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Abstract

Over recent years, software industry in Viet Nam has reached a lot of achievements.
Under the volatility of stock price, and changes in macro factors such as inflation
and interest rates, the well-established banking market in Viet Nam has many efforts
to recover and grow from the crisis 2008. This study analyzes the impacts of 3
factors: competitor size, tax rate policy and leverage on market risk for the listed
firms in the banking industry as it becomes necessary. First, by using quantitative
and analytical methods to estimate asset and equity beta of total 9 listed companies
in Viet Nam banking industry with a proper traditional model, we found out that
the beta values, in general, for many companies are acceptable. Second, under 3
different scenarios of changing tax rates (20%, 25% and 28%), we recognized that
the largest dispersion of risk measured by equity beta var of 0,232 when Financial
leverage up 30%, tax rate up 28% and smaller size competitors chosen. Third, by
changing tax rates in 3 scenarios (25%, 20% and 28%), this study identified that the
risk dispersion level in this sample study could be minimized in case the financial
leverage down 20% and tax rate up 28% and current size competitors (measured by
equity beta var of 0,001). Finally, this paper provides some outcomes that could
provide companies and government more evidence in establishing their policies in
governance.

Keywords: risk management, asset beta, financial crisis, corporate tax, leverage,
competitive firm size

JEL Classification Numbers: G010, G390
1 Introduction

Throughout many recent years, Viet Nam banking market is evaluated as one
of active markets, which has certain positive effect for the economy.
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There are many components which affect the risk level of these firms
including, but not limit to, external factors (tax rates, interest rates, competitors...)
and internal factors (management, leverage, technology, strategy,...). The scope of
this paperwork covers the influence of 3 factors on the market risk of these listed
companies, including: tax rates, financial leverage or external financing, and the
competitive firm size.

The organization of paper contents is as following. As our previous series of
paper, the research issues and literature review will be covered in next sessions 2.1
and 2.2, for a short summary. Then, methodology and conceptual theories are
introduced in session 2.3 and 2.4. Session 3.1 describes the data in empirical analysis.
Session 3.2 presents empirical results and findings. Then, session 4 will conclude
with some policy suggestions. This paper also supports readers with references,
exhibits and relevant web sources.

2. Preliminary Notes
2.1 Research Issues
Among the research areas of the paperwork are:

Issue 1: Whether the risk level of banking firms under the different changing
scenarios of tax rates increase or decrease so much?

Issue 2: Because Viet Nam is an emerging and immature financial market and the
stock market still in the starting stage, whether the dispersed distribution of beta
values become large in the different changing scenarios of leverage estimated in the
banking industry.

Issue 3: Whether the risk level of banking firms under the different changing
scenarios of competitive firm size increase or decrease so much?

2.2 Literature Review
John (1999) mentions a two-rate tax system where land is taxed at a higher

rate than structures in his research on two-rate property tax effects on land
development.
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Smith (2004) mentions in Chicago, properties located in a designated TIF
(tax increment financing) district will exhibit higher rates of appreciation after the
area is designated a qualifying TIF district when compared to those properties selling
outside TIF districts, and when compared to properties that sell within TIF district
boundaries prior to designation.

Anderson (2009) recognized that the user cost tax elasticities are relatively
small while the expected house price inflation elasticity is substantially larger and
therefore plays a greater role in affecting housing market demand. Nicole, Martin and
Enzo (2012) found that transaction taxes have no impact on house price growth.
And their findings suggest that capital gain taxes on real estate are not suitable
measures to prevent excessive house price growth.

Then, Sung, Mark and Laura (2013) also indicated that business property
values are more responsive to changes in tax rates as compared to residential

property.

Reinhart and Rogoff (2009) pointed the history of finance is full of boom-
and-bust cycles, bank failures, and systemic bank and currency crises. Adrian and
Shin (2010) stated a company can also proactively vary its financial leverage based on
variations on market conditions. Clifford, Andrea and Lasse (2012) stated that safer
assets must offer higher risk-adjusted returns than riskier assets and that consuming
the high risk-adjusted returns of safer assets require leverage, creating an opportunity
for investors to apply leverage. Gulser, Chiu and Ilhan (2012) also mentioned using
financial leverage increases the total risk of the firm by increasing the volatility of a
corporation’s net income and return on equity.

