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       VPBank (VPB) [BUY +29.2%] Update Report 

 

FEC trade sale – positive re-rating catalyst 
• We upgrade VPB to BUY from OUTPERFORM and lift our target price (TP) by 50% as we increase 

our aggregate net income projection during 2020-24 by 31%. The increase in net income forecasts 

is driven in large part by upward revisions (1) in FEC’s loan CAGR during 2019-2024F to 10% vs 

6% previously with (2) NIM remaining at 25% vs 21% previously.  

• We increase our 2020F net income by 8.4% to VND10.6tn/USD454mn due to a 7.3% lift in pre-

provision operating profit (PPOP) more than offsetting a 6.4% lift in provision charges. We expect 

strong net income growth of 27.9% YoY in 2020 due to an easing off in VAMC provisioning.  

• We lift our target 2020 P/B to 1.5x (vs 1.1x previously) given that Circular 18/2019/SBV (Cir.18) 

has removed the regulatory overhang on the consumer finance sector. The lift in our TP reflects 

our reassessment of VPB to accord with the views espoused in our 2020 strategy report. 

• We find VPB (which is in line with its peer valuation) attractive at a 2020F P/B of 1.2x. Our 2020F 

ROE is 22% vs a peer median of 20% — although VPB’s leverage is lower than its peers. Our TP 

implies a 2020F P/B at 1.6x.  

• Downside risks: (1) failure to contain NPLs and credit costs that could lead to lower-than-expected 

2020F bottom-line growth; and (2) execution risk in delivering FEC’s loan mix guidance (see page 

4 for more details). At present, we believe the coronavirus issue is immaterial for VPB.  

FEC consistently contributed around half of the consolidated bank’s net income with its 2020F 

ROE forecast for mid-30s — highlighting how undervalued FEC is within the overall valuation 

of VPB. At VPB’s analyst meeting last week, FEC’s presentation materials projected a loan book size 

of VND125tn in 2024 (16% CAGR during 2019-24G) vs our projection of VND99tn (10% CAGR during 

the same period). FEC’s materials indicate undimmed prospects, even with the implementation of 

Cir.18, as FEC sees credit cards as the main solution to continue to grow yet still be in compliance. 

Even adopting our more modest loan growth assumption and NIM projection of 30.3%, 30.2% and 

29.4% for the next three years, we see compelling undervaluation. 

VPB plans to sell down its stake in FEC in 2020, which is a key re-rating catalyst for FEC and 

the consolidated bank. Per management, VPB plans to sell down its stake in FEC in 2020 — either 

in the form of an IPO or seeking strategic partner(s). We believe VPB will maintain effective control of 

FEC; however, there is no further public information regarding the deal, pending more details at the 

upcoming AGM. In our view, a trade sale has a higher probability of success than a broadly marketed 

institutional offering amid a somewhat lukewarm trading sentiment in the listed space, which is 

evidenced by recent trade sales involving stakes in BID, VCB and BVH in 2019 and an OCB deal in 

early 2020. Given FEC’s ROE, it is valid to argue a valuation of 2.5-3x 2019 P/B based on the Gordon 

Growth Model, equating to ~60% of the current composite valuation of VPB, or implying the parent 

bank is trading at 0.7x 2019 P/B. Also, given the current maturity profile of consumer finance 

penetration in Vietnam, it is challenging for competitors to reach the same scale. 

         

Industry: Banking   2019 2020F 2021F 2022F  

Report Date: February 18, 2020  PPOP y/y 17.5% 13.1% 13.3% 11.8% 

 
  

 
Company Overview 
Vietnam Prosperity Joint Stock Commercial Bank is a 
Vietnam-based commercial bank with two fully-owned 
subsidiaries: an asset management company (VPBank 
AMC) and a consumer finance company (FE Credit). 
VPB derived around half of its consolidated net income 
from FE Credit in 2019. 

 

Current Price: VND27,100  NPAT y/y  12.4% 27.9% 21.2% 15.3% 

Current Target Price: VND35,000  EPS y/y 11.8% 28.4% 21.2% 15.3% 

Previous Target Price: VND23,400  NIM 9.33% 9.16% 9.19% 9.08% 

   NPL  3.42% 3.36% 3.31% 3.21% 

Upside to TP: +29.2%  CIR  33.9% 34.5% 34.5% 34.5% 

Dividend Yield: 0.0%  P/B 1.6x 1.2x 1.0x 0.8x 

TSR: +29.2%  P/E 8.0x 6.2x 5.2x 4.5x 

        

