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94% of full-year guidance
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Company profile: STB is Vietnam’s 6th largest bank by assets with 4.83% market share as at 3Q18. It operates a primarily

retail- and SME-focused business. A merger with the former Southern Bank in 2015 resulted in substantial asset quality woes,
a challenge that the Bank’s management is now addressing with strong support from government policy.
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STB’s 3Q19 results at a glance
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Turnaround continues to progress

STB reported 9M19 preliminary adjusted operating revenue (excluding
“other income”) of VND10 tn, up 31% YoY. Net interest income was VND2.9
tn in 3Q19 (up 45% QoQ and 41% YoY) and VND7.4 tn in 9M19 (up 34% YoY).

Credit growth reached 13% YTD, higher than the initial quota of 7% at the
beginning of the year. We thus believe that the SBV has granted an increased
credit quota to STB. Though the bank has not disclosed an exact number, we
expect 15%-16% credit growth in 2019, which will help boost interest income in
4Q19 and beyond.

Strong fee income. Fee income was VND747 bn in 3Q19 (up 1% QoQ and 19%
YoY) and VND2.1 tn in the first 9M (up 21% YoY). Bancassurance income
contributed 13% to the total YTD fees. Although this is down from the
segment’s 22% fee contribution in 2018A, we remain bullish on bancassurance
and believe that the comps are skewed by one-off exclusivity fees collected last
year.

PBT reached VND1.0 tn in 3Q19 (up 158% QoQ and 223% YoY) and VND2.5
tn in 9M19 (up 90% YoY), completing 94% of the bank’s full-year target and
80% of our forecast.

Balance sheet repair appears to be on track. Other income, which we believe
is mostly NPL recoveries, reached VND115 bn in 3Q19 (down 73% QoQ, but up
25% YoY) and VND845 bn in 9M19 (up 176% YoY). This indicates some slowing
of non-performing asset restructuring (e.g., sales) in 3Q19. But such recoveries
are typically lumpy by nature, and the YTD number is still very strong in our view.

Asset quality has continued to improve. We have yet to see the full
breakdown of NPAs, but preliminary category 3-5 NPLs decreased from 2.20%
in 2018A to 1.96% in 3Q19, which is a positive indicator.

We reiterate BUY on STB, which we see as a turnaround play given its strong
core operational performance amidst legacy bad asset restructuring. The Street
appears to have ignored the positive operational trends, but we think the share
price will eventually rerate. We suggest that investors consider a barbell
approach with VCB as a core holding and to STB for the potential rerating.

ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ARE
LOCATED IN APPENDIX A.
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Historical Projected
Income Statement: Units: FY16 FY17 FY18 FY19E FY20E FY21E FY22E
(+) Interest Income: VND bn 17,868 21,534 26,296 30,095 33,797 38,171 43,388
(-) Interest Expense: VND bn (13,848)  (16,256) (18,662) (21,115)  (23,713)  (26,490)  (29,907)
Total Net Interest Income: VND bn 4,021 5,278 7,634 8,980 10,084 11,681 13,481
Net Fee Income VND bn 1,430 2,624 2,682 3,380 4,030 4915 5,990
Total Net Non-II: VND bn 1,772 3,052 3,111 3,886 4,582 5,514 6,654
Revenue (Net Operating
Income): VND bn 5,793 8,330 10,745 12,866 14,666 17,195 20,135
Total Expenses: VND bn (5,678) (6,337) (7,837) (8,911) (9,781) (11,090) (12,603)
Adj. PPOP: VND bn 115 1,993 2,907 3,955 4,885 6,105 7,532
Total Provisions: VND bn (696) 817) (1,592) (1,932) (2,534) (2,712) (3,421)
Other Incomes: VND bn 737 315 932 1,102 1,259 1,425 1,619
Net Provisions: VND bn 41 (501) (659) (831) (1,274) (1,287) (1,802)
Pre-Tax Income: VND bn 156 1,492 2,248 3,125 3,610 4,817 5,730
(-) Income Tax VND bn (67) (310) (457) (625) (722) (963) (1,146)
Net Income after tax: VND bn 89 1,182 1,791 2,500 2,888 3,854 4,584
Net Attributable Net
Income to Common: VND bn 50 1,000 1,408 2,072 2,394 3,195 3,800
Weighted Average Shares: M Shares 1,804 1,804 1,804 1,804 1,804 1,804 1,804
Ending Common Shares: M Shares 1,804 1,804 1,804 1,804 1,804 1,804 1,804
Adjusted EPS 28 555 781 1,149 1,327 1,771 2,107
Historical Projected
Balance Sheet: Units: FY16 FY17 FY18 FY19E FY20E FY21E FY22E
Cash& Balances at Central Banks: VND bn 14,827 9,215 15,991 11,396 12,481 13,847 15,499
Loans and Advances to Banks: VND bn 2,484 7,372 4,822 8,198 8,608 9,038 9,490
Investment Securities VND bn 65,890 73,916 76,081 74,458 70,933 67,761 64,906
Others: VND bn 520 164 143 202 221 245 274
Gross Loans: VND bn 198,860 222,947 256,623 294,286 335,361 376,910 432,603
(-) Specific Provisions: VND bn (916) (1,152) (1,677) (1,286) (1,450) (1,638) (1,788)
(-) General Provisions: VND bn (1,516) (1,597) (1,846) (2,207) (2,515) (2,827) (3,245)
Total provisions: VND bn (2,432) (2,749) (3,523) (3,493) (3,965) (4,465) (5,032)
Net Loans: VND bn 196,428 220,198 253,100 290,793 331,396 372,445 427,570
Property, Plant and Equipment
(PP&E): VND bn 4,504 4,475 4,618 4,849 5,091 5,346 5,613
Intangible Assets: VND bn 3,446 3,626 3,632 3,632 3,632 3,632 3,632
Acrrued interests: VND bn 25,336 24,742 23,155 22,064 20,594 19,035 17,387
Deffered tax: VND bn 106 74 63 63 63 63 63
Other Assets: VND bn 18,481 24,686 24,436 27,125 29,837 32,821 36,103
Total Assets: VND bn 332,023 368,468 406,041 442,780 482,856 524,233 580,538
Deposits: VND bn 291,653 319,860 349,389 392,964 430,384 477,494 534,463
Due to SBV: VND bn 3,775 231 5,293 5,293 5,293 5,293 5,293
Due to Banks: VND bn 8,110 12,649 7,300 7,300 7,300 7,300 7,300
Subordinated Notes: VND bn 1 5,601 8,066 8,066 8,066 8,066 8,066
Investment Trust & others: VND bn 1,404 91 88 120 137 154 177
Other Liabilities: VND bn 4,889 6,300 11,272 2,332 2,697 (5,673) (9,400)
Total Liabilities: VND bn 309,831 345,233 381,408 416,075 453,877 492,634 545,899
Share Capital & Share
Premium: VND bn 18,167 18,167 18,167 18,167 18,167 18,167 18,167
Reserves + FX diff.: VND bn 2,684 2,784 2,945 2,945 2,945 2,945 2,945
Retained Earnings: VND bn 1,341 2,286 3,521 5,593 7,868 10,488 13,528
Total Equity: VND bn 22,192 23,236 24,632 26,705 28,979 31,599 34,639
Total Liabilities & Equity: VND bn 332,023 368,469 406,041 442,780 482,856 524,233 580,538
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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
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