
 

 
 

 

 

Small & Midcap Research 

www.vndirect.com.vn  1 

IN ALLIANCE WITH 

 

 
 

LIENVIET POST BANK (LPB) - UPDATE 

Market Price Target Price Dividend Yield Rating Sector 

VND7,800 VND10,000 0.0% ADD FINANCIALS 

 

Outlook – Short term  Outlook – Long term  Valuation 

 
 

 
 

 
Negative Neutral Positive  Negative Neutral Positive  Negative Neutral Positive 

 
 

 

 
 

 
 

  

LPB posted robust profit growth in 1H19, but asset quality showed 

clear signs of deterioration. 

Robust 1H19 net profit growth on strong income and costs cutting. 
Net interest income rose 27.7% yoy thanks to a decent loan growth 
(+12.8% yoy) while customer deposits fell (-11.1% yoy) on rising funding 
costs. Non-interest income jumped by triple yoy on surging net fee income 
(+151.1% yoy), driven by active promotions of card products, digital 
banking services, insurance products and higher service fees, which were 
raised in Jun 2018. Operating expenses grew 16.6% yoy on slow network 
expansion and provision expenses dipped 3.2% yoy, hence net profit 
surged 76.7% yoy to VND898bn, forming 81.7% of our FY19F forecast.    

Deteriorating asset quality raised our concern. In 1H19, non-
performing loans (NPL) increased fast with the NPL ratio rose 45bp yoy to 
1.5% at end-2Q19. Provisioning was slow and loan write-offs was minimal 
(~VND5bn in 1H19 vs. VND267bn in 1H18), thus 1H19 provision expenses 
dropped 3.2% yoy, boosting the bottomline. Low provisioning coupled with 
rising NPL led to a sharp drop of the loan-loss-reserves, from 112.0% at 
end-2Q18 to 77.9% at end-2Q19. The majority of provision booked in 1H19 
was for VAMC bonds, but provision coverage for VAMC bonds was 65.6%, 
thus we believe LPB is unlikely to complete VAMC provisioning in 2019.   

We raise FY19F net profit forecast by 24% but expect lower profit 
growth in 2H19F. Higher net profit forecast is based on: 1) higher fee 
income estimation, driven by payment services and bancassurance; 2)  
lower provision expenses forecast, as LPB deems to keep low provisioning 
to support the bottomline. We expect provision expenses and operating 
expenses to rise in 2H19F, as LPB needs to enhance its provision 
coverage and speed up network expansion. Besides, the growth of fee 
income will temper down in 2H19F as higher service fees have been in 
effect since Jun 2018. We project 42.0% yoy net profit growth for FY19F.  

However, we lower our TP to VND10,000 due to a 12.8% dilution from 
the recent right issuance and due to a lower target FY19F P/B of 0.7x vs. 
1.0x previously. We lower our target P/B on worsening investors’ sentiment 
from stagnant progress on strategy execution. LPB’s plan to move to 
HOSE has taken a long time with little progress and its right issuance plan 
in 2018 was not very successful. LPB is currently traded at 46% discount 
vs. peers but we view that all the negatives have priced in and the stock is 
undervalued, as such we maintain ADD rating for LPB. 
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Key changes in the report 

 TP lowered from VND12,200 to VND10,000  
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Key statistics 

52w high (VND) 10,095 

52w low (VND) 7,700 

3m Avg daily volume (shares) 0.5m 

3m Avg daily value (VNDm) 3,763 

Market cap (VNDbn) 6,928 

Outstanding shares (m) 888 

Free float (%) 20 

TTM P/E (x) 6.9x 

Current P/B (x) 0.6x 

 

Ownership 

Vietnam Post 12.7% 

H.T.H Ltd. Co. 5.0% 

Mr.Nguyen Dinh Thang 3.6% 

Others 78.7% 

Source: VNDIRECT RESEARCH 

 

 

 

Source: VNDIRECT RESEARCH 

Financial summary (VND) 12-16A 12-17A 12-18A 12-19E

Net interest income (bn) 4,024 5,227 5,016 5,705

Net interest margin 3.5% 3.6% 3.1% 3.2%

Total operating income (bn) 3,872 5,103 4,879 6,028

Total provision charges (bn) (492) (522) (618) (628)