Market Cap: USD2.8bn    VPB Peers VNI 

Foreign Room  USD0  P/E (ttm)   8.0x  7.5x 16.4x 

ADTV30D USD3.7mn  P/B (curr)  1.6x  1.4x  2.2x 

State Ownership 0%  ROE  21.5% 21.5% 13.4% 

Outstanding Shares 2.438 bn  ROA  2.4% 1.7% 2.2% 

Fully Diluted Shares 2.438 bn   

-20%

0%

20%

40%

Feb-19 May-19 Aug-19 Nov-19 Feb-20

VPB VNI

 
Nghia Dien  

Senior Analyst 

nghia.dien@vcsc.com.vn 

+84 28 3914 3588 ext. 138 
 

Long Ngo 

Associate Director 
long.ngo@vcsc.com.vn 

+84 28 3914 3588 ext. 123 

 

http://www.vcsc.com.vn/
https://www.vcsc.com.vn/reading-book/vietnam-strategy-2020---premium-growth-in-a-slow-growth-world/309222
mailto:nghia.dien@vcsc.com.vn
mailto:long.ngo@vcsc.com.vn


 

See important disclosure at the end of this document  www.vcsc.com.vn | VCSC<GO>   February 18, 2020 | 2 

 
 

 

2019 recap: Results ahead of forecast on NOII  

Figure 1: VPB’s consolidated 2019 results 

(VND bn)  2018 2019 YoY 

% of 

VCSC’s 

2019F 

VCSC comments 

Net interest income  24,702 30,492 23.4% 102% 

- Strong NII growth was derived from a consolidated NIM 

expansion of 51 bps YoY to 9.33%. FEC’s loan yield 

trended in positive direction as it stood at 39.4% in 

FY2019 vs 36.9% in FY2018. 

Net fee income*  1,509 2,753 82.5% 113% 

- Consolidated pure NFI growth was 84% with the parent 

bank recording 65% growth. The parent bank’s strong 

performance was supported by bancassurance (+41% 

YoY in net fees) and banking services (+139% YoY in net 

fees). Other fee income, which was mainly driven by the 

credit card segment, grew 93%.  

- The higher growth rate in consolidated pure NFI was 

because of a bounce at FEC from a low base in 2018.  

Total NOII 6,384 5,863 -8.2% 114% - Drop in NOII because of low recovery income at FEC. 

Total operating income 
(TOI) 

31,086 36,356 17.0% 104%  

OPEX (10,634) (12,334) 16.0% 101%  

PPOP 20,452 24,021 17.5% 105%  

Provision expenses (11,253) (13,688) 21.6% 103% 

- Write-offs to gross loans stood at 14.0% (-30 bps YoY) 

at FEC and 2.14% (+32 bps YoY) at the parent bank. The 

rise in the parent bank’s write-off rate was offset by a 

strong recovery. The parent bank fully provisioned for its 

VAMC balance by YE2019.  

Net profit  7,356 8,268 12.4% 109% 
- Net income growth, excluding a one-off gain from a 

bancassurance upfront with AIA in 2018, was 23.9% YoY. 

NIM 8.82% 9.33% 51 bps   

Interest-earning asset 
yield 

14.39% 15.21% 82 bps  

- Given that FEC has ~95% market share in credit cards 

among consumer finance companies (2019) – in addition 

to its aggressive expansion plan – we expect the credit 

card segment will offset the drop in direct disbursement 

cash loans portion that we anticipate in coming years.  

Cost of funds 6.05% 6.40% 35 bps   

CASA ratio**  13.7% 13.3% -0.4 ppts   

Term deposits in FX (%) 1.8% 1.2% -0.6 ppts   

CIR 34.2% 33.9% -0.3 ppts   

NPL 3.51% 3.42% -9 bps   

Loan growth (YTD) 21.5% 15.9% -5.6 ppts  

- Loan growth at the parent bank/FEC was 14.5%/13.7% 

YoY (the disparity between consolidated figure and 

breakdown numbers is the result of a reclassification of 

syndicated loans from FEC to the parent bank).  

- 2019 consolidated credit growth was 16.9% YoY as 

VPB’s corporate bond balance surged 61% YoY.  

- FEC’s 2019 loan book size was VND60.6tn/USD2.6bn. 

The company liquidated syndicated loans that were built 

up in 2018; therefore, with 13.7% loan book growth, the 

growth of consumer finance loans was 21.3%.  

Deposit growth (YTD) 27.9% 25.2% -2.7 ppts   

Source: VPB & VCSC, units are in VND bn unless otherwise stated - *Net fee income includes FX income, 

**CASA volume included demand and margin deposits.  

http://www.vcsc.com.vn/
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2020 outlook: Net income to see strong growth      

Figure 2: VCSC’s 2020 forecasts  

(VND bn)  2019 
2020F 

 old  

2020F 

 new 

2020F 

new vs 

2019 

VCSC comments on 2020 forecasts 

Net interest income  30,492 32,754 34,277 12.4% 

- We lift our 2020F NII by 4.6%, mainly derived from a lift 

in our consolidated NIM projection. We factor in a slight 

slide in FEC’s loan yield to ~38% (vs 36% previously) 

from the current high level of ~39% in 2020F.  

