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Reaching turnaround point

A potential big jump in profit post clean-up; Initiate BUY

We initiate coverage of STB with a BUY and TP of VND43,700, based on
1.4x FY24E P/BV (equal to local listed banks’ average). Recovering from a
painful clean-up (2015-2022), STB maintains a solid banking platform and
is among the top-5 private-sector banks in Vietnam. Normalized NIM and
lower provisions starting from FY23 should underpin a big jump in STB’s
profit in FY23-25E. We forecast STB’s profit can triple during FY22-25, with
ROE recovering from 13.8% (FY22) to c.21% by FY25E. This should drive a
strong re-rating of STB. The potential for earnings surprise from the sale
of collateral assets and auction of 33% stake held by the State Bank of
Vietnam (SBV) should see more re-rating catalysts for STB in FY24-25E.

Still a top-tier bank in Vietnam

Prior to 2010, STB figured as a champion among private-sector banks in
Vietnam in terms of size, market share and strength in retail and SME
banking. After 7 years of restructuring and clean-up (post a lopsided
merger with a weak bank in 2015), STB remains one of the top 5 private-
sector banks in Vietnam, ranked by client base (15.2m), deposit franchise
(4.4% market share), loan book (3.8% market share), and fee income
(USD220m, 0.9% Fees/TA). By end-FY22, STB had resolved most of the
legacy assets (with only VND7.3t remaining). It is on track to fully
complete the clean-up by 2023, 2 years ahead of SBV’s plan.

Earnings and profitability set to surge in FY23-25E

During FY15-22, STB’s profit dropped way below its potential because its
NIM was seriously depressed due to write-off of legacy interest income.
But since 1Q23, its NIM has normalized, while provisioning is about to ease
starting from 4Q23 when the final trunk of the legacy assets has been
provisioned for. Taking into account its own earnings drivers and comparing
STB’s banking asset size to that of listed peers, we project STB’s core
profit can grow 53% and 54% YoY in FY23-24E, respectively, and by 22% YoY
in FY25. Henceforth, its ROE should improve significantly to about 18-22%.

Strong re-rating catalysts in the pipeline

STB is trading at 1.3x P/BV (as of 2Q23 and only 0.9x FY24E P/BV. We
believe STB, with its robust earnings and profitability outlook, can
command a 1.4x P/BV valuation during FY24-25E (which is equal to local
peers’ currently average valuation). Moreover, there are other strong re-
rating catalysts in the pipeline for STB, particularly: big earnings surprise
from the sale of collateral assets (i.e. Phong Phu Industrial Park that has a
book value of VND5t) and auction of 33% stake held by SBV, which could
potentially command a higher valuation, in our view.

FYE Dec (VND b) FY21A FY22A FY23E FY24E FY25E
Operating income 17,704 26,141 30,223 34,456 38,672
Pre-provision profit 7,954 15,221 18,837 22,176 25,044
Core net profit 3,007 4,587 7,717 11,847 14,406
Core EPS (VND) 1,632 2,674 4,093 6,284 7,642
Core EPS growth (%) 30.8 63.8 53.1 53.5 21.6
Net DPS (VND) 0 0 0 0 0
Core P/E (x) 19.3 8.4 71 4.6 3.8
P/BV (x) 1.7 1.1 1.2 0.9 0.7
Net dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Book value (VND) 18,174 20,489 24,583 31,223 39,338
ROAE (%) 9.5 12.6 18.2 22.5 21.7
ROAA (%) 0.6 0.8 1.2 1.7 1.8
Consensus net profit - 7,775 12,814 17,689
MIBG vs. Consensus (%) - - 7.9 (0.6) (13.4)
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Vietnam's 9th largest bank by banking assets, and top-
5 best bank for SME and retail banking in Vietnam.
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Value Proposition Price Drivers

= STB is one of Vietnam's top five largest private-sector banks Historical share price trend

in terms of banking assets size, deposit franchise, and 40,000 360
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Techcombank (TCB VN, BUY, TP: VND37,800) and MBBank
(MBB VN, BUY, TP: VND28,300) in terms of fee income size.
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STB is one of the most retail & SME-focused banks in VN Source: Company, Maybank IBG Research

% Retail & SME/Total loans (2022)
1. STB stock moved sideways as the bank remained in the

100 middle of clean-up phase. ROE stayed below 10% due to
BO% depressed NIM.
2. Strong rally along with the overall stock market uptrend
60% and due to speculation about the central bank selling its
33% stake in STB.
40% 3. STB stock corrected along with overall market crash. It
20% had nothing to do with the bank itself as the earnings

actually started a strong recovery in 2022 (+53% YoY).
0% 4. Rising expectation about the bank’s strong recovery post

VIE HDE ACE STE MBE TPE TCE VPE BID CTG MSE VCE clean-up phase.
Source: Company

Financial Metrics Swing Factors

With strong focus on retail and SME, STB can enjoy robust
NIM, equal to peers of 4-5%. Its NIM was depressed during
2015-22 due to write-off of interest income from legacy
trouble assets. From 1Q23, NIM has recovered to normal
levels of above 4%.

Strong fee income, ranked among top-4 in terms of fees-
total-asset ratio (i.e. 0.9% in FY22), is another factor that
will keep STB’s ROA among the top banks in Vietnam.

With robust NIM, fee income and easing provisions post
clean-up period, we forecast STB is about to see strong
earnings growth and ROE improvement during FY23-25E.

We forecast STB's net profit and ROE are about to see
strong improvement from FY23E
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Upside

= Better NIM expansion.

= Earnings surprise from successful sale of collateral assets
for the legacy loans (i.e. the Phong Phu Industrial Park).

= Auction of 33% stake being held by the State Bank of
Vietnam at premium valuation.

Downside

= Potential reputational risks related to Bamboo or Him Lam
Group.

= 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 could weigh on STB.
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Risk Rating & Score? na
Score Momentum? na
Last Updated na
Controversy Score? na

= STB has a strong focus on SME and retail banking (loan mix: 58% retail, 30% SME and 12% large corporates). This creates a fairly
diversified loan book. STB is a leader in promoting SME banking in Vietnam, which essentially contributes to boost financial

inclusion and job creation.

= By far, we observed no E & S issues from the bank itself nor from its customers. STB is one of the first banks in Vietnam to set

up an E&S management system (ESMS).

= Key G issues centre on leadership, shareholders’ interest alignment, and information disclosure. Regarding the information
disclosure, we think it is gradually improving, especially when it nearly completes cleaning up and restructuring.

= Several questions (i.e. the capacity of new leadership, or whether Mr. Duong Cong Minh continues to lead STB, or how the
leadership transition will be...) are of critical importance defining STB’s growth outlook beyond FY25.

Material E issues

= Since 2012, STB has become one of the first banks in
Vietnam to set up an E&S management system (ESMS). This
is thanks to early participation of international lenders like
IFC, who initiated and pushed for incorporation of E&S risk
management at the bank.

= STB is one of the first Vietnam banks (that we observed) to
prepare a "Sustainability Development” section in its annual
report. Yet, disclosure remains limited. As several other
Vietnamese banks have caught up and are doing even
better, STB’s E&S disclosure appears below par now.

