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Chapter 2: The Operational Flow of the Vietnamese Securities Depository and the 
Supporting System 

 

As has been stated in chapter 1, the areas included in this year’s TA are the following: 

 “Proposal on the HASTC and the HOSTC settlement system integration” (to be used between 

2007 and the end of 2008) 

 “Supporting the Designing of the mid- and long-term Development Plan of the IT System for 

VSD” (to be adopted after 2009) 

 “Comprehensive analysis and recommendation on the layered system for the VSD” (to be 

adopted after 2009) 

 

In the current situation in Vietnam, securities transactions from trading to settlement and 

depository for the listed securities are conducted in both the HASTC and the HOSTC, but 

independently each other.  It was an urgent issue for Vietnam to create a temporary system for the 

VSD by integrating the current systems of the HASTC and the HOSTC, the TA team decided to 

include the proposal on system integration as a part of the TAs.  The development plan for the 

completely new system which the VSD is going to adopt from 2009 is also important issue to start 

discussing as soon as possible. Though the layered system issue which the TA team have discussed 

in last year’s TA, is prerequisite for designing IT system, the TA team found that a selection of 

layered system which Vietnam going to choose was not yet decided.  For that reason, the TA team 

included the IT development plan for the VSD as well as analysis on the layered systems as parts of 

the TA.  The TA team agreed with the SSC to implement these three TAs with the WG members.   

This chapter will explain the concrete discussions and proposals that were made in each of these 

areas, and the issues to be solved in the future. 

 

 

1. Proposal on the HASTC and the HOSTC Settlement System Integration 
 

The TA concerning the integration of the settlement system of the two trading centers were 

limited to advising on the objectives of integrating the current system and in which direction the 

integration should proceed.  This was agreed to by the SSC.  The activities in this area were 

conducted in the following three steps. 

First, as a preliminary proposal-(a), we submitted an overall picture of integration.  The 

proposed integrated picture is based on the studies on the relationship between the trading centers 

and settlement systems in various countries and keeping in mind the possible development of the 

system after integration (its utilization after the establishment of the VSD).  After wide ranging 
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discussions with the SSC, the TA team came to a preliminary understanding with them that the 

proposal will be the basis of subsequent work and then began the necessary work for outlining the 

proposal in detail, such as analysis of the current settlement systems of the two trading centers. 

The TA team then submitted the result of the analysis and the idea of integration based on the 

analysis, as a preliminary proposal for system integration, and obtained some Vietnamese 

requests-(b).  The WG studied the overall picture of integration and came up with a number of 

requests, and in the end, the TA team submitted the final proposal-(c), reflecting the Vietnamese 

requests approved by the WG leader. 

  . 

Although the TA team was limiting this year’s TA to advising on the objectives of the integration 

of the current systems and the direction in which the integration should proceed, the TA team 

received strong requests from the Vietnamese side to include an estimation of the network cost.  

The TA team supplemented the final proposal with a rough calculation of the network cost and 

presented our final proposal and some points to be considered in the integration process to the SSC 

and the VSD officials as well as other staffs from relevant financial institutions and IT vendors, at 

the workshop held in January 12, 2006. 

 

(1) The Preliminary Proposal 

 

The overall picture of the integration that the TA team presented to the SSC in mid August 2005 

is shown in Figure 2. 

 

<Figure 2> 

 

 

 

 

 

 

 

 

 

 

The considerations for this proposal were a) to unify the securities settlement operations, b) to 
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a) Unifying the securities settlement operations 

It is not unthinkable for a separate settlement organization to exist for each kind of securities in a 

country (for example, the Bank of Japan for government bonds and the Japan Securities 

Depository Center for others).  However, it is unprecedented that there should be multiple 

settlement organizations for the same kind of securities in a country where a securities 

settlement system has been properly organized.  Currently, settlement of bonds and stocks is 

conducted at both the HASTC and the HOSTC separately in Vietnam.  Although this problem 

should be solved when the VSD is established, it would help to catch up with the other countries 

where securities settlement systems are well developed if the HASTC’s settlement system were 

to take over the settlement operation of both trading centers.  The head office of the VSD is 

planned to be set in Hanoi and its branch is in Ho Chi Minh City.  For this reason, the TA team 

suggested to set a settlement system in Hanoi.  This method could help to conduct a transfer of 

settlement function with low cost and efficient way, even if securities trading centers are 

established in other cities. 

 

b) Ensuring that the integrated system has possibilities for further development (its possible 

utilization when the VSD is created)  

In the proposed integration picture, the HASTC’s settlement system will, in effect, take over the 

settlement operations of the two centers.  This means that it is highly possible that this can be 

utilized as the new integrated system which is planned to be created at the time of the 

establishment of the VSD.  Such an arrangement would not only lower costs but would also 

mean that operational arrangements would not alter too far, making it less burdensome for the 

users.  The period up to the introduction of new system at the VSD could be utilized for the 

establishment of operational flow as well as training for the operation officials by unifying the 

settlement in Hanoi. 

 

c) Establishing a back-up system 

The TA team recommended establishing a contingency plan as part of last year’s TA.  It was 

made clear through last year’s exercise that although there is a back-up machine, it was not 

possible to switch to it smoothly at a time of emergency.  From this experience, the TA team 

believes that some measure should be taken at the time of integration and suggested that the 

current HOSTC settlement system be utilized as the back-up system. 

 

  The TA team discussed its integration proposal with the SSC and acquired their consent to use it 

as the basis of subsequent work.  The VMOF, which is the supervising ministry of the SSC, also 
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supported the proposal. 

  The TA team submitted the SSC a questionnaire to clarify the objectives and policies for the 

system integration in order to make preliminary proposal. 

 

Question 1 

Through the discussions on Aug.9 and 12, the TA team recognizes that there is not any systematic 

linkage between the HASTC and the HSTC. Is this recognition right? 

If the answer is no, please describe the current situation about the link in detail. 

Even if the answer is yes, is there any manual process between two exchanges? (For example, 

sending a document of trade information from the exchange to the other exchange)  

 

Answer; 

Yes, it is correct. These two exchanges are independent from each other. 

There is no manual process between the two exchanges: no document sending of trade Information 

from one exchange to the other. 

 

Question2 

In terms of the current situation as described in the answer for Question 1, what does the SSC 

recognize as current problems? Please describe them in detail as much as possible. 