Net fee income* 2,753 2,899 3,270 18.8% 

- We lift our 2020F NFI by 12.8% as 2019 performance 

posted signs of (1) improvement in banking and 

insurance services at both the parent bank and FEC; and 

(2) strong growth momentum of the credit card segment.  

Total NOII 5,863 6,209 7,214 23.0% 

- Our 2020F total NOII increases by 16.2% vs our 

previous forecast, which is mainly supported by our lift in 

income from recovery of written-off debts due to high 

2018 and 2019 write-off rates.  

TOI 36,356 38,964 41,491 14.1%  

OPEX  (12,334) (13,637) (14,314) 16.1% 

- We believe investment in automation at VPB/FEC helps 

to reduce staff costs and presses down CIR. We see a 

sustainable consolidated CIR level in the coming years 

at ~35%, which is among the lowest level vs peers.  

PPOP 24,021 25,326 27,177 13.1%  

Provision expenses (13,688) (13,120) (13,955) 2.0% 

- While we lift our 2020F consolidated write-offs to gross 

loans to 4.32% from 4.20% as FEC’s write-off rate was 

still high in 2019, we believe the YoY rise in consolidated 

provision charges in 2020 will slow due to an easing in 

VAMC provisioning. 

Net profit  8,268 9,761 10,578 27.9% 
- Our 2020F net income increases by 8.4% as a 7.3% lift 

in PPOP more than offsets a 6.4% lift provision charges 

NIM 9.33% 8.99% 9.16% -17 bps  

Interest-earning asset 

yield 
15.21% 14.41% 15.09% -12 bps 

- We expect a slight decrease in the consolidated loan 

yield as the current level of loan yield at both the parent 

bank/FEC of ~12%/~39% are a high base in the context 

of intensifying competition, in our view. However, we 

believe there will be no severe drop in consumer finance 

loan yield as FEC implements its Cir.18 compliance (see 

our discussion on page 4) 

Cost of funds 6.40% 6.14% 6.51% 11 bps  

CASA ratio** 13.3% 14.0% 14.0% 0.7 ppts  

CIR 33.9% 35.0% 34.5% 0.6 ppts  

NPL 3.42% 3.94% 3.36% -6 bps  

Gross loans  257,184 289,808 289,879 12.7% 

- Our 2020F consolidated loan book is relatively 

unchanged with the loan growth forecast of the parent 

bank/FEC at 15%/13% YoY.  

Customer deposits  213,950 229,897 246,042 15.0%  

Valuable papers  57,600 48,347 62,208 8.0%  

Total assets  377,214 402,760 425,465 12.8%  

Total equity  42,218 49,919 53,364 26.4%  

ROAE 21.5% 21.5% 22.1% 0.6 ppts  

ROAA 2.4% 2.6% 2.6% 0.2 ppts  

Regulated LDR 79.8% 86.0% 80.8% 1.0 ppts  

Source: VCSC, units are in VND bn unless otherwise stated – *Net fee income includes FX income, 
**CASA volume included demand and margin deposits   

http://www.vcsc.com.vn/
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Cir.18 to have negligible impact on FEC’s loan yield and loan growth outlook, in our view. The 

SBV promulgated Cir.18 in November 2019 to introduce staggered caps on the cash loan component of 

the overall loan book of consumer finance companies. Our initial reading of Cir.18 missed that only 

outstanding balance of cash loans per customer in excess of VND20mn will be part of the cap calculation, 

thus Cir.18 encourages smaller size cash loans. Also, the credit card segment is not a part of the cap 

calculation. Cir.18 settles the regulatory framework for the next five years for the consumer finance sector; 

however, it importantly opts to avoid imposing the one thing that could have quickly damaged ROE – an 

interest rate cap. Figures 3 & 4 map management guidance for a structural change of FEC’s loan book 

five years down the line. We believe there will be little impact on loan yield as FEC carries out its 

compliance of Cir.18 in the next five years and as we expect the aggressive expansion plan of the credit 

card segment will offset for the drop in the cash loans portion.   

