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INVESTMENT HIGHLIGHT 

Business operation is inherently 

engaged in the ecosystem of three 

giants: Vingroup – Masan – Vietnam 

Airlines 

 

Market share ranking No.1 in 

mortgage loans, bond advisory, 

bancassurance and transaction 

banking 

 

 

The potential growth in 2019 and in 
a long term is positive. However, 
the main risks may come from the 
business model that concentrate on 
a group of large customers 

 

 

Short-term investing opportunities 
still available as the market is more 
stable, but investors should be 
more prudent when investing in a 
longer term (from 3 to 4 years) 

 TCB is a bank with medium asset size and credit market share among private 

commercial joint stock bank, but its operating effectiveness has been 

continuously improved, which helped the bank to be ranked at the top group in 

2018. TCB achieved this success thanks to the strategic value chain of Vingroup - 

Masan - Vietnam Airlines ecosystem combined with the economic growth 

oriented by export, consumption and real estate investment. 

We noted TCB has developed a coherent strategy to approach customers, which 

can create high-quality products suitable for each customers segment. The bank 

is currently the pioneer in some core business segments: Market share ranking 

No.1 in mortgage loans; advisory and brokerage involved in corporate bonds; 

bancassurance fee; ranking at the top in transaction banking growth. Effective 

operating model and dynamic BOM are the premise for the current result. 

Strong capital base, guaranteed asset quality and the viable strategy are the 

foundation for TCB to keep its growth momentum in 2019. The main risks may 

come from the business model that concentrate on a group of large customers; 

and signs of a slowdown in the economic growth. However, in the long term, we 

still believe in the success of TCB based on the sustainable business advantages 

that have been built over the years. 

From an investment viewpoint, we believe that short-term opportunities are 
still available because Vietnam economy still maintains positive growth, and 
business results have been gradually improved. However, due to unpredictable 
moves of the economic cycle and the market, we are more prudent in the 
viewpoint related to investment into TCB, which should last in a medium term 
from 3-4 years. 

 

Buy  

Target price   35,700VND 

Up/Down  29% 

Current price (13/02/2019) 27,550VND 

Target price 35,700VND 

Market capitalization 
96,331 bil VND 

(4.16 bil USD) 
 

 

Trading data 

Volume of outstanding share 3,496,592,160 

Average trading volume  in 
10 sessions 

4,379,691 

% foreign ownership 22.5% 

  

  
 

Exchange rate on February 13, 2019: 1USD= 23,150 VND 

Forecast revenue and exchange rate 

 2018A 2019F 2020F 2021F 

NII  (VND bn) 11,127 16,045 19,682 22,634 

Growth speed (%) 24.6% 44.2% 22.7% 15.0% 

Total operating income 
(VND bn) 

18,349.77 23,078.29 27,129.05 30,909.55 

CIR (%) 31.8% 32% 32% 32% 

Net profit (VND bn) 8,474 10,671 12,544 14,293 

Growth speed (%) 31.5% 25.9% 17.6% 13.9% 

EPS (VND thousand) 2,423.5 3,051.8 3,587.5 4,087.7 

BVPS (VND thousand) 14,809.5 17,861.3 21,448.8 25,536.5 

P/B 1.86 1.54 1.28 1.08 
 

 

% of price changed 
(%) 1M 3M 6M 8M 

TCB -6.17% 6.99% 0.36% -19.3% 
VN-INDEX -4.6% 4.1% -3.35% -6.76% 

     
     
     
     
     

 

 
Source: Fiinpro, KBSV 
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 OVERVIEW  
  

History of development 

Techcombank (TCB) was founded 

in September 1993 with a charter 

capital of VND20 bn. Currently, 

the company’s three strategic 

business segments are mortgage 

loans, insurance distribution, and 

bond issuance advisory, with the 

market shares of each segments 

ranking No.1 among commercial 

joint stock banks in Vietnam. 

 

 

 

 

Balance sheet scale 

 

 

 

Operating system 

 

 

Credit and deposit market share 

 
TCB currently ranks 3rd in charter capital with VND34,966 bn (after VCB 

and CTG), ranks 2nd in 2018 EBT with VND10,661 bn (after VCB). 

Meanwhile, the total assets on December 31, 2018 was VND321,050 bn, 

ranking 10th in the banking system, and was 6.2 times as much as its 

equity, with the lowest leverage ratio in the whole industry. 

TCB operating network includes 315 branches and transaction offices, 

1,117 ATMs (accounting for 6.4% of the total number of ATMs in 

Vietnam). By the end of 2018, TCB had 9,757 staff, up by 17% compared 

to that in 2017. 

At the end of 2018, TCB market share was not very large, which took for 

3.5% deposit market share and 3.6% credit market share in the system, 

with 8th ranking. Considering the group of private commercial banks, TCB 

just ranked 5th. 
 

Credit rating 
 

In 2018, TCB’s BCA by Moody’s was upgraded from B2 to B1 with 

“sustainable” outlook, equal to the sovereign rating. In addition, 

counterparty risk rating (CRR) was also raised to Ba3, equal to the level of 

MBB, VCB, ACB – the best ranking in Vietnam banking system. 
 

Listing status 
 

After buying all of shares from the strategic partner HSBC in 2017, since 

January 9, 2018, TCB has been listed on the HSX with 1,165,530,720 shares. 