Net profit (bn) 1,063 1,368 960 1,363

Net profit growth 203.8% 28.7% (29.8%) 42.0%

Adjusted EPS 1,397 1,657 936 1,171

BVPS 11,588 12,451 12,954 14,154

ROAE 13.3% 15.4% 9.8% 12.0%
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1H19 RESULTS: STRONG PROFIT GROWTH ON COST CUTTING 

 

Figure 1: Results comparison (VND bn, otherwise noted) 

 
   Source: VNDIRECT RESEARCH 

 

1H19 net interest income (NII) grew 27.7% yoy on decent loan 
growth and modest deposit growth. Asset yields hiked 30bp yoy 
thanks to the expansion of retail lending but funding costs accelerated 
faster (+43bp yoy) due to a 45.9% drop in CASA, hence NIM fell 7bp 
yoy to 3.2%. LPB kept a decent loan growth (+12.8% yoy), while 
customer deposits fell (-11.1% yoy) on rising funding costs, in a bid to 
curb the rise of interest expenses. In 1H19, lending grew 8.4% and 
customer deposits rose 4.1% vs. end-FY18.    

1H19 non-interest income (non-II) jumped more than three-fold 
yoy on surging net fee income (+151.1% yoy), driven by active 
promotions of card products, digital banking services, insurance 
products and due also to higher service fees, which were raised in Jun 
2018. Other non-II recorded VND47bn profit in 1H19 vs. VND3bn in 
1H18 on better income from foreign currency trading and lower 
provision expenses for investment securities. However, fee income 
was the main contributor to non-II, accounting for 69% of 1H19 non-II. 

Net profit surged 76.7% yoy on costs cutting. Total operating 
income jumped 31.7% yoy, while operating expenses grew 16.6% yoy 
and provision expenses dipped 3.2% yoy, hence net profit surged 
76.7% yoy to VND898bn, fulfilling 81.7% of our FY19F forecast. Cost-
to-income ratio declined from 65.6% in 1H18 to 58.1% in 1H19 due to  
slower network expansion (eight new branches/transaction offices in 
1H19 vs. 105 in 1H18). Provision expenses dropped despite a 45bp 
yoy hike in NPL ratio, causing its loan-loss-reserves to decline sharply 
from 112.0% at end-2Q18 to 77.9% at end-2Q19.  

 

  

Profit & Loss 

Statement
2Q19 % yoy % qoq 1H19 % yoy

VNDIRECT 

FY19F old 

forecasts

% 

VNDIRECT 

forecasts

Comments

Net interest income 1,563  38.8% 11.6% 2,965  27.7% 5,705         52.0% In line with our forecast.

Non-interest income 63       n/m -28.3% 151    239.0% (52)             n/m

Higher than our forecast due to better-than-expected fee 

income and due to the change in accounting, in which 

expenses from other activities were reclassified into 

operating expenses. Due to the accounting change, net 

income from other activities increased and operating 

expenses also increased. 

Operating revenue 1,626  55.8% 9.2% 3,116  31.7% 5,653         55.1% Higher than our forecast.

Operating expenses (965)    20.9% 14.3% (1,809) 16.6% (3,561)        50.8%

Slightly higher than our forecast due to the reclassification 

of expenses. We expect 2H19 operating expenses will be 

higher than 1H19 due to more aggressive network 

expansion in the subsequent quarters.

Pre-provision profit 661     169.3% 2.6% 1,306  60.4% 2,091         62.5%

Provision expenses (56)      -58.4% -58.0% (189)   -3.2% (703)           27.0%
Below our forecast as provisioning was slow in 1H19, 

leading to a sharp drop in loan-loss-reserves.

Pretax profit 605     445.3% 18.4% 1,117  80.6% 1,389         80.4%

Net profit 487     438.0% 18.8% 898    76.7% 1,099         81.7%
Above our forecast due to strong non-II and low 

provisioning.
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FY19F OUTLOOK: PROFIT GROWTH TO DECELERATE IN 2H19F 

Figure 2: Earnings revision (VND bn, otherwise noted) 

 
   Source: VNDIRECT RESEARCH 

 

LPB recorded a robust net profit growth in 1H19 (+76.7% yoy). 
However, we project the growth to decelerate in 2H19F, and full-year 
net profit growth will be lower than 1H19, based on the following 
reasons: 

1) Lower net fee income growth. 1H19 saw strong growth in net 
fee income, partly thanks to higher service fees after LPB 
increased the fees in Jun 2018. As the newly imposed fees 
were effective since 2H18, the growth of fee income in 2H19F 
will slow from 1H19 high level. 