Next, Spinassou (2013) showed that the impact of Basel 111 on the regulator’s
welfare depends on the regulator’s strength, and the implementation of an identical
leverage ratio across countries would decrease the welfare of regulators with strong
powers. Next, Tasca et all (2013) identified a safe regime, in which excessive leverage
does not result in an increase of systemic risk, and a risky regime, in which excessive
leverage cannot be mitigated leading to an increased systemic risk. And Gunaratha
(2013) revealed that in different industries in Sri Lanka, the degree of financial
leverage has a significant positive correlation with financial risk.
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Beside, Raith (2001) found out the intensity of product market competition
increases, principals unambiguously provide stronger incentives to their agents to
reduce costs, and hence agents work harder. At the same time, more intense
competition also leads to a higher volatility of both firm-level profits and managers'
compensation. Next, Kim et all (2002) noted that the nature of competitive
interaction in an industry is important in assessing the effect of corporate product
strategies on shareholder value. Giroud and Mueller (2007) conducted event studies
around the dates of the first newspaper reports about the BC laws.

They found that while firms in non-competitive industries experience a
significant stock price decline, firms in competitive industries experience a small and
insignificant price impact. Gropp et all (2007) constructed the market shares of
insured competitor banks for any given bank, and analyze the impact of this variable
on banks' margins and risk-taking behavior, using a large sample of banks from
OECD countries. Their results suggest that government guarantees to some banks
strongly increase the risk-taking of the competitor banks not protected by such
guarantees. Matsa (2010) figured out in the supermarket industry, The risk that
customers will switch stores appears to provide competitors with a strong incentive
to invest in product quality. Daly and Hanh Phan (2013) investigated the competitive
structure of the banking industries in five emerging asian countries including Viet
Nam and showed that the global financial crisis affected dramatically the competition
of banking system in emerging Asian countries. Last but not least, Utar and Luis
(2013) mentioned competition from China has negative and significant impact on
employment and plant growth, both through the intensive and the extensive margin,
in the most unskilled labor intensive sectors of those threatened by competition
from China, leading to sectoral reallocation.

2.3 Conceptual Theories

The impact of competition or the size of competitor, leverage and tax rates
on the economy and business

The central bank and government or Ministry of Finance could use two
tools: fiscal and monetary policies to perform macro economic goals. Tax rate is one
of fiscal policies, either expansion or contraction, can affect quickly the aggregate
demand and good market and industry growth.
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Beside, on the one hand, using leverage with a decrease or increase in certain
periods could affect tax obligations, revenues, profit after tax and technology
innovation and compensation and jobs of the industry. On the other hand, using
financial leverage and changing capital structure offers firms better economic
conditions. Firms can vary the capital structure with leverage and change the
structure of fixed costs and variable costs. Although leverage can help a firm to
increase return, the firm will prefer to increase debt up to a point to be not so
nervous about risk because of too much debt financing. During the firm life,
leverage can contribute to its performance and growth.

Furthermore, Porter’s theory shows us the basic unit of analysis for
understanding competition is the industry. And Porter stated that the industry is the
arena in which the competitive advantage is won or lost. Beside, competition can help
to raise the value of a company by eliminating or reducing monopoly. Sources of
competition include, but not limit to, training. Increasing training can help
competition raising productivity. For a nation, the more competitive advantages its
industries own, the more success the nation achieves.

2.4 Methodology

We use the data from the stock exchange market in Viet Nam (HOSE and
HNX) during the 2007-2011 period to estimate systemic risk results.

In this study, analytical research method and specially, tax rate scenario
analysis method is used. Analytical data is from the situation of listed banking firms

in VN stock exchange and current tax rate is 25%.

Finally, we use the results to suggest policy for both these enterprises,
relevant organizations and government.

3. Main Results
3.1 General Data Analysis

The research sample has 9 listed firms in the banking market with the live
date from the stock exchange.
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Firstly, we estimate equity beta values of these firms and use financial
leverage to estimate asset beta values of them. Secondly, we change the tax rate from
25% to 28% and 20% to see the sensitivity of beta values. In 3 cases (rate = 20%,
25%, and 28%), with current debt financing, asset beta mean is estimated at around
0,035 (almost the same). Also in 3 scenarios, we find out var of asset beta estimated
at 0,001 (the same). Tax rate changes almost have no effect on asset beta var under
financial leverage.