 

Answer: 

The main problem is finding solutions to links the two systems of the two exchanges.  Currently, 

the two software systems of the two exchanges were designed by the same software company.  

Therefore, basically the software systems of the HOSTC and the HASTC are similar. However, as 

the HASTC’s system was written latter and taking into account some HASTC’s particularities, the 

HASTC’s software is somewhat different from the HOSTC’s one. This leads to some differences in 

procedures and forms of the two exchanges. Technically, we think that we will not be able to run the 

two software systems simultaneously, so it is likely to choose one from the two. In addition, we must 

check which part of the chosen system need to be changed or adjusted to fit the VSD’s and two 

exchanges’ initial requirements and the requirements of Depository members as well. 

 

Question 3 

What is the purpose of the integration of both settlement systems?   

What kind of positive effects does the SSC expect from this settlement system integration? 

In the future situation with an integrated settlement system, what is expected to be improved on the 

settlement process by the integration?  
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What kinds of benefit will be brought to the participants of both exchanges by the improvement? 

Please describe them in detail as much as possible. 

 

Answer: 

The main purpose is to improve the system efficiency, to unify the registration, depository, clearing 

and settlement procedures which are initially implemented by the two exchanges, for a single 

procedure of the VSD.  We expect to reduce the volume of required documents in registration, 

depository and settlement for the market participants by the integration. 

 

Question 4  

We recognize that both the SSC and the IIMA team have agreed with the idea as integration which 

IIMA suggested to the SSC on the last meeting at the second week of August 2005. Thus the IIMA 

team will work in line with this thinking.  

Please make sure that and if you have any comment about that, please tell us in detail. 

 

Answer: 

Initially, we have thought about if the settlement of the HOSTC would be used as a back up system. 

However, this is yet to decide.  To be a back up system, it needs to be identical with the operational 

system. As I have mentioned earlier, it is not easy for HOSTC’s settlement system to become a back 

up system for HASTC. 

 

The TA team then obtained the manuals for securities operation from transaction through 

settlement used in the two trading centers as part of sketching the details of the proposal and carried 

out an analysis of current operations and system.2  It was important to understand which parts of the 

settlement system that are used at the two trading centers could be shared in order to achieve the 

proposed integration picture.  In order to do so, it was necessary to scrutinize not only the 

application of the system but also the operational procedure.  Based on the answers on the 

questionnaire for the objectives and policies for the integration and analytical works on the 

operational flow, we presented the system integration proposal (Figure 3) to Vietnam.  The key 

features are as follows. 

 

•  Unifying the application of the settlement system and the database 

  (a) Unifying the application of the settlement system 

Eliminate the differences in the application of the settlement systems of the HASTC and the 

HOSTC, which will serve as the back-up system. 

                                                  
2 Please Refer to Appendix 2 
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--  In order to make it possible to carry out the settlement of transactions conducted at the 

HOSTC and the HASTC, the application unique to the HOSTC must be installed into 

the HASTC settlement system. 

--  When an emergency occurs at the settlement system of the HASTC, the HOSTC system 

will be used as the back-up, and the settlement operations that are normally carried out 

at the HASTC will be carried out at the HOSTC.  Consequently, it is necessary to 

install the application unique to the HASTC into the settlement system of the HOSTC. 

 

(b) Unifying the database 

With the integration of this system, the HOSTC’s database must be unified into the one at the 

HASTC. 

 

•  Ensuring a DVP settlement 

A way to connect the settlement system of the HASTC with the system of the branches of BIDV 

HCMC, which are the settlement banks, without jeopardizing the simultaneous settlement of 

securities and funds at the HOSTC, must be considered. 

•  Back-up through a hot-standby 

Since a back-up system hardly exists at the moment, the settlement system of the HOSTC 

should be held on a hot-standby as a back-up.  This will make a quick recovery possible. 

 

<Figure 3> 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(2) Vietnamese requests 
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At the beginning of December 2005, the above proposal for system integration was consulted by 

the WG.  The TA team participated in the discussions with the WG and exchanged opinions and 

answered questions.  The requests made from the Vietnamese side in these discussions were as 

follows. 

 

  (a) The system of each trading center should become a back-up system for the other. 

  (b) The systems of the two centers should have the same applications and move in parallel.  (This 

means that settlements would be carried out in both centers as they are at present) 

  (c) Settlements should be carried out in both trading centers as currently implemented, but 

settlement data to be exchanged in real time or every hour in a batch for data consolidation. 

  (d) Funds management function of the HOSTC should be transferred to the HASTC to carry out 

all funds settlement operations of both trading centers in Hanoi. 

 

(3) The final proposal 

 

The TA team pointed out that ensuring that the integrated system has the potential for further 

development (its possible utilization when the VSD is established) was one of the key aspects of the 

proposed integration picture.  In relation to this establishment, it was important to use the 

settlement system of the HASTC as the integrated system for the two centers before the adoption of 

the VSD system for various reasons, including the education of the personnel (to become proficient 

in dealing with settlement operations gathered from multiple trading centers) who will be necessary 

when the VSD is established in the future.  However, the WG leader opined that the VSD did not 

want to have an integration that required considerable change in the system, human resources and 

operational procedures before the VSD was in operation. 

  The final proposal we presented incorporating (a) to (c) is depicted in Figure 4 and 5.3 

 

 

 

 

 

 

 

 

 

                                                  
3 See Appendix 3 for further details of the procedure. 
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<Figure 4> 

 

 

 

 

 

 

 

 

 

 
－ The HASTC and the HOSTC are to contain the settlement systems which have the same 

functions. 
－ The HASTC and the HOSTC are to be linked with network circuit. Settlement information 

is to be stored at mirroring database4. 
－ Securities and fund settlements are to take place at respective STC and BIDV 
－ If a failure of securities settlement occurs, the settlement is to be conducted with the 

settlement information stored at the mirroring database.  The fund settlement is to take 
place at the branch of BIDV at which fund settlement is originally supposed to take place. 