2) We project operating expenses to increase in 2H19F as LPB 
will speed up network expansion. During 1H19, LPB opened 
eight branches and transaction offices while the annual target 
is to open 152 new branches/transaction offices. With the 
targeted opening of a large number of branches/ transaction 
offices left for 2H19F, we project 2H19F operating expenses 
will be higher than 1H19, and forecast a cost-to-income ratio 
of 61% for FY19F, compared to 58% in 1H19.   

3) We expect provision expenses will increase in 2H19F. In 
1H19, provision expenses dropped 3.2% yoy, however, this is 
not a positive sign as LPB kept low provisioning while its NPL 
ratio rose from 1.03% at end-2Q18 to 1.48% at end-2Q19. In 
absolute term, as at end-2Q19, LPB’s non-performing loan 
jumped 62.0% yoy and 13.5% vs. end-FY18. Low provisioning 
coupled with rising bad debt led to a sharp drop in the loan-
loss-reserves, from 112.0% at end-2Q18 to 77.9% at end-
2Q19. Given its rising NPL, we expect LPB to ramp up 
provisioning in 2H19F to either improve its provision coverage 
or increase loan write-offs to cut the NPL ratio.     

  

Profit & Loss 

Statement
2018A Comments

Old forecasts New forecasts Change

Net interest income            5,016              5,705              5,705 0.0%

Non-interest income              (136)                 (52)                 324 n/a

Higher non-II forecast is based on an upward adjustment of fee 

income, driven by payment services and bancassurances. 

Besides, we raised our non-II forecast due to the reclassification 

of expenses from other activities into operating expenses. 

Operating revenue            4,879              5,653              6,028 6.6%

Operating expenses           (3,048)             (3,561)             (3,677) 3.3%

We increase our operating expenses forecast due to the 

reclassification of expenses from other activities into operating 

expenses and because we expect operating expenses to rise in 

2H19 as LPB speeds up network expansion. 

Pre-provision profit            1,831              2,091              2,351 12.4%

Provision expenses              (618)                (703)                (628) -10.6%

We trim our provision expenses forecast as LPB kept low 

provisioning in 1H19 in a bid to boost profit. However, we expect 

provision to increase towards the year-end as LPB would ramp up 

loan write-offs to curb its rising NPL. 

Pretax profit            1,213              1,389              1,723 24.0%

Net profit               960              1,099              1,363 24.0%
Higher net profit forecast derives from an upward adjustment in 

non-interest income and a cut in provision expenses estimate.

2019F
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VALUATION 

Figure 3: Our target price calculation 

 
   Source: VNDIRECT RESEARCH 

We lowered our TP from VND12,200 to VND10,000, on the following 
adjustments:  

1) A 12.8% dilution due to the right issuance of nearly 101m new 
shares in April 2019. 

2) A lower target FY19F P/B of 0.7x vs. 1.0x previously on 
investors’ worsening sentiment. 

Regarding investors’ sentiment on this stock, LPB has been losing its 
appeal to investors due to the lack of information disclosure and 
management’s commitment to strategy execution. LPB planned to 
move from UPCOM to HOSE but there has so far been no progress. 
Its plan to raise capital via 26.69% right issuance was not successful, 
with only half of the planned amount raised. In addition, the decision 
to pay a 10% stock dividends for FY18, ending years of paying cash 
dividends has lowered the stock’s attractiveness. We apply a lower 
target P/B for FY19F at 0.7x, which is the 12-month average P/B of 
LPB. Our new target price is VND10,000/share. We believe the stock 
was oversold and there is limited downside risk for LPB. As a result, 
we maintain Add rating for this stock. A possible upside to our TP is 
the transfer from UPCOM to HOSE, which was planned for FY19F. 
However, no specific timeline has been announced.   

