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NVDRs: Thailand as a template  

Non-voting depository receipts (NVDRs) are a potential solution to 
the issues that foreign ownership limits (FOLs) present for both foreign 
equity investors seeking exposure to attractive corporates and capital-
hungry Vietnamese firms. Although further implementation details have 
not yet been unveiled, the updated Securities Law and Enterprise Law 
suggest the potential for NVDR adoption in the medium term.  

Thailand offers a solid template for NVDR policy in Vietnam. 
Introduced there 20 years ago, NVDRs accounted for 43% of foreign 
trading and 18% of total trading on the Stock Exchange of Thailand (SET) 
in 2019. The underlying shares are held by a subsidiary of the SET, 
which generally does not exercise voting rights, while the economic 
benefits of the shares (but not voting rights) are passed through to the 
holders of the NVDRs. As such, Thai NVDRs trade at the same price as 
“local shares”, and “foreign shares” transact on the exchange at nearly 
the same price—a stark contrast to the situation in Vietnam today. 

Vietnam’s full-FOL shares typically command high premiums, and 
underlying market prices have also been supported recently by inflows 
into new HOSE-listed ETFs that target full-FOL stocks. But if NVDRs are 
implemented based on the SET model, market prices and full-FOL prices 
should converge, or at least move much closer, boosting the liquidity and 
price transparency of full-FOL shares. NVDRs should also support the 
argument for eventual FTSE/MSCI Emerging Markets Index inclusion. 
They should also increase Vietnam’s weighting in these benchmarks. 

Convergence is likely. Holders of full-FOL shares today often argue 
that the “correct” price is the price that foreign investors are willing to pay, 
and not the “incorrect” (i.e., much lower) price that domestic investors 
are paying. This argument could be overly optimistic; our best guess is 
that the “correct” price is somewhere in the middle. Share prices are 
indeed likely to rise with the arrival of NVDRs, but FOL premiums are 
likely to decline to much lower levels (as is the case in Thailand).  

Implementation risks: We believe the basic legal framework for NVDRs 
should come into play in January. But the market’s cornucopia of 
idiosyncrasies suggests that not all decision-makers will welcome the 
advent of Thai-style NVDRs. This concern is highlighted by the current 
pushback against a possible SSC move to peg FOL limits at the relevant 
statutory caps rather than allowing individual firms to retain FOL limits 
that are below the caps. To be sure, we are very optimistic about NVDR 
adoption—but, as always, the devil is in the details of implementation.
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NVDRs account for 40-45% of foreign 

investor turnover in Thailand… 

 

What’s new? 

► Non-voting depository receipts 
appear to be within sight following 

recent legal changes.  

► As always, the devil is in the 
details of implementation – 

subsequent guidance on NVDRs will 
be key to a successful rollout. 

► Thailand as a template: NVDRs 

account for 43-47% of foreign trading 
in the Thai market.    

 

 

Market outlook 

► NVDRs should be highly beneficial if 
they are properly implemented.  

► Increased foreign inflows should emerge 

due to strong appetite for NVDRs, positive 
implications for emerging markets inclusion, 
and higher index weightings for Vietnam. 

► Full-FOL stocks should rise as NVDRs are 

rolled out, but what will happen to FOL 
premiums is an open question. We think they 
are likely to tighten substantially. 
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Thailand: Foreign shares trade on-exchange 
& at almost the same prices as local shares. 

 

 

 

 

 

Back in Vietnam, full FOL shares have 
caught a tailwind since August. 
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NVDRs: Thailand as a template 

Foreign ownership limitations on domestic equities are entirely justified for a 
market at Vietnam’s stage of development, in our opinion. Indeed, such 
limitations are common in numerous other markets, often more developed 
ones such as Thailand. But the Land of Smiles has overcome this issue, in 
part by a rational and effective regime for non-voting depository receipts 
(NVDRs). As such, we reached out to our colleagues at Yuanta Thailand to 
gain a better understanding of how NVDRs have been implemented there, 
given Thailand’s 20 years of experience with this solution.  

An NVDR might appear to be a fairly simple product conceptually, but the 
details of implementation could be rather complex. In Thailand, the structure 
is such that the Thai NVDR Corp, a subsidiary of the SET, holds listed 
securities (comprising ordinary shares, preference shares, warrants, and 
Transferable Subscription Rights) while issuing NVDRs on those securities to 
the purchaser through a securities broker.  

The holder of the NVDRs is entitled to the economic benefits of the relevant 
securities including dividends and capital gains, without actually owning the 
shares.  

