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We have a positive outlook for the banking sector thanks to attractive valuations
Banking sector vs VN-Index and high profit growth expectations in the second half of 2022 from the core

0,
30% business growth and stable asset quality.

20%

10% News and highlights
0% e SBV maintains its credit growth orientation for the whole year at 14%. YTD
-10% credit growth is 9.4%, with many banks reaching their currently allocated
-20% quotas, indicating that the SBV will need to lift quotas in the coming months to
P R N N R 2 reach whole year expectations.
v O‘} oe’o <<"’O ?¢ 3"(\ \>°Q e Deposit rates have increased by around 0.5% in the first half of 2022 and we
VN-Index  =====Banking sector forecast another 0.5% increase in the second half of 2022.
e System liquidity fluctuated strongly in July and August due to stagnant money
at banks and the SBV continuously intervening to control VND interbank
,\(/)’(\)‘g) Price-Volume TCB 3\22 interest rates and exchange rates in interbank market.
60 60,000 e The Government is still continuing to seek opinions to amend Decree
2(5) 50,000 153/2020, making it difficult for real estate businesses to issue corporate
45 40,000 bonds.
40 30,000
;(5) 20,000 Summary of Q2/22 business results
25 ;0'000 e PBTinQ2/22 of banks listed on HOSE grew by 37.4%y/y.
P S T T TR T e Asset quality slightly improved. In which, NPL ratio and group 2 loan ratio
& & oef‘ & VQ‘ N & remained low and was flat g/q. COVID-19 restructured loans continued its

downward trend and accounted for only 0.7% of total outstanding loans.
e Netinterestincome and non-interestincome both grew wellin Q2/22, reaching

ice- ‘000 .
vND  Price-Volume MBB 16.0% and 17.5% YoY respectively.

'000 shrs
30 70,000
28 60,000 Outlook for the last 6 months of 2022
26
24 50,000
22 40,000 e New credit growth quota is expected to be approved by SBV at the end of
o 30,000 Q3/22. Banks taking over weak banks, including VCB, MBB, VPB and HDB may
ig 10:000 be granted higher credit quota than the industry average.
12 0 e NIMwill remain stable or improve slightly, although deposit rates may increase
IO A L L L ,
S Odc &8 &S S by 0.5% in the second half of 2022.
D
v o ey v e Athickprovisionbuffer and good asset quality willreduce the pressure of banks'
provisioning. We see that NPL risk in real estate sector is not a concern at the
VND Price-Volume STB g0 moment, although further monitoringis needed as real estate loans account for
'000 shrs about 20% of total outstanding loans in the banking sector.
gg 38:888 e  Profits of banking sector are expected to maintain a strong growth in 2H2022.
20 60,000
50,000 Valuation and recommendation
40,000
38’888 e Valuation of the banking sector has become attractive with P/E and P/B of 9.9x
éO,OOO and 1.75x, respectively, 20.4% and 13.1% lower than 5-year average P/E and
P/B.
e We have a positive outlook for the banking sector given (1) its attractive
valuations and (2) profit growth of the banks in our coverage list are expected
toreach 45.2% in 2H2022 and 34.6% for the whole year of 2022.
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Q2/22 business results was positive

Q2/22's PBT of listed banks grew by 37.4% y/y

Business results of the banking industry continued to grow strongly in Q2/22 following
the recovery of the Vietnamese economy. Reported results show that the total PBT of
17 banks listed on HOSE grew by 37.4% y/y but decreased by 7.3% qg/q. However,
excluding upfront fees from bancassurance deals in Q1/22 of VPB and CTG, Q2/22's
PBT increased by 3.6% q/q.

The key driver for profit growth in Q2/22 came from (1) net interest income and non-
interest income growing well at +16.0% and +17.5% y/y, respectively, and (2) provision
expenses decreased by 14.7% y/y as the pressure to make provisions for COVID-19
restructured loans has decreased significantly.

VND bn TOI growth came from both interest VND bn Profit before tax grew by 37.4% yly
and non-interest income 140,000
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Net interest income = Non-interest income m Operating expenses H Provision expenses PBT
Source: Banks, ACBS Source: Banks, ACBS

We expect the banking sector's profit growth to maintain its strong growth in 2H2022
thanks to (1) good growth in core businesses and (2) reduction in provision expenses
thanks to stable asset quality and high provision buffer.