Figure 4: Residual income valuation, based on our estimates 

 
   Source: VNDIRECT RESEARCH 

 

  

Approach Weighting
Fair value 

(VND/share)

Contribution 

(VND/share)

Residual income 70% 10,075                  7,053                    

P/B multiple (at 0.7x FY19F P/B) 30% 9,908                    2,972                    

Target price (VND/share) 10,025                  

Key assumptions 2019E 2020E 2021E 2022E 2023E Terminal

Risk free rate 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%

Equity risk premium 11.0% 11.0% 11.0% 11.0% 11.0% 11.0%

Beta 0.9 0.9 0.9 0.9 0.9 0.9

Cost of equity 14.7% 14.7% 14.7% 14.7% 14.7% 14.7%

Long-term growth rate 3.0%

(in VND bn, otherwise noted)

Opening shareholder's equity 10,201  

PV of RI (5 years) (187)     

PV of Terminal value (1,065)  

Implied Equity value 8,948   

No. of outstanding shares (m shares) 888.1   

Implied value per share (VND/share) 10,075  
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Figure 5: Regional peers comparison 

 
Price as of 13/08/2019    

Source: CGS-CIMB RESEARCH, VNDIRECT RESEARCH 

 

  

Banks
Bloomberg 

Code

Recomm

endation

Price 

Latest

Target 

Price

Market 

cap

3-yr 

Forward 

CAGR 

EPS

(local curr.) (local curr.) (US$m) FY19F FY20F FY19F FY20F % FY19F FY20F

Techcombank  TCB VN ADD 20,650     27,400     3,111  1.2    1.0    7.8    6.8    14.6% 16.6% 16.2%

Federal Bank  FB IN ADD 83           125          2,319  1.1    1.0    10.3  8.1    27.7% 11.4% 13.3%

Vietnam Prosperity JSC Bank  VPB VN ADD 19,100     21,200     2,022  1.1    0.9    6.2    5.0    12.1% 19.7% 19.9%

Military Commercial Joint Stock Bank  MBB VN ADD 22,200     34,000     2,022  1.2    1.0    6.3    5.4    19.2% 21.2% 20.9%

Bank Permata  BNLI IJ ADD 890          700          1,742  1.1    1.0    27.9  24.4  10.5% 3.9% 4.3%

Asia Commercial Joint Stock Bank  ACB VN ADD 21,900     30,400     1,530  1.3    1.1    5.9    5.1    15.7% 24.8% 23.3%

Alliance Bank Malaysia Berhad  ABMB MK HOLD 3             4             1,218  0.8    0.8    8.8    8.2    6.3% 9.8% 10.1%

Affin Bank Berhad  ABANK MK HOLD 2             2             937     0.4    0.4    7.3    7.1    3.6% 5.5% 5.2%

Average 1.0   0.9   10.6  9.3   13.6% 13.8% 13.8%

LienViet Post Bank  LPB VN ADD 7,800       10,000     295     0.6    0.5    6.7    5.6    22.6% 12.0% 12.2%

P/B (x) P/E (x) ROE %
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Income statement

(VNDbn) 12-17A 12-18A 12-19E

Net interest income 5,227 5,016 5,705

Non interest income (124) (136) 324

Total operating income 5,103 4,879 6,028

Total operating costs (2,813) (3,048) (3,677)

Pre-provision operating profit 2,290 1,831 2,351

Total provision charges (522) (618) (628)

Income from associates & JVs

Net other income

Pre-tax profit 1,768 1,213 1,723

Tax expense (400) (253) (359)

Profit after tax 1,368 960 1,363

Minority interest 0 0 0

Net profit 1,368 960 1,363

Balance sheet

(VNDbn) 12-17A 12-18A 12-19E

Gross loans to customers 100,621 119,193 137,072

Loans to banks

Total gross loans 100,621 119,193 137,072

Securities - total 32,650 36,356 40,988

Other interest earning assets 23,292 11,429 12,574

Total gross IEAs 156,563 166,978 190,635

Total provisions (2,015) (2,173) (2,518)