 

<Figure 5> 

 

 

 

 

 

 

 

 

 

 

 

The final proposal was appreciated by the WG leader for “accurately reflecting the Vietnamese 

requests”.  The WG leader further requested specific suggestions on the establishment of a network 

between the trading centers.  Although the TA was originally limited to advising on the objectives 

                                                  
 
 
4 HASTC/HOSTC contains physically the database which is updated at each HASTC/HOSTC as the same table in 
their own database. 
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of system integration and its direction, the TA team calculated the network capacity and types of 

circuit to connect the two trading centers as well as the cost, and submitted them as a supplement. 5  

(Chart 1) 

 

•  Issues concerning the capacity of the network circuit 

-- Frequency with which the settlement system will access the mirroring system:  every 

hour 

-- Size of the issued SQL document: 300-500 Kbyte 

•  Issues concerning network security 

-- The current settlement systems are directly connected to the transactions systems 

(located in the trading centers), but no security measure is being taken since they are 

located within the trading centers. 

-- PIX Firewall (CISCO) is installed in the connections with outside terminals (such as 

those of institutional investors) and restricts access by illegal parties. 

-- Because of these circumstances, it will be necessary to install separate security 

measures for the network connecting the two trading centers independent of those 

installed in the in-house network. 

•  Issues concerning the back-up system of the network 

-- There is currently no back-up for the network.  There are only back-ups for hardware. 

-- Since the objective of integration is to mirror databases, it is necessary to copy the 

network as well. 

   

Chart 1 show the cost calculated on the basis of the above information, compiled with the help of 

the Hanoi Office of NTT Communications, which provides network services to corporate customers 

in Vietnam, and VDC (Vietnam Datacommunication Company). 

 

Chart 1 

 

 

 

 

 

 

 

                                                  
5 Concrete network scheme was written with the cooperation of NTT Vietnam, NTT Communications 
(Hanoi Branch) and VDC of Vietnam. 
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The above is the proposal presented in the TA concerning the integration of the systems of the 

HASTC and the HOSTC.  The study will likely move to detailed analysis of the system in the 

future, taking into account the actual transaction at peak periods, the contents of the application 

program and the construction of the hardware, and to the analysis of the administrative management 

based on the transaction procedure.  This will then move onto the more practical aspects of system 

integration development. 

 

(4) Issues to be dealt with in the future 

 

The following issues are likely to arise in realizing the final integration proposal.  Other issues 

to be solved at more practical level of system integration are listed in Appendix 4. (Charts on 

attachment 4-1 to 4-5) 

 

<Issues that are likely to arise and suggestions> 

-- Comprehensive maintenance and management of the systems in the two trading centers 

• Even if the application software of the systems in the two centers becomes identical 

through the integration process, if the two centers make separate decisions on additional 

applications or change the operation at the maintenance phase, all the fruits of integration 

will be lost.  It is not an exaggeration to say that the maintenance and management of the 

software after integration is more important than the integration process itself in making 

sure that the underlying concept of integration is fully realized.  It is necessary to have 

an arrangement for system maintenance and management that will be applied to the two 

centers that are geographically apart.  Strong leadership and strict management are 

necessary. 

 

-- Establishment of a back-up system that takes the creation of Business Continuity Plan (BCP) into 

account 

• It is necessary to test whether it will be possible to switch smoothly to the system of the 

second trading center if an emergency occurs in the first.  This test should be conducted 

at the market-wide level with securities companies and other users taking part.  It is not 

enough to have the back-up system as hardware.  Integration must be carried out so that 

operation will continue smoothly even when there is an emergency. 

• As a contingency measure, it is necessary to double the circuit that connects the HASTC 

and the HOSTC.  Separate carriers should be used for the circuits. 

 

--Clarifying the current settlement procedures in view of the future VSD establishment 
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•  According to the WG leader, a completely new system from the current one is planned 

to be installed at the time of VSD establishment.  If a completely new system is adopted, 

there is a risk that settlement procedure will change extensively and create significant 

confusion among the users of the system. (users within the VSD, securities companies, 

etc)  It will become necessary to clearly show which application in the new system of the 

VSD will take over what part of the current procedure, i.e. to provide a comparison of the 

applications of the current and the new system.  Clarifying the current settlement 

procedure is a prerequisite for this comparison.  The TA team used the operational 

manual from the two trading centers to analyze the current procedures, and hope that the 

result of that analysis will be used effectively when the new system is installed. 

 

2.  Supporting the Designing of the mid to long-term Development Plan of the IT System 
for VSD 
 

As regards the establishment of the VSD, the discussions at the initial stage of the TA were on an 

integrated government bond settlement system.  However, during the dialogue based on the 

answers to the questionnaire presented to the SSC by the IIMA, the SSC made it clear that it 

envisaged the VSD as a unified depository that could conduct settlement of all securities.  The SSC 

also requested a completely new system for the VSD, and not an extension of the HASTC and the 

HOSTC system integration as suggested in Chapter 2 -1.  

The VSD will have a similar function to that of the Japan Securities Depository Center 

(JASDEC), which began its operation in October 1991, even though the VSD, as a unified 

depository, will deal not just with government bonds but all securities.  The Japanese experience in 

reforming the securities settlement system can be fully exploited since Vietnam will create the VSD, 

which will be the Vietnamese version of the JASDEC. 

In this chapter, the basic problems concerning a unified depository that was pointed out in the 

2004 report6 will be reviewed and then the ways to overcome those problems as a means to deal 

with issues related to the establishment of the VSD will be examined.  We will then study the 

principles that should be applied in order to deal with the VSD establishment planned for 2009 in a 

concrete and efficient way. 

 

(1) From the 2004 Report 

 

Chapter 2 of the FY2004 TA report, “The current situation of the government bond settlement 

                                                  
6 Research commissioned by the JMOF in 2004, titled “Technical assistance project to organize the 
market infrastructure for the settlement of government bonds in Vietnam.” (IIMA) 
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system in Vietnam and the establishment of an independent depository in the future,” deals with the 

current situation of the Vietnamese securities settlement system and the issues for the future. 

Three major problems to be solved were pointed out. 

 

<Issues> 

(a) There are too many routes for issuance and distribution of government bonds, and the settlement 

system is not fulfilling its function. 

(b) The system to cope simultaneously with securities transfer and fund settlement is not operating 

adequately (Strictly speaking, DVP settlement is not conducted) 

(c) There are no provisions (such as RTGS, STP) to deal with the increase in settlement risk which 

will occur with the increase in transaction volume due to liberalization of OTC and repo market 

creation. 