 

  
Ownership structure & Operating model 

Ownership structure (Figure 1) 
 

Vietnam Airlines used to be the strategic shareholder of TCB, but it divested 

capital due to investment regulations for corporations outside the industry. 
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Operating model (Figure 1) 

After TCB bought all shares from the strategic partner HSBC, Masan Group is 

the only big shareholder with 15% of shares in this bank. This is an important 

partner in TCB’s value chain, which will be clarified in the next section. 

Meanwhile, Chairman Ho Hung Anh and associates have currently hold 17% 

charter capital of the bank. 

In addition to the core filed of commercial banking, TCB owns 3 subsidiaries  

specialized in three fields which are Securities Services; Asset Management 

Company and Fund management with the charter capitals of VND1,000 bn; 

VND410 bn and VND40 bn respectively. In particular, securities services 

segment with Techcomsecurities ranking No.1 in DCM investment banking 

services accounts for 80% corporate bond brokerage market share in 

Vietnam. 

 

Hình 1: TCB operating model  Figure 1: TCB ownership structure 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

Figure 2: Credit and deposit market share   

   

 

 

 

Source: SBV; Banking financial statements; KBSV Research   
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  BUSINESS MODEL 
  

Credit structure 

Three target segments include 

Wholesale Banking (WB); Business 

Bank (BB); Banking and Personal 

Finance Services (PFS) with the 

proportion in 9M2018 of 53%; 

13.9% and 33.2% respectively. 

 
- WB group: Including enterprises with annual revenue > VND 600 bn. This 

group can be considered a "anchor" in the value chain of TCB, which 

creates a relationship with a large group of customers and becomes a 

background for the bank to develop further in other customer groups. 

Outstanding balance and proportion of this group have seen the 

strongest increase all segments since 2015 (currently accounting for over 

53%), which clearly proves the strategic role of this group (Figure 4). 

- BB group: Including enterprises with annual revenue < VND 600 billion, 

belonging to SME segment. Although the proportion of this group is the 

lowest (14%), TCB set a strategy to enhance this segment with 

outstanding balance rosing by nearly 50% YoY in 2018. 

- PFS Group: Focusing on individual customers with loan products, 

deposits, and services gaining added value such as baccasurrance, bond 

distribution, electronic banking services and digital banking. Mortgage 

loans to buy residential houses accounted for 67% total outstanding loans 

of PFS, followed by credit card loans and loans to buy cars with low 

proportion hovering around 10%. 

 

Figure 3: Customer lending growth (including bonds)  Figure 4: Customer lending structure 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

  
Deposit structure 

 
 

TCB is no longer under pressure to raise deposits from CDs as it sold 

consumer finance division at TechcomFinance. Meanwhile, all three groups 

of WB, BB, and PFS have achieved stable growth, and PFS is still the most 

important group with VND138.7 trillion (71.6% of customer deposits). 

By the end of 3Q/2018, TCB's number of active individual customers was 

more than 1.3 million, nearly doubled the number in the same period last 

year with the total trading value of tripling to VND568,000 bn. The number 

of transactions per customer also surged from 23 to 33 transactions (43%). 

This impressive growth indicated the banking development strategy of 

transaction banking which utilizes TCB's online shopping trend was on the 

right track and achieved an initial success. 
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Figure 5: Customer deposits structure and growth  Figure 6: The value and volume of customer transactions 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

 

  BUSINESS STRATEGY 

Focus on the strategy of diversifying 

revenue sources, reducing credit 

risks 

 
TCB’s TOI structure showed an obvious shift since 2014 with Non-NII 

proportion continuously surging. The proportion of NII reduced but still 

increased in value, which means TCB's strategy of diversifying revenue 

sources through non-interest activities is prioritized, and has achieved 

impressive results. By the end of 2018, the proportion of Non-NII reached 

39.4%, the highest in the banking system. 
 

  Figure 7: TOI structure 
   

  

 
  Source: TCB; KBSV Research 

 

 
 

 
Remarkable strategies come from 
the way they approach customers 
according to the value chain model, 
based on the relationship with large 
core partners  

In general, most of TCB revenue is created in the value chain demonstrated 

in the Figure 2. In which the “anchor” enterprises (usually large and leading 

corporates – classified in WB group) are the most important fundamental for 

the bank business operation. 

Step 1: “Anchor” corporates that TCB approached belong to one in six 

business fields including: Real estate; Automobile; Financial Services; 

Tourism and Entertainment; Retails (FMCG); Utilities and Telecom (Figure 3). 

These fields were chosen by banks, based on three criterion: 1) Proportion in 
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GDP; 2) Growth speed; 3) FDI trend. We highly appreciate this approach 

method of TCB as it helps the bank to approach the trend of Vietnam 

economy and make use of foreign investment flow’s long experience. 

Step 2: Using this firm background, TCB expanded to BB and PFS segments in 

the value chain of “anchor” enterprises. Besides relationship with large 

partners, TCB approach was focusing on forming a specialized staff source 

for each of six above fields, thereby supporting the bank in providing 

products which can create highest added value in the value chain. This will 

gain a considerable revenue from NII and Non-NII. 

We assess that the above approach to customers brings the two most 

important advantages for TCB: 1) Unshakeable engagement of customers 

and 2) Utilization of huge money source, with low cost of mobilizing and 

non-stop flowing within the system. 

