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ABSTRACT--- Vietnam is in the process of developing into a middle-income country in the world. The widespread
epidemic of covid-19 has had a negative impact on most Vietham enterprises. However, the Vietnamese government's
success in disease control has contributed to the recovery of business performance and efficiency. Vietnamese
enterprises used to mobilize capital mainly through banking channels. In recent times, bonds are an important long-
term capital mobilization tool for businesses, helping businesses reduce their dependence on commercial banks. This
article mentions the development of the Viethamese corporate bond market based on the experiences of several
countries around the world.
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1. EXPERIENCE IN DEVELOPING THE KOREAN CORPORATE BOND MARKET

1.1. History of establishment and development

Korea's bond market was formed in the early 1950s when the Government issued Country Construction bonds to promote
economic development and rebuild the country after the war. After that, businesses also started to issue bonds to attract
capital (ADB, 2018). Before 1972, Korean corporate bonds (CBs) were only issued separately by a few large companies.
In 1972, bond guarantees were introduced paving the way for the public issuance of CBs. All publicly issued CBs at that
time were guaranteed by commercial banks (CBs), securities companies (SC) and financial institutions (FI). Until the
mid-1980s, CBs were guaranteed to dominate the Korean CB market. The major investors of CB are investment funds
and banks. The loosening of regulations on CBs led to a sharp increase in corporate bond mobilization (Hwang, 2016).

Credit rating (CR) is an important criterion for investors in making financing decisions

The 1997 Asian financial crisis had a strong impact on the Korean CB market. During the crisis, a number of major
issuers went bankrupt. This caused a deterioration in the asset quality of financial institutions that guaranteed bond
payments and caused the Korean financial market to freeze. The Korean government tried to restructure the CB market
with a series of market infrastructure changes.

Thereafter, the CB market has undergone significant structural changes after the crisis. Unsecured bonds gradually
replace bonds guaranteed by major financial institutions. The CB market is also becoming more diversified with the
introduction of asset-backed securities. This also increases the proportion of foreign investment in the CB market. In
addition, the credit rating (CR) criteria of the bonds have also been changed, following a clearer and more transparent
orientation. Therefore, the Korean CB market has gradually become a market with many high quality bonds. At the same
time, the Government has also implemented many measures to facilitate the issuance of CBs with lower CR: introducing
high-interest bond investment funds, launching the institutional investor market with enough conditions. sue and
encourage liabilities collateralized by low-rated bonds. These measures have encouraged lower ranked companies to raise
more money through the CB market.

1.2. Market situation

The Korean CB market can be considered as an effective long-term capital mobilization channel and continuously grows
steadily over time. In 2000, the scale release CB South Korea reached 292 trillion KRW only has increased more than 4
times, reaching more than 1,200 trillion KRW in 2017.
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The trading size CB Korean growth also amazing in the past. Basically, the transaction size on the secondary market
tends to increase in the period 2000 - 2017. However, it can be seen that 2003 - 2007 was the period when the CB market
reached a low level, the transaction size translation is only between 50,000 - 60,000 billion KRW. In contrast, in 2013,
the transaction market peaked at nearly 190,000 billion KRW. The reason is that during this period, the Korean
Government has implemented a number of policies to increase market transparency, promote bond transactions.

1.3. Major policies

Korea has issued a lot of policies to increase transparency and promote growth in the CB market. Most notably are the
following policies: bond pricing regime; measures by the Ministry of Finance and Economy (MOFE) to develop the bond
market in February 2000 and November 2005; measure by the Financial Supervisory Commission to boost the bond
market in December 2006; measures to improve the primary bond market in October 2011 aimed at developing
investment banks; plans to normalize the bond market in 2012.

After the financial crisischinhAsia, South Korea has introduced the system of valuation at market prices, and gradually
expand the scope of application. The application of this system in determining CB prices is aimed at increasing the
transparency of bond prices. Unlike stocks, each bond issue has characteristics independent from each other even when
the same issuer. Therefore, not all bonds are traded on the market. Therefore, it is difficult to determine bond prices
based on outstanding bonds. These features are incorporated into the market pricing system; Accordingly, bond valuators
are set up to estimate fair value of the bonds and publicize bond prices. In 1999, Korea established 3 bond valuation
agencies, which function in bond valuation and provide bond price information services. This system has contributed to
making the CB market more transparent and the secondary market more efficient (Hwang, 2016).

