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MILITARY COMMERCIAL JOINT STOCK BANK (MBB)

We reiterate our BUY recommendation with a target price of
VND44,200/share. The taking over of Oceanbank can cause MBB's provision

Recommendation BUY expenses remain high. The recent strong correction made MBB's stock price
HOSE: MBB attractive, on the back of the sustainable growth of business results.
Banking 1H2022 . o . . L
profit grew by 49.0% y/y with strong growth from credit activity and
Current price (VND) 26,700 reducing provisioning pressure.
Target price (VND) 44,200
Expected share price return +65.5% (Unit: VND bn) 1H2021 1H2022 +/-YoY
i i 0,
Expected dividend yield 0.0% Netinterest income 12,515 17,355 38.7%
Non-interest income 5,603 5,500 -1.8%
Expected total return +65.5%
Totalincome 18,117 22,855 26.1%
Stock performance (%) Operating expenses (5,891) (7,458) 26.6%
YTD M 3M 12M Profit before provisioning 12,227 15,397 25.9%
Absolute -80 103 -104 -7.3 Provision expenses (4,240) (3,500) -17.5%
Relative 8.2 6.4 -2.0 -3.2 Profit before tax 7,986 11,896 49.0%
Source: Bloomberg Source: MBB

vND '000 Price=Volume 000 shrs

We forecast MBB's PBT in 2022 to reach VND22,607 billion, up 36.8% y/y and

36 60,000 11,2% higher than management's target.
;‘2‘ | 50,000
30 40,000 Although the taking over of Oceanbank will help MBB be granted a higher credit
;2 28’888 quota than peers, MBB's provision expenses may have to remain high, accounting
24 ’ for about 1.6% of outstanding credit each year during the restructuring period.
2 Yl ] 2
20 ° MBB's share price has corrected by 25% from VND34,000 per share to
\'1/'\ \'1/\’ \'7/'\’ \q/'l, \'Lq' \q/'l, \’L’l’ . L . .
& O @ PP VND26,000 per share since the beginning of April 2022. The sharp correction
makes MBB's stock price attractive witha 2022 forward P/E and 2022 forward P/B
. of only 6.2x and 1.3x, respectively.
Ownership y P Y
Viettel 14.0% We reiterate our BUY recommendation with a 1-year target price of VND44,200
scic 9.3% per share using a discounted residual income method. Our target price is
Vietnam Helicopter 7.4% equivalent to 1-year forward P/E and P/B of 9.5x and 1.93x, respectively.
Saigon New Port 7.1%
(VND bn) 2018 2019 2020 2021 2022F 2023F
Stock Statistics 02-Aug-22 Credit growth 17.5%  18.8% 21.4%  26.1%  22.0%  20.0%
Bloomberg code MBB VN NIM 4.59% 4.94% 4.77% 5.10% 5.29% 5.24%
52-week range (VND) 21,850-34,900 NFI proportion 25.0% 27.0% 25.9% 29.1% 23.9% 23.8%
TOIl growth 40.9% 26.2% 11.0% 35.0% 18.6% 19.6%
No. of shares (m) 3,778
Mk VND b CIR 44.7% 39.4% 38.6% 33.5% 32.8% 31.8%
teap( n) 100,503 Net credit costs -0.97% -1.21% -1.54% -1.47% -1.08% -1.17%
Mkt cap (USD m) 4,277 Profit before tax 7,767 10,036 10,688 16,527 22,607 26,740
Foreign room left (%) 0.0 Growth 68.3%  29.2% 6.5%  54.6%  36.8%  18.3%
Est. free float (%) 59.0 Profit attributable 5,773 7,373 7,714 11,888 16,295 19,273
3Im avg da|]yv0| (shs) 8’169’076 Adjusted EPS (VND) 2,672 3,170 2,782 3,146 4,213 4,983
VND/USD 23,500 BVPS (VND) 15109 16,338 17,275 15768 20,029 25012
0, 0, 0, 0, 0, 0,
Index: VNIndex / HNX 1244.09/296.49 ROA 1.7% 1.9% 1.7% 2.2% 2.4% 2.4%
ROE 19.0% 20.9% 18.0% 22.1% 23.8% 22.1%
P/E (x) 17.5 13.7 13.1 8.5 6.2 5.2
P/B (x) 3.1 2.7 2.1 1.7 1.3 1.0
DPS (VND) 600 600 - - - -
Dividendyield 2.3% 2.3% 0.0% 0.0% 0.0% 0.0%
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1H2022's PBT grew by 49% y/y

