ACBS

VCB -
OUTPERFORM

July 2,2024

ACBS Research Department www.acbs.com.vn 1
Tel: (028) 7300 7000 (ext: 1049) Bloomberg: ACBS <GO>



http://www.acbs.com.vn/

ACBS

Hung Cao, CFA
(+84 28) 7300 7000 (ext: 1049)
hungcv@acbs.com.vn

VCB-OUTPERFORM

July 2,2024

BANK FOR FOREIGN TRADE OF VIETNAM (VCB)

We raise VCB's target price by 12% to VND98,000/share and upgrade our
recommendation from NEUTRAL to OUTPERFORM. Our target price is equivalent to

Recommendation OQUTPERFORM  12-month target P/E and P/B of 16.4x and 2.3x, respectively. VCB's profit outlook
HOSE: VCB improves thanks to credit recovery, expanded NIM and well-managed opex.

Banking Due to the high base of last year's period and the previous quarter, PBT in Q1/24

Current price (VND) 86,100 decreased 4.5% y/y and 8.3% q/q, reached VND10,718 billion. However, we see many

Target price (VND) 98,000 positive points in Q1/24 business results when most business segments recovered

compared to Q4/23.

Expected share price return +13.8%

Expected dividend yield 0.0% NIM Q1/24 decreased by 5 bps y/y but increased by 26 bps g/q, reaching 3.19%. We

Expected total return +13.8% expect VCB's NIM will continue to recover thanks to COF continuing to decline as last

Stock performance (%)

YID 1M 3M  12M
Absolute 7.2 -2.3 -10.2 0.6
Relative -4.7 -1.1 -7.8 -12.6

Source: Bloomberg

year's high-interest deposits matured, while VCB's lending rates are currently at a
notably low level (approximately 6.5%) and there is minimal pressure for them to be
reduced further.

Although outstanding credit balance decreased by 0.3% YTD in Q1/24, there were signs
of improvement in Q2/24. It was shared by the management that as of June 17, credit
growthreached 2.1% YTD and expected toreach 4.3% YTD growth by the end of Q2/24
and 12% for the whole year 2024.

NFlin Q1/24 decreased by 25.8% y/y but increased by 1.4% q/q. We forecast that NFI

vND 000 Price=Volume 000 shrs
100 4,500 for the whole year 2024 will increase by 5.5% y/y thanks to the improvement of the
95 4,000 payment and off-balance sheet loan collection segments following the recovery of the
zg ;:888 economy, while the banca segment is forecasted to continue to face difficulties.
3(53 ;:(5)88 Operating expenses in Q1/24 decreased by 4.2% y/y and decreased by 12.1% q/q. We
70 11888 expect VCB will strictly manage opex in 2024 (- 4.0% y/y) to protect their bottom line
65 “ H ‘ 500 profits. CIR (not deducting bonus and welfare fund provisioning) decreased from 31-
60 0 32% in previous years to 27.9% and is among the most efficient banks in the industry.
LI R VS S LG Ve
A R RN NN N Provision costs are forecast to increase by 98.6% y/y in 2024 because in the last year,
VCB reversed-provisioning more than VND5,100 billion for loans to another credit
. institution (likely to be Construction Bank). We also note that VCB still has nearly
Ownershlp VNDS5,000 billion in provision balance for loans to another credit institution and this is a
State Bank of Vietnam 74.8%  potential source of reversed-provisioning for VCB in the future.
Mizuho Bank Ltd 15.0% . . - .
We forecast that PBT in 2024 will reach VND45,394 billion, anincrease of 10.1% y/y.
Others 10.2%
(VND bn) 2021 2022 2023 2024F 2025F 2026F
Stock Statistics 02-July-24 Credit growth 15.1% 18.8% 10.7% 12.0% 15.0% 13.0%
Bloomberg code VCB VN NIM : 3.22% 3.46% 3.06% 3.22% 3.33% 3.33%
NFI proportion 25.3% 21.8% 20.8% 19.7% 18.5% 17.6%
52-weekrange (VND)  80,100-100,500  “5q5/ vy 15.6% 200%  -0.5%  11.5%  142%  11.3%
No. of shares (m) 5589 "CRR 31.0%  312%  32.4%  27.9%  26.8%  27.0%
Mkt cap (VND bn) 481,221 Net credit costs -1.31%  -0.90% -0.38% -0.67% -0.80% -0.80%
Mkt cap (USD m) 18,898 Profit before tax 27,389 37,368 41,244 45,394 50,828 56,081
Foreign room left (%) 6.7 growth 18.8% 36.4% 10.4% 10.1% 12.0% 10.3%
Est. free float (%) 55 _Profitattributable 19,537 27,673 29,742 33,759 37,507 41,384
3m avg daily vol (shs) 1,480,513 Adjusted EPS (VND) 5,268 5,847 5,321 6,040 6,302 6,953
BVPS (VND) 29,397 28,644 29,507 35,547 45,780 51,533
VND/USD 25464 77 jjusted ROA 1.4% 17%  1.6%  17%  17%  1.7%
Index: VNIndex /HNX  1254.56/238.56 Adjusted ROE 19.2% 22.6%  19.8%  18.6%  159%  14.3%
CAR (Basel 2) 9.5% 10.0% 11.4% 12.4% 14.9% 15.0%
P/E 24.6 17.4 16.2 14.3 12.8 11.6
P/B 4.4 3.5 2.9 2.4 1.8 1.6
DPS (VND) 1,200 1,200 = = = 1,200
Dividendyield 1.4% 1.4% 0.0% 0.0% 0.0% 1.4%
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Estimated issuance price and impact of 6.5% private placement deal