In 2000, MOFE issued many policies focusing on improving the market structure: (i) streamlining the bond issuance
process; (ii) expanding the role of financial intermediaries in bond transactions; (iii) improving bond issuance and trading
structure; (iv) allow the establishment of the brokerage system and the bond brokerage firms; (v) referral of contract
repurchase transactions. Last two policies were issued to increase the size of bond trading. In addition, the information
disclosure system has been adopted to ensure greater transparency in the bond market. According to the disclosure mode,
securities companies are required to report bond trading data within thirty minutes of making a transaction with the
Financial Investments Association, after which, they must publish the delivery data. Instant translation through its
terminal. These disclosure requirements increase transparency in decentralized bond trading (OTC) and increase
efficiency in the secondary market.

In 2005, MOFE licensed bond management and insurance business underwriting firms. In 2009, the Enterprise Law was
revised to introduce a debt trust system. For guarantee insurance, the Korea Credit Guarantee Fund Law was amended to
allow the Korea Credit Guarantee Fund to guarantee on-time principal and interest payments for bonds. However, these
policies are not really effective in the guaranteed bond market.

In October 2011, a policy was implemented to improve the primary market. The Enterprise Law sets out the procedures
for issuance. In 2011, this Law was amended, allowing businesses to be more proactive in issuing bonds. The amended
Enterprise Law in 2011 applies the mechanism of establishing a bond management company to improve investor
protection. Banks, SC and other Fls in the market can act as a bond regulator. In addition, the 2011 Law on Enterprises
also loosened restrictions on bond issuance and enhanced investor protection, which brought improvements in
institutions to CBs.

When the CB market tightened in 2013, the Korean government announced plans to normalize the entry market by
providing tax benefits to high-yield bond investment funds and promoting investment funds. CB. At the same time, the
Korean government also enacted the Law on financial investment services and capital markets. This Law provides for the
scope of activities related to information disclosed by issuers (issuers), regulations on credit ratings, regulations,
procedures for licensing procedures, registration instructions, and information. periodical announcement, investment
licenses, tax regulations, regulations on handling violations of businesses and investors. The application of the Law on
financial investment services and capital markets aims to regulate and adjust the contents of procedures for registration of
issuance for enterprises, and guide enterprises to fulfill their obligation to provide information. information during
release and post-release licensing. At the same time, this Law also contains regulations and sanctions to prevent activities
related to the provision of false information, abuse, self-seeking of enterprises, and protection of investment
organizations.

2. EXPERIENCE IN DEVELOPING THE THAI CORPORATE BOND MARKET

2.1. Historical background

Before the Asian economic crisis in 1997, CB acted as the main financial intermediary, the main source of capital for
businesses. The size of Thailand's CB market at that time was quite small and undeveloped (ADB, 2012). Ruengvirayudh
and Panyanul (2006) argue that nine consecutive years of fiscal surpluses between 1988 and 1996 create no incentive for
the government to undertake frequent and significant problems of government bonds. Limited supply of government
bonds has hampered the development of the risk-free standard, which is the basis for bond issuers to value their bonds,
thus hindering the development of the CB market. . The 1997 crisis was exacerbated by the imbalance in the structure
and operation of the Thai financial market. With limited financing options in bank loans, businesses in Thailand face a
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serious liquidity crisis as the banking industry ceases lending in the midst of poor lending rates. high, thus, accelerating
the economic recession. The Thai government made extra efforts to boost the domestic bond market by adopting a
number of measures, including legal amendments and institutional reform (Srinopnikom, 2011).

2.2. Market situation

Due to the application of certain measures by the Thai Government, the Thai CB market started to develop steadily after
the financial crisis in 1997. Scale of CB issuance in the primary market Gradually increasing, from more than 140 billion
THB in 1997 to more than 20 times, reaching 3,083 billion THB in 2017. In the

first phase after the financial crisis, the number of large enterprises with good potential could meet the The strict
requirements of CR agencies are not much, leading to higher costs of issuing CBs than for bank loans (Ruengvirayudh
and Panyanul, 2006). Therefore, in the period 1997 - 2002, only a few firms were able to issue bonds.

On the secondary market, the size of the bond transaction is not stable for a relatively long time. From 2011 up to now,
the CB transaction size tends to grow relatively stable and has the best growth rate. Transaction size reached 51 billion
THB in 2011 and increased to 269 billion THB in 2017. However, compared with the current size of bonds, the
transaction size of CB Thailand is still very small.