The SET provides detailed information on its NVDR infrastructure here 
(notably, this information is presented in English, which is another factor by 
which index providers distinguish emerging markets from frontier markets). 

Critically, the NVDR holder cannot exercise shareholder voting rights. 
Those rights are retained by the Thai NVDR Corp, which states in its 
prospectus that it abstains from voting in almost all circumstances (an 
exception is an attempt to delist the securities). 

In this way, foreigners are unable to obtain management control, thus 
ensuring that 1) the underlying purpose of the FOL regulations is achieved, 2) 
the foreign investor has his/her desired exposure to the investment 
opportunity, and 3) issuers have wider and greater sources of capital (and 
thus a lower cost of capital) than would otherwise be the case.  

Fig 1: Thai NVDR flowchart 

 

Source: SET  

 

In Thailand, NVDRs allow 

foreign investors to obtain 

economic exposure to 

attractive investment 

opportunities…  

…which increases the market 

liquidity and decreases the 

cost of capital for 

corporates — all without 

risking the possibility of 

undesired corporate control by 

foreigners.  

https://www.set.or.th/nvdr/en/about/about.html
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As such, this would appear to be a win-win-win situation. But wait – Thailand 
has achieved a fourth win from its NVDR regime. In 2019, MSCI tweaked its 
rules to allow NVDRs to be included in its free float-based weightings for its 
benchmark indexes. This resulted in an upgrade to Thailand’s weighting in 
those benchmarks, including the critical MSCI Emerging Markets Index. 
(Thailand has been included on that index since its inception, so the advent 
of NVDRs did not influence its emerging markets status per se, but it did 
allow for an increased country weighting).  

As a result, NVDRs have retained their popularity some 20 years after they 
were adopted in Thailand, accounting for 18% of total turnover (and 47% of 

total foreign turnover) on the SET in 2019. According to SET statistics, some 
814 individual securities were linked to NVDRs as of August 2020. 

Fig 2: NVDRs accounted for 18% of SET turnover in 2019… 

 
Source: SET, Yuanta Thailand  
Fig 3: …and 43% of total 2019 foreign trading on the SET. 

 

Source: SET, Yuanta Thailand  

 

The icing on the cake: An 

increased country weighting 

for Thailand in the MSCI 

Emerging Markets Index. 

https://www.bangkokpost.com/business/1737895/foreign-holding-tallies-30-of-set#group=nogroup&photo=0
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Thailand also has a foreign board, where securities that are designated for 
foreign investors trade. Unlike NVDRs, these securities retain both the 
financial benefits and voting rights. These shares are not exactly the same as 
Vietnam’s FOL shares. For example, foreign investors can purchase 
securities designated for local investors and then apply for them to be 
included as securities designated for foreigners (assuming that the foreign 
share cap has not yet been reached).  

We suspect that this process is somewhat cumbersome and not commonly 
implemented (although we’re not exactly sure), but it certainly differs from the 
situation in Vietnam, where companies today are able to set their FOL limits 
at levels below the regulatory cap while waiting for the market to boom so 
they can sell shares at sky-high prices (arguably, this is the right thing to do 
from a corporate governance perspective but we think it is negative for 
capital markets overall, as discussed subsequently).  

In any case, the “foreign shares” in Thailand tend to trade within a tight range 
of the “local shares”. Whether this is due to the semi-fungible nature of the 
“local shares” into “foreign shares” or because of the existence of NVDRs is 
an excellent question – perhaps both features of the Thai market drive this 
happy outcome. 

Fig 4: Foreign investor total trading in Thailand by year 

 
Source: SET, Yuanta Thailand  
Fig 5: Foreign Board trading is a relatively small portion of 
total foreign trading on the SET 

 

Source: SET, Yuanta Thailand  

In Thailand, securities 

designated for foreign 

investors trade at prices that 

are very close to shares that 

are designated for domestic 

investors – a stark contrast to 

Vietnam. 
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Figure 6:  KBANK vs. KBANK-F (foreign) 
 

 

Source: Yuanta Thailand 

Figure 7: SCC vs. SCC-F 
 

 

Source: Yuanta Thailand 

Figure 8:  BBL vs BBL-F 
 

 

Source: Yuanta Thailand 

Figure 9: ADVANC vs ADVANC-F 
 

 

Source: Yuanta Thailand 

Figure 10:  SCB vs SCB-F 
 

 

Source: Yuanta Thailand 

Figure 11: LH vs LH-F 
 

 

Source: Yuanta Thailand 
Of course, Vietnam doesn’t have a Foreign Securities Board, but the put-
through market system already allows for up- / down-limit block trading, 
which works quite well for transactions in full-FOL shares as long as the FOL 
premium falls within the daily limit.  

