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HD BANK [HDB VN] - Erratum 27 September 2019
Action Event
HOLD - Underperform Our 26 September initiation note applied the wrong share count to

our valuation. This note corrects that error, and our 12-month target

TP ide: 169
upside %o increases by 10.5% from the previous VND 28,016 to VND30,970.

Close 27.09.2019

Price 26,650 Our Take
12M Target 30,970 .
Because we are analyzing the post-merger HDB, we correctly factored
15.0% in the additional 186 million shares that HDB will issue for the PG
10.0% Bank acquisition in yesterday’s report. However, we also factored in
0% the 30% stock dividend in 2019; which was incorrect.
oo m\r"‘5 o7 72 82 o2 The share count for the post-merger HDB is 1,167 million shares and
0% M_v we have applied this in our corrected valuation. Our valuation
“10.0% TR TnNDEX changes from the original VND28,016 to VND 30,970 (offering upside
s of 16% based on close price on Sep 27th). This new target price
Market cap US$1.1 bn . . .
6M avg. daily turnover US$L.6 mn implies P/BV multiples of 2.1x for 2019E and 1.7x for 2020E.
Outstanding shares 981 mn HDB’s estimated fair value (using the corrected share count)
Free float 73% . . . . .
FINI ownership 24.2% Valuation Methods Estimated Price Weight (%) Price
H O,
Major shareholders 13134% Residual Income 32,383 50.0% 16,191
. DDM Perpetuity 35,180 12.5% 4,398
2019E Asset/equity (x) 12.0 .
2019E P/E (x) 8.9 DDM Multiple 32,819 12.5% 4,102
2019E P/B (x) 1.7 Regression 27,037 12.5% 3,380
FOL Room 5.8% Public Comps 23,214 12.5% 2,902
Estimated Fair Value 30,970

Financial outlook (VND bn) Source: Yuanta Vietnam
u . YU, 1

2018A | 2019E 2020E | 2021E Residual Income Model

NIM (%) 4.06 4.42 483 4.94 ) ) ) ,

Fee growth %) 123 52 51 26 Based on the residual income approach, we estimate HDB’s post-

CIR (%) 49.6 46.3 47.7 48.1 merger fair value at VND 32,383 per share (vs. the pre-merger

PPOP growth(%)  42.8 27.8 29.0 20.3 valuation of VND33,545), implying a 21.5% premium to the current

Net profit 2842 3,205 4333 5312 share price (VND 26,650 at Sep 27, 2019) and a 2019E P/BV multiple

ROAA 1.40 1.49 1.64 1.69 £ 2% Pl p > for fair val itivities to ROE and t

ROAE 18.0 194 925 32 of 2.2x. Please see Page 2 for fair value sensitivities to and cos

PE 88 -9 6.6 £ of equity using the corrected share count number.

PB 16 15 15 L3 A better entry opportunity may emerge following the deal’s

Div. yield (%) 5.1 - 5.9 6.9 . . . .
consummation, and we reiterate our overall cautious short-term view

DPS (VND) 1,364 - 1583 1,829

- ) on the stock. From a practical perspective, HDB’s shares may be
*Net profit attributable to shareholders (PATMI minus ) ) ]
employee welfare contribution). pressured after the merger given that some of PG Bank’s minority
shareholders are likely to monetize this asset once they have access

Ry h Analyst: L. .
esearch Analyst to the liquidity of HDB’s shares. As our above-consensus earnings

Tanh Tran

+84 28 3622 6868 ext 3874
tanh.tran@vuanta.com.vn
Bloomberg code: YUTA short-term view.

forecast indicate, we are not particularly bearish on HDB. But we
would await clarity on the acquisition before revisiting our cautious

ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ARE LOCATED IN APPENDIX A.

