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Military Commercial Joint Stock 
Bank 
Dynamic strategy to drive strong earnings growth  
■ MBB’s NIM of 4.4% in 1Q18 was the second highest in the Vietnam bank sector, and 

we think it could rise further, thanks to retail lending expansion lifting asset yields. 
■ The new unsecured lending business has great potential to become an earnings 

growth driver, in our view. 
■ We project loan CAGR of 18% in FY18-20F and forecast a non-Basel II Tier 1 ratio of 

9.8% & Basel II Tier 1 ratio of 7.5% in FY19F. 
■ We believe MBB can improve its fee income franchise with new strategies for banking 

digitalisation, bancassurance and cross-selling products through its partner network.   
■ We forecast net profit CAGR of 16.4% and average ROE of 17.1% over FY18-20F. 

 

Reinitiate with an Add rating and TP of VND39,700 
We resume coverage on Military Bank (MBB) with an Add rating and TP of VND39,700, 
based on residual income (COE: 13.1%, LTG: 3%; 70% weighting) and 1.9x FY19F P/BV 
(30% weighting). Our Add rating is based on: 1) MBB’s high and still-rising NIM on the back 
of retail lending expansion, 2) our expectation of strong fee income growth in FY18-20F 
and 3) a clean balance sheet. We believe MBB’s current valuation looks attractive at 1.3x 
FY18F P/BV compared to its regional peers’ average of 2.3x.  

Shift towards retail lending to support NIM expansion   
MBB leads the sector with a CASA ratio of 42.2% as of 1Q18 which lowers funding costs. 
The bank is also reorienting its loan mix towards higher-yield retail loans. Individual loans 
made up 33% of the total loan book at year-end FY17, below its retail bank peers’ average 
of 52%. We believe there is ample room for retail lending expansion at MBB. In addition, 
the newly set-up consumer finance subsidiary is a potential earnings driver, thanks to high-
yield loan products and strong demand growth as penetration rises from current low levels. 

Dynamic strategy is expected to boost fee income 
We project 27.0% CAGR for fee income over FY18-20F thanks to banking digitalisation, 
bancassurance and cross-selling of products through its partner network. However, we 
believe bancassurance will be the major driver for fee income growth as MBB just started 
distributing life insurance products in FY17.   

Prudent risk management evinced by a clean balance sheet   
MBB applies the best-practice “three lines of defence” model in its risk management. In 
addition, the bank is in the midst of a pilot test for an auto approval system for retail loans 
to mitigate staff conduct risk. MBB is also diligent in provisioning and loan write-offs, 
resulting in the third-lowest level of distressed assets in the sector as of end-FY17 and a 
high provision buffer, with end-FY17 loan loss reserves (LLR) of 95.9%.           

We project a net profit CAGR of 16.4% over FY18-20F  
We expect MBB’s FY18-20F net profit growth to be driven by: 18.1% CAGR for net interest 
income on the back of 18.0% loan CAGR and 33bp NIM expansion over the period; we 
forecast 27.0% FY18-20F CAGR for fee income and 10.6% FY18-20F CAGR for other 
non-interest income. We project a deceleration of provision expense CAGR from the 17.2% 
in FY14-17 to 15.2% in FY18-20F as the provision cycle tapers off.  

Potential re-rating catalysts and downside risks    
Potential re-rating catalysts are: 1) the divestment from MB Real Estate Stock Company 
(MBLand, Unlisted) and Military Insurance Joint Stock Company (MIG VN, Not Rated); 2) 
successful capital-raising that would enable higher credit growth than our forecasts. 
Downside risks arise from the possible increase in NPLs due to the higher risks inherent 
in retail lending and an acceleration in inflation, which would hurt loan growth.         
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Financial Summary Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F

Net Interest Income (VNDb) 7,979 11,219 14,619 17,228 20,404

Total Non-Interest Income (VNDb) 1,876 2,648 3,263 3,865 4,565

Operating Revenue (VNDb) 9,855 13,867 17,882 21,093 24,969

Total Provision Charges (VNDb) (2,030) (3,252) (2,538) (2,805) (3,369)

Net Profit (VNDb) 2,912 3,520 5,671 6,517 7,679

Core EPS (VND) 1,539 1,805 2,895 3,327 3,920

Core EPS Growth 0.9% 17.3% 60.4% 14.9% 17.8%

FD Core P/E (x) 15.53 13.24 8.26 7.18 6.10

DPS (VND) 600.0 600.0 600.0 600.0 600.0

Dividend Yield 2.51% 2.51% 2.51% 2.51% 2.51%

BVPS (VND) 14,097 15,516 18,074 21,064 24,693

P/BV (x) 1.70 1.54 1.32 1.13 0.97

ROE 11.4% 12.2% 17.2% 17.0% 17.1%

% Change In Core EPS Estimates   33.2% 22.7% 15.9%

CIMB/consensus EPS (x)   1.05 0.92
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Dynamic strategy to spur strong 
earnings growth 

INVESTMENT THESIS 

Retail lending thriving with ample room for growth   

MBB traditionally provided wholesale banking services for military complexes and 
military-associated companies. In the past four years, MBB has reoriented its 
strategic focus from wholesale banking to retail banking, thus expanding its retail 
loan book from 15% of total loan book as at end-FY13 to 34% as at end-FY17. 
The expansion of retail lending has improved MBB’s NIM, which has been on an 
uptrend since 2016. Although MBB’s retail loan book has grown strongly in the 
past four years, the size of its retail loan book is small relative to other retail-
focused banks. In 2017, the retail loan book accounted for 56-63% of the total 
loan book for retail-focused banks such as Asia Commercial Bank (ACB VN, Not 
Rated) and Vietnam International Bank (VIB VN, Not Rated). Although MBB has 
to maintain its credit relationship with long-time corporate customers, we projects 
its retail lending to expand from 34% of total loan book as at end-FY17 to 45% by 
FY20F.    

In our view, the expansion of MBB’s retail lending book will be supported by: 1) 
the growing middle-income population of Vietnam with an increasing propensity 
to borrow, and 2) the current low penetration of retail lending. We estimate 
Vietnam’s household debt-to-GDP ratio was around 44.7% in 2017, trailing other 
Asian countries such as Thailand (67.9%) and Malaysia (67.3%). In addition, 
Vietnam has a large unbanked population. According to the World Bank, only 
30.8% of Vietnamese people aged above 15 years had a bank account in 2017, 
while the respective rates in Thailand, Malaysia and Indonesia were 81.6%, 85.3% 
and 48.9%, in 2017. As a result, we believe there is ample room for retail lending 
expansion moving forward.       

 
  

Figure 1: Household debt-to-GDP ratio by country (as of Dec 
2017) 

Figure 2: MBB's individual loan book is smaller than those of 
other retail-focused Vietnamese banks (as at end-FY17) 

  
   SOURCES: VND RESEARCH, TRADINGECONOMICS    SOURCES: VND RESEARCH, COMPANY REPORTS 
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MCredit, MBB’s consumer finance arm, to tap into the unbanked segment 

In order to ride the consumer lending boom in Vietnam, MBB bought a consumer 
finance company in 2016, and then sold a 49% stake to Japan’s Shinsei Bank 
(8303 JP, Not Rated). The consumer finance subsidiary, namely MB Shinsei 
Finance Company (MCredit, Unlisted) started operations in 2017. MCredit 
enables MBB to approach unbanked customers who are not qualified for 
traditional bank loans. Although competition is heating up in the consumer finance 
space, the penetration rate of this segment is still low. In 2017, consumer finance 
was only 9.8% of total GDP in Vietnam, according to Stoxplus, nearly 320bp lower 
than the average penetration rate of regional peers (Malaysia ~14.0%; Thailand 
~13.2%). The Economist Intelligence Unit (EIU) expects Vietnam’s consumer 
credit to grow at a CAGR of 27% in 2017-20F.  

MCredit gave MBB a foothold in the lucrative consumer finance market, and we 
think MCredit could become an important profit centre with high prospective 
returns, and we forecast MCredit will contribute 13.5% to the consolidated net 
interest income by 2020F. Consumer finance companies often charge lending 
rates of 35-45% p.a. while lending rates at banks range from 6% to 11% p.a. 
Consumer finance NIM is much higher than NIM in the traditional banking 
business at 25-30% versus 2.5-4%, respectively. However, the credit cost of 
consumer finance is also higher at around 10%, compared to 1-1.5% at a 
traditional bank.  

After one year of operations, MCredit posted positive results in FY17 with total 
assets reaching VND2,567bn and outstanding loans of VND1,549bn. Over Jan-
Mar 2018, outstanding loans grew by 44.7% to touch VND2,242bn. MCredit 
currently has 648 points of sale (POS) covering 42 provinces, and it targets to 
have 752 POS by end-FY18F. MCredit also has a vast network of 13,000 
transaction points – where customers can collect loans and pay their monthly 
installments. The transaction points leverage the branch network of MBB and its 
partners, such as Viettel Group (Unlisted), Vietnam Post (Unlisted) and Payoo 
(Unlisted). Besides physical POS, MCredit has developed a Facebook page to 
provide live support to customers seeking loans, and in 1Q18 it launched a 
telesales system to contact customers via phone. For FY18F, MCredit targets 
VND300bn pretax profit and VND5,900bn loan balance, equivalent to 281% loan 
growth from a low base in FY17.    

MBB does not plan to expand aggressively in consumer finance, preferring 
instead to take time to understand customer behavior and needs before scaling 
up the business significantly. We have factored MCredit into our financial model 
and forecasts with loan CAGR assumption of 47.2% over FY18-20F, off a low 
base in 2017, and an assumed NIM of 25% p.a. for FY18-20F. We forecast 
MCredit to contribute 2.7%, 3.4% and 4.2% to the consolidated loan book in 
FY18F, FY19F and FY20F, respectively. As a result, we project MBB’s blended 
NIM to expand from 4.14% in FY17 to 4.92% in FY20F. We project that a 47.2% 
CAGR of MCredit’s loan book and 27% CAGR of the parent bank’s individual loan 
book, over FY18-20F, will increase the consolidated individual loan book 
proportion as a percentage of total loan book from 33% as at end-FY17 to 44% 
by end-FY20F.  