For example, assuming that NVDRs result in pricing convergence to within 
7% for securities listed on the HOSE, this would obviate the settlement 
problems of off-exchange transactions that are required for transactions 
involving premiums higher than the daily up-limit. In addition, we believe that 
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the convergence of local and FOL shares should be much tighter than 7% if 
NVDRs are implemented as they are in Thailand.  

Fig 12: Thai NVDR: Statistics  

2015 2016 2017 2018 2019

787 804 843 843 829

622 626 642 642 635

- Common Shares 515 521 538 544 545

- Preferred Shares 4 4 4 5 5

- Warrants 103 101 100 93 85

165 178 201 201 194

- Common Shares 122 134 149 159 163

- Warrants 43 44 52 42 31

637 655 687 703 708

- SET 515 521 538 544 545

- mai 122 134 149 159 163

99.53 99.85 99.85 99.86 99.86

717,853.70 959,755.88 1,245,069.36 1,085,118.15 1,243,949.85

- SET 713,104.31 953,391.45 1,241,126.10 1,082,217.87 1,240,483.61

- mai 4,749.39 6,364.43 3,943.25 2,900.29 3,466.24

Note:
1/

Total Listed companies excluding Property Fund

2/
Excluding investment in underlying securities which were not yet listed on the Exchange

Market Value of Securities held by the 

Thai NVDR (THB mn)2/

No. of Securities held by Thai NVDR

SET

mai

No. of Listed Companies invested by 

the Thai NVDR

% No. of Invested Companies to Total 

Listed companies1/

 

Source: SET, Yuanta Thailand  

 

We believe that NVDRs could help to resolve the problems that foreign 
ownership limits (FOLs) present to Vietnam’s capital market participants.  

This obviously includes foreign institutional investors who wish to gain 
exposure to Vietnam’s most attractive equities at close to the prevailing 
market prices and without having to wait for (and bear the risks of) prolonged 
settlement periods for off-exchange transactions.  

In addition, the regulatory caps on foreign ownership are a constraint for 
capital-hungry corporates and in particular full-FOL (or near full-FOL) banks.  

For the market overall, the increased liquidity and positive implications for 
FTSE and MSCI emerging markets inclusion in the next few years would be 
clear benefits. In addition, NVDRs might be included in the index providers’ 
Emerging Markets Indices which would boost Vietnam’s country weighting 
and attract additional capital (as was the case in Thailand in 2019). Of course, 
none of this is written in stone. 

Is it really going to happen? The possibility of introducing NVDRs in 
Vietnam has been bandied about for years, with the SSC explicitly ruling out 
the product in 2015. However, recent changes to the Securities Law (in 4Q19) 
and the Enterprise Law (in 2Q20) point toward the potential for NVDR 
implementation in the medium term.  

The details of implementation remain to be unveiled and implemented, but it 
is not beyond the realms of imagination to envision NVDRs being 
implemented here as early as 2H21. 

We believe that this arrangement should work well for the vast majority of 
foreign institutional investors, who typically invest with management teams 
that they like rather than those that they don’t like. There are exceptions to 
this of course (e.g., activist investors and corporate raiders), but we don’t 

In Vietnam, non-voting 

depository receipts appear to 

be within sight following recent 

legal changes. 

Potential benefits: 1) improved 

foreign access and liquidity, 2) 

broader sources of capital for 

issuers, 3) increased 

probability of E/M Index 

inclusion, 4) higher E/M Index 

weighting for Vietnam. 
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think such strategies by foreigners would make much headway in Vietnam 
(and certainly not without an activist local partner). 

We think that the answer is “yes, this will happen”, but with caveats 
about the implementation risks. Our understanding is that the basic legal 
framework for NVDRs as promulgated in the new Enterprise Law should 
come into effect in January. However, pondering the potential pitfalls that 
might emerge in Vietnam is worthwhile.  

Below we present some thoughts regarding where it might go pear-shaped. 
Our own experience with NVDRs is nil (i.e., zero) so we would welcome any 
feedback from clients regarding where we might be wrong or where we have 
overlooked other risks.  

In short, the market’s existing cornucopia of idiosyncrasies suggests that not 
all decision-makers will welcome the advent of Thai-style NVDRs. For a 
related (albeit different) example, this concern is highlighted by the current 
pushback against the SSC’s proposal to peg FOL limits at the relevant 
statutory caps (i.e., 30% for banks and other sensitive sectors, and 49% for 
other stocks).  