2.3. The main policies

Bank of Thailand (BoT) oversees the operations of banking and financial businesses while the Securities and Exchange
Commission (SEC) oversees the primary and secondary markets for business. stock. Issuance and offering of securities
are governed by the Securities and Exchange Act of 1992.

The Thai Bond Market Association (BMA), as regulated by the SEC, acts as a self-regulatory body with Market
surveillance powers cooperate with the inspection and enforcement functions of the SEC. The BMA is responsible for
establishing market conventions, best practices, and codes of conduct. SEC regulations stipulate that all agent
transactions must be reported to BMA in a timely manner, currently at 30 minutes of transaction, in order for BMA to
disseminate market information on its website.

To promote a degree of professionalism and ensure fairness and order in the bond market, SEC regulations require all
bond traders to register with the BMA. To apply, the investor must meet the set criteria and pass the registered
examination managed by BMA. The BMA will be responsible for ensuring that, the trading activities of registered
investors comply with the Ethics and Rules and Behavior established for the bond market.

Businesses that issue bonds through a public offering must obtain approval from the SEC. Most companies usually
appoint financial advisor, underwriter and sales agent to help them with underwriting processes issues while applying for
SEC approval. The Financial Advisor will assist the issuer in obtaining issuance approval, including providing certain
data and information to the CR process. Financial advisors and underwriters are usually the same company, most of
whom are CBs. In the case of a public offering, there is no limit to the number of issues available to an issuer. However,
CR must be made prior to release. Issuers are also required to register to issue with BMA within one month of issuance.
In the case of a private placement, the above requirements will be canceled if the enterprise can satisfy one of the
following conditions: (i) there are less than ten investors participating in the issue; (ii) the total issue value is less than
100 million THB; (iii) issue bonds sold to creditors for corporate restructuring proposals; or (iv) the SEC has issued a
special waiver. Businesses will have fewer obligations than with a public offer, such as CR exemptions. However, the
documents related to the issuance cannot be made publicly available, but only to specific investors. The intermediaries in
the primary market are agents, with the function of distributing bonds issued from the issuer to investors. Usually, dealers
buy newly issued bonds and resell them to the public. In the event that the value of the issue is very large, the dealer will
set up an organization to underwrite the issue.

Activities on the secondary market include OTC and concentration. Before the establishment of the E-bond Exchange,
bonds were traded through the OTC market, which was only allowed for institutional investors. As a result, retail
investors were previously excluded from the OTC market. The creation of an Electronic Bond Exchange, which has an
electronic trading platform as a major feature, has introduced investors to an additional investment tool and diversified
benefits. Under the Securities and Exchange Act, investors are required to submit their quotes through authorized agents
to buy or trade bonds in the Bond E-Commerce Exchange. For the OTC market, the stock exchange system, introduced
by the Stock Exchange of Thailand on March 1, 2006 as a platform for agency trading and wholesale client trading. . On
this system, the customer cannot post his bid to quote, but is allowed to submit quote request to multiple agents at the
same time and can conduct offline negotiations.
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Figure 1. Size of bond markets in the region (%6GDP)
(Source: Asian Development Bank - ADB)

3. CURRENT SITUATION OF VIETNAM CORPARATE BOND ISSUANCE

The corporate bond market is a capital mobilization channel for enterprises to develop production and business.
Corporate bonds are issued in 2 forms, including (i) issued to the public (ii) privately issued.
- For individual corporate bonds:
+ Issuing purpose: The enterprise issues bonds to
(i) investin programs and projects
(if) (i) Increases the scale of working capital (iii) Debt restructuring.

+ Regarding the method of issuance: corporate bonds are issued in one of three modes: bidding, guarantee; retail (only
for issuers that are credit institutions).

- For corporate bonds to be issued to the public, offering conditions and registration documents shall comply with the
Law on Securities, Decree 58/2012/ND-CP guiding the implementation of a number of articles. Law on Securities and
the Law amending and supplementing a number of articles of the Law on Securities and Decree 60/2014/ND-CP
amending and supplementing a number of articles of Decree No. 58/2012 / ND-CP. For the CB market, the legal corridor
has been gradually added and completed, Decree 81 was issued and comes into effect from September 1, 2020 with basic
amendments to issuance conditions and limitations. the scale of the private placement is suitable to the capital scale of
the enterprise, ...