 

Figure 2: TCB approach to customers  Figure 3: Strategic segments 

   

 

 

 

Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

Focus on individual customer 

groups that play a leading role in 

Vietnam's economic development 

 
In individual customers segment, although TCB develops vertically all income 

groups, we believe that the bank has currently focused on the middle and 

high income groups (with an income of over VND200 million/year). We think 

this is the right approach, because these groups will lead almost all 

development trends in Vietnam in the near future, ranging from saving and 

spending habits to increasingly developed needs of protection and 

investment. Middle and high income segment contributed nearly 80% of the 

total PFS group deposit, 70% more than the PFS group TOI, and are the most 

loyal customers to the bank (over 50% of the customers has transactions for 

over 5 years). 
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  Figure 4: Individual customer segments  
   

  

 
  Source: TCB; KBSV Research 

 

Retail banking development is not 

only based on credit, TCB is very 

responsive in major industry trends, 

which strongly supports Non-NII. 

 
In addition to the core business field in credit, TCB also utilizes the value 

chain to boost Non-NII: 

- Bond advisory and issuance: TCB has currently owned 39% market share 

in (primary) corporate bond issuance. In the past three years, the bank is 

switching from an interest-earning credit institution to an intermediary to 

buy and distribute corporate bonds that charge. This is another form of 

credit that can eliminate the risk if TCB successfully distributes all of 

bonds purchased. TCBS (currently holding more than 80% of the bond 

brokerage market share) will be the focal point for distributing this 

number of bonds. We assess that this model is quite successful when the 

value of corporate bonds distributed by TCBS is much larger than the 

recorded value of corporate bonds held by TCB. We believe that TCB will 

continue to maintain this strategy given that credit growth is gradually 

under tight control, but may have to face considerable risks from big 

customers. 

- Payment activities, card: Currently, about a third of TCB's cash payment 

service revenue comes from individual customers, while payment 

services and sponsorships for corporate customers are maintained 

annually to make use of existing ecosystems. We highly appreciate the 

payment service for individual customers, both in terms of business 

strategy and performance. TCB strategy focuses on technology 

development, system expansion to facilitate transactions, along with 

eliminating the types of costs that customers are uncomfortable to pay 

(such as costs of money transfer and ATM,...). This is an indispensable 

trend of the banking system in the world and led by TCB in Vietnam, 

which has helped to increase customer base and triple the number of 

transactions since last 2016, thereby creating more effective and 

sustainable receivables.  

- Bancassurrance: TCB is quite responsive in catching the development 

trend of insurance industry in Vietnam as it signed a 15-year exclusive 

bancassurance contract with Manulife in 2017, which made insurance 



TCB FULL REPORT KBSV RESEARCH 

 

9 

 

commission fee revenue to triple in 2018. A strong network of individual 

customers in the ecosystem combined with sustainable growth of 

insurance industry will ensure TCB income in this segment. 

 

Figure 8: Revenue structure from service fees  Figure 9: Card transaction status in TCB 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

  INVESMENT HIGHLIGHT 

 
 

We highly appreciate TCB operating model, ranging from the initial approach 

to the establishment of system of resources and personel to implement the 

company strategy. The ecosystem, including important relationships with 

large customers like Vingroup, Masan, Vietnam Airlines, and Thaco in real 

estate, retails, automobile, Logistics, Toursim & Entertainment, helps TCB 

build its position and competitive advantage. 

 

Market share ranking no.1 in 

mortgage loans to buy residential 

houses 

 

 

 

 

Leading transaction banking 

position 

 
TCB owns 31% market share of mortgage lending to buy high-end residential 

houses in Hanoi and HCMC, which is the biggest market share in the market, 

even bigger than that of SOEs. The close-knit relationship with large 

developers helped the bank to achieve this result. In particular, Vingroup 

solely with over 11,000 customers added 85% of TCB mortgage loans to buy 

house. 

In 2018, TCB rose to No.1 in terms of Visa and debit card transactions, and 

becomes one of the most current popular payment cards in Vietnam.  

Besides, TCB remains its leading position in partnerships with Vietnam 

Airlines and Masan to approach large individual customers, ranging from mid 

to high-end. Currently, Vietnam Airlines gained TCB 37,000 customers using 

co-branded credit and debit cards (accounting for 13% of mid-high end 

customers), and contributed 15% of TCB mortgage loans to buy houses. 
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Figure 10: Mortgage loans to buy houses  Figure 11: The number of card transactions at TCB 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

TCB saw the most positive CASA 

growth in the industry, and ranked 

among 3 banks with highest CASA, 

which is much higher than the 

figures of other banks. 

 
The success of the above business model helps TCB to accumulate a great 

amount of CASA with low expenses, which is a fundamental for the bank to 

create a competitive advantage of lending interest rates when expanding BB 

and PFS segments. By the end of 2018, TCB’s CASA was 27.14%, despite 

lower than the relevant levels at MBB and VCB, still stayed high compared to 

the whole sector, and showed the most impressive growth. 

TCB managed to attract high and stable CASA thanks to the source of deposit 

from large enterprises such as Masan, Vietnam Airlines, and Vingroup. 

Additionally, the above-analyzed value chain model brings a significant 

number of individual customers with sustainable cash flow in TCB. This can 

be considered an advantage which is difficult to be achieved. 