3.2 Empirical Research Findings and Discussion

In the below section, data used are from total 9 listed banking industry
companies on VN stock exchange (HOSE and HNX mainly). In the scenario 1,
current tax rate is kept as 25% then changed from 20% to 30%. Then, three (3) FL
scenarios are changed up to 30% and down to 20%, compared to the current FL
degree. In short, the below table 1 shows three scenarios used for analyzing the risk
level of these listed firms.

Market risk (beta) under the impact of tax rate, includes: 1) equity beta; and
2) asset beta.

Table 1 — Analyzing Market Risk Under Three (3) Scenarios (Made By

Author)

Tax rate as current | Tax rate up to Tax rate down

(25%) 30% to 20%
Leverage as current | Competitor size as | Competitor size | Competitor size
Leverage up 30% current, double and | as current, as current,
Leverage down 20% | slightly smaller double and double and

slightly smaller slightly smaller
Scenario 1 Scenario 2 Scenario 3

a. Scenario 1. current tax rate 25% and leverage kept as current, 20% down and 30%
up, under the condition that competitor size kept as current

In this case, all beta values of 9 listed firms on VN banking industry market
as following:
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Table 2 — Market Risk of Listed Companies on VN Banking Industry Market
Under a 3 Factors Model (Case 1) (Source: VN Stock Exchange 2012)

Order | Company stock | Equity beta Asset beta
No. code Competitor as | Double | Slightly Competito | Double | Slightly
current smaller r as current smaller
1 ACB (current 0,787 0,787 0,787 0,038 0,038 0,038
FL)
ACB (Fl up) 0,787 0,787 0,787 -0,187 -0,187 -0,187
ACB (FI down) 0,787 0,787 0,787 0,188 0,188 0,188
2 CTG 0,554 0,554 0,554 0,031 0,031 0,031
CTG (FL up) 0,554 0,554 0,554 -0,126 -0,126 -0,126
CTG (FL down) | 0,554 0,554 0,554 0,136 0,136 0,136
3 EIB 0,385 0,385 0,385 0,036 0,036 0,036
EIB (Fl up) 0,385 0,385 0,385 -0,068 -0,068 -0,068
EIB (FI down) 0,385 0,385 0,385 0,106 0,106 0,106
4 HBB 0,134 0,134 0,134 0,014 0,014 0,014
HBB (Fl up) -0,235 -0,235 -0,235 0,039 0,039 0,039
HBB (FL down) | 0,346 0,346 0,346 0,098 0,098 0,098
5 MBB 0,072 0,077 0,072 0,005 0,006 0,005
MBB (FL up) -0,214 -0,228 -0,214 0,043 0,046 0,043
MBB (FL down) | 0,236 0,251 0,236 0,061 0,065 0,061
6 NVB 0,021 0,153 0,186 0,003 0,019 0,023
NVB (FL up) 0,046 -0,189 -0,230 -0,006 0,026 0,032
NVB (FL down) | 0,125 0,350 0,426 0,037 0,104 0,127
7 SHB 1,004 1,004 1,004 0,082 0,082 0,082
SHB (FL up) 1,004 1,004 1,004 -0,194 -0,194 -0,194
SHB (FL down) | 1,004 1,004 1,004 0,267 0,267 0,267
8 STB 0,740 0,740 0,740 0,072 0,072 0,072
STB (FL up) 0,740 0,740 0,740 -0,128 -0,128 -0,128
STB (FL down) 0,740 0,740 0,740 0,206 0,206 0,206
9 VCB 0,408 0,408 0,408 0,030 0,030 0,030
VCB (FL up) 0,408 0,408 0,408 -0,084 -0,084 -0,084
VCB (FL down) | 0,408 0,408 0,408 0,106 0,106 0,106

b. Scenario 2: tax rate increases up to 28% and leverage kept as current, 20% down
and 30% up, under the condition that competitor size kept as current All beta values
of total 9 listed firms on VN banking industry market as below:
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Table 3 — Market Risks of Listed Banking Industry Firms under A 3 Factors
Model (Case 2) (Source: VN Stock Exchange 2012)