= There are no detailed disclosures on sustainable financing
(i.e. current exposure and targets).

Material S issues

= So far, STB has not encountered any S issues.

= STB helps promote financial inclusion given its strong focus
on SMEs and retail banking.

= STB maintains fairly balanced gender equality, with women
representing c.48% of its overall workforce. But compared
to other Vietnam-listed banks, STB appears to have more
males (52%) in its labour force, which we think fits its SME
banking model. Women presence on the BoD and BoM is
rather low (18%) compared to peers (VPB: 36%, MBB: 35%
and ACB: 28%).

= The bank boasts about maintaining a strong in-house
training programme, which helps to retain staff and prepare
home-grown future managers and leaders for the bank.

= Along with state-owned banks, STB is among the top-5 most
active Vietnam banks in CSR/social and charitable
activities. In 2022, it donated around USD3m, equal to 1.4%
of NPAT, towards CSR activities, including development of
educational support, social security and healthcare for the
community.

Key G metrics and issues

= STB went through an enormous leadership change during
2015-17. But future leadership remains a question as the
central bank plans to auction its 33% stake to strategic
investors. This will define the future growth path of STB.

= We think the presence of the central bank at STB from 2015
until now helps STB to implement restructuring
successfully and reduce G-related risks.

= STB's operations are now overseen by a board of directors
(BOD) composed of 7 members, who are supervised by a
supervisory board of 4 members. The BOD structure is still
male-dominated (5 male:2 female) and all are Vietnamese
and have experience in economics, banking and law. Along
with HDB (HDB VN, Non-rated) and OCB (OCB VN, Non-
rated), STB has the most independent directors (2
directors) of all listed banks.

= Despite going through enormous turbulence, STB maintains
a good banking platform. The management team remains
focused and makes strategic investments in IT and risk
management to remain competitive. For example, STB
continues building up its digital banking capacity and
preparing for IFRS 9 implementation.

= Total remuneration of the BOD was equal to c.0.7% of FY22
NPAT, a bit high compared to peers, but it is due to STB’s
depressed earnings base. We observed no dispute about
the remuneration/ ESOP (employee stock ownership plan)
for the bank's BoD and management team so far.

= Although the bank claims that related-party transactions
in terms of loans/bonds extended to BoD/BoM members
have been minimized and controlled with the bank’s risk
management framework and central bank’s limit, the
market remains concerned about this risk (i.e. loans made
to Bamboo Airways, which is now related to Chairman
Minh).

= Compared to listed peers, STB’s IR is not on par, due to
lack of quarterly analyst meetings. Access to senior
directors remains limited. But the head of IR is fairly
accessible and experienced to handle most of investors’
questions.

1Risk Rating & Score - derived by Sustainalytics and assesses the company’s exposure to unmanaged ESG risks. Scores range between 0 - 50 in order of increasing
severity with low/high scores & ratings representing negligible/significant risk to the company’s enterprise value, respectively, from ESG-driven financial impacts. 2Score
Momentum - indicates changes to the company's score since the last update - a negative integer indicates a company’s improving risk score; a positive integer indicates
a deterioration. 3Controversy Score - reported periodically by Sustainalytics in the event of material ESG-related incident(s), with the impact severity scores of these
events ranging from Category 0-5 (0 - no reports; 1 - negligible risks; ...; 5 - poses serious risks & indicative of potential structural deficiencies at the company).
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Quantitative Parameters (Score: 22)

Particulars Unit 2020 2021 2022 HSBC (2021)
Scope 1 GHG emissions tCO2e N/A N/A N/A 22,000
Scope 2 GHG emissions tCO2e N/A N/A N/A 307,000
Total tCO2e N/A N/A N/A 329,000
Scope 3 GHG emissions tCO2e N/A N/A N/A 12,000
Total tCO2e N/A N/A N/A 341,000
GHG intensity (Scope 1 and 2) kgCO2e/emp N/A N/A N/A 1,470
Energy consumption MWh N/A N/A N/A 833,000
Water consumption m3 N/A N/A N/A 1,594,000
Printing paper from eco-friendly sources % N/A N/A N/A N/A
Total waste generated ton N/A N/A N/A 13,000
Cases of environmental non-compliance number 0 0 0 N/A
% of women in workforce % 47.3% 48.3% 47.8% 52.0%
% of women in management roles % 19.0% 18.2% 18.2% 32.0%
Policy, data & framework breaches number 0 0 0 0
Average training hours per employee hours N/A 32.3 N/A 26.3
Non-compliance concerning fair dealing outcomes number 0 0 0 N/A
MD/CEO salary as % of reported net profit % N/A N/A N/A 0.04%
G Board salary as % of reported net profit % 1.1% 1.1% 0.7% 0.05%
Independent directors on the Board % 29% 29% 29% 85%
Female directors on the Board % 29% 29% 29% 38%

Qualitative Parameters (Score: 33)
a) Is there an ESG policy in place and is there is a standalone ESG committee or is it part of a risk committee?
Yes. Since 2005 when STB received funding from international agencies like IFC and FMO, the bank was the first Vietnamese bank
to set up an E&S management system. In 2009, STB put into operation E&S policies and an E&S committee. It started incorporating
E&S risks into its overall risk management framework since then.
b) Is the senior management salary linked to fulfilling ESG targets?
No indication or guidance from the bank yet.
c) Does the Bank follow the task force of climate related disclosure (TCFD) framework for ESG reporting?
Not yet. No guidance on the next steps. Like other Vietnamese banks, STB is following GRI standards in ESG reporting. Still the
statistical disclosure remains limited.
d) Does the bank have a mechanism to capture Scope-3 emissions - which parameters are captured?
Not yet. No guidance on the next steps.
e) What are the 2-3 key carbon mitigation/water/waste management strategies adopted by the bank?
STB prepares an annual plan on energy/water/gasoline/printing consumption. Any abnormal jump in those criteria will be
examined and fixed by the bank. The bank also launches "Green Office" campaigns to uphold and raise awareness of ESG issues
among staff.
f) Does carbon offset form part of the net zero/carbon neutrality target of the Bank?
Not yet. Since 2021, the bank has participated in a project by the central bank analyzing awareness-capacity gaps in an attempt
to build up net-zero carbon action programmes.

Target (Score: 0)

Particulars Target Achieved
Sustainable financing target by 2024 N/A N/A
Raising funds for green financing (at least USD1b by 2030) N/A N/A
Zero thermal coal exposure by 2039 N/A N/A
Carbon neutral operations by 2022 (tons) N/A N/A
Net-zero carbon emissions by 2050 N/A N/A
Impact
NA

Overall Score: 19
As per our ESG matrix, Sacombank (STB VN) has an overall score of 19.