 

Figure 12: Comparision of CASA at different banks  Figure 13: Deposit structure by term 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

Ranking No.1 in terms of corporate 

bond advisory and issuance 

 
The results demonstrated TCB's position include: More than 80% of the 

brokerage market share of issuing bonds; over 13,000 accounts, nearly 

39,000 transactions; about VND27,000 billion of iBonds were distributed. 

The current size of the corporate bonds market in Vietnam is still quite small 

and focuses on some large enterprises, many of which have been customers 

of TCB for many years. TCB has been making the most of its relationship with 

Vingroup and Masan to increase revenue from bond issuance and brokerage 

consultancy. We believe that this will be a very good experience and 

technical foundation for TCB to maintain its leading position as the corporate 
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bond market continues to expand. 

 

  Figure 14: TCB bond consultancy and issuance 
   

  

 
  Source: TCB; KBSV Research 

 

Ranking No.1 in terms of  

bancassurance market share 

 
TCB has currently owned 21% of bancassurance market share, which is much 

more than that of other banks. Additionally, being exclusive partner of 

Manulife in a long term, TCB has owned 15% newly developed life insurance 

fees market share in Vietnam, which ensured a promising potential growth 

in this segment. 

Bancassusurance is a potential segment which has become a main 

development trend in Vietnam. Techcombank is more responsive than other 

banks as it has built a relationship with Manulife from an early stage. After 

that, the bank has utilized its customer base to help its partner increase 

revenue and market share quickly, which brings TCB more commission 

revenue benefits compared to its competitors. 

 

  Figure 15: Commission revenue from insurance YoY 
   

  

 
  Source: TCB; KBSV Research 
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  FINANCIAL ANALYSIS 
  Asset quality 

The biggest risk remains in 

receivables which are not explained 

clearly 

 
Overall, the quality of TCB assets has shown many improvements since 2013, 

with the total bad assets/total loan ratio falling from 35.2% to 15.8%, which 

is comparatively high compared to the benchmark level of Moody’s (8%) and 

in some other banks. NPL also declined from 3.65% to 1.75%, overdue loan 

rate dropped from 9.3% to 3.37%, all of VAMC bonds were provisioned in 

2017, which considerably reduced the pressure of provision in the next 

years. 

However, there are still some hidden risks, especially in receivables. If the 

decrease in NPL and the small increase in overdue loan rate can be explained 

by the strategy to boost individual customer lending, in which we see not 

many risks; the risks of rebounding receivables need to be concerned. The 

interest and receivables gained 48% yoy to VND5,738 bn, equal to 3.59% of 

the total loan; other receivables rose by 20% yoy to VND11,323 bn, equal to 

7.08% total loan. This increase is mainly associated with an increase in 

off-balance sheet commitments and guarantees, which makes us stay 

concerned about the quality of these sections. In particular, prolonged days 

of receivables to 4 months (equivalent to Group 3 loans) may adversely 

affect credit cost in the next year. 

 

  Figure 16: Doubted assets in TCB  
   

 

 

 

 
  Source: TCB; KBSV Research 

 

The ability of loan management 

showed improvements 

 
LLR ratio has been in an upward trend since 2013, and currently stayed at a 

quite safe level of 85.1%, and LLR ratio in overdue debt also increased, 

following the uptrend of Group 2 loans.  

After VAMC bonds were provisioned in 2017, and the reversal of bad debts 

showed positive results in recent years, the (cost of provision for credit 

losses)/(profit before provision) continuously tumbled, which partly proved 

the improvements in TCB’s loan management. 
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Figure 17: Receivables movement  Figure 18: LLR ratio 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

  Capital adequacy 

Strongest capital background 

among Vietnam banks 

 
TCB equity has tripled from VND16,458 bn in 2015 to VND51,783 bn in 2018. 

Successful capital raise in 2018 supports TCB equity in exceeding private 

banks. At the moment, this equity level is just lower than three state banks. 

CAR according to Basel II was also raised to the safe level (12.44%), the 

highest in Vietnam banking system which serves as a firm background for the 

bank’s future credit growth. 

In addition, TCB leverage ratio after the capital raise is only 6.2x, which is the 

lowest in the industry, and safe level according to Moody’s standards. This 

very low leverage ratio open the opportunity of development and ROE 

expansion for the bank in the future. 

 

Figure 19: Comparison of equity and leverage ratio  Figure 20: TCB’s CAR 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

  Liquidity 

Liquidity is still ensured, however, 

there will be certain pressure to 

comply with the SBV's regulations 

 
The ratio of TCB's total good quality assets with high liquidity/total 

outstanding loan is still in a downward trend when credit is expanded, but 

the bank still kept this ratio at a safe level of 23.6% in 2018, quite good 

compared to Moody's scale. 

Promoting credit growth in the past few years while the deposit rate not 

increasing correspondingly has currently raised the LDR ratio to a relatively 

high (>80%). Deposit growth slowed mainly because TCB limits mobilizing 

from secondary sources such as interbank or CDs. With the demand for 
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liquidity without affecting the credit growth, we believe that TCB will have to 

increase more mobilization channels other than customers in 2019, thereby 

putting pressure on the average cost of funding. 

