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Vietnam; Crunch Time

Lower water levels exposes vulnerabilites of hydropower generation.
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e Amid the dry season in Vietnam this month as temperatures reach record highs of 44 degrees Celsius,
plunging water levels in Vietnam has led to a literal power crunch.

e About 20% of large reservoirs have water levels are too lower for operation by hydropower plants
which generate a third of the country's electricity. Even those who meet the minimum requirement
have low levels and poor flows which do not utilise the full electricity production capacity.

e The severity of the situation has led to the state electricity operator EVN to explicitly communicate
power saving measures which range from reducing street lights usage and billboards for business
to the need for households to maintain air-conditioner temperatures at no lower than 26 degrees
Celsius. The irony is certainly the adverse feedback loop between higher temperatures and the
increased desires for air-conditioning.

e Furthermore, the agricultural sector at 10% of GDP will inadvertently be subject to EI Nino's
tyranny impacting crop yields, export revenues and even domestic food supplies.

e The consequent need for imported coal also puts the EVN’s bottom line under more pressure as the
authorities approved a 3% rise in average retail electricity prices which was effective in early May.
Margin pressures saw the EVN call on coal suppliers to lower prices and delay debt repayment.

e The marginal impact on current account from higher import expenditures as well as diminished crop
supplies and utilities cost on inflation add to an already stressful situation.
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Credit Outstanding (YoY%): Since late-2022 and early 2023, credit growth has slowed remarkably
across all sectors.
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Taking 2019 as a benchmark, trade and industrial sectors are seeing a dearth of credit growth.
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e Unfortunately, credit channels are also subject to restriction as credit growth largely slowed in
March. Relative to 2019 credit growth, the construction sector in fact shows higher credit growth
which underscore the extent of stress and associated assistance needed to alleviate capital issues.

e Meanwhile the likes of the trade and industrial sectors see their credit channels shrink on reportedly
contracting export orders which in turn puts their repayment capabilities in doubt.

e Admittedly, the SBV's earlier measures to lower refinancing rates and allow 1-year loan extension
on repayment may have already provided some relief.

e Nonetheless, the water crisis led power crunch perpetuates the dual risk of high prices and lower
output and accentuates the SBV’s dilemma. This results in the attendant need for SBV to enhance
moral suasion for banks to lower lending rates as well as promote the government 2% loan interest
package for sectors in need.

e Given these difficulties, it was somewhat inevitable that the authorities have characterised that
earlier growth target of 6.5% as challenging with a rising risk of bad debts in their National
Assembly session yesterday.

e Allin, the stage is increasingly set for the SBV to proceed with another rate cut to lower the credit
hurdle and reduce the cost of borrowing. That said, this should be done with an abundance of caution
as the SBV will be wary of triggering VND weakness as rate differentials narrow.
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Important Information

This publication has been prepared by Mizuho Bank, Ltd. (“Mizuho”) and represents the views of the author. It has not been prepared by an
independent research department and it has not been prepared in accordance with legal requirements in any country or jurisdiction designed
to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of
investment research.

Disclaimer

Unless otherwise stated, all views or opinions herein are solely those of the author(s) as of the date of this publication and are not to be
relied upon as authoritative or taken in substitution for the exercise of judgement by any recipient, and are subject to change without notice.
This publication has been prepared by Mizuho solely from publicly available information. Information contained herein and the data
underlying it have been obtained from, or based upon, sources believed by us to be reliable, but no assurance can be given that the
information, data or any computations based thereon are accurate or complete. This publication provides general background information
only. It is information in summary form and does not purport to be complete. This publication has been prepared for information purposes
only and is not intended by Mizuho or its affiliates to constitute investment, legal, accounting, tax or other advice of any kind and all recipients
of this publication are advised to contact independent advisors in order to evaluate the publication, including, without limitation, the suitability
of any security, commodity, futures contract or instrument or related derivative (hereinafter, a “financial instrument”), product or strategy
herein described. This publication is not intended to be relied upon as advice to investors or potential investors and does not take into
account investment objectives, financial situation or needs of any particular investor. It is not intended for persons who are Retail Clients
within the meaning of the United Kingdom’s Financial Conduct Authority rules nor for persons who are restricted in accordance with US,
Japanese, Singapore or any other applicable securities laws.

This publication has been prepared for information purposes only and is not intended by Mizuho to market any financial instrument, product
or service or serve as a recommendation to take or refrain from taking any particular course of action or participate in any trading or other
strategy. This publication is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or any of the assets, businesses
or undertakings described herein, or any other financial instrument, nor is it an offer to participate in any trading or other strategy, nor a
disclosure document under applicable laws, rules, regulations or guidelines. Nothing contained herein is in any way intended by Mizuho or its
affiliates to offer, solicit and/or market any financial instrument, product or service, or to act as any inducement to enter into any contract or
commitment whatsoever. Neither the author, Mizuho nor any affiliate accepts any liability whatsoever with respect to the use of this
publication or its contents or for any errors or omissions herein.

Mizuho and its affiliates, connected companies, employees or clients may take the other side of any order by you, enter into transactions
contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any
securities mentioned herein or derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of
those securities or financial instruments.

All of the information contained in this publication is subject to further modification without prior notice and any and all opinions, forecasts,
projections or forward-looking statements contained herein shall not be relied upon as facts nor relied upon as any indication of future
results. Opinions stated in this publication are subject to change without notice. Future results may materially vary from such opinions,
forecasts, projections or forward-looking statements. The information contained in this publication may not be current due to, among other
things, changes in the financial markets or economic environment. Mizuho has no obligation to update any information contained in this
publication. Past performance is not indicative of future performance.

This is a strictly privileged and confidential publication. This publication contains information addressed only to a specific individual and is not
intended for distribution to, or use by, any person other than the named addressee or any person or entity in any jurisdiction or country where
such distribution or use would be contrary to law or regulation. Save with Mizuho’s prior written consent, you may not disclose, divulge,
reproduce or furnish any information contained herein to any other party. Please notify the sender immediately if you have mistakenly
received this publication.

Singapore: Mizuho is licensed as a bank under the Banking Act (Chapter 19) of Singapore, and is regulated by the Monetary Authority of
Singapore.

Japan: Mizuho is authorised and regulated by the Financial Services Agency of Japan.

United Kingdom / European Economic Area: In the UK, Mizuho is authorised by the Prudential Regulation Authority and subject to regulation
by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of MHBK's regulation
by the Prudential Regulation Authority are available upon request. This publication may also be distributed by Mizuho International plc (“MHI”).
MHI is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority.

United States: This publication is not a “research report” as defined in Commodity Futures Trading Commission (“CFTC”) Regulations 1.71
and 23.605. The content of publications distributed by Mizuho Securities USA Inc. (‘“MSUSA”) is the responsibility of MSUSA. The content of
publications distributed directly to US customers by Mizuho is the responsibility of Mizuho. US investors must effect any order for a security
that is the subject of this report through MSUSA.
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