We forecast the PBT of the banks in our coverage universe to grow 45.2% in 2H2022 and
grow by 34.6% in the whole year of 2022.
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Strong credit growth caused a tightening of system liquidity, deposit
interest rates may continue to increase

The economy recovered after the pandemic and lending interest rates were still at a
moderate levels, helping stimulate credit demand to grow strongly. By the end of June
2022, credit growth reached 9.44% compared to the beginning of the year, much higher
than deposit growth of 4.77%.

Strong credit growth put pressure on banking system liquidity in the first 6 months of
2022, before banks hit the credit growth quota and liquidity pressure therefore eased.

Credit growth in 6M2022 outperformed deposits Sector's loan-to-deposit increasing high
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Deposit rates of private commercial banks increased by 0.5-0.8% and State-owned
commercial banks by 0.1%in 1H2022.1n 2H2022, we see many factors that canincrease
demand for VND as follows:

e Credit growth quota is expected to be extended by 4-5% by the end of Q3/22;

e SBV's USD11 billion forward sale will be due for payment at the end of 2022.
Commercial banks will therefore need to prepare VND250,000 billion (equivalent to
about 2.2% of total system’s deposits) in advance for the payment;

e Disbursement of publicinvestment is expected to improve in the second half of the
year, after only reaching 34.5% of the annual plan in the first 7 months of 2022. The
deposit balance of the State Treasury at commercial banks can therefore decrease
and put pressure on system's liquidity.

Therefore, we expect banks will have to increase deposit rates by 0.5% in the second
half of 2022 to supplement customer deposits and keep their liquidity stable.
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NIM slightly improved, despite an upward trend in deposit rates

The depositinterestrate tends toincrease in 6M2022, however, we see banks' NIMs still
improving slightly in Q2/22, although not yet returning to the peak of Q2/21.

For the second half of 2022, we expect banks' NIMs to be flat compared to Q2/22 and
improve slightly compared to the second half of 2021. Of which:

e The COVID-19 lending interest support packages has ended at the end of 2021.
Loan interest rates returned to normal levels, thereby supporting asset yields of
banks, especially the state-owned commercial banks (VCB, BID and CTG).

e Lending interest rates may increase in line with the increasing trend of deposit
rates, in the context of high credit demand and limited credit growth quota.

e Cost of funds were well-controlled thanks to high CASA ratio. In which, the banks
with the highest CASA ratio in the system are TCB (47.5%), MBB (44.3%), VCB
(36.5%), and MSB (34.4%).

e CASA ratio improved thanks to the increasing trend of digital payment. Although
the CASA ratio decreased in Q2/22, we expect this is only a temporary trend. The
reason CASA declined in Q2/22 was due to the recovery in investment demand to
expand businesses after the epidemic, while customers' borrowing ability was
limited (because banks had hit the credit growth quota). Therefore, customers were
forced to utilize their CASA to serve their investment and consumption needs.

Yields improved and cost of funds were well, CASA decreased but remained at a high level,
supporting for NIM helping to limit the impact of the increase in
9% deposit rates
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Non-interest income continued to recover well after the epidemic

Non-interest income grew by 17.4% y/y but decreased by 11.0% g/q due to some
upfront fees received from exclusive bancassurance agreements of VPB and CTG
recorded in Q1/22. If excluding these extraordinary income, non-interest income grew
by 11.0% q/q.

VND bn Non-interest income decreased g/q due to some
upfront fees were recorded in Q1/22
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Non-interest income activities such as payment, bancassurance, investment banking
services are expected to continue to grow strongly thanks to the economy recovering
from the epidemic. Of which:

e Income from payment fees and trade finance recovered thanks to the recovery of
corporate customers after the epidemic. Bancassurance activities continue to
grow well thanks to the large potential of the Viethamese market, in which the
proportion of the population with life insurance by the end of 2021 only reached
11%.

e Investment banking services are forecasted to face difficulties due to unfavorable
movements of the stock market in terms of both price and liquidity. In addition, the
income from issuance consulting fees may be negatively affected by the
Government's strict control over the issuance of corporate bonds after some
violations of real estate companies.

