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Vietcombank 
Not cheap but a solid long-term bet   
■ VCB is a well-regarded state-owned commercial bank (SOCB) with an extensive 

network, a critical role in Vietnam’s national payment system and leading card issuer. 
■ Its strong deposit franchise and large client base would support a gradual shift in loan 

mix to higher-yield segments such as personal lending, in our view.  
■ Its asset quality is best in class, with well-controlled NPLs and a high provisioning buffer 

(NPL of 1.1%, loan loss reserve ratio, LLR, of 131% at end-FY17).   
■ We project an enviable net profit CAGR of 17.7% over FY18-20F, with ROE improving to 

20.1% by end-FY20F. We initiate with an Hold rating and TP of VND79,500.   
 

Initiate with Hold rating; potential share price upside of 8.2%    
We initiate coverage on Vietcombank (VCB) with Hold and a TP of VND79,500, based on 
residual income (COE: 12,8%, LTG: 4%) and 4.0x FY19F P/BV. Our rating is underpinned 
by: 1) VCB’s best-in-class asset quality; 2) its ability to tap into the retail banking segment; 
3) its diversified non-interest income streams; and 4) its higher likelihood of recapitalisation 
vs. local rivals to comply with implementation of Basel II norms. VCB’s FY18F P/BV (4.2x) 
is now at a big premium over regional peers’ average (2.7x) but justifiably so, in our view. 

Well-regarded state-owned bank with a strong deposit franchise  
Ranking as the fourth-largest commercial bank by assets at end-2017, VCB has the best 
asset quality among state-owned commercial banks (SOCBs), with well-controlled NPLs 
and a high provisioning buffer (NPL of 1.1%, LLR of 131% at end-FY17). VCB's funding 
mobilisation and liquidity are strong due to its leading deposit franchise; VCB had 10% 
system-wide deposit market share in 2017. It also benefits from depository relationships 
with SOE borrowers and plays an important role in the national payment system.  

Strongly-positioned to penetrate the retail banking segment  
With 30% market share of total number of credit cards in circulation and 44% share of the 
country’s credit card payment volume (2016), VCB is regarded as the No.1 card issuer in 
Vietnam. This provides the bank with an ideal entry point into the lucrative retail banking 
market. Given its extensive distribution network and large SOE client base, VCB can push 
aggressively into the retail and SME segments, improving its NIM, in our view.  

We project an enviable net profit CAGR of 17.7% over FY18-20F  
We expect VCB’s earnings growth to be underpinned by: 1) strong loan growth, buttressed 
by high liquidity; 2) improving NIM due to the bank’s reorientation towards retail lending; 3) 
diversified non-interest income streams; and 4) lower provisioning thanks to better asset 
quality. We expect ROE to improve by 230bp to touch 20.1% by end-FY20F, which would 
help VCB to maintain its leading position among SOCBs in terms of profitability. 

Potential re-rating catalysts    
A potential re-rating catalyst is VCB divesting its stakes in Vietnam Export Import 
Commercial Joint Stock Bank (EIB, 8.19%) and Military Commercial Joint Stock Bank 
(MBB, 6.97%) for extraordinary gains of c.VND4,292bn (~US$189m) based on our 
estimates. If VCB successfully raises equity sooner than we expect (via sale of a 7.7% 
stake in VCB to Singapore’s GIC by end-2018F), VCB could deliver more rapid credit 
growth and hence, higher net interest income growth.   

Downside risks  
 A downside risk to our forecasts is VCB’s inability to raise sufficient capital to comply with 
Basel II implementation in 2020, which would necessitate deceleration in loan growth.  
Another medium-term risk is that the State Bank of Vietnam turns hawkish as VCB will 
need to comply with any such attempts to tighten system-wide credit growth.  
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Financial Summary Dec-16A Dec-17A Dec-18F Dec-19F Dec-20F

Net Interest Income (VNDb) 18,528 21,938 27,347 32,540 39,373

Total Non-Interest Income (VNDb) 6,352 7,466 8,272 9,269 10,385

Operating Revenue (VNDb) 24,880 29,403 35,619 41,810 49,759

Total Provision Charges (VNDb) (6,406) (6,198) (7,108) (8,388) (9,943)

Net Profit (VNDb) 5,633 7,497 9,489 11,111 13,249

Core EPS (VND) 1,899 2,526 3,178 3,721 4,437

Core EPS Growth 28.6% 33.0% 25.8% 17.1% 19.2%

FD Core P/E (x) 38.71 29.10 23.13 19.75 16.57

DPS (VND) 851.1 799.9 800.0 800.0 800.0

Dividend Yield 1.16% 1.09% 1.09% 1.09% 1.09%

BVPS (VND) 13,330 15,003 17,381 20,302 23,939

P/BV (x) 5.51 4.90 4.23 3.62 3.07

ROE 14.7% 17.8% 19.6% 19.7% 20.1%

% Change In Core EPS Estimates   60.3% 56.8% 56.5%

CIMB/consensus EPS (x)   0.97 0.85 0.83
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Solid foundation for organic 
growth 

INVESTMENT THESIS 

Well-regarded state-owned bank with a strong deposit franchise  

Ranking as the fourth-largest commercial bank by assets at end-2017, VCB has 
the best asset quality among state-owned commercial banks (SOCBs), with 
well-controlled NPLs and a high provisioning buffer (NPL of 1.1% and LLR of 
131% at end-FY17). VCB's funding mobilisation and liquidity are strong due to 
its sector-leading deposit franchise; VCB had 10% system-wide deposit market 
share in 2017. It also benefits from depository relationships with SOE borrowers 
and plays an important role in the national payment system. 

Expect a few years of strong earnings growth ahead 

The bank’s leadership in the credit card market gives VCB an ideal entry point 
into the lucrative retail banking market. Given its extensive distribution network 
and large SOE client base, we think VCB could push aggressively into the retail 
and SME segments, improving its NIM. 

Although it faces capital constraints to expansion, we believe VCB has higher 
likelihood of being recapitalised than its local peers due to these reasons: 1) 
VCB still has room to raise tier 2 capital in the coming years, while other SOCBs 
like Vietnam Joint Stock Commercial Bank for Industry and Trade (VietinBank, 
CTG, Not Rated) and Bank for Investment and Development of Vietnam (BIDV, 
Not Rated) have already reached the regulatory limit; and 2) VCB still has room 
for foreign ownership to increase. 

We expect VCB’s earnings growth in FY18-20F to be underpinned by: 1) strong 
loan growth, buttressed by high liquidity; 2) improving NIM due to the bank’s 
reorientation towards retail lending; 3) diversified non-net interest income (non-
NII) streams; and 4) lower provisioning thanks to better asset quality. We expect 
ROE to improve by 230bp to 20.1% by end-FY20F, which would help VCB to 
maintain its leading position among SOCBs in terms of profitability. 

Potential re-rating catalysts 

A potential re-rating catalyst for VCB is the divestment of its stakes in EIB 
(8.19%) and MBB (6.97%) for extraordinary gains of c.VND4,292bn 
(~US$189m), based on our estimates. Our base case has not built in any 
recapitalisation. If VCB successfully raises equity sooner than we expect (via the 
sale of a 7.7% stake in VCB to Singapore’s GIC by end-2018F), VCB could 
deliver more rapid credit growth and hence, higher NII growth.   

Premium valuation due to its industry-leading position 

VCB has always traded at a P/BV premium over other listed local banks for the 
following reasons: 1) local investors perceive VCB as the most prestigious bank  
in Vietnam, 2) the support VCB receives from the government gives the bank 
competitive advantages, such as the ability to raise funds cheaply (both from the  
state  treasury and from private sector depositors), 3) state support also helps 
reinforce the perception that VCB is the safest bank in Vietnam, which benefits 
the bank’s deposit franchise, and 4) the free float of VCB shares is limited, 
although there is ample room for foreign investors to raise their stakes in VCB 
(VCB’s foreign ownership level, FOL, is currently around 20% and the regulatory 
limit is 30%.)  

We selected regional state-owned enterprise (SOE) banks and banks with 
deposit franchises that are similar to VCB for our regional sector comparison. 
We observe that VCB is trading at a 57.2% premium over its regional peers in 
terms of FY18F P/BV. 
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Figure 1: Regional sector comparison 

 

  

NOTE: AS OF 5 APR 2018  

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 
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HDFC Bank HDFCB IN ADD 1,909        2,400         76,256    20.0% 20.6% 23.6% 4.3 3.7 23.5 19.2

ICICI Bank ICICIBC IN ADD 279          390            27,572    10.9% 12.0% 10.9% 2.0 1.8 18.7 15.6

Axis Bank AXSB IN ADD 503          700            19,875    10.7% 14.5% 45.3% 1.8 1.6 17.6 11.6

Indusind Bank IIB IN ADD 1,837        1,925         16,973    18.3% 18.8% 25.3% 4.2 3.5 24.5 20.3

Yes Bank YES IN ADD 313          365            11,098    18.5% 19.2% 21.1% 2.5 2.2 14.6 12.1

Bank Central Asia BBCA IJ HOLD 23,050      22,500       41,280    18.3% 17.5% 11.4% 3.7 3.2 21.5 18.9

Bank Rakyat Indonesia BBRI IJ ADD 3,470        4,700         31,090    19.0% 19.4% 14.1% 2.3 2.0 12.7 10.9

Bank Mandiri BMRI IJ ADD 7,650        9,800         25,932    14.7% 15.3% 25.8% 1.9 1.7 13.6 11.6

Public Bank Bhd PBK MK HOLD 24            21              23,910    14.3% 13.0% 8.2% 1.9 1.8 15.2 14.1

BIDV Bank BID VN NOT RATED 44,000      N/A 5,888     11.1% 11.7% 1.5% 2.8 2.6 26.5 23.2

Military Commercial Joint Stock BankMBB VN NOT RATED 36,700      N/A 2,454     14.9% 16.1% 27.8% 2.0 1.8 14.2 11.8

Average regional peers 15.5% 16.2% 19.5% 2.7 2.4 18.4 15.4

Vietcombank VCB VN ADD 73,500      79,500       11,593    19.6% 19.7% 20.6% 4.2 3.6 23.1 19.8

premium/discount to peers 57.1% 52.9% 25.4% 28.6%

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

1.1 Well-regarded state-owned financial group in Vietnam  

Founded in Apr 1963, VCB was created as the first and only bank to deal with 
the external economic affairs sector of Vietnam, comprising export and import 
lending, international trade payments and foreign currency trading for the entire 
economy. VCB was also assigned the role of government agent for payment 
services, lending and aid disbursal programmes. Leveraging on its dominant 
position in Vietnam for international banking services, the bank developed into 
Vietnam’s most commercially-oriented and most highly-regarded state-owned 
financial group. 