ESG Score Weights  Scores Final Score We are largely comfortable with the bank's E&S status. For the G
Quantitative 50% 22 11 area, we think the leadership issue remains debatable and
s N warrants monitoring. Under MIBG's more detailed approach, STB's
Qualitative 25% 33 8 ESG ins L d limited istical/ s
% 0 0 5G score remains low due to limite sta.tlstlca quantitative
Target 25% disclosures and guidance from the bank on its E&S targets. We
Total 19 haven't received the data required to score the bank.
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Investment thesis

Vietnamese banks currently are in their best growth and profitability cycle,
with robust ROE of 18-20% on average, driven by double-digit credit growth,
strong NIM and fee income, and easing provisioning after restructuring and
the clean-up period (2012-2018). We have held this view since 2019. Refer
to our latest update on Vietnam Banking Sector here. Among 36 domestic
banks and 17 major listed banks, we recommend investors focus on banks
with a strong leadership, strong market position and are dynamic enough to
catch up with digital banking trends in order to remain competitive over
the next 7-10 years.

STB is one of the top-5 private-sector banks in Vietham, which we decided
to add to our coverage with a BUY and a target price of VND43,700. Although
there remains questions about leadership succession at STB (as the central
bank will auction 33% stake of the bank to strategic investors - refer to
Section 5.1 for more detailed discussion on the matter), we see this issue
as being something that is beyond 2024. In the more immediate term, we
see its financial turnaround is so strong that it will drive a big re-rating of
STB during FY23-25. Hence, we think the time to BUY STB is now.

STB is about to complete the clean-up plan by 2023, ahead of the 10-year
plan set by the central bank (2015-2025). By end-FY22, the bank had already
fully cleaned up interest receivables related to the legacy troubled assets
(stemming from a lopsided merger with a weak bank in 2015); hence, its
NIM has started to recover, which underpinned 48% YoY net profit growth
in FY22. The remaining amount of net legacy assets (that the bank needs to
clean up) is only VND7.3t/USD307m (vs USD2.8b in 2017). In view of the
progress made in 1H23, we believe STB is on track to fully clean up all
legacy assets by 2023. (Refer to Section 2.1)

STB remains one of the top-5 private sector banks in Vietnam, with a good
banking platform targeted at retail and SME clients (nearly 90% of its total
loan portfolio), which should help it generate robust NIM of between 4% and
5% (as compared to peers). It also has strong fee-generating capacity, with
net fees of USD220m in FY22, ranking it No.5 among all listed banks. These
strengths, along with easing of provisions post the clean-up, should
underpin a strong financial turnaround during FY23-25E. (Refer to Section
2.2.)

We forecast STB’s profit can almost triple during FY22-25E; particularly, its
net profit could grow from a depressed base of VND5t/USD214m (FY22) to
a more normal level of VND15.3t/USD649m (FY25E), driven by the
normalization of NIM and provisioning rate. As such, its ROE should recover
from 13.9% (FY22) to a range of 18-21% during FY23-25E. Our FY23-25 profit
forecasts for STB have taken into consideration potential credit risks related
to FLC/Bamboo Airways; And based on the loan book size of STB (as
compared to listed peers), we believe there is potential upside to our profit
forecasts (Refer to Section 3.)

Such robust earnings growth and ROE recovery outlook should drive a strong
re-rating for STB, which is trading at 1.3x P/BV (as of 2Q23), 1.2x FY23E
P/BV and only 0.9x FY24E P/BV. We believe Vietnam’s stock market will
remain on an uptrend, driven by economic recovery and the upgrading of
Vietnam stock market to “Emerging Market” status during 2024-26, which
should support good valuation/re-rating of the entire market as well as the
banking sector. As such, we believe STB can command at least 1.4x P/BV
(equal to the current average valuation of Vietnam-listed banks) during the
FY24-25 period. Moreover, big earnings surprise from the sale of collateral
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We believe Vietnamese banks are in a robust
growth and profitability cycle through 2025,
thanks to improving ROA and reasonable
capital regulations that sustain 18-20% ROEs
for top banks.

We initiate coverage of STB, a top-5 private-
sector bank in Vietnam, with a BUY and a TP
of VND43,700 (+53% upside).

STB has almost completed its clean-up plan,
which should underpin a strong financial
turnaround.

The bank maintains a good banking
platform, which generates robust NIM and
fee income.

With NIM normalization, easing provisions,
and based on the loan book size of STB (as
compared to listed peers), we believe its
profit can almost triple during FY22A-25E,
lifting ROE from 13.9% to c.21% during this
period.

Strong catalysts to support further re-rating
of STB post clean-up.
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assets and auction of 33% stake being held by SBV may present more re-
rating catalysts for the bank during this period.

2. Investment focus

2.1 Fully recovering in 4Q23 from clean-up period

To recap, in 2015, STB underwent a lopsided merger with a much smaller
and very weak bank, named Phuong Nam Bank (PNB). This was not the will
of STB’s founders and management team at that time. But rather, it was
engineered by a group of financial tycoons, led by Mr. Tram Be, who
managed to accumulate over 50% of STB shares and ousted STB’s founders.
Mr. Tram Be was the owner of PNB. The merger left STB with a large amount
of non-performing assets (aka. legacy assets).

In 2017, Mr. Tram Be and his associates were arrested and jailed. The State
Bank of Vietnam (SBV), i.e. the central bank, placed STB under close
supervision and set out a restructuring and clean-up plan of the bank over
10 years (2015-2025). (Refer to Section 5.1 for more details on the
turbulence that STB went through in 2012-2017).

Under the clean-up plan, STB will attempt to collect the debts, sell
collateral assets, and make annual provisions for the legacy assets
(spreading over 10 years). On the other hand, it had to write off all interest
income from the legacy assets (which had been recorded on an accounting
basis in previous years). This action materially depressed STB’s NIMs for
several years.

By 2022, STB had cleared a large part of the legacy assets, as summarized
in the table below. In short, there was only VND7.3t left by end-2022 that
STB aims to fully provision for within 2023, or 2 years ahead of the plan.

For interest receivables (which had seriously weighed on NIM), STB had fully
written everything off by end-2022. As such, its NIM started normalizing
from c.2.5% during FY17-21 to 4.2% (annualized) in 1H23.

Fig 1: STB - progress of cleaning up the legacy assets; on track to complete the plan by 2023

2017 2018 2019 2020 2021 2022

Gross legacy trouble assets (VND b) 72,196 54,567 44, 419 35,200 28,518 24,094
% total loans 32.3% 21.2% 15.0% 10.3% 7.3% 5.5%

Legacy assets recorded in:

Loan book (in group 1 loans) 7,613 = = = - -

Loan book (in group 3-5 loans) 10,405 5,427 3,174 2,297 1,690 47

VAMC bonds 43,267 40,233 33,647 27,322 23,728 21,515

Others 10,911 8,907 7,598 5,581 3,101 2,533
Provisions made (VND b, accumulative) 16,842
Net of legacy assets to clean up (VND b) 7,252

Accrued interest receivables (5TB has to resolve
this via writing off interest incomes each year) 20,990 18,908 14,878 12,891 5,678 Done