 

Figure 21: LDR ratio movement  Figure 22: High-liquid asset ratio 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

  Profitability 

 

 

 

 

 

 

 

 

There is still room for TCB to 

develop NIM thanks to the strong 

advantage of low deposit cost 

 
After a non-stop fall from 2015 to 2017, NIM strongly rebounded by 0.31% in 

2018 to 4.12% because after TCB stimulated disbursement in the 4Q/2017, 

NII outsped outstanding loans in 2018. Excluding VPB with high-risk business 

model, the current NIM of TCB ranks 2nd in the banking sector, only after 

MBB. 

Nevertheless, due to technical adjustments on credit outstanding of each 

period that may affect NIM, we calculate the 5-year average NIM to reflect 

objectively the profitability of credit activities of the bank. As a result, the 

5-year average NIM has continuously rose from 3.36% in 2013 to 4.08% in 

2018, a sustainable gain and still a very high level in the industry. 

Like MBB, TCB has built a large and firm customer base on large corporate 

partners, thereby making full use of high and increasing CASA. The 

sustainability of low deposit cost is demonstrated in the Figure 23, while the 

average deposit cost remained flat despite rising deposit volume since 2015. 

Based on strong equity and low deposit cost, TCB can continue to develop 

NIM with the retail banking strategy heading towards private customers and 

SMEs. 

 

Figure 23: NIM movement   Figure 24: Deposit structure and cost movement  

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 
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After ROE had surged to 27.7% in 2017 (ranking No.1 in the industry), it 

declined to 21.5% in 2018 (ranking No.5 in the industry). However, this 

improvement did not come from the downward operating effectiveness but 

from the TCB capital raise in the year. The current ROA of TCB is 2.87%, the 

best level in the banking sector, and the leverage ratio is very low at 6.2x. 

Therefore, TCB can absolutely bring ROE to the 1st ranking in the sector in 

2019. 

Continuous improvements in ROA over the last few years were achieved 

thanks to many factors:  

- NII saw a sustainable growth while Non-NII continuously made strong 

breakthroughs 

- The operating cost is well managed, CIR is always the lowest of the sector 

(about 30%) due to the effective application of technology in trading 

activities and the bank operation. 

- Provision for risks/profit before the provision kept falling due to: 1) All of 

VAMC bonds were provisioned in 2017; 2) The loan structure was 

improved in the way of risk elimination; 3) The ability to reverse bad 

debts is gradually improved. 

 

Figure 25: Profitability YoY  Figure 26: EBT structure 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

  UPDATED BUSINESS PERFORMANCE IN 2018 

 
 

Customers lending was almost unchanged compared to 2017, but the total 

credit still increased by 26.5% yoy to VND230.988 billion and mostly came 

from a sharp increase in corporate bonds in 2018. As analyzed above, TCB is 

taking advantage of its strength in bonds to redistribute this amount of 

corporate bonds, enjoy interest rate spread instead of gaining interests like 

traditional credit. In addition, this is also an effective way for the bank to 

shift to loan credit growth when necessary. 

Regarding non-interest activities, although the bank no longer records a 

dramatic one-off item from insurance as in 2017, TCB still maintains a 

relatively high Non-NII level: 1) Insurance commission increased more than 

25% yoy; 2) Advisory bond issuance revenue tripled; 3) Bad debt reversal 
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activities stayed positive. 

 
 

Figure 27: Earning asset state  Figure 28: NPAT movement 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

 
 

As there is no dramatic gain from Non-NII, TOI 2018 just climbed 12.3% yoy, 

much lower than 37.1% in 2017. However, due to CIR remarkable 

management at the lowest level of the sector (31.8%) and risk provision 

expense decrease by 50% without VAMC provision, and the improvement in 

bad debt reversal, TCB’s EBT still saw a strong growth 2018 (32.7% yoy) 

 

Figure 29: Non-NII YoY  Figure 30: Non-NII structure 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 

 

  OUTLOOK & FORECAST BUSINESS PERFORMANCE 2019 

 
 

In terms of macro situation, we still suppose that Vietnam economy will keep 

a good growth momentum in 2019, which is the premise to believe that 

credit growth will be maintained, especially at banks that meet the capital 

standards. 

TCB has been allowed to extend its credit room by the SBV, which is very 

high compared to the general growth rate in the whole system in 2018 (26% 

compared to 14%) thanks to the best capital base in the industry and 

guaranteed progress of setting management standards, risk measurement 

according to Basel II. We believe that this will be the most important 

background for TCB to ensure good credit growth in 2019. These are specific 

prospects for each segment: 
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- WB: Although there is not details, we estimate that a half of this group’s 

outstanding loan is for three most important partners Vingroup, Masan, 

and Vietnam Airlines, with Vingroup holds the largest proportion. With 

the estimate about a stable economic growth but the real estate market 

losing strong growth momentum as in three years ago, we believe that 

the credit growth in WB will dip compared to that in 2018, reaching 15%. 

- BB: After the BB staff were restructured in 2017, BB’s outstanding 

balance surged by nearly 50% in 2018. Despite BB’s moderate 

proportion (14%), with the general trend moving towards retail credit 

and private business development, we suppose this group’s growth will 

remain high at 30% in 2019. 