Net loans to customers 99,392 117,710 135,382

Total net IEAs 154,548 164,806 188,117

Cash and deposits 893 1,664 1,764

Total investments 325 325 344

Other assets 7,668 8,300 8,798

Total non-IEAs 8,886 10,289 10,906

Total assets 163,434 175,095 199,023

Customer deposits 128,275 124,948 144,940

Cds outstanding 6,157 10,120 10,120

Customer interest-bearing liabilities 134,433 135,068 155,060

Bank deposits 1,332 7,345 7,712

Broad deposits 135,764 142,413 162,772

Other interest-bearing liabilities 14,709 17,602 19,740

Total IBLs 150,473 160,015 182,512

Deferred tax liability

Other non-interest bearing liabilities 3,577 4,878 3,941

Total non-IBLs 3,577 4,878 3,941

Total liabilities 154,050 164,894 186,452

Share capital 6,460 7,500 8,881

Additional paid-in capital 0 0 0

Treasury shares

Retained earnings reserve 1,794 1,432 2,421

Other reserves 1,129 1,268 1,268

Shareholders' equity 9,383 10,201 12,571

Minority interest 0 0 0

Total equity 9,383 10,201 12,571

Total liabilities & equity 163,434 175,095 199,023

 

12-17A 12-18A 12-19E

Growth rate (yoy)

Cust deposit growth 15.6% (2.6%) 16.0%

Gross cust loan growth 26.3% 18.5% 15.0%

Net interest income growth 29.9% (4.0%) 13.7%

Pre provision operating profit growth 24.4% (20.0%) 28.4%

Net profit growth 28.7% (29.8%) 42.0%

Growth in IEAs 15.8% 6.6% 14.1%

Share value

Basic EPS (VND) 1,858 1,228 1,535

BVPS (VND) 12,451 12,954 14,154

DPS (VND) 1,000 1,000 0

EPS growth 25.7% (33.9%) 25.0%

Key ratios

12-17A 12-18A 12-19E

Net interest margin 3.6% 3.1% 3.2%

Cost-income ratio (55.1%) (62.5%) (61.0%)

Reported NPLs / gross cust loans 1.1% 1.4% 1.4%

Reported NPLs / net cust loans 1.1% 1.4% 1.4%

GP charge / average cust loans 0.6% 0.6% 0.5%

Total CAR 10.3% 10.9% 11.0%

Loan deposit ratio 74.8% 88.2% 88.4%

Margins and spreads

Return on IEAs 7.9% 8.6% 8.7%

Cost of funds 4.5% 5.7% 5.7%

Interest return on average assets 3.4% 3.0% 3.0%

ROAE 15.4% 9.8% 12.0%

Source: VNDIRECT RESEARCH 
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DISCLAIMER 

This report has been written and distributed by Research Department, VNDIRECT Securities Corporation. The information 
contained in this report is prepared from data believed to be correct and reliable at the time of issuance of this report. Unless 
otherwise stated, this report is based upon sources that VNDIRECT considers to be reliable. These sources may include but 
are not limited to data from the stock exchange or market where the subject security is listed, or, where appropriate, any other 
market. Information on the company(ies) are based on published statements, information disclosure and announcements of 
the company(ies), and information resulting from our research. VNDIRECT has no responsibility for the accuracy, adequacy or 
completeness of such information. 

All estimates, projections, forecasts and expression of opinions contained in this report reflect the personal views and opinions 
of the analyst(s) responsible for the production of this report. These opinions may not represent the views and position of 
VNDIRECT and may change without notice. 

This report has been prepared for information purposes only. The information and opinions in this report should not be 
considered as an offer, recommendation or solicitation to buy or sell the subject securities, related investments or other financial 
instruments. VNDIRECT takes no responsibility for any consequences arising from using the content of this report in any form.  

This report and all of its content belongs to VNDIRECT. No part of this report may be copied or reproduced in any form or 
redistributed in whole or in part, for any purpose without the prior written consent of VNDIRECT. 

 

RECOMMENDATION FRAMEWORK 

Stock Ratings Definition: 

 Add The stock’s total return is expected to reach 15% or higher over the next 12 months. 

 Hold The stock’s total return is expected to be between negative 10% and positive 15% over the next 12 months. 

 Reduce The stock’s total return is expected to fall below negative 10% over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price 

and (ii) the forward net dividend yields of the stock. Stock price targets have an investment horizon of 12 months. 

  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute 

recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute 

recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute 

recommendation. 
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Email: hien.trankhanh@vndirect.com.vn 

Thuy Le Minh – Analyst 

Email: thuy.leminh@vndirect.com.vn 
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