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BANK FOR FOREIGN TRADE OF VIETNAM (VCB)

Strong business growth in 2022 despite difficult macro environment

Recommendation BUY 2022's PBT grew by 36.4% from the previous year thanks to credit growth of 18.8%,
NIM expanding by 0.24 pts to 3.46% and provision expenses down 19.5%.
HOSE: VCB panding By =.e2p panap P ’
Banking Banking system liquidity stress caused interest rates to increase sharply in the
Current price (VND) 88.200 period of Q3-Q4/22 which had a positive impact on VCB's NIM thanks to its strong
Target price (VND) 101,000 mobilization ability and its best liquidity position in the system.
Expected share price return +14.5% Positi tlook for 2023 alth h fit th will be sl
Expected dividend yield 1.4% ositive outlook for although profit growth will be slower
Expected total return +15.9% Interest rates decreased slightly since the beginning of 2023 but are still maintaining

Stock performance (%)

high levels. We expect VCB to still be able to keep the NIM level equivalent to 2022.

Asset quality is our top concern in 2023 despite the fact that VCB is always among

YTD 1M 3M 12M
the banks with the lowest NPL ratio in the system. Difficulties in the real estate and
Absolute 10.3 -4.1 4.1 7.2 . . . .
renewable energy markets, along with the taking over Construction Bank will put
Relative 43 -58 26 324
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pressure on VCB's asset quality and credit costs.

The positive pointis that VCB's relatively thick reserve buffer will help the bank have
room to handle arising NPLs and keep asset quality at a good level. The provision of

100 3,500 VND10,840 billion interbank loans is also a potential reversed provision when VCB
90 3,000 recovers the loans.
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70 iggg We forecast VCB's PBT in 2023 to reach VND44,222 billion, up 18.3%, higher than
60 1:000 the management's minimum growth target of 12%.
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Valuations and recommendations

?.Q( N \}o' & OQ’Q & ® We reiterate our recommendation to BUY with an 1-year target price of
VND101,000 per share using a discounted residual income method, equivalent to a
2023's P/E and P/B of 14,8x and 3.0x.

Ownership
State Bank of Vietnam 74.8% (VND bn) 2020 2021 2022 2023F  2024F  2025F
Mizuho Bank Ltd 15.0% Credit growth 140%  15.1% 188% 16.0% 16.0% 16.0%
Others 10.2% NIM 2.95%  3.22%  3.46%  3.45%  3.44%  3.41%
NFI proportion 26.0% 253% 21.8% 20.1% 20.3% 19.2%
Stock Statistics 13-Apr-23 TOI growth 73%  15.6%  200% 17.6% 159% 13.7%
Bloomberg code VCB VN CIR 32.7% 31.0% 31.2% 29.2% 28.2% 27.3%
Net credit costs -0.95% -0.97% -0.66% -0.80% -0.77% -0.75%
52-weekrange (VND)  62,000-96,300 Profit before tax 23,050 27,389 37,368 44,222 52,184 59,994
No. of shares (m) 4,733 growth -0.3%  18.8%  36.4%  183%  18.0%  15.0%
Mkt cap (VND bn) 417,408 Profit attributable 16,523 19,537 27,673 32,393 38,215 43,827
Mkt cap (USD m) 17,679 Adjusted EPS (VND) 4,455 5,268 5,847 6,845 8,075 9,261
Foreign room left (%) 6.5 BVPS (VND) 25,347 29,397 28,644 34,089 40,764 48,624
Est. free float (%) 252 Equity/Total Assets 7.1% 7.7% 7.5% 7.7% 7.9% 8.1%
. Adjusted ROA 1.3% 1.4% 1.7% 1.7% 1.7% 1.7%
3m avg daily vol (shs) 886,712 Adjusted ROE 189%  19.2%  22.6%  21.8%  21.6%  20.7%
VND/USD 23,610 P/E 25.3 21.4 15.1 12.9 10.9 9.5
Index: VNIndex / HNX  1064.30/209.84 P/B 4.4 3.8 3.1 2.6 2.2 1.8
DPS (VND) 800 1,200 1,200 1,400 1,400 1,400
Dividend yield 0.9% 1.4% 1.4% 1.6% 1.6% 1.6%
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2022's PBT grew by 36.4%

(Unit: VND billion) 2021 2022 +/- Comments

Driven by credit growth of 18.8% (industry: 14.2%) and NIM
Net interestincome 42,400 53,246 +25.6% expanding 0.24 pts to 3.46% thanks to surged interbank rates and
matured Covid-19 loan interest support package.