- PFS: The contribution and growth force of this group still depends 

heavily on mortgage loans to buy houses from mid to high-end segments 

in Hanoi, HCM and a large number of Vingroup projects. Vingroup's 

market supply in 2019 will be higher than that in the previous year 

thanks to 3 Vincity projects (Hanoi and HCM) and 3 Vinhomes projects 

(Hanoi, Hai Phong and Thanh Hoa). We appreciate the absorption rate of 

these projects based on the sale resutls from November 2018 until now 

as well as the large demand in the target segment. Considering the 

whole market, as TCB cooperation projects all come from reputable 

investors (Novaland, Sungroup, Thao Dien,...), we still keep a positive 

view on absorption rate for mortgage loans. In addition, although the 

proportion is quite small, we assess the ability of credit increase via 

credit cards and car buying will be improved. To sum up, we forecast the 

credit growth of PFS will reach about 20% in 2019. 

As a result, we expect the total credit growth to reach 18.7% in 2019. 

 

 
 

In terms of Non-NII, we will make forecasts for 3 segments: 

- Bonds: The two partners bring the main revenue source for TCB, 

Vingroup and Masan, with the solid foundation of the parent bank 

capital, advisory experience and strong distribution capacity, will help 

TCB maintain the revenue from fees this segment. It is likely that TCB 

will continue to maintain credit growth strategy through bond channel 

and with long-term relationship with its partners, we believe that 

consulting fee will continue to increase as in the past three years. In the 

distribution segment, the growing interest of investors in the TP 

channel, and the No. 1 position with more than 80% market share will 

help TCB quickly raise revenue from this channel. 

- Bancassurance: With the assumption that Manulife's new exploitation 

fee will continue to grow at 30% per year and the company's banca 

proportion continues to increase to over 20%, we estimate that TCB's 

revenue from banca will reach average growth of 30% per year for at 

least 2 years. 

- Cards, payment: With the strong growth of individual customer base 

and the promotion of trade sponsor activities in BB group, we forecast 
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the possibility of 20% for revenue growth in this segment in 2019. 

 
 

Figure 31: Bond activities  Figure 32: Bancassurance activities 

   

 

 

 
Source: TCB; KBSV Research  Source: TCB; KBSV Research 
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  VALUATION & INVESTMENT VIEWPOINT 

 
 

We combine two valuation methods of P/B and DCF to find a reasonable 

price range for TCB shares. 

Our main assumptions for 2019 business results include: 

 

The total credit will gain 18.7% 
 

We project that total credit including corporate bonds can achieve a growth 

rate of about 18.7% yoy with improvements coming from all segments. 

NIM will gain by 38bps to 4.5% 
 

We use a 5-year average to forecast the NIM trend. Combined with the 

advantage of low cost of capital and the ability to raise average output 

interest rates, KBSV believes that NIM can improve at least in the next two  

years. 

Non-NII will hardly grow strongly 

because there is no longer recorded 

dramatic profit, but still stay high 

 
Non-NII will hardly grow strongly because there is no longer recorded 

dramatic profit from divestment in subsidiaries. However, with the main 

force from service fees, we believe that Non-NII will stay high in 2018. 

CIR will be well managed and stay 

at 32% 

 
Although the expansion of retail banking will require more cost for 

operation, we believe that CIR will still be well controlled as TCB has proven 

its ability to utilize the technological advantages. 

Cost of provision is low 
 

Good asset quality is the basis for TCB to achieve a low level of provision, 

from 2018, we believe that the bank can maintain the current provision rate. 

 

 
 

With these assumptions, TCB's NPAT will climb about 26% in 2019. As the 

bank is not under pressure to raise capital, the year-end BVPS is about VND 

17,861/share, equivalent to P/B forward = 1.54x. ROE may fell to about 19% 

since TCB's current capital base is quite large. However, this is still a 

relatively high level, combined with the strongest capital base in the banking 

sector and a large growth base compared to other regional banks, we 

suppose the reasonable P/B for TCB shares is 2x, equivalent to the target 

price for 2019 of VND35,700/share, 29% higher than the current price. 

However, for a longer expectation and to reflect systemic risks in the 

medium term, we also use the DCF method. The reasonable price is about 

VND 31,000/share, about 12.5% higher than the current market price. 

 

  Table 1: Assumptions according to DCF 
   

 

 

 

 
  Source: KBSV Research 

VND Bil. 2019F 2020F 2021F

PAT 10,671.00 12,544.00 14,293.00

Residual income 3,545.70 3,950.37 3,973.32

Cost of Equity Capital - R 13.76%

g 5.00%

Terminal value 47,625.41

Total present value (PV) 108,276.35

TCB fair value (VND/share) 30,966.3
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We suppose the main risks for TCB include: 

1) Heavy dependence on Vingroup and Masan's business operations. It is 

worth noting that more than 85% of Techcombank's mortgage loans 

come from Vingroup's projects with over 11,000 customers, the 

average value of each loan is VND2.5 billion. Focusing on a certain 

group of customers has created a big advantage for TCB, but also 

contains potential risks from the lack of diversification. 

2) Partner involved risks comes from Vingroup's large holdings of bonds. 

As we have estimated, TCB has currently bought about VND 35,000 

billion Vingroup bonds. This amount of bonds will be used flexibly for 

investment purposes at TCBS, or used for capital turnover to other 

sectors by redistribution to major investors. Thus, if the total credit for 

mortgage loans; the investment of Vingroup bonds; and credit for other 

developers were included, TCB's real estate loans accounted for 48% of 

total outstanding loans, much higher than the industry average. 