 

A) Issues concerning (a) 

The fact that there are many routes for issuance and distribution of government bonds makes it 

extremely difficult for the State Treasury to manage their issuance and balance in a unified way as 

part of the national treasury.  State Treasury within the VMOF is in charge of handling the overall 

issuance balance and rights associated with government bonds.  However, information concerning 

the balance and rights of government bonds issued by non-VMOF entities, such as the SBV or the 

DAF, are exchanged by fax or e-mail, making the operation more risky.   The number of 

transactions within the trading centers are said to be still few7 and most transactions are concluded 

outside the trading centers.  This seems that there is still room for improvement for both the 

management of government’s debt balance (how much the government owes) and the relationship of 

rights (from who the government is borrowing) and IT system to support those. 

 

B) Issues concerning (b) 

Fund settlement notification is e-mailed to BIDV, which is the designated bank for fund 

settlement, then a BIDV staffs confirm the content of the e-mail manually and begin to carry out the 

necessary settlement operation, again manually.  This means that there is an interruption in 

straight-through-processing (STP).  This process shows that the transfer of securities and fund 

settlement are carried out manually at about the same time. (This information is based on the 

interviews conducted during a visit to Vietnam in September 2004)  It is necessary to have a true 

DVP settlement framework where the system is collateralized instead of the current arrangement, 

which is a DVP arrangement only in name.   

                                                  
7 93% of the transactions at the HOSTC are stock transaction (source: paper titled “Securities Markets in 
Vietnam and their system” by Kawazu, Shinsuke, specialist sent from JICA (April 19, 2002) 
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C) Issues concerning (c) 

As evidenced by the over-heated atmosphere of the trading centers, the volume of the settlement 

transactions that are dealt with in the trading centers is increasing rapidly.8  With the increase in the 

transaction volume, the settlement risk is becoming all the more serious since there is still a 

considerable amount of manual work, as well as the use of signatures on various transaction reports, 

the use of fax, and because the applied settlement system is designated-time net settlement (DTNS), 

which is not DVP settlement in a strict sense.  In order to solve these problems, it is vital to adopt 

RTGS and STP in order to achieve DVP settlement as mentioned in B) as well as to fully develop the 

system. 

 

These are the issues and problems that were pointed out in last year’s report.  The planning 

philosophy behind solving these problems is extremely important when developing the VSD system. 

(not only the IT system but also system planning and legal arrangements)  Next, we would like to 

explain the reforms of the securities settlement system that took place in Japan, and the lessons from 

that experience that may benefit the planning for the creation of the VSD. 

 

(2) Securities Settlement System Reform in Japan 

 

The way in which the Japanese securities settlement system developed and the spirit of the 

Securities Depository Law are lessons that can be applied to the establishment of the VSD. 

   The history of securities settlement in Japan began with “the era of delivery (1948-1981)”.  The 

second stage was “the beginning of depositories with the Bank of Japan-Net, BOJ-NET (for 

government bonds) and Securities Depository Center (1981-2002)”.  Now we are at “the beginning 

of the paperless securities era (after 2002)”.  During these years, progress was made in the 

securities community, by studying the direction in which securities settlement system reform should 

go, discussing the division of labor between the private and the public sectors and applying the 

agreed results thoroughly. 

   A notable development in those years that spearheaded the reform is the creation of the Japan 

Securities Depository Center (JASDEC)9 and the operation of its system.  The “Law concerning 

Depository and Book-Entry Transfer” was enacted in May 1984, and under this law the center was 

created as a foundation in December 1984 to play the central role in the new system.  JASDEC 

                                                  
8 The closing price of the VN Index at the HOSTC on February 22, 2006 was 364.44, a historic high.  It 
was a rise of 39.98 points (12.3%) compared to 324.46 of February 13, 2006.  
9 JASDEC was appointed the depository and book-entry organization by the Minister of Law and 
Minister of Finance in May 1985, and is a CSD which conducts securities settlement through account 
transfers for stocks, etc.  It was approved as an authorized foreign securities depository by the American 
Securities and Exchange Commission and by the British SFA in 1993, and by the German Banking 
Federation in 1997. 
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began its operation in October 1991 and is the only one of its kind in Japan.  The method used here 

is to replace the traditional physical exchange of securities and money with a system of 

concentrating all securities that are settled at a depository organization.  This will avoid the 

physical transfer of securities10 by using the securities accounts at the depository and nominally 

concluding the settlement by moving the securities from the account of the seller to the buyer.  The 

participants of the JASDEC currently number over 250.  They are securities companies, banks, 

trust banks, insurance companies (life and non-life insurance), securities financial companies, 

securities exchanges, Japan Securities Dealers Association, etc.   

   The Japanese settlement system has continued to consider further reform.  Remaining problems 

with the domestic settlement system have been contrasted with foreign systems.  Then a future 

vision for the domestic settlement system for various products (stocks, government bonds, general 

bonds, short-term corporate bonds, investment trusts, etc) was written, problems to be solved to 

achieve that vision were illuminated, and a master schedule to deal with those problems for the 

securities community as a whole was drafted.  

   It is reported11 that it will be necessary for the master schedule to continue to be updated and 

detailed as necessary under PMC for reform promotion, a public-private sector joint endeavour.  

Since the work of the different sections of the committee is closely associated, close coordination 

among those sections will be necessary to change or adjust the schedule.  Establishment of the 

PMC has been the key to smooth cooperation. It was critical that a consensus for the reform program 

was established among the market participants and a wide range of those who are involved in the 

reform, and a public-private joint structure was created to carry out surely the large-scale reform 

program by setting up the PMC. 

 

(3) Proposals towards the Establishment of the VSD 

 

   So far, we have gone over the reform that was carried out in Japan on its securities settlement 

system.  Looking at the problems that Vietnam faces regarding the securities settlement system and 

studying the aspects that need to be considered for the establishment of the VSD, the critical issue is 

to secure a consensus on the domestic securities settlement system, and to assure unification of 

applications (securities registration, transfer, depository etc.) and DVP.  

 

   Going over the issues (a) to (c), (a) should be solved by unifying the settlement system, and we 
                                                  
10 This is called the immobilization of securities.  Securities are regarded as physical paper and are 
deposited together at securities settlement organizations.  Although a physical evidence of securities 
does exist, they do not circulate in the markets. 
11 “Towards Japan Securities Settlement Systems and Infrastructure Reform”, November 2002, by The 
Committee for Reform of Securities Clearing and Settlement System and The Securities Settlement 
System Reform Promotion Working Group 
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understand that VSD, as a Vietnamese version of the JASDEC, will be established for that purpose.  

