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code  Yuanta Rating (VND)  (VND) T On ME.:ly 12, the State Bank of Vietnam (SBV) announced to cut rates
BDVN  SELL 39,600 37,300 6% effective from May 13.
WDV il 23,70017730,9700 3 1% Specifically, SBV Decision 918/QD-NHNN reduces 1) the refinancing
MBBVN  BUY 17,500 25,900  48% .
—T 0060 12950  30% rate (-50bps to 4.5%/year), 2) rediscount rate (-50bps to 3.0%/year),
VCBVN  BUY 75,600 77,600 3% 3) overnight rate for interbank electronic payments and lending to
VPBVN _ BUY 23,900 25530 7% compensate for capital shortages in clearing payments (-50bps to
Source: Bloomberg, Yuanta 5.5%/year), and 4) offering rate for valuable papers in the SBV’s open

market operations (-50bps to 3.0%/year).

In addition, SBV issued Decision 919 and 920/QD-NHNN to reduce
deposit and loan rates. Demand deposits and term deposits of less
than 1 month are capped at 0.20%/year (-30bps), term deposits of
1-to-less than 6 months are capped at 4.25% (-50bps), and short
term loans for priority sectors are capped at 5.0%/year (-50bps).

Previously, the SBV also slashed the policy rates on Mar 17.

Our Take

Continue to support financial system liquidity. Further reducing
m Refinancing rate policy rates will help banks reduce short-term funding cost. As a
15% | Rediscount rate result, banks will have more room to cut short-term loan rates,
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extend loan repayments, as well as restructure debts for borrowers.
This should clearly boost financial system liquidity, while reducing
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4.50% .
5% |- 3.0 short-term loan rates will ease the pressure on borrowers.

However, funding cost might not reduce much, especially for weak
banks. Deposit rates cap applies for deposits of less than 6 months,
and it might be hard for weak banks to compete with big banks (i.e.
state-owned banks) to mobilize short-term funds. Thus, they have to
mobilize capital from the medium-to-long term deposits, which has
no cap and usually higher rates.
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Policy rate cut will help boost credit growth. Credit growth in the first
4 months of 2020 was only 1.32% YTD, compared to 4.46% in the
same period last year according to the SBV. Low capital absorbtion
was due to the impact of Covid-19 and social distancing policy.
However, Vietnam has bascially controlled the pandemic, and
business activities have resumed to normal. Capital demand will
resume but slowly, and it will largely depend on the pandemic
situation in major export markets of Vietnam such as Japan, the U.S,
and the EU. We expect credit growth will accelerate in the next two
Research Analyst: quarters when the pandemic is controlled globally, and the policy rate

Tanh Tran cut will clearly be the strong catalyst to boost credit growth.
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3874 We remain focus on quality banks. This informs our top pick call.

1anh.tran@yuanta.com.vn VCB ’s 2.7x 2020E P/BV multiple is attractive vs its five-year trailing

Bloomberg code: YUTA average of 3.0x and longer term 20%-plus ROE outlook. For those
seeking greater risk/reward, we would add STB.
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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
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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.
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