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BANKING SECTOR

BUSINESS RESULTS Q1/2021

Sector outlook: Outperform

Vietnam key figures Q1/2021

GDP Growth yoy 4.48%
Outstanding credit (‘000 tril) 9.469
Credit/GDP (est) 116%
Credit growth ytd 2.93%
M2 growth ytd 1.47%
Refinancing rate 4.00%
Average inflation yoy 0.29%
Vietnam Banks

P/E 13.00
P/B 2.21
ROA 1.49%
ROE 16.73%
NIM 3.57%
Market cap (VND Bil) 1,656,562
Market

P/E VNINDEX 17.0
P/B VNINDEX 2.58
P/E Asia Pacific Banking* 11.6
P/B Asia Pacific Banking * 1.06

(*)Source: MSCI, 30/4/2021
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Key themes

1.

Q12021, credit to the economy grew by 2.93% ytd
(compared to 0.68% in the same period of 2020); pol-
icy rate remained low, expected to go sideways until
the end of the year; abundant liquidity.

2. 1st quarter business results of banks were positive
compared to the same period last year.

3. Bad debts are well controlled; Circular 03/2021 (re-
placing Circular 01/2020) plays an important role in
supporting the system health.

4. AGM 2021: Many banks approved plans to pay divi-
dends in shares to strengthen capital buffers.

5. Remarkable event: On April 28, 2021, VPB signed an
agreement to sell 49% holding in FE Credit to SMBC
Group (Japan).

SUMMARY

Maintain “Outperform” rating for the sector.

Based on 1st quarter results and epidemic control
capacity in Vietnam as well as support policies from
the SBV (interest rate reduction, TT03/2021), we
believe that most banks will achieve their business
target for 2021.

Some banks picked for outstanding 2021 performance:
VPB with cash flow from selling FE Credit, CTG
recovering from the restructuring period, VCB no
longer has provision expenses pressure.

Along with positive business results, capital raising
activities and the search for strategic partners (LPB,
OCB, SHB, VCB, TPB, VPB) or signing exclusive
insurance cooperation contracts (HDB, LPB), will be
one of the positive driving forces driving the
momentum of banking stocks in the period of 2021-
2022.

P/E, P/B of sector are still attractive when they are
respectively 30% and 16% lower than VNINDEX.
Compared to the emerging markets and ASEAN peers,
the current higher price of banking stocks is fully in
line with the attractive profitability and potential of
Vietnam's banking industry in a more favorable macro
condition.
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VIETNAMESE BANKING STOCKS

