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Hinting at 2Q pretax earnings 32% ahead of consensus

Hinting at 2Q pretax earnings 32% ahead of consensus; new shares; & higher NPLs

— Main takeaways from the annual general shareholders’ meeting include: 1) guiding for flat
pretax earnings in 1H; 2) approval of the 6.5% new share issue; and 3) rising non—-performing
loans to 1.5% by year-end from 0.8% now. The flat earnings guidance from 1H19’s
VND11,303 billion implies 2Q pretax earnings of VND6,077 billion or 32% ahead of the
VND4,620 billion consensus. Approval of the new share offering is particularly good news

and highlights VCB’s unique position of being a large state-owned lender with room under
the 30% foreign—ownership limit to allow the bank to take full advantage of its high trading
multiple to increase Tier 1 capital by an additional 25%. But management also warned that
the credit environment remains weak, with year-to-date credit growth still sluggish at only
3.4% as of June 25 (albeit higher than the industry average). Moreover, the bank expects an
inevitable rise in non-performing loans to the 1.5% level vs 0.8% now due to the
coronavirus. COVID-19 relief loans that have been reviewed and restructured amounted to
VND14 trillion, with expectations for another VND10 trillion bringing the total to VND24
trillion or 0.3% of 1Q’s total outstanding loans. Shareholders also approved 2020E pretax
earnings guidance for 10% growth to VND25,435 billion and a slowdown in annual credit
growth to 10% from 2019’s 16%.

May still issue VND80O cash dividend for 2019 & maintain this level of payout for 2020E

— Management has not ruled out a possible VND800 cash dividend for 2019 performance and
will decide sometime after first completing the 18% stock dividend for 2018 performance in
3Q or 4Q. Management stated that it will need to decide whether to pay the cash dividend
or reinvest all of its capital for operations given the tougher environment this year but will
strive to pay a VND80O dividend for 2020E performance. The 6.5% new share issue will also
likely occur after the 18% stock dividend is completed. There was no mention of any
additional strategic investors and management merely reiterated expectations for Mizuho to
maintain its stake at the 15% level or increase it to 20% during the private placement. At the
current share price and price-to-book multiple of 3.6x, the bank has the potential to
increase Tier 1 capital by 25%.

Q&A session: fees become strategic priority in 2020E-2025E business plan

— VCB’s 2020E strategic initiatives are: 1) prudent and sustainable credit activities; 2)
increasing the proportion of fee income; 3) broadening its deposit base to include more
retail customers; and 4) investing further in the digital platform to improve product offerings
to customers. Most importantly, the bank expects its fees to improve after signing the
bancassurance exclusive agreement with FWD for, with upfront fees the highest paid to any
bank in Vietnam.
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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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