e Income from securities trading is expected to decline in 2022 as government bond
yields tend to increase in line with international interest rates, although banks will
not have to make provision for the devaluation of government bonds investment
according to Circular 24/2022 of the Ministry of Finance.

e Off-balance sheet debt collection will face difficulties 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.
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CIRremained low despite rising operating expenses

Operating expenses in Q2/22 increased by 19.2% YoY and 11.7% QoQ. In which:

e Administration expenses increased strongly by 35.8% y/y and 38.4% g/q. In which,
banks with a high increase y/y were VCB (+55.5%), TCB (85.5%), TPB (49.9%), EIB
(+52.7%), OCB (60.4%) and LPB (+47.8%).

e Employee expenses in Q2/22 increased by 12.7% y/y. This is still the largest
expense of banks, accounting for about 56% of total operating expenses.

Accordingto the General Statistics Office, employees in Finance, Bankingand Insurance
sectors have the highest average income (2021: 24.5 million VND/month) and highest
income growth rate. However, CIR ratio in the recent years has been on a downward
trend, showing that banks' operations are more and more efficient.

VND bn Employee expenses accounted for CIR maintained at low level
the largest proportion
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We expect banks' operating expenses, especially staff expenses, have to continue to
increase due to:

e The pressure to compete for staff in the finance — banking sector is getting fiercer
as the size of banks is increasing.

e The trend of digital transformation also forces banks to increase spending on
technology infrastructure and attract experienced staff in Information Technology
and Data Analytics fields.

However, we expect CIR of banks to remain low as their TOls (total operating incomes)
are still growing at a high rate.
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Provisioning pressure decreased as banks has made adequate
provision for restructured loans

Provision expenses in Q2/22 decreased by 14.7% y/y butincreased by 13.6% g/q due to
STB making provisions for VAMC bonds and FE Credit (a subsidiary of VPB) accelerate
provisioning for arising NPLs.

However, in general, provisioning pressure in Q2/22 remained low. Credit costs have
fallen to the pre-epidemicnormallevel of 1.4-1.5%, after increasing sharply to 2% in the
period of Q2/21 - Q4/21 when the 4th epidemic broke out and banks started making
provisions for COVID-19 restructured loans in accordance with Circular 03/2021 and
Circular 14/2021.

The pressure of provisioning for COVID-19 restructured loans was negligible since the
beginning of 2022, which is the main reason for the low provision expenses. We noticed
that many banks have made 100% provision for COVID-19 restructured loans such as
VCB, CTG, BID, MBB, TCB, ACB, STB, HDB and TPB.

Provision expenses decreased 14,7% yly Credit costs (*) returned to the normal level
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We expect provisioning expenses to stay low in the second half of 2022 on the basis of

stable asset quality and a growing provision buffer.
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Asset quality slightly improved with a thicker provision buffer

Asset quality is at a good level and even slightly improved g/q. In which:

e NPL ratio and group 2 loan ratio remained low and stable in Q2/22. In which, NPL
ratiois at 1.44% (+4 bps q/q) and group 2 loan ratio is at 1.23% (-10 bps g/q).

e COVID-19 restructured loans tend to decrease gradually since the end of Q3/21 -
the time when the economy reopens after the 4th epidemic. We estimate the
restructuring loan balance due to COVID-19 only accounted for about 0.69% of
outstandingloans.

e Outstanding loans in areas vulnerable to COVID-19 have been localized and well-
handled by the banking system. We expect COVID-19 restructured loans to
continue its downward trend in the second half of 2022.

Asset quality improved on the back of a thicker provision buffer
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We expect asset quality to remain stable and help reduce provisioning pressure on
banks in the second half of 2022, thanks to:

e Vietnam's economy is in the recovery phase after the pandemic, thereby helping
customers' financial situation improve.

e Although credit costs have returned to pre-epidemic normal levels, banks'
provision buffers are still getting thicker. This will help banks have room to handle
risks of new arising NPLs (if any) in the future and be a potential source of income
from provision reversal.

e The Government's credit control moves make it difficult for real estate businesses
to access capital. However, the financial situation of real estate businesses in
Vietnam is generally quite healthy and the demand for housing is still very high.
Therefore, we see that the credit risk to the real estate sector is not a concern at
the moment and the NPL in this sector willremain at a low level in the second half of
2022.
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INVESTMENT RECOMMENDATION

The strong correction of the market in Q2/22 brought the banking stock price to an
attractive level. As of August 15, 2022, the banking industry is trading at P/E and P/B of
9.9x and 1.75x, respectively, 20.4% and 13.1% lower than 5-year average P/E and P/B,
respectively.

