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CAMEL Analysis_3Q19 Update 11 November 2019

Updated ranking of the 18 listed banks based on 3Q19 financial statements

We have updated our rankings of the 18 listed Vietnamese banks based on the CAMEL framework, a fundamental approach to
bank analysis that focuses on Capital, Asset quality, Management, Earnings, and Liquidity. For a detailed description of the
CAMEL methodology, please see our July 5 report titled “Vietham Banks CAMEL Analysis - The good, the bad, and the chronically
mispriced.” We have added the UPCOM-traded National Citizen Commercial Bank (NVB VN) and Vietbank (VBB VN) to our

database. The updated rankings in this report are based on the banks’ 3Q19 unaudited financial statements, whereas our initial
report was based on 2018 audited results. Table 3 inside presents detailed scores on 63 fundamental metrics for each listed

bank. Clients of Yuanta Securities who wish to see the underlying data are encouraged to request it from us.

We remain Overweight the banks and continue to suggest a barbell approach comprising 1) a core long position in VCB (BUY) as
a proxy on Vietnam’s economic development 2) and an allocation to STB (BUY) as an undervalued turnaround play (think risk-

reward). We also have a BUY recommendation on MBB, HOLD-Outperform on BID, and HOLD-Underperform on HDB.

Themes and catalysts

Tanh Tran o Cost efficiency continues to improve.

Adjusted 3Q19 CIR was 44% (+1ppt
QoQ / -3ppt YoY).

e 3Q19 PBT increased by 13% QoQ /
44% YoY among all listed banks.
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Trends and Risks

Rising NPL ratio. The sector’s NPL
ratio climbed to 1.76% in 3Q19
(+6bps QoQ / -2bps YoY).

Rising funding costs, especially for
the smaller banks with relatively

Head of Institutional Research . weak funding franchises.
e Reduced leverage on stronger capital

solvency. Asset/equity of 14.7x at ¢ Bank stocks outperforming in 4Q19
3Q19 was down from 15.8x at FY18. led by VCB (+12% since Sep 30).
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VCB remains Vietnam’s No. 1 CAMEL-ranked bank. VCB’s sector-low funding cost

Banks Ranking on CAMEL Scores remains a core competitive advantage. Fees should be boosted by the
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bancassurance deal with FWD, including the upfront fee of about US$400 mn and
ongoing fees from banca sales. VCB is one of our top picks in the sector.

ACB (Not Rated) and TCB (Not rated) round out the top three. ACB has supplanted
TCB as the No.2 CAMEL-ranked bank since our “CAMEL Analysis-2Q19 Update”.

ACB’s improvement was largely due to improved capital (i.e., straight equity/assets
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of 7.1% was up 30bps QoQ and 70bps YTD), and earnings power (i.e., NIM improved
10bps QoQ, and ROAA was up 5bps QoQ).

STB’s CAMEL ranking improved from 8th in 2Q19 to 6th in 3Q19. STB’s 9M19 PBT
was up 90% YoY. More importantly, asset quality continues to improve as
management works through the legacy NPAs. Organic NPLs (i.e., Cat. 3-5 NPLs)
declined to 2.00% of gross loans in 3Q19 (-4bps QoQ / -20bps YTD / -1.2ppt YoY).
The bank’s total nonperforming asset (NPA) ratio (which includes legacy bad debt)

Source. Yuanta Vietnam fell to 17% in 3Q19 (-1.5ppt QoQ / -4.6ppt YTD / -5.0ppt YoY).

Note: We define the CAMEL ratings of 1-5:

1: strong 2: satisfactory
3 weak 4: poor
5: unsatisfactory

We reiterate BUY on STB, which we see as a turnaround story given its strong core
business performance amidst the ongoing legacy bad debt restructuring. The stock
remains unloved despite the continued operational improvements. Given its low

valuation and wide open FOL, we suggest that foreign institutions take a closer look.

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.
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Table 1- Yuanta Vietnam Coverage universe