Ex- Marcap P/B ROA% ROE% NIM NPL Close
change (VND Bil) TTM TTM TTM TTM price
Date:
2021-05-
11 (VND)
BAB Bac A Bank HNX 17.925 28.22 210  0.57% 7.65%  2.01% 0.42% 25,300
NVB National Citizen HNX 607.28 1.54 0.01% 0.25%  2.62% 1.49% 16,200
Banks 6,590
SHB SHB HNX 45251 13.17 177 085% 14.24%  2.83% 1.89% 23,500
ACB Asia Commercial HOSE 8.97 2.04 2.02% 2517%  3.86% 0.91% 35,800
Bank 77,384
BID BIDV HOSE 169327 20.22 214  056% 1037%  2.57% 1.76% 42,100
CTG VietinBank HOSE 164.575 9.28 1.80 1.37% 20.76%  3.03% 0.88% 44,200
EIB Eximbank HOSE 31596 36.06 1.86 0.57% 527%  2.22% 2.30% 25,700
HDB HDBank HOSE 47813 9.71 194 1.70% 20.16%  4.63% 1.51% 30,000
LPB LienViet Post Bank HOSE 23266 10.33 154 099% 16.01%  3.38% 1.43% 21,650
MBB MBBank HOSE 91519 8.99 1.78  2.18% 20.42% 4.96% 1.29% 32,700
MSB MSB Bank HOSE 26553 9.83 1.49 1.55% 16.17%  3.52% 1.86% 22,950
OCB Orient Commercial HOSE 6.95 142 257% 21.78%  3.88% 1.69% 23,900
Bank 26,192
SSB SeABank HOSE 33845 19.74 238 093% 1258% 2.19% 1.80% 28,000
STB Sacombank HOSE 44460 16.48 1.50 0.55% 9.44%  2.66% 1.48% 24,650
TCB Techcombank HOSE 164731 11.54 210 336% 19.56%  5.36% 0.38% 47,000
TPB  TienphongBank HOSE 31981 822 178 193% 2376% 423%  1.19% 31,000
VCB Vietcombank HOSE 363.099 17.15 3.60 1.70% 22.11% 3.07% 0.88% 97,900
VIB  VIBBank HOSE 68006 1301 352 228% 3027% 423%  0.00% 61,300
VPB VPBank HOSE 154649 13.62 276  2.71% 2195%  8.58% 3.46% 63,000
ABB An Binh Bank UPCOM 10339 8.50 1.11 1.21% 1396%  2.66% 0.00% 17,800
BVB Viet Capital Bank UPCOM 5438 19.64 135 0.42% 6.28%  2.09% 2.83% 14,600
KLB Kienlongbank UPCOM 8639 14.27 194 1.05% 15.00%  2.92% 1.57% 27,300
NAB Nam A Bank UPCOM 7988 7.11 115 085% 17.01% 2.61% 0.95% 17,600
PGB PG Bank UPCOM 4493 25.75 112 0.50% 447%  2.94% 2.58% 15,200
SGB Saigon Bank UPCOM 4074 38.16 111  0.48% 292%  2.81% 1.58% 13,200
VBB VietBank UPCOM 5827 26.13 1.08  0.26% 420%  0.51% 1.87% 13,900

Source: Fiinpro, dated 11/5/2021

Table: Vietnamese banks and peers

P/E Median P/B median ROE Median NIM Median
VN Banks 13.01 1.86 19.56% 3.38%
Thailand Banks 10.73 0.69 7.27% 3.33%
Chinese Banks 5.45 0.55 10.96% 2.09%
Korean Banks 5.47 0.48 7.60% 2.19%
Malaysian Banks 14.46 1.13 7.65% 1.86%

Sources: Bloomberg, IVS Research
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Credit to the economy grew by 2.93% in the first quarter, higher than the same period in
2019-2020, but still lower than the first quarter of 2018.

Positive recovery in credit Interbank Rates remain low
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It is likely that credit growth target for 2021 (8%-12%) would be achieved as the growth rec-
orded in 1st quarter at 2.93% is relatively high and reflects the recovery.

In the interbank market, interest rates remained low (exempt for a short jump in early February
due to the Lunar New Year seasonal factor) showing that there is a little challenge for the system
liquidity.

A little signal of recovery: profits increased sharply, spiked credit to customers at MSB,
MBB, TCB (exceeding SBV’s credit limits provided).

Credit growth in many banks was Profitability rebounds
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Profitability rebounded thanks to several reasons:

e Low profit base in Q1/2020.

e Lending recovered compared to Q1/2020.

o Netinterest margins expanded thanks to a the decrease in funding costs more than lend-
ing interest rates decline.

e Sharp operating cost cutting.

Asset’s quality is well controlled

NPL mixed at the end of Q12021 Provision expenses sharply down at
4.00% CTG
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- Total bad debts of banks increased by 5.3% compared to the end of 2020.

- The increase in NPL ratio at some banks (ACB, MBB, VCB) may be due to the proactive
actions that banks classified mentioned/low quality loans to Group 4-5 loans as well as
stop restructuring loans according to Cir03.

- Circular 03/2021 plays an important role in supporting banks to help relieve the provi-
sion expenses pressure in the short term. (Investors refer to the report on the impact of
Cir03 on banks here).