Order Company stock Equity beta Asset beta
No. code Competitor as Double | Slightly Competitoras | Double Slightly
current smaller current smaller
1 ACB (current FL) | 0,787 0,787 0,787 0,038 0,038 0,038
ACB (Fl up) 0,787 0,787 0,787 -0,187 -0,187 -0,187
ACB (FI down) 0,038 0,787 0,787 0,188 0,188 0,188
2 CTG 0,554 0,554 0,554 0,031 0,031 0,031
CTG (FL up) 0,554 0,554 0,554 -0,126 -0,126 -0,126
CTG (FL down) 0,031 0,554 0,554 0,136 0,136 0,136
3 EIB 0,385 0,385 0,385 0,036 0,036 0,036
EIB (Fl up) 0,385 0,385 0,385 -0,068 -0,068 -0,068
EIB (FI down) 0,036 0,385 0,385 0,106 0,106 0,106
4 HBB 0,138 0,138 0,138 0,014 0,014 0,014
HBB (Fl up) -0,247 -0,247 -0,247 0,041 0,041 0,041
HBB (FL down) 0,014 0,355 0,355 0,100 0,100 0,100
5 MBB 0,075 0,080 0,075 0,006 0,006 0,006
MBB (FL up) -0,226 -0,240 -0,226 0,046 0,049 0,046
MBB (FL down) 0,006 0,258 0,243 0,063 0,067 0,063
6 NVB 0,023 0,158 0,192 0,003 0,019 0,024
NVB (FL up) 0,051 -0,198 -0,242 -0,007 0,028 0,034
NVB (FL down) 0,003 0,359 0,437 0,039 0,107 0,131
7 SHB 1,004 1,004 1,004 0,082 0,082 0,082
SHB (FL up) 1,004 1,004 1,004 -0,194 -0,194 -0,194
SHB (FL down) 0,082 1,004 1,004 0,267 0,267 0,267
8 STB 0,740 0,740 0,740 0,072 0,072 0,072
STB (FL up) 0,740 0,740 0,740 -0,128 -0,128 -0,128
STB (FL down) 0,072 0,740 0,740 0,206 0,206 0,206
9 VCB 0,408 0,408 0,408 0,030 0,030 0,030
VCB (FL up) 0,408 0,408 0,408 -0,084 -0,084 -0,084
VCB (FL down) 0,030 0,408 0,408 0,106 0,106 0,106

c. Scenario 3: tax rate decreases down to 20% and leverage kept as current, 20%
down and 30% up, under the condition that competitor size kept as current

All beta values of total 9 listed firms on VN banking industry market as below:
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Table 4 — Market Risks of Listed Banking Industry Firms under A 3
Factors Model (Case 3) (Source: VN Stock Exchange 2012)

Order Company stock Equity beta Asset beta
No. code Competitor as Doub | Slightly Competitor as Doub | Slightly
current le smaller current le smaller
1 ACB (current FL) | 0,787 0,787 | 0,787 0,038 0,038 | 0,038
ACB (Fl up) 0,787 0,787 | 0,787 -0,187 -0,187 | -0,187
ACB (FI down) 0,787 0,787 | 0,787 0,188 0,188 | 0,188
2 CTG 0,554 0,554 | 0,554 0,031 0,031 | 0,031
CTG (FL up) 0,554 0,554 | 0,554 -0,126 -0,126 | -0,126
CTG (FL down) 0,554 0,554 | 0,554 0,136 0,136 | 0,136
3 EIB 0,385 0,385 | 0,385 0,036 0,036 | 0,036
EIB (Fl up) 0,385 0,385 | 0,385 -0,068 -0,068 | -0,068
EIB (FI down) 0,385 0,385 | 0,385 0,106 0,106 | 0,106
4 HBB 0,126 0,126 | 0,126 0,013 0,013 | 0,013
HBB (Fl up) -0,217 -0,217 | -0,217 0,036 0,036 | 0,036
HBB (FL down) 0,331 0,331 | 0,331 0,094 0,094 | 0,094
5 MBB 0,068 0,072 | 0,068 0,005 0,005 | 0,005
MBB (FL up) -0,197 -0,210 | -0,197 0,040 0,043 | 0,040
MBB (FL down) 0,226 0,240 | 0,226 0,059 0,062 | 0,059
6 NVB 0,019 0,144 | 0,176 0,002 0,018 | 0,022
NVB (FL up) 0,039 -0,175 | -0,213 -0,005 0,024 | 0,030
NVB (FL down) 0,115 0,336 | 0,409 0,034 0,100 | 0,122
7 SHB 1,004 1,004 | 1,004 0,082 0,082 | 0,082
SHB (FL up) 1,004 1,004 | 1,004 -0,194 -0,194 | -0,194
SHB (FL down) 1,004 1,004 | 1,004 0,267 0,267 | 0,267
8 STB 0,740 0,740 | 0,740 0,072 0,072 | 0,072
STB (FL up) 0,740 0,740 | 0,740 -0,128 -0,128 | -0,128
STB (FL down) 0,740 0,740 | 0,740 0,206 0,206 | 0,206
9 VCB 0,408 0,408 | 0,408 0,030 0,030 | 0,030
VCB (FL up) 0,408 0,408 | 0,408 -0,084 -0,084 | -0,084
VCB (FL down) 0,408 0,408 | 0,408 0,106 0,106 | 0,106