VCB is preparing for a private placement of 6.5% of charter capital to strategic
shareholder Mizuho and a number of other shareholders. The deal is expected to be
completedin Q1/25.1n2019, VCBissued a similar deal and the issuance price at that time
was equivalent to a trailing 12-month pre-money P/E of 16.0x and a post-money P/B of
2.8x. Based on the valuation of the previous deal, we estimate that issuance price this
time will be around VND96,000-100,000 per share.

The issuance will have many positive impacts on VCB's CAR as well as its credit growth
potential. Specifically, we expect CAR to improve by about 2% once the deal is
completed. Although VCB's current CAR (as of December 31, 2023: 11.4%) is enough to
meet the minimum requirement of 8%, improving the tier-1 capital willhelp VCB increase
its credit supply capacity to the economy while still meeting the more stringent capital
standards of Basel 3 in the future, while also creating room to pay cash dividends in the
comingyears.

However, with an increase of nearly 20% in equity capital, VCB will face pressure to
maintain its fairly good profitability. We forecast that VCB's ROE will decrease from the
current 20% to 15% by 2026 —equivalent to the industry average.
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Cost of funds fell rapidly but still had room for NIMrecovered
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7%
0,
6% 5.45% 3.5%
5% 3.19%
4% 3.0%
3% ,_-’\ A%
2% 2.5%
1%
0% 2.0%
DDA 0000 ANANAYAN AL AL AL A ADADAD AS
S T IR T T S S T T R S AR A AR R U AR URA U U R IR U R R U
ON\" Or,,\“' d,\"'d)\xo\,\'vo 8 6’00“\%0&0 Y d’\wo"\mo \’\'I/O Y d’\%o“\mo Y &\m o’t’\mo“\mo R Pl < LAl < e A e S
Yield on earning assets Cost of funds NIM
Source: VCB, ACBS Source: VCB, ACBS
CASA ratio recovered thanks to low interest rates NPL coverage ratio decreased to pre-Covid levels
40% 550%
38% 500%
36% 34.7%  450%
34% 400%
320 350%
0% 300%
(]
. 250%
28%
? 200%
26% 150% 199.8%
24% 100%
22% 50%
20% 0%
DO 9O 9O 0O 0 0 Q0N ANAY AV AV AV AV DDA DA DO 9D 9O 00 Q0 Q0NN AV AV AV AD DDA AN
WS SRR SR U AU U U U R U U U G R U U G U\ A SRR UGN VR U AR R U A G U G UL U
feNie < Gl e\l e\l e Llfe Al e il Ml e Ulfe Ll e il e Ml e Ul e il e Wlfe Uil c Ll e all e fealc e e alle Ml e Ll e Gl e\alfe Mile LA < Qe e il Ll Ll e\l e\l e Ll Ll e il g
Source: VCB, ACBS Source: VCB, ACBS
Overdue loan formation (including restructured Chart Title
loan) rised again in Q1/24 3.5%
o)
2:0% 3.0%
1.5% 2.5% 2.44%
n B
2.0%
1.0%
1.5% 0-9p%
9 0.35%
0.5% ° 1.0%
DO OO0 OO A A A AN b D AH A AN
RS AR LAURU AU UL AU AURU AU GAUR AT
-OS"/GOOOOOOOOOOOOOOOOOOOO D O OO 00O NN A AY AV AV D A A D A
’ WS SR U UGN U L AN IR A G L LR U A N U
fe\ie (e e e Wi e Ll Gl e el e \alfe Ll e Ll e\l Ml Lol e il e el e \alle Ll e Ol e d
-1.0% o, o,
o . Category 2 loan % mmm Restructured loan %
Overdue loan formation % == Average % = \PL % Provision %

