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Vietcombank (VCB) BUY +22.7%

Industry Banking 2023 2024F 2025F 2026F
ReportDate December2,2024  PPOP (VNDbn) 45,809 47,730 56,800 68,216
Current Price VND93,300 PPOP % YoY -2.2% 4.2% 19.0% 20.1%
Target Price VND114,500  NPAT-MI (VND bn) 33,033 34,386 39,899 48,897
Last Target Price VND110,000 NPAT-MI % YoY 10.5% 4.1% 16.0% 22.6%
Upside to TP 22.7% EPS % YoY 11.8% 4.1% 12.4% 18.8%
Dividend Yield 0.0% NIM 3.00% 3.02% 3.21% 3.40%
TSR 227%  CASAratio 35.2% 35.2% 35.2% 36.2%
NPLs/gross loans 0.98% 1.03% 0.91% 0.88%
Market Cap USD20.gbn  Creditcosts 0.36:/0 0.33:/0 0.41:/0 0.36:/0
Foreign Room USD1 4bn CIR 32.4% 32.9% 32.2% 32.2%
30D ADTV USD5.6mn E;E 3.2x 2.7x 2.1x 1.8x
State Ownership 74.8% 17.5x 16.8x 15.0x 12.6x
. ROE 22.0% 19.1% 17.3% 17.3%

Outstanding Shares 5.589 bn
i ROA 1.8% 1.8% 1.8% 2.0%

Fully Diluted O/S 5.952bn

VCB  Peers VNI
P/E (ttm) 15.0x 7.4x  14.6x
P/B (cur.) 2.74x 1.3x 1.6x
ROE 19.4% 18.4% 12.5%
ROA 1.9% 1.7% 1.9%

Company overview

Foundedin 1963, VCBis the second
largest bank in our coverage
universe as calculated by total
assets as of December 31, 2023,
and most profitable in terms of total
net profit. The bank had its IPO in
2008 and has listed shares since
June 30, 2009.

Share price performance
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Duy Nguyen, PhD

Senior Manager
duy.nguyenanh@vietcap.com.vn
+8428 3914 3588 ext.123

On the road of recovery

o Weraise our target price (TP) for VCB by 4.0% to VND 114,500/share and maintain a BUY rating.

e Our higher TP is mainly due to the positive impact from rolling our TP horizon forward to end-
2025. This is partly offset by a 10.9% aggregate decrease in our 2024-2028F NPAT-MI (with
respective changes of -6.6%/-14.1%/-14.4%/-10.7%/-8.8% in 2024/25/26/27/28F).
Additionally, we maintain our target P/B of 3.2x.

e Our lower 2024-2028F NPAT-MI is primarily due to (1) a 6.9% aggregate decrease in NII
following a downward revision in our average NIM assumption from 3.56% to 3.31%, (2) an
11.4% aggregate decrease in NFI (including gains from FX trading) driven by the slower-than-
expected recovery of banca activities. These are partly offset by a 3.2% aggregate decrease
in operating expenses.

o We decrease our 2024F NPAT-MI by 6.6% to VND34.4tn (USD1.4bn; +4.1% YoY), primarily due
to (1) our 6.0% cut in NOII reflecting the slower-than-expected recovery of banca activities
and lower-than-expected gain from FX in 9M 2024, and (2) our 6.9% cut in NIl with our lower
NIM forecast following the weak performance in Q3 2024, which outweigh (3) a 29.6%
decrease in provision expenses.

¢ We maintain our assumption for a 363.3-million-share issuance via private placement to occur
in mid-2025 at a price of VND100,000/share, implying expected total proceeds of VND36.3tn
(UsSD1.5bn).

 Risks to our positive outlook: (1) Capital raising does not materialize as expected; (2) lower-
than-expected credit growth; (3) higher-than-expected NPL formation; (4) risks arising from
participation in the rehabilitation of a distressed credit institution (DCI).

We expect NIM to remain flat QoQ in Q4 2024 and begin to improve in 2025F. VCB reported a
relatively weak NIM in Q3 2024, which we partly attribute to preferential lending rates amid
resilient credit growth in the quarter. In Q4 2024, we expect to maintain a low lending rate to
boost credit growth, reaching 14% in FY2024. Stronger credit growth in Q4 could be supported by
(i) seasonal factors and (ii) the disbursement of major projects in public expenditures and
infrastructure with longer durations. For FY2025, we expect NIM will improve by 19 bps to 3.21%
based on our expectation for (1) a higher contribution from the retail segment, (2) lower support
packages for customers due to the positive momentum of economic recovery, and (3) low NPL
formation.