VCB has also grown to become one of the largest and best-managed banks in 
Vietnam, in our view. VCB is the country’s largest listed bank by market cap and 
the fourth-largest commercial bank by assets at end-2017, with total assets of 
US$47bn (equivalent to approximately 9% of Vietnam’s total domestic banking 
assets).  

VCB became the first state-owned commercial bank (SOCB) to be partially 
privatised at the end of 2007 and it was subsequently listed on the Ho Chi Minh 
Stock Exchange (HOSE) on 16 May 2011. In 2011, Mizuho Bank (Unlisted) of 
Japan bought a 15% stake in VCB for US$567m (equivalent to a P/BV of around 
2.8x). The State Bank of Vietnam (SBV) currently owns 77% of VCB. 

The bank has subsidiaries in securities brokerage, fund management, insurance 
(a JV with SeAbank, Unlisted, and BNP Paribas, BNP EN, Not Rated), leasing, 
real estate and remittance services. VCB’s remittance service, VCB Money, is a 
market leader but the other VCB subsidiaries are mid-tier players in their 
respective fields. These subsidiaries help to broaden VCB’s brand recognition in 
Vietnam and enable the bank to position itself as a “one-stop-shop” for 
enterprises. 

 

Figure 2: VCB’s corporate structure (as of Nov 2017) 

 

SOURCE: CGS-CIMB RESEARCH, COMPANY REPORTS   

 

 

In our view, VCB is the most well-known bank in Vietnam  thanks to its extensive 
network, including 496 full branches and/or transaction offices (both offer similar 
services to retail customers), 2,409 ATMs and more than 49,418 points of sale 
(POS) merchant credit card terminals. VCB’s ATM and POS networks are the 
largest in the country, accounting for 13% of all ATMs and 33% of all credit card 
POS terminals nationwide. 
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Figure 3: Vietnamese banks’ ranking by assets at end-FY17 
(VND tr) 

Figure 4: Vietnamese banks’ ranking by number of branches & 
transaction offices at end-FY17 

  
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

  

 

1.2 Strong foothold in foreign trade financing and FX trading  

Since inception, VCB has secured a leading position in foreign trade, including 
trade financing, international settlements and FX transactions. VCB was the first 
Vietnamese bank to build correspondent banking relationships with international 
banks and now has the most extensive correspondent banking network of any 
bank in Vietnam, incorporating relationships with around 1,800 international 
financial institutions in 155 countries. In Jan-Nov 2017, the bank handled ~16% 
of Vietnam’s trade financing (16.7% of imports and 14.3% of exports, source: 
VCB investor relations). VCB’s traditional role in facilitating Vietnam’s foreign 
trade has given it greater exposure to the international banking industry than 
other domestic banks, which has increased VCB’s local prestige. VCB’s early 
exposure to foreign banks also helped it to adopt international best practices, in 
our view. 

  

Figure 5: VCB’s market share of total international settlements Figure 6: VCB’s import-export settlement volumes (US$ bn)  

  
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

  

 

VCB dominates the interbank foreign exchange market and we consider it the 
“market maker” in setting the daily US$/VND exchange rate for the local market. 
Thanks to its unrivalled competitive advantage in terms of access to foreign 
currency flows from its corporate clients, and its experienced staff, VCB is one of 
the few domestic banks to realise strong profits from forex trading. This is 
especially notable because the profit the bank earns is mainly derived from 
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simple activities like spot forex trading. Unlike most other Vietnamese banks, 
VCB treats forex trading as a profit centre in its own right. 

VCB is the preferred bank of state agencies like the State Treasury for forex 
deposits. It is still the ‘chosen bank’ for forex transactions related to government-
guaranteed projects and Official Development Assistance (ODA) projects. Given 
its traditional strength in international payment settlement and long-standing 
close relationships with big SOEs that have strong foreign currency cash flows 
[like PetroVietnam (Unlisted) and Vietnam Airlines, (HVN, Not Rated), VCB has 
always had an abundance of forex funds. Foreign currency funds comprised 30-
40% of VCB’s total liabilities (vs. the sector average of below 15%) and around 
30% of the total assets on its balance sheet at end-FY17. 

  

Figure 7: Net income from FX trading, by SOCB (VND bn)  Figure 8: VCB’s FX transaction volumes (US$ bn)  

  
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

  

 

1.3 The No.1 card issuer in the country  

VCB was the first-mover in the card business in Vietnam, supported by its 
leading nationwide ATM network of 2,409 units. Although competition in this 
niche market has increased recently, VCB is still the biggest card issuer, with a 
14% market share of debit cards and 30% market share of credit cards, as at the 
end of 2016. Additionally, 44% of nationwide credit card payments were 
executed through VCB’s 49,418 point-of-sale credit card terminals in 2016.  

  

Figure 9: VCB’s number of issued cards in 2014-2016 (’000) Figure 10: Credit card payment volume handled through VCB’s 
POS terminal system (US$ m)  

  
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 
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Despite the low penetration of credit cards in Vietnam (~8% in 2016, source: 
Euromonitor), card business prospects are promising in Vietnam. The growth of 
internet retail in Vietnam is expected to bolster the use of cards for retail 
purchases through online portals, which we believe is largely driven by 
Vietnam's growing economy and fairly-young population. Moreover, the 
increasing number of smartphone users, along with rising internet penetration, is 
expected to encourage the e-commerce industry to develop in the country. This 
in turn, is expected to foster credit and debit card usage due to the growing 
convenience of online payment options. We think that the emerging cashless 
payment ecosystem will complement credit card adoption, rather than eliminate 
the need for credit cards.  

 

1.4 Benefits from strong customer base  

Similar to other SOCBs, VCB stands to benefit from its strong relationships with 
large SOEs. However, there are considerable differences between the risk 
profiles of VCB’s SOE clients and those of other SOCBs. 

VCB has greater exposure to ‘blue-chip’ SOEs with robust core businesses that 
generate strong cash flows, such as PetroVietnam and its subsidiaries (i.e. 
PetroVietnam Drilling, PVD Not Rated, PV Exploitation & Production, Unlisted), 
Vietnam Airlines and Vietnam Rubber Industry  Group (Unlisted). We observe 
that the SOEs in Vietnam that have more exposure to their international peers 
tend to be better run. That certainly applies to all of the SOEs mentioned in this 
paragraph, and to PetroVietnam, in particular.  

Compared to its SOCB peers Viet Nam Bank for Agriculture and Rural 
Development (Agribank, Unlisted) and BIDV, VCB has been less influenced or 
coerced by the government to lend to non-viable projects for political reasons. 
This is partly because of VCB’s greater exposure to the international banking 
industry (which garners it better treatment by the government) and SBV’s aim to 
build up VCB as a national champion, allowing it to compete at the regional level.  

 

1.5 Strong deposit franchise with high liquidity  

VCB holds the most important key to banking success in Vietnam – the ability to 
raise deposits at fairly low cost. VCB enjoyed an 18.8% CAGR over FY14-17 for 
customer deposits and ranked No.1 in the country in terms of “deposit value per 
branch” over the same period, which is testament to its higher branch-level 
productivity relative to peers. Unlike other local banks that are only strong one 
area of deposit mobilisation, i.e. corporate deposits (for the three other SOCBs) 
or retail deposits (for the private sector banks), VCB is strong in both areas. 

Thanks to its SOCB status, VCB is perceived by locals to be safer than private 
sector banks. In addition, VCB’s popular brand image and extensive network 
enables it to attract significant retail deposits. The bank has maintained a 
balanced deposit mix, with retail deposits making up around 55% of total 
deposits over the past four years, on average. 
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Figure 11: VCB’s deposit mix – Steady over the last four years Figure 12: Deposit value per branch by bank at end-2017 (VND 
bn) 

  
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

  

 

Thanks to its extensive ATM network and large number of current accounts, 
VCB is able to raise a considerable amount of retail demand deposits at low cost 
(note that demand deposit rates are generally 500-650bp lower than those of 3-
month and 6-month term deposits). In addition, major corporates keep sizeable 
current deposits at VCB for payment purposes, giving VCB the highest CASA 
ratio of 28-32% in the industry. MBB is the only local bank that can compete with 
VCB in terms low-cost fund mobilisation ability and this is due to its distinct 
military-related client base.  

 

1.6 Top-notch risk management  

VCB has been one of the most aggressive Vietnamese banks in upgrading its 
risk management capability, including credit risk management. Since 2003, the 
bank has deployed an internal credit-scoring system in accordance with 
international best practices. In 2006, VCB built a new risk management 
framework in line with international standards based on the advice of the Dutch 
bank ING (INGA NA, Not Rated) as part of a World Bank technical assistance 
programme. VCB’s risk management platform is one of the most comprehensive 
and advanced of all Vietnamese banks and covers all key banking risks (i.e. 
credit, market, liquidity and operational risks). VCB has also started to employ 
best practices to mitigate risk, as well as using advanced management tools and 
techniques to measure and manage risk.  

Most importantly, VCB has adopted a centralised credit risk management 
system, which separates the sales function from the other procedures and 
operational aspects involved in credit approval, credit management and risk 
management. This mechanism prevents moral hazards and conflicts of interest 
in the loan underwriting process.  

VCB is upgrading its internal credit rating capability and launched a ‘Business 
Modelling’ project in 2012 to create industry reports and corporate forecast 
models. The aim is to standardise the analysis of industry risks and the process 
of setting credit limits for customers.  