Source: Company

*) Note on VAMC bonds: VAMC stands for Vietnam Asset Management
Company, which was set up in late 2013 to help Vietnam banks deal with
their NPL crisis stemming from property sector burst and SOE lending.
Basically, local banks transferred their bad debts to VAMC and got back so-
called VAMC bonds. Each year, local banks had to make provisions equal to
at least 20% of the VAMC bond balance, so that by the end of year 5, they
would fully provision for the bad debts. In the meantime, VAMC also helped
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to collect the bad debts and/or sold collateral assets and returned the
proceeds to the bank. To put it simply, VAMC provided a mechanism for
Vietnam banks to buy time, i.e. gradually making provisions and resolving
the NPLs over 5 years. In the case of STB, the central bank allowed it to
resolve the legacy assets (i.e. making provisions for VAMC bonds and
collecting the underlying assets) over a 10-year period (2015-2025).
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Fig 2: For normal banking, STB maintains decent asset quality with low NPL ratio and relatively good loan-loss coverage
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For normal banking, we observe that STB has maintained decent asset
quality by far. Its NPL ratio went up in 1H23, not due to bank-specific issues
but rather this is a sector-wide situation when economic slowdown and high
lending rates adversely affected local borrowers. In fact, compared to many
other private sector banks, STB appears to have performed better as its
retail and SME base is relatively stronger. Hence, its NPL ratio remained at
a reasonable level and it ranked among the top-10 banks on this metric with
the lowest NPL ratio of all Vietnam listed banks.

On the other hand, some observers are also concerned about potential
credit risk due to STB’s exposure to businesses related to Chairman Duong
Cong Minh (who owns Him Lam Group, which has a major focus on property
development, and has recently participated in restructuring Bamboo
Airways, a young airline). Below are our takes (based on our best research
up until now).

I Like most banks, STB also has related-party transactions (RPT, i.e.
loans made to major shareholders, founders, companies owned more
than 10% by the BoD, BoM members...). This is not prohibited or
totally banned by law in Vietnam. Under current law, local banks can
make secured loans only (NOT unsecured loans nor preferential loans)
to those related parties, with aggregate RPT value at a maximum of
5% of the bank’s total equity. Based on its total equity of nearly
VND42t by 2Q23, STB by law has a headroom of VND2.100b for RPT.

I. The RPT value at STB stood at VND260b at end-1H23 (vs. VND719b by
end-2022) as disclosed in its financial statements. But due to recent
participation of the chairman in restructuring Bamboo Airways, the
effective RPT could be higher. Based on different public sources and
linkages around Bamboo Airways/FLC...), we estimated the number
could be as high as VND5 trillion. Yet, we know that there is a
perception in the market that actual RPT value for the chairman
could be much higher. No-one can confirm a specific figure.

1R We are of the view that: 1) the central bank (representing a 33% stake)
is still supervising STB closely, 2) businesses belonging to the
chairman are still in good shape and we believe that over next two
years, there is low political risk against the chairman. Hence, we
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think the credit risk from the perceived RPT, albeit existing, will be
manageable and not disrupt our investment thesis on STB, i.e. strong
financial turn-around in FY23-25E.

Instead, we see higher potential risk from the exposure to Bamboo
Airways, which is faced with strong operating headwinds. But given
cashflow of Bamboo Airway via its accounts at STB (i.e. VND1-1.5
trillion inflow per month, according to STB’s CEQ), and based on the
exposure as discussed above plus our conservative provisioning
projections (which do take into account such credit risk), we believe
that the risk is fully manageable and STB’s recovery outlook remains
very solid.

STB is still a top-tier bank in Vietnam

Despite going through such turbulence, STB maintains a good banking
platform targeted at retail and SME clients (accounting for nearly 90% of
total loan book), which should help it earn robust NIMs. Note that prior to
2014, STB used to generate the highest NIM (i.e. 5%) among local banks.

STB today remains a top bank among private-sector banks in Vietnam,
serving over 15.2m customers (retail and corporate). STB is ranked No.9
among all 36 domestic banks (including the four largest state-owned banks)
in terms of banking assets (USD25b), No. 7 in loan portfolio (USD18.6b, 3.8%
market share), and No.5 in deposit taking (USD19.3b, 4.4% market share),
and among top-5 banks in fee-income generation (i.e. USD220m net fees in
FY22, equal to a fees-to-total assets ratio of 0.9x, ranked behind only
Techcombank and MBBank).

Fig 3: Peer STB versus other listed banks
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August

A high-yield banking model »

Although STB doesn’t have cost-advantage like leading banks with high CASA
(i.e. MBB, TCB and VCB), STB generated robust NIM (of 4-4.5%, for normal
banking) thanks to its strong focus on commercial lending (i.e. maintaining
a high percentage of customer loans in total assets), as well as retail and
SME banking.
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Fig 4: Interest-earning assets represent c.90% of STB’s TA;

Securities

Fig 5: STB: nearly 90% loans extended to SMEs and retail, which

Customer loans alone make up for over 70% of the TA earn higher NIMs
Asset mix % Retail & SME/Total loans (2022)
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0% 0%
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Source: Company Source: Company

It was one of the first Viethamese banks that expanded into SME banking,
and it has established a strong foothold and competitive operating platform,
ie, a wide branch network (actually the largest among Vietnam’s private-
sector banks), well-connected and skillful bankers, and decentralized
model delegating authority to regional business directors.

e As STB has been in the SME banking business for a relatively longer time
than other local banks (it is a first mover, and also fortunately the bank
made its start in an economic hub of Vietnam, the southern region), it
gives it extensive experience to design and fine-tune policies and
procedures to work with SME clients.

e STB has been using a decentralized banking model, where its branch
directors are given more autonomy (i.e. they can make relatively
bigger-size-loan decisions). In its management structure, STB also
assigns deputy CEOs to take charge of eight major operating regions.
In the case of large loans, branch managers will invite deputy CEOs in
charge of relevant regions to also meet with the client and make
immediate lending decisions. This mechanism indeed gives STB
flexibility to work with SMEs, and also keeps risk management
centralized.

e To win SME customers in developing markets like Vietnam, where the
operating environment and accounting practices are not standardized
yet, it requires considerable customer-relationship engagement (to
verify “soft information”) and flexibility. A decentralized banking
model appears to fit such a context - it is more responsive to retail and
SME clients’ credit needs, which often can be urgent.

Strong fee-generating capacity

Another good indicator of a strong bank is its fee-generating capacity, which
also materially underpins better-than-peer ROA.

STB has been maintaining very good fee income, ranked among the top-5
Vietnamese banks in terms of net fees and fees-to-total assets ratio. The
bank is active offering various banking services to customers, but the two
key fee drivers are payment settlement and bancassurance (which together
account for 60% of net fees). STB is the No.5 player in bancassurance with
c.6-7% market share. Given its large retail customer base, STB appears to
have substantial room to grow its bancassurance business (and overall fee
incomes) over the next 5 years.
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Fig 6: STB’s fee income strength vs Vietnam peers Fig 7: STB’s fee income profile
Net fee income (VND b) Fees/Total
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2.3 Expecting a big jump in earnings during FY23-25E
Compared to Vietnam-listed peers, STB has the largest loan book among
listed private-sector banks; but its current net interest income (NIl) and
thus profit is even lower (i.e. only half) than mid-sized banks. The main
reason is the temporarily depressed NIM and elevated provisioning, which
was due to it writing off the interest income from legacy troubled assets
and making provisions for them.

