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Vietnam Banks

Resilience being tested

Valuations price in our ‘ugly’ risks; time to add more
Strong headwinds will cause a significant slowdown in profit growth for
most VN banks in 2023; Yet, their ROEs remain largely attractive at 18.5%
on average. Our stress test indicates : (i) Vietnam banks won’t head into
an NPL-type crisis like 10 years ago; and ii) they just need up to 1.5 years
to clean up the potential NPLs under our ‘very ugly’ scenario (Refer to our
2023 Market Strategy). We thus believe the robust growth and the
profitability cycle of VN banks in the next 3-4 years is undisrupted. Current
valuations (1.3x FY22 P/B and 1.1x FY23E P/B) have largely priced in the
potential ‘ugly-scenario’ risks caused by property turmoil. Lessons from
2019-22 show that Buy-and-Hold quality banks (with capacity to deliver
c.18-20% ROE) at distressed valuations will be very rewarding. Hence, we
maintain a ‘Positive’ view on VN’s banking sector. Our Top Picks among the
universe of 17 listed VN banks are VCB, TCB and MBB (for Buy-and-Hold).
For investors with a shorter horizon, we highlight STB, BID, and HDB.

Withstanding strong headwinds in 2023

In the medium term, we see local banks are faced with headwinds from
slower credit demand and fee income, as well as pressure on NIM and from
provisioning. For the first three drivers, we believe this is just a slowdown
in a year with less favourable environment. For 3-4-year cycle, we still see
substantial room for VN banks to enjoy robust growth drivers (i.e. c.14%
credit growth, c.4% NIM and 20%+ fee income growth). For the asset-
quality/provisioning risk, we ran a stress-test to gauge the impact of the
property turmoil on VN banks. Our test indicates that even in the ‘ugly’
scenario (with potentially 20% of loans to developers and 10% of mortgage
book becoming NPLs), Vietham banks won’t head into a crisis as in 2011-
12. Stronger macro health, regulatory frameworks and loan-loss buffers
today can help local banks avoid a credit-cost shock. We estimate that
were the ugly scenario to occur, VN banks would need less than 1.5 years
to clean up the problem via provisioning, not 5-6 years it took previously.

Robust ROE cycle remains

Based on our analysis of management’s FY23E guidance and their capacity
to manage earnings (to achieve ROE targets), we estimated that aggregate
profit of the 17 VN-listed bank could grow c.13-15% YoY this year, vs. 32-
35% in 2021-22. As such, the average ROE of listed banks could see some
contraction to c.18.7% (vs. 20% in FY22). VCB, STB, HDB, EIB and BID could
be the outperformers in terms of growth. Despite overall deceleration in
profit growth, many VN banks could maintain above-20% ROEs, based on
our estimates and Bloomberg consensus (because their ROESs rose to a very
high level by FY22), including: VCB, MBB, ACB, HDB, STB, and VIB.

Valuations indicate more upside than downside risk
Even if penciling in an unrealistically bearish outlook that VN banks made
ZERO profit in FY23 (i.e. banks would use all their profit to clean up the
potential NPLs under the very ugly scenario) and just taking BVPS as of
end-2022 as the base to calculate the P/B, we see that most of the VN
banks are trading at near their 10-year bottoms. Hence, we strongly
recommend investors, who can take a long-term view beyond 2023 and
aim to ride on Vietnam’s long-term story of sovereign-rating upgrade to
‘Investment grade’ and stock market upgrade to ‘Emerging Market’ status,
accumulate VN bank stocks now.
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Vietnam Banks

Investment focus

Vietnam banks have generated excellent returns for Buy-and-Hold
positions over the past four years. Even taking into account the poor share
price performance in 2022 (which was mainly due to the retail investors’
misperception about banks’ asset quality and profit outlook rather than due
to banks’ actual results), most of the VN-listed banks have generated on
average 19-50% returns per year for ‘Buy-and-Hold’ investors during 2019-
22 (Please refer to Fig.29 below). This excellent return was driven by: (i)
strong ROE recovery since 2017 after the clean-up and restructuring during
2012-16; and (ii) strong valuation re-rating, driven both fundamentally by
banks’ improved financials as well as structurally by the VN stock market’s
improved liquidity (which increased 5x during 2018-21). Key questions for
2023 and the next 3 years are whether Vietnam banks’ ROE cycle will remain
robust/un-interrupted by the turmoil in the property sector, and whether
valuations (i.e. 1.3x FY22 P/BV on average) can be sustained and even re-
rated further. Our short answer is “YES”. We believe quality VN banks can
maintain robust ROE of 18% on average for the next 4 years (as per
discussion below). Solid macro fundamentals plus the stock market’s
continued development (including potential upgrade to ‘Emerging Market’
status) will result in significant upside for valuation re-rating. All in all, we
expect VN banks can generate an investment return of at least c.25% p.a.
on average for 2023-26. Superior returns will come from quality banks with
capacity to deliver strong ROE and trading at distressed valuations due to
the mass retail market’s misperception.

We maintain a bullish view that Vietnam banks remain in a robust ROE
cycle, driven by strong ROA and reasonable capitalisation regulations. VN
banks will deliver stronger growth and profitability than regional peer banks
in the next four years, thanks to two key factors: i) a stronger macro
backdrop and moderate penetration of financial services enables VN banks
to maintain steady mid-teen credit growth and robust fee income, which
underpins improving ROA (i.e. to c.2% on average, higher than the 1%
average ROA of most ASEAN markets and behind only Indonesian banks with
about 2.6% average ROA); and ii) reasonable regulations on capital
adequacy (i.e. Basel 2 standards) allow VN banks to maintain decent
balance-sheet leverage of around 9-10x, versus 5-6x for regional peers.
These two factors will enable VN banks to generate robust ROE of above
18% during 2022-25, in our view.

A key factor dragging down the VN banking sector’s valuation since 2H21
was the mass retail market’s concerns about asset-quality risk due to
Covid-19 and now due to turmoil in the property sector. With regards to
the Covid-19 impacts, we always maintained a contrarian view versus the
market’s, and local banks’ actual performance in 2021-22 has confirmed
our view. The Covid-19 impacts turned out moderate and fully manageable.
Now with regards to potential risks from the property turmoil, we agree
with the concerns of the market. Regulatory bottlenecks and corporate
bond rout have pushed the local property sector into a stress situation,
creating considerable pressure on banks’ asset quality. Yet, given recent
changes in government policies, we think the property sector can avoid a
meltdown. In addition, our stress test indicates that in an ugly scenario
(with potentially 20% of loans to developers and 10% of mortgage book
turning NPLs), Vietnam banks won’t enter into a crisis like in 2011-12.
Stronger macro health, regulatory frameworks and loan-loss buffers today
can also help local banks avoid a credit-cost shock. We estimate were the
‘ugly’ scenario to occur, VN banks would need less 1.5 years to clean up the
problem via provisioning, not the 5-6 years it previously took.

We expect a temporary slowdown in VN banks’ earnings growth in FY23E
due to several headwinds, including: slower credit growth (around 12.5%
YoY for 2023) due to weaker demand, slower fee income due to regulators’
review of bonds and bancassurance businesses, NIM contraction (by c.40bps)
due to pressure on lending yields, and less room for lowering provisions. We
estimated that aggregate profit of the 17 VN-listed bank could grow c.13%-
15% YoY only this year, vs. 32%-35% in 2021-22. Upside to our estimates may
stem from stronger recovery in credit demand in 2H23 and less-than-
expected NIM contraction. Accordingly, the average ROE of listed banks
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For Buy-and-Hold positions, VN banks have
generated 19-50% returns p.a. for 2019-22,
and they can yield at least c.25% p.a. in the
next 4 years. Quality banks trading at a
discount can offer superior returns of over
30%, in our view.