In addition to strengthening its traditional credit risk management capabilities as 
described above, some VCB branches have started using advanced quantitative 
credit risk management tools, like probability of default (PD) modelling and loss 
given default (LGD) models, to gauge the probability of clients defaulting. 

Advanced quantitative tools like value at risk (VAR) and gap pricing models are 
also being employed by VCB to manage market risk and liquidity risk. We 
understand that few banks in Vietnam have the capability to use these advanced 
risk management tools. 
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1.7 State influence on VCB is a double-edged sword  

We understand that SBV wants to keep its controlling stake in VCB (and 
Vietnam’s other SOCBs) to facilitate its monetary policy and other objectives, 
such as credit growth targets, social policy and industry policy objectives. In the 
past, Vietnam’s SOCBs were tapped on by the government to provide credit to 
priority industries, such as high-tech and agriculture, and such policies are likely 
to continue for the foreseeable future. Furthermore, we believe VCB’s expertise 
and dominant position in the forex business has also made it instrumental in 
helping the SBV to intervene, and regulate, the forex market and VND exchange 
rate. 

In our view, the state’s ownership of VCB is a double-edged sword. It enables 
VCB to: 1) attract deposits from retail savers due to its perceived safety as an 
SOCB, 2) receive significant low-cost funds from state-related agencies, such as 
the State Treasury, and 3) attract deposits from major SOEs. However, VCB’s 
expansion has been influenced by the central bank, which seeks to achieve its 
own objectives. VCB has always strictly followed the SBV’s guidance on credit 
growth and interest rates. Many Vietnamese banks, including the SOCBs, often 
flout the central bank’s policy guidance, especially regarding interest rate 
targets, until they are reprimanded into compliance. 

The Chairman and CEO of VCB have always been appointed by the SBV to 
represent the state’s ownership and interests. Apart from the Chairman Mr 
Nghiem Xuan Thanh, most of VCB’s board members and executives are career 
bankers at VCB who have served in various key departments before assuming 
their senior management roles. Many of them have also worked for the SBV at 
some point in their careers, which illustrates the close relationship that VCB has 
with the central bank.  

VCB’s top management is characterised by continuity and stability, but the 
drawback to this is the lack of aggressiveness and dynamism in terms of growth 
ambitions. Most of the senior members of VCB’s Board of Directors have 
corporate banking backgrounds and are at the tail-end of their careers. Hence, 
they tend to adopt a defensive stance and focus on earnings stability. The SBV’s 
influence on the bank’s growth trajectory and appointment of top management 
has adversely affected the aggressiveness and proactiveness of VCB’s 
management, in our view. 
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Figure 13: Key management profile (as of end-2016) 

 
Mr Nghiem Xuan Thanh- 

Chairman  

Mr Thanh received a Master’s degree and PhD in Economics from the Banking Academy of Vietnam. 
Mr Thanh started his career in VietinBank in 1988 and has worked in different departments, including 
risk management and debt execution until Jun 2012, when he was appointed to be Chief of 
Secretariat of State Bank of Vietnam. In Jul 2013, Mr Thanh was appointed CEO of VCB and later 
became VCB’s chairman in Nov 2014. 

Mr Pham Quang Dzung - 
Chief Executive Officer, 
BoD member 

 

Mr Dzung graduated from National Economic University, with a major in Economics, in 1994 and 
obtained his Master’s degree in Banking and Finance from Birmingham University, UK in 1997. He 
started work in VCB in 1998 and has gained much experience in different departments and roles. In 
2013, he was appointed as VCB’s CEO and a member of the Board of Directors. Mr Dzung is also 
the Chairman of Vietcombank Fund Management (VCBF)  and Vietcombank Securities Company 
(VCBS). 

Nguyen Danh Luong -  

Deputy CEO, BoD member 

Mr Luong obtained his Master’s degree and PhD in Economics from the Banking Academy of 
Vietnam and has worked for VCB for nearly 30 years. 

Mr Dao Hao –  

Deputy CEO 

Mr Hao obtained an Economics degree from the University of Economics Ho Chi Minh City and a 

Law degree from Hanoi Law University. He has over 30 years of experience working for VCB in 

various capacities before being appointed Deputy CEO of VCB in Aug 2010.  

Mr Pham Thanh Ha –  

Deputy CEO 

Mr Ha graduated from the National Economics University, majoring in Economics and obtained a MA 
degree in Business Management from George Washington University. He has over 20 years of 
experience working for VCB in many departments, including technology planning, foreign exchange, 
and treasury. He was appointed Deputy CEO of VCB in 2010.  

Mr Yutaka Abe – 

Deputy CEO 

Mr Abe graduated from Hitotsubashi University in Japan, majoring in Economics and completed his 
MA degree in Administrative Science from Stanford University, US. He has worked in different banks 
in Japan since 1984 and is currently the deputy CEO of VCB, responsible for wholesale banking, 
customer relationship with Japanese enterprises and FDI, as well as the partnership between Mizuho 
Bank (Unlisted) and VCB. 

Ms Truong Thi Thuy Nga -   

Deputy CEO 

Ms Nga obtained her Bachelor’s degree in Law from Ho Chi Minh City University of Law, Bachelor’s 
degree in Accountancy from the University of Da Nang and MA degree in Business Management 
from IMPAC University. Ms Nga has over 30 years of experience working for different companies in 
Vietnam, holding different positions. She started working for VCB in 1996 in the accounting 
department and was appointed Deputy CEO of VCB in Dec 2012. 

Mr Dao Minh Tuan –  

Deputy CEO 

Mr Tuan graduated from the National Economics University with a major in Economics and from the 
Hanoi University of Science and Technology with a major in Applied Mathematics Engineering. He 
obtained an MA degree from the Banking Academy of Vietnam. Prior to joining VCB, he worked in 
the IT department of General Staff of the Vietnam People’s Army. In 1993, he served as IT officer in 
VCB and was appointed Deputy CEO in 2008. 

Mr Pham Manh Thang –  

Deputy CEO  

Mr Thang obtained his Bachelor’s degree, MA and PhD in Economics from the Banking Academy of 
Vietnam. Mr Thang has 27 years of experience in the banking industry working for different banks, 
including the State Bank of Vietnam and VCB. In 2014, he became Deputy CEO of VCB. 

Ms Nguyen Thi Kim Oanh –  

Deputy CEO 

Ms Oanh graduated from National Economic University, majoring in Economics before obtaining an 

MA degree in Banking and Finance from New South Wales University, Australia. She has served in 

VCB since 2001 in different roles, including risk management and project development. She was 

appointed Deputy CEO of VCB in 2014. 
 

SOURCE: CGS-CIMB RESEARCH, COMPANY REPORTS   
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FINANCIALS 

2.1 Solid asset quality among SOCBs  

Relatively defensive asset structure but sound investment portfolio 

VCB saw its assets grow at a steady CAGR of 22% during 2013-17. As at end-
FY17, nearly half of VCB’s assets  comprised interbank lending (32%) and 
securities investments (13%). VCB’s interbank placements and lending 
expanded substantially, supported by a 5.4x surge in deposits at SBV (from 
VND17.4tr as of end-FY16 to VND93.6tr as of end-FY17), while lending and 
deposits at other banks grew by 53.4%. Due to certain large SOE divestment 
deals recently, i.e. Saigon Beer-Alcohol-Beverage Corporation (Sabeco, SAB, 
Not Rated), the State Treasury’s deposit balance at VCB reached VND171tr at 
end-FY17, three times higher than the balance at end-FY16.  

Customer loans (including individuals and corporates) accounted for 52% of 
VCB’s total assets at end-FY17 which was lower than those of other SOCBs, 
including CTG and BIDV and significantly lower than those of private sector 
banks. In fact, the proportion of customer loans as a percentage of VCB’s total 
credit portfolio has been falling due to the sharp expansion in interbank lending. 
Both the interbank lending and securities investment (primarily government 
bonds) businesses carry lower risk than customer loans. The bank’s high 
exposure to these asset classes is evidence of the defensive mindset of VCB’s 
management. 
 

Figure 14: VCB’s asset allocation (2013-2017) 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Interbank lending used to be a lucrative business for SOCB banks like VCB, 
which had abundant funding resources. VCB’s management previously treated 
interbank lending as a major part of its core business. However, since 2013, 
when SBV started to tighten regulations on interbank borrowing and lending, the 
attractiveness of this market has diminished. Similarly, government bond trading 
generated attractive yields before 2012 but the yields fell precipitously in 2013-
14, resulting in NIM compression across SOCBs. 

Although the proportion of long-term investments and fixed assets as a 
percentage of its total asset mix is minimal (~2% of total assets at end-Dec 
2017), we think that VCB currently manages a sound investment portfolio 
comprising equity investments in banks, finance companies and property. In 
order to control cross-ownership in the banking sector, SBV issued Circular 36 in 
2016, stipulating that a commercial bank is only allowed to own stakes in two 
other credit institutions at most, with less than 5% of voting rights. Last year, 
VCB divested its stakes in both Saigon Commercial Bank (SCB, Unlisted) and 
Cement Finance Company (Unlisted) in order to comply with these regulatory 
requirements. According to Chairman Nguyen Xuan Thanh, the bank plans to 
offload all of its stakes in other banks, such as Military Commercial Joint Stock 
Bank (MBB, Not rated)  and Vietnam Export Import Commercial Joint Stock 
Bank (EIB, Not rated), in 2018F. 
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Figure 15: VCB’s major long-term investments (as of 30 Dec 2017) 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

One-off gains from equity investment disposals will be recorded, if VCB were to 
partially or fully divest its stakes in the companies in Figure 15. Based on current 
market values of the banks and companies that VCB holds shares in, we 
estimate that VCB’s total unrealised gain from its long-term investments could 
amount to over VND5,074bn. From 24 Jan to 22 Feb 2018, VCB sold 7.6m 
shares of Vietnam Airlines (HVN). As a result, HVN’s share price tumbled from 
VND70,000 on 24 Jan to VND44,000 on 22 Feb. Assuming that VCB’s average 
selling price for HVN was about VND50,000, we estimate that VCB will record a 
gain of about VND210bn in its 1QFY18F results. VCB still has around 14.9m 
shares of HVN in its portfolio, based on our calculations. 