Yuanta does and seeks to do business with companies covered in its research reports. As a result, investors should
be aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision.


mailto:tanh.tran@yuanta.com.vn
https://yuanta.com.vn/wp-content/uploads/2019/09/HDB_Initiation_Sep-2019.pdf

Residual valuation senstitivities: HDB

Initial Cost of Equity (Declines by 0.1% Annually):

12.0% 12.5% 13.0% 12.9% 13.5% 14.0%

18.0% 46,239 41,840 38,083 38,930 34,961 32,131 29,653 27,472

17.0% 43,414 39,369 35,909 36,690 33,032 30,419 28,130 26,110

16.5% 42,029 38,157 34,844 35,592 32,086 29,580 27,383 25,443

Terminal 16.0% 40,662 36,962 33,792 34,508 31,153 28,752 26,645 24,784
ROE: 15.0% 37,982 34,617 @ 31,731 32,383 29,322 27,128 25,199 23,492
14.0% 35,373 32,335 | 29,723 30,313 27,539 25,546 23,791 22,234

13.0% 32,832 30,112 27,768 28,298 25,803 24,006 22,419 21,008

12.0% 30,359 27,948 25,864 26,336 24,113 22,506 21,083 19,814

11.0% 27,951 25,841 24,011 24,426 22,467 21,046 19,782 18,652
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Balance Sheet Profit and Loss

2017A 2018A 2020E 2021E 2017A | 2018A
(VND bn) m (VND bn) mmm

h & Bal BV: 434 7,482 ,701 , 10,534 Total Net II
Cash & Balances at S 3,43 8 6,70 9,305 0,53 otal Net 6.347 7,646 9122 12,007 14,721
L to Banks: 21,861 32,426 26,021 32,118 31,815 Total Net Fee |
oans to Banks otal Net Fee Income 196 438 666 1,003 1267
I ities: 4 45,292 43, 4,1 4,54 her Net Non-II
nvestment Securities 50,496 5,29 3,368 54,199 54,540 Other Net Non 692 873 966 1211 1,284
| in A i : 7 1 1 2 2 Total Net Non-Il
nvestment in Associates 378 65 86 59 93 otal Net Non 888 1312 1,632 2214 2,550
Derivative: 0 208 235 327 370 Net Operating Income: 7,236 8,957 10754 14,221 17.271
Gross Loans: Total Expenses:
104,497 123,132 143,199 196,922 225,324 (4,072) (4,441) (4,982) (6,777) (8,313)
BES ific Provisi . PPOP:
() Specific Provisions (402) (432) (476) (756) (957) 3,163 4,516 5,772 7,444 8,958
-)G | Provisi : G Provisi :
O General Provisions (759 (908) (1,055  (1451)  (1,661) ross Frovisions 1,017 994  (1,550) (1,839) (2,070)
Total isi : NPL R ies:
otal provisions (1,161)  (1,340)  (1,531)  (2,207)  (2,618) ecoveres 270 483 4tz 497 592
Net L : Net Provisi :
et Loans 103,336 121,792 141,668 194,715 222,706 etrrovisions (7470 (511)  (1,132)  (1,343) (1,478)
Fixed Tangible asset: 526 569 569 587 606 Pre-Tax Income:
2,417 4,005 4,640 6,101 7,480
Int ible Assets: 1,000 1,046 1,046 1,046 1,046 Tax:
ntangible Assets ax 462)  (803)  (928)  (1,220) (1,496)
Real i 4 2 2 2 2 Profit Af :
eal estate investment 6 5 5 5 5 rofit After tax 1,054 3,202 3,712 4,881 5,984
Accrued interests: 3,416 3,519 3,568 3,568 3,568 (=) Minority Interest
(208) (359) (417) (548) (672)
Deferred tax: 21 0 0 0 0 (-) Bonus & Welfare: 3) ~ ~ ~ ~
Other Assets: 4,818 3,507 3,822 2,968 2,304 Net Attributable Inc.:
1,743 2,842 3,295 4,333 5,312
Goodwill 0 0 0 1,075 1,075 Weighted Avg. Shares:
849 935 981 1,074 1,167
: y y y y y Adj Dil EP!
Total Assets 189,334 216,057 227,236 300,218 328,910 djusted Diluted EPS 2,053 3,041 3,359 4,034 4,551
Deposits: 120,537 128,060 144,559 200,737 227,251
Due to SBV & Banks: 37,374 48,601 41,332 53,169 51,825 Key Ratios