Vietnam banks’ robust ROE profile:
Improving ROA (i.e. 2% on average)

* decent leverage (i.e. TA/TE of 9-10x)
= above 18% ROE

Our stress test indicates that Vietnam
banks won’t enter into a crisis as in 2011-
12. We estimate if the ugly scenario was to
occur, VN banks would need less 1.5 years
to clean up the problem via provisioning,
not 5-6 years as previously. Hence, we
believe VN’s strong ROE cycle continues.

VN-listed banks’ earnings growth would
slow down in FY23E due to temporary
headwinds; Yet average ROE would remain
at a robust level of c.18.7% (vs. 20.2% in
FY22), in our estimate.
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could see some contraction to about 18.7% in FY23 (vs. 20.2% in FY22).
Several VN banks could still maintain over 20% ROE, based on our estimates
and Bloomberg consensus, including: VCB, MBB, ACB, HDB, STB, and VIB.

Valuation has priced in the headwinds and largely our ‘ugly’ risks, in our  we strongly recommend investors [who can
view. VN’s banking sector has been unduly penalized by the mass retail tqke a long-term view beyond 2023 and aim
market’s misperception about its asset quality and profitability during Covid  to ride on Vietnam’s long-term story of
in 2H21-1H22. Then another steep correction along with the overall market  sovereign-rating upgrade to ‘Investment
crash caused by the corporate bond rout in 4Q22 has pushed VN banks’ Grade’ and stock market upgrade to
valuations down to distressed levels near a 10-year low. VN banks are ‘Emerging Market’ status] accumulate VN
trading at 1.3x FY22 P/BV and c.1.1x FY23E P/BV on average, which is  pank stocks now.

undemanding in relation to their robust ROE profiles.

We are also aware of the fact that given on-going mixed views and
misperception of the broad market (where retail investors make up 88% of
market turnover), money flows into a big sector like banking (which
represents 30% of the benchmark VNIndex) won’t likely recover quickly to
the hay days like in 2020-1H21. Hence, it will take time for a steady and
clear re-rating across the whole banking sector. But lessons from 2019-22
show that buying and holding quality banks (with capacity to deliver c.18-
20% ROE) at distressed valuations will be very rewarding. We believe there
is more chance for valuation re-rating than de-rating over a 4-year horizon.
Hence, it is time for longer-term investors to accumulate/add more VN
banks. Our Top Picks remain TCB, VCB and MBB, which we believe are still
the ‘champion’ banks of Vietnam in the long run. These banks are trading
at distressed (i.e. TCB) or very reasonable valuations (VCB and MBB) while
having strong capacity to generate over 18% ROE on average over the next
4-year cycle, in our view. For medium-term investors and more active
trading positions, we highlight a few banks that have exciting stories to
attract the mass retail market’s attention: STB, BID and HDB.

Figure 1: Vietnam listed banks - Peer comparison
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Source: Bloomberg, Maybank IBG Research (as of 20 April 2023)
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2. Asummary of key headwinds in 2023

Headwind

Market worries

Our thoughts

1. Worries about
contagion risk from
global bank failures

S\,b \33/ Blhoonvalley

Bank Run '23

= Some pointed at the
drop in CASA as a signal
of liquidity stress, which
may put some VN banks
in SVB’s situation.

= General concerns about
banks’ bond holdings and
potential mark-to-
market losses.

= Most VN banks have to manage liquidity strictly and report liquidity ratios
daily to the SBV. We see liquidity ratios of local banks remain reasonable
under normal circumstances.

= SBV de facto provides guarantees for all depositors, and tries to prevent
bank-runs by all means (including media propaganda and other
administrative tools). Even Saigon Commercial Bank (SCB), a zombie bank,
received SBV’s backup to avoid a bank-run in 2022.

= Amount of G-bonds holding is not too big, and VN banks don’t have to make
provisions for G-bonds based on current regulations. Corporate bonds could
temporarily avoid mark-to-market loss by keeping them in ‘Hold-to-
Maturity’ book. We think in the next two years, when the regulator
establishes an official secondary market for corporate bonds, there will
then be benchmarks for mark-to-market accounting of the corporate bond
holdings.

2. Credit growth
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= Decelerating credit
growth, as indicated by
1Q23 macro data.

» High credit/GDP level
means less room for
strong credit growth as
in the past 5 years.

= We expect around 12.5% credit growth this year. Unfavourable factors
(i.e. weak demand and high interest rates) are temporary and will retreat
in the next 9 months.

» VN remains the market with the highest credit growth in ASEAN.

= Gross Credit/GDP ratio is relatively high; but if we break it down into two
components (retail and corporate), there is clearly room for strong
growth over the next 3-4 years before decelerating.

3. NIM

» The mass market has
worried about NIM
contraction since early
2022 due to rising
deposit rates.

= We were not worried about this in 2022. In fact, VN banks denied the
market concerns in FY22 by showing 40bps NIM expansion thanks to them
passing the rise in CoF to borrowers.

= In FY23, we think NIM will contract because of limited capacity to pass on
the higher costs. Banks are likely to have to reduce lending rates faster to
support their clients. Meanwhile, average Cost-of-Fund may reduce slower
due to competition to retain depositors, banks’ need to strengthen LDR,
and SML ratios for potentially stricter regulations, and still high cost of
borrowing offshore...

= Factors to support NIMs: further expansion in retail-loan mix and CASA mix.

= Allin all, we don’t expect an abrupt NIM contraction, but about 40bps (or
10% decline) at most in FY23E. There is upside risk to our forecast if CoF
can actually decline faster. According to some banks' management, NIMs
are even projected to stay largely stable.

4, Regulator’s
reviewing
bancassurance
business
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= Growing discussions
about mis-selling of
insurance products by
bankers. Growing Media
m headlines about
mispresenting
bancassurance, creating
a negative public image
about this business.

= Regulator is likely to
accelerate
investigations and
control of bancassurance
in 2023.

= Bancassurance has just taken off in Vietnam over the past four years. In
fact, there are mis-selling practices by some bankers. That’s why the
policy-surrender rate in the second year is rather high in Vietnam for
now, i.e. 40-60%.

= Like what happened to the bond market, VN regulator is likely to make
interventions, introducing tighter regulations on the bancassurance
business. This, together with reversed wealth effects due to bond defaults,
will affect demand for insurance in the short to medium-term, thus
affecting bancassurance growth. In fact, banks are shifting KPIs for their
staff from banca sales to other products (i.e. new account opening and
credit cards etc).

= Bancassurance in the long run remains a huge market for VN banks to
expand fee income, in consideration of currently low life-insurance
penetration rate (1.9% vs. regional average of 4.2%) and bancassuruance
contribution in VN (20% of total annual premium vs. regional level of above
50%).
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Headwind

Market worries

Our thoughts

5. Pressure on
asset quality

/750
NAL

= The market has kept worrying
about NPL risks since 2021,
due to Covid-19 impact and
now due to turmoil in the
property sector.

= Worries about surging NPLs
from both lending to
developers and mortgages,
especially due to on-going
stress faced by the second-
largest developer, Novaland -
Vietnam’s version of China
Evergrande (3333.HK, Not
Rated, CP HKD1.65).

= With regards to the Covid-19 impact, we always maintained a
contrarian view versus the market, and local banks’ actual
performance in 2021-22 has confirmed our view. The Covid-19 impact
turned out to be moderate and fully manageable.

