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What are the biggest trends for
banks around the world right
now, including  Vietnam?

l Garvey: The emerging
focus areas are, firstly, new dig-
ital competitors and how to deal
with market disruption, and
secondly, how to transform the
current workforce for the digi-
tal age. In many places, the
third major item on the minds
of executives is around re-es-
tablishing trust between finan-
cial institutions, the broader
populace, and regulators. That
is what is driving major efforts
around digitisation. With
legacy financial institutions,
there is a lot of work that we are
doing on workforce transfor-
mation.

l Dennis: The global
trends are only a very short way
away from hitting Vietnam.
Many Vietnamese banks are
trying to digitise their busi-
nesses to be more customer-
centric, with faster customer
services. A lot of technology is
being purchased and imple-
mented, and more banks are

transforming their workforce
for the digital age. Cybersecu-
rity and anti-money laundering
regulations are also high on the
agenda at Vietnamese banks,
similar to their global peers. So
what is happening here does
not deviate much from the
global trends.

On the global scale, how are
banks affected by fintech? Is it
a friend or foe for banks?

l Garvey: There are three
international trends in this area.
First, most fintech firms have
become partners to banks, in-
stead of becoming competitors,
so they are indirectly regulated
through the banks. The banks
are supposed to be responsible
for the entire chain, including
where the fintech firms operate.

Second, fintech companies
that are not co-operating with
banks have become digital-only
banks and are subject to the full
set of regulations just like
brick-and-mortar lenders. 

Third, regulators in many
countries are creating special li-
censes for limited-use fintech
banks that are different from
normal brick-and-mortar ones.

Take Apple Pay as an ex-
ample. Banks spent several
months figuring whether Apple
is a partner or a competitor and

vice versa. Ultimately, Apple
decided that it did not want to
be regulated like a bank and re-
alised that it had to partner with
banks. Likewise, banks realised
that Apple was not taking rev-
enue away from them. Apple
was actually facilitating addi-
tional payment flows towards
its favourite lenders. That is a
concrete example of how fin-
tech firms and banks started off
not knowing whether they were
friend or foe and then ended up
partnering with each other.

What about the Vietnamese
fintech sector? How do you
see it progressing in the near
future?

l Dennis: Fintech firms
have received quite a lot of at-
tention in Vietnam lately,
thanks to their success in pro-
moting different  platforms for
payment,  personal finance, and
investment activities. The reg-
ulatory framework for their op-
erations has been gradually
improved to allow for more ac-
cessibility and reliability. The
State Bank of Vietnam has also
set up a Fintech Steering Com-
mittee aimed at encouraging
the development of fintech
companies in  Vietnam.

Still, Vietnam currently has
a lower level of fintech devel-

opment than Asian neighbours,
as is evident in the lower num-
ber of fintech companies oper-
ating here. Part of the reason is
that investment capital has not
been available. There is also
some concern around the bilat-
eral use of cloud services,
whereas fintech firms essen-
tially need cloud services to be
effective.

l Garvey: To follow up on
that point, I think it is a critical
question of the regulators get-
ting comfortable with the use of
the public cloud and the banks
understanding how to better
control and secure it. Therefore,
measures like data masking are
very important. In Singapore,
for example, the Monetary Au-
thority of Singapore has re-
cently allowed local banks to
use the public cloud as long as
the data is anonymised, mean-
ing that the personally identifi-
able pieces of information are
taken out. Of course, this would
require more work in terms of
the infrastructure, the design of
the end-to-end services to
clients, and security and pri-
vacy laws.

How can banks, including
those in Vietnam, adopt a cus-
tomer-oriented mindset in
their operations?

l Garvey: There are a
number of actions we see glob-
ally to improve client-centric-
ity. First, banks are becoming
less product- focused as they
move  towards adopting cus-
tomer lifetime value modelling
and measurement. Second, they
are putting all forms of distribu-
tion under common  control,
from branches and telephone to
mobile. Third, regulation in

many countries is driving better
behaviour, in areas such as fair
lending and complaints. All of
these changes require much
better controls and changes in
culture and business models.
Lastly, digitisation in banks is
focusing on the customer expe-
rience, from integration of fin-
tech firms and leveraging social
meeting to better monitoring of
social media platforms.

l Dennis: What is impor-
tant is for banks to look at the
lifestyle of each customer and
understand what needs or am-
bitions they have, whether it is
to buy a car, buy an apartment
or start a family. Banks should
be in a position to help the cus-
tomer achieve those personal
goals through the use of their
services, such as savings, loans,
life insurance or third-party
products like health insurance.

Further, banks should be
able to envision the needs of the
customer and offer  respective
services even  before the cus-
tomer knows or asks for them.
This is possible through proac-
tive data  analytics-driven cus-
tomer  insights, enabled by
smart technologies and very
often by partnering with fintech
companies or other solution
providers.