All three above tables and data show that there are just tiny changes in the
values of equity beta and there are bigger fluctuations in the values of asset beta in
the three (3) cases.

3.2. Comparing Statistical Results in 3 Scenarios of Changing Leverage
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Table 5 - Statistical Results (FL in Case 1) (Source: VN Stock Exchange
2012)
Equity beta Asset beta Difference
1. Statisti Competitor Do | Slightly | Competitor Do | Slightly | Competitor Do | Slightly
FL | c size as ubl | smaller | size as ubl | smaller | size as ubl | smaller
as results | current e current e current e
cur | MAX 1,004 1,0 | 1,004 0,082 0,0 | 0,082 0,921 09 | 0921
ren 04 82 21
t MIN 0,021 0,0 | 0,072 0,003 0,0 | 0,005 0,018 0,0 | 0,067
77 06 71
MEAN | 0,456 04 | 0474 0,035 0,0 | 0,037 0,421 04 | 0437
71 36 35
VAR 0,1185 0,1 | 0,1036 0,0008 0,0 | 0,0006 0,118 01 | 0,103
056 007 05
2. Statisti Competitor Do | Slightly | Competitor Do | Slightly | Competitor Do | Slightly
FL | c size as ubl | smaller | size as ubl | smaller | size as ubl | smaller
up | results | current e current e current e
30 MAX 1,004 1,0 | 1,004 0,043 0,0 | 0,043 0,960 09 | 0,960
% 04 46 58
MIN -0,235 - -0,235 -0,194 - -0,194 -0,041 - -0,041
0,2 01 0,0
35 94 41
MEAN | 0,386 0,3 | 0,355 -0,079 - -0,075 0,465 04 | 0430
58 0,0 33
75
VAR 0,1947 0,2 | 0,2266 0,0080 0,0 | 0,0088 0,187 02 | 0,218
228 088 14
3. Statisti Competitor Do | Slightly | Competitor Do | Slightly | Competitor Do | Slightly
FL | c size as ubl | smaller | size as ubl | smaller | size as ubl | smaller
do results | current e current e current e
wn | MAX 1,004 1,0 | 1,004 0,267 02 | 0,267 0,737 0,7 | 0,737
20 04 67 37
% MIN 0,125 0,2 | 0,236 0,037 0,0 | 0,061 0,088 01 | 0175
51 65 86
MEAN | 0,509 05 | 0,543 0,134 01 | 0144 0,376 0,3 | 0,399
36 42 94
VAR 0,0815 0,0 | 0,0626 0,0054 0,0 | 0,0041 0,076 0,0 | 0,058
644 042 60

Note: Sample size : 9 firms
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Table 6 — Statistical Results (FL in Case 2) (Source: VN Stock Exchange