Figure 3: Company guidance for FEC’s loan book breakdown by segment (2020-2024) 
 2016 2017 2018 2019 2020G 2021G 2022G 2023G 2024G 

Two-wheeler loans  8% 8% 9% 8% 7% 7% 6% 6% 5% 

Consumer durable loans  11% 9% 8% 6% 5% 5% 5% 4% 4% 

Cash loans (new-to-bank) 33% 30% 22% 21% 19% 18% 16% 15% 14% 

Cash loans (cross-sell/top-up) 48% 47% 54% 52% 50% 48% 46% 44% 42% 

Credit card  1% 5% 7% 14% 18% 23% 27% 31% 35% 

Source: VPB 

Figure 4: Direct disbursement cash loans* as calculated in accordance with Cir.18 as % of 

total loan book and company guidance for 2020-2024 

 
Source: VPB - * Direct disbursement only applied for cash loans in excess of VND20mn 

We see sustainable NIM of FEC toward the end of our explicit forecast period at ~25% vs the 

current level of ~30% in the context of intensifying competition. The booming period (2014-2017) of 

the consumer finance sector has passed in which FEC’s loan CAGR was 131% during the period. The 

loan CAGR of FEC during 2017-2019 slowed to a 16% CAGR. According to Stoxplus, the proportion of 

consumer finance companies within loans outstanding in the segment accounted for 7.4% in 2018; this 

represents a drop from 14.6% in 2014, indicating both the strong performance of traditional banks’ share 

and progress in penetrating the addressable market (i.e., unbanked segment of the population). However, 

there is still room for FEC to deliver mid-10% loan growth from its current high base in the coming year, 

which is supported by increased worker income in this addressable market.  

  

56% 53% 54% 59%
45% 40% 35%

25% 21%

70%

60%

50%

30%

2016 2017 2018 2019 2020G 2021G 2022G 2023G 2024G

Direct disbursement under Cir.18 as % of FEC's loan book Cap under Cir.18

http://www.vcsc.com.vn/
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Key figures of VPB    

Figure 5: NIM (%) and NII (VND bn) (2017-2022F)  Figure 6: TOI components (2017-2022F)  

  
Source: VPB, VCSC  Source: VPB, VCSC 

 
Figure 7: OPEX, provision expenses and PBT as % of 
TOI (2017-2022F)  

Figure 8: NPAT (VND bn) and growth (%) (2017-2022F)  

  

Source: VPB, VCSC Source: VPB, VCSC 

 
Figure 9: NPL ratio, annualized write-offs over gross 
loans and LLR** of banks under coverage (FY 2019) 

Figure 10: Interest-earning asset yields of banks under 
VCSC’s coverage (FY 2019) 

  
Source: Company data, VCSC – * standalone bank only, ** 
LLR is percentage of total provision balance over NPLs 

Source: Company data, VCSC - * standalone bank only  
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Valuation  

We utilize two valuation methodologies in estimating our target price, assigning equal weighting for the 

residual income method and target P/B multiples. Our target price is VND35,000/share. 

Figure 11: Cost of equity 

Cost of equity  

Risk free rate 4.5% 

Beta 1.0 

Market risk premium 8.7% 

Cost of equity 13.2% 

Source: VCSC 

Figure 12: Valuation summary  

Method Fair value Weighting Contribution 

Residual income  90,482 (USD3.88bn) 50%           45,241  

Target P/B at 1.5x 2020F 80,046 (USD3.44bn) 50%           40,023  

Composite valuation    85,264 (USD3.66bn) 

Number of shares outstanding (bn)   2.438 

Target price (VND)   35,000 

Upside    29.2% 

Dividend yield   0.0% 

TSR   29.2% 

2020F P/B at TP    1.60x 

RATING    BUY 

Source: VCSC; units are in VND bn unless otherwise stated 

Figure 13: Residual income model  

Residual income  2020F 2021F 2022F 2023F 2024F 

ROE (over beginning period equity) 25.1% 24.0% 22.6% 21.0% 19.2% 

COE 13.2% 13.2% 13.2% 13.2% 13.2% 

Economic Margin  11.9% 10.8% 9.4% 7.8% 6.0% 

Equity value (Beginning period) 42,218 53,364 65,417 79,313 94,952 

Residual income (RI) 5,006 5,778 6,148 6,168 5,740 

PV of residual income  4,422 4,509 4,238 3,757 3,088 

Sum PV of RI 20,014   

PV of terminal value (2.5% intermediate growth rate for 10 
years and 2% perpetual growth) 

28,250   

Beginning EV (YE2019) 42,218   

Fair equity value 90,482   

Number of shares outstanding (bn) 2.438   

Fair value per share (VND) 37,117   

Source: VCSC; units are in VND bn unless otherwise stated 

We maintain our assumption on an intermediate growth rate of 2.5% for 10 years after the explicit forecast 

as well as our assumption on a perpetual growth rate of 2% for VPB (a one-ppt lower rate relative to other 

banks in our coverage) due to intensifying competition in the consumer finance space.   

http://www.vcsc.com.vn/
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Comparable peers   

VPB has been closing the valuation gap to its peers during the first two months of 2020 as its stock price 

has risen ~35% YTD as of February 17, 2020, after delivering solid 2019 results. VPB is currently trading 

at a slight premium of 4.8% to the peer median 2020F P/B at 1.24x (Figure 14). Our observation suggests 

that VPB traded at an average discount of 17.0% to the peer median trailing P/B in the past 12 months.  