Yuanta Vietnam Coverage Universe
3-
Market month Current Target Up 2019E
Stock cap ADT price price (down) Dividend 12-m
Sector Company code (USDm) (USDm) Yuanta Rating (VND) (VND) side yield TSR*
Banks BIDV BID VN 7,169 1.9 Hold-Outperform 41,350 38,713 -6% 2.2% -4%
HD Bank HDB VN 1,252 2.0 Hold-Underperform 29,600 30,970 5% 0.0% 5%
MB Bank MBB VN 2,346 4.4 BUY 23,400 29,880 28% 3.0% 31%
Sacombank STB VN 847 1.6 BUY 10,900 14,049 29% 0.0% 29%
Vietcombank VCB VN 14,612 2.7 BUY 91,400 92,035 1% 1.0% 2%
Brokers HCM City Securities HCM VN 336 1.1 BUY 25,500 29,659 16% 3.7% 20%
Saigon Securities SSI VN 485 1.6 Hold-Underperform 22,150 20,811 -6% 4.6% -1%
Viet Capital Securities  VCI VN 246 0.1 Hold-Outperform 34,700 39,234 13% 3.6% 17%
VNDirect Securities VND VN 127 0.2 BUY 14,150 19,732 39% 4.8% 44%
Energy PV POW POW VN 1,368 0.9 BUY 13,550 17,457 29% 2.2% 31%
PV NT2 NT2 VN 285 0.3 Hold-Outperform 23,000 29,195 27% 8.7% 36%
Consumer Masan Group MSN VN 3,875 1.5 BUY 76,900 93,035 21% 2.0% 23%
Phu Nhuan Jewelry PNJ VN 823 2.2 Hold-Underperform 85,800 86,300 1% 2.3% 3%
Digiworld DGW VN 47 0.7 Hold-Outperform 26,000 31,574 21% 4.5% 26%
Oil & GAS PV Drilling PVD VN 303 1.7 BUY 16,700 21,707 30% 0.0% 30%
Property Nam Long NLG VN 305 0.8 BUY 28,350 36,400 28% 1.8% 30%
Novaland NVL VN 2,300 1.2 Hold-Outperform 58,300 65,000 11% N/A 12%
Vinhomes VHM VN 14,164 2.3 BUY 98,100 94,862 -3% 1.0% -2%
Transport Airports Corp Vietham ACV VN 7,320 0.3 Hold-Underperform 78,000 76,400 -2% 1.2% -1%

*Note: TSR = Total shareholder return over the next 12 months inclusive of expected share price change and dividends.
Pricing data as of close on Nov 8, 2019.
Source: Bloomberg, Yuanta Vietnam

Figure 1- Current PBR vs. CAMEL Scores
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Table 2- Weighted ratings for each component of the CAMEL model
SUMMARY ACB BAB BID CTG FEIB HDB KLB LPB MBB NVB SHB STB TCB TPB VBB VCB VIB VPB

Capital 27 32 36 41 34 24 3.1 3.7 2. 29 3.3 3.5 2.1 3.1 3.0 25 2.7 1.8
Asset 21 24 36 26 34 34 32 32 3.0 41 42 32 32 33 3.1 23 3.5 43
Management 23 3.2 36 36 42 22 28 36 28 41 35 23 18 2.7 35 25 2.1 29
Earnings 23 40 36 34 39 19 38 34 1.7 43 35 32 1.7 16 3.8 1.7 1.6 2.1
Liquidi 1.9 2.6 2.1 25 1.9 38 33 33 26 21 34 1.5 28 3.7 25 1.3 3.2 3.6

CAMEL Score 2.3
Source: Company data, Yuanta Vietham

Note: for CAR metric, we continued to use the 2018A data as we don’t have full data for all banks’ CARs in 2Q1]9.
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Table 3- CAMEL RATINGS_3Q19 Update
3Q19 ACB BAB BID CTG EIB HDB
CAR 2
Equity / Assets
Equity /Assets + Off BS
VAMC-adj equity/Assets
Tangible Equity/Assets
VAMC adj TE/TA
Interbank / Assets
Loans / Assets
Current FOL room (%)
Basel Il approval
Trend
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SML ratio
Type 3 NPL ratio

Type 4 NPL ratio

Type 5 NPL ratio

NPL & SML ratio
Gross NPL ratio

Net NPL ratio

LLR / Gross loans

LLR / NPLs

GPs / Performing loans
SPs/NPLs

SPs / NPLs + SMLs
VAMC bonds/ Assets
Accr. interest/ Assets
Other receiv./ Assets
Trend

Fees / Adj income
Fees / Assets
Costs / Adj income
Costs / Assets

CASA growth

Credit costs / Assets
Credit cost adjusted NIM
Governance rating
Quality of current
management
Trend

NIM
Fees / adj revenue
Invest. Inc. / adj rev.
Total adj non-11 / rev.
Cost / adj revenue
PPOP / Assets
Provisioning / assets
OROA

Other income / assets
Pretax ROA

PAT ROA

Min. int. / assets
Average Leverage
PATMI ROE

Trend

Gross LDR
Net LDR
Deposits / Assets
Deposits / Liabilities
Current accounts /
Deposits

LTMT loans/CASA

MT loans / Total loans

LT loans / Total loans

ST deposits / LTMT loans
Trend

Source: Fiinpro, Yuanta Vietnam
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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
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