We believe that once this clean-up process is completed (i.e. by 4Q23 under
our base-case projection), its operating metrics will normalize and its profit
can thus see a strong turnaround.

Fig 8: Though STB’s total credit portfolio is among the largest... Fig 9: ... its profit (as of 2022) remained among the lowest,
which is largely attributed to temporarily depressed NIM
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Taking into account its own earnings drivers and comparing STB’s banking
asset size to that of listed peers, we project STB’s profit can grow 65% and
52% YoY in FY23-24E, respectively, and 20% YoY growth in FY25E.
Henceforth, its ROE should improve significantly to 18-21%.

Our FY23-25 profit forecasts for STB have taken into consideration potential
credit risks related to FLC/Bamboo Airways, and they are just equal to
profit levels of HDB (Non-Rated), ACB (ACB VN, BUY, TP: VND33,600) made
in FY22, while STB’s loan portfolio is bigger than its peers. Hence, we
believe there’s potentially more upside to our forecast. (Refer to detailed
projections in Section 3 below).
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Fig 10: NIM recovery + easing provisions post clean-up will

drive strong profit growth for STB during FY23-25E
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Fig 11: ... Hence, its ROE will also rise to 18-21% range
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3.

Fig 12: STB’s NIM was depressed due to legacy assets...

Financial forecasts

STB’s profit base was seriously depressed during 2015-21, because it had to
write off interest income from the legacy trouble assets (which materially
depressed its NIM). Therefore, its ROE crawled to below 10% during FY15-
21.

The profitability picture started improving notably from FY22, when the
burden to clean up legacy assets eased. Its NIM recovered from depressed
levels (i.e. below 2.5% during FY15-21) to 3.4% in FY22, which helped the
top-line (i.e. total operating income) rise 48% YoY in FY22. The remaining
burden is provisioning. In FY22, STB decided to accelerate the clean-up by
front-loading provisions in an attempt to complete the clean-up in FY23,
ahead of the plan (2015-2025). Still, STB ended FY22 with 44% YoY growth
in PBT and 48% YoY increase in net profit, lifting ROE to 13.8%.

Source: Company, Maybank IBG Research

Fig 13: ... Hence, STB’s profit and ROE also dropped to way

below its potential
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In view of its NIM and provisioning normalizing thanks to almost completion
of legacy assets resolution, we believe STB’s earnings are about to see a big
jump during FY23-25E.

Based on 1H22 results (particularly the momentum and trend in NIM, fee
income and operating costs) and fairly conservative forecasts about credit
growth and provisioning, we project STB will achieve 68% and 54% YoY net
profit growth in FY23-24E, respectively, and 22% YoY growth in FY25E.
Henceforth, its ROE will see notable improvement to 18-22% during this
period.
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Key driver forecasts include:

VI.

Credit growth of 11.5%-13% during 2023-25. These are moderate
projections as compared to other peers, because we take into
account STB’s rather modest CAR (c.9.5% as of end-FY22).

NIM normalising to 4.2-4.3% during the period. Given STB’s focus on
retail and SME loans (nearly 90%) and comparison to Vietham peers,
we believe STB can sustain this NIM level over the next three years.
In 1H23, its NIM recovered to over 4.3%.

Non-interest income to decline in FY23 (-31% YoY) due to weaker
banca fees and drop in ‘Other income’ as we don’t forecast any asset
sales as in FY22.

We then forecast non-NIl could enjoy c.12-15% YoY growth in FY24-
25E thanks to recovery in fees income from banca, and forex-trading
income. There are potential upside to our non-NIl forecasts,
especially from ‘Other income’ item because there are on-going sales
of collateral assets related to the legacy bad debts. Most notably, the
sale of Phong Phu Industrial Park (starting price for auction:
VND7,900b) will represent a big earnings surprise during FY24-25E.

Opex to slow down a bit in FY23E as the bank (like other Vietnamese
banks) try to control costs (i.e. G&A expenses) in a challenging year
like 2023. Then we forecast its opex to speed up in the following years,
factoring in the investments in technology upgrade.

Provisioning rate to ease from 2.1% in FY22 to about 1.8% in FY23E
when STB elevates provisioning aggressively to clean up the final
trunk of legacy bad debts. Then, from FY24E onwards, we forecast its
provisioning rate to ease to a normal level of around 0.8-1%. Note
that our provision forecasts for FY24-25E have also factored in
potential credit risks related to STB’s exposure to Bamboo Airways.
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Fig 14: Earnings forecasts for STB (FY23-25E)
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(Unit: VND b) 2015 2016 2017 2018 2019 2020 2021 2022 2023E 2024E

2025E

Net interest income 6,575 4,021 5,278 7,634 9,181 11,527 11,964 17,147 24,049 27,535