Payment and off-balance sheet collection weakened (-47% y/y and

Non-interestincome 14,324 14,836 +3.6% -18% y/y), despite positive foreign exchange trading (+32% y/y).
Totalincome 56,724 68,083 +20.0%
Asset costs and admin costs increased sharply (+16% y/y and
Operating expenses @774 @12 208% e istion, IR ratie was sl ept ot 2 3004 Ievel of
31%, similar to the previous year.
Profits before provisioning 39,149 46,832 +19.6%

Provision costs are reduced because there is no longer need to
Provision expenses (11,761) (9,464) -19.5% make provisions for loans restructured due to Covid-19. However,
VCB still made a provision of VND 10,840 billion for interbank loans.

PBT 27,389 37,368 +36.4%

Source: VCB, ACBS

Rising asset yields helped offset the CASA ratio slump to 33.9% from 35.7% at
the beginning of 2022.

Contrary to many other banks, the liquidity stress in banking system caused
interestratestorise sharply in Q3-Q4/22 period had a positive impact on VCB's
NIM thanks to its strong mobilization ability and its best liquidity position in the
system.

Asset yields improved strongly... ...helped NIM expand
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Positive outlook in 2023 despite slower profit growth

Interestrates decreasefslightly (about 0.5 pts) since the beginning of 2023. The
falling interest rate environment is not favorable for VCB's NIM as VCB is a net
interbank lender (end of Q4/22: VND92,000 billion).

However, we expect VCB's NIM in 2023 to be at 3.45%, equivalent to 2022
thanks to an improvement in lending yield due to an increase in the personal
loan proportion. CASA also has room to improve when monetary policy is less
tightin 2023, although it might not returned to the peak in 2021.

Operating expenses can be better controlled in 2023. Abundant system
liquidity from the beginning of 2023 will help banks reduce promotion and
marketing expenses to attract depositors. We expect CIR in 2023 to improve,
falling to 29.2% from 31.2% in 2022.

Although we are still optimistic about VCB's earnings prospects in 2023, we still
need to pay attentionto asset quality despite the fact that VCB has always been
among the banks with the lowest NPL ratio in the system (2022-end: 0.68%). A
downturninthereal estate market and the taking over of Construction Bank will
begin to put pressure on VCB's asset quality and provision expenses. Currently,
the proportion of VCB's loans to the construction sector is not too large of
about 7%. In addition, renewable energy enterprises that have not yet finalized
the electricity selling price plan with EVN also have the potential to turn into
NPLs in this field.

One positive point is that VCB's thick loan loss reserve buffer will help the bank
have room to dissolve NPLs arised and keep asset quality at a good level. NPL
coverage ratio has dropped sharply since its peak in Q2/22 but is still at the
highest level in the system of 317%. In addition, a provision of VND10,840
billion for interbank loans is also a potential reverse provisioning when VCB
recovers the loans.

Asset quality was well-controlled NPL coverage ratio decreased but
4.0% still at a high level
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Source: VCB, ACBS
We forecast VCB's PBT in 2023 to reach VND44,222 billion, up 18.3% y/y,

higher than the management's minimum growth target of 12%.
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The stock price remains suitable for investors who prefer stability

Currently, VCB stock is trading at P/E of 14.0x and P/B of 3.1x, not much
different from VCB's historical average. However, this is still lower than the
post-restructuring period of the banking system since the end of 2016.
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We reiterate our BUY recommendation with 1-year target price of
VND101,000/share using the discounted residual income method. Our target
price equates to a target P/E and P/B of 2023 of 14.8x and 3.0x respectively.

VCB continues to plan a private placement of 6.5% to raise equity in 2023,
however, we believe that market condition are not favorable for VCB to
complete in this year and therefore, we have not included this factor to the
pricing model.