 

Embarking on new strategies to fuel fee income growth   

In the past four years, the contribution of non-interest income (NOII) has 
consistently increased, driven by a 35.5% CAGR in net fee income and 23.0% 
CAGR in other NOII over FY14-17. MBB is looking to strengthen its NOII franchise 
by embarking on new strategies from 2017 to 2021F. The new strategies focus on 
the transformation of digital banking, customer relationships, risk management 
and enhanced efficiency of its subsidiaries. Digital banking transformation aims to 
increase transaction volumes via digital channels and to enable MBB to approach 
new customers. Some digital banking initiatives to increase fee income include 
MB Fanpage and AutoBank. MB Fanpage is a digital banking service that allows 
customers to complete banking transactions on the Facebook platform. AutoBank, 
which is slated to launch in 2018F, will allow 24/7 self-service transactions, and 
the bank’s cost per transaction would be lower compared to a transaction in a 
physical branch.  
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Besides digital initiatives, MBB is also taking advantage of Viettel’s network to 
approach unbanked customers. MBB provides money transfer services, through 
which customers can transfer money at any of Viettel’s stores, and the recipients 
can receive the money at any of Viettel’s stores or have it delivered to their 
doorstep. This has helped MBB to generate fee income from unbanked customers. 
In addition, Viettel staff can cross-sell products, such as cooperative bank cards 
between MBB and Viettel. MBB recently introduced a co-operative card with 
VinGroup JSC (HOSE: VIC, Not Rated). VinGroup has a customer loyalty 
programme in which customers earn points on the goods and services they buy 
from VinGroup’s stores and service outlets. The points are credited into a 
customer’s VINID account at VinGroup and 1 point is worth VND1,000. The 
money in the VINID account can be used at any of VinGroup’s stores and service 
outlets. The co-operative card between MBB and VinGroup is a visa credit card, 
with an added feature of 6.2% cash back to VINID account when customers use 
this card at VinGroup’s stores and service outlets. The new product aims to help 
MBB to tap into VinGroup’s sizeable loyalty programme membership base of 
nearly 4m customers.  

Bancassurance is another driver of fee income. MB Ageas Life Insurance 
Company (MB Ageas Life Insurance, Unlisted), a JV between MBB (61% stake), 
Belgium’s Ageas Group (29%) (AGS BB, Not Rated) and Muang Thai Life 
Assurance Company (10%) (Muang Thai Life, Unlisted), was officially launched in 
Jan 2017. MB Ageas Life Insurance recorded VND300bn of net revenue and its 
gross written premiums reached VND250bn in FY17. The company announced 
that it targets VND1,100bn-VND1,200bn net revenue and VND200bn pre-
provision operating profit in FY18F. MB Ageas Life Insurance aspires to be one of 
the top 5 domestic life insurers by 2020F. Management emphasised that 
bancassurance fees from the exclusive partnership with MB Ageas Life will start 
to be a driver of fee income growth in 2018F, and estimates it to contribute 10% 
of the bank’s non-interest income that year. 

  

Figure 3: The contribution of non-interest income to total net 
income has improved over the years 

Figure 4: Breakdown of non-interest income (inner circle: 1Q17; 
outer circle: 1Q18) 

 
 

   SOURCES: VND RESEARCH, COMPANY REPORTS    SOURCES: VND RESEARCH, COMPANY REPORTS 

  

 

Prudent risk management reflected in a clean balance sheet   

MBB follows best practices in its risk governance by applying the “three lines of 
defense” model. The first line consists of business divisions, sales officers, 
branches and transaction offices and the operations division. The role of the first 
line is to manage risk in daily transactions and operations. The second line of 
defense consists of the risk management, legal and compliance divisions. The 
second line of defense is meant to assess the efficiency of risk management in 
the first line of defense. In addition, the second line of defense manages risk 
across the bank by setting up risk appetite, risk framework and risk management 
procedures for the bank. The third line of defense is the Internal Audit Division, 
which is under the Supervisory Board, therefore it is independent from the Board 
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of Management and can independently assess the bank’s operations. The 
advantage of this model is that the business divisions, risk management division 
and internal audit work independently and this model allows for cross checking 
between divisions. The risk management is aligned to each business division as 
business divisions have to follow the risk appetite and risk limits set by the risk 
management division, therefore, sale officers must consider risk and return in 
every transactions to avoid breaching of the bank’s risk appetite and risk limits.   

MBB is also looking to improve the credit appraisal process and to this end, it 
conducted a pilot study of an auto approval system for retail loans in 2017. In this 
system, the sales officers provide input on customers and the system will utilise 
big data to produce credit appraisals with the loan amount and interest rates 
automatically calculated. This system will help to prevent subjective judgment and 
careless errors in the credit appraisal process and also minimize scope for 
patronage by staff to favoured borrowers. 

Besides risk prevention, MBB is also proactive in resolving bad debts. The bank 
is diligent in provisioning and its LLR is always among the highest in the banking 
sector in Vietnam. During the last banking crisis period, MBB wrote off a lot of bad 
debt, at around 1.8-2.0% of the average loan book balance annually, while the 
write-off rate at other banks ranged from 1.0-1.5%. A high write-off rate helped 
MBB’s NPL drop from 2.5% as at end-FY13 to 1.2% as at end-FY17. In addition, 
MBB ramped up provisioning in FY17 to complete provisioning for the Vietnam 
Asset Management Company (VAMC) bonds (specialised bonds issued by the 
VAMC in exchange for banks’ bad debts), ahead of the deadline and it became 
the third bank in the system to complete provisioning for VAMC bonds. As at end-
FY17, MBB’s distressed assets were the third lowest and its LLR was the fifth 
highest among the listed banks in Vietnam.  

 

FINANCIALS 

Current high NIM could continue trending up  

MBB enjoys a distinct advantage of low funding cost, thanks to its sector-leading 
current account and saving account ratio (CASA) of 42.2% as at 1Q18. The major 
shareholders of MBB as at 1Q18 are military group/companies; therefore, MBB 
has a close relationship with military complexes and military-associated 
companies. As a result, MBB is chosen as the payment bank for these companies. 
In addition, MBB also provides cash collection services for utility companies and 
Vietnam Social Insurance Agency (government agency in charge of collecting 
social insurance contributions and paying social insurance benefits, including 
pensions, unemployment and maternity benefits). Even though MBB has a lower 
asset yield compared to retail banking peers, the funding cost advantage has 
translated into the second highest NIM in the banking sector as at 1Q18.  

  

Figure 5: Demand deposit–to-total deposit ratio by bank (1Q18)  Figure 6: MBB has the second-highest NIM among listed banks 
(1Q18) 

  
   SOURCES: VND RESEARCH, COMPANY REPORTS    SOURCES: VND RESEARCH, COMPANY REPORTS 
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In the past four years, MBB’s retail lending book posted an impressive CAGR of 
42.5%, leading NIM to expand from 3.93% as at end-FY14 to 4.14% as at end-
FY17 and to surge further to 4.44% as at end-1Q18. We project that the retail 
lending expansion of the parent bank and high growth at MCredit will increase the 
share of the individual loan book from 33% of the total loan book in end-FY17 to 
44% in FY20F. Therefore, we forecast NIM to increase further to 4.92% in FY20F. 

  

Figure 7: Loan book composition – the share of individual loan 
book has been expanding since 2013… 

Figure 8: … leading to increasing NIM 

  
   SOURCES: VND RESEARCH, COMPANY REPORTS    SOURCES: VND RESEARCH, COMPANY REPORTS 

  

 

Low CIR regarding a lean distribution network  

As at end-FY17, MBB’s cost-to-income ratio (CIR) was 43.3%, just above the 40% 
level that is considered ideal by international standards. MBB was able to maintain 
a low CIR because the bank traditionally served wholesale customers and 
operates within a small network compared to retail peers. MBB’s network ranked 
8th in the system and is smaller than other direct competitors, such as ACB, 
Sacombank (STB VN, Not Rated) and Techcombank (TCB, Not Rated). During 
2014-2016, MBB quickly expanded its network to gain market share in retail 
lending, leading to a rise in CIR from 37.5% at end-FY14 to 42.4% at end-FY17. 
Going forward, MBB will not wholly rely on network expansion to grow its retail 
lending business but will invest to improve digital banking and promote its 
products via Viettel’s channels. 

Given its lean model, MBB has relatively high productivity compared to retail peers. 
The average operating income per staff (TOI/staff) was VND1.2bn as at end-FY17, 
compared to retail peers’ average of VND1.0bn. In terms of profitability, MBB’s 
12-month trailing ROE lags behind other listed banks at 14.1% as at end-1Q18. 
One reason for the lower ROE is the high provisioning charge in FY17 as the bank 
ramped up provisioning to clear bad debts sold to VAMC. We expect ROE to 
improve to 18.6% in FY18F, thanks to a projected 61.1% growth in net profit. 

Although MBB is currently trailing peers in terms of ROE, its ROA is the third 
highest among the listed banks. In other words, MBB has maintained low leverage 
compared to peers with an equity/assets ratio of 9.8% as at end-1Q18, higher 
than the listed peers’ average of 7.4%. MBB’s low leverage is also reflected in its 
FY17 pre-Basel II CAR of 12.0%, higher than the private sector banks’ pre-Basel 
II CAR of 11.5% and state-owned commercial banks (SOCBs) pre-Basel II CAR 
of 9.5%. 
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Figure 9: MBB has low CIR and relatively high efficiency 
compared to private-sector banks (as at 2017) 

Figure 10: MBB's ROE is trailing peers' but leverage is lower (as 
at 1Q18) 

 
 

   SOURCES: VND RESEARCH, COMPANY REPORTS    SOURCES: VND RESEARCH, COMPANY REPORTS 

  

 

Clean balance sheet with low NPL and high LLR  

One of MBB’s strengths is its healthy balance sheet with the third-lowest level of 
distressed assets in Vietnam’s banking sector (NPL of 1.2%, as at end-FY17). 
LLR was high at 95.9% as at end-FY17. MBB is among the first three banks to 
have fully provisioned for and written-off debts sold to VAMC, ahead of schedule. 
In FY17, provision expenses surged by 41.3% yoy as MBB ramped up 
provisioning for VAMC bonds. As a result, the bank completed VAMC provisioning 
in FY17, leading us to project a 22% yoy plunge in provision expense in FY18F.  