Gradually reorienting lending mix towards SMEs and individuals 

We observed that VCB began to increasingly focus on SMEs and individuals in 
2015. At end-FY17, VCB’s retail loan book had grown by 30.1% yoy 
(significantly higher than the bank’s overall loan growth of 17.9%) and expanded 
to 45.3% of its total loan book. Based on our discussions with management, 
VCB aims to become Vietnam’s top retail banker with 50% of its loan book 
comprising retail loans (~40% consisting of individual loans). VCB is ranked the 
third-largest retail lender in Vietnam, with 9.4% market share in 2017 based on 
our estimates, surpassing other private banks such as Saigon Thuong Tin Joint 
Stock Commercial Bank (Sacombank, STB, Not Rated, with 8.0% market share), 
Vietnam Prosperity Joint Stock Commercial Bank (VPB, HOLD,VND68,000, with 
7.3% market share), Asia Commercial Bank (ACB, Not Rated, with 6.3% market 
share), but still behind SOCB competitors CTG (12.3% market share) and BIDV 
(15.2% market share). 

  

Figure 16: VCB’s loan book breakdown by type of client Figure 17: Retail lending market share by bank (as of end-FY17) 

  
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

  

 

Low NPL ratio and high provisioning buffer 

Asset quality concerns in relation to SOE lending are mitigated by VCB having 
applied more vigorous NPL classification and aggressive provisioning practices 
since 2008 (ahead of the SBV’s imminent requirements for banks in Vietnam to 
report more accurate NPL figures). This signaled VCB’s focus on improving 

(in VND bn) % stake Book value Market value
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gain/loss

(as of 30 Dec 2017) (as of 21 Mar 2018)

MBB 6.97% 1,243                               4,657                               3,414               

Eximbank 8.19% 582                                  1,460                               878                  

Vietnam Airlines 1.83% 500                                  1,071                               572                  

OCB 3.97% 145                                  287                                  143                  

Petrolimex Insurance 8.03% 68                                    135                                  67                   

Total 2,537                               7,611                               5,074               
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asset quality and its tacit recognition of the issues associated with its exposure 
to higher-credit-risk SOE borrowers. 

The bank's asset quality has improved since 2013, with its combined NPL and 
Vietnam Asset Management Company (VAMC) bonds ratio declining from 3.1% 
at end-FY13 to 1.1% at end-FY17. VCB has provisioned more aggressively than 
other banks in Vietnam to write off bad debts in a timely manner. This has 
enabled VCB to keep its NPL ratio below 3% while maintaining a loan loss 
coverage ratio of above 100% over FY14-17. As of end-FY17, VCB’s loan loss 
reserve ratio (LLR) was 131%, one of the highest in the Vietnamese banking 
sector. VCB was also the first bank to successfully write down its entire VAMC 
bond exposure from its balance sheet in 4QFY16. 

 
  

Figure 18: VCB’s NPLs + VAMC bonds Figure 19: LLR and NPL ratio, by bank (as of end-FY17) 

  
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCE: CGS-CIMB RESEARCH, COMPANY REPORTS 

  

 

2.2 Competitive funding cost but conservative asset structure 
weighing on NIM  

As we mentioned above, VCB has a strong deposit franchise. The bank’s high 
CASA ratio (28% at end-FY17) confers it significant cost advantages over peers. 
Meanwhile, its relatively-low pure loan-deposit ratio (LDR of 77% at end-FY17) 
gives it funding flexibility to combat deposit competition. 

However, VCB’s interest-earning assets (IEA) yield in 2017 was the lowest 
among banks for the following reasons: 

● As a SOCB, VCB bank has high exposure to interbank lending and 
government bonds. However, the Vietnamese government 5-year bond 
spread has been on a consistent downtrend since 2011. The Vietnamese 
government 5-year bond yield declined from 5.3% in 2016 to 4.6% in 4Q17 
against the backdrop of robust and improving macroeconomic conditions. 
Furthermore,  interbank rates are also witnessing a long-term downtrend due 
to abundant liquidity system-wide, largely facilitated by the subdued inflation 
in Vietnam.   

● As far as loan composition is concerned, VBC is still more focused on 
wholesale banking than retail banking. The bank uses its competitive loan 
pricing to attract blue-chip corporates, especially the major SOEs, and then 
encourages them to use its other services such as cash management and FX 
transactions.  Typically, the NIM for wholesale banking is about 200bp lower 
than that of retail banking. 

The net result of all of this is that VCB had the lowest NIM in 2017 among the 
top ten largest banks in Vietnam. 
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Figure 20: VCB enjoys the lowest cost of funds (as of end-
FY17)... 

Figure 21: …but also generates the lowest asset yields (as of 
end-FY17) 

  
SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS       SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

  

 

2.3 Profitability is underpinned by high efficiency and 
diversified income base  

Although VCB’s return on capital is low compared to certain private banks, VCB 
is considered one of the most profitable SOCBs. We believe that VCB’s 
competitive advantage over its SOCB peers stems from its:  

● High cost efficiency (i.e. lower cost-to-income ratio versus peers), thanks to a 
distinct banking model and lean distribution network, as reflected in its 
industry-leading deposit stock per branch. 

● Diversified sources of income. 
  

Figure 22: ROE by bank Figure 23: ROA by bank 

  
   SOURCES: CGS-CIMB RESEARCH, STOXPLUS    SOURCES: CGS-CIMB RESEARCH, STOXPLUS 

 

Diversified income mix supports steady operating income growth 

In our view, VCB has the most stable and diversified income mix among all of 
the local banks, with non-interest income consistently contributing 25-30% of 
total operating income, primarily because of the fees associated with the 
financing of foreign trade, wherein VCB has a clear competitive advantage due 
to the legacy reasons pointed out earlier. 

Vietnamese banks, especially the leading private sector banks, have recently 
attempted to diversify their income mix, but their efforts have not been very 
fruitful. The banks’ income-diversification efforts have not been sustainable 
because non-interest income streams were mainly derived from securities/gold 
trading and one-off gains, such as the liquidation of the collateral assets 
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underpinning bad debts. These sources of income are very volatile, which 
explains why many private sector banks in Vietnam appeared to have a healthy 
income mix since 2014 due to improvement in bad debt collection, but this was 
not sustained. 

VCB also has similar ‘non-recurring’ income from securities trading (i.e. bond 
trading) and bad debt settlement. However, it does not have any exposure to 
gold trading and, more importantly, the bank has much higher recurring 
non-interest income from fee services (i.e. trade financing, payment settlement 
and cash management) and forex trading. Due to its unrivalled advantages 
in trade financing and its continual exposure to foreign currency flows 
stemming from its expertise in facilitating foreign trade (as discussed in section 
1.2), VCB consistently earns profits from forex trading (primarily from simple 
spot forex trading). 

Bad debt recovery, which is recorded under other income, has been gradually 
increasing its contribution to the bank’s non-interest income. In the recent years, 
as VCB delivered superior performance in bad debt collection relative to its 
peers. The bank has actively coordinated and effectively collaborated with 
authorities and agencies to support bad debt handling and recovery, especially 
with the People's Courts at all levels, the General Department of Civil Judgment 
Enforcement, the law enforcement agencies and legal authorities at the localities 
where VCB has large bad debt exposure or is facing impediments in lawsuit 
initiation, judgment execution and debt recovery. 

  

Figure 24: VCB’s operating income breakdown in FY17 Figure 25: VCB’s non-net interest income by source (VND bn) 

   

   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

One of Vietnam’s most efficient banks 

VCB has consistently maintained the lowest cost-to-income ratio (CIR) of all the 
local banks. VCB’s FY17 CIR of 40% is highly attractive, even by international 
standards (banks with CIRs of 40-42% are considered efficient). VCB’s low CIR 
is attributable to its lean workforce and balanced mix of distribution channels 
(including physical branches, ATMs and Internet banking).  This is supported by 
its strong brand name, which allows it to efficiently expand both its corporate and 
retail banking businesses. 

VCB has a smaller workforce and fewer physical branches than Vietnam’s three 
other big SOCBs, which allows it to have greater control over its operating costs 
(i.e. salary and depreciation costs). VCB is similar to Vietnam’s private sector 
banks in that it has a lean branch network but it also has the enviable advantage 
of having established a nationwide franchise long before the other private sector 
banks in Vietnam.  
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VCB also possesses the country’s largest ATM network and an industry-leading 
Internet banking platform, both of which are more cost-efficient distribution 
channels than physical branches. This extensive non-branch network, supported 
by its strong brand name, enables VCB to remain competitive as it expands its 
retail business alongside its already-strong corporate banking business. VCB 
has the highest ‘total deposits per branch’ and among the highest ‘operating 
income per staff’ ratios in the industry in FY17.  
 

Figure 26: FY17 cost-to-income ratio comparison between Vietnamese banks 

 
   SOURCES: CGS-CIMB RESEARCH, STOXPLUS 
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2.4 2017 review: strong performance  

VCB released its 4Q17 financial statements, showing solid performance 
across all of its major business segments 

In 2017, VCB’s net interest income rose by 18.4% yoy, its net fee income grew 
20.6% yoy, while other income grew 16% yoy; income from equity investments 
jumped 4.6 times yoy due to the VND142bn profit from the divestment of its 
stakes in of SCB, Cement Financial Company (CFC, Unlisted) and Orient 
Commercial Bank (OCB, Unlisted) shares. On a proforma basis, other income 
still posted decent growth of 12.6% yoy in 4Q17. 

Aggressive fund mobilisation in 2017 weighed on NIM 

In 2017, the bank’s loan book growth was 17.9%, compared to 18.8% in 2016. 
Its deposit book growth of 20.2% was higher than 17.8% in 2016, and also 
outpaced its 2017 loan book growth. VCB also issued VND8,000bn worth of 
medium and long-term bonds to increase its capital buffer and the government’s 
deposit at VCB also increased by VND117tr compared to 2016, after the 
government placed proceeds from the Sabeco divestment at VCB. Total funding 
jumped by 32.7% yoy, pushing its NIM down from 2.6% in FY16 to 2.5%, even 
though loan yields improved by 36bp.  