= Now with regards to potential risks from the property turmoil, we
agree with the concerns of the market. Regulatory bottlenecks and
corporate bond rout have pushed the local property sector into a stress
situation, creating considerable pressure on banks’ asset quality. Yet,
given recent changes in government policies, we think the property
sector can avoid a meltdown.

= |n addition, our stress test indicates that in an ugly scenario (with
potentially 20% of loans to developers and 10% of mortgage book
turning into NPLs), Vietnam banks won’t enter into a crisis like in 2011-
12.

= A stronger macro position, regulatory frameworks and banks’ loan-loss
buffer today can also help local banks avoid a credit-cost shock. We
estimate that were the ugly scenario to occur, VN banks would need
less than 1.5 years to clean up the problem via provisioning, NOT 5-6
years as previously.

6. Earnings growth

= Due to concerns about asset
quality since 2021, the mass
retail market has been
concerned about decelerating
profit growth of the banking
sector.

= Now with new concerns about
credit growth, NIM and fee
income... they think the
banking sector’s profit growth
outlook is no longer exciting.

= Look at sustainable ROE level, not just profit growth. As debated
since our 2021 VN Bank Strategy update, we opined that VN banks’
earnings growth should decelerate, because they had pocketed very
strong growth over the past three years, which has enabled VN banks
to scale up their profit base and reached very robust ROE levels. Each
bank management, after having reached a very robust ROE level (i.e.
20-28%), will proactively manage profit growth in order to sustain the
ROE levels.

= In consideration of all key earnings drivers as discussed above, we
estimated that aggregate profit of the 17 VN-listed bank could grow
c.13-15% YoY this year, vs. 32-35% in 2021-22. Upside to our estimates
may stem from a stronger recovery in credit demand in 2H23 and less-
than-expected NIM contraction. Accordingly, the average ROE of listed
banks could see some contraction to about 18.5% in FY23 (vs. 20% in
FY22). Several VN banks could still maintain above 20% ROE, based on
our estimates and Bloomberg consensus, including: VCB, MBB, ACB,
HDB, STB, and VIB.
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2.1 Credit growth heads for a temporary slowdown

By March 2023, sector-wide credit growth in Vietnam decelerated to only
11% YoY, as demand for credit has been seriously dampened by high interest
rates, slowdown in manufacturing due to declining new orders, a weaker
income outlook, and a frozen property market.

Figure 2: Vietnam’s credit growth in 1Q23 slowed down to near-Covid level
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We expect that under the base case, lending rates will substantially ease
from 3Q23. This, along with gradual recovery in manufacturing activities,
will result in stronger credit growth in the latter part of 2023.

For the whole year, we project sector-wide credit growth would stay at
around 12.5% before recovering to c.14-15% in 2024-25.

Figure 3: VN’s credit growth should stay at around 12.5% in Figure 4: VN banks still enjoy the strongest credit growth

2023 before recovering to 14-15% in 2024-25 among regional peers
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With regards to the general market’s concerns that Vietnam’s Credit-to-
GDP ratio (122% by 2022) has reached very high levels (hence, it may limit
the room for strong credit growth), our view is quite different:

i) The Credit-to-GDP ratio is too gross and not a reliable indicator, as
we observe that many other economies have been sitting on much
higher ratios of above 150% for many years so far. In markets like
Vietnam, where banks essentially are the only channel to fund
economic growth due to a primitive capital market, the total Credit-
to-GDP ratio tends to be high. The question to ask instead should be
how the credit is allocated and underwritten.

Figure 5: VN’s rising Credit-to-GDP ratio has been driven by
retail lending

€ Maybank

Figure 6: Credit-to-GDP ratios of different economies
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ii) Both Corporate debt/GDP and Household debt/GDP of Vietnam
remain at healthy and reasonable levels. Compared to other markets,
there remains substantial room for strong growth in the next 5-year
cycle at least, in our view.

Continued rising income that organically expands room for growth of
traditional retail banking (targeted at middle-income population and
upper) coupled with the adoption of digital banking initiatives (that
allows deeper penetration into mass population) will support
continued strong growth in retail lending in Vietnam for several years
to come.

Figure 7: Vietnam’s Corporate Debt/GDP (est.67%) remains

Figure 8: Vietnam’s Household debt/GDP ratio (55%) also
healthy versus global markets.

remains reasonable compared to global markets.
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2.2 NIMs about to contract from ‘very good’ to ‘good’

levels

Vietnam banks enjoyed steady NIM expansion over the past four years and
reached very good NIM of 4.5% on average in 2022, thanks to: i) expanding
retail loan mix (resulting in lending yield improvement); and ii) higher CASA
mix and falling deposit rates (causing a significant drop in their average cost
of funds during 2020-21).

@ Maybank
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Figure 9: Vietnam banks enjoyed robust NIM, driven by better assets and funding mix coupled with falling deposit rates during

2019-21

I_ ____________________ 1

Net interest margin (annualized) 2012 2013 2014 2015 2016 2017 | 2018 2019 2021 2022 :
T

Listed banks' average 3.70% 3.05% 3.13% 3.38% 3.43% 3.62% 13.84% 4.14% 4.29% 4.53% :
T

VCB 2.94% 2.60% 2.40% 2.58% 2.67% 2.70% | 2.90% 3.11% 3.25% 3.53% :
1

BIDY 3.18% 2.90% 3.20% 2.74% 2.72% 3.00% | 3.00% 2.83% 3.01% 3.07% :

TCB 3.31% 3.00% 3.90% 4.37% 4.17% 3.90% : 4.20% 4.46% 5.82% 5.37% :

CTG 4.06% 3.60% 3.00% 2.80% 2.78% 2.80% : 2.10% 2.92% 3.10% 3.03% |

|

VPB 3.87% 4.50% 4.40% 6.31% 7.75% 8.90% : 9.00% 9.61% 7.81% 7.64% |

1

MBB 4.57% 3.76% 3.70% 3.78% 3.71% 4.30% : 4.61% 5.11% 5.34% 6.03% |

1

ACB 3.72% 2.90% 3.00% 3.35% 3.44% 3.60% I 3.70% 3.69% 4.25% 4.45%
1

HDB 2.25% 0.60% 2.10% 3.67% 4.15% 4.10% 1 4.10% 4.76% 4.49% 5.21% :
1

5TB 5.33% 5.00% 4.30% 2.94% 1.57% 1.80% | 2.40% 2.54% 2.66% 3.43% :
1

TPB 3.97% 2.70% 2.50% 2.32% 2.47% 2.99% | 3.80% 4.28% 4.57% 4.20% :

EIB 3.13% 1.80% 1.80% 2.61% 2.73% 2.10% : 2.40% 2.21% 2.31% 3.41% :

VB 4.01% 3.20% 3.30% 3.14% 3.05% 3.20% : 3.90% 4.21% 4.82% 5.00% :

: |

Lending yield :; 8.4% 8.9% 7.5% 8.1% :

CoF “I 4.6% 4.8% 3.6% 3.8%

|

! I

Retail loan *I 41% 49% |

CASA mix 3 20% 20% 23% 20% :

I |

Source: Banks

In the medium term, as deposit rates have surged (since 4Q22, refer to
Fig. 10 below), coupled with high borrowing cost offshore, the listed banks’
average cost-of-funds is likely to remain high. Meanwhile, it is harder for
banks to pass on the cost to borrowers now due to weaker credit demand.
Hence, we expect VN banks’ NIM is destined to contract.