MBB's credit balance (including corporate bonds) grew by 14.6% compared to the
beginning of the year and by 29% over the same period. Thus, MBB has almost used
up the credit growth limit granted by the State Bank (15%) and is waiting for
approval of a new credit limit. Credit demand in 1H2022 grew strongly due to the
recovery of the economy after the pandemic and low lending interest rates.

NIM in 1H2022 increased due to the reduction of COVID-19 loan interest support
packages. The high CASAratio of 45.5% helped toreduce the impact of theincrease
in deposit rates.

Non-interest income in 1H2022 decreased slightly by 1.8% y/y because there was
a extraordinary income from off-balance sheet debt collection of VND1,614 billion
in the same period last year, while this income in 1H2022 was VND834 billions.

1H2022 operating expenses increased by 26.6% y/y due to MBB's sharp increase in
employee expenses (+32.8% y/y due to employee bonus payment in 1H2022).
However, CIR in Q1/22 was still held at a good level of 32.5% due to strong growth
in total operating income.

Provision expenses in 1H2022 decreased by 17.5% y/y as the pressure to make
provision for COVID-19 restructured loans was negligible. MBB has made 100%
provision for COVID-19 restructured loans by the end of 2021.

In summary, the strong growth in net interest income and the decrease in
provisioning pressure helped MBB's 1H2022 PBT to grow by 49% y/y.

(Unit: VND bn) 1H2021 1H2022 +/-YoY
Netinterest income 12,515 17,355 38.7%
Non-interest income 5,603 5,500 -1.8%
Total income 18,117 22,855 26.1%
Operating expenses (5,891) (7,458) 26.6%
Profit before provisioning 12,227 15,397 25.9%
Provision expenses (4,240) (3,500) -17.5%
Profit before tax 7,986 11,896 49.0%
Source: MBB

Asset quality was stable. NPL ratio at the end of Q2/22 was at 1.2%, an increase of
20 bps g/q, group 2 loan ratio also increased by 19 bps q/q to 1.36%. However, the
COVID-19 restructured loans decreased gq/q and accounted for only 0.8% of
outstanding loans.

NPL coverage ratio decreased q/q but remained at a high level of 221%.
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NIM improved thanks to higher yields Asset quality was stable on the back of
a thicker provision buffer
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Net interest income s forecasted to grow 27.3% in 2022

With MBB taking over Oceanbank, we expect MBB to be granted a higher than the
industry average credit growth quota by SBV.

MBB's management expects that the taking over of Oceanbank will help MBB be
granted a credit growth quota 1.5-2x higher than the industry average in the next 3-
5 years. We expect MBB's credit growth to be at 20-25%/year to balance between
high credit growth and a reasonable level of CAR ratio (currently at ~10%).

For the whole year of 2022, we forecast MBB's credit growth to reach 22%, higher
than SBV's target of 14% credit growth for the whole industry.

Although deposit rates of private banks have increased by 0.3-1% since the
beginning of the year, we expect MBB's 2022 NIM to increase by 19 bps and reach
5.29%, thanks to:

e Lendinginterest rates are also expected to increase in line with the increase of
deposit rates. Limited credit quota allows banks to select loans with better
interest rates in the context of high credit demand.

e Trend of increasing CASA ratio will continue thanks to (1) MBB's impressive
ability to attract millennial customers with 1.6 million new customers in Q1/22
alone, bringing MBB’s customer base to 13 million and (2) the trend of increasing
transactions through digital banking channels in Vietnam. We expect MBB's
CASAratiotoimprove from 48.7% at the end of 2021 to 50% at the end of 2022.

e CASA accounting for nearly half of MBB's customer deposits will reduce the
impact of raising deposit rates on MBB's cost of funds.