 
  

Figure 11: Sound asset quality evidenced by low NPL and high 
LLR (as at FY17-end) 

Figure 12: Credit cost fell as the current provisioning cycle is 
tapering off, in our view 

  
   SOURCES: VND RESEARCH, COMPANY REPORTS    SOURCES: VND RESEARCH, COMPANY REPORTS 
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The largest interbank lender among private banks  
  

Figure 13: Vietnamese banks' interest-earning assets mix, as at 
1Q18 

Figure 14: Vietnamese banks' funding mix, as at 1Q18 

  
   SOURCES: VND RESEARCH, COMPANY REPORTS    SOURCES: VND RESEARCH, COMPANY REPORTS 

  

 

The structure of MBB’s interest-earning assets (IEAs) reflects the bank’s good 
liquidity. Customer loans accounted for 66.5% of total IEAs as at 1Q18, while 
interbank lending and investment portfolio make up 13.0% and 18.9% of total IEAs, 
respectively as at 1Q18. MBB is not aggressive in lending, as a result, its loan-to-
deposit ratio (LDR) was kept at 77.8% in 1Q18 (note that LDR increased in 1Q18 
as loan growth outpaced deposit growth, but the average LDR of the last three 
years was only 71.4%). MBB’s LDR is below the 80% cap, which ensures 
sufficient liquidity for the bank. MBB uses the excess funds for interbank lending 
and securities investment. 

In terms of interbank activities, MBB is a dominant player, ranking only after 
SOCBs as at 1Q18. Although MBB’s current interbank lending market share of 
6.2% is less than the average market share of SOCBs (c.20%), MBB has the 
largest market share among the private banks. However, unlike other banks that 
rely on interbank funding for short-term customer lending, MBB’s interbank 
funding is used for lending in the interbank market, and the bank is a net interbank 
lender. This is evident in the bank’s large interbank funding base, which accounts 
for 13.3% of total funding as at 1Q18. 

We believe this interbank lending business helps to diversify the sources of 
interest income in a low risk manner as interbank funds are used to lend on the 
interbank market, and therefore the maturity gap is not significant as the majority 
of interbank loans and interbank funding matures at less than three months.      

MBB’s funding mix reflects the bank’s strong customer deposit franchise, in our 
view. Customer deposits make up 82.8% of total funding as at 1Q18, and MBB 
does not rely on the interbank market to source funds for customer loans. The 
bank’s valuable papers only account for 2.2% of the funding as at 1Q18 thanks to 
its strong capital base which eliminates the need to issue lots of subordinated 
bonds to increase Tier 2 capital.   
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Sufficient capital under Basel II but capital raising is on the 
horizon  
 

Figure 15: MBB has an average CAR (pre-Basel II) compared to other Vietnam banks 

 
   SOURCES: VND RESEARCH, COMPANY REPORTS 

 

 

MBB’s CAR was 12.0% as at end-FY17, which is in line with the average CAR 
of its domestic peer group. Given our strong FY18F net profit growth forecast 
(+61.1% yoy), we estimate CAR will decline only slightly to 11.9%, despite our 
robust 20% loan growth forecast for the year. We estimate Tier 1 ratio of 9.7% as 
at end-FY18F.   

Under Basel II, we estimate CAR will drop to 9.0% and Tier 1 ratio will drop to 
7.5% as at end-FY19F, based on the following assumptions: 

 MBB’s net profit increases by a 16.4% CAGR in FY18-20F; 

 MBB maintains cash dividends of VND600/share during our FY18-20F  
forecast period, similar to cash dividends paid in FY16 and FY17 

 Its risk-weighted assets (RWA) increases by a 15.3% CAGR in FY18-20F 

 RWA would be revised up by 30% under the Basel II standards. 

 

Our forecasted FY19F CAR level satisfies the 8% requirement under Basel 
II, therefore, MBB has a sufficient capital base to support a loan CAGR of 
18.0% in FY18-20F. Although MBB’s Basel II CAR is only 100bp above the 
minimum requirement, we estimate that its capital base is sufficient for an average 
loan growth of 17% p.a. in FY20-22F, given our forecasted average net profit 
growth of 20.3% p.a. and our assumption of constant cash dividend of 
VND600/share p.a. in FY20-22F. MBB paid the same amount of cash dividends 
per share in each of the past two years, and we expect future cash dividends will 
not exceed this amount, as the bank would want to retain earnings to enhance its 
capital base.  

On the other hand, MBB is looking to raise capital by selling stakes to new 
investors. We understand that MBB has been looking for strategic investors for 
years, but there has been little progress. The bank currently reserves 10% of its 
total foreign ownership limit for future foreign strategic or foreign institutional 
investors. If MBB successfully raises capital in the next two years, we believe the 
bank could achieve higher credit growth than our forecasts, making this event a 
potential re-rating catalyst for MBB, in our view.    

In our view, MBB could also increase CAR by issuing subordinated debt. MBB 
has ample room for subordinated debt issuance, as subordinated bonds currently 
account for only 20% of its Tier 1 capital (the regulatory cap is 50%). 

We estimate MBB’s Tier 1 ratio will drop to 7.5% as at end-FY19F under Basel II, 
which is a low Tier 1 ratio by international standards. However, we believe that 
this will not hurt MBB’s loan growth, as Basel II is adjusted when applied in 
Vietnam. Accordingly, Vietnam banks only need to satisfy 8% CAR requirement, 
while there is no separate requirement for Tier 1 ratio.   
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1Q18 review: solid performance   

1Q18 net profit soared on solid core net income growth and a cut in VAMC 
provisioning. In 1Q18, MBB’s net interest income rose 36.8% yoy, net fee 
income increased 35.5% yoy and other income jumped by 2.4x. Pre-provision 
operating profit posted strong growth of 54.4% yoy in 1Q18 but provision 
expenses only increased by 19.5%. As a result, pretax profit surged by 72.5% yoy 
to VND1,918bn and net profit surged by 74.1% yoy to VND1,549bn. In the first 
three months of 2018, MBB has achieved 28.2% of the bank’s FY18F pretax profit 
target and 25.1% of our pretax profit forecast for the year. 

Strong loan growth and improved NIM boosted net interest income (+36.8% 
yoy). In 1Q18, loan book growth was strong at 5.2%, outpacing the 0.4% loan 
growth during the same period last year and the deposit growth rate of 3.1%. NIM 
also increased from 3.7% in 1Q17 to 4.4% in 1Q18, thanks to higher asset yields, 
lower funding costs and the rise in the LDR (from 73.2% at end-FY17 to 77.8% at 
end-1Q18). Higher asset yields were driven by the expansion in retail lending, 
within which the individual loan book grew 36% yoy and 8.1% in 1Q18. On the 
fund mobilisation side, MBB’s CASA ratio improved from 38.4% in 1Q17 to 42.2% 
in 1Q18 and as a result, funding cost fell by 22bp yoy. 

Non-interest income surged 54.2% yoy on the back of solid fee income 
growth, higher bad debt recoveries and impressive growth in income from 
securities. Fee income increased by 35.5% yoy in 1Q18, with the main drivers 
being payment services and securities services. Bad debt recoveries increased 
by 24.1% yoy in 1Q18 and income from securities was more than 3x that of the  
same period last year, thanks to a strong showing by the bank’s subsidiary, MB 
Securities (MBS, Not rated). MB Securities’ core operating income in 1Q18 rose 
by 3.5x from the 1Q17 level, helped by a buoyant stock market and surging 
liquidity. 

MBB ramped up on-balance sheet provisioning but the absence of VAMC 
provisioning boosted net profit growth yoy in 1Q18. Provision expenses 
increased by 19.5% yoy in 1Q18, with new provisions booked for on-balance 
sheet loans surging by 5x versus 1Q17. In 1Q17, MBB booked provisions of 
VND466bn for VAMC bonds, and the bank completed VAMC provisioning last 
year, thus it did not need to book VAMC provisions beyond 2017. MBB seems to 
have taken this opportunity to ramp up provisioning for on-balance sheet loans. 
Although MBB increased provisioning, its LLR fell from 95.9% as at end-FY17 to 
91.0% in 1Q18, as the NPL ratio increased to 1.4% from 1.2% as at end-FY17. In 
addition, loan write-offs in the quarter were triple that of 1Q17. A higher NPL ratio 
despite higher write-offs is a leading indicator of rising bad debt, and thus we 
project an increasing NPL formation rate in FY18-20F.  
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OUTLOOK   

We project a 16.4% CAGR in net profit in FY18-20F   

Key assumptions to our forecasts include the following:     

 NII CAGR of 18.1% in FY18-20F, driven by 18.0% loan CAGR and NIM hike 
from 4.1% at end-FY17 to 4.9% at end-FY20F.  

With an estimated LDR of 73.2% and CAR of 12.0% as at end-FY17, we project 
that MBB can maintain an 18.0% loan CAGR over FY18-20F. The 18.0% loan 
CAGR of the consolidated bank is underpinned by 17.1% loan CAGR of the 
parent bank and 47.2% loan CAGR of MCredit. As MCredit started operations 
in 2017, we expect it will achieve high loan growth off a low base and against 
the backdrop of low penetration rate of the consumer finance market. By end-
FY20F, we project MCredit will contribute 4.2% to the consolidated loan book.  

Going forward, retail lending will remain the main focus of MBB, according to 
the management. We believe the expansion of retail lending at the parent bank 
and high growth at MCredit could be the drivers of sustained NIM expansion. 
We forecast NIM for the parent bank to increase by 10bp over FY18-20F and 
NIM for MCredit to be maintained at 25%. As the contribution of MCredit to the 
consolidated loan book increases from 2.7% in FY18F to 4.2% in FY20F, NIM 
is projected to touch 4.9% in FY20F. 

 

Figure 16: Balance sheet key KPIs, based on our projections 

 
   SOURCES: VND RESEARCH, COMPANY REPORTS 

 

 

 Non-interest income CAGR of 18.3% over FY18-20F, driven by: 1) 27.0% 
CAGR in fee income; 2) 15% CAGR in FX trading income; 3) 10.0% CAGR in 
income from trading and investment securities and 4) 10.0% CAGR in other 
income.  

We project fee income will sustain the high growth momentum, supported by 
income from payment services and bancassurance. The Digital Banking 
Transformation is one of the four strategies set for the 2017-2021 period. MBB 
has actively promoted its Internet and mobile banking platform and has new 
initiatives to push fee income, such as MB Fanpage and AutoBank. In addition, 
the bank will continue to utilise Viettel’s network to increase the volume of 
money transfer transactions and to cross-sell card products. On the other hand, 
bancassurance from distributing life insurance products is a new income 
source for MBB as its life insurance subsidiary, MB Ageas Life Insurance, just 
started operations in 2017.     