VPB is operating under a well-capitalized condition in a sector that is hungry for capital. Both the parent 

bank and FEC focus on unsecured high-yield segments. Additionally, both have posted signs of 

improvement in their core businesses and credit quality control over the course of 2019. VPB maintained 

high return metrics with 2019 ROE and ROA of 21.5% and 2.4% against a peer median of 21.5% and 

1.8%, respectively. The bank has fully provisioned for its VAMC balance in 2019, thus its ROE is expected 

to rise in 2020, which is derived from an easing off in VAMC provisioning given a contained credit quality.  

FEC has shown positive signs of developing its credit card segment to offset the reduction in its cash 

loans portion in the coming years. Also, only cash loans with ticket size of over VND20mn will be part of 

the cap calculation under Cir.18. Therefore, we revise (1) our view that Cir.18 will not severely impact 

FEC’s loan yield and (2)  our net income CAGR forecast during 2019-24 to 17% vs 10% 

previously.  

Given sound fundamentals of the parent bank and FEC’s large scale (leading market share with a 

USD2.6bn consumer finance loan book) embedded within the consolidated entity’s valuation, we find 

VPB attractive at a current consensus P/B forward of 1.30x. Taken together, we put the bank at a 2020F 

target P/B of 1.5x.  

Figure 14: Bloomberg consensus forecasts for Vietnamese banks 

Bloomberg 
Ticker 

Market 
Cap. 
(USD 
bn) 

 P/E   P/B   ROE  ROA 
Equity 

Multiplier 
NPL 

  2019 2020F 2021F 2019 2020F 2021F 2019 2020F 2021F TTM 2019 2019 

ACB VN 1.88 7.42 6.81 6.13 1.58 1.32 1.12 24.6% 20.8% 20.4% 1.68% 13.82 0.54% 

BID VN 8.92 21.33 23.48 19.37 2.77 2.47 2.38 13.5% 13.7% 14.5% 0.61% 19.16 1.74% 

CTG VN 4.26 10.45 10.25 7.01 1.29 1.19 1.02 13.1% 13.4% 13.4% 0.80% 16.04 1.16% 

MBB VN 2.22 6.10 6.05 5.12 1.34 1.13 0.95 22.1% 21.0% 20.4% 2.06% 10.60 1.16% 

VCB VN 14.27 17.87 15.92 13.72 3.87 3.06 2.59 25.1% 23.8% 22.4% 1.61% 14.27 0.78% 

STB VN 0.90 10.41 8.21 6.37 0.79 0.66 0.59 9.6% 10.3% 13.2% 0.57% 16.96 1.94% 

HDB VN 1.19 7.82 7.56 6.62 1.47 1.36 1.18 21.6% 19.5% 19.6% 1.87% 12.84 1.53% 

TCB VN 3.59 8.26 7.67 6.52 1.35 1.15 0.98 18.0% 17.0% 16.4% 2.91% 6.18 1.36% 

TPB VN 0.78 5.82 5.64 4.84 1.38 1.12 0.93 26.1% 22.4% 21.3% 2.06% 12.59 1.29% 

Median  8.14 7.61 6.44 1.42 1.24 1.04 21.5% 20.2% 19.6% 1.78% 13.82 1.33% 

VPB VN 2.84 8.02 6.77 5.84 1.56 1.30 1.05 21.5% 20.8% 19.6% 2.39% 8.94 3.42% 

Source: Bloomberg as of February 17, 2020 

 
Statistical relationship between ROE and PB for Vietnamese banks: 

𝑷/𝑩𝒊𝒕 = 𝜶 + 𝜷𝑹𝑶𝑬𝒊𝒕 + 𝜸𝑫𝒖𝒎𝒎𝒚𝒊 + 𝝁𝒊𝒕 

Where: 

1. i = 1,…,10 (being 10 banks under our coverage) 

2. t = H2 2017,…,H2 2019 (some banks do not have five entries, hence the dataset is slightly 

unbalanced). H2 2017 was chosen as the starting point because it captured the listing of VPB 

and was quickly followed by HDB. 