We forecast the credit cost to remain low and see no pressure for VCB to build up LLR in
2025F. VCB's annualized 9M 2024 credit cost was 0.32% (vs 0.36% in 2023). VCB's LLR was
204.6% in Q3 2024 vs 230.3% and 212.1% in 2023 and Q2 2024, respectively. We believe VCB
utilized its provisioning buffer to ease the provision expenses amid slow top-line growthin 2024F.
We forecast for 2025F LLR and the credit cost to remain at similar level in 2024, 208% and 0.33%,
respectively.
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Quarterly balance sheet metrics

Figure 1: Breakdown of IEAs

Figure 2: Breakdown of IBLs
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Source: VCB, Vietcap

Figure 3: Customer loans

Source: VCB, Vietcap

Figure 4: Customer deposits
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Figure 5: Breakdown of loans by type of customers

Source: VCB, Vietcap

Figure 6: CASA ratio

Q322 Q422 Q123 Q223 Q323 Q423 Q124 Q224 Q324

H Corporate m SME Individuals

40%

37%

34%

31%

28%

25%
Q322 Q422 Q123 Q223 Q323 Q423 Q124 Q224 Q324

Source: VCB, Vietcap

See important disclosure at the end of this document

Source: VCB, Vietcap

www.vietcap.com.vn

December 2, 202412


http://www.vietcap.com.vn/

Vietcap‘

Figure 7: CAR ratio and leverage (equity/assets)

Figure 8: Asset quality
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Source: VCB, Vietcap

Quarterly PS&L and profitability metrics

Figure 9: TOI breakdown (VND tn)

Figure 10: IEA yield, COF and NIM
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Figure 11: YoY growth in TOl and OPEX

Source: VCB, Vietcap

Figure 12: Annualized credit costs
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Figure 13: NPAT-MI (VND tn) and YoY growth

Figure 14: ROA and ROE
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Annual metrics

Figure 15: NIM (%) and NIl (VND tn)

Source: VCB, Vietcap

Figure 16: TOl components
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Figure 17: OPEX, provision expenses, and PBT as % of TOI Figure 18: YoY growth in TOl and OPEX
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Figure 19: NPAT-MI (VND tn) and NPAT-MI growth (%) Figure 20: ROA and ROE
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Figure 21: Lending market share in our coverage universe Figure 22: RWAs as % of total assets
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Figure 23: NPL ratio, annualized write-offs over gross loans, Figure 24: Interest-earning asset yields of banks under

and LLR** of banks under coverage (Q3 2024) coverage (9M 2024)
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percentage of total provision balance over NPLs.
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Valuation

We utilize two valuation methods to derive our estimated target price for end-2025 — a residual
income method and target P/B valuation — with a 50% weighting assigned for each method.

In this Update Report, we raise our target price (TP) for VCB by 3.9% to VND114,300/share and
maintain a BUY rating. Our higher TP is mainly due to the positive impact from rolling our TP
horizon forward to end-2025. This is partly offset by a 10.9% aggregate decrease in our 2024~
2028F NPAT-MI (with respective changes of -6.6%/-14.1%/-14.4%/-10.7%/-8.8% in
2024/25/26/27/28F). Additionally, we maintain our target P/B of 3.2x.

Our lower 2024-2028F NPAT-MI is primarily due to (1) a 6.9% aggregate decrease in Nil following
a downward revision in our average NIM assumption from 3.56% to0 3.31%, (2) an 11.4% aggregate
decrease in NFI (including gains from FX trading) driven by the slower-than-expected recovery
of banca activities. These are partly offset by a 3.2% aggregate decrease in operating expenses.

We continue to model for VCB'’s LLR to converge within a band centered by the peer median at
the end of the explicit forecast period under the residual income method — even if the reality in
future years does not conform with this view — to make valuation models comparable across
banks. Thereason for this is because VCB’s high LLR/NPLs indicate that the bank has overbooked
provisions relative to its peers (the divergence between VCB's LLR/NPLs and the peer median
increased from 27 ppts in 2012 to 132 ppts in Q3 2024), which in turn makes VCB's equity look
lower than it arguably should be. We model for 2029F LLR/NPLSs to decline to 139%.

We also apply a specific beta assumption to VCB as in our previous Update Report, which is
estimated based on trailing two-year raw betas from Bloomberg with a 50% weighting and a beta
of 1.0 (also with a 50% weighting) to reflect the assumption that the beta should mean revert
over the long run.