(In VND bn, otherwise noted)
2016A 2017A 2018F 2019F 2020F CAGR 2014-17 CAGR 2018-20F

Interest-earning assets (excl. provisions) "IEAs" 243,579          298,332          338,059          386,531          443,595          16.3% 14.6%

% growth 16.4% 22.5% 13.3% 14.3% 14.8%

Gross loans to customers 150,738          184,188          221,026          263,021          307,734          22.3% 18.0%

% growth 24.2% 22.2% 20.0% 19.0% 17.0%

Interbank deposit and loans 26,953            53,497            54,567            57,296            63,025            35.7% 7.5%

% growth -6.0% 98.5% 2.0% 5.0% 10.0%

Securities 55,833            53,841            55,457            58,784            64,663            -4.4% 8.0%

% growth 9.4% -3.6% 3.0% 6.0% 10.0%

Interest-bearing liabilities "IBLs" 222,151 274,444 309,933 353,211 406,044 16.3% 14.5%

% growth 15.0% 23.5% 12.9% 14.0% 15.0%

Customer deposit 194,812          220,176          253,202          293,715          343,646          9.5% 16.5%

% growth 7.3% 13.0% 15.0% 16.0% 17.0%

CDs and valuable papers 2,367              6,022              6,143              6,450              6,772              44.4% 5.0%

% growth -3.4% 154.4% 2.0% 5.0% 5.0%

Deposit and loan from other banks 24,713            46,101            48,406            50,827            53,368            115.5% 5.0%

% growth 229.1% 86.5% 5.0% 5.0% 5.0%

Loan from SBV 0 1,848              1,885              1,923              1,961              N/A 2.0%

Other funds from gov. and other org. 258                297                297                297                297                9.7% 0.0%
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For “income from trading and investment securities”, we forecast a moderate 
FY18-20F CAGR of 10.0%, compared to -18.7% CAGR in FY14-17, due to our 
expectation for stable growth of the stock market going forward. We have not 
included the income from the divestment from MBLand and MIG in this item as 
the timeline for the divestment is uncertain.  

 

Figure 17: Profit & Loss statement KPIs, based on our projections 

 
   SOURCES: VND RESEARCH, COMPANY REPORTS 

 

 

 Operating expense CAGR of 20.9% over FY18-20F, slightly lower than 
21.6% CAGR seen in FY14-17. During 2014-2016, MBB quickly expanded its 
network to push retail lending. As a result, CIR increased from 37.5% as at 
end-FY14 to 42.4% as at end-FY17. However, MBB disclosed that it plans to 
slow down the pace of network expansion, and focus instead on digital banking 
development and cross-selling on Viettel’s network. We expect FY18F CIR will 
be at 43.0%, slightly lower than 43.3% in FY17 due to strong income growth in 
FY18F. We project CIR to increase to 45.0% by FY20F, driven by digital 
banking investment and increasing operating expense at the two new 
subsidiaries (MB Ageas Life Insurance and MCredit).     

 We forecast provision expense to grow at a CAGR of 15.2% in FY18-20F, 
lower than 17.2% CAGR seen in FY14-17 as the provision cycle has 
tapered off. Provision charge rate is forecasted to decline from 41.3% of pre-
provision operating profit at end-FY17 to 24.5% at end-FY20F. As MBB now 
no longer has to provide VAMC bonds provisioning, we forecast provision 
expense will drop by 22.0% in FY18F.  

 

We project MBB can achieve 16.4% net profit CAGR during FY18-20F, 
representing an improvement from a 12.4% CAGR in FY14-17. The higher growth 
rate is supported by the expansion of retail lending, high fee income growth and 
the deceleration of the pace of provisioning. However, with the penetration into 
retail lending, especially unsecured lending, there is risk of rising NPLs, in our 
view. We forecast NPL will increase from 1.2% as at end-FY17 to 1.5% as at end-
FY20F, despite a higher write-off rate of 0.85% of the average loan book in FY20F, 
compared to 0.68% as at end-FY17. The improved profit growth will increase ROE 
from 12.2% at end-FY17 to 17.1% in FY20F. 

 

  

(In VND bn, otherwise noted) 2016A 2017A 2018F 2019F 2020F CAGR 2014-17 CAGR 2018-20F

Net interest income 7,979                   11,219            14,619            17,228            20,404            16.8% 18.1%

Net fee income 683                      1,131              1,470              1,881              2,371              35.5% 27.0%

FX & gold trading income 113                      202                 222                 255                 294                 31.0% 15.0%

Income from trading and investment securities 204                      207                 351                 386                 425                 -18.7% 10.0%

Other income 877                      1,109              1,220              1,342              1,476              48.1% 10.0%

Operating income 9,855                   13,867            17,882            21,093            24,969            18.6% 18.2%

% growth 12.4% 40.7% 29.0% 18.0% 18.4%

Operating expense 4,175                   5,999              7,689              9,492              11,236            21.6% 20.9%

% growth 21.0% 43.7% 28.2% 23.4% 18.4%

Pre-provision profit 5,681                   7,868              10,193            11,601            13,733            14.9% 16.1%

% growth 6.7% 38.5% 29.5% 13.8% 18.4%

Provision expense 2,030                   3,252              2,538              2,805              3,369              17.2% 15.2%

% growth -3.4% 60.2% -22.0% 10.5% 20.1%

Profit before tax 3,651                   4,616              7,654              8,796              10,364            13.3% 16.4%

% growth 13.3% 26.4% 65.8% 14.9% 17.8%

Profit after tax and minority interest 2,912                   3,520              5,671              6,517              7,679              12.4% 16.4%

% growth 16.7% 20.9% 61.1% 14.9% 17.8%
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VALUATION AND RECOMMENDATION 

Reinitiate with Add rating; potential 66.1% upside to our TP   

We use residual income and a target P/BV multiple methodology to value MBB, 
with a weighting of 70% and 30%, respectively. The residual income approach is 
based on the forecasted earnings and growth of MBB and factors in the bank’s 
current capital buffer and its business strategy. On the other hand, a P/BV multiple 
allows us to value MBB relative to other banks and factors in market sentiment on 
the banking sector as a whole, which has recently experienced a sharp re-rating 
since April 2018. However, each bank has distinctly different fundamentals and 
earnings prospects and, therefore, we only give a 30% weighting to this relative 
valuation approach. 
 

Figure 18: Target price calculation, based on our estimates  

 
   SOURCES: CGS-CIMB RESEARCH, VND, COMPANY REPORTS 

 

 
 

Figure 19: Key assumptions of residual income valuation, based on our estimates 

 
   SOURCES: VND RESEARCH, COMPANY REPORTS 

 

 

For peer comparison, we choose regional banks with a similar growth outlook, 
profitability and financial metrics as MBB. At the current price, MBB is trading at a 
41.6% and 41.8% discount to the regional peers’ average FY18F and FY19F P/BV, 
respectively. Our high 3-yr forward EPS CAGR forecast for MBB is driven by its 
reorientation towards retail banking and new initiatives to boost fee income. In our 
view, MBB has a good foundation to grow into retail banking with low funding cost, 
prudent risk management, sufficient capital buffers and a large partnership 
ecosystem, thanks to its relationship with its shareholders and with military 
complexes and companies. We believe MBB should trade in line with regional 
peers, therefore, we apply a target P/BV of 1.9x on FY19F book value per share. 
Combining the residual income valuation and P/BV multiple valuation with 
respective weighting of 70% and 30%, we arrive at a TP of VND39,700, implying 
a potential upside of 66.1%. We believe the difference between our FY18-20F 
EPS forecasts and Bloomberg consensus estimates is due to MCredit not being 
fully incorporated into consensus estimates, having just started operations in 2017.      

Approach Weight
Fair value

(VND/share)

Contribution

(VND/share)

Residual income 70% 39,537                         27,676                        

P/BV multiple (at 1.9x FY19F BVPS) 30% 40,021                         12,006                        

Target price (VND/share) 39,682                        

Target price (VND/share, rounded) 39,700                        

Assumptions 2018F 2019F 2020F 2021F 2022F Terminal year

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

Equity risk premium 10.1% 10.1% 10.1% 10.1% 10.1% 10.1%

Beta 0.8       0.8       0.8       0.8       0.8       0.8                  

Cost of equity 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%

Long-term growth rate 3.0%

(in VND bn, otherwise noted)

RI 1,987 2,225 2,677 3,459 4,404 3,402

PV of Residual income 1,757    1,740    1,851    2,116    2,382    33,765             

Opening shareholder's equity 28,170  

PV of RI (5 years) 9,846    

PV of terminal value 33,765  

Implied EV 71,780  

No. of outstanding shares (mn shares) 1,816    

Implied value per share (VND/share) 39,537  
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Figure 20: Regional sector comparison 

 
NOTE: AS OF 4 JUL 2018    

SOURCES: CGS-CIMB RESEARCH, VND RESEARCH, BLOOMBERG 

 

 

Banks with high consumer loan mix tend to trade at high P/BVs 
 

Figure 21: A comparison of banking P/BV multiples and individual loan mix of major banks across 9 countries as of FY17 

 
   SOURCES: CGS-CIMB RESEARCH, VND RESEARCH, BLOOMBERG 

 

 

We studied banks in nine countries and observed that banks with a high proportion 
of individual loans as a percentage of total loans tend to trade at high P/BVs. We 
assessed the biggest four banks in the nine countries and in seven of the nine 
countries, the banks with the highest consumer loan mix were also the top two 
banks in terms P/BV.   

We believe this relationship between consumer loan mix and P/BV can be 
explained by higher yields from consumer loans than corporate loans. Figure 21 
shows that in seven of the nine countries, the banks with the highest individual 
loan mix in each country were also the top two banks in terms of ROE.   

Regarding MBB, the bank currently has a lower individual loan mix than its retail 
peers (individual loan/total loan is 33% as at end-FY17). We project MBB will 
enhance the contribution of the individual loan book to total loan book to 44% by 
FY20F. The expansion of individual loans will improve NIM, and thus net interest 
income, in our view. We expect MBB’s P/BV multiple to rise on the back of an 
increasing ROE in FY18F. Currently, MBB trades at an FY18F P/BV of 1.3x, or at 
a 41.6% discount to regional peers’ average of 2.3x. In our view, MBB’s current 
valuation is very compelling.   