Figure 10: Surge in deposit rates from 4Q22 due to liquidity crunch and unexpected direction in LDR supervision
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Source: GSO Vietnam, Maybank IBG Research compiled
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But we don’t expect an abrupt NIM contraction, because we believe VN
banks have strong fundamental buffers to defend NIMs, including room for
a higher retail loan mix and CASA mix. Current retail loans normally carry
favourable fixed rates for the first several months (i.e. 6-12 months) before
turning into floating rates based on the bank’s long-term deposit rates plus
a margin (i.e. 3.5-4.5%).

We expect average NIM of listed banks to contract by about 40bps only to
stay at c.4% in FY23E. In fact, some banks guided us that their NIMs would
remain stable or may contract by only 10-20bps this year. As such, VN banks’
NIMs remain among the best in the region.

@ Maybank

Securities

Figure 11: VN banks enjoyed robust NIMs, behind only Indo’s Figure 12: Projection of VN banks’ NIM (YoY change in bps)
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In the longer run (i.e. the next 3-4 year horizon), we believe continued
improvement in the retail loan mix and CASA mix will enable VN banks to
preserve good NIMs (3.8-4%) before entering a ‘saturation’ phase and seeing
NIMs converge to regional levels of 2.2-3.0% only.

Figure 13: VN bank’s improving loan mix with more shift to  Figure 14: VN banks’ CASA mix has substantial room to expand

retail lending further
Total loans % TA Corp loans Retail loans
ViB 232,048 68% 10% 90% Avg. CoF (FY21) Avg. CoF (FY22) A CASA mix
ACB 413,706 68% 35% 65% 8% TH banks® ave. CASA mix: 75%
VPB 439,238 70% 1% 59% oIS ICICIoIIIIIIIIIIIIiiio---coci------1
TPB 161,175 49% 2% 58% L 1D and PH banks' avg. CASA mix: 70% |
STB 438,753 74% 2% 58% 6% - a1 SG banks’ ave. CASA mix: 5%
EIB 130,506 71% 46% 54% N
___\PB_ 23767 % a7%____ 5% 5% T A
! TCB 420,634 60% 51% 49% | a% A
| MBB 461,594 63% 52% 48% | 225
' veB 1,145,066 63% 53% 47% | 3% - A 19% 0% gy 19 18%
| HDB 263,856 63% 54% 46% 1 A AL A s
' BID 1,522,229 72% 57% 3%,  * O T‘ % 5
| ocB 119,803 62% 59% 41% ! 1% - A r A,
\ CTG 1,274,822 70% 63% 37%
: MSB 120,644 5?% 69% 31%: o - ——————————]
! SSB 153,956 67% 76% 24% ! L “33’ CRCLLRLIIFLRLELY
L__SHB __ ____ 38633 ___70%_ ____ 8% __ __ 2 22%
Source: Banks Source: Banks
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2.3

Bancassurance: Encountering regulatory hiccups, but its
growth outlook remains strong in view of secular
growth drivers

Rising fee income has emerged as an important driver of Vietnamese banks’
ROA improvement over the past four years. Compared to the Fees/Total
Assets ratio of Thai and Indonesian banks, we see significant room for
Vietnamese banks to improve this ratio further and thus their ROAs.

We forecast leading banks to maintain c.25% fee income growth (CAGR) in
the next five years vs. c.12-14% asset growth, which would result in the
increase in Fees/TA ratio from c.0.6% on average currently to about 1% in
five years. Bancassurance has become a key driver of fee income growth,
accounting for 25-55% of listed banks’ total fee income.

Securities

Figure 15: VN banks’ Fees/Total assets ratio remains low Figure 16: Some leading banks managed to increase fee income

compared to regional banks

via bancassurance and bond-underwriting business

1.2%

2018 = 2021 (Ranked by assets) Total FY22 Fees Fees/TA 2015-20
1.0% assets (VND b) (annualize Fee
(VND b) d) CAGR
. BID 2,120,528 5,659 0.3% 14%
0.8% VCB 1,814,188 6,839 0.4% 20%
CTG 1,809,189 6,089 0.3% 23%
0.6% MBB 728,532 4,136 0.6% 34%
TCB 699,033 8,527 33%
. VPB 631,074 6,438 1.0% 33%
0.4% ACB 607,875 3,526 0.6% 25%
STB 591,994 5,194 0.9% 24%
0.2% SHB 550,904 882 0.2% 37%
HDB 416,273 2,957 0.7% 48%
0.0° VIB 342,799 3,188 0.9% 53%
o > TPB 328,634 2,692 0.8% 69%
5P & & & P & LPB 327,746 1,662 0.5% 123%
G & & q¢°¢q I MsB 212,776 1,112 0.5% 62%
W of - & <F & ocB 193,994 1,014 0.5% 84%
q"(‘
Source: Bloomberg Source: Banks
In the medium term (next 12 months), we should see some tightening
measures by the regulator on bancassurance business due to increasing
complaints about bankers mis-selling insurance products. Like what
happened to the corporate bond market, it will take some time for banks
to strengthen their bancassurance in accordance with new regulations. In
addition, the demand for insurance products is likely to be weaker in the
medium term due to a less robust income outlook and reversed wealth
effects amid the corporate bond turmoil.
We expect growth in bancassurance fees to decelerate from 35-50% p.a. to
around 15% only for most banks in FY23E.
Figure 17: Bancassurance sales dropped notably in 1Q23
450 56% .
400 » 45% a9
+
350 15% . ¢ 12%
300 ax e 8% . .
250 Py a5 - 74
Y - i
200 . . . 345 -38%
150 615 * ) »
1Un . ';"11: -E:IH‘:
.
50 »
5TB VPE MBB ACE HDEB CTG VCE LPE TCE MSB VIE EIBE OCE TPB SS5B SHE
1023 w1022 +YoY growth
Source: Banca Homies
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In the longer run (beyond 2023 and through 2025), we have no doubt that
robust growth in bancassurance will resume and grow by above 20% p.a.

Industry experts forecast life insurance premiums can continue to grow at
a 20% CAGR in the next five years, which would raise the country’s
penetration ratio to close to 2.5% by 2025, achieving the target set by

Vietnam’s insurance regulator (i.e. the Ministry of Finance).

Figure 18: Life insurance in Vietnam has large potential for growth given the low penetration rate
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Source: GSO Vietnam, Association of Vietnam Insurers, Swiss Reinsurance

In addition, bancassurance will play an increasingly important role in driving
the sector’s growth. Currently, bancassurance contributes only about 20%

(2022, vs.

10% in 2017) to the total sector premiums. Thanks to

strengthened partnerships between banks and insurers via exclusive
frameworks, we expect bancassurance contribution to surge in the next five
years. In developed markets, bancassurance contributes 50-70% to total life
premiums annually; or in the Thai market (as a closer reference point),

bancassurance contributes about 45%.

If we conservatively forecast the life insurance penetration rate increases
to 2.2% in Vietnam and bancassurance contribution rises to 30% by 2025,
this would imply bancassurance sales growth of 32% CAGR in Vietnam over
2022-25, which we believe would materially underpin robust bancassurance

fee growth for VN banks.

Figure 19: Significant bancassurance growth potential for VN banks

FY22 FY25E CAGR

Nominal GDP (VND tr) (1) 9,513 12,320 9.0%
Life penetration rate (2) 1.9% 2.2%

Life insurance premium (VND tr) [(3) = (1) * (2)] 178 271 15.1%
Banca mix (4) 20% 30%

Banca premium (VND tr) [= (3)*(4)] 36 81 32%

Source: GSO Vietnam, Maybank IBG Research
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2.4 Asset quality withstands headwinds from property
market turmoil; But we expect no shocks to
provisioning rates.