We have a positive outlook for the banking industry thanks to attractive valuations and
high growth expectationsin 2H 2022.

P/E P/B
22 3.6
20 3.1
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16 2.6
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Source: Fiinpro, ACBS
Banks under ACBS coverage
(Unit: VND billion)
Market Taraet Expected Market NPL G2loan NPL
Ticker price zce price cap ratio ratio coverage ROA ROE P/E P/B
17-08-22 Pric® . ppreciation 17-08-22 Q2/22  Q2/22 Q2/22
VCB 81,500 96,500 +18.4% 385,700 0.61% 0.54% 505.88% 1.70% 21.65% 15.46 3.14
CTG 29,100 40,700 +39.9% 139,847 1.35% 1.25% 189.73% 0.93% 15.05% 9.52 1.37
TCB 39,300 63,100 +60.6% 137,979 0.60% 0.53% 171.60% 3.45% 21.05% 6.82 1.33
MBB 23,125 36,833 +59.3% 104,848 1.20% 1.36% 221.42% 2.55% 24.25% 6.67 1.55
STB 25,400 35,800 +40.9% 47,885 1.27% 0.39% 138.38% 0.67% 10.30% 13.36 1.34
Source: Fiinpro, ACBS
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Financial indicators as of 2Q22
(Unit: VND billion)

Market cap Total NPL Group 2 NPL

Ticker 17-08-22 Equity Assets ratio loanratio coverage ROA ROE PIE P/B
VCB 385,700 122,990 1,602,392 0.61% 0.54% 505.88% 1.70% 21.65% 15.46 3.14
BID 202,341 93,988 1,979,416 1.02% 1.17% 262.51% 0.72% 14.66% 15.50 2.22
CTG 139,847 102,782 1,691,062 1.35% 1.25% 189.73% 0.93% 15.05% 9.52 1.37
TCB 137,979 104,475 623,739 0.60% 0.53% 171.60% 3.45% 21.05% 6.82 1.33
VPB 134,031 98,524 608,275 5.25% 3.87% 61.99% 3.05% 19.58% 7.99 1.48
MBB 104,848 70,907 658,274 1.20% 1.36% 221.42% 2.55% 24.25% 6.67 1.55
ACB 84,267 52,066 543,737 0.76% 0.38% 185.09% 2.26% 25.07% 7.16 1.62
SSB 62,398 23,557 229,723 1.60% 0.32% 95.72% 1.66% 17.91% 16.03 2.65
VIB 55,116 28,250 348,023 2.45% 2.81% 54.06% 2.28% 28.85% VESS 1.95
HDB 53,827 35,367 384,267 1.33% 2.27% 93.04% 1.87% 21.63% 7.72 1.62
STB 47,885 35,798 551,422 1.27% 0.39% 138.38% 0.67% 10.30% 13.36 1.34
TPB 45,396 29,008 310,769 0.85% 1.53% 161.46% 1.87% 20.37% 8.27 1.56
SHB 41,603 39,681 522,131 2.55% 0.90% 63.11% 1.42% 20.05% 5.43 1.05
EIB 36,883 19,073 174,582 1.88% 1.00% 70.68% 1.21% 11.18% 18.09 1.93
MSB 29,481 24,578 195,057 1.50% 0.83% 84.28% 2.13% 18.44% 7.02 1.20
OCB 24,932 23,147 188,857 1.96% 2.67% 61.42% 2.02% 16.74% 6.73 1.08
LPB 23,832 19,750 300,919 1.40% 1.26% 121.27% 1.46% 23.19% 4.83 1.06
Median 55,116 35,798 522,131 1.35% 1.17% 121.27% 1.87% 20.05% 7.72 1.55

Source: Fiinpro, ACBS
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ACBS Update - Bonknd

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 otherinterests, 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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