Although Vingroup is a leading enterprise whose good business 

operation, it still belongs to the real estate sector, which is sensitive to 

the economic cycle. 

3) Risks from the economic cycle and the real estate cycle will not only 

affect the overall operation of the bank, but also have a strong impact 

on important corporates in the ecosystem of TCB which are highly 

sensitive to the economic cycle. We think this will be the biggest risk in 

TCB's operation in the medium term. However, with the focus on 

mid-high and high-end customers with a good income, along with 

strong capital base, this risk will be partly limited. 

Therefore, in terms of investment, we have a POSITIVE view on TCB shares 

with a target price of VND35,700 in the next 1-2 years, as the economy is still 

in the upswing phase. However, with a medium-term vision of 3-4 years, 

investors should be more cautious with the movements of the economic 

cycle in Vietnam and in the world, which may adversely impact the bank's 

performance. 
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APPENDIX   
 

 
Source: Stoxplus, KBSV   

Balance Sheet Income Statement

(VND Billions) 2015 2016 2017 2018 (VND Billions) 2015 2016 2017 2018

TOTAL ASSETS 191,993.60 235,363.14 269,392.38 321,049.45 Interest and Similar Income 13,379.39 15,736.08 17,594.50 21,150.74

Cash and precious metals 2,754.30 2,956.71 2,344.36 2,606.47 Interest and Similar Expenses -6,165.71 -7,593.86 -8,664.09 -10,024.21

Balances with the SBV 2,677.30 2,533.88 4,279.43 10,555.48 Net Interest Income 7,213.68 8,142.22 8,930.41 11,126.54

Placements with and loans to other credit institutions 14,762.55 21,598.87 30,155.81 35,616.17      Fees and Commission income 1,815.29 2,558.99 4,519.69 4,452.60

     Balances with other credit institutions 7,488.02 9,058.94 16,243.05 24,226.32      Fees and Commission expenses -543.15 -603.23 -707.78 -916.60

     Loans to other credit institutions 7,274.54 12,539.93 13,912.75 11,389.85 Net Fee and Commission Income 1,272.14 1,955.76 3,811.90 3,536.00

     Allow. for balances with other credit institutions 0.00 0.00 0.00 0.00 Net gain/(loss) from FX and Gold -192.00 240.20 278.59 233.75

Trading securities, net 1,875.99 8,024.62 6,758.09 7,572.23 Net gain/(loss) from trading of trading securities 63.40 124.78 396.73 168.43

     Trading securities 1,885.10 8,035.91 6,775.12 7,583.09 Net gain/(loss) from disposal of inv. securities 87.95 481.46 855.76 756.57

     Less: Provision for trading securities -9.11 -11.29 -17.02 -10.86      Other incomes 1,373.27 1,653.25 1,963.43 3,147.17

Derivatives and other financial assets 0.00 0.00 36.29 0.00      Other expenses -485.30 -679.42 -248.53 -1,513.39

Loans and advances to customers, net 111,012.65 141,120.53 158,964.46 157,556.93 Net Other income/(expenses) 887.96 973.83 1,714.89 1,633.78

     Loans and advances to customers 112,179.89 142,616.00 160,849.04 159,942.05 Dividends income 10.82 0.47 355.53 894.70

     Less: Provision for losses -1,167.24 -1,495.48 -1,884.58 -2,385.11 Total operating income 9,343.94 11,918.73 16,343.81 18,349.77

Debts purchase 0.00 0.00 0.00 0.00 General and Admin expenses -3,678.85 -4,261.00 -4,698.28 -5,842.51

     Debts purchase 32.24 19.47 12.09 1.68 Operating Profit Before Provision for Credit Losses 5,665.09 7,657.73 11,645.52 12,507.26

     Allowance for losses on debts purchase 191,993.60 235,363.14 269,392.38 321,049.45 Provision for credit losses -3,627.89 -3,661.09 -3,609.23 -1,846.25

Investment securities 45,017.19 45,674.92 51,542.48 86,512.35 Profit before tax 2,037.21 3,996.64 8,036.30 10,661.02

     Available-for-sales securities 39,243.61 38,575.37 46,018.40 66,625.26      Corporate income tax - current -483.86 -872.81 -1,564.82 -2,185.25

     Held-to-maturity securities 6,902.35 8,560.11 5,715.48 20,236.20      Corporate income tax - deferred -24.16 25.01 -25.89 -1.77

     Less: Provision for investment securities -1,128.77 -1,460.56 -191.40 -349.11 Corporate income tax -508.02 -847.79 -1,590.70 -2,187.02

Investment in other entities and long term investments 336.42 587.38 0.00 0.00 Net profit for the year 1,529.19 3,148.85 6,445.60 8,474.00

     Investment in Joint Ventures 0.00 0.00 0.00 0.00 Minority interest 0.00 0.00 0.00 -11.22

     Investment in associate companies 0.00 0.00 0.00 0.00 Attributable to parent company 1,529.19 3,148.85 6,445.60 8,462.78

          Investments in joint-venture 0.00 0.00 0.00 0.00 Basic EPS for profit attributable to the equity holders 1,694.00 3,525.00 7,719.00 0.00

