT RESEARCH 
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CHARTS IN FOCUS 

Figure 7: The SBV cut its policy interest rates twice in Mar-23   Figure 8: Money injected/(withdrawn) by SBV (Unit: VNDbn) 

 

  

 
   Source: SBV, BLOOMBERG, VNDIRECT RESEARCH      Source: BLOOMBERG, VNDIRECT RESEARCH 

Figure 9: The interbank overnight interest dropped sharply in Mar 
23 (Unit: %) 

  Figure 10: Yields on Vietnam’s government bonds extended their 
decline in Mar 23 (Unit: %) 

 

  

 
   Source:BLOOMBERG, VNDIRECT RESEARCH      Source: Commercial banks, VNDIRECT RESEARCH 

Figure 11: The deposit interest rates declined markedly in Feb-Mar 
23 period (Unit: %) 

  Figure 12: 12-month term deposit rates of some commercial banks 
range from 7.1% to 8.4% (%) 

 

  

 
   Source: Commercial banks, VNDIRECT RESEARCH      Source: Commercial banks, VNDIRECT RESEARCH 
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DISCLAIMER 

This report has been written and distributed by Research Department, VNDIRECT Securities Corporation. The information contained in 
this report is prepared from data believed to be correct and reliable at the time of issuance of this report. Unless otherwise stated, this 
report is based upon sources that VNDIRECT considers to be reliable. These sources may include but are not limited to data from the 
stock exchange or market where the subject security is listed, or, where appropriate, any other market. Information on the company(ies) 
are based on published statements, information disclosure and announcements of the company(ies), and information resulting from our 
research. VNDIRECT has no responsibility for the accuracy, adequacy or completeness of such information. 

All estimates, projections, forecasts and expression of opinions contained in this report reflect the personal views and opinions of the 
analyst(s) responsible for the production of this report. These opinions may not represent the views and position of VNDIRECT and may 
change without notice. 

This report has been prepared for information purposes only. The information and opinions in this report should not be considered as an 
offer, recommendation or solicitation to buy or sell the subject securities, related investments or other financial instruments. VNDIRECT 
takes no responsibility for any consequences arising from using the content of this report in any form.  

This report and all of its content belongs to VNDIRECT. No part of this report may be copied or reproduced in any form or redistributed 
in whole or in part, for any purpose without the prior written consent of VNDIRECT. 

 

RECOMMENDATION FRAMEWORK 

Stock Ratings Definition: 

 Add The stock’s total return is expected to reach 15% or higher over the next 12 months. 

 Hold The stock’s total return is expected to be between negative 10% and positive 15% over the next 12 months. 

 Reduce The stock’s total return is expected to fall below negative 10% over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current 

price and (ii) the forward net dividend yields of the stock. Stock price targets have an investment horizon of 12 months. 

  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute 

recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute 

recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute 

recommendation. 
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