30,697
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Lom o NMG) RO 1L5TE | 181X 2.33% | 2.46% | 274% | 2.59%  3.3%  4.20%  4.30% _ 4.20%
Loan growth (%) 45.2% 7.4% 12.0% 15.0% 15.3% 14.9% 14.0% 13.0% 11.5% 13.0% 13.0%
Non-interest income 1,714 2,509 3,367 4,043 5,455 5,744 5,740 8,994 6,174 6,921 7,975
Grawth (%) 46.4% 34.2% 20.1% 34.9% 5.3% -0.1% 56.7%  -31.4% 12.1% 15.2%
TOTAL OPERATING INCOME 8,280 © 6,530 ' 8,645 ' 11,677 ' 14,635 ' 17,271 ' 17,704 ' 26,141 ' 30,223 ' 34,456 @ 38,672
Growth (%) -10.0%  -21.2% 32.4% 35.1% 25.3% 18.0% 2.5% 47.7% 15.6% 14.0% 12.2%
Operating expenses 50155 7 5,678 " 6,337 7 7,838" 9,266 7 10,8057 9,750 7 10,921 7 11,386 7 12,281 "7 13,627
Growth (%) 1.3% 10.2% 11.6% 23.7% 18.2% 17.6%  -10.5% 12.0% 4.3% 7.9% 11.0%
Cost-to-income ratio (%) 62.2% 87.0% 73.3% 67.1% 62.3% 63.1% 55.1% 41.8% 37.7% 35.6% 35.2%
PRE-PROVISION OPERATING PROFIT 3,134 852 2,308 3,839 5,370 6,376 7,954 15,221 18,837 22,176 25,044
Growth (%) -24.0%  -72.8%  171.0% 66.3% 39.9% 18.7% 24.8% 91.3% 23.8% 17.7% 12.9%
iProvision charges 2,056 696 817 1,592 2,183 5,037 3,594 8,882 8,352 6,252 5,807 |
- Provisioning rate (%) 1.2% 0.4% 0.4% 0.7% 0.8% 1.0% 1.0% 2.1% 1.8% 1.2% 1.0% 1
| PRE-TAX PROFIT 878 156 1,492 2,247 3,217 3,339 4,400 6,339 10,485 15,924 19,157 :
I Grawth (%) -69.1%  -82.3%  858.8% 50.6% 43.2% 3.8% 31.8% 44.1% 65.4% 51.9% 20.3%
T TaxTate Gy 26.2% | 43.1%  20.8%  20.3%  23.7%  19.7%  22.9%  20.9%  20.0%  20.0%  20.0%
Profit after tax 648 89 1,182 1,790 2,455 2,682 3,411 5,041 8,388 12,739 15,326
Grawth (%) -70.9%  -86.3% 1233.5% 51.5% 37.1% 9.3% 27.2% 47.8% 66.4% 51.9% 20.3%
Minority interest = = = = = = = = = =
Contribution to Bonus fund - 25 181 383 419 431 405 454 671 892 920
Contribution to Bonus fund (%) 0.0% 28.7% 15.3% 21.4% 17.1% 16.1% 11.9% 9.0% 8.0% 7.0% 6.0%
NET PROFIT TO SHAREHOLDERS 648 63 1,000 1,407 2,036 2,251 3,007 4,587 7,717 11,847 14,406
Growth (%) -90.2%  1482.3% 72.4% 44.7% 10.6% 33.6% 52.6% 68.2% 53.5% 21.6%
IROAA-adjusted (%)~~~ C0.23% U002 029 T 038% T 047% T 048X T 0.59% | 0.91%  1.Z4%  1.71% 1.8
I ROAE-adjusted (%) 2.9% 0.3% 4.4% 5.9% 7.9% 8.1% 9.5%  13.8%  18.0%  22.2%  21.4%|
| EPS (VND) 443 35 555 780 1,129 1,248 1,632 2,674 4,093 6,284 7,642 |
! BVPS (VND) 12,242 _ 12,304 _ 12,883 _ 13,657 _ 14,826 _ 16,054 18,174 20,489 24583 31,223 39,338 |
Source: Company, Maybank IBG Research
4. Valuation
4.1 Target price of VND43,700, based on undemanding
multiple, implies 53% upside
Based on FY24E BVPS of VND31,223 and a target P/BV ratio of 1.4x, which
equals to the average of Vietnam’s listed banks, we derive the 12-month
target price for STB of VND43,700, representing 53% upside from the last
closing price (VND28,600).
Fig 15: TP based on P/BV multiples
Target price Expected
BVPS (FY24E: VND31,223) 8 ('\’/ND) pretum
1SD below the average 0.8 25,000 -13%
10-Y average 1.1 34,400 20%
Target P/BV (x) = Peer average 1.4 43,700 53%
1SD above the average 1.4 43,700 53%
2SD above the average 1.7 51,500 80%
Source: Maybank IBG Research
STB is trading at 1.3x P/BV (as of 2Q23) and only 0.9x FY24E P/BV. We
believe that surging earnings and profitability outlook during FY23-25E will
enable STB to be rerated further to 1.4x P/BV valuation, at least, during
2024-25, which is 1SD above its 5-Y average valuation and equal to local
listed peers’ average P/BV.
Moreover, there are other strong re-rating catalysts in the pipeline for STB,
particularly: big earnings surprise from the sale of large collateral assets
(i.e. Phong Phu Industrial Park) and auction of 33% stake being held by SBV,
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which could potentially command higher valuation, in our view with
reference to other Vietnam bank deals in recent years.

Fig 16: STB’s P/BV valuation history

Fig 17: Vietnam-listed banks - peer comparison
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Fig 18: Valuations of Vietnam banks in selected deals

Source: Bloomberg, Maybank IBG Research

Date Seller Buyer Stake Entry P/BV (x)
Apr.23 VPBank (VPB) SMBC 15% 2.1
Apr.20 0ocB Aozora 11% 1.8
Jul.19 BIDV (BID) KEB Hana 15% 2.1
Jan.19 Vietcombank (VCB) Mizuho/GIC 3% 3.3
Apr.18 Techcombank (TCB) Various investors 22% 3.4-3.8
Dec.17 HDBank (HDB) Various investors 22% 2.1
Dec.17 VPBank (VPB) Various investors 22% 2.2
Dec.12 Vietinbank (CTG) BTMU 20% 1.9

Source: Maybank IBG Research

4.2

Residual income valuation: VND50,400

We used relative valuation to derive a 12-month target price for STB (just
like for other Vietnamese banks under our coverage), as this approach can
capture the market sentiment, which is an important factor to be
considered in markets like Vietnam where retail investors/traders dominate
(accounting for over 85% of average daily trading value now).

As a reference for longer-term/value investors, we also present our
residual-income valuation for STB as below, which estimates the fair value
of STB at VND50,400 per share.

In short, both relative and residual-income valuations indicate that there

remains significant upside for STB from the current price.
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Fig 19: Residual-income-based valuation of STB
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Risk free rate
Market risk premium

4.0% ~ 5-year G-bond

8.0% ~ in-house survey and reference to Domodaran’s research

Beta 1.1 adjusted beta, source: Bloomberg
Cost of equity 12.5%
Long-term COE 7.0%
Long-term ROE 10.0% Long-term ROE is based on assumption of ¢.1.6% ROA and 6x balance-sheet leverage (TA/TE)
Long-term growth rate 4.0% equal to overall economic growth in the long-run
Terminal
2022 2023E 2024E  2025E  2026E| 2027E 2035E| value

Equity value (Book value) (VND m) 38,627 47,015 59,754 75,080 92,556 | 109,216 303,024
ROE (% 13.8% 18.0% 22.2% 21.4% 19.6%| ROEs to gradual decline from 18% to 11% 10.0%

during 2027-2035 to get close to L-T ROE

of 10%.
COE (% 2.59 12.55 12.5% 12.5% 11.0% 10.0% 7.0%
Residual income (RI)  [= (ROE-COE)*TE(t-1]] 2,116 4,536 5,273 5,297 5,050 2,730 94,638
Present value (RI) 1,880 3,581 3,699 3,302 | 2,797 791 27,413
Sum of PV (Rls) 56,349
Sum of (PV_RIs + Total equity_FY22) 94,976
# Shares outstanding (m) 1,885
Value per share (VND) 50,379

Source: Maybank IBG Research

5.

6.1

Key risks

There remain questions about leadership succession of the bank (as the
central bank will auction 33% stake of the bank to strategic investors - Refer
to Section 5.1 for more detailed discussion on the matter).

Several questions (i.e. the capacity of the new leadership, or whether Mr.
Duong Cong Minh continues to lead STB, or how the leadership transition
will be...) are of critical importance defining STB’s growth outlook beyond
2025. Whether STB may catch up and compete head-on with leading banks
like Techcombank (TCB VN, BUY, TP: VND37,800) and MBBank (MBB VN, BUY,
TP: VND28,300) or it may become just an average bank, will depend greatly
on the new leadership.

Corporate information

Company overview - still a top-tier bank

Founded in 1991, Sacombank (STB VN) was one of the first three private-
sector banks set up in Vietnam. In July 2006, STB became the first
Vietnamese bank listed on the stock exchange (HOSE). It was also the first
Vietnamese banks with a foreign strategic investor, i.e. ANZ (ANZ AU, Non-
rated) acquired 9.9% of STB in March 2005 for 2x entry P/BV.

