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HDBank (HDB)

1Q up on accelerating credit growth

1Q earnings up 14% as credit growth accelerates

— 1Q earnings rose by 14% YoY to VND1,001 billion on the acceleration of credit growth to
19.3% YoY in 1Q vs 4Q’s 18.3% and an increase of 6.0% from the end of 2019. Loans to
customers also remained strong and grew by 18.2% YoY vs 4Q’s 18.8% YoY and 4.2% from
the end of 2019. Management continued its strategy of building strategic partnerships with
corporates to sustain high credit growth despite the more cautious lending environment
(1Q’s strong credit growth was largely attributable to loan agreements signed with strategic
partners in late 2019).

But also seeing signs of deteriorating asset quality

— Substandard & below non-performing loans rose to 1.47% in 1Q vs 4Q’s 1.36% even as
credit growth remained strong. The early signs of erosion in credit quality were more
pronounced in the precautionary & below ratio, which rose to 3.08% from 4Q’s 2.94%.
Despite slippage in the asset quality ratios, credit costs fell to VND292 billion (+29% YoY/-
28% QoQ) or 0.19% of loans vs 4Q’s 0.28% of loans. This caused 1Q’s reserve coverage for
substandard & below non-performing loans to fall to 74.5% from 4Q’s 81.4% and coverage
for precautionary & below loans to fall to 35.6% vs 4Q’s 37.8%.

Flat fee performance but costs prove to be more troublesome

— Net fees & commissions were mostly flat to the previous quarter (up 11.5% YoY/down 1.6%
QoQ) as banks cut transaction fees during the coronavirus lockdown. Costs proved more
troublesome as staff expenses rose by 64% YoY and caused the cost-to-income ratio to
jump to 51.0% during the quarter from 46.1% during the same period last year.



Fig 1. HDB - Loan to customers & total credit growth, 1Q17- Fig 2. HDB - Precautionary& below non-performing loan ratio
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Investment ratings & definitions

Investment Ratings for Stocks
(based on expectations for absolute price gains over the next 6 months)

Buy: Hold: Sell:
+15% to -15%

+15% or more -15% or more

Investment Ratings for Sectors
(based on expectations for absolute price gains over the next 6 months)

Positive: Neutral: Negative:

Outperform the market Perform in line with the market ~ Underperform the market

Opinions in this report reflect the professional judgment of the research analyst(s) as of
the date hereof and are based on information and data obtained from sources that KBSV
considers reliable. KBSV makes no representation that the information and data are
accurate or complete and the views presented in this report are subject to change without
prior notification. Clients should independently consider their own particular
circumstances and objectives and are solely responsible for their investment decisions
and we shall not have liability for investments or results thereof. These materials are the
copyright of KBSV and may not be reproduced, redistributed or modified without the prior
written consent of KBSV. Comments and views in this report are of a general nature and
intended for reference only and not authorized for use for any other purpose.
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