Company
Bloomberg 

Ticker

Recommen

dation

Closing 

Price

Target 

Price

Market 

cap 

3-yr 

Forward 

EPS CAGR

(local curr.) (local curr.) (US$m) FY18F FY19F FY18F FY19F % FY18F FY19F

China Merchants Bank 3968 HK ADD 27             41             93,820   1.1      1.0      6.7      5.4      23.3% 18.0% 19.4%

Indusind Bank IIB IN ADD 1,951        2,100        17,083   4.4      3.7      26.4    21.5    25.6% 17.8% 18.6%

Yes Bank YES IN ADD 337           450           11,327   2.7      2.2      15.1    12.1    24.6% 19.1% 20.2%

BDO Unibank Inc BDO PM ADD 129           154           10,521   1.7      1.5      15.7    12.7    20.4% 11.5% 12.6%

TMB Bank TMB TB ADD 2              4              3,038     1.0      0.9      9.1      7.3      22.4% 14.6% 16.5%

Vietcombank VCB VN ADD 56,000      79,500      8,687     3.2      2.7      21.1    18.0    20.7% 16.3% 16.4%

Asia Commercial Joint Stock Bank ACB VN NOT RATED 31,000      29,800      1,507     1.8      1.5      13.2    10.2    32.5% 14.6% 16.1%

   Average regional peers 2.3     1.9     15.3    12.5    24.2% 16.0% 17.1%

Military Commercial Joint Stock Bank MBB VN ADD 23,900      39,700      1,884     1.3      1.1      7.7      6.7      29.5% 17.2% 17.0%

P/BV (x) P/E (x) ROE (%)

Country Vietnam China Malaysia Thailand Indonesia Singapre US UK Australia

Bank with the highest individual loan mix  

(FY17) in country
VPB CCB HLBK KBANK BDMN UOB WFC LLOY WBC

Individual loan/total loan (FY17) 64.3% 40.3% 65.5% 27.4% 39.4% 39.7% 46.4% 85.7% 71.8%

Current P/BV of this bank 2.3x 0.9x 1.5x 1.3x 1.6x 1.3x 1.5x 1.0x 1.6x

ROE (1Q18) of this bank 26.9% 14.6% 11.0% 10.1% 9.8% 10.7% 11.3% 7.0% 13.6%

Ranking of this bank's current P/BV within the 

country's big four banks
2nd 1st 2nd 1st 4th 3rd 1st 1st 2nd

Ranking of this bank's ROE (1Q18) within the 

country's big four banks
1st 2nd 2nd 3rd 4th 2nd 2nd 1st 2nd

Highest P/BV bank within the country's big 

four banks
VCB CCB PBK KBANK BBCA DBS WFC LLOY CBA

Current P/BV 3.6x 0.9x 2.4x 1.3x 3.8x 1.4x 1.5x 1.0x 2.0x

P/BV premium over average of other large banks 

in the country
111.8% 14.9% 87.2% 17.3% 103.7% 8.7% 4.8% 45.7% 31.5%

Bank with the highest ROE (1Q18) within the 

country's big four banks in the country
VPB ABC PBK SCB BBRI OCBC PNC LLOY CBA

ROE (1Q18) 26.9% 14.7% 15.7% 11.8% 19.6% 11.2% 12.4% 7.0% 15.7%



 

 

 

15 
 

  

Banks│Vietnam 

Military Commercial Joint Stock Bank│July 5, 2018 
 

BACKGROUND 

MBB was established in Nov 1994 with the initial purpose of providing banking 
services for military complexes and military-associated companies. After 23 years 
of operations, MBB has become one of the top-tier banks with the seventh largest 
total asset base in the Vietnam banking sector as at end-FY17. MBB was the first 
bank to launch an IPO in 2004 and the bank listed its stocks on Ho Chi Minh City 
Stock Exchange (HOSE) in Nov 2011.  

In the past, MBB was perceived by investors as a slow but steadily growing bank. 
However, the perception of MBB has changed as the bank has reoriented from 
wholesale banking to retail banking and embarked on new strategies to diversify 
its income structure. We believe its strategy to expand the retail business was a 
good move as Vietnam’s demographic structure is conducive to retail banking 
growth while current penetration is still low.  

Although competition in retail banking is intensifying, we think MBB has a good 
foundation to grow in this segment. The advantages of the bank, in our view, 
include low funding cost, good asset quality and prudent risk management, 
sufficient capital, and a large ecosystem, thanks to its relationship with military 
complexes and its major shareholders.   

 

Ownership structure   

The major shareholders of MBB are: Viettel Group (Viettel, Unlisted) - the largest 
telecom company in Vietnam; State Capital Investment Corporation (SCIC, 
Unlisted) - the state's investment company; Vietnam Helicopter Corporation 
(Vietnam Helicopter, Unlisted) and Saigon Newport Corporation (Saigon Newport, 
Unlisted). These enterprises are state-owned and three of them, except for SCIC, 
are military corporations. Viettel is the largest shareholder with a 14.61% stake in 
the bank as at end-FY17, and is an important shareholder of MBB. Not only does 
it hold a stake in MBB, Viettel also supports MBB with technology, cheap funding 
sources, and cross-selling of MBB’s banking products to its large customer base 
via its vast network. Another shareholder is Vietcombank (VCB VN, Add, TP: 
VND79,500), which currently owns 6.97% of MBB, however, VCB is planning to 
divest its stake in MBB to comply with the cross-holding regulation which 
stipulates that each bank can only have stakes in two other banks, and that the 
holding in each bank cannot not exceed 5%. Hence, we think VCB could reduce 
its stake in MBB to 5%.  

As one of the top-tier banks with a clean balance sheet, we believe MBB is 
attractive to foreign investors. The bank's foreign ownership limit (FOL) was set at 
20% and MBB locked the remaining 10% for strategic investors. Currently, foreign 
investors own 20% of the bank, the maximum allowed. 
 

Figure 22: MBB's shareholders structure as at end-FY17 

 
   SOURCES: VND RESEARCH, COMPANY REPORTS 
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Corporate structure   

MBB operates under a financial group structure, with a parent bank and seven 
subsidiaries in securities brokerage, fund management, asset management, 
consumer finance, insurance and real estate. MBB’s subsidiaries are regarded as 
mid-tier players in their respective fields, however, MBB’s presence across the 
finance value chain allows the bank to provide a full spectrum of financial services 
to its customers. The parent bank is still the main profit centre as the subsidiaries 
contributed only 7% to FY17 consolidated pretax profit.  

The two new subsidiaries – MB Ageas Life Insurance Ltd. Co. (MB Ageas Life 
Insurance, Unlisted) and MB Shinsei Finance Ltd. Co. (MCredit, Unlisted) – 
started operations in 2017. MB Ageas Life Insurance gives MBB a foothold in 
Vietnam life insurance market and MBB plans to push insurance revenue by 
distributing life insurance products via MBB’s network. On the other hand, MBB 
entered the lucrative consumer finance market by setting up MCredit – a company 
which provides unsecured small ticket loans, with the aim of tapping into the 
unbanked customer segment and improve interest income, thanks to the high-
yield lending rates charged. MB Ageas Life Insurance expects to be profitable four 
years after starting operations and MCredit targets VND300bn in pretax profit in 
FY18F.   

 

Figure 23: MBB’s corporate structure (as at end-FY17) 

 

 

 
   SOURCES: VND RESEARCH, COMPANY REPORTS 

 

 

Management   

With the major shareholders being military corporations, many members of MBB's 
Board of Directors (BOD) have years of experience in the military or military 
companies. Seven out of 11 BOD members have worked in the military or military 
companies. Three other members did not work in military companies but have 
been working at MBB for more than 15 years, holding various senior management 
positions. 

MBB's CEO - Mr. Luu Trung Thai - is also the bank's BOD Vice Chairman. He was 
appointed as the CEO on 16 Jan 2017. He is perceived by investors as a more 
dynamic CEO, and has set more aggressive targets for the bank. In his first year 
as MBB's CEO, the bank achieved net profit growth of 20.9%, and MBB became 
the third bank to complete provisioning for bad debts sold to VAMC. More 
marketing activities to promote the bank’s brand were also observed in 2017. 

Besides the well-received CEO, other members of MBB's Board of Management 
(BOM) have between 10 to 20 years of experience in relevant areas of finance 
and banking, including corporate banking, retail banking, risk management, 
treasury and capital markets. BOM members not only have rich experience in 
banking and finance, in our view, but have also worked at MBB for many years. 
Six out of ten members have worked at MBB for 19 to 23 years.  
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Figure 24: Key management profiles  

Name Position Background 

Mr Le Huu Duc BOD Chairman Colonel General Le Huu Duc, former Vice Minister of Ministry of Defense, graduated with 
a PhD from the National Defense Academy and had held key positions at the Air Force 
and Air Defense Command Center for 20 years. He became the Chairman of the Board 
of Directors in 2011. He fosters the military identity of MBB's corporate culture with the 
motto "Strict discipline - Utmost compliance with law & regulations - Effectiveness - 
Safety - No fear of competition – Social Responsibility". 

Mr Luu Trung Thai BOD vice 
chairman cum 
CEO 

Mr Luu Trung Thai graduated with a Master’s degree in Business Administration from 
the University of Hawaii, US. Mr Thai has been with MBB for 20 years and has held 
several key positions, such as Branch Director, Human Resource Director, and Deputy 
General Director. From Nov 2011 to Apr 2014, he served as Chairman and CEO of MB 
Securities. On 24 Apr 2013, he was elected Board Member for the 2009-14 term and 
was officially appointed Vice Chairman of the Board in Sep 2013. Mr Luu Trung Thai was 
BOD Member of Viettel Post; Chairman of Members Council of MB Finance company 
(from 4 Feb 2016 to 12 Jan 2017). On 16 Jan 2017, he was appointed CEO of MBB. 

Ms Nguyen Thi An 
Binh 

Deputy General 
Director 

Before holding Deputy General Director position, Ms Binh held various important 
positions at MBB such as Deputy Head of Finance and Accounting Department, Deputy 
Head of Internal Control Department and then Head of Internal Audit Division. She has 
led the Internal Control Division to win excellent awards granted by MBB and by the SBV 
Governor in 2009. She is now in charge of Internal Audit Division, Administration & 
Quality Management Division, Legal & Compliance Department, and Infrastructure and 
Basic Construction Department. 

Ms Nguyen Minh 
Chau 

Senior Executive 
Member of the 
Board of 
Management 

Ms Chau has a Bachelor’s degree from Paris Dauphine Economics University (France) 
and a Master’s degree from ESCP-EAP Economics Management University. She has 
spent many years holding senior management positions in Treasury and Capital market 
area at banks such as Hanil Bank, Woori Bank, and PG Bank. She joined MBB in Nov 
2009 as Deputy General Director in charge of Treasury & Capital Market Division. From 
time to time, she was appointed to hold important positions in MB Group such as the 
Board Member of MB Securities, Chairwoman of MB Capital. Since May 2017, she has 
served as Senior Executive Member of the MBB’s Board of Management, Director of 
MBB's Treasury & Capital Market Division and Chairwoman of MCredit. 