A brief recap:

In addition to prolonged regulatory bottlenecks in project licensing since
2018, abrupt policies/actions in the corporate bond market and the surge
in interest rates in 2022 have taken a serious toll on the local property
market in terms of funding and demand.

Concerns about rising delinquency rate in property loans emerged notably
since Nov 2022, especially during Feb-March 2023 when there were 69 bond
defaults, including those by Novaland which is seen as the second largest
property developer in Vietnam.

Given Novaland’s wide footprint in the residential segment and its deep
linkage to the banking sector and capital market (via bank loans, bonds
and stocks), the market started to worry about a potential surge in NPLs
from property loans (not only loans made to Novaland but to other
developers too), and this escalated to NPL concerns about mortgages.

The market run away from banks which are deemed having huge exposure
to corporate bonds and property lending.

Our thoughts:

We agree with market concerns that pressure from the property market
turmoil could affect the outlook for the banking sector’s asset quality. Key
questions that we are seeking answers to now include: (1) how the
property sector will emerge from this turmoil; (2) would this potential NPL
pressure cause the VN banking sector to enter into a serious NPL crisis;
and (3) how would it impact banks in terms of provisioning outlook?

(1) Frankly, we don’t have a concrete answer to the first question. But we
observed and believe the VN government will take action to prevent a
collapse in the property sector. Borrowing from China’s experience
(when a mortgage boycott happened in June 2022 and the Chinese
government started to take action to save the property market from
Nov 2022), the Vietnamese government has also started to take action
from Dec 2022 to gradually release stress in the sector (Refer to
summary of policy moves and actions below - Fig.20).

Thanks to these early interventions, we think the possibility of an “ugly
scenario” (where NPL ratios from property lending could surge like in
2012 + rising NPLs from mortgages) has been notably reduced. Yet, we
see the outlook remains fluid as the key to the situation (i.e. addressing
regulatory bottlenecks) remains unclear in terms of timeline and action
agenda. Hence, we think concerns about potential NPLs from the
property sector will remain.

April 21, 2023 12
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Figure 20: Policy moves and actions to “save” Vietnam’s corporate bond market and property sector

Date Key policy actions

Objectives and targets

17-Nov-2022 Decision 1435/QD-TTg

Set up a task-force under the prime minister to review and address
bottlenecks and obstacles for real estate projects

5-Mar-2023 Decree 08/2023/ND-CP

Amend regulations on corporate bond issuance with some
relaxations/transitional terms to rebuild the corporate bond market

11-Mar-2023 Resolution 33/NQ-CP

Set out directions for healthy and sustainable development of the property
market.

rate hike in Sep 2022

14-Mar-2023 SBV cut policy rates for the first time since

Lower discount rate by 1ppts.

14-Mar-2023 Decision 235/QD-TTg

Set up 5 task forces to work with ministries and provincial authorities in

investment.

order to facilitate and speed up the infrastructure projects/public

15-Mar-2023 National Assembly started collecting opinions
on the 2" draft of the Land Law

Seek opinions from the public on 12 groups of content, including: land
acquisition, compensation, resettlement policies...

27-Mar-2023 Draft amendments to Circular 16/2021/TT-

Amend conditions (i.e. slight relaxation) for banks to purchase corporate

NHNN bonds
31-Mar-2023 SBV cut policy rates for the second time in a Lower the refinancing rate and the cap on below-6-month term deposit
month, marking a real policy pivot rates by 0.5ppt.
3-Apr-2023 Decision 338/QD-TTg Approval of the project “Building at least 1 million social-housing units for
low-income and workers in industrial parks by 2030”.
3-Apr-2023 Decree 10/ND-CP Amend and supplement a number of articles of Decrees guiding the

implementation of the Land Law (taking effect from May 20, 2023)

challenges in 2023

17-Apr-2023 SBV gets opinions on a draft on debt
moratorium to support local borrowers through

until 31-Dec-2023.

Banks are allowed to reschedule the repayment of debts (principal and/or
interests) for borrowers faced with external difficulties up to 12 months.
This is applied to loans for production/business purposes that were
disbursed before 8-Apr-2023 and have principal/interest due in the period

Source: Maybank IBG Research compiled

(2) From a top-down approach, our analysis and estimates suggest
Vietnam’s economy and its banking sector will not head into an NPL
crisis like it did 10 years ago. (Refer to Fig.21 below)

In addition, our stress test (using a potential NPL ratio of 20% for loans
to developers and 10% for mortgages - which we think is stress enough
to buffer market concerns about banks’ other off-balance sheet
exposure to corporate bonds and the property sector) also indicates
that most VN banks, thanks to better loan-loss buffer and stronger
collateral assets, may need less than 1.5x years to fully clean up the
potential NPLs and return to a normal growth trajectory, NOT 5-6 years
as the previous clean-up took. (Refer to Fig.23 below).

Figure 21: Top-down approach: Vietnam’s macro health today is much better than 10 years ago, which could buffer and help
prevent a total meltdown of the property sector.

2012 context

2022 context

Sovereign rating

Economic growth

Inflation

FX pressure
FX reserves

Interest rates

Overall banking health

(CAR, Liquidity, NPL, LLR)

NPL level

Loan loss coverage level
Lendings to property developers

Property-loan NPL

BB- (S&P)
Below 6% GDP growth during 2011-2014

High inflation (18% in 2011, 7% in 2012, 6% in 2013)

From high inflation
$20b
13-22% lending rates
Policy rates: 9-14%, due to inflation pressure

Facing mini-NPL crisis

4.3% on BS | 17.2% all-in
65%

13-14% total credit
16.1%

8% in 2022, 6.5% in 2023, likely above 6% in 2024-

BB+ (2 notches higher)

25
2-4% inflation in 2021-23

From strengthen USD
$100 b
Lending rates: 8-9%
Policy rates: 4-6%, due to FX pressure

Resilient
1.7% on BS | 4% all-in
177%
around 7% of total credit
1.7%

Source: GSO Vietnam, Maybank IBG Research
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Figure 22: Top-down approach: The potential “ugly scenario” (due to problems from the bond and property markets) would not

create an NPL mountain as it did in 2011-12, in our view.

VN banking system's all-in NPL ratio

20% -+
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14% - and property loans
went bad, this would

12% 4 create additional 4%

T S = NPL

8% - 7.4%

6% - 4.6%

5 - 3.7% 3.8 4.0%

2% -

0% T . T T T T T . . . - )

2012 2013 2014 2015 2016 2017 2018 2019 2020  Jun-21 Dec-21  1H22

Source: SBV, Maybank IBG Research

Figure 23: VN banks have good buffer to absorb the shocks and need c.1.5 years to clean up the trouble assets under the
“ugly” scenario, according to our stress test