3. ROE = trailing 12-month return on equity 

4. Dummy = 1 for majority Government owned banks and 0 for private banks 

http://www.vcsc.com.vn/
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5. P/B = current price to book ratio 

Observations: 47 (42 without VCB) 

Notes: 

1. We control for AR1 serial correlation 

2. Residuals are weighted by the gross loan book to acknowledge that SOE banks have larger 

balance sheets than private banks 

3. Although the Dummy variable is not statistically significant, we find that including the Dummy 

variable improves the Akaike’s Information Criterion (AIC) value of the regression and improves 

the statistical significance of 𝜷 

Figure 15: Regression with VCB 

Parameter Estimate Std. Error Sig. (p-value) 

Intercept 1.042 0.568 0.085 

β 0.012 0.018 0.487 

 0.970 0.970 0.125 

Akaike’s Information Criterion (AIC) 63.3   

Source: Company data and VCSC 

Figure 16: Regression with VCB (six months ago) 

Parameter Estimate Std. Error Sig. (p-value) 

Intercept 0.749 0.540 0.189 

β 0.040 0.021 0.066 

 0.847 0.467 0.124 

Akaike’s Information Criterion (AIC) 60.9   

Source: Company data and VCSC 

Figure 17: Regression without VCB 

Parameter Estimate Std. Error Sig. (p-value) 

Intercept 1.055 0.357 0.007 

β 0.018 0.015 0.237 

 0.318 0.294 0.312 

Akaike’s Information Criterion (AIC) 36.7   

Source: Company data and VCSC 

Figure 18: Regression without VCB (six months ago) 

Parameter Estimate Std. Error Sig. (p-value) 

Intercept 0.742 0.348 0.049 

β 0.043 0.017 0.017 

 0.380 0.244 0.162 

Akaike’s Information Criterion (AIC) 35.4   

Source: Company data and VCSC 

Given that the statistical relationship between P/B and ROE has completely broken down with the addition 

of H2 2019 data as p-values are above 0.05 (which indicate an insignificant relationship), even with 

exclusion of VCB, we will then temporarily halt calculating a fair P/B based on regression analysis until 

such time as statistical significance returns. 
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Figure 19: Sensitivity analysis of our 2020F P/B for VPB in relation to ROE derived from 

Gordon growth model and terminal growth rate, ceteris paribus. 
 2020F ROE 
 

 18.1% 20.1% 22.1% 24.1% 26.1% 

Terminal growth 
(g) 

1.0% 1.40 1.57 1.73 1.90 2.06 
1.5% 1.42 1.59 1.76 1.93 2.11 
2.0% 1.44 1.62 1.80 1.98 2.15 
2.5% 1.46 1.65 1.84 2.02 2.21 
3.0% 1.48 1.68 1.88 2.07 2.27 
3.5% 1.51 1.71 1.92 2.13 2.33 

 

Source: VCSC 

The above sensitivity matrix illustrates a fair value P/B multiple for VPB at 1.80x using the Gordon Growth 

Model (GGM) with our 2020F ROE of 22.1%, cost of equity at 13.2% (Figure 11) and terminal growth 

assumption of 2%. The P/B multiple derived from GGM is 12.5% higher than our 2020F projected P/B 

multiple of 1.60x at a target price of VND35,000/share (Figure 12) because we project 2020 net income 

will present a high base and ROE will trend down from 2021 onward toward a sustainable level of 18% 

at the end of our explicit forecast period.  

Figure 20: Vietnam banks P/B (y-axis) and ROE (x-axis) (2020F) 

 
Source: VCSC, Red dots signify SOCBs, priced on February 17, 2020 

Risk to our positive view and forecasts: VPB may fail to meet our NPL ratio and earnings expectations 

either due to its failure to execute on its business model regarding high-yield businesses, failure to 

continue growing its retail franchise/digital banking or a macro-driven banking crisis that leads to a new 

cycle of NPLs. 

* Regarding coronavirus, we believe there will not be a significant spike in official unemployment and that 

banks will generally be able to accommodate some selected temporary disruption to cash flows among 

business customers — hence no major spike in NPLs. The issue of coronavirus is immaterial for VPB, in 

our view. 
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History of recommendations  

Figure 21: Historical VCSC target price vs share price (VND, adjusted for all share issues) 

 

Source: Bloomberg, VCSC   
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Financial Statements   

P&L (VND bn) 2019 2020F 2021F 2022F  BS (VND bn) 2019 2020F 2021F 2022F 

Interest inc. 49,697 56,478 63,526 70,505  Cash & equivalents  2,459 2,789 3,142 3,541 

Interest exp. (19,204) (22,201) (24,691) (27,233)  Balances with SBV  3,454 5,798 6,516 7,261 

Net interest inc. 30,492 34,277 38,835 43,272  Due from FIs  20,098 22,107 24,318 26,750 

Fee & commission inc. 2,970 3,541 4,249 4,972  ST investments  69,202 79,441 87,319 100,258 

Other non-interest inc. 2,893 3,673 3,937 4,303  Net customer loans  253,100 284,363 323,312 363,857 

Total non-interest inc. 5,863 7,214 8,186 9,275  HTM  1,094 432 170 67 

Total operating inc. 36,356 41,491 47,021 52,546  Long term investments  174 170 162 153 

Non-interest exp. (12,334) (14,314) (16,222) (18,128)  Property & equipment  1,923 2,019 2,120 2,226 