Source: VCB, ACBS

ACBS Research Department
Tel: (028) 7300 7000 (ext: 1049)

Source: VCB, ACBS

www.acbs.com.vn
Bloomberg: ACBS <GO>



http://www.acbs.com.vn/

ACBS VCB—OUTPEREE)E(I;"I‘

e e
INCOME ITEMS 2020 2021 2022 2023 2024F 2025F 2026F
Net interestincome 36,285 42,400 53,246 53,621 60,619 70,229 79,057
Net fee & commissionincome 6,607 7,407 6,839 5,780 6,069 5,279 4,265
Other non-interest income 6,170 6,917 7,997 8,323 8,809 10,699 12,618
Total operating income 49,063 56,724 68,083 67,723 75,496 86,206 95,941
Growth (%) 7.3% 15.6% 20.0% -0.5% 11.5% 14.2% 11.3%
Operating expenses {16,038) (17,574)  (21,251)  (21,915) (21,038) (23,142)  (25,919)
Profit before provision & tax 33,024 39,149 46,832 45,809 54,458 63,064 70,022
Provision for credit losses (9,975) (11,761) (9,464) (4,565) (9,064) (12,236) (13,941)
Profit before tax 23,050 27,389 37,368 41,244 45,394 50,828 56,081
Growth (%) -0.3% 18.8% 36.4% 10.4% 10.1% 12.0% 10.3%
Profit after tax after Ml 18,451 21,919 29,899 33,033 36,357 40,710 44,917
Profit attributable to shareholders 16,523 19,537 27,673 29,742 33,759 37,507 41,384
Adjusted EPS (VND) 4,455 5,268 5,847 5,321 6,040 6,302 6,953
BALANCE SHEET ITEMS 2020 2021 2022 2023 2024F 2025F 2026F
Outstanding loans & corporate bonds 826,224 947,203 1,131,714 1,252,049 1,405,737 1,620,900 1,835,346
Growth (%) 12.9% 14.6% 19.5% 10.6% 12.3% 15.3% 13.2%
Customer deposits 1,032,114 1,135,324 1,243,468 1,395,698 1,535,267 1,704,147 1,908,644
Growth (%) 11.2% 10.0% 9.5% 12.2% 10.0% 11.0% 12.0%
Total assets 1,326,230 1,414,673 1,813,815 1,839,613 2,040,856 2,317,316 2,596,949
Shareholder’s equity 94,010 109,030 135,558 164,919 198,678 272,485 306,727
BVPS (VND) 25,347 29,397 28,644 29,507 35,547 45,780 51,533
KEY RATIOS 2020 2021 2022 2023 2024F 2025F 2026F
NPL 0.6% 0.6% 0.7% 1.0% 1.0% 1.0% 1.0%
NPL coverage 368% 424% 317% 230% 206% 179% 158%
NIM 3.0% 3.2% 3.5% 3.1% 3.2% 3.3% 3.3%
CIR 32.7% 31.0% 31.2% 32.4% 27.9% 26.8% 27.0%
Adjusted ROA 1.3% 1.4% 1.7% 1.6% 1.7% 1.7% 1.7%
Adjusted ROE 18.9% 19.2% 22.6% 19.8% 18.6% 15.9% 14.3%
CAR (Basel 2) 9.6% 9.5% 10.0% 11.4% 12.4% 14.9% 15.0%
P/E (x) 29.1 24.6 17.4 16.2 14.3 12.8 11.6
P/B (x) 5.1 4.4 3.5 2.9 2.4 1.8 1.6
Dividendyield 0.9% 1.4% 1.4% 0.0% 0.0% 0.0% 1.4%
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DISCLAIMER

Our Recommendation System

BUY : total stock returns (including dividend yield) over the next 12 months are forecast to be 20% or higher.
OUTPERFORM :total stock returns (including dividend yield) over the next 12 months are forecast to be from 10 to 20%.
NEUTRAL : total stock returns (including dividend yield) over the next 12 months are forecast to be between -10 and 10%.
UNDERPERFORM : total stock returns (including dividend yield) over the next 12 months are forecast to be from -10 to -20%.
SELL : total stock returns (including dividend yield) over the next 12 months are forecast to be -20% or lower.

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 OUTPERFORM or sell or soliciting offers to
OUTPERFORM 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, evenif 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 recommendationsin this reportreflect 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 personal investment 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 allinvestors. 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 (2024). 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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