Net potential loss

L=h il : (Minus collateral g FY23E Credit

% total assets at = cost (minug

foans 20.0% % i 40% hair-cut pavailable LLR
TCB 108,906 25.9% 189,656 45.1% 21,781 18,966 40,747 16,299 4,792 3,817 | 15,324 3.6% 4.6% 0.9
viB 3,801  1.6% 109,991 47.4% 760 10,999 11,759 4,704 3,065 5,687 i 4,704 2.0% 3.6 0.7
VPB 67,594 15.4% 82,924 18.9% 13,519 8,292 21,811 8,724 13,683 25,137 i 8,724 2.0% 6.1% 1.8
0oCB 13,059 10.9% 19,169 16.0% 2,612 1,917 4,529 1,811 1,582 2,671 E 1,811 1.5% 3.1% 0.7
MSB 10,399 5.6% 18,784 15.6% 2,080 1,878 3,958 1,583 1,431 2,057 | 1,583 1.3% 3.4% 0.4
TPB 10,170  6.3% 40,294 25.0% 2,034 4,029 6,063 2,425 1,834 1,357 i 1,948 1.2% 4.1% 0.4
HDB 21,109 8.0% 34,180 13.0% 4,222 3,418 7,640 3,056 3,012 4,404 E 3,056 1.2% 3.4% 0.6
SHB 31,495 8.2% 30,679 8.0% 6,299 3,068 9,367 3,747 7,282 9,740 i 3,747 1.0% 29% 0.7
STB 9,214 2.1% 76,343 17.4% 1,843 7,634 9,477 3,791 5,652 4,299 | 2,438 0.6% 23% 1.1
ACB 4,865 1.2% 82,741 20.0% 973 8,274 9,247 3,699 4,850 3,045 E 1,894 0.5% 28% 0.2
MBB 21,372 4.6% 132,939 28.8% 4,274 13,294 17,568 7,027 11,989 5,031 i 69 0.0% 4.7%
VCB 45,803  4.0% 296,572 25.9% 9,161 29,657 38,818 15,527 24,779 7,808 i (1,444) -0.1% 2.9% -
CTG 63,741  5.0% 142,744 11.2% 12,748 14,274 27,023 10,809 29,764 15,79 (3,159) -0.2% 2.5% -
BID 36,533 2.4% 223,959 14.7% 7,307 22,396 29,703 11,881 38,198 17,622 i (8,695) -0.6% 2.2% -

Source: Banks, Maybank IBG Research

Taking into account current NPL levels, current loan-loss coverage and
supportive regulations (i.e. draft Circular allowing debt moratorium and
spreading out needed provisions for borrowers hit by difficulties in 2023),
we believe VN banks will not experience a shock in terms of credit-cost rate
/ provisioning rate. We expect VN banks will maintain c.1.4-1.5%
provisioning rates in FY23E.
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Figure 24: Average credit-cost rate (or provisioning rate) of 17 VN-listed banks
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remains robust

Earnings growth decelerates but ROE

As illustrated in our VN Bank Strategy reports since November 2021, we
opined that VN banks’ earnings growth would have to decelerate, because
they had pocketed very strong growth in previous years. Still, 17 listed
banks on aggregate delivered more strong profit growth of 33% YoY for FY22.
Strong profit growth over the past three years has enabled VN banks to scale
up their profit base and reach very robust ROE levels.

Figure 25: VN banks have delivered strong profit growth since 2017, which lifted their ROEs to very robust levels
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In practice, each bank’s management aims to achieve certain profit growth
annually to meet their ROE targets. Hence, after having reached very robust
ROE levels (i.e. 20-28%. Refer to Figure 26 below), they will proactively
manage profit growth in order to sustain their ROE levels. They will do that
by making extra provisions to build up their buffer for unexpected credit
loss in the future. Then during challenging times like in 2H22 or FY23E, we
believe banks will tap their loan-loss reserves to provide a buffer against
potential pressure on asset quality and manage their bottom-line earnings

to achieve ROE targets.

Figure 26: VN banks have reached very robust ROE levels
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In consideration of all the key earnings drivers as discussed above, we
estimate the aggregate profit of the 17 VN-listed bank could grow by
c.13-15% YoY this year, vs. 32-35% in FY21-22. Upside to our estimates may
stem from stronger recovery in credit demand in 2H23 and less-than-
expected NIM contraction. Accordingly, the average ROE of listed banks

could see contraction to about 18.5% in FY23E

(vs. 20% in FY22). Several VN

banks could maintain above-20% ROEs, based on our estimates and
Bloomberg consensus, including: VCB, MBB, ACB, HDB, STB, and VIB.

We see (with better visibility) the following banks can deliver better-than-
peer growth in FY23E: STB, VCB, MBB and ACB.

Figure 27: VN banks’ profit growth and ROE profile (FY16-FY23E)

Securities

FY16-22 profit FY23 FY23E ROE
growth (CAGR) profit growth profit growth
(Mgmt targets) (BLB and our
estimates) FY16-22 avg. FY22 FY23E

(ranked by 31.7% 13% 15% 15.9% 20.2% 18.7%
mkt cap) Aggregate (17 banks)

VCB 27.9% min.12% 20% 19.4% 21.9% 21.0%
BID 20.0% 17% 18% 11.9% 16.9% 16.9%
CTG 16.2% 16% 15% 11.8% 15.0% 15.0%
VPB 27.5% 13% -15% 23.9% 20.7% 14.8%
TCB 36.2% -14% 0% 20.5% 19.7% 16.5%
ACB 47.4% 17% 14% 19.8% 26.5% 23.6%
MBB 35.6% 15% 18% 17.0% 25.8% 23.9%
SSB 80.6% 11% 9% 7.1% 18.1% 15.5%
STB 85.4% 50% 70% 5.3% 13.8% 20.0%
HDB 44.1% 29% 20% 16.6% 23.5% 22.4%
VIB 57.2% 15% 10% 19.4% 29.7% 25.0%
TPB 49.3% 11% 9% 19.4% 21.5% 19.1%
SHB 42.5% 6% 5% 10.9% 19.7% 17.2%
MSB 81.1% 9% 7% 5.6% 19.0% 17.0%
LPB 27.1% 5% 15% 12.6% 22.1% 19.5%
EIB 45.5% 35% 25% 5.0% 15.4% 16.5%
0OCB 44.4% 37% 15% 19.3% 14.9% 14.9%

Source: Banks, Maybank IBG Research for VCB, TCB, VPB, ACB and MBB. For other banks not under our coverage, we use Bloomberg consensus statistics (as of 20t April,

2023)

Figure 28: Banks with catalysts/incentives to deliver better earnings growth

Banks with clearer
commitment to ROE

(of above 18%)

TCB, ACB, MBB,
HDB, VCB

Banks with strong incentives
to deliver good earnings and
maintaining ROE profile

LPB, TCB, VCB, MBB, VPB,
HDB, STB, BID, SHB, OCB

STB, HDB, BID, LPB
VCB, MBB, TCB

Banks with financial

capacity to manage good

earnings growth to maintain robust ROE

STB, VCB, ACB, MBB, TCB

Banks with specific
catalysts (i.e. turn-around
story, higher FOLs...)

STB, MBB, HDB, VPB

Source: Maybank IBG Research
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4. Stock positioning

4.1 Attractive returns
Over the past four years (2019-22), VN banks have generated excellent
returns for “Buy-and-hold” investors. Most of the listed banks have
generated (on average) over 25% in investment return p.a. for “Buy-and-
Hold” positions. Some banks (namely VIB, SHB and VPB) even generated 35-
50% returns per year on average over the past four years for investors.

Figure 29: VN listed banks’ share-price performance during 2019-2022
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VN’s banking sector has been unduly penalized by the mass retail market’s
misperception about its asset quality and profitability during Covid in 2H21-
1H22. Then another steep correction along with the overall market crash
caused by the corporate bond rout in 4Q22 pushed Vietnam bank valuations
down to near 10-year lows. VN banks are now trading at 1.3x FY22 P/B and
c.1.1x FY23E P/BV on average, which we believe is very undemanding in
relation to their robust ROE profiles.

