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It was less than fifteen years ago that the Vietnamese 
stock market comprised fewer than two dozen stocks 
valued in total at less than USD200 million. Today, 
there are three stock markets and a total market 
capitalisation of around USD160 billion. Just over one 
year ago Vietnam introduced its first futures contract 
on an equity index. Is this the precursor of a more 
diverse and vibrant derivatives market?

These were the topics discussed:

  What are derivatives?
  How might the market in Vietnam develop?
  Are derivatives a scary proposition in Vietnam?
  What’s the potential role of derivatives in wealth management?
  How did the derivatives market develop elsewhere?
  How are derivatives and structured products used elsewhere in wealth 

management?

https://hubbis.com/article/what-role-will-derivatives-play-in-vietnamese-wealth-management
https://hubbis.com/event/vietnam-wealth-management-forum-2018-2018-9-13/
https://hubbis.com/event/vietnam-wealth-management-forum-2018-2018-9-13/eventHighlights
https://hubbis.com/event/vietnam-wealth-management-forum-2018-2018-9-13/gallery
https://hubbis.com/video/vietnam-wealth-management-forum-2018-highlights-2018-10-5
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EXECUTIVE SUMMARY

Like the underlying capital markets themselves, 

there are many areas of development required for 

the nascent Vietnamese wealth management market 

to emerge into the mainstream. One area, subject to 

regulatory liberalisation, market evolution and expanded 

infrastructure, is the use of derivatives and structured 

products, which have been playing a growing role in the 

more developed of Asia's markets. 

Equity index futures have been available for just over 

one year in Vietnam and are growing in visibility, but 

this is but a very tentative first step. If the market is to 

develop further, it must be carefully and deliberately 

managed and nurtured, while the proclivity of relatively 

unsophisticated Vietnamese retail - including wealthy 

- investors for taking on unnecessary and poorly 

understood risks must be sidestepped through graduated 

liberalisation and widespread financial market education.

A panel of experts at the Hubbis Vietnam Wealth 

Management Forum pondered the merits of the expansion 

of the embryonic derivatives market in Vietnam.

THE FIFTH PANEL DISCUSSION OF THE HUBBIS 
Vietnam Wealth Management Forum 
began with a beginner’s guide to deriva-
tive instruments, for the benefit of the 

delegates who were less familiar with the instru-
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ments. An expert explained that a derivative is an 
instrument that is derived from an underlying 
instrument. A futures contract will be derived 
from the underlying index or equity or fixed 
income instrument, for example. “This might not 
be the precise definition, but it helps laymen 
understand roughly what these are,” explained 
this panellist.
 “As I understand it here in Vietnam,” remarked 
another pane member, “the stock market is fairly 
basic, but for the past couple of years, you now 
can buy structured contracts on an equity index, 
and that, of course, is a derivative instrument. 
What this means is there is more flexibility for 
investors to change their risk-return profile.”
 In the context of wealth management in the 
region, investors might, for example, buy notes 
issued by a bank, but with a payoff related to the 
performance of the equities on the stock market. 
These are effectively bonds which have equity 
characteristics, but which are repaid as bonds.

Evolving the risk-return equation
Another panellist noted that derivatives used to 
be mostly for hedging. “Now,” he commented, 
“we use the derivative structure mostly to trans-
late an underlying and to optimise the risk-return 
profile of that underlying asset. What we see in 
Asia and in Europe is that the wealth management 
industry is using this kind of product to generate a 
different type of risk-return profile to sell different 
products to their clients.”
 Another expert highlighted the value of deriva-
tives for enhancing liquidity. “They increase the 

Source: Vietnam Wealth Management Forum

DO YOU ACTIVELY SELL FUNDS TO YOUR CLIENTS TODAY

55%

45%
No

probability that you can hedge yourself against 
market downturns or market upsides,” he observed. 
“In Vietnam, we have seen the futures market rising 
gradually since the contract on the VN30 index was 
introduced in August 2017, with people using that to 
hedge or to speculate. We estimate about 80% of 
turnover is retail, with rising interest from foreign 
institutional investors. Contracts have risen from 
around 2000 open interest contracts in the VN30 
Index last November to about 17,000 contracts now, 
so turnover sometimes matches the daily turnover 
of the cash market. We now need to see some 
options being created either on individual stocks or 
on an index.”
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Market infrastructure at the earliest 
stage
A panellist agreed, adding that as futures have 
been available in Vietnam for only just over a 
year, hence the very low participation thus far 
from foreign investors. “An impediment is not the 
regulatory environment,” he explained, “but the 
custodian infrastructures, because they are not 
clearing members here, so we will have to deposit 
cash in an unsegregated account with one of the 
local brokers, not an ideal solution.”