Strong retail banking push resulted in improved loan yields  

VCB’s individual loan book grew 52.6% yoy, which was impressive, in our view, 
given the bank’s already substantial loan book. The weight of individual loans in 
the total loan book increased from 25.3% in 2016 to 32.7% in 2017, helping 
push blended loan yields up from 6.8% to 7.2%.  

Solid asset quality with well-managed NPL ratio and industry-leading LLR 

The bank’s high profitability facilitated higher write-offs of VND6,208bn in 2017 
versus VND4,175bn seen in 2016. As a result, NPLs fell from 1.5% in FY16 to 
1.1% in FY17. The bank’s conservative provisioning philosophy has resulted in it 
having the highest loan loss coverage ratio (LLR) in the banking sector, at 131% 
at end-FY17. 

Lower provision expenses boosted the bottom line 

As VCB fully provisioned for VAMC bonds in 2016, provision expenses dropped 
by 3.2% in FY17.  Provision expenses could have dropped more, but VCB 
ramped up specific provisions for loans on its balance sheet by 1.8 times versus 
the amount booked in FY16, and thus further increased its LLR from 117.4% in 
FY16 to 130.7% in FY17. In FY17, pretax profit reached VND11,337bn, 
equivalent to 33% growth versus FY16, achieving 123% of the company’s the 
pretax profit target set for FY17.  
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OUTLOOK 

3.1 Banking sector: regaining strength  

Strong economic growth has translated into positive sector results 

Vietnam’s economy performed strongly in 2017, supported by domestic demand, 
“snowballing” FDI inflows and healthy export growth. 2017 GDP growth was 
6.81%, outpacing the government’s target of 6.7%. Supported by loose 
monetary policy, system-wide credit expanded by 18.2% in 2017, slightly lower 
than the 19% credit growth in 2016. We note however that the SBV actively 
decelerated the pace of credit growth in 4Q last year in order to lower asset risks 
and preempt inflation. 

The banking sector also regained strength against this backdrop of the stable 
economy and strong credit growth. We estimate that the top-ten banks posted 
an increase of 32.1% yoy in aggregate pretax profit for FY17.  

  

Figure 27: Credit growth (YTD) among banks in 2017 (actual) Figure 28: FY17 net profit (NP) and NP growth (yoy) of top listed 
banks in Vietnam 

  
 Note: TCB and VIB’s high NP growth came from the strong growth of fee & commission income. 

STB’s FY net profit also recovered from the minimal NP of VND88bn in FY16 

   SOURCES: CGS-CIMB, COMPANY REPORTS, STOXPLUS    SOURCES: CGS-CIMB, COMPANY REPORTS, STOXPLUS 

  

 

The sector’s strong FY17 net profit growth was driven by expanding NIM and 
falling cost-to-income ratio (CIR). The strategic reorientation to retail lending 
(which generates higher yields) has improved IEA yields, and thus NIM, since 
2015. The CIR surged in 2012-13 to 47.8% as operating profits shrank and 
banks spent more on IT development. CIR fell slightly to 46.7% in 2014 and then 
flat-lined until 2016, but we expect CIR to fall further in the next few years on 
account of better cost control and strong topline growth driven by interest and 
fee income.  
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Figure 29: Sector-wide NIM and CIR  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS, STOXPLUS 

 

 
Credit growth is accelerating once again but quality of credit allocation is 
better than in the previous credit up-cycle 

Vietnam's credit growth began accelerating again since 2013, driven by a 
combination of (1) overall improvement in economic growth led by strong FDI 
inflows, (2) an effective de-dollarisation campaign, and (3) much lower inflation, 
all of which have propelled business sentiment and consumer confidence to new 
highs. 

We believe Vietnam would pursue 16-18% credit growth in 2018-20F based on 
the following factors: 

● Credit growth has recently been driven more by private businesses and 
consumers, both of which still have ample room to grow.  Consumer and 
small-business confidence remains high, and credit penetration in these 
segments is still low by international standards.  

● Broad-based economic growth, policy focus and banks’ own strategic re-
orientation should support SME credit appetite, in our view; examples include 
subsidised lending rates for preferential industry sectors such as agriculture, 
advanced technology and certain export-oriented sectors.   

● The Basel II implementation deadline delay to 2020 allows more time for 
banks to prepare themselves, so they do not need to curb loan growth. 

We have noticed that credit allocation to private sector enterprises and SMEs, in 
particular, has increased significantly, in line with the government’s efforts to 
reduce SOE domination over the economy. This has also been driven by capital 
pools as well as several recent policies supporting private and SME access to 
credit. For banks, growing exposure to individual and private sector loans will 
mitigate the asset quality risk associated with SOE lending and allow banks 
more room to boost credit as loans to individuals carry a lower risk weighting 
compared with loans to the SOE segment, allowing banks to reduce their risk-
weighted assets (RWA) and boost capital adequacy ratio (CAR). 
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Figure 30: Credit growth in Vietnam has re-accelerated...  Figure 31: …with SOE’s share of the loan book declining  

  
   SOURCES: STATE BANK OF VIETNAM    SOURCES: STATE BANK OF VIETNAM 

  

 
New policy measures to improve bad-debt handling process 
Led by stronger loan growth, the system-wide reported NPL ratio rose to 2.9% in 
June 2017, from 2.6% at the end of 2016. Currently, NPL clearing still relies on 
repayment by customers and internal resolutions, which hurt the banks’ 
profitability. 

In the past, both the banks’ collateral liquidation and VAMC’s bad debt clean-up 
have been limited by the lenders’ right to seize collateral property and the ability 
to sell bad debt at market prices. New resolutions introduced in Aug of last year 
could potentially address these bottlenecks.  

In Aug 2017, the government issued Resolution 42/2017/QH14 on piloting bad 
debt settlement of credit institutions to provide thorough guidance on the 
procedures for recovery and repossession of collateral. Six commercial banks, 
including VCB, CTG, BIDV, Agribank, Sacombank and ACB have been selected 
to pioneer the application of this resolution. The new legal framework confers 
lenders with more power in collecting collateral which could be considered as 
the first critical step to resolving legacy assets, in our view. The new legal 
framework also provides incentives to encourage NPL trading, as it provides 
liquidity and helps price the assets through market mechanisms. It also sets a 
framework for a secondary debt trading market, which we believe is high on the 
wish list of both foreign and domestic investors.  

One month after the activation of Resolution 42, VAMC has taken serious 
measures to accelerate bad debt resolution through collateral possession. In 
Sep 2017, VAMC seized Saigon One Tower, an asset mortgaged against 
VND7,000bn bad debt that Maritime Bank (MSB, Unlisted) and Dong A Bank 
(DAB, Unlisted) transferred to VAMC in Apr 2015.  

We believe the new resolution has removed previously existing legal 
impediments and will hasten the bad debt clean-up progress.  

In addition, banks, including VCB, MBB, CTG and Vietnam International 
Commercial Joint Stock Bank (VIB, Not Rated) have started to repurchase bad 
debt from VAMC to handle them in-house, signaling an improvement in their 
financial capacities and confidence in the new policy measures to streamline 
bad debt recovery, in our view.  

 

Major recapitalisation is still a pressing need  
Although Basel II will be implemented in 2020, we believe strong credit growth 
will deplete capital and exacerbate banks’ weak internal capital generation. Our 
bottom-up analysis indicates that Vietnamese banks need to raise about 
US$7.9bn in aggregate capital (including Tier-1 and Tier-2 capital), which 
translates into a system-wide need for US$5.5bn of equity capital in order to 
comply with Basel II standards, while still maintaining a satisfactory ~12% CAR 
to support continued high credit growth into FY18-19F. 
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Under Basel II, a bank’s capital base consists of both Tier I capital (equity) and 
Tier II capital (long-dated, subordinated debt). The Basel II rules stipulate that 
the amount of a bank’s Tier II capital should be capped at 50% of its Tier I 
capital, but in Vietnam’s case we have made the assumption that the sector-
wide figure will realistically be constrained to about 30% of Tier I capital, given 
the difficulty that smaller banks will have in convincing investors to buy their 
long-dated debt. This assumption is the basis for our estimate that local banks 
will need to raise about US$7.9bn of capital in aggregate, US$5.5bn of which will 
be in the form of equity. 

However, we think that an imminent lifting of foreign ownership limits (FOLs) will 
mitigate the under-capitalisation risk and that continued strong foreign investor 
appetite for Vietnamese banks is a positive in this regard. Although the process 
of lifting FOLs might be slow, we believe this topic will move to centre stage 
again as the government continues to use credit growth to achieve economic 
growth targets. 

 
  

Figure 32: System-wide CAR  Figure 33: CAR by bank 

   
Note: System-wide CAR includes CAR of SOE banks, private banks, foreign banks and financial 
companies. Foreign banks and financial companies have much higher CAR than SOE and private 
banks 

  SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS, SBV 

   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

  

 

3.2 VCB outlook: A few years of strong earnings growth ahead

 
 

Well-positioned to become a leader in the retail banking segment 

We believe VCB holds the keys to developing a successful, comprehensive 
retail banking platform, based on the following attributes: 

● A strong brand name. We believe it is generally perceived as the most 
prestigious Vietnamese bank.  

● It has the most extensive distribution channel, including Vietnam’s largest 
ATM network, the largest POS network and an industry-leading internet 
banking platform. It also has a fairly balanced physical branch presence 
throughout the country; most of the Vietnamese banks have branch networks 
that are either concentrated in the north or in the south of the country, but not 
both. 