Mr Le Hai Deputy General 
Director 

Mr Hai graduated with a Bachelor’s degree from the Banking and Finance Department 
of the National Economics University and a Master’s degree from the Academy of 
Finance. Joining MBB in 1998, he has held several key positions at the Bank such as 
Branch Director, Acting Director of SME Division, Director of Individual Customer 
Division. In August 2013, Mr. Hai was officially appointed as Deputy General Director of 
MBB. 

Ms Pham Thi 
Trung Ha 

Deputy General 
Director 

Ms Ha has a Master’s degrees in Economics, Banking and Finance and has 15 years of 
experience in MBB. Before being appointed Deputy General Director in charge of Risk 
Management Division in Apr 2011, Ms Ha held several important positions at MBB such 
as Credit Management Manager, Deputy Director of Risk Management Division, Director 
of Risk Management Division. 

Mr Tran Minh Dat Deputy General 
Director 

Mr Dat graduated from National Economics University with a Master’s degree in 
Economics. He joined MBB in 2008 and has held important positions as Minh Khai 
Branch Director, Hai Ba Trung Branch Director, Dien Bien Phu Branch Director. In Nov 
2014, he was appointed Deputy General Director in charge of Credit Appraisal, Credit 
Approval and directly leads the Appraisal Division. 

Mrs Le Thi Loi Deputy General 
Director 

Holding a PhD Degree in Banking and Finance from Academy of Finance, Mrs Loi has 
more than 20 years of experience in Finance and Banking sector and she has worked at 
MBB since the bank’s inception. She has held many important positions in finance and 
accounting at MBB before being appointed as Chief Financial Officer (CFO) in 2009. In 
May 2014, Ms Loi was appointed as Deputy General Director cum CFO of MBB.  

Mr Uong Dong 
Hung 

Deputy General 
Director 

Mr Hung is one of the younger leaders who matured in the environment of MBB. He 
started his career as a Customer Development Officer at MBB's Head Office. He also 
held managerial positions at certain MBB branches such as Deputy Director of Long 
Bien Branch, Director of Tran Duy Hung Branch and Director of Transaction Center. In 
Aug 2013, he was appointed Deputy General Director of MBB. Mr Hung is currently in 
charge of business activities in Southern Vietnam with the aim to boost the development 
of MBB in this region. 

Mr Le Quoc Minh Deputy General 
Director 

Mr Minh has a Master’s degree in Economics - Business Administration from University 
of National Economics. He has several years’ working experience in the financial and 
banking sector and joined MBB in 2006. At MBB, he has held many managerial positions 
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such as Director of Ninh Binh Branch, Deputy Director of Large Enterprises and Financial 
Institutions Division, Head of Large Enterprise Customers Division. In Nov 2015, Mr Minh 
was appointed MBB Deputy General Director in charge of the Central and Central 
Highlands regions. 

Mr Ha Trong 
Khiem 

Deputy General 
Director 

Graduating with Master’s degree in Economics - Business Administration from University 
of Social Sciences and Humanities, Mr Khiem joined MBB in 1996. During his 20 years 
working in MBB, he has held many important positions, such as Director of Can Tho 
branch, Director of Saigon branch, Business Director of the Southern region. He has 
made great contributions to the business development of MBB in the Southern region. 
In Nov 2015, Mr. Khiem was officially appointed as MBB Deputy General Director in 
charge of the Southern region. 

 

   SOURCES: VND RESEARCH, COMPANY REPORTS 
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INVESTMENT RISKS 

Upside risks 

MBB could gain extraordinary profit from the divestment of MBLand and MIG, in 
our view. The bank plans to fully divest MBLand and find strategic investors for 
MIG, therefore, it will make a partial divestment of MIG. MBB currently holds a 
69.58% stake at MIG. Assuming MBB will divest down to 49%, at a selling price 
equal to the current market price of MIG, the bank could gain c.VND63bn 
(~US$2.8m) in extraordinary profit. Regarding the divestment of MBLand, the deal 
size cannot be forecasted due to the lack of information, in our view, and MBLand 
is not listed. We have not factored the divestment from MIG and MBLand into our 
model as the timeline for these deals is uncertain.  

We believe another catalyst for MBB is a potential capital raising in the coming 
years. Although MBB's capital base is sufficient to meet Basel II requirements, the 
bank has been looking for strategic investors. MBB has reserved 10% for potential 
foreign investors. Assuming the bank will have a 10% private placement at the 
current market price, it would raise about VND5,083bn (~US$224m) of fresh 
capital. The newly raised capital would improve FY19F non-Basel II CAR by 
125bp and Basel II CAR by 100bp. Under these assumptions, there would be an 
immediate dilution of 9.1% for FY19F EPS. However, a higher capital base will 
enable higher credit growth, increased securities investment, and more active 
interbank lending, and thus higher net profit than our current forecasts, in our view. 
In addition, we think the bank can get a large capital premium through private 
placement, which would help increase its book value. We believe the combination 
of higher earnings forecasts and increased book value would lead to upside to our 
target price, and would offset the immediate dilution effect. We note that the 
estimated fresh capital of VND5,083bn is based on the current market price, while 
the selling price could be higher as the market price should increase over time to 
reflect the growth of the bank, in our view. 

 

Inflation risk 

Inflation in Vietnam has picked up again according to the consumer price index 
(CPI), accelerating by 3.5% in 2017, up from 2.7% in 2016. Higher pump and food 
prices were the key inflation drivers, exacerbated by hikes in the cost of healthcare 
services in several provinces due to fiscal rationalisation.  

We believe the government is likely to achieve its target of keeping inflation below 
4% in 2018F. However, heading into 2019F, we believe credit growth may be hurt 
by the return of inflation. If the government’s two goals – boosting economic 
growth and controlling inflation – are found to be conflicting, the State Bank of 
Vietnam (SBV) would prioritise inflation targeting, in our view. 

In our base case, we forecast a loan CAGR of 18% for MBB over FY18-20F, 
slightly higher than our expected system-wide growth of 16-18% over the same 
period. However, given its position as the 7th largest bank in the system in terms 
of total assets as at end-FY17, MBB's loan growth quota could be limited by the 
SBV if it turns hawkish due to the return of inflation. Our sensitivity analysis shows 
that every incremental 50bp reduction in loan growth from our base case would 
lower our FY18F EPS estimate by VND14 (around 0.5% of our base case EPS 
forecast). 
 

Figure 25: Sensitivity of MBB's EPS to loan growth, based on our estimates (VND) 

 
   SOURCES: VND RESEARCH, COMPANY REPORTS 

 

 

  

Loan growth FY18F 18.0% 18.5% 19.0% 19.5% 20.0% 20.5% 21.0% 21.5%

EPS FY18F 2,839       2,853      2,867    2,881     2,895      2,909      2,923    2,937     

Loan growth FY19F 17.0% 17.5% 18.0% 18.5% 19.0% 19.5% 20.0% 20.5%

EPS FY19F 3,137       3,184      3,232    3,279     3,327      3,375      3,423    3,471     

Loan growth FY20F 15.0% 15.5% 16.0% 16.5% 17.0% 17.5% 18.0% 18.5%

EPS FY20F 3,541       3,635      3,729    3,824     3,920      4,016      4,113    4,211     
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Asset quality risk 

The push into retail lending and high risk unsecured lending at MCredit poses 
future asset quality risks, in our view. MBB disclosed that NPL of retail loans is 
actually low, at around 1%. We think retail lending has lower loan concentration 
than wholesale lending, and the risk of secured retail lending is not significant as 
long as the macroeconomic conditions remain stable. We are more concerned 
about the risk of unsecured lending. Although we factored in an increasing NPL 
formation rate throughout the forecast period, higher-than-expected NPL could 
result in higher provision expense, and thus lower profit growth.  

 

SWOT ANALYSIS 
 

Figure 26: SWOT analysis for MBB 

Strengths 

 Low funding costs 

 Prudent risk management with a clean balance sheet 

 Sufficient capital base 

 Strong customer base thanks to close relationship with 
military complexes and military companies 

Opportunities 

 Retail lending expansion and the new consumer finance 
business could boost net interest income 

 The success of capital raising would enable higher 
credit growth than forecasted 

 Digital banking and bancassurance would foster fee 
income franchise 

Weaknesses 

 Small network 

Threats 

 Increased inflation might hurt credit growth 

 Higher NPL derived from the expansion of retail lending, 
especially unsecured lending at MCredit 

 

   SOURCES: VND RESEARCH, COMPANY REPORTS 
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BY THE NUMBERS 
 

 

 

  

  

 

 

  

 

 

 
SOURCES: VND RESEARCH, COMPANY REPORTS  
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Profit & Loss 

(VNDb) Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F

Net Interest Income 7,979 11,219 14,619 17,228 20,404

Total Non-Interest Income 1,876 2,648 3,263 3,865 4,565

Operating Revenue 9,855 13,867 17,882 21,093 24,969

Total Non-Interest Expenses (4,175) (5,999) (7,689) (9,492) (11,236)

Pre-provision Operating Profit 5,681 7,868 10,193 11,601 13,733

Total Provision Charges (2,030) (3,252) (2,538) (2,805) (3,369)

Operating Profit After Provisions 3,651 4,616 7,654 8,796 10,364

Pretax Income/(Loss) from Assoc. 0 0 0 0 0

Operating EBIT (incl Associates) 3,651 4,616 7,654 8,796 10,364

Non-Operating Income/(Expense) 0 0 0 0 0

Profit Before Tax (pre-EI) 3,651 4,616 7,654 8,796 10,364

Exceptional Items

Pre-tax Profit 3,651 4,616 7,654 8,796 10,364

Taxation (767) (1,125) (1,866) (2,145) (2,527)

Consolidation Adjustments & Others

Exceptional Income - post-tax

Profit After Tax 2,884 3,490 5,788 6,652 7,837

Minority Interests 28 29 (117) (134) (158)