Subordinated Notes: ERCERNRPR AN PR- TR RIP AR PRI | 2017a| 2018a | 20198 | 2020E | 2021E

Investment Trust;

o 2,998 3,046 3,542 4,477 4,672 GROWTH (% YoY)

Derivatives & others:
Other Liabilities: 3,873 4,595 5,698 4,384 7,869 Loan growth (% YoY) 27% 18% 16% 37% 14%
Total Liabilities: 174,575 199,229 210,056 278,884 304,398 Deposit growth (YoY %) 17% 6% 13% 39% 13%

h ital & P ium: Pre- isi fi % 43% 28% 29% 20%
Share Capital & Premium 11.852 11.852 11,852 14,852 14,852 re-provision profit 60% 3% 8% 9% 0%
Reserves: Adjusted Net profit 137% 63% 16% 31% 23%

454 776 776 776 776

T Sh Asset 26% 149 5% 329 10%

reasury Shares _ _ ~ (1,478) (1.478) ssets % % % % %
Retained Earnings: LIQUIDITY

etained kamings 1,770 3,007 3359 5991 9,169 Q

i i . 0, [
Minorities Interest: 684 1,193 1193 1,193 1193 Pure LDR 86% 95% 98% 97% 98%
Others LDR under Cir. 36 62% 64% 71% 72% 76%
Total Equity: ASSET QUALITY

14,759 16,828 17,180 21,334 24,512

Total Liabilities & Equity: NPL rati 1.52%  1.53%  1.34%  1.26%  1.18%
otalHabflitles & EQUy: 189334 216,057 227,236 300,218 328,910 ratio ° ° ° ° °




SELECTED FINANCIAL RATIOS FY17A] FY18A| FY19E| FY20E| FY21E| FY22E

Fee Income 66.2% 123.1% 52.0% 50.7% 26.3% 23.3%

Operating costs 24.3% 9.1% 12.2% 36.0% 22.7% 8.3%

Provision 2.3% -2.2% 55.9% 18.7% 12.5% 8.0%

Assets 26.0% 14.1% 5.2% 32.1% 9.6%

(o]
%)
R

Earning assets to total assets 93% 93% 94% 95% 95% 95

X

Loans to Interest Earnings Assets 59% 61% 67% 69% 71% 74%
Deposit growth (YoY %) 17% 6% 13% 39% 13% 12%

LDR under Cir. 36 62% 64% 71% 72% 76% 80%

NPL ratio 1.52% 1.53% 1.34% 1.26% 1.18% 1.11%

Total provisions in a year to Gross loans 1.11% 1.09% 1.07% 1.12% 1.16% 1.15%

Int. rate received on Average IEA 9.62% 8.93% 9.37% 9.63% 9.62% 9.77%

Interest rate spread 4.15% 4.03% 4.37% 4.76% 4.84% 5.02%

Other Non-Interest income to total Income 10% 10% 9% 9%

N
X
~N
X

Cost to income ratio 56% 50% 46% 48% 48% 46%
L
Net credit cost 0.6% 0.6% 0.7% 0.7% 0.8% 0.8%
pROPTABCYY ]
Pre provision ROA 1.67% 2.09% 2.54% 2.48% 2.72% 3.01%
. S L
Adj. ROAA 1.03% 1.40% 1.49% 1.64% 1.69% 1.90%
T R S e A e
Dividend Yield 0.7% 5.1% 0.0% 5.9% 6.9% 8.2%

PER (x) 13.0x 8.8x 7.9x 6.6x 5.9x

>
0
X

Source: Company data, Yuanta Vietnam



Appendix A: Important Disclosures

Analyst Certification

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to
each security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal
views about those securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by that research analyst in the research report.