 He also noted that the Vietnamese authorities 
had recently commented that they would like to 
see more derivatives contracts introduced to 
increase foreign participation in the market. 
“However, the market needs more product and 
also a plan where the foreign participants are 
included in the discussion with the market and 
regulators; that has not really happened so far.”
 One expert noted that in Asia there are three 
types of products designed for leveraging returns, 
for protection and the third type which has become 
prevalent in Asia, which transforms the risk profile 

Source: Vietnam Wealth Management Forum

DO YOUR CLIENTS THINK LONG TERM WHEN THEY INVEST?

Yes

61%

39%
No

OLIVIER ROBINE
Commerzbank

“HOWEVER, THE MARKET NEEDS 
MORE PRODUCT AND ALSO A 
PLAN WHERE THE FOREIGN PAR-
TICIPANTS ARE INCLUDED IN THE 
DISCUSSION WITH THE MARKET 
AND REGULATORS; THAT HAS NOT 
REALLY HAPPENED SO FAR.”

of the underlying into a yield. “What has happened 
in most countries of the region is that rates have 
been going down over the last 10 years and investors 
have wanted to re-create higher returns and they can 
achieve that through those products, very often 
through auto-callable structures.”

Deposit rates still healthy for the wealthy
“Could that happen here,” he then asked, rhetori-
cally. “The regulator would have to approve but 
fundamentally the interest rate environment is still 
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quite attractive, as depositors can leave money in 
the bank earning 7.5% for end users to basically 
leave their money in the deposit box at 7.5%, which 
will be a key impediment to the development of 
derivatives for the wealth management industry.”

 The market certainly needs careful nurturing. 
For example, one expert noted that just before the 
1987 global market crash the Hong Kong futures 
market was the second biggest in the world and 
then within a few weeks it was ‘bust’, he recalled. 
“There were many areas of that market that 
needed far better control and practices,” he 
reported, “and today Vietnam’s market must 
develop along the lines of best practices, as the 
stock market has done. We need the international 
custodial community to get behind the market 
here, for example. Will that happen? Yes, if we 
make enough noise.”

Education first, market growth second
A word of caution came from another guest who 
noted that the education process must be handled 
properly so that investors buy these products for 

the right reasons. If not, then when the market 
turns there could be some nasty consequences. 
“The regulator has this in mind in their approach, 
especially related to retail investors.”
 A derivatives expert highlighted that if investors 
buy products issued by a bank they automatically 
have counterparty risk. That credit risk exposure is 
certainly one of the largest concerns for the client.”

A long journey
“We have been closely involved in this market for 14 
years,” noted one panel member. “All those years 
ago there were 22 stocks with a total value of 
USD160 million and turnover of USD75000 a day 
during the one hour the market was open, three 
days a week. Fourteen years down the road, we have 
three stock markets, 1400 listed stocks including the 
unlisted public companies’ market and the com-
bined market valuation is now around USD160 
billion and turnover more than USD200 million a 
day. We now want to use futures or other derivative 
products that are available so that we can offer more 
products. We are on the right course, and the 
government has done an excellent job in helping the 
markets reach this point today. It will be a major 
boost for the market here is MSCI re-designate 
Vietnam as an emerging market country.”
 The panel discussion closed with experts ex-
pressing hope that the authorities will open the 
domestic market to foreign investments, although 
one expert on the region noted that many Asian 
countries still have tight controls in order to 
manage the economy and for fear of capital flight in 
any downturn. 

“AND TODAY VIETNAM’S MARKET 
MUST DEVELOP ALONG THE LINES 
OF BEST PRACTICES, AS THE 
STOCK MARKET HAS DONE. WE 
NEED THE INTERNATIONAL CUS-
TODIAL COMMUNITY TO GET 
BEHIND THE MARKET HERE,”
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