● VCB is a market leader in the credit card business. The VCB MasterCard, 
which was issued in 1996, was Vietnam’s first credit card. As of end-FY16, 
30% of the country’s outstanding credit cards were issued by VCB. 
Additionally, 44% of the country’s credit card payments in FY16 were 
executed through VCB’s system covering 49,418 points of sale. VCB is also 
the leading strategic counterparty in Vietnam for all the major international 
credit card franchises (Visa, Master, Amex, Diners Club, and China Union 
Pay).  
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The bank’s leadership in the credit card market gives VCB an ideal entry point 
into the lucrative retail banking market. Credit cards accounted for 4% of the 
total number of cards in circulation in 2016, reflecting a significantly lower 
penetration rate compared to debit cards. However, the gradual changes in 
consumer spending habits thanks to the growing number of middle- and high-
income consumers and the simplification of credit card issuance procedures 
have fueled rising adoption. According to Euromonitor, credit cards in Vietnam 
will enjoy a CAGR of 10.8% in terms of card circulation and 12.8% in terms of 
card transaction value in 2016-21F. 

Facing capital constraints on growth but still better positioned for re-
capitalisation as compared with peers. 

As of end-FY17, VCB’s ~10% CAR is well above Vietnam’s 9% statutory 
minimum capital adequacy ratio, but at the pace the bank is growing its loan 
book (~18% annual credit growth and ~40% annual retail loan growth), we 
believe VCB’s CAR would probably drop by nearly 2% pts over the next two 
years if it does not raise new capital. Even with the imminent injection of new 
capital, VCB will probably need to raise capital again towards the end of next 
year, given its rapid growth, in our view. We also estimate that the 
implementation of Basel II in 2020 would lower VCB’s CAR by about 3% pts. 
 

Figure 34: CAR 

 
    

Note: ACB & TCB have not published CAR for 2017 

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

We estimate that in order to implement Basel II by 2020F, while keeping a ~12% 
CAR, VCB will need to raise about VND14,975bn ($659m) of both tier-1 and tier-
2 capital over 2018-20F, based on the following assumptions:  

● Its net profit increases by 17.7% CAGR in FY18-20F 

● it pays cash dividends of VND900 per share each year in FY18-20F, as 
requested by the government;  

● its risk-weighted assets (RWA) expands by 14.0% CAGR over our FY18-20F 
forecast period, lower than the FY13-17 CAGR of 19.2%; and 

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

Based on the above assumptions, in order to implement Basel II by 2020F,  we 
estimate that VCB must raise both tier-1 capital (i.e. issuing new shares) and 
tier-2 capital (i.e. issuing long-term bonds). However, we think VCB has a better 
chance to be recapitalised than peers, due to these reasons: 

● Although banks prefer to issue long-term bonds in order to avoid depressing 
their ROE, the maximum amount of tier-2 capital as a share of tier-1 capital is 
50%, according to current regulations. At end-FY17, VCB’s ratio of tier-2 
capital to tier-1 capital was only 36%, while other SOCBs like CTG and BIDV 
have already reached the regulatory limit. This provides more room for VCB to 
raise tier-2 capital in the coming years. In fact, the bank has received approval 
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from the central bank to issue VND8,000bn (~US$351m) in long-term bonds 
in 2017 (after having successfully raised US$264m in 2016). 

● Secondly, VCB still has room for higher foreign ownership, which creates 
more opportunities versus peers, many of which are at their foreign ownership 
limits, to look for capital injection from foreign strategic or financial investors. 
Last year, Singapore’s GIC and VCB entered into a memorandum of 
agreement for GIC to acquire a 7.7% stake in VCB, based on the expanded 
share count. This equity investment was expected to increase VCB’s charter 
capital to prepare for Basel II. However, the bank failed to seek the 
government’s approval to sell its stake below the prevailing market value. 
According to our estimates, GIC’s offer price was equivalent to a P/BV of 2.4x, 
lower than P/BV of 3.0x based on the market price. The deal has yet to be 
finalised. 

 
We expect VCB’s net profit to rise by 17.7% CAGR in FY18-20F 

This growth is slightly more optimistic than management’s 10-15% annual 
earnings growth guidance but lower than the CAGR of 25.5% realised during 
FY14-17. Key assumptions in our forecast include the following: 

 NII CAGR of 19.5% in FY18-20F, driven by 18.0% loan growth and 
NIM expansion to 2.51% in FY18F, 2.59% in FY19F and 2.68% in 
FY20F.  

Given VCB’s abundant liquidity (pure LDR of ~76.7% as at end-FY17), 
we project that the bank’s loan growth will be in line with system-wide 
loan growth. VCB’s continued focus on retail & SME lending should 
support both overall loan growth and NIM expansion. VCB’s retail loan 
book grew by 50% in FY16 and 30% in FY17.  

Total funding jumped by 32.7% yoy at end-FY17, pushing NIM down 
from 2.60% in FY16 to 2.47% in FY17, although loan yields improved by 
36bp. However, we expect VCB’s NIM to improve in 2018F, as the 
sizeable funds raised in 2017 warrant a drawback in fund mobilization, 
as VCB is likely to use these funds for new loan disbursement. Besides, 
as VCB’s pure LDR is relatively low (note that reported LDR under 
Circular 36 is even lower than pure LDR as measured by international 
standards), we project a 17.0% CAGR in customer deposits over our 
FY18-20F forecast period, slightly below its credit growth.  

 
 

Figure 35: VCB’s key balance sheet KPIs, based on our estimates  

 
   SOURCE: CGS-CIMB RESEARCH, COMPANY 

 

 

2016A 2017A 2018F 2019F 2020F CAGR FY14-17 CAGR FY18-20F

Interest-earnings assets (excl. Provision) "IEAs" 766,272     1,010,425   1,166,458   1,350,070   1,566,253   21.7% 15.9%

Average IEAs 711,380     888,349     1,088,442   1,258,264   1,458,161   20.5% 15.7%

% growth 17.0% 24.9% 22.5% 15.6% 15.9%

Loan balance 460,808     543,434     641,253     756,678     892,880     18.9% 18.0%

% growth 18.8% 17.9% 18.0% 18.0% 18.0%

Interbanks loans 169,228     232,922     279,506     335,407     402,489     13.5% 20.0%

% growth 11.9% 37.6% 20.0% 20.0% 20.0%

Securities investment 136,005     139,621     146,529     153,856     161,549     21.8% 5.0%

% growth 15.7% 2.7% 5.0% 5.0% 5.0%

Interest bearing liabilities "IBLs" 727,128     965,070     1,097,470   1,248,228   1,424,017   22.7% 13.9%

Average IBLs 672,192     846,099     1,031,270   1,172,849   1,336,123   22.0% 13.8%

% growth 18.0% 25.9% 21.9% 13.7% 13.9%

Customer Deposits 590,451     708,506     832,494     974,018     1,139,601   18.8% 17.0%

CDs Outstanding 10,286       18,215       21,857       26,229       31,475       102.0% 20.0%

Bank deposit 54,151       171,385     174,813     178,309     181,875     46.9% 2.0%

Deposits from local credit Instns 72,238       66,942       68,281       69,647       71,040       15.7% 2.0%

Funds rec'd from Govt, Intl, and other Instns -            23             24             26             27             -32.5% 5.0%

(in VNDbn, otherwise noted)



 

 

 

24 
 

  

Banks│Vietnam 

Vietcombank│April 6, 2018 
 

 

Figure 36: VCB’s income statement key drivers, based on our estimates 

 
   SOURCE: CGS-CIMB RESEARCH, COMPANY 

 

 
● Operating expenses CAGR of 17.8% over FY18-20F, which would keep 

VCB’s cost-income ratio (CIR) at 40% over the same period. VCB’s opex 
growth is being partially driven by efforts to grow its retail banking business, 
but we believe the bank’s strong brand name, which is deeply embedded in 
the minds of local consumers, in our view, together with its balanced mix of 
distribution  channels  (i.e. strong  branch network, good online presence, 
deep penetration in the credit card market), should  enable  VCB  to  grow the 
business more  cost efficiently than other Vietnamese banks that are ramping 
up their retail operations.  

● Non-interest income CAGR of 12.0% over FY18-20F, higher than the 
historical FY13-17 CAGR of 10.5% attributable to: 1) 20.0% growth fee & 
commission growth, 2) 10.0% growth in FX trading income, 3) 15.5% growth 
in VCB’s securities & equity investment, trading income, and 4) a slight 
decline in other income. 

We believe VCB will enjoy above-average income growth in “Fee and 
commission”, driving by bancassurance, which is still relatively 
underdeveloped as a channel but is growing fast. Following this trend, VCB 
also accelerated its bancassurance product development in alliance with its 
associate Vietcombank Cardif Life Insurance, a joint venture with BNP 
Paribas. 

For the “Equity investment & trading” business, we took into account the 
divestment from Vietnam Airlines (HVN) in early-Feb 2018, which contributed 
about VND210bn in financial gains for VCB. We also forecast that VCB would 
offload its entire stake in Orient Commercial Bank (Unlisted), HVN and 
Petrolimex Insurance (PGI, Not Rated) in FY18-20F. These divestments 
would allow VCB to enjoy a higher CAGR of 15.5% in FY18-20F (vs. CAGR of 
7.5% in FY14-17) for income from securities & equity trading. To be 
conservative, we did not take into account any divestment of its stakes in the 
banks MBB and EIB. Hence, there is upside risk to our non-interest income 
forecasts for FY18-20F from VCB’s potential divestment of its stakes in these 
banks, which could generate extraordinary gains of nearly VND3,395bn 
(~US$149m), based on our estimates. 

As for other income, related to the sale of the collateral underlying bad debts, 
we find it difficult to make definitive projections. However, since the bank has 
resolved nearly all of its legacy bad debts in FY17, we simply penciled in other 
income forecasts for FY18-20F that is slightly lower than the figure reported in 
FY17. 