Ratings Definitions

BUY: We have a positive outlook on the stock based on our expected absolute or relative return over the investment period. Our
thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We
recommend investors add to their position.

HOLD-Outperform: In our view, the stock’s fundamentals are relatively more attractive than peers at the current price. Our thesis
is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.
HOLD-Underperform: In our view, the stock’s fundamentals are relatively less attractive than peers at the current price. Our thesis
is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

SELL: We have a negative outlook on the stock based on our expected absolute or relative return over the investment period. Our
thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We
recommend investors reduce their position.

Under Review: We actively follow the company, although our estimates, rating and target price are under review.

Restricted: The rating and target price have been suspended temporarily to comply with applicable regulations and/or Yuanta
policies.

Note: Yuanta research coverage with a Target Price is based on an investment period of 12 months. Greater China Discovery
Series coverage does not have a formal 12 month Target Price and the recommendation is based on an investment period
specified by the analyst in the report.

Global Disclaimer

© 2019 Yuanta. All rights reserved. The information in this report has been compiled from sources we believe to be reliable, but
we do not hold ourselves responsible for its completeness or accuracy. It is not an offer to sell or solicitation of an offer to buy any
securities. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change
without notice.

This report provides general information only. Neither the information nor any opinion expressed herein constitutes an offer or
invitation to make an offer to buy or sell securities or other investments. This material is prepared for general circulation to clients
and is not intended to provide tailored investment advice and does not take into account the individual financial situation and
objectives of any specific person who may receive this report. Investors should seek financial advice regarding the appropriateness
of investing in any securities, investments or investment strategies discussed or recommended in this report. The information
contained in this report has been compiled from sources believed to be reliable but no representation or warranty, express or
implied, is made as to its accuracy, completeness or correctness. This report is not (and should not be construed as) a solicitation
to act as securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on such
business in that jurisdiction.

Yuanta research is distributed in the United States only to Major U.S. Institutional Investors (as defined in Rule 15a-6 under the
Securities Exchange Act of 1934, as amended and SEC staff interpretations thereof). All transactions by a US person in the
securities mentioned in this report must be effected through a registered broker-dealer under Section 15 of the Securities
Exchange Act of 1934, as amended. Yuanta research is distributed in Taiwan by Yuanta Securities Investment Consulting. Yuanta
research is distributed in Hong Kong by Yuanta Securities (Hong Kong) Co. Limited, which is licensed in Hong Kong by the
Securities and Futures Commission for regulated activities, including Type 4 regulated activity (advising on securities). In Hong
Kong, this research report may not be redistributed, retransmitted or disclosed, in whole or in part or and any form or manner,
without the express written consent of Yuanta Securities (Hong Kong) Co. Limited.

Taiwan persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn: Research

Yuanta Securities Investment Consulting
4F, 225,

Section 3 Nanking East Road, Taipei 104
Taiwan

Hong Kong persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn: Research

Yuanta Securities (Hong Kong) Co. Ltd
23/F, Tower 1, Admiralty Centre

18 Harcourt Road,

Hong Kong



Korean persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Head Office

Yuanta Securities Building
Euljiro 76 Jung-gu

Seoul, Korea 100-845
Tel: +822 3770 3454

Indonesia persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn: Research

PT YUANTA SECURITIES INDONESIA
(A member of the Yuanta Group)
Equity Tower, 10th Floor Unit EFGH
SCBD Lot 9

JI. Jend. Sudirman Kav. 52-53

Tel: (6221) - 5153608 (General)

Thailand persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Research department

Yuanta Securities (Thailand)
127 Gaysorn Tower, 16th floor
Ratchadamri Road, Pathumwan

Bangkok 10330

Vietnam persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Research department

Yuanta Securities (Vietnam)
4th Floor, Saigon Centre
Tower 1, 65 Le Loi Boulevard,

Ben Nghe Ward, District 1,
HCMC, Vietnam