Under the current regime, those are of course the regulatory caps, but 
individual firms can (and do) retain FOL limits that are below the caps for 
their respective sectors.  

One obvious reason for a company to set a lower-than-maximum FOL limit 
for its stock is that doing so allows management to lock up FOL room while 
awaiting “more conducive markets” (i.e., higher share prices) to issue shares 
to foreigners, hopefully (from management’s perspective) at a substantial 
premium to the much-higher future prices.  

At the micro level, we view this as the proper way to conduct corporate 
governance because raising money at expensive valuations is always better 
for current shareholders (i.e., it is value accretive) than raising money at fair 
value or below fair value is. However, we think this practice is negative for 
the capital markets as a whole, both because it reduces overall liquidity and 
because it harms Vietnam Inc’s “brand” among the foreign investors who pay 
a substantial premium to what may be peak market valuations. Without 
getting into specific names, this situation has occurred in recent history and it 
is difficult to argue that it was positive for sentiment among foreign investors. 

In any case, such managers and controlling shareholders are not likely to 
welcome NVDRs if they result in pricing parity between local shares and FOL 
shares (as is the case in Thailand). We are concerned that the percentage of 
shares that can be allocated to NVDR creation might be limited to some 
arbitrary and low level.  

This does not appear to be the case in Thailand, where NVDRs account for 
23.5% of Bangkok Bank’s paid-in capital as of the end of August 2020, and 
an astounding 74% of TISCO’s preference shares. If Vietnam adopts an 
arbitrary and low cap on the percentage of outstanding shares in a security 
that can be allocated to NVDRs, the result might simply be the replication of 
the current full-FOL problems. If so, we could see a situation in which NVDRs 
command high premiums and require long off-exchange settlement periods, 
which would not bring about the full benefits of the NVDR solution (except, 
possibly, for increased capital sources / lower capital costs for issuers).  

Another risk: the managements who are currently arguing in favor of 
retaining their ability to lock up FOL shares at below the regulatory maximum 
might also clamor for control of how and when shares in their firm are 
allocated to NVDRs.  

Note that the flowchart in Fig 1 exhibits all of the parties involved in Thai 
NVDR creation and investment – the investor, the broker, and the Thai 
NVDR Corp (a subsidiary of the exchange). Crucially, the security issuer (i.e., 
the corporate) is not involved in this process.  

For policy, the devil is always 

in the details. Market 

participants must now wait for 

the details of Vietnam’s NVDR 

implementation policies. 

Risk 1: An arbitrarily low cap 

on the percentage of a security 

that can be allocated to NVDRs 

could replicate the existing 

full-FOL share problems. 

Risk 2: Requiring permission 

from corporates to engage in 

the NVDR process would 

further complicate the process.  

https://cafef.vn/mo-toang-room-ngoai-ngan-hang-khong-dong-tinh-20200915072953178.chn
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This is as it should be, in our view. Requiring corporate permission to 
create/trade NVDRs will reduce market efficiency, and no obvious rationale 
for doing this exists (at least, from the perspective of the broader capital 
markets). For example, in our experience, markets that have adopted single-
stock options do not require corporate permission to issue such options. An 
NVDR might be thought of as an unleveraged call option on the underlying 
security (albeit one that can never be exercised because doing so would 
transfer shareholder voting rights). 

A final point of discussion here is the issue of what happens to the voting 
rights of the securities that will underlie NVDRs in Vietnam. We aren’t sure if 
the entity established to create NVDRs here will be a subsidiary of the 
exchange(s) or a subsidiary of the Vietnam Securities Depository. For 
simplicity, the latter would seem to be the most sensible choice in our 
decidedly non-expert view.  

But more concerning is how the organization that holds the underlying shares 
will handle the voting rights inherent to those shares. Again, Thailand 
appears to offer a best-practice example: the Thai NVDR Corp states in its 
prospectus that it typically does not exercise the voting rights of the shares 
that it holds (an exception is for proposals to delist the securities).  

Leaving aside the practical difficulties of engaging in shareholder activism on 
the 814 Thai stocks that are linked to NVDRs, a subsidiary of a government 
regulatory/market infrastructure organization is not likely to be well-placed to 
engage in direct management control. For these reasons, the Thai NVDR 
Corp in principle abstains from voting, which seems like the best outcome to 
us. 

This practice also transfers effective management control to the owners of 
the shares that are not linked to NVDRs. It is thus value-accretive for 
controlling shareholders. For example, the 76.5% of BBL’s outstanding 
shares that are not linked to NVDRs retain 100% of shareholder voting power. 
This should at least somewhat placate any possible recalcitrant senior 
managers of Vietnamese firms, whose board control will only increase with 
each incremental NVDR that is issued on their firms’ shares.  