(*) Note: Vietnam’s private-sector banks are those that are not owned (or
partially owned) by the SBV, the central bank. Currently, there are 7 state-
owned banks and 29 private-sector banks in Vietnam.

STB grew to be a top-2 champion bank among the private-sector banks in
Vietnam during 2005-08, then went through huge turbulence with a
dramatic change in ownership and leadership during 2012-15. The lopsided
merger with an ailing bank (i.e. Phuong Nam Bank, engineered by a group
of tycoons who ousted the founders of STB in 2015) left a huge scar on STB.
STB was put under close supervision of the central bank and undertook a
10-year restructuring plan (2015-2025).
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By end-2022, STB has almost completed restructuring and clean-up. Unlike
other Vietnamese banks having gone through such turbulence and
restructuring, STB maintains its key banking strengths. The bank is ranked
No.9 among all 36 domestic banks in terms of banking assets, No. 7 in loan
portfolio and No.6 in deposit taking, and among top-5 banks in fee-income
generation (i.e. USD220m net fees in FY22, equal to a fees-to-total assets
ratio of 0.9x, ranking it behind only Techcombank and MBBank).

Fig 20: Peer comparison of STB versus other listed banks

Network Deposit (VND trillion) Loans (VND trillion) Fee incomes (VND b)
Agribank Agribank BIDV Techcom
Vietinbank BIDV Agribank VCB
BIDV Vietinbank Vietinbank VPB
VCB VCB V(B Vietinbank
STB STB MB BIDV
LVB MB VPB STB
ACB ACB 5TB MB
HDB SHB Techcom Agribank
MBB Techcom ACB ACB
TCB VPB SHB VIB
SHB LVB HDB HDB
VPB HDB LVB TPB
VIB VIB ViB Lv8
T8 TPB P8 SHB
PVCombank PVComba... PVComba... PVCombank
1,000 2,000 . 1,000 2,000 - 1,000 - 4,000 8,000

Source: Company

STB has the largest network among private-sector banks in Vietnam, with
566 branches and transaction offices (552 in Vietnam, 9 in Cambodia and 5
in Laos), serving 250,000 corporate/SME clients and over 15m individuals.
It remains focused on retail and SME banking, with a strong presence in
southern economic regions of Vietnam.

Fig 21: STB has the largest branch network among Vietnam private-sector banks
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STB was the first Vietnam bank that aimed to build a full financial services
model spanning from commercial banking to stock brokerage, asset
management (i.e. STB and Dragon Capital coordinated to set up Viet Fund
Management-VFM in 2003), jewellery sales to real estate development.
After restructuring, STB today is more focused, with commercial banking at
the core, and other businesses (except for the jewellery) being in one way
or another related to and supportive of the commercial banking operations.

Fig 22: STB’s banking platform

: = Mkt Cap : VND54,700b / USS$2.3bn
@ X = Total assets : US$25bn (2022)
= Workforce : 18,400
Sacombank = Brancheset.at :566
" Moody's rating : B3/Stable

Commercial banking and Other services

supportive business

100% | Sacombank Cambodia 100% | Sacombank Remittance
(fully incorporated)

100% | Sacombank Laos 100% | Sacombank Jewelry
(fully incorporated)

100% | Sacombank Leasing 100% | Sacombank-Cambodia
Jewelry

100% | Sacombank Asst Mgmt
(managing troubled assets)

Source: Company

6.2 Ownership structure - there will potentially be another

big change in ownership and leadership

STB’s ownership structure is a bit complicated for the general market to
understand, especially offshore investors. To put it short, the central bank
(via its arm, Vietnam Asset Management Company) is holding the 33% stake
that belongs to a financial tycoon (Mr. Tram Be, who was charged with
wrongdoings in his acquisition of STB in 2012 and merging his weak bank,
the Phuong Nam Bank, into STB. He was jailed and was forced to leave the
Vietnam banking sector). The central bank plans to find a strategic investor
to sell this major stake to, the proceeds from which will be used to cover
for the loss that Mr. Tram Be caused to STB.

For better understanding about the change in ownership and leadership at
STB, we summarize the entire story in a chronography as below:
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Fig 23: STB’s ownership and leadership change since establishment in 1991
1 TR T
1991 | ! STB was founded by Mr. Dang Van Thanh, a well-known I Paid-in capital: VND3b; 100% by Mr. Dang Van :
1 businessman in Vietnam, who also founded TTC Group Thanh '
| (operating in several sectors, with dominance in sugar !
| manufacturing in VN) i
1 1
| |
B 7 S J
2001 1 Foreign investors bought up to 30% of STB. Dragon Capital (acquired 10% STB in 2001) :
| | STB was the first VN bank having foreign strategic IFC (acquired 10% STB, started from 2002) '
2010 || investor (ANZ) which helped the bank improve ANZ (acquired 9.9% STB in 2005) !
1 operational platform Mr. Dang Van Thanh: 7.3% (directly) :
| 1 REE: 5.7% i
L 1
I_ _______________________________________________________________ 1
2012 | Hostile takeover: A group of financial tycoons, led by All foreign strategic investors !
: | Mr. Tram Be who owned Phuong Nam Bank (PNB) and divested (IFC in 2008, 1
2015 | leaders of Eximbank, managed to accumulated over Dragon Capital and ANZ in i
! 50% stake of STB. STB founder, Mr. Dang Van Thanh, 2011) '
1 was ousted at 2012 AGM. '
: Mr. Tram Be and related: !
| Lopsided merger: With majority voting right of Mr. 37% (directly) i
| Tram Be, PNB was merged into STB, leaving the latter ; ; N .
' with a huge trouble assets AR 1) ¢ R '
2017 Under central bank’s supervision - Cleaning up period: . VAMC: 32.5%
To ¢I:|ate Mr. Tram Be and his associates were arrested and Dragon Capital: 6%

O

1
1
1
|
! jailed in 2017 for his wrongdoings in running PNB and

1 merging it into STB. All of the STB stake owned by Mr. Mr. Duong Cong Minh: 3.3%
i Tram Be (32.5%) was handed over to the State Bank of
| Vietnam (SBV). Mr. Duong Cong Minh, who is considered
I having both experience in banking (given his ownership
! of Lien Viet Bank) and property business (i.e. his

1 ownership of Him Lam Group) was approved by SBV to

i become chairman of STB from 2017. SBV also assigned

i VAMC to represent the 33% stake and supervise STB’s

I restructuring and clean-up process.

! SBV plans to sell the 32.5% stake to potential strategic
v investors

Source: Company, Maybank IBG Research

6.3

August

Development plan

While cleaning up the legacy assets, STB continued growing its core business
and the bank has also been making strategic investments in digital
transformation to catch up with other peers.

In consideration of its client base (15m as of end-2022) and its ambition set
out in its development plan till 2026, we see STB as the bank that is the
closest to compete head on with leading private-sector banks
(Techcombank and MBBank) in the next 10-year cycle.

Along with MBB, STB has also set out an ambitious goal of reaching 30m

client base by 2026. Digital banking push and expansion of its presence in
Cambodia and Laos will be among STB’s key strategic focus.