We expect MBB's net interest income grow 27.3% y/y in 2022.
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Non-interest income is expected to face difficulties in 2022

We expect MBB's non-interest income in 2022 to decrease slightly by 2.4% y/y due
to:

e Securities investment activities is expected to be less positive due to
increasing government bond yields.

e Off-balance sheet debt collection declined due to low liquidity in the real estate
market. Therefore, the process of liquidating collateral assets (mainly real
estate) to collect debts is expected to slow down in the coming time.

Overall, we expect total income of MBB to grow by 18.6% y/y in 2022.
Provision pressure will decrease in 2022

We expect MBB's provision expenses in 2022 to decrease by 14.7% yly.
Provisioning pressure will ease in 2022 thanks to the following factors:

e MBB has provisioned for all of the VND5,000 billion of COVID-19 restructured
loans, therefore, the pressure to make provision for the restructured loans was
negligible.

e Credit risk of MBB's consumer finance company (MCredit) has been better
controlled since 2020, when the company changed its credit policy towards
stricter lending policies. With the economy reopening after the pandemic, we
expect MCredit's asset quality and provision expenses to remain stable in the
coming years.

e The Government's actions to control credit may cause capital inflows to real
estate businesses to stagnate in the short term. However, the financial
capacity of real estate businesses in Vietnam is generally good and the demand
for housing is still very high, we expect NPLs in real estate sector of MBB to
remained stable.

... but credit costs is expected to remain high in the coming years due to
the taking over of Oceanbank

2021 AGM taking place in April 2022 has approved the plan of taking over
Oceanbank. Key highlights and our expectation of the impact on MBB's asset quality
are as follows:

e MBB will not have to consolidate Oceanbank in its financial statement. This will
prevent MBB's consolidated balance sheet financials from being affected
immediately.

e However, MBB will support in terms of operating, training, technology and
especially buying and selling assets with Oceanbank. We expect that MBB will
have to sell good loans to Oceanbank and receive low quality loans to dissolve
by its own, thereby speeding up the restructuring process.

e Asof December 31, 2021, Oceanbank'’s total assets are VND23,800 billion and
accumulatedlosses of VND18,700 billion. MBB's management estimated that it
can take 7-8 years to dissolve all of Oceanbank's accumulated losses. The
amount of capital that MBB will invest to contributing to Oceanbank’s charter
capital will be not more than VND5,000 billion.
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We expect the taking over of Oceanbank will cause MBB's provision expenses to
continue to remain high, accounting for about 1.6% of outstanding loans annually
during the restructuring period.

Reiterate our BUY recommendation with target price of VND44,200 per share

We forecast MBB's 2022 PBT to reach VND22,607 billion, +36.8% y/y. Our 1-year
target price for MBB is VND44,200 per share using a discounted residual income
method. Our target price is equivalent to 1-year forward P/E and P/B of 9.5x and
1.93xrespectively.