The securities depository and custody bureaus that exist in both trading centers should be unified as 

the VSD.  The OTC trading that has started from mid 2005 at the HASTC should be included in the 

VSD.  All securities settlements conducted in Vietnam should be carried out at this new 

organization.12 This will meet the written objective of the VSD, which is that it should “promote a 

securities market that is well-organized, secure, highly transparent, fair and efficient, and should 

protect the legitimate interests and rights of investors”. 

Concerning (b) and (c), it is necessary to establish the VSD where securities settlements are all 

concentrated as mentioned in (a), and a framework where there can be a systemized DVP settlement 

between the fund settlement banks (Hanoi head office of BIDV and HCMC offices).  It is most 

important for Vietnam, that is just beginning its growth period, that securities and fund settlements 

can be conducted in real time and simultaneously, especially when the number of market participants 

and the securities issuing entities are likely to be increasing rapidly as can be predicted from the 

increase in the volume of transactions.  As is mentioned in the FY2004 TA report, international 

recommendation concerning securities settlement13 of CPSS/ISOCO have advised about RTGS and 

DVP, and this advice should be compared from the start with the potential VSD framework. 

The important aspect of this extensive work is to share the guiding philosophy for approaching 

this issue among the public and private sectors.  Creating a master plan and carrying it out is the 

way to realize that philosophy.  As a concrete measure, a Vietnamese version of PMC should be 

established, a clear understanding of the current organizational, legal and IT system aspects of the 

Vietnamese securities settlement system should be acquired, and then the ideal securities settlement 

system should be mapped out on a realistic road map. 

 

The TA team conducted a simple survey with the SSC before making the proposal concerning the 

establishment of the VSD as part of the TA activity.  Questions concerned “the system application 

that should be realized with the VSD” and “the priorities among the applications that should be 

realized and the time table”. 

 

Q1.  What are the system applications that should be introduced at the VSD? 

A. A full-line of system application (matching, clearing, settlement reporting, etc) is necessary. 

 

Q2. What are the priorities among the application that should be introduced and their time table? 

                                                  
12 Refer to Chapter 2-3 “the Layered System that the VSD should Adopt” concerning the debate on the 
mono and multi-layered systems. 
13 “Recommendations for Securities Settlement Systems” published by the Committee on Payment 
and Settlement Systems (CPSS)and the International Organization of Securities Commissions 
(IOSCO) 
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A. To start the full-line operation of system application at the beginning of 2009. 

 

The comments and requests from the Vietnamese were based on government decisions, a policy 

that had to be followed, but debate on “why something had to be so” or “how they can be realized” 

had only started.  Making a concrete image of what the system application should be based on, the 

current situation of the Vietnamese securities community or the economic situation and making a 

blueprint of the system applications formed on the basis of realizing the proposed system are one of 

the issues to be considered in the future. 

 

   The TA team and WG hold a workshop on January 13, 2006, with participants from not only the 

SSC but also relevant ministries, financial institutions, IT vendors and so on.  The TA team made 

presentation on PMC structure in Japan (Figure 6), the role and activities of PMC (Figure 7), the 

needs of PMC in Vietnam (Figure 8) and IT system development plan for the VSD (Figure 9).  The 

TA team emphasized that establishment of PMC which is formed with the SSC, relevant ministries, 

securities market participants and IT vendors is required at first to start concrete discussion to 

achieve full-line operation at the beginning of 2009 as Vietnam strongly requests.  Such activities 

will undoubtedly help make the introduction of new systems at VSD more efficient and effective. 

 

Figure 614 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
                                                  
14 “Towards Japan Securities Settlement Systems and Infrastructure Reform”, November 2002, by The 
Committee for Reform of Securities Clearing and Settlement System and The Securities Settlement 
System Reform Promotion Working Group 
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Figure 7 
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The system integration which is described in this chapter is planned to implement after the VSD 

starts its operation in 2006.  The TA team suggested Vietnam to establish a PMC as soon as 

possible and start concrete discussion with public and private sectors to specify the requirement of 
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IT system, to start programming and testing sequentially in parallel with actual operation.  The TA 

team also suggested Vietnam to prioritize the functions which the VSD should accommodate to 

discuss the strategy efficiently.  The prioritization could be dividing the development phases into 

three as the first one is for settlement function including registration and depository, the second one 

is for matching and the third one is clearing.  The Figure 8 is an example of the TA team’s idea to 

meet the requirement of Vietnam that VSD is to accommodate full-line operation of system.  The 

schedule introduced here is not easy to achieve comparing with a general IT development plan.  In 

order to achieve the goal, Vietnam is required to ensure the funds for the development and human 

resources and to implement the plan under the credible management system.  The TA team also 

mentioned in the workshop that the development period depends on the requirement of the functions, 

human resources and costs, and that there is a limitation of shortening the period and the increase of 

the human resource which the VSD can introduce in the project. 

   

Figure 9 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(4) Summary 

 

  Much progress has been made in the securities businesses in 2005 due to the efforts made by the 
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Vietnamese government and the SSC.  As for the HOSTC, VINAMILK15 which is one of the 

largest companies in Vietnam was listed in January 2006 and a Taiwanese cable manufacturing 

company was listed for the first time as a foreign company.  As for Hanoi, the HASTC was 

established in March 2005, and it is reported the historic high in transaction amount on February 27, 

200616.  The upper limit to the ratio of stocks that can be owned by foreigners rose from 30% to 

49%17, and foreign institutional investors are likely to increase their holdings of listed stocks.  Repo 

transaction of stocks was deregulated.  As for bond market, the VMOF named the Standard 

Chartered Bank (Hanoi Branch) as the underwriter for government bonds.  The year was full of 

securities related news. 

These developments suggest that the rapid and huge increase in settlement volume because of the 

rapid growth in the activities of the securities market could happen in the “near future”.  It is 

necessary to prepare for the increase in the number of settlements that will occur from the increase in 

the number of listed stocks.  On February 20, 2006, the VMOF announced a five year plan to 

develop the securities market and a target was set to increase the current value of the domestic stock 

market to 10%-15% of GDP by 2010.  The plan aims to enlarge the securities market through 

restructuring exchange cneters, pumping more goods into the market, and encouraging securities 

services.  All this indicates that with the expansion of the market, the governance issue will arise.  

