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July credit growth

Slowing down and signal of another policy rate cut

Credit grow slowing down in July

— The State Bank of Vietnam (SBV) recently revealed that the banks had logged 3.5% credit
growth for the year until end-July vs the 3.3% figure for the June. This year-to-date 2020
figure is much lower than the same period in 2019 (7.13%) and is also the lowest level in the
past seven years.

— Weaken credit growth, coupled with the slowdown of industrial production index (IIP) and
PMI, are remarkable signal that the economy, especially the manufacturing sector still
struggle to recover post-Covid 19’s first wave. Data from commercial banks in the first half
of 2020 also saw muted credit growth in some banks such as BID, CTG, and TCB, reflecting
weak loan demand but not lower lending standards for bad debt concerns.

We raise the possibility of another policy rate cut from SBV in 2H 2020 in an effort to

boost the economic growth and stabilize the macro

— We expect another policy rate cut from SBV in 2H 2020, different from our recent
macroeconomic report as the second Covid-19 outbreak at the end of July and weak credit
growth. This is an effort to achieve the 2020 GDP growth target of 3-4% were recently
mentioned by the Prime Minister. Besides, we maintain our forecast of 2020 average CPI of
4% - which is also the target level of the government. Thus, inflation will be a necessary
condition for SBV whether to cut the policy rate or not in 2H 2020.

Deposit rates are expected to continue to decline in the coming time

— Deposit rates are forecast to continue to decrease in the short time with 3 main factors: 1)
policy rate cut; 2) ample liquidity in 2H 2020; and 3) the extension of prudential measures on
short-term funding instruments.

— In reality, up to the early of August 2020, deposit rates decreased by 20 - 50 basis points
compared to the beginning of July in most commercial banks.



Fig 1. Vietnam banks - YTD credit growth, Jan 20 - July 20 (%)

Credit growth is weakened in July after strong
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Fig 2. Vietnam banks - credit growth and 2020 credit quotas, Fig 3. Vietnam banks - Deposit rates for term 12 month, Oct
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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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