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COMMENTS ON THE WORLD BANK’S DRAFT ANALYSIS

VIETNAM: MAXIMIZING FINANCE FOR DEVELOPMENT (MFD)

ENERGY INFRASTRUCTURE ASSESSMENT PROGRAM (VN ENERGY INFRA-SAP)
Prepared by Vietnam Business Form
1. 
The World Bank Priority Reform List could reflect the advice of the private sector representative organizations, including specific actions needed from GoVN, timescales and the defines the economic benefits to Vietnam of taking those actions.   The attached list is currently circulating as updated content for June VBF meeting. They could take note of that and add to the report and tangibly align it with the Cascade to Private Investment that is occurring.

 

2. Early consultation and engagement between WB to VBF in assisting with the design and scope of projects like this report is very much appreciated, rollout events could be run in HCMC and Hanoi with notice and engagement between us. That would be in the spirit of the Cascade approach.

	No.
	Reference
	Comments
	Recommendations

	1. 
	Page 7 Description of stock exchange
	Vietnam’s stock market not illiquid. For the past month, daily trading volume has exceeded $350 million, which is higher than Philippines and Malaysia.  It is also not dominated by SOEs. The largest listed company, Vingroup, and several other large companies (Masan, VPBank, VietJet, etc.) have no state ownership. 

	Instead of discounting the stock market (throughout the report) as not being a viable source of capital, it would be better to view it as viable but only for projects that have a proven track record of earnings.

	2. 
	Section 3.1
	The discussion of financing the electricity sector is limited to EVN.  The report briefly mentions the equitization of PVPower in section 3.2 on gas sector instead.  PVPower is a power generator.

	A detailed discussion of PVPower’s equitization should be included in section 3.1.

	3. 
	Section 3.1
	The report mentions that Genco 3 had an unsuccessful IPO without explaining why.
	Provide explanation that the IPO was not successful because the valuation was too high and the company had too much debt.


	4. 
	Table 4
	Several of the plants shown are listed on the stock market.

	The table should include a column for capital raised through stock market offerings.

	5. 
	Page 16
	The report mentions that public debt to GDP rose to 63.3% in 2016.  The figures are out of date.  It declined to 61% in 2017.  This was due to solid GDP growth combined with good expense control by the government several equitizations and divestments which successfully raised funds to repay debt.

	Use 2017 macro data as much as possible throughout the report.

	6. 
	Page 20 final paragraph
	The report sites US$53 billion of international reserves.  It is now $64 billion, equal to 3.5 months of imports.

	Site the updated statistics.

	7. 
	Section 4.2 
	The report states that EVN intends to obtain a credit rating by July 2018.  That is just two months from now.  Is it happening? Will the credit rating be on a stand-alone basis without including government support? It seems unlikely to be a good rating.

	

	8. 
	Page 25, third paragraph
	Similar to earlier comment, the report states that the stock market is relatively undeveloped compared to neighbouring countries. This is not true. There are 1,400 listed companies. Trading volume exceeds Malaysia and Philippines.  Furthermore, Vietnam is far ahead of neighbouring Cambodia, Laos and Myanmar.

	

	9. 
	Annex 1, section 1.1 (4)
	The report inaccurately states that investment into the utility sector has slowed in recent years by quoting it as 4.5% of 2003 GDP vs 3.1% of 2016 GDP.  4.5% of $40 billion GDP in 2003 = $1.8 billion, vs 3.1% x $205 billion GDP in 2016 = $6.4 billion.

	It could say that while 2016 investment into the utility sector was 3.5x what it was in 2003, this increase is actually lower than overall GDP growth.

	10. 
	Annex 1, Section 1.2 (5)
	Again, the report quotes 2016 data regarding foreign reserves.
	As of May 2018, foreign reserves were $64 billion, equalling 3.5 months of imports, which should not raise concerns.


	11. 
	Annex 1, section 1.3
	The report has no mention of Vietnam’s sovereign ratings history or of USD sovereign bond issuance.
	Show a table of historical ratings by Moody’s, S&P and Fitch and give a description of US$ bond issuances.


	12. 
	Annex 2, Graph 2.2
	The data in this graph is wrong. Loan book to GDP is ~120%, not 180%

	Correct the graph.

	13. 
	Annex 2
	The report uses 2016 data throughout
	2017 data is now readily available, especially for sections 2.1.4 and 2.1.7.


	14. 
	Table 3.4
	The report states that the market cap of 31 listed companies in the energy sector is $2.18 billion. The market cap of PVGas alone is now $8.2 billion.  (You also use 2016 market data.)
	Correct the data.

	Others: Vision for Vietnam’s energy plan

	15. 
	Position of Vietnam


	Vietnam as one of the major competitors to be the World Manufacturer center. Vietnam government needs to consider its Energy cost to be relative lower than. The other competitors in Asia.


	

	16. 
	Proposal on the Energy choice and its priority

Hydraulic Energy 


	The current clean Energy and the least expensive Energy.
	

	17. 
	Coal Energy 


	The preferable Energy plan built after Hydaulic Energy was almost full founded.


	

	18. 
	Improving Coal Energy


	· This is the newest equipment for Coal Energy industry. This type of new factory will be getting popular in Japan, Taiwan.

· Although most of the citizens dislike this type of Energy plant due to the previous bad image on earlier built Coal Plant.


	

	19. 
	Gas Energy


	· The next clean energy besides of the Hydraulic Energy.
· Take good use of Vietnam Gas reserves or in the near future from Cambodia reserves to buy it and set up the factory by using the piping to connect reducing the transportation.


	

	20. 
	Solar Energy


	· The third Clean Energy and its cost is going down dramatically.

· This is the most important new Energy for Vietnam to developing. Please check what Japan is doing in UAE and seeking the bigger scale cooperation instead of Solar for Home or smaller scale. The bigger the scale, the less expensive on the cost. The more advance Solar equipment, the output would be much better!

· Seeking the Solar Energy / Farm and provide FIT strategy.

· Seeking the Solar Energy / Fishing Farm and provide FIT strategy.

· Seeking the Solar Energy on Lake and provide FIT strategy.

Through the Automation in management, regular clean will be done easily. The maintenance cost will be going down dramatically.

The other benefits gained:

· Solar to be placed on the water surface can improve its transfer rate due to cooler on the surface and the reflection power of sun.

· The shadow covered by the Solar roof would reduce the water temperature and slowing down the Eutrophication.

· It would be good to maintain water quality or and good for fish farm.


	

	21. 
	Biomass Energy


	The fourth clean Energy and CO2 can be reduced. Vietnam has the great potential on this field. It should be in higher priority than Wind Energy for Vietnam. The cost analysis parameter from the other countries might not be a good reference for Vietnam. Vietnam can refer what Indonesia is doing since they are leading at this moment. The benefits from the biomass is not only on the CO2 reduction but also the land to be improved for the farm’s use. Such as on Soil remediation / Soil Microorganism / wet maintaining / Fertilizer release…etc.


	

	22. 
	Wind Energy


	The fifth clean Energy. But its set up cost is less expensive on land than on off shore. It would depend on the Wind Energy distribution in Vietnam. The better Wind Speed, the better output of the Wind Energy. It is great for Taiwan. But, might not as great for Vietnam. There will be the newest and much better design to be released, so, Vietnam can wait for a while and looking for better choice in design for smart investment in long term.
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