2016A 2017A 2018F 2019F 2020F CAGR FY14-17 CAGR FY18-20F

Interest income 37,713       46,159       55,207       65,203       77,305       18.1% 18.3%

% growth 20.3% 22.4% 19.6% 18.1% 18.6%

Interest expense 19,185       24,221       27,860       32,663       38,230       14.3% 17.1%

% growth 20.6% 26.2% 15.0% 17.2% 17.0%

NII 18,528       21,938       27,347       32,540       39,075       23.1% 19.5%

% growth 19.9% 18.4% 24.7% 19.0% 20.1%

NIM 2.6% 2.5% 2.5% 2.6% 2.7%

Non-II 6,352         7,466         8,272         9,269         10,376       10.5% 12.0%

% growth 10.5% 17.5% 10.8% 12.1% 11.9%

OPEX 9,950         11,868       14,247       16,724       19,780       20.0% 17.8%

% growth 19.8% 19.3% 20.1% 17.4% 18.3%

CIR 40.0% 40.4% 40.0% 40.0% 40.0%

(in VNDbn, otherwise noted)
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Figure 37: VCB's non-interest income, based on our estimates  

 
   SOURCE: CIMB RESEARCH, COMPANY 

 

 

● Provision charge rate to decline from 35.3% of PPOP in FY17 to 33.4% of 
PPOP in FY20F, based on our forecasts 

 

Figure 38: VCB’s provisions, based on our estimates  

 
SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

● Our base case assumes that VCB maintains an annual cash dividend 
distribution of VND800/share over FY18-20F. 

Since 2016, the Ministry of Finance (MOF) has become more involved in the 
dividend payout decisions of certain SOCBs due to the persistent deficit in the 
State budget. Consequently, VCB had to pay cash dividends of 8% on par value 
in FY16-17, while BIDV and CTG paid 7% cash dividends on par value for the 
same period. Even though these SOCBs are facing capital constraints in 
meeting Basel II requirements, they had to comply with the MOF’s dividend 
payout requirements. We estimate that VCB will maintain a cash dividend 
payout ratio of 8% of par value until 2020F. Any decision to replace cash 
dividends with share dividends in order to boost capital adequacy ratio would 
present upside risks to our earnings forecasts. 

 

We project that VCB’s net profit will expand by an enviable CAGR of 17.7% 
over FY18-20F, representing deceleration from the heady 25.5% growth seen in 
FY13-17. The lower pace reflects the fact that VCB is an SOCB that is actively 
expanding its retail business but still has to strictly follow the SBV’s guidance; 
hence growth is expected to be robust but less than that of private sector banks 
which have considerably greater freedom. We expect ROE to improve to 20.1% 
by end-FY20F, which would allow the bank to maintain its leading position 
among SOCBs in term of profitability. 

Downside risks to our forecast include the inability to raise sufficient capital to 
comply with the implementation of Basel II, which would in turn necessitate a 
deceleration in balance sheet expansion or loan growth. 

Re-rating catalysts include the possibility of VCB divesting its stakes in other 
banks, which we estimate could generate financial gains of nearly VND4,292bn 
(~US$189m).  

2016A 2017A 2018F 2019F 2020F CAGR FY14-17 CAGR FY18-20F

Non-Interest income 6,352                  7,466                     8,272                9,269                    10,376              10.5% 12.0%

 % yoy 10.5% 17.5% 10.8% 12.1% 11.9%

Net fees & commissions 2,107                  2,541                     3,049                3,659                    4,391                12.8% 20.0%

FX trading income 1,850                  2,042                     2,247                2,471                    2,718                14.9% 10.0%

Equity investment & trading income 478                     782                       902                   1,042                    1,205                7.5% 15.5%

Other income/expense 1,917                  2,100                     2,073                2,097                    2,062                5.6% -0.3%

Bad-debts recoveries 2,295                  2,356                     1,659                1,678                    1,753                6.5% 2.8%

(in VNDbn, otherwise noted)

2016A 2017A 2018F 2019F 2020F

Provision charged to P&L (VND bn) 6,406        6,198        7,108        8,388        9,897        

% Provision charge/PPOP 25.3% 35.3% 33.3% 33.4% 33.4%

Loan loss coverage (LLR %) 117.4% 130.7% 130.4% 130.1% 129.8%

% Net write-off/Gross loan 1.0% 1.2% 1.0% 1.0% 1.0%

% Credit cost/Gross loan 0.9% 1.2% 1.2% 1.2% 1.2%

NPLs % 1.5% 1.1% 1.1% 1.1% 1.1%
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Figure 39: Net profit and ROE, based on our estimates   

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 
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VALUATION AND RECOMMENDATION 

Hold rating; potential share price upside of 8.2%  

VCB’s share price has rallied by 33.6% YTD, significantly outpacing the 17.4% 
increase in the Vietnam Stock Index (VNI). We think VCB’s share price rally YTD 
is attributable to: 1) the strong FY17 results reported early this year by VCB and 
the entire Vietnamese banking sector, and 2) recent market talk about VCB 
resuming negotiations with Singapore’s GIC regarding the sale of a 7.7% stake 
in VCB. This deal was suspended in 2017 due to intervention by the Vietnamese 
government. The market expects the deal to increase the share capital of VCB 
in order to comply with the implementation of Basel II. 

As of 5 Apr 2018, VCB trades at an FY18F P/BV of 4.2x and FY19F P/BV of 
3.6x, lower than its historical peak P/BV of 4.4x in FY17. In the past, VCB’s P/BV 
increased significantly in line with improvement in its ROE. We expect VCB’s 
ROE to improve to 19.6% in FY18F and 19.7% in FY19F, enabling the bank to 
maintain its leading position among SOCBs in terms of profitability. Taking this 
into consideration, we arrive at our target price of VND79,500, based on an 
equally-weighted combination of residual income valuation (COE: 12.8%, LTG: 
4%) and FY19F P/BV of 4.0x. This implies potential share price upside of 8.2%, 
leading to our Hold rating on the stock. 

 

Figure 40: VCB’s historical P/BV versus ROE  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS, BLOOMBERG 

 
 

Figure 41: Residual income valuation - assumptions and inputs, based on our 
estimates 

 
   SOURCES: CIMB RESEARCH, COMPANY REPORTS 
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General assumptions 2018F 2019F 2020F 2021F 2022F

Risk free rate (5-year VGB yield) 4.1% 4.1% 4.1% 4.1% 4.1%

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

Beta ( 1 yr) 0.9                       0.9            0.9            0.9            0.9            

Cost of equity 12.8% 12.8% 12.8% 12.8% 12.8%

Long-term growth rate 4.0%

Long-run COE 9.0%

(in VNDbn, otherwise noted)

RI 4,531 5,391 6,512 6,205 7,238

PV of RI 4,018                    4,238         4,539         3,835         3,966         

Opening shareholder's equity 53,977                  

PV of RI (5 years) 20,596                  

PV of Terminal value 205,877                

Implied EV 280,451                

No.of o/s shares (mn shares) 3,598                    

Implied value per share (VND/share) 77,951                  
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Figure 42: VCB target price, based on our estimates  

 
   SOURCE: CGS-CIMB RESEARCH 

 

 

 

  

Approach Value (VND/share) Weight

Residual income 77,951                                                    50%

Market-based (4.0x of FY19F P/BV) 81,206                                                    50%

Target price 79,579                                                    
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INVESTMENT RISKS 

Regulatory risks  

We highlight that the industry’s, and in turn, VCB’s liquidity/fund mobilisation 
could be negatively affected by the lowering of the cap on short-term funds that 
can be used for medium-to longer-term loans from 50% to 45% in Jan 2018, and 
to 40% in Jan 2019 (Circular 19, amended Circular 36). Any delay or relaxing of 
this lower cap is likely to reduce mobilisation competition, particularly for 
medium-to longer-term deposits. This would positively affect VCB’s cost of 
funding, in our view.  

Furthermore, slower progress by the government in the implementation of the 
new resolution 42/2017/QH14 on piloting bad debt settlements may thwart 
VCB’s efforts to improve bad debt recovery.  

 

Inflation risk may put a lid on credit growth 

Inflation in Vietnam has picked up again, with the consumer price index (CPI) 
inflation accelerating by 3.5% in 2017 from 2.7% in 2016. Higher pump and food 
prices were the key inflation drivers, exacerbated by the 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 2018 despite credit expansion and monetary easing. However, 
heading into 2018F, credit growth may be hurt by the return of inflation. If the 
two government goals – boosting credit growth and controlling inflation – are 
found to be conflicting, the SBV would prioritise inflation control, in our view. 

In our base case, we expect VCB to deliver loan growth CAGR of 18% over 
FY18-20F, slightly higher than the expected system-wide growth of 16-18% over 
the same period. However, as we mentioned above, VCB has historically had to 
strictly follow the SBV’s guidance on credit growth, which exposes it to future 
risk of monetary policy tightening. Our sensitivity analysis in Figure 43 shows 
how VCB’s earnings could vary based on different credit growth scenarios. 
Every incremental 50bp reduction in loan growth from our base case would 
lower our FY18F EPS estimate by VND9 (around 0.3% of our base case EPS 
forecast). 
 

Figure 43: Sensitivity of VCB’s EPS to loan growth 

 
   SOURCES: CIMB RESEARCH, COMPANY REPORTS 

 

 

Uncertainty regarding recapitalisation  

Our forecasts indicate that VCB may need to raise VND14,975bn ($659m) in 
tier-1 and tier-2 capital (equivalent to 6.0% of market cap on 21 Mar 2018) to 
meet the requirements of Basel II standards by 2020F. The failure to recapitalise 
could negatively affect VCB's ability to grow in the medium term. Given that the 
bank’s current FOL is still below 30%, we think VCB has a much better chance 
of attracting foreign investor participation than its peers with maximum FOL. 
However, we note that the Vietnamese government has clearly expressed that it 
does not intend to sell a stake in VCB below the market price. This could 
dampen foreign investor interest, in our view. 

Our base-case scenario has not built in any recapitalisation yet. If VCB 
successfully raises equity more rapidly than we expect (sale of a 7.7% stake in 
VCB to GIC, likely to be finalised by end-2018F), this would enable the bank to 
deliver faster-than-expected credit growth, which in turn, could warrant an 
upward revision in our interest income forecasts for FY18-20F.   