Other G&A exp. 0 0 0 0  Other assets  25,710 28,347 28,456 27,749 

Total operating exp. (12,334) (14,314) (16,222) (18,128)  Total assets  377,214 425,465 475,514 531,862 

PPOP 24,021 27,177 30,799 34,418       

Provision exp. (13,688) (13,955) (14,773) (15,941)  Borrowings from SBV  19 22 25 28 

Other inc./exp. 0 0 0 0  IB deposits & borrowings  50,868 50,983 53,532 56,208 

Pre-tax profit 10,334 13,222 16,026 18,477  Other borrowed funds  292 258 229 202 

Taxes (2,066) (2,643) (3,204) (3,694)  Customer deposits  213,950 246,042 278,027 314,171 

Net profit 8,268 10,578 12,822 14,783  Other financial int.  46 0 0 0 

Minorities/pref divs 0 0 0 0  Valuable papers  57,600 62,208 65,318 68,584 

Attributable net profit 8,268 10,578 12,822 14,783  Other liabilities  12,222 12,589 12,966 13,355 

Adj wt avg shares (mn) 2,447 2,438 2,438 2,438  Shareholders’ equity  42,218 53,364 65,417 79,313 

EPS (VND) 3,379 4,339 5,260 6,064  MI  0 0 0 0 

DPS (VND) 0 0 0 0  Liabilities & equity  377,214 425,465 475,514 531,862 

       

RATIOS (%) 2019 2020F 2021F 2022F  RATIOS (%) 2019 2020F 2021F 2022F 

Growth      Profitability     

Loan growth   16.1 12.7 13.6 12.5  NIM   9.33 9.16 9.19 9.08 

Deposit growth   25.2 15.0 13.0 13.0  Int-earning asset yields   15.21 15.09 15.03 14.80 

TOI growth   17.0 14.1 13.3 11.8  Funding costs   6.40 6.51 6.53 6.51 

PPOP growth   17.5 13.1 13.3 11.8  CIR   33.9 34.5 34.5 34.5 

NPAT growth   12.4 27.9 21.2 15.3       

      ROE decomposition (as % of avg total assets)  

Asset quality        NII  8.71 8.54 8.62 8.59 

Group 2 / loans   4.76 4.76 4.76 4.76  Provisions  -3.91 -3.48 -3.28 -3.16 

NPL ratio  3.42 3.36 3.31 3.21  Post-provision NII  4.80 5.06 5.34 5.43 

LLR  46.4 56.7 56.2 57.8  Non-Interest inc.  1.67 1.80 1.82 1.84 

Provision exp. / loans   5.32 4.81 4.48 4.30  Operating exp.  -3.52 -3.57 -3.60 -3.60 
      Taxes & MI -0.59 -0.66 -0.71 -0.73 

Liquidity        ROAA  2.36 2.64 2.85 2.93 

CAR under Basel II   11.1 11.7 12.5 13.2  Equity Mult. (x)  9.1 8.4 7.6 7.0 

Regulated LDR   79.8 80.8 81.5 81.2  ROAE  21.5 22.1 21.6 20.4 

 

Source: Company data, VCSC  
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VCSC Rating System 

Stock ratings are set based on projected total shareholder return (TSR), defined as (target price – current price)/current price + 

dividend yield, and are not related to market performance. 

Equity rating key Definition 

BUY If the projected TSR is 20% or higher 

OUTPERFORM If the projected TSR is between 10% and 20% 

MARKET PERFORM If the projected TSR is between -10% and 10% 

UNDERPERFORM If the projected TSR is between -10% and -20% 

SELL If the projected TSR is -20% or lower 

NOT RATED The company is or may be covered by the Research Department but no rating or target 

price is assigned either voluntarily or to comply with applicable regulation and/or firm 

policies in certain circumstances, including when VCSC is acting in an advisory 

capacity in a merger or strategic transaction involving the company. 

RATING SUSPENDED, 

COVERAGE TERMINATED 

A rating may be suspended, or coverage terminated, if fundamental information is 

deemed insufficient to determine a target price or investment rating or due to a 

reallocation of research resources. Any previous investment rating and target price are 

no longer in effect. 

Unless otherwise specified, these performance parameters are set with a 12-month horizon. Movement in share prices may cause 

a temporary mismatch between the latest published rating and projected TSR for a stock based on its market price and the latest 

published target price.  

Target prices are generally based on the analyst's assessment of the stock’s fair value over a 12-month horizon. However, the 

target price may differ from the analyst’s fair value if the analyst believes that the market will not price the stock in line with assessed 

fair value over the specified time horizon. 