How do you think free trade
agreements like the Compre-
hensive and  Progressive
Agreement for Trans-Pacific
Partnership (CPTPP) will af-
fect the global banking sector
and Vietnam?

l Garvey: Since the global
financial crisis, banking has
transitioned from being interna-
tional to being much more na-
tional and regional. This

de-globalisation is mostly be-
cause of regulations around a
number of elements, including
capital. Looking at it in a sim-
plified way, banks used to be
able to put capital in one place
and dynamically allocate it to
different countries, depending
on the business needs. Now,
banks have to put fixed capital
in every country they do busi-
ness in. So I do not think trade
agreements would be a big fac-
tor in terms of opening cross-
border banking. As long as you
have different regulators and
different  capital rules, banking
will mostly remain a local or
 regional thing.

l Dennis: Yet from an op-
erational sense, with the free
trade  agreements coming into
force, there will be more oppor-
tunities for trade of goods and
services across borders. At the
moment, the sophistication of
the trade finance systems and
services in Vietnam are low. So
there is significant room for
Vietnamese banks to enhance
those  services. They can auto-
mate and digitise lease, credit,
and trade finance, among oth-
ers. Banks can introduce more
 sophisticated services that will
be demanded by  importers and
exporters. If you look at the
service revenues of local banks,
they have grown very fast in
 recent years. The cost of  capital
is low so interest  revenues have
not grown very strongly, but
many banks recorded service
 revenue growths of 20-40 per
cent last year. Thus, I think that
trade finance, lease, and credit
will continue to be big growth
opportunities for Vietnamese
banks because of the trade
agreements.n
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By Nam Phuong 

Vietnam’s quest to gain an
emerging market status may
soon become reality with the
new Law on Securities and
other bold efforts to open up the
equities market. 

At a recent analyst meeting
in Ho Chi Minh City, a repre-
sentative from the State Secu-
rities Commission (SSC)
noted that the country is
looking at a 2025 market
upgrade by both Morgan
Stanley Capital International
(MSCI) and FTSE Russell. Vu
Chi Dung, director of the Inter-
national Co-operation Depart-
ment at the SSC, said the
regulators have held various
meetings with FTSE Russell to
understand what needs to be

done for Vietnam to receive
the long-awaited emerging
market  certification.

“We’re happy to discuss
directly and in detail with the
market classificators. Their
input is also very important for
us to adjust the Law on Securi-
ties this year,” said Dung.

He emphasised that Viet-
nam has met quantitative re-
quirements, and that it is
qualitative criteria that the
country is required to improve. 

Dung acknowledged that
foreign funders still feel a
disadvantage against domestic
investors due to the lack of
information disclosure in
detailed English and in a timely
fashion.

“Most Vietnamese compa-
nies have yet adopted an

international financial reporting
system yet, making it difficult
for investors to read their busi-
ness reports,” added Dung.

The SSC is taking in feed-
back to prepare for its revised
Law on Securities which will
be presented to the National
Assembly this November. The
bill is considered Vietnam’s
boldest effort to gain an
emerging market status, as
most of the revisions are
based on MSCI and FTSE
Russell criteria.    

Investors are also looking
forward to the upcoming Viet-
nam Stock Exchange, slated to
launch in 2020. This entity will
regulate the Hanoi and Ho Chi
Minh stock exchanges, and a
new index called VNX50 will
be introduced to the market.

Investors can also visit an on-
line platform to access infor-
mation on the foreign
ownership limit (FOL) at pub-
lic Vietnamese companies. 

According to Military Bank
Securities, at least $4.5 billion
of capital will flow to Viet-
nam’s bourses when the coun-
try gains an emerging market
status, and six Vietnamese blue-
chips might be included in the
MSCI Emerging Market Index.

A recent report by Bao Viet
Securities forecast that Vietnam
might be upgraded into a sec-
ondary emerging market by
FTSE Russell in March 2020,
after the Law on Securities is
passed. As it may take a while
for actively managed funds to
change their strategy or set up a
separate Vietnamese fund, the

immediate effect will be seen
with exchange-traded funds
(ETFs) because they passively
track the indexes. 

In particular, at least $375.3
million of capital from ETFs
that follow the FTSE Russell
will immediately flow into
Vietnam. Similarly, ETFs that
track the MSCI indexes will
pour $857 million into the
country. In total, at least $1.2
billion of passive capital is
likely to find their way to Viet-
nam right after the market up-
grade, said the analysts.  

According to PXP Asset
Management, Vietnam is the
strongest candidate for the
MSCI upgrade due to its own
merits. However, PXP pointed
out that Vietnam still confuses
investors with its FOL rules.

On one hand, the new Law
on Securities suggests that pub-
lic companies by default have
no FOL, unless it operates in a
conditional sector and its board
does not want to relax the cap.
On the other hand, conflicts in
Vietnam’s laws have discour-
aged companies from scrapping
the limit. In particular, some
companies are afraid that they
may be treated as a foreign en-
tity if their FOL surpasses 51
per cent.

“The FOL takes up 80 per
cent of the headache for inter-
national investors,” said Do-
minic Scriven, executive
chairman of Dragon Capital
Group. He suggested Vietnam
should introduce non-voting
depository rights like Thailand
in order to address the issue.n

Revisions on way to reach emerging market status