The approval of capital raising is the key point of 2021 AGM

Planed Banks' charter capital at the end of 2021 CAR 2020
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High dividend ratio at 25%-30% (by shares) was approved in many banks to strengthen capital
buffers.

COMMENTS

= Maintain “Outperform” rating for the sector.

= Based on 1st quarter results and epidemic control capacity in Vietnam as well as support
policies from the SBV (interest rate reduction, TT03/2021), we believe that most banks
will achieve their business target for 2021.

= Some banks picked for outstanding 2021 performance: VPB with cash flow from selling
FE Credit, CTG recovering from the restructuring period, VCB no longer has provision ex-
penses pressure.

= Along with positive business results, capital raising activities and the search for strategic
partners (LPB, OCB, SHB, VCB, TPB, VPB) or signing exclusive insurance cooperation con-
tracts (HDB, LPB), will be one of the positive driving forces driving the momentum of
banking stocks in the period of 2021-2022.

= P/E, P/Bofsector are still attractive when they are respectively 30% and 16% lower than
VNINDEX. Compared to the emerging markets and ASEAN peers, the current higher price
of banking stocks is fully in line with the attractive profitability and potential of Vietnam's
banking industry in a more favorable macro condition.
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COMPANY RATING DEFINITION

Benchmark: VN - Index. Time Horizon: 6 to 18 months
Buy Relative Performance is greater than 15%
Or the Fundamental outlook of the company or sector is favorable
Accumulate Relative Performance is 5% to 15%
Or the Fundamental outlook of the company or sector is favorable
Neutral Relative Performance is -5% to 5%
Or the Fundamental outlook of the company or sector is neutral
Reduce Relative Performance is -15% to -5%
Or the Fundamental outlook of the company or sector is unfavorable
Sell Relative Performance is lower than - 15%

Or the Fundamental outlook of the company or sector is unfavorable

SECTOR RATING DEFINITION

Benchmark: VN - Index Time Horizon: 6 to 18 months
Outperform Relative Performance is greater than 5%
Or the Fundamental outlook of the sector is favorable
Neutral Relative Performance is -5% to 5%

Or the Fundamental outlook of the sector is neutral
Underperform Relative Performance is lower than -5%
OrThe Fundamental outlook of the sector is unfavorable

DISCLAIMER

We, the authors, hereby certify that the views expressed in this report accurately reflect our personal
views about the subject securities or issuers. We also certify that no part of our compensation was, is, or
will be, directly or indirectly, related to the specific recommendations or views expressed in this report.
The equity research analysts responsible for the preparation of this report receive compensation based
upon various factors, including the quality and accuracy of research, client feedback, competitive factors,
and overall firm revenues, which include revenues from, among other business units, Institutional Equities
and Investment Banking. IVS and its officers, directors and employees may have positions in any securities
mentioned in this document (or in any related investment) and may from time to time add to or dispose
of any such securities (or investment). IVS may have, within the last three years, served as manager or co-
manager of a public offering of securities for, or currently may make a primary market in issues of, any or
all of the entities mentioned in this report or may be providing, or have provided within the previous 12
months, significant advice or investment services in relation to the investment concerned or a related
investment. This report has been prepared on the basis of information believed to be reliable at the time
of publication. IVS makes no representation or warranty regarding the completeness and accuracy of such
information. Opinions, estimates and projection expressed in this report represent the current views of
the author at the date of publication only. They do not necessarily reflect the opinions of IVS and are
subject to change without notice. This report is provided, for information purposes only, to institutional
investors and retail clients of I[VS in Vietnam and overseas in accordance to relevant laws and regulations
explicit to the country where this report is distributed, and does not constitute an offer or solicitation to
buy or sell any securities discussed herein in any jurisdiction. Investors must make their investment
decisions based upon independent advice subject to their particular financial situation and investment
objectives. This report may not be copied, reproduced, published or redistributed by any person for any
purpose without the written permission of an authorized representative of IVS. Please cite sources when
quoting.
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