Risks: Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect 

the value, price or income of any security or related instrument mentioned in this report. For investment advice, trade execution or 

other enquiries, clients should contact their local sales representative. 
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Disclaimer 

Analyst Certification of Independence 

We, Nghia Dien and Long Ngo, hereby certify that the views expressed in this report accurately reflect our personal views about the subject securities 

or issuers. We also certify that no part of our compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 

expressed in this report. The equity research analysts responsible for the preparation of this report receive compensation based upon various factors, 

including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which include revenues from, among 

other business units, Institutional Equities and Investment Banking. 

VCSC and its officers, directors and employees may have positions in any securities mentioned in this document (or in any related investment) and 

may from time to time add to or dispose of any such securities (or investment). VCSC 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. 

Copyright 2013 Viet Capital Securities Company “VCSC”. All rights reserved. This report has been prepared on the basis of information believed to 

be reliable at the time of publication. VCSC makes no representation or warranty regarding the completeness and accuracy of such information. 

Opinions, estimates and projection expressed in this report represent the current views of the author at the date of publication only. They do not 

necessarily reflect the opinions of VCSC and are subject to change without notice. This report is provided, for information purposes only, to institutional 

investors and retail clients of VCSC in Vietnam and overseas in accordance to relevant laws and regulations explicit to the country where this report 

is distributed, and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction. Investors must make 

their investment decisions based upon independent advice subject to their particular financial situation and investment objectives. This report may not 

be copied, reproduced, published or redistributed by any person for any purpose without the written permission of an authorized representative of 

VCSC. Please cite sources when quoting. 

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by VCSC 

issued by VCSC has been prepared in accordance with VCSC’s policies for managing conflicts of interest arising as a result of publication and 

distribution of investment research. Many European regulators require a firm to establish, implement and maintain such a policy. This report has been 

issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 2000 (Financial 

Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not be acted on or relied on by persons who 

are not relevant persons. Any investment or investment activity to which this document relates is only available to relevant persons and will be engaged 

in only with relevant persons. In other EEA countries, the report has been issued to persons regarded as professional investors (or equivalent) in their 

home jurisdiction. Australia: This material is issued and distributed by VCSC in Australia to "wholesale clients" only. VCSC does not issue or distribute 

this material to "retail clients". The recipient of this material must not distribute it to any third party or outside Australia without the prior written consent 

of VCSC. For the purposes of this paragraph the terms "wholesale client" and "retail client" have the meanings given to them in section 761G of the 

Corporations Act 2001. Hong Kong: The 1% ownership disclosure as of the previous month end satisfies the requirements under Paragraph 16.5(a) 

of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission. (For research published 

within the first ten days of the month, the disclosure may be based on the month end data from two months prior.) Japan: There is a risk that a loss 

may occur due to a change in the price of the shares in the case of share trading, and that a loss may occur due to the exchange rate in the case of 

foreign share trading. In the case of share trading, VCSC will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying 

the executed price by the commission rate which was individually agreed between VCSC and the customer in advance. Korea: This report may have 

been edited or contributed to from time to time by affiliates of VCSC. Singapore: VCSC and/or its affiliates may have a holding in any of the securities 

discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures section above. 

India: For private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand: This material is issued and distributed 

by VCSC in New Zealand only to persons whose principal business is the investment of money or who, in the course of and for the purposes of their 

business, habitually invest money. VCSC does not issue or distribute this material to members of "the public" as determined in accordance with section 

3 of the Securities Act 1978. The recipient of this material must not distribute it to any third party or outside New Zealand without the prior written 

consent of VCSC. Canada: The information contained herein is not, and under no circumstances is to be construed as, a prospectus, an 

advertisement, a public offering, an offer to sell securities described herein, or solicitation of an offer to buy securities described herein, in Canada or 

any province or territory thereof. Any offer or sale of the securities described herein in Canada will be made only under an exemption from the 

requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable securities 

laws or, alternatively, pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canada in which such 

offer or sale is made. The information contained herein is under no circumstances to be construed as investment advice in any province or territory of 

Canada and is not tailored to the needs of the recipient. To the extent that the information contained herein references securities of an issuer 

incorporated, formed or created under the laws of Canada or a province or territory of Canada, any trades in such securities must be conducted 

through a dealer registered in Canada. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed judgment 

upon these materials, the information contained herein or the merits of the securities described herein, and any representation to the contrary is an 

offence. Dubai: This report has been issued to persons regarded as professional clients as defined under the DFSA rules. United States: This 

research report prepared by VCSC is distributed in the United States to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities 

Exchange Act of 1934, as amended) only by Decker&Co, LLC, a broker-dealer registered in the US (registered under Section 15 of Securities 

Exchange Act of 1934, as amended). All responsibility for the distribution of this report by Decker&Co, LLC in the US shall be borne by Decker&Co, 

LLC. All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the US. This report is not directed at 

you if VCSC Broker or Decker&Co, LLC 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 Decker&Co, LLC and VCSC is permitted to provide research material concerning investment to you 

under relevant legislation and regulations. 
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