Then, following the flow of the times, paperless securities will become an issue to be considered.  

Since Japan is already studying the arrangements and system associated with paperless securities, 

she will be able to contribute to the Vietnamese discussion in the future.  All this will effect not 

only how to maintain the credibility of the HASTC and the HOSTC but also confidence in the 

investment environment of Vietnam.  As mentioned above, it is all the more important for both the 

public and the private sectors to join hands to examine the kind of structure that is needed in the 

future as well as its most efficient application.  This means that the PMC would make even a 

greater contribution if it examines not only the issues concerning the establishment of the VSD but 

takes a more comprehensive look at the overall reform of the Vietnamese securities market. 

 

3. Comprehensive analysis and recommendation on the layered system for VSD 
 

In the course of creating a new system for the VSD that is planned for 2009, the choice of a 

securities account layered structure is an important prerequisite that will greatly affect the conditions 

                                                  
15 109,350 stocks (face value 10,000 VND) were traded on the day the company was listed.  The closing 
price was 53,000 VND.  The number of listed shares was 150 million, valued at 531 million USD. 
16 The historic high of about 66 billion VND (about 490 million JPY) was recorded as the transaction 
amount on 2/26/2006 at HASTC (OTC market).  The HASTC Index rose by 4.41 points to 98.84.  
Trading volume was 5,062,950. 
17 Prime Minister Pham Van Khai eased the limitation on the ration of stock holdings by foreigners in the 
stock market from 30% to 49% on September 29, 2005. 
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of IT system development.  Currently Vietnam adopts a double-layered system which is a kind of 

multi-layered system.  Under the double-layered system, the book-entry system is applied and the 

securities listed on the securities trading centers and owned by investors are all held as commingle 

base in the customers’ account at securities companies.  This is that the government, which is the 

regulatory authority, can not directly supervise the transactions and the balance of each market 

participant.  This seems to be the reason why Vietnam is considering a different system from the 

current double-layered system for the new IT system to be adopted at the VSD.  They are studying 

and collecting information on the various models used in different countries. 

 

   In this circumstance, the TA team conducted a comprehensive analysis of general types of 

layered systems at the request of the Vietnamese authorities as part of this year’s TAs.  In addition 

to a theoretical analysis, we also conducted a survey on the securities account layered system among 

the participants in the Vietnamese securities markets.  We reported the results of both the survey, as 

the voice of the market, and results of the analysis at the workshop on March 2. 

 

  (1) General concept of Securities Account Layered Systems (mono and multi-layer structures) 

   

   Securities account layered systems can be roughly grouped into two types as a mono and a 

multi-layered structure.  According to the Reform Promotion Center for Securities Clearing and 

Settlement System of Japan, a mono-layered structure is “the method of account management that 

was specified by the Law Concerning Book-Entry Transfer of Short-Term Corporate Bonds of Japan.  

It was changed to a multi-layered system by the new Law Concerning Book-Entry Transfer of 

Corporate Bonds, Etc.  This is the system where transfer settlement agents directly manage the 

account books of all final investors.  If transfer between accounts should occur at transfer 

settlement agents for all transactions, then the administrative burden on the agents may increase.”  

The Figure 10 below illustrates this system.  The characteristics of a mono-layered system are 1) 

the investors have the ownership rights of the securities held in the accounts of the securities 

depository, 2) all investors must open an account at the securities depository, and 3) participants in 

this system are the securities depository (Central Securities Depository) and investors. 

   In a mono-layered system, if investor A buys securities from investor B, transfer of securities 

will occur directly between the accounts of the two investors held at securities depository. 
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Figure 10 

 
Centra l Securities Deposito ry (CSD )

a/c A a/c B

Partic ipant
(Investor) <A>

Partic ipant
(Investor) <B>

 
   

A multi-layered system is explained as follows: “This is a system under which the account books 

of the final investors are managed at an account management institution, and the account books of 

the account management institution will be managed by the depository.  The depository will 

manage only the account balances of the account management institutions, which are the direct 

participants in the depository.  The account management institutions manage the account balance of 

each final investor.”  The Figure 11 illustrates a multi-layered system.  The characteristics of a 

multi-layered system are 1) the investors have the ownership rights of the securities held in the 

accounts which are opened directly at account management institutions, 2) individual investors can 

choose the organization with which they open an account, 3) the participants in the system are the 

securities depository, direct and indirect account management institutions, and investors, and 4) 

investors’ securities are deposited together into the customers’ accounts which are opened with the 

account management institutions. 

Under a multi-layered system, when investor X buys securities from investor D, the transfer of 

securities occurs between the accounts of C and D both held at direct account management 

institution B.  No changes occur in balance at the B customer’s account which is held at the 

securities depository, and so there will be no transfer with this account. 

 

 There could be some reasons why investor X may have an account with indirect account 

management institution C instead of direct account management institutions B.  One of the reasons 

could be counterparty risk.  Through this arrangement investor X basically acquires credit only 

from indirect account management institution C and not from direct account management institution 

B.  There could also be a communication issue.  For example, if investor X is a foreign investor 

and if the direct account management institution C is a global custodian from the same country and 

the direct account management institution B is a local sub-custodian, then, investor X could easily 

choose C as its custodian because it is easier to communicate with C.  As seen in this example, 

investors have a choice of where to open an account under a multi-layered system. 
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Figure 11 
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(2) The Double-layered System currently adopted in Vietnam 

 

Currently Vietnam is applying a double-layered system, which is a kind of multi-layered system.  

Depository members, such as securities companies and banks can open their own account and 

customers’ accounts at the trading centers.  Investors open their account as a customers’ account at 

a depository member institution.  The securities in customer accounts are commingled.  As the 

exception, the Decree 144, article 40 states that in some special cases, the state bank of Vietnam, 

credit institutions and others that are allowed to participate in bidding, issuing agents or underwriters 

of Government bonds can open the depository accounts for Government bonds at the Securities 

Trading Center.  The following Figure 12 illustrates the Vietnamese system.  The special case 

stated above is shown as the exceptional Depository members in Figure 12. 

 

Figure 12 
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(3) Theoretical pros and cons of Securities Account Layer System 

 

   We conducted a theoretical analysis of pros and cons of a mono and multi-layered system for 

market participants.  The results could differ according to the development stage of a securities 

market, and customs and regulations in individual markets.  However, it is still valuable for 

Vietnam to understand the theoretical pros and cons for considering the layered system on their own. 