MBB's share price has decreased by 25% from VND34,000 per share to VND26,000
per share since the beginning of April 2022. The current price is equivalent forward
P/Eand P/B by the end of 2022 are 6.2x and 1.3x. This correction makes MBB's share
price attractive to long-term investors, although macro fluctuations and the
Government's credit control actions can still put pressure on stock price in the
short-term.
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(Sl:antite:d\)/ND billion, unless otherwise Marke(tv;;:;:)e: 26,700 Targe(t\;;\lrll;:)e: 44,200 Mglr:\("eatt(’::);: 100,881
INCOME ITEMS 2018 2019 2020 2021 2022F 2023F 2024F
Net interest income 14,583 18,000 20,278 26,200 33,339 39,959 47,569
Net fee & commission income 2,561 3,186 3,576 4,367 4,542 5,381 6,304
Other non-interest income 2,392 3,465 3,509 6,368 5,933 7,078 7,707
Total operating income 19,537 24,650 27,362 36,934 43,814 52,418 61,580
Growth (%) 40.9% 26.2% 11.0% 35.0% 18.6% 19.6% 17.5%
Operating expenses (8,734) (9,724) (10,555) (12,377) (14,355) (16,655) (19,322)
Profit before provision & tax 10,803 14,927 16,807 24,557 29,459 35,763 42,258
Provision for credit losses (3,035) (4,891) (6,118) (8,030) (6,852) (9,024) (10,829)
Profit before tax 7,767 10,036 10,688 16,527 22,607 26,740 31,429
Profit attributable to shareholders 5,773 7,373 7,714 11,888 16,295 19,273 22,654
Growth (%) 74.5% 27.7% 4.6% 54.1% 37.1% 18.3% 17.5%
Adjusted EPS (VND) 2,672 3,170 2,782 3,146 4,213 4,983 5,857
Core earnings (before tax) 9,100 12,248 14,278 19,712 25,616 31,161 37,452
Growth (%) 34.4% 34.6% 16.6% 38.1% 30.0% 21.6% 20.2%
BALANCE SHEET ITEMS 2018 2019 2020 2021 2022F 2023F 2024F
Outstanding loans & corporate bonds 223,440 265,498 322,278 406,518 495,952 595,142 714,170
Growth (%) 17.5% 18.8% 21.4% 26.1% 22.0% 20.0% 20.0%
Customer deposit 239,964 272,710 310,960 384,692 454,692 538,692 631,092
Growth (%) 9.0% 13.6% 14.0% 23.7% 18.2% 18.5% 17.2%
Total assets 362,325 411,488 494,982 607,140 746,089 890,558 1,052,995
Shareholder’s equity 32,643 37,998 47,907 59,575 77,462 96,735 119,389
BVPS (VND) 15,109 16,338 17,275 15,768 20,029 25,012 30,869
KEY RATIOS 2018 2019 2020 2021 2022F 2023F 2024F
NPL (%) 1.3% 1.2% 1.1% 0.9% 1.0% 1.0% 1.0%
NPL coverage (%) 112% 110% 134% 268% 201% 152% 133%
NIM (%) 4.6% 4.9% 4.8% 5.1% 5.3% 5.2% 5.3%
CIR (%) 45% 39% 39% 34% 33% 32% 31%
ROA (%) 1.7% 1.9% 1.7% 2.2% 2.4% 2.4% 2.3%
ROE (%) 19.0% 20.9% 18.0% 22.1% 23.8% 22.1% 21.0%
P/E (x) 17.5 13.7 13.1 8.5 6.2 5.2 4.5
P/B (x) 3.1 2.7 2.1 1.7 1.3 1.0 0.8
Dividend yield (%) 2.3% 2.3% 0.0% 0.0% 0.0% 0.0% 0.0%
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DISCLAIMER

Our Recommendation System

BUY: where we believe prospective 12 month VND total return (including dividends) will be 15% or more.
HOLD: where we believe it willbe -15% to 15%.
SELL: where we believe it will be lower than -15%.

Analyst Certification(s)

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about
any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be
aware that ACBS may have a conflict of interest from time to time.

ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative analysis,
and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other types of
research products, whether as a result of differing time horizons, methodologies, or otherwise.

Disclaimer

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties of
merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or sell
any financial instrument. Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any affiliate,
nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or
consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss, even
if notified of the possibility of such damages, arising from any use of this report or its contents. Other than disclosures relating to ACBS,
the information contained in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not represent or
warrant that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update its opinions or the
information in this report.

Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared
independently of any other interests, including those of ACBS. This report does not constitute personalinvestment advice or take into account
the individual financial circumstances or objectives of the investors who receive it. The securities discussed herein may not be suitable for all
investors. ACBS recommends that investors independently evaluate each issuer, securities or instrument discussed herein and consult any
independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day as a result of
changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict actual results,
which may differ substantially from those reflected. Past performance is not necessarily indicative of future results.

This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it
will be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any).

In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor shall dismiss this report
immediately otherwise it will be at his/her own risks.

ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek
advice based on their particular circumstances from an independent tax advisor. This report may contain links to third-party websites. ACBS
is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on
such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report
does not imply any endorsement by ACBS. Access to any third-party website is at the investor’s own risks, and the investor should always
review the terms and privacy policies at third-party websites before submitting any personal information to them. ACBS is not responsible for
such terms and privacy policies and expressly disclaims any liability for them.

© Copyright ACBS (2022). Allrights reserved. No part of this report may be reproduced in any manner without the prior written permission
of ACBS.
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