The prospect of sustainable profit growth in the context of macro volatility
makes VCB stock still a suitable choice for investors looking for stability. In
addition, policy changes in less tighten direction and the recovery of macro
situation will be positive catalysts for VCB's stock price in the short-term.

Share price downside risks include:

(1) The prolonged congestion of capital flows of real estate enterprises caused
a crisis in this field and caused VCB's NPLs to increase sharply;

(2) Inflation in the US remained high, causing the FED to sharply increase the
USD interest rate and put pressure on the macro as well as the Vietnamese
banking system.
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gz:rmgi!'t'zz) unless Marke(tv'::;; 88,200 Targe(tv'::;)e: 101,000 M("’\',':f‘;t;:)': 417,408
INCOME ITEMS 2019 2020 2021 2022 2023F 2024F 2025F
Net interest income 34,577 36,285 42,400 53,246 63,965 74,043 85,339
Net fee & commission income 4,307 6,607 7,407 6,839 7,181 7,899 7,305
Other non-interestincome 6,846 6,170 6,917 7,997 8,941 10,910 12,955
Total operating income 45,730 49,063 56,724 68,083 80,088 92,853 105,599
Growth (%) 16.4% 7.3% 15.6% 20.0% 17.6% 15.9% 13.7%
Operating expenses (15,818) (16,038) (17,574) (21,251) (23,376) (26,181) (28,799)
Profit before provision & tax 29,913 33,024 39,149 46,832 56,712 66,672 76,800
Provision for credit losses (6,790) (9,975) (11,761) (9,464) (12,490) (14,489) (16,807)
Profit before tax 23,122 23,050 27,389 37,368 44,222 52,184 59,994
Profit attributable to shareholders 15,901 16,523 19,537 27,673 32,393 38,215 43,827
Growth (%) 25.1% 3.9% 18.2% 41.6% 17.1% 18.0% 14.7%
Adjusted EPS (VND) 4,287 4,455 5,268 5,847 6,845 8,075 9,261
BALANCE SHEET ITEMS 2019 2020 2021 2022 2023F 2024F 2025F
Outstanding loans & corporate bonds 731,514 826,224 947,203 1,131,714 1,314,265 1,524,547 1,768,475
Growth (%) 16.2% 12.9% 14.6% 19.5% 16.1% 16.0% 16.0%
Customer deposit 928,451 1,032,114 1,135,324 1,243,468 1,429,989 1,658,787 1,924,193
Growth (%) 15.8% 11.2% 10.0% 9.5% 15.0% 16.0% 16.0%
Total assets 1,222,719 1,326,230 1,414,673 1,813,815 2,091,332 2,431,732 2,827,154
Shareholder’s equity 80,800 94,010 109,030 135,558 161,325 192,915 230,116
BVPS (VND) 21,785 25,347 29,397 28,644 34,089 40,764 48,624
KEY RATIOS 2019 2020 2021 2022 2023F 2024F 2025F
NPL 0.8% 0.6% 0.6% 0.7% 0.7% 0.7% 0.7%
NPL coverage 179% 368% 424% 317% 301% 301% 301%
NIM 3.1% 3.0% 3.2% 3.5% 3.4% 3.4% 3.4%
CIR 34.6% 32.7% 31.0% 31.2% 29.2% 28.2% 27.3%
Equity / Total Assets 6.6% 7.1% 7.7% 7.5% 7.7% 7.9% 8.1%
Adjusted ROA 1.4% 1.3% 1.4% 1.7% 1.7% 1.7% 1.7%
Adjusted ROE 22.3% 18.9% 19.2% 22.6% 21.8% 21.6% 20.7%
P/E (x) 26.3 25.3 21.4 15.1 12.9 10.9 9.5
P/B (x) 5.2 4.4 3.8 3.1 2.6 2.2 1.8
Dividendyield 0.9% 0.9% 1.4% 1.4% 1.6% 1.6% 1.6%
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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 (2023).All rights reserved. No part of this report may be reproduced in any manner without the prior written permission
of ACBS.
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