 

Chart 2 
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Cons
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Regulator

・monitoring all the transactions
and the balance for every single
participant on real time basis is
possible
･easier for tax collection
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・not especially
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account and system
maintenance in CSD
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VSD as a depository can expect more account management fees under a mono-layered system 

because all participants are to directly open their accounts with VSD.  On the other hand, because 

there would be more accounts and transactions to manage under the mono-layered system, 

operational risks may increase.  In the case of a multi-layered system, there would be fewer 

accounts and transactions to manage, and there would be fewer account management fees for the 

VSD.  However, for the same reason, the operation risks may decrease. 
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   For the SSC, as a supervisory institution, it would be possible under a mono-layered system to 

inspect on demand, the transactions and balance of each investor because all investors would have to 

open an account directly with VSD.  It is also possible that the administrative burden of tax 

collection could decrease because all taxable accounts would be unified.  However, the number of 

investors may increase with the development of the securities market, which would increase the 

number of accounts.  This may increase monitoring costs such as personnel cost.  This is because, 

there will always be a manual monitoring at the end of the line of monitoring process, regardless of 

introduction of excellent IT systems.  On the other hand, monitoring each investor account 

managed by the custodians would be difficult in the case of a multi-layered system.  However, it 

would make monitoring possible indirectly by enforcing reporting responsibility on the custodians. 

 

(4) The Result of the Comprehensive Analysis 

 

As the outcome of the comprehensive analysis, we reported the following three results: 

1) Since the number of accounts opened at a depository under a multi-layered system is less than 

under a mono-layered system, there is less settlement risk involved in a multi-layered system. 

2) Custodians can not participate in a mono-layered system, and that could become an impediment 

for cross-border transactions in the future. 

3) Multi-layered system, under which investors can choose a custodian, can be said to meet more of 

international standards. 

 

   The number of investors and securities transactions is expected to increase as the securities 

market in Vietnam develops further.  This means that under a mono layered system, the number of 

securities accounts newly opened at the VSD is the same as the numbers of investors increased and 

the settlement risk is to be brought about by the increased number of securities accounts and 

transactions.  

Furthermore, the deregulation on foreign investment ownership cap could also bring about the 

increased number of foreign investors into the Vietnam securities market and the system which is 

more in line with international standard would be asked as the role of global custodian increases.  

In these standpoints, the TA team emphasized strongly that Vietnam adopts a multi layered system 

which has less risk and is more line with international standard, looking at the future development of 

securities market in Vietnam. 

 

(5) Survey of Vietnamese Market Participants. 
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   The TA team visited Ho Chi Minh City and Hanoi, accompanied by the SSC officials, from 

February 14 to 17, to conduct a survey among the securities market participants concerning 

securities account layered systems.  The TA team visited nine financial institutions -- one trading 

center, one settlement bank, one global custodian, and six securities companies -- and obtained their 

answers to the questionnaire that we had sent beforehand.  Please refer to the Chart 3 for the result 

of our survey. 

 

Q1. Which type of market participants do you belong to? 

 

Q2. Do you find any problem or inconvenience in double layered system which is currently adopted 

in Vietnam?  If yes, please describe them specifically regarding the viewpoint as follows. (IT 

system, Operation, Cost and others) 

 

Q3. Which type of securities account structures do you prefer to adopt at VSD, mono, double, or 

multi layered system?  What are the reasons of your preference regarding the viewpoint as follows,   

(IT system, Operation, Cost and others) 

 

Q4. Do you think that your preference which you answered in Q3 will have any influence on your IT 

system?  If yes, please describe them specifically. 
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Chart 3 

 The Results of Market Interviews on the Layered Systems (Feb.14 - Feb.17 2006)

Q1.
 Which type of market participants do
you belong to?･Please check the box
below.
■Central Securities Depository
■Securities Trading Center, Stock
Exchange
■Custodian bank/Custodian Securities
company
■Securities Company as a dealer
■Institutional Investor

Types of interviewees;

1 Securities Trading Center (HOSTC)
1 designated bank
1 global custodian bank
6 securities companies (custodian banks and dealers)

Total: 9 inteviewees (4 in HCMC and 5 in Hanoi)
Interviewer: IIMA and SSC

Q2.
Do you find any problems or
inconvenience in double-layered
system which is adopted currently in
Vietnam?
If yes, please describe them specifically
regarding the viewpoint below.
IT system:
Operation:
Cost:
Others:

Problems and inconvenience in current structure;

- Lack of electronic linkage between STC and depository
members: 6
- Too many manual works are involved: 6
- Legal requirements to check clients' balance before placing
orders cause burdens on securities companies: 3
- No substantial problems: 2
- Lack of human resources (including IT staffs) to catch up the
too many manual works: 2
- Lack of IT capability on securities companies side: 1
- Present system can not accommodate trust business and
shareholders' information such as ST code: 1
- Lack of standardization of services

HOSTC's comments;

1) Difficulty to provide the shareholder books easily and timely
because It is difficult for us to find each transaction activity in
current structure. (It is difficult to find final securities holder and
have to ask securities companies.)
2) Difficulty to supervise abnormal transactions and 5% rule.
3) Software for depository and clearing systems (FPT) and the
one for Registrar (VDC) are incompatible.
4) IT systems in STC do not connect with other IT system of
the participants.
5) Lack of support to educate our IT staffs.

Q3.
Which type of securities account
structures do you prefer to adopt at
VSD, mono, double or multi-layered?
What are the reasons of your preference
regarding the viewpoint below?
IT system:
Operation:
Cost:
Others:

Preference of layered system;

- Mono layered system: 2 (HOSTC and a bank)
- Double layered system as current: 4
- Double or Multi layered system: 1
- Multi layered system: 1(a global custodian)
- No idea: 1

Total: 9

Q4.
Do you think that your preference which
you answered in Q3 will have any
influence your IT system?
 If yes, Please describe them specifically.

Q5.
Please write down any comments if you
have.

Executive Summary of the interviews

Other comments;

- Importance of IT system development to fit the layered system which will be adopted
- Establishment of electronic linkage between STC(VSD) and depository members
- Importance of automation and standardization of operational procedures
- Supports of cost sharing and IT education from VSD for the future IT development are expected.
- If mono-layered is adopted, loss of opportunities for securities companies to earn interests by money deposit from clients has to
be considered.
- New system should be (a) automated (b) highly secured (c) with accurate information and (d) proper electronic linkage between
VSD and depository members.

