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Moody’s downgrades Techcombank’s credit rating
© KEY CONTENT
9 Recommendation: -
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5 banks today, and the outlook has changed from “stable” to o1
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(FC) and local currency (LC) deposit and issuer ratings Current price: VND26.200
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counterparty risk rating (LC and FC Counterparty Risk  Price performance
Ratings - CRR) was adjusted from Bal to Ba2. The LT
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Counterparty Risk Assessment (CR) was also lowered from 0% s
Bal to BaZ. 0%
£ This credit rating by Moody’s predicts the difficult situation 0% -
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& of the real estate industry, negatively affecting the 30% 4
‘é independent credit health of Techcombank when this unit -40%
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b focuses heavily on this field. Moody’s noted that the move -50% -
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3 By the end of 2022, real estate and construction loans 70% J
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Outstanding corporate bonds account for 6% of total
assets, according to a report by Moody’s.
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In the short term, buying and holding TCB shares will not Abs. % 84% 51%  -47.0%
= have many advantages as the bank is still affected by the
— 1 - 0, - 0, - 0,
é gloomy real estate market, making it difficult for the main &eézzve to VN -122% -2.6%  -77.1%
o loan book related to real estate to expand. Meanwhile, the
= IB services segment, which is mainly related to bond Avg price 26,941 27,379 32,948
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ol issuance, has also been greatly affected in the past 2 years.
In addition, with the current credit rating, the bank would sources: Bloomberg, Guotai Junan (VN)
be under pressure of the higher COF - the cost of
mobilization will increase in the future due to the rating
downgrade, thereby affecting the bank's profit margin.
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Further analysis of the impact of the real estate loan portfolio on Techcombank's assets and
valuation.

Currently, Techcombank's total loans are about VND 420 trillion. Based on the above data, 29% of
outstanding loans belong to the real estate sector, equivalent to about VND 130 trillion.

Figure-1: Techcombank’s corporate loan structure
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Source: TCB, Guotai Junan (VN).

In the worst case scenario, we assume 50% of the loan is transferred to bad debt, with a collateral ratio of
about 50% of the loan value (LTV=50%), then the provision TCB must make is about 30,000 VND billion.
As the result, the bank's equity would decline to 82VND trillion, equivalent to the BVPS= 23,400VND.
Therefore, the current share price (VND26,200/share) has almost reflected the most negative impacts on
the bank's outlook.

Of course, we believe that the probability of this happening is very low in the case of TCB. The bank still
maintained good asset quality, NPL ratio <1%. Meanwhile, business results are still quite positive with
profit margin leading the industry.

RECOMMENDATION

In the short term, buying and holding TCB shares will not have many advantages as the bank is still
affected by the gloomy real estate market, making it difficult for the main loan book related to real estate
to expand. Meanwhile, the IB services segment, which is mainly related to bond issuance, has also been
greatly affected in the past 2 years. In addition, with the current credit rating, the bank would be under
pressure of the higher COF - the cost of mobilization will increase in the future due to the rating
downgrade, thereby affecting the bank's profit margin.
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COMPANY RATING DEFINITION

Benchmark: VN - Index. Time Horizon: 6 to 18 months
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 S
Neutral Relative Performance is -5% to 5% g
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
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%
OrThe Fundamental outlook of the sector is unfavorable
DISCLAIMER
The views expressed in this report accurately reflect personal views on securities codes or the issuer of the
analyst(s) in charge of the preparation of the report. Investors should consider this report as reference and
should not consider this report as securities investment consulting content for making decisions on
investments and Investors shall be responsible for the investments decisions. Guotai Junan Securities
(Vietnam) Corp. may not be responsible for the whole or any damages, or an event(s) considered as
damage(s) incurred from or in relation to the act of using all or part of the information or opinions stated
in this report.
The analyst(s) responsible for the preparation of this report receive(s) remuneration based upon various
factors, including the quality and accuracy of the research, clients’ feedbacks, competitive factors and the
revenue of the company. Guotai Junan Securities (Vietnam) Corp. and/or its members and/or its General
Director and/or its staffs may have positions in any securities mentioned in this report (or in any related
investments).
The analyst(s) responsible for the preparation of this report endeavours to prepare the report based on .
information believed to be reliable at the time of publication. Guotai Junan Securities (Vietnam) Corp. §
makes no representations, warranties and covenants on the completeness and accuracy of the information. =
Opinions and estimates expressed in this report represent views of the analyst responsible for the L;
preparation of the report at the date of publication only and shall not be considered as Guotai Junan 2
Securities (Vietnam) Corp.’s views and may be subject to change without notice. 8

This report is provided, for information providing purposes only, to Investor including institutional
investors and individual clients of Guotai Junan Securities (Vietnam) Corp. in Vietnam and overseas in
accordance with laws and regulations explicit and related in the country where this report is distributed,
and may not constitute an offer or any specified recommendations to buy, sell or holding securities in any
jurisdiction. Opinions and recommendations expressed in this report are made without taking differences
regarding goals, needs, strategies and specified situations of each and every Investor(s) into consideration.
Investors acknowledge that there may be conflicts of interests affecting the objectiveness of this report.
The content of this report, including but not limited to this recommendation shall not be the basis for
Investors or any third party to refer to with the aim to requiring Guotai Junan Securities (Vietnam) Corp.
and/or the analyst responsible for the preparation of this report to perform any obligations towards
Investors or the third party in relation to the investment decisions of Investors and/or the content of this
report.

This report may not be copied, reproduced, published or redistributed by any person(s) for any purposes
unless upon a written acceptance by a competent representative of Guotai Junan Securities (Vietnam) Corp.
Please cite sources when quoting.

£
Q
Q
o
>
c
©
Q
£
o
(O]

See the last page for disclaimer Page 3 of 4



CHUNG KHOAN GUOTAI JUNAN (VIET NAM) Techcombank (TCB)
GUOTAI JUNAN SECURITIES (VIETNAM)

GUOTAI JUNAN VIETNAM RESEARCH & INVESTMENT STRATEGY

Tran Thi Hong Nhung
V6 Thé Vinh
Equity Analyst- Banking sector
Head of Research

nhungtth@gtjas.com.vn

vinhvt@gtjas.com.vn - ext:701

(024) 35.730.073 - ext:703

CHUNG KHOAN GUOTAI JUNAN (VIET NAM)
GUOTAI JUNAN SECURITIES (VIETNAM)

CONTACT Hanoi Head Office HCMC Branch
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