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The experience of Korea

01 | Strong Political Will to deal with the NPL issue

02 | Velocity — process was established and executed upon

03 Open market transactions, foreign capital welcome
(essential in reality), and rules adjusted to enable
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Market Clearing Prices, at volume and with enough
frequency to create business opportunity

No cherry picking of assets so only bad assets sold

Central AMC (KAMCO), that was fully empowered
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The experience of Thailand

01 | Strong Political Will to deal with the NPL issue

02 Focused on biggest challenges first. Market clearing sales
of assets

03 Retail assets sold in large volume (eg vehicle loans),
allowing building of servicers at scale
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Encourage foreign participation through rules

Foreign Exchange access

Multi model approach, but all enabled



The experience of China

01 | Political influence over banks’ practices, including credit
lending and NPL write-offs

02 Lack of an effective bankruptcy regime where the PBOC
acted as a savior for troubled banks

03 Banks lacks capability to transfer assets, making it difficult
to consolidate assets and stop process being disrupted by
smaller lenders
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Issuing the discrete law that gives powers to the AMCs
when appropriately licensed

Tightening monetary discipline, and also listing SOE banks
to introduce more independent governance

Empowering the national AMCs to initiate NPL bulk
purchases and consolidate transfers



The experience of China
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Diversified regulatory mechanism for the AMCs, the
AMCs lack capacity for DPOs

Lack of an unified and consistent legal framework, lack of
an effective judicial system

Restrictions against foreign ownership of immovable
properties

Transfer taxes disincentivized the transfer of assets to
consolidate holdings or to specialist resolution vehicles
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Issuing the discrete law that gives powers to the AMCs
when appropriately licensed to negotiate DPOs and other
resolution strategies

Introduction of bankruptcy capabilities for the AMCs to
utilize to create an orderly exit for failed businesses, as
well as allowing debt-for-equity swap arrangements

Allow foreign investors to partner with local servicing
companies and having waterfall participation through the
servicing arrangement

Issuing the discrete law that removes transfer taxes for
the AMCs when appropriately licensed
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Initial foreign participation in China NPL market

Purchase Purchase
- < brice State-owned < RIS Local private
NPL originators o AMCs » participation
NPLs \NPLS
Service
agreements
®
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Local servicing
companies

Foreign

investors
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Investors’ view on the
Vietnam NPL market
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MARKET IMPEDIMENTS

* Lack of good-quality
information disclosure

* Need for a thorough
analysis clarifying the
Vietnamese relevant
restrictions

* Limited creditors’ rights

* Ineffective debt collection
and resolution systems

* Inadequate insolvency
regime

FOREIGN INVESTORS
ENTRANCE
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Information Asymmetry

Local
restrictions
against NPL
collection &

resolution
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Potential underlying
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structures &

Ire: restrictions
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conditions
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Inefficient Legal & Institutional Framework

Foreign investors —‘

Licensing and
authorization
requirements

: L _J Entrance barriers
Private participation

Pre-mature
insolvency
regime

Foreign
investment
restrictions

Restrictions on
foreign
ownership of real
estates

The need for
debtors’ consent
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Underdeveloped Market Infrastructure

Volume is an important factor for international
investors

A robust servicing infrastructure is necessary
to attract leading investors

» Foreign investors need to access a large enough market as need
to invest in the infrastructure to resolve assets as well as pay
for due diligence costs across multiple portfolios purchased.

» A track record of trades supported by sufficient data that
can be used to assess investments.

» Corporate or SME distressed loans are usually a periodic
event, following a prolonged and/or severe economic or
financial distress in a country.

il

Volume Servicing
capacity

» A small market volume might not meet the scale required.

Lack of capital market instruments dampens the @

market efficiency Capital market

» Capital market instruments enable an efficient secondary NPL instruments
market.

» Investors request clarifications on the flow of capital, potential
investment structures and profit repartriation.
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EY | Building a better working world

EY exists to build a better working world, helping to
create long-term value for clients, people and society
and build trust in the capital markets.

Enabled by data and technology, diverse EY teams in
over 150 countries provide trust through assurance and
help clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax
and transactions, EY teams ask better questions to find
new answers for the complex issues facing our world
today.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate legal
entity. Ernst & Young Global Limited, a UK company limited by guarantee, does
not provide services to clients. Information about how EY collects and uses
personal data and a description of the rights individuals have under data
protection legislation are available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more information about our
organization, please visit ey.com.

© 2021 Ernst & Young Vietnam Limited.
All Rights Reserved.
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his material has been prepared for general informational purposes only and is
intended to be relied upon as accounting, tax, legal or other professional
e. Please refer to your advisors for specific advice.