          Investments in associates 0.00 0.00 0.00 0.00

     Other Long-term investments 601.23 582.67 12.08 12.88 Financial Summary

     Provision for long-term investments -4.08 -4.93 -2.40 -0.66 2015 2016 2017 2018

Fixed assets 882.08 1,582.72 1,511.45 1,718.60 NII 7,214 8,142 8,930 11,127

Investment properties 1,310.18 1,278.54 1,238.03 1,196.32 TOI 9,344 11,919 16,344 18,350

Other assets 11,073.57 9,996.11 12,541.96 17,702.68 NPAT 1,529 3,149 6,446 8,474

     Receivables 10,043.38 6,829.56 9,417.59 11,323.13 Total Asset 191,994 235,363 269,392 321,049

     Accrued interest and fee receivables 3,046.54 3,992.33 3,876.53 5,737.91 Equity 16,458 19,586 26,931 51,783

LIABILITIES AND SHAREHOLDER"S EQUITY Customer loans 112,180 142,616 160,849 159,942

Total liabilities 175,536.04 215,776.66 242,461.64 269,266.75 Customer deposits 142,240 173,449 170,971 201,471

     Due to Gov and Loans from SBV 0.00 1,447.97 1,000.00 6,025.03 Profitability

     Deposits and Loans from other credit institutions 20,745.99 24,886.13 46,323.83 36,425.56 NIM 4.34% 4.13% 3.81% 4.12%

          Deposits from other credit institutions 8,079.21 15,114.92 21,274.38 28,973.46 Average Lending Interest 8.70% 8.70% 8.10% 8.90%

          Loans from other credit institutions 12,666.78 9,771.21 25,049.45 7,452.11 Average Funding Cost 3.80% 4.00% 4.00% 3.90%

     Deposits from customers 142,239.55 173,448.93 170,970.83 201,471.34 ROAA 0.83% 1.47% 2.55% 2.87%

     Derivatives and other financial liabilities 85.89 67.89 0.00 310.31 ROAE 9.73% 17.47% 27.71% 21.53%

     Funds received from Gov, intl. and other institutions 336.42 587.38 0.00 0.00 Leverage ratio 11.7 12.0 10.0 6.2

     Conv. bonds/CDs and other valuable papers issued 8,133.90 10,414.84 17,639.97 13,177.96 Asset Quality

     Other liabilities 3,994.29 4,923.52 6,527.01 11,856.55 NPL 1.66% 1.58% 1.61% 1.75%

Shareholder"s equity 16,457.57 19,586.48 26,930.75 51,782.71 LLR 62.63% 66.57% 72.93% 85.08%

     Capital 8,878.08 8,878.08 9,777.12 35,442.54 LDR 69.80% 73.80% 74.10% 66.60%

          Charter capital 8,878.08 8,878.08 11,655.31 34,965.92 Overdue-debt rate 3.22% 3.09% 3.06% 3.37%

          Fund for basic construction 0.00 0.00 0.00 0.00 Provision/Pre-provision income 64.04% 47.81% 30.99% 14.76%

          Share premium 0.00 0.00 2,165.06 476.62 Capital Adequacy

          Treasury shares 0.00 0.00 -4,043.25 0.00 CAR 14.70% 13.12% 12.68% 14.33%

          Preferred shares 0.00 0.00 0.00 0.00 Equity/Total asset 8.57% 8.32% 10.00% 16.13%

          Other capitals 0.00 0.00 0.00 0.00 Liquidity

Reserves 4,744.90 5,219.18 6,156.93 3,867.85 LDR 69.80% 73.80% 74.10% 66.60%

Foreign currency difference reserve 0.00 0.00 0.00 0.00 (Customers) Lending/Deposit 78.87% 82.22% 94.08% 79.39%

Difference upon assets revaluation 0.00 0.00 0.00 0.00 Operating Efficiency

Retained Earnings 2,834.58 5,489.22 10,996.70 12,403.00 CIR 39.4% 35.8% 28.7% 31.8%

OFF BALANCE SHEET Valuation

Contingent liabilities 0.00 0.00 0.00 0.00 BVPS 18,537 22,062 23,106 14,810

Letters of credit (L/C) 9,219.78 11,737.63 16,009.69 31,213.05 EPS 1,722 3,547 5,530 2,424

Credit guarantee 0.00 0.00 0.00 12,163.32 P/B 1.49 1.25 1.19 1.86

Credit commitments 9,215.88 11,731.08 16,001.14 19,043.77 P/E 15.99 7.82 4.98 11.38
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Investment portforlio recommendations 

Buy: +15% or more 

Take profit: between +15% and -15% 

Sell: -15% or less  

 

DISCLAIMER  

This report has been prepared for informational purposes only, and does not constitute an offer or solicitation of a contract 

for trading. Opinions in this report reflect professional judgment at this date based on information and data obtained from 

sources KBSV considers reliable. However, KBSV does not guarantee that the information and data are accurate or complete, 

and, therefore, this report is subject to change without prior notice. Individual investments should be made based on each 

client’s own judgment and we expressly disclaim all liabilities for any investment decisions and any results thereof. This 

report is a copyrighted material of KBSV and, thus, it may not be reproduced, distributed, or modified without the prior 

consent of KB Securities. This report is not prepared for academic purposes and any third party wishing to quote from it for 

academic publications should receive the prior consent of KBSV.  
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