Pref. & Special Div 0 0 0 0 0

FX And Other Adj. 0 0 0 0 0

Net Profit 2,912 3,520 5,671 6,517 7,679

Recurring Net Profit 2,740 3,262 5,256 6,040 7,117

Balance Sheet Employment

Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F

Gross Loans/Cust Deposits 77.4% 83.7% 87.3% 89.5% 89.5%

Avg Loans/Avg Deposits 72.3% 80.7% 85.6% 88.5% 89.5%

Avg Liquid Assets/Avg Assets 38.5% 36.9% 35.2% 32.3% 30.5%

Avg Liquid Assets/Avg IEAs 40.5% 38.8% 36.9% 33.8% 31.8%

Net Cust Loans/Assets 57.4% 57.9% 61.5% 64.2% 65.6%

Net Cust Loans/Broad Deposits 66.3% 66.7% 70.7% 73.8% 75.0%

Equity & Provns/Gross Cust Loans 18.2% 16.4% 16.2% 16.0% 16.1%

Asset Risk Weighting 94% 98% 100% 101% 102%

Provision Charge/Avg Cust Loans 1.49% 1.94% 1.25% 1.16% 1.18%

Provision Charge/Avg Assets 0.85% 1.14% 0.76% 0.74% 0.78%

Total Write Offs/Average Assets 0.85% 1.14% 0.76% 0.74% 0.78%
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BY THE NUMBERS… cont’d 
 

 

 

 

  

 

 

  

 

 

 
SOURCES: VND RESEARCH, COMPANY REPORTS  

 
 

Balance Sheet 

(VNDb) Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F

Total Gross Loans 177,691 237,686 275,593 320,316 370,759

Liquid Assets & Invst. (Current) 55,833 53,841 55,457 58,784 64,663

Other Int. Earning Assets 10,056 6,805 7,009 7,430 8,173

Total Gross Int. Earning Assets 243,579 298,332 338,059 386,531 443,595

Total Provisions/Loan Loss Reserve (3,671) (2,486) (3,330) (4,133) (5,019)

Total Net Interest Earning Assets 239,908 295,847 334,729 382,397 438,576

Intangible Assets 944 1,018 1,099 1,187 1,282

Other Non-Interest Earning Assets 13,887 15,171 16,385 17,696 19,111

Total Non-Interest Earning Assets 14,831 16,189 17,484 18,883 20,394

Cash And Marketable Securities 1,520 1,842 1,989 2,149 2,320

Long-term Investments 0 0 0 0 0

Total Assets 256,259 313,878 354,203 403,429 461,290

Customer Interest-Bearing Liabilities 197,179 226,198 259,345 300,165 350,419

Bank Deposits 24,713 46,101 48,406 50,827 53,368

Interest Bearing Liabilities: Others 258 2,145 2,182 2,220 2,258

Total Interest-Bearing Liabilities 222,151 274,444 309,933 353,211 406,044

Bank's Liabilities Under Acceptances

Total Non-Interest Bearing Liabilities 7,520 9,832 9,908 10,294 8,574

Total Liabilities 229,670 284,277 319,841 363,505 414,618

Shareholders' Equity 25,352 28,170 32,813 38,241 44,831

Minority Interests 1,236 1,431 1,548 1,683 1,841

Total Equity 26,588 29,601 34,362 39,924 46,672

Key Ratios

Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F

Total Income Growth 12.4% 40.7% 29.0% 18.0% 18.4%

Operating Profit Growth 6.7% 38.5% 29.5% 13.8% 18.4%

Pretax Profit Growth 13.3% 26.4% 65.8% 14.9% 17.8%

Net Interest To Total Income 81.0% 80.9% 81.8% 81.7% 81.7%

Cost Of Funds 3.65% 3.49% 3.60% 3.60% 3.70%

Return On Interest Earning Assets 6.87% 7.34% 7.90% 8.05% 8.30%

Net Interest Spread 3.22% 3.85% 4.30% 4.45% 4.60%

Net Interest Margin (Avg Deposits) 4.24% 5.41% 6.18% 6.30% 6.40%

Net Interest Margin (Avg RWA) 3.51% 4.09% 4.42% 4.52% 4.65%

Provisions to Pre Prov. Operating Profit 35.7% 41.3% 24.9% 24.2% 24.5%

Interest Return On Average Assets 3.34% 3.94% 4.38% 4.55% 4.72%

Effective Tax Rate 21.0% 24.4% 24.4% 24.4% 24.4%

Net Dividend Payout Ratio 35.3% 30.9% 19.2% 16.7% 14.2%

Return On Average Assets 1.22% 1.23% 1.70% 1.72% 1.78%

Key Drivers

Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F

Loan Growth (%) 24.2% 22.2% 20.0% 19.0% 17.0%

Net Interest Margin (%) 3.5% 4.1% 4.6% 4.8% 4.9%

Non Interest Income Growth (%) 29.1% 41.1% 23.2% 18.4% 18.1%

Cost-income Ratio (%) 42.4% 43.3% 43.0% 45.0% 45.0%

Net NPL Ratio (%) 0.7% 0.8% 0.7% 0.8% 0.8%

Loan Loss Reserve (%) 103.2% 95.9% 101.3% 97.1% 96.5%

GP Ratio (%) 0.7% 0.7% 0.8% 0.8% 0.8%

Tier 1 Ratio (%) 11.1% 9.6% 9.7% 9.8% 9.9%

Total CAR (%) 12.5% 12.0% 11.9% 11.8% 11.7%

Deposit Growth (%) 7.3% 13.0% 15.0% 16.0% 17.0%

Loan-deposit Ratio (%) 75.5% 82.5% 86.0% 88.1% 88.1%

Gross NPL Ratio (%) 1.3% 1.2% 1.3% 1.5% 1.5%

Fee Income Growth (%) 25.5% 65.6% 30.0% 28.0% 26.0%
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their respective related corporations (and their respective directors, associates, connected persons and/or employees) shall not be liable in any manner 
whatsoever for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance 
thereon or usage thereof. In particular, VNDIRECT Securities Corporation, CGS-CIMB and CIMB disclaim all responsibility and liability for the views 
and opinions set out in this report.  

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market 
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market. 
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information 
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort is 
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are 
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of 
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose 
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of CGS-CIMB, CIMB, or VNDIRECT Securities 
Corporation, or their respective affiliates (including CGIFHL, CIMBG and their respective related corporations) to any person to buy or sell any 
investments.  

CGS-CIMB, CIMB and/or VNDIRECT Securities Corporation and/or their respective affiliates and related corporations (including CGIFHL, CIMBG and 
their respective related corporations), their respective directors, associates, connected parties and/or employees may own or have positions in 
securities of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may 
be materially interested in, any such securities. Further, CGS-CIMB, CIMB and/or VNDIRECT Securities Corporation, and/or their respective affiliates 
and their respective related corporations (including CGIFHL, CIMBG and their respective related corporations) do and seek to do business with the 
company(ies) covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment in 
securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform significant 
investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such investment, advisory or 
other services from any entity mentioned in this report. 

CGS-CIMB, CIMB and/or VNDIRECT Securities Corporation and/or their respective affiliates (including CGIFHL, CIMBG and their respective related 
corporations) may enter into an agreement with the company(ies) covered in this report relating to the production of research reports. CGS-CIMB, 
CIMB and/or VNDIRECT Securities Corporation may disclose the contents of this report to the company(ies) covered by it and may have amended 
the contents of this report following such disclosure.  

The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or her 
personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and autonomously. 
No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or view(s) 
in this report. The analyst(s) who prepared this research report is prohibited from receiving any compensation, incentive or bonus based on specific 
investment banking transactions or for providing a specific recommendation for, or view of, a particular company. Information barriers and other 
arrangements may be established where necessary to prevent conflicts of interests arising. However, the analyst(s) may receive compensation that 
is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations and the research 
personnel involved in the preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this 
research report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. 
Additional information is, subject to the duties of confidentiality, available on request.  

The term “VNDIRECT Securities Corporation” shall, unless the context otherwise requires, mean VNDIRECT Securities Corporation and its affiliates, 
subsidiaries and related companies. The term “CGS-CIMB” shall denote, where appropriate, the relevant entity distributing or disseminating the report 
in the particular jurisdiction referenced below, or, in every other case except as otherwise stated herein, CIMB Securities International Pte. Ltd.  and 
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its affiliates, subsidiaries and related corporations.  
 

CGS-CIMB 

Country CGS-CIMB Entity Regulated by 

Hong Kong CGS-CIMB Securities Limited Securities and Futures Commission Hong Kong 

India CGS-CIMB Securities (India) Private Limited Securities and Exchange Board of India (SEBI) 

Indonesia PT CGS-CIMB Sekuritas Indonesia Financial Services Authority of Indonesia 

Singapore CGS-CIMB Research Pte. Ltd. Monetary Authority of Singapore 

South Korea CGS-CIMB Securities Limited, Korea Branch Financial Services Commission and Financial Supervisory Service 

Thailand CGS-CIMB Securities (Thailand) Co. Ltd. Securities and Exchange Commission Thailand 
 

   

CIMB 

Country CIMB Entity Regulated by 

Malaysia CIMB Investment Bank Berhad Securities Commission Malaysia 
  

 (i) As of July 5, 2018 VNDIRECT Securities Corporation has a proprietary position in the securities (which may include but not limited to shares, 
warrants, call warrants and/or any other derivatives) in the following company or companies covered or recommended in this report: 

(a)  -  

(ii) As of July 5, 2018, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities (which may include but not 
limited to shares, warrants, call warrants and/or any other derivatives) in the following company or companies covered or recommended in this report:  

(a) -  
  
This report does not purport to contain all the information that a prospective investor may require. CGS-CIMB, and VNDIRECT Securities Corporation 
and their respective affiliates (including CGIFHL, CIMBG and their related corporations) do not make any guarantee, representation or warranty, 
express or implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this report. 
None of CGS-CIMB, CIMB and VNDIRECT Securities Corporation and their respective affiliates nor their related persons (including CGIFHL, CIMBG 
and their related corporations) shall be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or 
consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.  

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CGS-CIMB’s, CIMB’s and 
their respective affiliates’ (including CGIFHL’s, CIMBG’s and their respective related corporations’) clients generally and does not have regard to the 
specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. The information and 
opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities, 
related investments or other financial instruments or any derivative instrument, or any rights pertaining thereto.  

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual 
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, 
financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this research report. The 
securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors. 

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB Securities (Singapore) Pte. Ltd. and CIMB 
Securities Limited. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of the Corporations Act 2001 
(Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other person. You represent and 
warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and has been prepared without taking into 
account the objectives, financial situation or needs of the individual recipient. CIMB Securities (Singapore) Pte. Ltd. and CIMB Securities Limited do 
not hold, and are not required to hold an Australian financial services license. CIMB Securities (Singapore) Pte. Ltd. and CIMB Securities Limited rely 
on “passporting” exemptions for entities appropriately licensed by the Monetary Authority of Singapore (under ASIC Class Order 03/1102) and the 
Securities and Futures Commission in Hong Kong (under ASIC Class Order 03/1103). 