Since the effective date of Decree 81, there have been some strong fluctuations in the issuance of corporate bonds in both
issuance size and period. issuance deadline and release structure. Corporate bond issuance increased strongly in the first
two months of Q3 before cooling down in September when Decree 81 came into effect. The total value of corporate
bonds successfully mobilized in the first 9 months of the year reached over VND 343 trillion, up 83% over the same
period in 2019. The average term of bonds issued in the period is 4.1 years. while the average interest rate is 9.3% / year.
Bonds of the real estate group accounted for 48% of the issue, followed by the banking group with 29%.

Regarding the issuance scale, due to stricter regulations on issuing conditions, the situation of CB issuance has a strong
downward trend. Regarding issuance term, it shows that enterprises tend to focus on medium and long term terms
compared to many short-term issuance as before.

Regarding the issuance structure, there is a change in the share of issuance among business groups. Specifically, the
group with the largest proportion of CB issuance moved from real estate businesses to the credit institution sector in
September and October 2020.

Decree 81/2020 / ND - CP coming into effect from September 2020 has significantly reduced the amount of bonds issued
in the last month of the third quarter. However, the previous August saw a huge amount of bonds issued, up to nearly 95
trillion. VND, more than 3 times higher than the same period as businesses took advantage of the last time before new
regulations tightened bond issuance conditions. As a result, in the third quarter, there were 167.1 trillion dong of CBs
issued, an increase of about 97% compared to the third quarter of 2019, of which $ 75 million of bonds were issued to
the international market.

In the first 9 months of 2020, Vietnamese businesses issued 343.3 trillion CBs, of which about 95% were through private
channels. The weighted average maturity of the bonds is 4.1 years, while the interest rate is 9.3% / year. The Covid-19
epidemic had
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a profound effect on the whole economy, and business activities were stagnant. Credit growth is also

quite weak partly because of tight loan conditions, so businesses turn to issuing CBs with more breathing conditions. The
CB portfolio at many banks has increased dramatically this year.

On July 28, HNX issued Document No. 384/QD-SGDHN on the Regulation on operation of the corporate bond
information website. Accordingly, some information will no longer be published to ensure confidentiality such as interest
rates and buyers. Thus, interest rate trends are no longer easily identifiable.

The Real Estate group is the leading industry in bond issuance in Q3 and 9 months. In the third quarter alone, this group
issued 80 trillion dong CB, and from the beginning of the year, the amount of bonds mobilized was 163.3 trillion dong,
accounting for 48% of the total number of bonds issued. The weighted average interest rate of real estate bonds is 10.5%
[ year while the average term is 3.6 years.

The second group in terms of volume of bonds issued are banks. In the last 3 months, banks have issued 50.6 trillion
dong of bonds. In total, in the first 9 months of the year, there were 19 different banks mobilizing 99 trillion dong of
bonds, the rate of 29%. In addition to familiar domestic banks, the list of issuers appearing for the first time is an
international bank, HSBC Vietnam. Weighted average maturity of bank bonds is 4.7 years. The average interest rate is
6.6% / year.

This year, enterprises in the Electricity / Water sector also actively mobilized capital through the bond channel with 26.2
trillion VND in 9 months. The typical feature of this group bond is the long term, 7-year average, much higher than the
average because power plants need a longer time to pay back their capital. Because of the long term, the interest rate is
also relatively high, about 10.5% / year.

Securities companies have also increased bond mobilization during the time to supplement capital for margin lending
business, in the context that the stock market is recovering from the bottom of March. In 9 months, securities companies
CB issued 6.2 trillion dong, of which more than half were issued in the third quarter. The term and interest rate of bonds
are also not large, averaging just 2 years and 8.8% / year, respectively. .

Other businesses issued 48.6 trillion dong of bonds since the beginning of the year, mainly in the construction,
manufacturing and retail sectors. Bonds have a 3-year term on average and yield 10% per year, of which construction /
infrastructure and other finance groups have shorter maturities but higher interest rates than the rest.