If penciling in an unrealistically bearish outlook that VN banks made ZERO
profit in FY23 (i.e. banks would use all their profits to clean up the potential
NPLs under the ‘very ugly’ scenario) and just taking BVPS as of end-2022 as
the base to calculate the P/BV, we see that most VN banks are trading at
near their 10-year lows. Hence, we believe current valuations have largely
priced in our ‘ugly’-scenario risks.

Figure 30: VN banks are trading at undemanding valuations again
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Source: Bloomberg (as of 20t April, 2023)
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4.2

Figure 31: Liquidity flows to bank stocks fell sharply due to the
retail market’s misperception about banks’ outlook

When will bank stocks rally again?

We are aware that given on-going mixed views and misperception of the
broad market (where retail dominates 88% of stock market turnover),
money flows into a big sector like banking (which represents 30% of the
benchmark VNIndex) won’t likely recover quickly to the ‘hey days’ like in
2020-1H21. Hence, it will take time for a steady and clear re-rating across
the whole banking sector.

But lessons from 2019-22 showed that Buy-and-Hold quality banks (with
capacity to deliver c.18-20% ROE) at distressed valuations will be very
rewarding. We believe there is more chance for valuation re-rating than de-
rating over a 4-year horizon. Hence, we strongly recommend investors [who
can take a long-term view beyond 2023 and aim to ride on Vietnam’s long-
term story of sovereign-rating upgrade to ‘Investment Grade’ and stock
market upgrade to ‘Emerging Market’ status] accumulate VN bank stocks
now.

Securities

Figure 32: It may take another 2 quarters for the market to
recognise the resilience of VN banks
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Source: Bloomberg

Stock picks

We always prefer industry-leading banks with strong ownership and
leadership (to steer the banks through turbulent times); clear competitive
advantages (i.e. strong fund-raising capacity with high CASA mix,
established business models and strong footprint in their targeted segments)
underpinning robust growth and ROE for the next 4-year horizon; and a
decent buffer to weather shocks (i.e. high CAR and loan-loss coverage).

Hence, our Top Picks are (in this pecking order): Techcombank (TCB),
Vietcombank (VCB) and MB Bank (MBB).

= TCB is the ‘top-banking platform at a steep discount’; Any
improvement in the bond and property markets will benefit TCB the
most; Current valuation presents the most upside over a 4-year
horizon;

= VCB is a ‘flight-to-quality’ name; plans to raise new capital (nearly
7% stake via private placement to foreign investors) incentivises
management to maintain robust results and ROE profile, and the
bank has strong financial capacity to deliver this.

= MBB is demonstrating a sharper focus on ROE improvement as well
as moving faster in developing digital banking capabilities, which
will allow it to remain competitive in the long run. Its participation
in restructuring a weak bank opens up a larger growth space (i.e.
getting more credit growth quotas from the central bank) and
potential catalysts from higher foreign ownership limit.
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Figure 33: Our Top Picks ranked by preference

Securities

Rating

Remarks

Upside catalysts

Downside risks

TCB

TECHCOMBANK €9

BUY

12M-TP: VND37,800

(1x FY23E P/B, or
1SD below 5-Y
average)

3Y-TP: VND100,000

(1.8x FY25E P/B, or
1SD above 5-Y avg.)

- The second largest among
private-sector banks by
market cap.

- Establishing a strong
customer base comprising
top private-sector
corporates, upper SMEs and
affluent retail.

- The leader in mortgage
lending in terms of growth
and platform.

- Has the best CASA mix
among private-sector banks,
which sustains its robust NIM
of above 5%.

- Maintaining the most solid
capital base with 15.2% CAR
(under Basel 2).

- The leader in digital
transformation.

- Depressed valuation of 0.8x FY23E P/B,
well below sector average of 1.4x, which, in
our view, is largely priced in the potential
downside risks. Even unrealistically assuming
that TCB would make ZERO profit this year
by allocating all its earnings for provision, it
is trading at only 0.9x FY23E P/BV. These
valuation levels offer huge opportunity to
accumulate such a bank to ride on Vietnam’s
growing banking cycle in the long run; while
any reforms in the corporate bond and real
estate markets taking effect, in our view,
will underpin its short-term upside potential.

- TCB’s management maintains the
ambitious strategic objective of USD25b
market cap by 2025. This means they need
to sustain 18-20% ROE over 2023-25 in order
to keep steady expansion in its book value
and also to support valuation re-rating.

- Potential catalyst: decision to IPO its
subsidiary company, i.e. TCB Securities,
which would likely command a rich valuation
of c.4x P/BYV, in our view, equal to that of
top listed brokers, thanks to its strong
platform for both IB and retail business and
robust ROE of above 25%.

- SBV grants limited
credit growth
quotas.

- Prolonged
stagnation in
property and bond
markets could
weigh down TCB’s
asset quality and
increase credit
cost.

VCB

Vietcombank

BUY

12M-TP: VND111,400

(3.0x FY23E P/B, or
5-Y average)

3Y-TP: VND190,000

(3.5x FY25E P/B, or
1SD above 5-Y avg.)

- The largest listed bank by
market cap + available
foreign room, making it a
proxy bank for Vietnam.

- Strong balance sheet, with
clear cost advantage.

- Robust ROE, driven by
improving NIM, rising fee
income and lower credit
cost.

- Best-in class asset quality
position with 0.7% NPL ratio
and 317% LLCR. This all
together makes VCB’s
earnings high quality and
offering high visibility.

- The bank has clear room to deliver stronger
growth by easing provisions thanks to solid
asset quality (low NPL + high loan-loss
coverage ratios).

- Capital-raising plan (nearly 7% stake) will
revitalize market attention towards the
stock. Management is expected to deliver
stronger results to support the capital-
raising plan. VCB will begin the private
placement process again from 2023 and aims
to complete it in 2024.

- VCB, as the proxy bank, will benefit first
and foremost from return of foreign funds,
especially being one of the key beneficiaries
from the VN’s market-upgrade story. Its
P/BV valuation has chance to rise to 3.5-4.5x
as it did in 2018.

- De-rating risk, as
VCB’s valuation is
at a premium level;
hence it is more
exposed to market
volatility

~

s
3
=
0

BUY

12M-TP: VND28,300

(1.3x FY23E P/B, or
5-Y average)

3Y-TP: VND54,400

(1.6x FY25E P/B, or
1SD above 5-Y avg.)

- A quasi-State-owned bank

- The only listed bank with a
full-fledged banking platform
for high-growth retail/
consumer finance, asset
management and life
insurance.

- Distinct customer base
provides cost advantages.

- Along with VCB and TCB,
MBB will be an anchor in
Vietnam’s traditional banking
segment, in our view.

- MBB is demonstrating
clearer focus on ROE
improvement as well as
moving faster in developing
digital banking capabilities,
which will keep it
competitive in the long run.

- A decent bank for long-term investment
with solid ROE of c.20% over the next three
years.

- Upbeat earnings growth, driven by robust
NIM (>5%, which is the top-2 best among
traditional banks), strong fee income growth
(led by life insurance business and brokerage
services), and room to ease provisioning
thanks to solid asset quality.

- Like other state-owned banks, MBB tends
to pay cash dividends. This was suspended
during Covid-19 upon SBV’s requests to all
banks (to strengthen their capital base
against potential shocks). The bank plans to
resume cash dividends from this year.

- Potential divestment of subsidiaries, i.e.
brokerage and non-life insurance.

- Full foreign-room
limit and high free-
float (which
exposes the stock
largely to local
retail traders’
sentiment) will
continue to affect
the valuation
discrepancy.