2012)
Equity beta Asset beta Difference
1. Statisti Competitor Do | Slightly | Competitor Do | Slightly | Competitor Do | Slightly
FL | c size as ubl | smaller | size as ubl | smaller | size as ubl | smaller
as results current e current e current e
cur | MAX 1,004 1,0 1,004 0,082 0,0 | 0,082 0,921 09 | 0921
ren 04 82 21
t MIN 0,023 0,0 | 0,075 0,003 0,0 | 0,006 0,020 0,0 | 0,069
80 06 74
MEAN | 0,457 04 | 0476 0,035 0,0 | 0,037 0,422 04 | 0439
73 37 36
VAR 0,1176 0,1 | 01024 0,0007 0,0 | 0,0006 0,117 01 | 0,102
045 006 04
2. Statisti Competitor Do | Slightly | Competitor Do | Slightly | Competitor Do | Slightly
FL | c size as ubl | smaller | size as ubl | smaller | size as ubl | smaller
up results current e current e current e
30 MAX 1,004 1,0 1,004 0,046 0,0 | 0,046 0,958 09 | 0958
% 04 49 55
MIN -0,247 - -0,247 -0,194 - -0,194 -0,053 - -0,053
0,2 01 0,0
47 94 53
MEAN | 0,384 0,3 | 0,351 -0,079 - -0,074 0,463 04 | 0425
55 0,0 29
74
VAR 0,1980 0,2 | 0,2318 0,0081 0,0 | 0,0090 0,190 02 | 0,223
278 089 19
3. Statisti Competitor Do | Slightly | Competitor Do | Slightly | Competitor Do | Slightly
FL | c size as ubl | smaller | size as ubl | smaller | size as ubl | smaller
do results current e current e current e
wn | MAX 0,082 1,0 1,004 0,267 02 | 0,267 -0,184 0,7 | 0,737
20 04 67 37
% MIN 0,003 0,2 | 0,243 0,039 0,0 | 0,063 -0,037 01 | 0179
58 67 91
MEAN | 0,035 0,5 | 0,546 0,134 01 | 0145 -0,100 03 | 0401
39 42 96
VAR 0,0007 0,0 | 0,0613 0,0053 0,0 | 0,0040 -0,005 0,0 | 0,057
630 041 59

Note: Sample size : 9 firms
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Table 7- Statistical Results (FL in Case 3) (source: VN Stock Exchange 2012)

Equity beta Asset beta Difference
1. Statisti Competitor Do | Slightly | Competitor Do | Slightly | Competitor Do | Slightly
FL | c size as ubl | smaller | size as ubl | smaller | size as ubl | smaller
as results current e current e current e
cur | MAX 1,004 1,0 1,004 0,082 0,0 | 0,082 0,921 09 | 0921
ren 04 82 21
t MIN 0,019 0,0 0,068 0,002 0,0 | 0,005 0,017 0,0 | 0,063
72 05 67
MEAN | 0,455 04 | 0472 0,034 0,0 | 0,037 0,420 04 | 0435
69 36 33
VAR 0,1197 0,1 0,1053 0,0008 0,0 | 0,0006 0,119 01 | 0,105
073 007 07
2. Statisti Competitor Do | Slightly | Competitor Do | Slightly | Competitor Do | Slightly
FL | c size as ubl | smaller | size as ubl | smaller | size as ubl | smaller
up results current e current e current e
30 MAX 1,004 1,0 1,004 0,040 0,0 | 0,040 0,964 09 | 0,964
% 04 43 61
MIN -0,217 - -0,217 -0,194 - -0,194 -0,023 - -0,023
0,2 01 0,0
17 94 23
MEAN | 0,389 0,3 0,361 -0,080 - -0,076 0,469 04 | 0437
64 0,0 40
76
VAR 0,1900 0,2 0,2192 0,0078 0,0 | 0,0086 0,182 02 | 0211
157 085 07
3. Statisti Competitor Do | Slightly | Competitor Do | Slightly | Competitor Do | Slightly
FL | c size as ubl | smaller | size as ubl | smaller | size as ubl | smaller
do results current e current e current e
wn | MAX 1,004 1,0 1,004 0,267 02 | 0,267 0,737 0,7 | 0,737
20 04 67 37
% MIN 0,115 0,2 0,226 0,034 0,0 | 0,059 0,081 01 | 0,167
40 62 78
MEAN | 0,506 0,5 0,538 0,133 01 | 0142 0,373 03 | 0,396
32 40 91
VAR 0,0838 0,0 0,0647 0,0056 0,0 | 0,0043 0,078 0,0 | 0,060
665 043 62