Figure 25: Cost of equity

Cost of equity Previous Revised
Risk free rate 6.0% 6.0%
Beta (*) 0.93 0.94
Market risk premium 8.0% 8.0%
Cost of equity 13.5% 13.5%

Source: Vietcap (* beta s calculated based on trailing two-year raw betas from Bloomberg with
a50% weighting and a beta of 1.0, also with a 50% weighting)

Figure 26: Valuation summary

(VND/share) Fair value Weighting Contribution
Number of outstanding shares 5.589
(billion)

Residual income 83,705 50% 41,853
Target P/B @ 3.2x end-2025F 144,935 50% 72,467
book value

Target Price (TP) 114,300
Current Price 93,300
Upside to TP (%) 227
Dividend yield (%) 0.0
TSR (%) 227
2024FP/Bat TP 3.27x
2025FP/Bat TP* 2.42x
Rating BUY

Source: Vietcap (* We assume VCB will issue 363.3 million shares through a private placement in mid-2025,
with total proceeds of VND36.3tn (USD1.5bn))
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Recommendation History

Figure 27: Historical Vietcap target price vs share price (VND/share)
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Financial Statements

P&L (VND bn) 2023 2024F 2025F 2026F B/S (VND bn) 2023 2024F 2025F 2026F
Interestinc. 108,122 97,057 115,594 139,863 Cash & equivalents 14,505 15,340 17,619 20,262
Interest exp. (54,501) (39,825) (47,432) (56,802) Balances with SBV 58,105 14,525 57,057 66,180
Net interestinc. 53,621 57,232 68,162 83,062 Due fromFls 336,469 334,557 346,474 365,708
Fee & commission 11,440 11,813 12,230 14,103 ST investments 70,266 80,437 92,503 106,378
inc.
Other non-int. inc. 2,663 2,134 3,374 3,410 Net customer loans 1,241,675 1,418,545 1,642,175 1,910,744
Total non-interestinc 14,103 13,947 15,604 17,514 HT™M 78,010 89,582 107,499 128,998
Total operatinginc. 67,723 71,179 83,766 100,575 Long term investments 2,225 2,335 2,399 2,468
Non-interest exp. (21,915) (23,449) (26,966) (32,360) Property & equipment 7,708 8,044 8,396 8,767
Other G&A exp. 0 0 0 0 Other assets 30,651 43,477 50,216 58,250
Total operating exp. (21,915) (23,449) (26,966) (32,360) Total assets 1,839,613 2,006,842 2,324,338 2,667,755
PPOP 45,809 47,730 56,800 68,216
Provision exp. (4,565) (4,721) (6,894) (7,055) Borrowings from SBV 1,671 33,623 19,310 22,206
Otherinc./exp. 0 0 0 0 Interbank liabilities 213,839 221,796 235,912 252,004
Pre-tax profit 41,244 43,010 49,906 61,160 Other borrowed 0 0 0 0
funds
Taxes (8,189) (8,602) (9,981) (12,232) Customer deposits 1,395,698 1,479,439 1,716,150 1,990,734
Net profit 33,054 34,408 39,924 48,928 Other financial int. 18 18 18 118
Minorities/pref divs (21) (22) (26) (31) Valuable papers 19,913 29,913 34,913 39,913
NPAT-MI 33,033 34,386 39,899 48,897 Other liabilities 43,362 45,964 53,318 61,849
Total liabilities 1,674,601 1,810,854 2,059,721 2,366,824
Y/E shares (mn) 5,589 5,589 5,952 5,952
Wt avg shares (mn) 5,589 5,589 5,772 5,952 Shareholders’equity* 164,919 195,878 264,498 300,790
EPS (VND)* 5,321 5,539 6,224 7,396 MI 94 10 120 142
DPS (VND) 0 0 1,300 1,500 Liabilities & equity 1,839,613 2,006,842 2,324,338 2,667,755
RATIOS (%) 2023 2024F 2025F 2026F RATIOS (%) 2023 2024F 2025F 2026F
Growth Profitability
Loan growth 10.9 14.1 15.5 16.0 NIM 3.00 3.02 3.21 3.40
Deposit growth 12.2 6.0 16.0 16.0 I[EA yield 6.04 5.12 5.44 5.72
TOI growth (0.5) 5.1 17.7 20.1 Funding costs 3.41 2.35 2.52 2.64
PPOP growth (2.2) 4.2 19.0 20.1 CIR 32.4 329 32.2 32.2
NPAT growth 10.5 4.1 16.0 226 CASA ratio 35.2 35.2 35.2 36.2
ROE decomposition as % of total assets
Asset quality NIl 2.94 2.98 315 3.33
Group 2/ loans 0.44 0.36 0.35 0.30 Provisions (0.25) (0.25) (0.32) (0.28)
NPL ratio 0.98 1.03 0.91 0.88 Post-provision NI 2.69 2.73 2.83 3.05
LLR 230.3 205.5 208.0 181.0 Non-Interestinc. 0.77 0.73 0.72 0.70
Provision exp. / loans 0.36 0.33 0.41 0.36 Operating exp. (1.20) (1.22) (1.25) (1.30)
Taxes &MI (0.45) (0.45) (0.46) (0.49)
CAR&LDR ROAA 1.81 1.79 1.84 1.96
CAR under Basel Il 1.6 9.7 1.3 1n.2 Equity Mult. (x) 12.2 10.7 9.4 8.8
Regulated LDR 80.4 85.8 86.8 87.6 ROAE 22.0 19.1 17.3 17.3