  

  

  2,638 16.0% 16.5% 17.0% 17.5% 18.0% 18.5% 19.0%

2018F 2,602               2,611         2,620         2,629         2,638         2,647         2,655         

2019F 3,045               3,056         3,067         3,078         3,088         3,099         3,110         

2020F 3,605               3,618         3,631         3,644         3,657         3,670         3,683         

Forcasted loan growth
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SWOT ANALYSIS 

VCB’s main strengths are its prudent management and unique position as an 
SOCB with close relationships with many SOEs. Retail banking provides VCB 
with an opportunity to increase both interest income and non-interest income. 
However, the pressing need for recapitalisation is a possible threat to VCB.     

 

Figure 44: SWOT analysis for VCB 

Strengths 

 Best-in-class asset quality. 

 Strong foothold in foreign trade financing and FX trading. 

 Top player for card issuance in Vietnam. 

 Strong customer base thanks to close relationships with 
large SOEs. 

 Strong deposit franchise, with high liquidity and low cost. 

 High cost efficiency. 

 Diversified income base. 

Opportunities 

 Recapitalisation from potential sale of 7.7% stake of VCB 
to Singapore’s GIC. 

 Strong customer base facilitates retail lending expansion. 

 Divestment of stakes in other banks could generate 
extraordinary income of VND4,292bn over FY18-20F. 

Weaknesses 

 Low capital buffer.  

 Strict adherence to SBV guidance has led to extremely 
conservative management, which may have limited the 
bank’s expansion.  

Threats 

 The lowering of the cap on short-term funds that can be 
used for medium-to longer-term loans from 45% in Jan 
2018 to 40% in Jan 2019 may cause competition in fund 
mobilisation to intensify. 

 Increased inflation may hurt credit growth. 

 Uncertainties in recapitalisation. 
 

SOURCE: CGS-CIMB RESEARCH, COMPANY REPORTS   
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BY THE NUMBERS 

 
 

 

  
  

 

 
  

 

 
 SOURCE: CGS-CIMB RESEARCH, COMPANY DATA 
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12-mth Fwd Rolling FD Core P/E (x) (lhs)

FD Core EPS Growth (rhs)

Profit & Loss 

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

Net Interest Income 18,528 21,938 27,347 32,540 39,373

Total Non-Interest Income 6,352 7,466 8,272 9,269 10,385

Operating Revenue 24,880 29,403 35,619 41,810 49,759

Total Non-Interest Expenses (9,950) (11,868) (14,247) (16,724) (19,904)

Pre-provision Operating Profit 14,929 17,536 21,371 25,086 29,855

Total Provision Charges (6,406) (6,198) (7,108) (8,388) (9,943)

Operating Profit After Provisions 8,523 11,337 14,263 16,698 19,913

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

Operating EBIT (incl Associates) 8,523 11,337 14,263 16,698 19,913

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

Profit Before Tax (pre-EI) 8,523 11,337 14,263 16,698 19,913

Exceptional Items

Pre-tax Profit 8,523 11,337 14,263 16,698 19,913

Taxation (1,672) (2,224) (2,796) (3,273) (3,903)

Consolidation Adjustments & Others

Exceptional Income - post-tax

Profit After Tax 6,851 9,113 11,467 13,425 16,010

Minority Interests (19) (26) (35) (39) (46)

Pref. & Special Div 0 0 0 0 0

FX And Other Adj. (1,199) (1,590) (1,944) (2,276) (2,714)

Net Profit 5,633 7,497 9,489 11,111 13,249

Recurring Net Profit 6,832 9,087 11,433 13,387 15,963

Balance Sheet Employment

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

Gross Loans/Cust Deposits 78.0% 76.7% 77.0% 77.7% 79.0%

Avg Loans/Avg Deposits 77.7% 77.3% 76.9% 77.4% 78.4%

Avg Liquid Assets/Avg Assets 40.5% 43.5% 45.5% 44.4% 43.3%

Avg Liquid Assets/Avg IEAs 41.6% 44.6% 46.5% 45.3% 44.1%

Net Cust Loans/Assets 57.5% 51.7% 53.0% 54.2% 55.6%

Net Cust Loans/Broad Deposits 67.3% 67.4% 68.5% 69.7% 71.5%

Equity & Provns/Gross Cust Loans 12.2% 11.4% 11.2% 11.1% 10.9%

Asset Risk Weighting 62.3% 59.2% 61.2% 59.5% 59.4%

Provision Charge/Avg Cust Loans 1.51% 1.23% 1.20% 1.20% 1.20%

Provision Charge/Avg Assets 0.88% 0.68% 0.64% 0.65% 0.67%

Total Write Offs/Average Assets 0.94% 0.68% 0.53% 0.54% 0.56%
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BY THE NUMBERS… cont’d 

 
 

 

 
  

 

 
  

 

 
 SOURCE: CGS-CIMB RESEARCH, COMPANY DATA 

Balance Sheet 

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

Total Gross Loans 630,036 776,356 920,759 1,092,085 1,302,936

Liquid Assets & Invst. (Current) 136,235 234,069 245,700 257,985 270,884

Other Int. Earning Assets

Total Gross Int. Earning Assets 766,272 1,010,425 1,166,458 1,350,070 1,573,819

Total Provisions/Loan Loss Reserve (8,124) (8,113) (9,298) (10,696) (12,353)

Total Net Interest Earning Assets 758,148 1,002,312 1,157,160 1,339,374 1,561,467

Intangible Assets 1,922 1,964 2,043 2,125 2,210

Other Non-Interest Earning Assets 18,145 20,956 21,794 22,666 23,573

Total Non-Interest Earning Assets 20,067 22,920 23,837 24,791 25,782

Cash And Marketable Securities 9,692 10,103 10,507 10,927 11,364

Long-term Investments 0 0 0 0 0

Total Assets 787,907 1,035,335 1,191,505 1,375,092 1,598,613

Customer Interest-Bearing Liabilities 600,738 726,720 854,351 1,000,247 1,171,076

Bank Deposits 72,238 66,942 68,281 69,647 71,040

Interest Bearing Liabilities: Others 54,151 171,408 174,837 178,335 181,902

Total Interest-Bearing Liabilities 727,128 965,070 1,097,470 1,248,228 1,424,017

Bank's Liabilities Under Acceptances

Total Non-Interest Bearing Liabilities 12,678 16,198 31,414 53,734 88,381

Total Liabilities 739,805 981,269 1,128,883 1,301,962 1,512,398

Shareholders' Equity 47,958 53,977 62,532 73,041 86,126

Minority Interests (144) (89) (89) (89) (89)

Total Equity 47,815 53,888 62,443 72,951 86,036

Key Ratios

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

Total Income Growth 17.3% 18.2% 21.1% 17.4% 19.0%

Operating Profit Growth 15.8% 17.5% 21.9% 17.4% 19.0%

Pretax Profit Growth 24.8% 33.0% 25.8% 17.1% 19.3%

Net Interest To Total Income 74.5% 74.6% 76.8% 77.8% 79.1%

Cost Of Funds 2.85% 2.86% 2.70% 2.78% 2.86%

Return On Interest Earning Assets 5.30% 5.20% 5.07% 5.18% 5.31%

Net Interest Spread 2.45% 2.33% 2.37% 2.40% 2.45%

Net Interest Margin (Avg Deposits) 3.39% 3.38% 3.55% 3.60% 3.73%

Net Interest Margin (Avg RWA) 4.17% 3.98% 4.07% 4.21% 4.45%

Provisions to Pre Prov. Operating Profit 42.9% 35.3% 33.3% 33.4% 33.3%

Interest Return On Average Assets 2.53% 2.41% 2.46% 2.54% 2.65%

Effective Tax Rate 19.6% 19.6% 19.6% 19.6% 19.6%

Net Dividend Payout Ratio 47.3% 38.4% 30.3% 25.9% 21.7%

Return On Average Assets 0.77% 0.82% 0.85% 0.87% 0.89%

Key Drivers

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

Loan Growth (%) 18.8% 17.9% 18.0% 18.0% 19.0%

Net Interest Margin (%) 2.6% 2.5% 2.5% 2.6% 2.7%

Non Interest Income Growth (%) 10.5% 17.5% 10.8% 12.1% 12.0%

Cost-income Ratio (%) 40.0% 40.4% 40.0% 40.0% 40.0%

Net NPL Ratio (%) -2.2% -3.2% -3.7% -4.1% -4.3%

Loan Loss Reserve (%) 117.4% 130.7% 130.4% 130.1% 123.5%

GP Ratio (%) 0.9% 0.8% 0.7% 0.7% 0.7%

Tier 1 Ratio (%) 9.0% 8.2% 8.1% 8.5% 8.6%

Total CAR (%) 11.1% 11.2% 10.6% 10.7% 10.6%

Deposit Growth (%) 17.8% 20.0% 17.5% 17.0% 17.0%

Loan-deposit Ratio (%) 76.7% 75.6% 75.9% 76.6% 77.9%

Gross NPL Ratio (%) 1.5% 1.1% 1.1% 1.1% 1.1%

Fee Income Growth (%) 12.5% 20.6% 20.0% 20.0% 20.0%
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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 
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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. 

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 
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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 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 April 6, 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 
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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 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. 

 
 

 

 

 

Anirban Lahiri – Head of Research 

Email: anirban.lahiri@vndirect.com.vn 

Khanh Hien TRAN – Associate Director 

Email: hien.trankhanh@vndirect.com.vn 

Thuy Minh LE – Analyst 

Email: thuy.leminh@vndirect.com.vn 

 –  

Email:  

 –  

Email:  

 –  

Email:  

 –  

Email:  

 

VNDIRECT Securities Corporation 

1 Nguyen Thuong Hien Str – Hai Ba Trung Dist – Ha Noi  

Tel: +84 2439724568 

Email: research@vndirect.com.vn 

Website: https://vndirect.com.vn 

 
 

 
 
       
       
       

 

 

Insert   Insert   

mailto:anirban.lahiri@vndirect.com.vn
mailto:hien.trankhanh@vndirect.com.vn
mailto:thuy.leminh@vndirect.com.vn
mailto:research@vndirect.com.vn
https://vndirect.com.vn/

