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Vietnam International (VIB) 
Strong 1Q credit growth masks rising credit costs 

 1Q earnings jump 33% YoY but strong credit growth masks rising credit costs 

— 1Q earnings up 32.8% YoY to VND860 billion as management uses the bond portfolio to 

sustain strong overall credit growth and minimize the impact to the bottom line from higher 

provisioning costs. Credit growth remained strong at 36.0% YoY (+13.9% QoQ) vs 4Q’s 

25.9% alongside still robust loan growth that only showed modest sign of slowdown to 

32.3% YoY (+4.4% QoQ) from 4Q’s 34.4%. Management kept credit growth high – and 

minimized pressure on an already high loan-to-deposit ratio at 109% – by aggressively 

expanding the bond portfolio by 58% QoQ (albeit half was put into government bonds). The 

local bond market has been active since the start of the year as many companies are eager 

to raise funds before new rules put in place three-month moratoriums on new bond issues 

from June.   

 

Strong volume growth masks weaker credit quality & understates credit costs 

— Strong 29%-plus credit growth kept asset quality ratios in check – with the ratio of 

substandard & below loans only rising to 2.19% from 4Q19’s 1.96% – and also suppressed 

any rise in the broader precautionary & below ratio to 3.79% from 4Q’s 3.08%. This allowed 

management to keep credit costs largely flat at VND156 billion (-0.3% YoY and up 82.6% 

QoQ from a low base in 4Q) or 0.12% of loans vs the 0.13% average seen for all of 2019. 

Reserve coverage for substandard & below bad loans only dropped to 47.3% from 4Q’s 

49.6% and precautionary & below loans only fell to 27.3% from 4Q’s 31.6%.  

 

Fees weaker and staff expansion boosts operating costs  

— Fees came under pressure after all banks agreed to waive fees during the coronavirus 

pandemic and were down 21% QoQ (up 18% YoY but this can largely be attributed to the 

low base during the same period last year). The bank continues to increase staff as part of 

its expansion plans, which led to the rise in the cost-to-income rising to 45.5% from 43.6% 

during 1Q in 2019.  
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Fig 1. VIB – Loan to customers & total credit growth, 1Q15-

1Q20 (% YoY) 

 Fig 2. VIB – Precautionary & below non-performing loan ratio 

& reserve coverage ratio, 1Q15-1Q20 (%) 

 

 

 

Source: Company reports & KB Securities Vietnam  Source: Company reports & KB Securities 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:  

+15% or more 

Hold:  

+15% to -15% 

Sell:  

-15% or more 
 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. 

    

Investment Ratings for Sectors 

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

Positive: 

Outperform the market 

Neutral: 

Perform in line with the market 

Negative: 

Underperform the market 
 

    

 

 

 

 

 

KB SECURITIES VIETNAM (KBSV) 

 Head Office: 

Levels G, 2 & 7, Sky City Tower, 88 Lang Ha Street, Dong Da District, Hanoi, Vietnam 

Tel: (+84) 24 7303 5333 - Fax: (+84) 24 3776 5928 

Hanoi Branch: 

Level 1, VP Building, 5 Dien Bien Phu, Ba Dinh District, Hanoi, Vietnam 

Tel: (+84) 24 7305 3335 - Fax: (+84) 24 3822 3131 

Ho Chi Minh Branch: 

Level 2, TNR Tower Nguyen Cong Tru, 180-192 Nguyen Cong Tru Street, District 1, HCMC, Vietnam 

 Tel: (+84) 28 7303 5333 - Fax: (+84) 28 3914 1969 

Saigon Branch: 

Level 1, Saigon Trade Center, 37 Ton Duc Thang, Ben Nghe Ward, District 1, HCMC, Vietnam 

Tel: (+84) 28 7306 3338 - Fax: (+84) 28 3910 1611 

CONTACT INFORMATION 

Institutional Client Center: (+84) 28 7303 5333 – Ext: 2656 

Private Customer Care Center: (+84) 24 7303 5333 – Ext: 2276 

Email: ccc@kbsec.com.vn 

Website: www.kbsec.com.vn 
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