- Concerns about
its exposure to
Novaland and Trung
Nam Group (which
we think is a
manageable risk to
MBB, but the
general market still
has fears) may
weigh on its
valuation for a
while.
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For investors with shorter horizons (3-12 months) and active trading
strategies, we also highlight below the top VN bank stocks and
catalysts/stories.

Note that the ranking below is just based on our observations of banks’
prospective stories in 2023, their share price performance in the past and
P/BV valuation range, and general market sentiment towards the banks.

Rating

Remarks

Key stories

Risks

STB

Sacombank

Not-rated

Mkt cap: USD2.03b
3M ADTV: USD21m

FY22 P/BV: 1.3x
FY23E P/BV: 1.0x
FY23E ROE: 20%

- Together with ACB, STB used
to be a champion bank among
private-sector banks in
Vietnam, in terms of size,
market share and strength in
retail and SME banking.

- The merger of Southern Bank
in 2015 created a leadership
crisis and significant NPL
legacy (equivalent to nearly
30% of the consolidated loan
book).

- STB has been cleaning up the
legacy assets over the past
five years and plans to
complete this by mid-2023.

- STB’s banking platform (i.e.
staff, client base...) remains
strong.

- It has the largest branch
network among private banks
and top 4 in both credit
balances among private listed
banks and fee-income-
generating ability.

- Progress in bad-debt resolution
(c.87% of the legacy has been
resolved) creates high expectation
among local retail investors about a
strong turnaround story like the
case of ACB in 2017.

- Management aims for at least 50%
YoY profit growth in FY23E, which

will bring its ROE back to nearly 18%
(from below 13% in previous years).

- SBV’s plan to auction off c.33%
stake in STB will be an event to re-
rate the bank. There has been rising
expectation about higher auction
price given interest from potential
buyers.

- The market has high
expectations about STB’s

turnaround story. Many are

expecting higher profit
growth (at least 70% this
year) based on guidance

given last November.

- Leadership - the question
of “who will lead the bank

in the next phase post

SBV’s auction of 33%

stake” will define STB’s
long-term outlook. An

unsmooth leadership

change would weigh on

STB.

BID

BIDVY

Not-rated

Mkt cap: USD9.5b
3M ADTV: USD2m

FY22 P/BV: 2.3x
FY23E P/BV: 1.9x
FY23E ROE: 16.9%

- The second largest listed
bank, also a state-owned
bank.

- 81% owned by the State Bank
of Vietnam, 15% by KEB Hana
Bank, and 4% free-float.

- Given low CAR (9%), BID had plans
to raise new capital in 2021.
However, the plan has been delayed
to 2023-24 due to extended Covid-
19. It plans to issue 341.5m new
shares (~8.5% stake).

- This plan, along with the bank’s
lower NPLs (1.2%) and higher loan-
loss coverage ratio (217%), is likely
to incentivize management to
maintain robust profit growth in
FY23-24E. Bloomberg consensus
estimates BID to achieve ¢.22%
profit growth in FY23E YoY.

- BID is trading at 2.3x FY22 P/B and
1.9x FY23E P/BV. Its 5-year P/BV
range is 0.9-2.8x

- Delay in raising capital.

- Relatively high valuation

(i.e. 2.3x FY22 P/BV and
1.9x FY23E P/BV) would

expose BID to more market

volatility risk if
management fails to

implement the expected
plan, and/or to maintain
expected profit growth.

HDB

HDBank

Com két lol ich coo nhét

Not-rated

Mkt cap: USD2.0b
3M ADTV: USD2m

FY22 P/BV: 1.3x
FY23E P/BV: 1.1x
FY23E ROE: 22.4%

- A medium-size lender with
top-3 consumer finance
subsidiary, HD Saison.

- Focusing on retail and SMEs
in tier-2 cities and rural areas.

- Top-4 most profitable listed
bank with ROE of 23.5%
(FY22).

- Upbeat earnings outlook from high
credit quota and bancassurance
deal. HDB is one of the 4 banks
participating in restructuring weak
banks, which benefits it as it will
receive preferential treatment from
the SBV (including getting higher
credit quota in return). Besides,
HDB also aims to seal the
bancassurance deal within FY23,
which will increase its fee income in
future.

- Potentially higher FOL. HDB is
expected to be one of the two
banks with FOL room raised to 49%.

- Delay in bancassurance

deal.

- Lower-than-expected

credit growth amid

weakening credit demand

April 21, 2023
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Figure 34: ACB’s historical P/BV

@ Maybank
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Figure 35: BID’s historical P/BV
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Figure 36: CTG’s historical P/BV
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Figure 37: HDB’s historical P/BV
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Figure 38: LPB’s historical P/BV
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Figure 39: MBB’s historical P/BV
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Figure 40: MSB’s historical P/BV
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Figure 41: OCB’s historical P/BV
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Figure 42: STB’s historical P/BV
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Figure 43: TCB’s historical P/BV
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct,
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at
any time, without prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”,
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. Maybank IBG expressly
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the
occurrence of unanticipated events.

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities
mentioned in the material presented in this report. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this
report to the extent permitted by law.

This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this
respect.

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL") in Singapore has no obligation to update
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), MRPL
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated
English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0D”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the I0D 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 may be changed after that date. MST does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.

us

This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Wedbush is permitted to provide research material concerning investments to you under relevant
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Wedbush Securities
Inc. 1000 Wilshire Blvd, Los Angeles, California 90017, +1 (646) 604-4232 and not with the issuer of this report.
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UK

This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational Purposes only.
This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for
the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this
report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.

DISCLOSURES

Legal Entities Disclosures

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of
Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by MRPL (Co. Reg No 198700034E) which is regulated
by the Monetary Authority of Singapore. Indonesia: PT Maybank Sekuritas Indonesia (“PTMSI”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by
the Financial Services Authority (Indonesia). Thailand: MST (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the
Securities and Exchange Commission. Philippines: Maybank Securities Inc (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and
Exchange Commission. Vietnam: Maybank Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: MIB Securities (Hong
Kong) Limited (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: MIB Securities India Private Limited (“MIBSI”) is a participant of the National Stock
Exchange of India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). MIBSI is also registered with SEBI as
Category 1 Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057). UK: Maybank Securities (London) Ltd (Reg No 2377538) is authorized and regulated
by the Financial Conduct Authority.

Disclosure of Interest

Malaysia: Maybank IBG and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or
may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating
to those companies.

Singapore: As of 21 April 2023, Maybank Research Pte. Ltd. and the covering analyst do not have any interest in any companies recommended in this research report.

Thailand: MST may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors
should exercise their own judgment before making any investment decisions. MST, its associates, directors, connected parties and/or employees may from time to time have interests and/or
underwriting commitments in the securities mentioned in this report.

Hong Kong: As of 21 April 2023, MIB Securities (Hong Kong) Limited and the authoring analyst do not have any interest in any companies recommended in this research report.

India: As of 21 April 2023, and at the end of the month immediately preceding the date of publication of the research report, MIBSI, authoring analyst or their associate / relative does not
hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research report.

In the past twelve months MIBSI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the
research report on any account what so ever except as otherwise disclosed in the research report.

Maybank IBG may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of
the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned
or a related investment and may receive compensation for the services provided from the companies covered in this report.

OTHERS
Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

Reminder

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming
the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward
interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured
product should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase.

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of Maybank IBG.

Definition of Ratings

Maybank IBG Research uses the following rating system

BUY Return is expected to be above 10% in the next 12 months (including dividends)
HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends)
SELL Return is expected to be below 0% in the next 12 months (including dividends)

Applicability of Ratings
The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable

to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do
not actively follow developments in these companies.
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