Currently, the State Bank is drafting a Circular regulating credit institutions and foreign bank branches to buy and sell
corporate bonds. In particular, there is a regulation that CBs can only buy CBs when they have a bad debt ratio of less
than 3% according to the audited financial statements of the preceding year. In addition, CBs are not allowed to buy
bonds of issuers that have incurred bad debts within the last 12 months. In particular, CBs are not allowed to buy
corporate bonds for the purpose of contributing capital or buying shares in other businesses. If this regulation is passed,
the market situation for CBs may continue to change as currently CB buyers are mainly banks.
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Figure 2. Volume of corporate bonds successfully offered for sale and issued
(trillion VND)
(Source: HNX, FiinPro, MBS Research compiled)
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Figure 3. Average coupon rate of bonds issued in 2020 by business group Enterprise (%o/year)
(Source: HNX, FiinPro, MBS Research compiled)
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Figure 4. Average maturity of bonds issued in 2020 by business group (years)
(Source: HNX, FiinPro, MBS Research compiled)
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Figure 5. Industry group structure of issuing CB from the beginning of 2020 (trillion VND)
(Source: HNX, FiinPro, MBS Research compiled)
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Figure 6. Outstanding debt in the Vietnamese bond market in the quarters (trillion VND)
(Source: HNX, FiinPro, MBS Research compiled)

4. LESSONS LEARNED FOR VIETNAM CORPORATE BOND MARKET

Firstly,compared with government bonds, the risk of CB is usually higher. This leads to lower issuance capacity
and liquidity of CBs. In order for investors to have a solid basis in their decision making, it is essential to ensure
transparency of information. Information about the credit rating, price, ... of the bonds should be widely publicized,
ensuring the accessibility of investors. In Vietnam, access to information about CBs is still very limited and difficult.
Therefore, it is necessary to have a main focal point that synthesizes all information about CBs. This helps to concentrate
information, facilitate the access and exploitation of information by interested parties. Here will perform to synthesize,
classify and process this information in a reasonable way. Some information may need to be made publicly available in
easily accessible mass media. Some information may be provided upon request by investors or organizations or
individuals in need.

Second, information is the primary factor that plays an important role in the decision making of market
participants. In Vietnam today, in the law on bond issuance, there are regulations that the businesses issuing bonds must
disclose basic information about businesses and bonds to investors, to the House Securities Commission. country,
Ministry of Finance. However, the information was not made public. Finding or accessing information about corporate
bond issuance and trading, especially private placement, is very difficult. Furthermore, private issuers are not allowed to
disclose information on the Internet to invite investors to participate. This is the difference with many developed CB
markets when countries try to make this information transparent. Therefore, it is necessary to add regulations on
information disclosure of bond issuers, including both private and public issues. These businesses need to proactively
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notify all relevant information about bonds to regulators and investors. For a public issuance, information should be
publicly disclosed before and after it is published on the website of the issuer and the Stock Exchange. For a private
release, information should be made publicly available immediately after release. Adequate and transparent information
also helps CR businesses have a reliable basis in performing business ratings and bonds according to international
standards, facilitating increased liquidity and market size.

Third, CB credit rating is an important criterion for investors in making funding decisions. In countries with
developed CB markets, business rating in general and bond rating in particular are mandatory requirements when issuing
bonds. This rating is performed by professional credit rating agencies. In Vietnam, there is currently no bond rating
activity. Currently, Saigon Phat Thinh Rating Joint Stock Company is the next Vietnamese organization licensed to
operate in this field. However, the operation of this business is still quite fuzzy, failing to meet the information
requirements of investors in the market. The government may issue a regulation that businesses are required to carry out
CR bonds prior to issuance. The CR needs to be done by reputable CR organizations that perform the ranking
methodically, according to international standards. In addition, this will also create favorable conditions for bonds of
Vietnamese businesses to be listed in international markets.

Fourth, enhancing the publicity and transparency in corporate bond issuance activities at the Hanoi Stock
Exchange (HNX). For the CB market, the legal framework continues to be improved to help the market to have more
sustainable development steps, which will have a significant impact on the bond market, typically the Securities Law
2019 takes effect from the date of 1-1-2021. In order to enhance the transparency in the market, HNX needs to put the
CB information site into official operation, which will help investors access the information faster, more easily and
comprehensively, in addition, the website needs to be built. built and developed according to international standards such
as the United States, Korea ... The CB information site is organized to provide investors with information about corporate
bonds issued separately by enterprises according to regulations. in Decree 163/2018 / ND-CP.

Fifth, the CB information site needs to disclose the basic contents of all CBs of individual issuers, to serve the
needs of all information inquiries. object of investors, as well as for the statistical work, reporting on the
individualissuance CBs. In addition, it is necessary to conduct research on the CB secondary transaction market,
complete the legal framework for the organization of transactions for private issuance CB transactions.
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