Canada: This research report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 – Research 
Restrictions and Disclosure Requirements of the Investment Industry Regulatory Organization of Canada.  For any research report distributed by 
CIBC, further disclosures related to CIBC conflicts of interest can be found at https://researchcentral.cibcwm.com. 

China: For the purpose of this report, the People’s Republic of China (“PRC”) does not include the Hong Kong Special Administrative Region, the 
Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities Regulatory 
Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing information. The 
distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or outside of PRC to 
buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional investors and may not be 
provided to any person other than the original recipient and may not be reproduced or used for any other purpose.  

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to 
subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it 
is not intended as a solicitation for the purchase of any financial instrument.  

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act 
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the time 
of the publication of the information.  

The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that neither the 
German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of this report. 
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Hong Kong: This report is issued and distributed in Hong Kong by CIMB Securities Limited (“CHK”) which is licensed in Hong Kong by the Securities 
and Futures Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) activities. Any 
investors wishing to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CIMB Securities Limited. 
The views and opinions in this research report are of VNDIRECT Securities Corporation as of the date hereof and are subject to change. If the Financial 
Services and Markets Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our obligations owed to such 
recipient therein are unaffected. CHK has no obligation to update its opinion or the information in this research report. 

This publication is strictly confidential and is for private circulation only to clients of CHK. 

CHK does not make a market on other securities mentioned in the report. 
 
 

India: This report is issued and distributed in India by CIMB Securities (India) Private Limited (“CIMB India”) which is registered with the National Stock 
Exchange of India Limited and BSE Limited as a trading and clearing member under the Securities and Exchange Board of India (Stock Brokers and 
Sub-Brokers) Regulations, 1992. In accordance with the provisions of Regulation 4(g) of the Securities and Exchange Board of India (Investment 
Advisers) Regulations, 2013, CIMB India is not required to seek registration with the Securities and Exchange Board of India (“SEBI”) as an Investment 
Adviser. CIMB India is registered with SEBI as a Research Analyst pursuant to the SEBI (Research Analysts) Regulations, 2014 ("Regulations"). 

This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for and 
does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients should rely on 
their own investigations and take their own professional advice before investment.  

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or 
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India. 
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or 
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of CIMB India and they have received compensation based upon various factors, including quality, accuracy and value of research, firm 
profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or economists' compensation is not linked to 
investment banking or capital markets transactions performed or proposed to be performed by CIMB India or its affiliates. 
 

CGS-CIMB India has not received any investment banking related compensation from the companies mentioned in the report in the past 12 months. 

CGS-CIMB India has not received any compensation from the companies mentioned in the report in the past 12 months. 

Indonesia: This report is issued and distributed by PT CIMB Sekuritas Indonesia (“CIMBI”). The views and opinions in this research report are our 
own as of the date hereof and are subject to change. CIMBI has no obligation to update its opinion or the information in this research report. Neither 
this report nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents 
except in compliance with applicable Indonesian capital market laws and regulations. 

This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the 
Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold within 
the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the 
meaning of the Indonesian capital market law and regulations. 

Ireland: CGS-CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CGS-CIMB 
acting as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland. 

Malaysia: This report is distributed by CIMB solely for the benefit of and for the exclusive use of our clients. CIMB has no obligation to update, revise 
or reaffirm its opinion or the information in this research reports after the date of this report. 

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial Advisers 
Act 2008. 

Singapore: This report is issued and distributed by CIMB Research Pte Ltd (“CIMBR”). CIMBR is a financial adviser licensed under the Financial 
Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research analyses or research reports, whether in 
electronic, print or other form. Accordingly CIMBR is a subject to the applicable rules under the FAA unless it is able to avail itself to any prescribed 
exemptions. 

Recipients of this report are to contact CIMB Research Pte Ltd, 50 Raffles Place, #16-02 Singapore Land Tower, Singapore in respect of any matters 
arising from, or in connection with this report. CIMBR has no obligation to update its opinion or the information in this research report. This publication 
is strictly confidential and is for private circulation only. If you have not been sent this report by CIMBR directly, you may not rely, use or disclose to 
anyone else this report or its contents. 

If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CIMBR accepts legal responsibility for the 
contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited investor, expert 
investor or institutional investor, the recipient is deemed to acknowledge that CIMBR is exempt from certain requirements under the FAA and its 
attendant regulations, and as such, is exempt from complying with the following : 

(a)  Section 25 of the FAA (obligation to disclose product information); 

(b)  Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may be 
reasonably expected to rely on the recommendation) of the FAA; 

(c)  MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03]; 

(d)  MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16]; 

(e)  Section 36 (obligation on disclosure of interest in securities), and 

(f)  any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted by 
applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice notes as 
we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor acknowledges that 
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a CIMBR is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any loss or damage arising 
from the recipient’s reliance on any recommendation made by CIMBR which would otherwise be a right that is available to the recipient under Section 
27 of the FAA, the recipient will also not be able to file a civil claim against CIMBR for any loss or damage arising from the recipient’s reliance on any 
recommendation made by CIMBR which would otherwise be a right that is available to the recipient under Section 27 of the FAA.  

CIMBR, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have positions in securities 
of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may be 
materially interested in, any such securities. Further, CIMBR, its affiliates and its related corporations do and seek to do business with the company(ies) 
covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment in securities of such 
company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform significant investment 
banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such investment, advisory or other services 
from any entity mentioned in this report. 

As of July 5, 2018,, CIMBR does not have a proprietary position in the recommended securities in this report. 

CIMBR does not make a market on the securities mentioned in the report. 

South Korea: This report is issued and distributed in South Korea by CIMB Securities Limited, Korea Branch (“CIMB Korea”) which is licensed as a 
cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. In South Korea, this report is for 
distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market Act of Korea (“FSCMA”). 

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not 
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any investment 
decision. This document does not constitute a public offering of securities.  

CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services. 

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution 
of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described herein and 
may not be forwarded to the public in Sweden. 

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks 
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research). 

Thailand: This report is issued and distributed by CIMB Securities (Thailand) Co. Ltd. (“CIMBT”) based upon sources believed to be reliable (but their 
accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after due and careful 
consideration for use as information for investment. Such opinions are subject to change without notice and CIMBT has no obligation to update its 
opinion or the information in this research report.  

CIMBT may act or acts as Market Maker, and issuer and offerer of Derivative Warrants and Structured Note which may have the following securities 
as its underlying securities. Investors should carefully read and study the details of the derivative warrants in the prospectus before making investment 
decisions.   

AAV, ADVANC, AMATA, ANAN, AOT, AP, BA, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEAUTY, BEC, BEM, BJC, BH, BIG, BLA, BLAND, BPP, BTS, 
CBG, CENTEL, CHG, CK, CKP, COM7, CPALL, CPF, CPN, DELTA, DTAC, EA, EGCO, EPG, GFPT, GLOBAL, GLOW, GPSC, GUNKUL, HMPRO, 
INTUCH, IRPC, ITD, IVL, KBANK, KCE, KKP, KTB, KTC, LH, LHBANK, LPN, MAJOR, MALEE, MEGA, MINT, MONO, MTLS, PLANB, PSH, PTL, 
PTG, PTT, PTTEP, PTTGC, QH, RATCH, ROBINS, S, SAWAD, SCB, SCC, SCCC, SIRI, SPALI, SPRC, STEC, STPI, SUPER, TASCO, TCAP, THAI, 
THANI, THCOM, TISCO, TKN, TMB, TOP, TPIPL, TRUE, TTA, TU, TVO, UNIQ, VGI, WHA, WORK. 

Corporate Governance Report: 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy 
of the Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock 
Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The 
result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside information. 

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be 
changed after that date. CIMBT does not confirm nor certify the accuracy of such survey result. 
 

Score Range: 90 - 100 80 – 89 70 - 79 Below 70 or No Survey Result 

Description: Excellent Very Good Good N/A  
  

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing 
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by, 
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is 
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the 
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to 
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the United 
Arab Emirates. 

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being distributed 
by CIMB Securities (UK) Limited (“CIMB UK”).  CIMB UK is authorized and regulated by the Financial Conduct Authority and its registered office is at 
27 Knightsbridge, London, SW1X7YB. The material distributed by CIMB UK has been prepared in accordance with CGS-CIMB’s policies for managing 
conflicts of interest arising as a result of publication and distribution of this material. This  material is for distribution only to, and is solely directed at, 
selected persons on the basis that those persons: (a) are eligible counterparties and professional clients of CIMB UK; (b) have professional experience 
in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as 
amended, the “Order”), (c)  fall within Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations etc”) of the Order; (d) are outside 
the United Kingdom subject to relevant regulation in each jurisdiction, material(all such persons together being referred to as “relevant persons”). This 
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material is directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or 
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons. 

Where this material is labelled as non-independent, it does not provide an impartial or objective assessment of the subject matter and does not 
constitute independent “research” (cannot remove research from here under the applicable rules of the Financial Conduct Authority in the UK. 
Consequently, any such non-independent material will not have been prepared in accordance with legal requirements designed to promote the 
independence of research (cannot remove research from here) and will not subject to any prohibition on dealing ahead of the dissemination of research. 
Any such non-independent material must be considered as a marketing communication. 

United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S. registered broker-dealer and 
a related company of CIMB Research Pte Ltd, PT CIMB Sekuritas Indonesia, CIMB Securities (Thailand) Co. Ltd, CIMB Securities Limited, CIMB 
Securities (India) Private Limited, and is distributed solely to persons who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 under the 
Securities and Exchange Act of 1934. This communication is only for Institutional Investors whose ordinary business activities involve investing in 
shares, bonds, and associated securities and/or derivative securities and who have professional experience in such investments. Any person who is 
not a U.S. Institutional Investor or Major Institutional Investor must not rely on this communication. The delivery of this research report to any person 
in the United States of America is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any 
opinion expressed herein. CIMB Securities (USA) Inc, is a FINRA/SIPC member and takes responsibility for the content of this report. For further 
information or to place an order in any of the above-mentioned securities please contact a registered representative of CIMB Securities (USA) Inc. 

CIMB Securities (USA) Inc. does not make a market on other securities mentioned in the report. 

CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months. 

CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past 12 months. 

CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the company 
mentioned within the next 3 months. 

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional, 
institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.   
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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. 

  

Country Ratings Definition: 

 Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to 
benchmark. 

 Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark. 

 Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to 
benchmark. 
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