Source: VCB, Vietcap (* 2025 EPS dilution as we assume VCB will issue 363.3 million shares through a
private placement in mid 2025, with total proceeds of VND36.3tn (USD1.5bn))
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Vietcap 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 Vietcap is acting in an advisory capacity in a merger or
strategic transaction involving the company.

RATING SUSPENDED, A rating may be suspended, or coverage terminated, if fundamental

COVERAGE TERMINATED 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 orincome of any security or related instrument mentionedin thisreport.
For investment advice, trade execution or other enquiries, clients should contact their local sales
representative.
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Disclaimer

Analyst Certification of Independence

I, Duy Nguyen, hereby certify that the views expressed in this report accurately reflect my 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.

Vietcap 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).Vietcap 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 arelated investment.

Copyright 2024 Vietcap Securities Company “Vietcap”. All rights reserved. This report has been prepared on the basis of information believed to
bereliable at the time of publication. Vietcap 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 Vietcap and are subject to change without notice. This report is provided, for information purposes only, to
institutional investors and retail clients of Vietcap 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 Vietcap. 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
Vietcap issued by Vietcap has been prepared in accordance with Vietcap’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.
Thisreport has been issued in the U.K. only to persons of akind 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 Vietcap in Australia to "wholesale clients"
only. Vietcap 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 Vietcap. 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, Vietcap 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 Vietcap and the customer in advance. Korea: This report may have been edited or contributed to from time to time
by affiliates of Vietcap. Singapore: Vietcap 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 Vietcap 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. Vietcap 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 Vietcap. 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 anissuer 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 Vietcap 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,
LLCinthe US shallbe borne by Decker&Co, LLC. Allresulting transactions by a US person or entity should be effected through aregistered broker-
dealer in the US. This report is not directed at you if Vietcap 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 Vietcap is permitted to
provide research material concerning investment to you under relevant legislation and regulations.
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Dong Da Transaction Office
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Dong Da District, Hanoi

+84 2462626999

Research
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- Ngoc Vu, Analyst, ext 365

- Dang Le, Analyst, ext 570
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109 Tran Hung Dao

Hoan Kiem District, Hanoi
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Ham Nghi Transaction Office

Doji Tower, 16" Floor

81-83-83B-85 Ham Nghi Street, District 1, HCMC
+84 28 3914 3588 (400)

Alastair Macdonald, Head of Research, ext 105
alastair.macdonald@vietcap.com.vn

Macro
Luong Hoang, Senior Manager, ext 368
- Quang Dao, Analyst, ext 368

Oil & Gas, Power and Water

Duong Dinh, Associate Director, ext 140
- Phuoc Duong, Analyst, ext 135

-Tuan Do, Analyst, ext 181

Industrials and Infrastructure

Vy Nguyen, Senior Manager, ext 147
-Han Nguyen, Analyst, ext 191

-Huy Hoang, Analyst, ext 526

Brokerage and Institutional Sales & Trading

Tuan Nhan Quynh Chau Dung Nguyen

Managing Director, Brokerage Managing Director Director

& Institutional Sales & Trading  Brokerage Institutional Sales & Trading
+84 28 3914 3588, ext 107 +84 28 3914 3588, ext 222 +84 28 3914 3588, ext 136
tuan.nhan@vietcap.com.vn quynh.chau@vietcap.com.vn dung.nguyen@vietcap.com.vn
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