6, 2023
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Fig 24: STB’s development plan up to 2026

Diversifying customer
cohorts; striving to reach
30 million customers
who have transactional
relationships and use
Sacombank's modern
utility services.

Being the leading Charter capital will be
retail bank specializing over VND 50,000 billion.
in digitization of the
domestic market in
particular and of the three
Indochina countries in
general.

T & 5

30,000,000
° Customers
Charter capital

>50,000

VND Billion

Source: Company (Annual report 2022).
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Metrics

Core P/E (x) 19.3 8.4 71 4.6 3.8
Core FD P/E (x) 19.3 8.4 71 4.6 3.8
P/BV (x) 1.7 1.1 1.2 0.9 0.7
P/NTA (x) 1.9 1.2 1.3 1.0 0.8
Net dividend yield (%) 0.0 0.0 0.0 0.0 0.0
INCOME STATEMENT (VND b)

Interest income 29,690.7 37,390.8 53,251.0 59,553.0 67,970.9
Interest expense (17,726.2) (20,243.7) (29,202.2) (32,017.7) (37,274.4)
Net interest income 11,964.5 17,147.1 24,048.8 27,535.2 30,696.6
Net insurance income 0.0 0.0 0.0 0.0 0.0
Net fees and commission 4,342.5 5,194.1 4,415.0 5,077.2 5,991.1
Other income 1,397.3 3,800.1 1,758.8 1,843.7 1,983.9
Total non-interest income 5,739.8 8,994.2 6,173.8 6,920.9 7,975.1
Operating income 17,704.3 26,141.3 30,222.6 34,456.1 38,671.6
Staff costs (6,025.5) (6,882.9) (7,295.9) (7,958.4) (8,841.7)
Other operating expenses (3,724.4) (4,037.8) (4,090.0) (4,322.1) (4,785.4)
Operating expenses (9,749.9) (10,920.7) (11,385.9) (12,280.5) (13,627.1)
Pre-provision profit 7,954.4 15,220.6 18,836.7 22,175.6 25,044.5
Loan impairment allowances (3,554.4) (8,881.5) (8,351.7) (6,252.1) (5,887.4)
Other allowances 0.0 0.0 0.0 0.0 0.0
Associates & JV income 0.0 0.0 0.0 0.0 0.0
Pretax profit 4,400.0 6,339.1 10,485.1 15,923.5 19,157.1
Income tax (988.5) (1,298.4) (2,097.0) (3,184.7) (3,831.4)
Minorities 0.0 0.0 0.0 0.0 0.0
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit 3,411.5 5,040.7 8,388.1 12,738.8 15,325.7
Core net profit 3,006.8 4,587.0 7,717.0 11,847.1 14,406.1
BALANCE SHEET (VND b)

Cash & deposits with banks 16,575.9 33,143.5 35,315.2 41,579.0 48,480.8
Sec. under resale agreements 0.0 0.0 0.0 0.0 0.0
Derivatives financial assets 0.0 109.9 0.0 0.0 0.0
Dealing securities 0.0 0.0 0.0 0.0 0.0
Available-for-sale securities 0.0 0.0 0.0 0.0 0.0
Investment securities 69,666.9 68,800.7 68,800.7 79,808.8 99,761.0
Loans & advances 381,201.1 433,100.2 483,092.8 546,690.0 617,377.3
Central bank deposits 12,169.9 12,286.1 14,217.3 16,065.5 18,314.7
Investment in associates/JVs 89.0 88.8 88.8 88.8 88.8
Insurance assets 0.0 0.0 0.0 0.0 0.0
Fixed assets 4,518.7 4,489.8 4,572.9 5,064.8 6,050.8
Intangible assets 3,676.6 3,057.9 3,320.2 3,852.5 4,744.9
Other assets 33,219.1 36,830.8 39,409.0 42,167.6 45,119.3
Total assets 521,117.1 591,907.7 648,816.9 735,316.9 839,937.7
Deposits from customers 427,386.8 454,740.5 507,759.8 573,768.6 654,096.2
Deposits from banks & Fls 15,229.1 28,430.4 29,852.0 31,344.6 32,911.8
Derivatives financial instruments 108.0 0.0 0.0 0.0 0.0
Subordinated debt 0.0 0.0 0.0 0.0 0.0
Other securities in issue 21,382.7 26,060.1 26,060.1 27,363.2 28,731.3
Other borrowings 0.0 0.0 0.0 0.0 0.0
Insurance liabilities 0.0 0.0 0.0 0.0 0.0
Other liabilities 22,749.2 44,049.6 38,800.9 43,978.4 50,038.4
Total liabilities 486,855.8 553,280.7 602,472.9 676,454.8 765,777.8
Share capital 18,852.2 18,852.2 18,852.2 18,852.2 18,852.2
Reserves 15,409.2 19,774.8 27,491.9 40,010.0 55,307.8
Shareholders' funds 34,261.3 38,627.0 46,344.0 58,862.2 74,160.0
Preference shares 0.0 0.0 0.0 0.0 0.0
Minority interest 0.0 0.0 0.0 0.0 0.0
Total equity 34,261.3 38,627.0 46,344.0 58,862.2 74,160.0
Total liabilities & equity 521,117.1 591,907.7 648,816.9 735,316.9 839,937.7
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Ratios

Growth (%)

Net interest income 3.8 43.3 40.2 14.5 11.5
Non-interest income (0.1) 56.7 (31.4) 121 15.2
Operating expenses (10.5) 12.0 4.3 7.9 11.0
Pre-provision profit 24.8 91.3 23.8 17.7 12.9
Core net profit 33.6 52.6 68.2 53.5 21.6
Gross loans 14.0 13.0 11.5 13.0 13.0
Customer deposits 0.1) 6.4 11.7 13.0 14.0
Total assets 5.8 13.6 9.6 13.3 14.2
Profitability (%)

Non-int. income/Total income 32.4 34.4 20.4 20.1 20.6
Average lending yields 6.21 6.86 9.30 9.30 9.30
Average cost of funds 3.82 3.90 5.50 5.50 5.50
Net interest margin 2.59 3.35 4.20 4.30 4.20
Cost/income 55.1 41.8 37.7 35.6 35.2
Liquidity (%)

Loans/customer deposits 89.2 95.2 95.1 95.3 94.4
Asset quality (%)

Net NPL (0.3) 0.3) 0.0 0.1 0.0
Gross NPL 1.5 1.0 1.3 1.2 1.2
Loan loss coverage 120.3 131.5 96.2 92.2 97.3
Capital adequacy (%)

CET1 na na na na na
Tier 1 capital 9.3 8.9 9.9 11.1 12.2
Risk-weighted capital 9.9 9.5 10.5 11.7 12.8
Returns (%)

ROAE 9.5 12.6 18.2 22.5 21.7
ROAA 0.6 0.8 1.2 1.7 1.8
Shareholders equity/assets 6.6 6.5 71 8.0 8.8

Source: Company; Maybank IBG Research
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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 (“I0OD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the IOD 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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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 6 August 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 6 August 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 6 August 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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