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Foreword ▪ This report continues last topic on Banks’ provision published in Sep 2020
named “Banks’ Provision and Bad Debts Clearance in the first Haft of 2020”.

▪ The content here only considered the aspect of loan loss provision setting of the
bank up to present (including for restructured loan according to Circular
01/2020), the update of Circular 03/2021 as the amendment of Circular 01, its
impact on banks.

▪ From that, we will point out some banks that enjoy benefit from these changes
as well as some still under difficulty.

Key notes
1. Circular 03/2021 dated April 02/2021 eases one-time-large -provision

pressure for banks having high restructured loan (VPB, TCB, TPB)

2. Profit is expected to breakthrough in banks owning strong provision buffer.

VCB is the most prudent bank in the sector

3. VAMC provision expenses pressure is removed, but provision expenses burden

on banks’ profit is still high, especially in VPB. Potential of improving margin

for CTG is promising

https://www.ivs.vn/userfiles/IVS%20Flash%20note_Banking%20sector_Sep2020.pdf


The amendment of Circular 01/2020, Circular 03/2021 dated April 02/2021 eases one-

time-large -provision pressure for banks having high restructured loan (VPB, TCB, TPB)

1. Debt rescheduling for clients affected by the Covid-19
pandemic until December 31, 2021

Credit institutions and foreign bank branches shall conduct debt
rescheduling debit balance of debts that fully meet the following
conditions:
▪ Firstly, arising before June 10, 2020, from lending and financial

leasing activities;
▪ Secondly, giving rise to obligations to repay loan principals and/or

interests from January 23, 2020 to December 31, 2021.
▪ Thirdly, the debt rescheduling for a debit balance of debts shall be

carried out in the following cases: Such debit balance is not due or
falls overdue for up to 10 days from the due date under the contract
or agreement; Debit balance of the debts arising before January 23,
2020 and overdue from January 23, 2020 to March 29, 2020; Debit
balance of the debts arising from January 23, 2020 and overdue
before May 17, 2021.

▪ Fourthly, being of clients that are unable to make due payment of
their loan principals and/or interests under contracts or
agreements due to loss of their revenues or incomes as a
consequence of the Covid-19 pandemic, as evaluated by credit
institutions or foreign bank branches; etc.

2. Timeline for loan loss provision
Despite the extension of the debt classifications, the new circular
states commercial banks must set aside money for potentially
unrecoverable COVID-19 affected loans within three years, starting
from 2021. The central bank last year allowed commercial banks
to avoid making the provisions in 2020 to support banks and
borrowers affected by the pandemic.
Under the new circular, the ratio of the provisions will increase
gradually, from 30 per cent of COVID-19-affected loans by the end of
2021 to 60 per cent by the end of 2022 and 100 per cent by the end
of 2023.

Main content of  Circular 03/2021



Profit is expected to breakthrough in banks owning strong provision buffer 

VCB is the most prudent bank in the sector

Sources: banks, IVS Research 

According to the new circular, banks have large restructured loan portfolio and low provision still face cost 
pressure in coming time meanwhile the remaining banks can recover sooner. 
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VAMC provision expenses pressure is removed, but provision expenses burden on 

sector’s profits is still high, especially in in VPB. Potential of improving margin for 

CTG is promising
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▪ Provision expenses eroded up tp 60% TOI of
banks, highest in Bid, SHB and VPB.

▪ Despite the higher pressure, the ratio of
provision cost/TOI in many banks in 2020 is
lower than in the period of 2018-2019 thanks to
the elimination of VAMC provision (most banks
have cleared VAMC debt by the end of 2019).

▪ Notably, in 2020, CTG cleared VAMC debts in
2020. CTG's specific provision balance is also
relatively high, so the pressure to set up a
provision in CTG will decrease significantly (the
ratio of provision expenses/TOI is expected to
be 30%, equivalent to VCB), helping to improve
profit margin.

▪ On the other hands, provision/TOI in VPB will
remain high due to the business nature and high
restructured loan portfolio.



CONCLUSION

▪ Remain outperform rating for Banking sector.

▪ Circular 03/2021 of the SBV is timely supporting measure to relieve pressure on the entire banking sector
thanks to the amendment of debt restructuring time limit, guidance on setting up provision for restructured
balances. The amended clauses are not too surprise than previously expected. Accordingly, banks will have
time to reschedule the setting up of provision expenses and debt handling.

▪ Although benefiting from Circular 03/2021 which helps relieve the pressure of provision in the short term,
the low specific provision balance / restructured loans shows that the profitability of VPB, ACB, TCB, HDB,
TPB group has not really broken through in the short term due to pressure from provisioning.

▪ We note that VPB with the characteristics of outstanding loans belonging to consumer finance and SMEs, will
face challenge to sharply reduce the size of restructured balances, so it will continue to be at the top of the
provision costs in the coming period.

▪ On the other hands, VCB, CTG, MBB group have been able to be more confident about a sustainable recovery
in profits since this year.



Equity research rating definition

COMPANY

Rating Definition

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

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%

Or the Fundamental outlook of the sector is

unfavorable

Benchmark: VN – Index.                                                                                       Time Horizon: 6 to 18 months



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 IVS in Vietnam and overseas in accordance with 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.



Team member

IVS RESEARCH & INVESTMENT STRATEGY

Member Position In charge of Email Ext.

Võ Thế Vinh Head of Research Strategy vinhvt@ivs.com.vn 704

Đỗ Trung Nguyên Deputy manager Strategy nguyendt@ivs.com.vn 703

Trần Thị Hồng Nhung Equity Analyst Banking sector nhungtth@ivs.com.vn 706

Đinh Quang Đạt Senior Equity Analyst Consumer sector datdq@ivs.com.vn

Phí Công Linh Senior Equity Analyst Real Estate sector linhpc@ivs.com.vn 709

mailto:vinhvt@ivs.com.vn
mailto:nguyendt@ivs.com.vn
mailto:nhungtth@ivs.com.vn
mailto:datdq@ivs.com.vn