In summary, we remain very optimistic about NVDR adoption—but, as 
always, the devil will be in the details of implementation. We don’t count 
ourselves as product specialists, and we look forward to learning more about 
Vietnam’s NVDR adoption plans in the next several months and into 2021. 
Our best guess is that 2H21 would be the earliest possible rollout of actual 
NVDRs in Vietnam.  

Assuming policies are in place to address other issues (in particular, the pre-
funding requirement), properly-implemented NVDRs could support a possible 
upgrade to emerging markets watchlist status in 2022, an upgrade 
announcement in 2023, and actual inclusion in 2024.  

That might seem like a long way off, but the good news is that such market-
oriented reforms are likely to drive strong inflows into Vietnam stocks from 
both domestic and foreign investors long before actual emerging markets 
inclusion. (Indeed, emerging markets inclusion in c.2024 may turn out to be a 
dud event – but this is a topic for another day).  

 

Risk 3: What happens to the 

voting rights of the underlying 

shares?  

We look forward to hearing the 

details of the authorities’ NVDR 

plans in upcoming months.  

In our opinion, this should 

support an optimistic outlook 

for the market heading into 

2021. 
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Yuanta Vietnam Coverage Universe 

Sector Company

Stock 

code

Market 

cap 

(USDm)

3-month 

ADT 

(USDm) Yuanta Rating

Current 

price 

(VND)

Target 

price 

(VND)

Up (down) 

side

2020E 

Dividend 

yield

12-m 

TSR*

Banks Asia Commercial Bank ACB VN 1,940       4.5            BUY 20,800     25,690     24% 0.0% 24%

BIDV BID VN 7,020       1.8            SELL 40,450     37,300     -8% 0.0% -8%

HD Bank HDB VN 1,265       1.1            HOLD-Underperform 30,350     30,970     2% 0.0% 2%

MB Bank MBB VN 1,857       3.3            BUY 17,850     25,900     45% 0.0% 45%

Sacombank STB VN 868          5.3            BUY 11,150     12,950     16% 0.0% 16%

Vietcombank VCB VN 13,171     3.4            HOLD-Underperform 82,300     75,140     -9% 0.0% -9%

Vietnam Prosperity Bank VPB VN 2,403       3.4            HOLD-Underperform 22,850     22,500     -2% 0.0% -2%

Brokers HCM City Securities HCM VN 261          2.0            BUY 19,800     26,532     34% 6.7% 41%

Saigon Securities SSI VN 408          3.4            HOLD-Outperform 15,750     18,328     16% 3.9% 20%

Viet Capital Securities VCI VN 198          0.8            HOLD-Underperform 27,800     26,449     -5% 3.0% -2%

VNDirect Securities VND VN 112          0.3            HOLD-Underperform 12,500     13,150     5% 5.6% 11%

Energy PV POW POW VN 1,010       1.5            BUY 10,000     17,457     75% 3.0% 78%

PV NT2 NT2 VN 295          0.3            BUY 23,750     25,181     6% 8.4% 14%

PCC1 PC1 VN 134          0.3            BUY 19,500     24,092     24% 0.0% 24%

Consumer Masan Group MSN VN 2,788       3.2            HOLD-Outperform 55,000     84,908     54% 0.0% 54%

Phu Nhuan Jewelry PNJ VN 578          1.4            HOLD-Outperform 59,500     86,200     45% 3.4% 48%

Digiworld DGW VN 98            1.1            HOLD-Outperform 52,600     31,574     -40% 2.8% -37%

Oil & GAS PV Drilling PVD VN 198          2.0            HOLD-Outperform 10,900     10,429     -4% 0.0% -4%

Property Nam Long NLG VN 302          1.3            BUY 28,000     36,400     30% 1.8% 32%

Novaland NVL VN 2,635       3.4            HOLD-Outperform 62,900     65,073     3% 0.0% 3%

Khang Dien KDH VN 581          0.6            BUY 24,100     31,081     29% 2.1% 31%

Vinhomes VHM VN 11,028     6.3            BUY 77,700     94,862     22% 0.0% 22%

Transport Airports Corp Vietnam ACV VN 5,758       0.5            HOLD-Underperform 61,300     76,400     25% 0.8% 25%

*Note: TSR = Total shareholder return over the next 12 months inclusive of expected share price change and dividends. 

Stock ratings and pricing data is as of close on September 15, 2020.

Source: Bloomberg, Yuanta Vietnam  
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