Comments on IT system;

1) In case of mono-layered system, building up a new united securities depository system is needed. (HOSTC)
2) Standard message format such as SWIFT should be introduced between depository and depository members in the future
development.
3) They are now processing of introducing upgraded IT system by abolishing their old system bought from Hungary ten years ago.
The choice of mono or multi is one of the important factors in designing a new system. They are now being offered from Malaysia

 

   

The TA team learned from the answers for Q2 that 90% of the respondents feel that there is a 

problem in the current system outside of the layered system issue itself.  One of the problems they 

are alluding to is the lack of any electronic connection between the market participants and the 

securities trading centers, which means that there is a lot of manual works involved in the process 

from transaction to settlement.  Another problem is that when a securities company places an order 

for a customer, the company has the legal obligation to check the balance of securities and funds on 

behalf of its customer, which places a considerable burden on market participants.  Trading volume 

is expected to increase with the development of the Vietnamese securities market, and there were 
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doubts as to whether when trading does increase, it would be administratively possible to check the 

balances on the phone every time an order is placed.  The global custodian noted that the current 

double-layered system would not be able to accommodate the trust business that Vietnam would be 

considering for the future. 

 

As regards the choice of a layered system, most of the market participants did not find any 

problem with the layered system itself, and preferred the current double-layered system.  The 

support comes partly from wanting to stick with something they are accustomed to.  However, the 

global custodian commented, as expected, that it would be better to choose a multi-layered system in 

view of the development of the securities market and the increase in transaction volume. 

 

(6) The Aspects that Vietnam should consider when choosing a layered system 

 

Based on the comprehensive analysis of layered systems and views expressed in the market 

survey, the TA team suggested the following three points as those that should be considered when 

Vietnam chooses a layered system. 

 

1) The government has first to clarify what the first priority is in the layered system. 

2) Regardless of the layered system that would be chosen, a high-quality IT system must be 

developed for VSD. 

3) Information and knowledge concerning the layered systems and the related IT system must be 

shared with all market participants. 

 

   First, the TA team pointed out the importance of clarifying the first priority in selecting a layered 

system.  Is it for the supervising ministry to be able to inspect the balance of all transactions in a 

timely manner by having all market participants open an account at the VSD, even if it would be 

costly to change from the current system?  Or is it to create a more efficient system that would be 

more attractive to foreign investors with an eye to globalizing the securities market in the future?  

Whatever the objectives, they must be made clear.  Then the current situation and the ideal situation 

in the future must be checked against the pros and cons to choose the most suitable system. 

 

  Second, the TA team emphasized the importance of developing both the IT system for the VSD 

and the system that would connect the VSD and the market participants regardless of the type of 

layered system that is chosen.  Since there is no electronic connection between the securities 

companies and the securities trading centers, there are a lot of manual works on both sides in the 

course of the administrative flow from transaction to settlement in the securities market, making the 
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whole procedure extremely inefficient.  As most of the works are dependent on human judgement 

and manual labor, there are considerable amount of administrative risks as well.  It was made clear 

in the survey of market participants that their gravest concern was to enable a smoother and more 

efficient communication with the securities trading centers by systematizing as much of the works as 

possible throughout the administrative flow from transaction to settlement.  Hence, it is critical to 

develop an IT system that would manage the layered system as efficiently as possible regardless of 

whether the current system is continued or a new system is adopted.  Choosing something like a 

SWIFT system which is a standardized format in order to standardize operations is one choice to 

consider.  SWIFT would also make a huge contribution when creating a link with the securities 

depositories of other countries.   

 

   Third, we underlined the importance of sharing the information on the layered systems that the 

government is considering and on the related IT system as the future layered system is examined.  

The market participants in Vietnam lack knowledge on layered systems or IT systems.   Under 

these circumstances, it would create only confusion if the government decides on the layered system 

by itself and tries to push the development of the related IT system.  In order to avoid confusion 

and to choose the layered system that best suits the Vietnamese securities market, market participants, 

too, must acquire knowledge and understanding of the structure that the government is considering, 

and the government must absorb what market participants need.  This does not mean to say that the 

government has to reflect all the demands of the market participants in its decision.  But it is 

important that the public and the private sectors move the reform forward together in order to meet 

the big objective.  The TA team again proposed the creation of a PMC as a place for exchange of 

views between the public and private sectors.  Such a framework could significantly contribute not 

only to the establishment of the VSD but also to the overall reform of the Vietnamese securities 

market.  

 

(7)  Issues for the Future 

 

The TA team held a workshop on securities account layer systems on March 2 for about 30 

members of SSC and VSD officials.  The TA team reported on the general concept and analysis of 

layered systems and the results of the market survey.  The WG member explained the framework of 

the current double-layered system and introduced the Malaysian model which is one of the systems 

under consideration.  The TA team could not assess if the Malaysian model could be one of the 

recommendation which Vietnam should adopt, with only the information given in the workshop.  

For that reason, the TA team asked Vietnam side to keep researching on the model to find out if that 

is appropriate for Vietnam, based on the general analysis and some recommendations made by the 
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TA team. 

 

   One of the senior levels from the SSC commented at the end of the workshop that it is important 

to consider the best system for Vietnam with the balance of the contribution to the market and the 

investment costs for the change of the layered system, and that there were many issues that still had 

to be discussed domestically.  The VSD’s initial objectives for changing the layered system from 

the current one seemed to be to supervise the transaction and balance of all the participants.  

However, the comments made by the SSC which pointed out the importance of the contribution to 

the market as well as the investment cost, could be evaluated positively.  In addition, it was 

invaluable to hold the workshop from an educational standpoint since the members of the SSC and 

the VSD, who are the policy makers of the securities market, as well as the WG members were able 

to gather at one place and share their concerns. 

 

   A guideline based on the planned new Securities Law is expected to regulate the layered system 

that will be adopted.  However, it is critical to first lay out clear objectives concerning what kind of 

a securities market the Vietnamese government is aiming for.  The development of the IT system on 

the one hand and at the other the Securities Law and various regulations that would enable the 

market participants to be involved in investment activities with confidence are like the two wheels 

that will effect the achievement of those goals. 