Note: Sample size : 9 firms

The above calculated figures generate some following results:

First of all, Equity beta mean values in all 3 scenarios are acceptable (< 0,6)
and asset beta mean values are also small (< 0,2). If leverage and competitor size
kept as current, equity beta min value increases slightly to 0,023 from 0,021 when tax
rate is up to 28%. Finally, when leverage and competitor size kept as current, equity
beta min value decreases to 0,019 in case tax rate down 20%.

The below chart 1 and 2 show us: in scenario 1 (current tax rate), if leverage
down 20%, average equity beta value increases maximum (0,543). However, equity
beta var reaches 0,063 (minimum), in case leverage down 20%. Then, in scenario 2
(tax rate up to 28%), when leverage degree decreases down to 20%, average equity
beta value increases maximum (0,546).
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Similarly, equity beta var reaches 0,232 (maximum), in case leverage up 30%.
Finally, in scenario 3 (tax rate down 20%), equity beta mean reaches 0,361
(minimum) if leverage up 30%.

The below chart 3 and 4 show us: in scenario 1 (current tax rate), asset beta
mean reaches 0,144 (maximum) if leverage down 20% in case smaller competitor
size. And asset beta var reaches 0,009 (maximum) in case FL up to 30%. Then, in
scenario 2 (tax rate up to 28%), asset beta mean also reaches 0,145 (maximum) if
leverage down 20%. Similarly, asset beta var reaches 0,009 (maximum) in case
leverage up 30%. Finally, in scenario 3 (tax rate down 20%), asset beta mean reaches
0,142 (maximum) in case FL down 20%, whereas asset beta var reaches 0,001
(minimum) with current leverage.

Chart 1 — Comparing Statistical Results of Equity Beta Var and Mean in
Three (3) Scenarios of Changing FL and Tax Rate and Competitor Size
(Source: VN Stock Exchange 2012)

FL down (3) —éﬁ%%

FL up (3) ﬁ% O Equity Beta
current FL (3) ~8} %9 Mean (slightly
smaller)

FL down (2) 8‘?359

B Equity Beta
FL up (2) '8%54 Mean (double
current FL (2) ﬁ(ﬁ 5713 size)
O Equity Beta
FL down (1) —éﬁsﬁt% Mean (current)

FL up (1) Eﬁﬁ%@e
current FL (1) —'@2@461

0,000 0,200 0,400 0,600

Note: (1) current tax rate; (2): tax rate up 28%; (3): tax rate down 20%
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Chart 2 — Comparing Statistical Results of Equity Beta Var and Mean in
Three (3) Scenarios of Changing FL and Tax Rate and Competitor Size
(Source: VN Stock Exchange 2012)
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Chart 3 — Comparing Statistical Results of Asset Beta Var and Mean in Three
(3) Scenarios of Changing FL and Tax Rate and Competitor Size (Source: VN
Stock Exchange 2012)
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Chart 4 — Comparing Statistical Results of Asset Beta Var and Mean in Three
(3) Scenarios of Changing FL and Tax Rate and Competitor Size (Source: VN
Stock Exchange 2012)
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4. Conclusion and Policy suggestion

In summary, the government has to consider the impacts on the movement
of market risk in the markets when it changes the macro policies and the legal system
and regulation for developing the banking market. The Ministry of Finance
continues to increase the effectiveness of fiscal policies and tax policies which are
needed to combine with other macro policies at the same time. The State Bank of
Viet Nam continues to increase the effectiveness of capital providing channels for
banking firms as we might note that in this study when leverage is going to increase
up to 30%, the risk level decreases to 0,389 (in case tax rate down 20% and current
competitors).

Furthermore, the entire efforts among many different government bodies
need to be coordinated.
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Finally, this paper suggests implications for further research and policy
suggestion for the Viet Nam government and relevant organizations, economists and
investors from current market conditions.
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Exhibit 1- VNI Index and Other Stock Market Index During Crisis 2006-2010
(Source: Global Stock Exchange 2012)
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