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Asia Commercial Bank

Bloomberg Code (ACB VN) | Reuters Code (ACB.HM)

Positive start to Q1/2024

Updated with BUY recommendation, target price VND 34,900

ACB's strategic orientation is to be the top retail bank in Vietnam. This is also a bank with a
conservative development strategy, do not invest in corporate bonds. In terms of asset quality,
this bank is one of the first banks to complete BASEL Ill standards. ACB has good credit growth
record and is increasingly improving its business operations. With the residual income (RI)
method and comparison method based on P/B, we update the target price for ACB in 2024 to
reach 34,900 VND, potential upside at 28.5%.

2024 Shareholders' Meeting Updates

Q1/2024 business results update: ACB reports positive credit growth of approximately 3.7% ytd
(growth in both retail and corporate segments) and customer deposit grew at 2.1% ytd. ACB's
NIM continued to improve slightly compared to the end of 2023, CASA rose to 23%. acb's
Q1/2024 pre-tax profit is estimated at VND4,900 billion (-5% yoy) due to increased provision
expenses and no extraordinary income as in Q1/2023.

At the meeting, ACB approved its annual plan with some key growth targets: total assets (+12%
YoY), deposits (+11% YaY), customer loans (+14% YoY), NPL ratio below 2% and PBT of VND
22,000 billion (+10% YoY). ACB will pay a cash dividend of 10% and a stock dividend of 15%.

ACB said its 3-year development plan will continue to focus on the retail and SME segments,
while also strengthening the large corporate segment. The bank will continue to maintain its
policy of not investing in corporate bonds in the near future. The bank's target ROE is around
20-25% in the next 3-5 years. In terms of interest rates, ACB's management believes that interest
rates will remain stable at low levels before rising slightly in the second half of 2024. The current
average lending rate for businesses is around 4-6% and for individuals is around 6-8%.

Outlook for 2024

We forecast that ACB's credit growth in 2024 could reach a healthy 15% level. The NPL ratio is
expected to be controlled at 1.3%, while NIM will edge up slightly to 4.04% (from 3.93% at the
end of Q4/2023). Net fee and commission income could decline slightly by -6.94% YoY. This is
due to the expectation that the bancassurance segment will recover slowly, while the low yield
environment for bonds will make it difficult for ACB to recognize profits from government bond
trading in 2024. We forecast ACB's PBT to reach VND 22,096 billion (+10.1% YoY).

Risk: (1) Credit growth increased slower than expected.,; (2) Interest rate fluctuations prevented
ACB's NIM from improving; (3) Risk provisioning expenses increased more strongly than
expected.

Year 2020 2021 2022 2023 2024F
Interest income (VNDbn) 14,582 18945 23534 24,960 29,741
Nonv-interest income (VNDbn) 3579 4619 5257 7,787 7,249
Total operatingincome (VNDbn) 18,161 23,564 28,790 32,747 36,990
Provision and other expenses (VNDbn) (8,565) (11,566) (11,676) (12,679) (14,894)
Profit before tax (VNDbn) 9,596 11,998 17,114 20,068 22,096
Credit growth (%) 15.92% 16.19% 1431% 17.86% 15.00%
NIM (%) 3.66% 401% 4.26% 3.93% 4.04%
ROE (%) 2431% 23.90% 26.49% 24.39%% 22.65%

Source: Fiinpro, Company data, Shinhan Securities Viemam

Shinhan Securities Vietnam Co,, Ltd. does and seeks to do business with companies covered iniits research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their
investment decision. Analysts employed by Shinhan Securities Vietnam Co,, Ltd. , or a non-US affiliate thereof, are not registered/qualified as research analysts
with FINRA, may not be associated persons of the member and may not be subject to FINRA restrictions on communications with a subject company, public
appearancesand trading securities held by a research analyst account. For analyst certification andimportant disclosures, refer to the Compliance & Disclosure
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Outlook for 2024

Year 2024F %yoy Note
According to the management's disclosure, ACB's NIM (Net
Interest Margin) continued to improve in Q1/2024. Credit growth
reached 3.7% Ytd (compared to negative growth of -0.6% in

Net Interest Income Q1/2023). CASA (Current Account Saving Account) continued its

(VNDbn) 29,741 19.2% upward trend and returned to 23% level. We expect ACB to fully
utilize the 15% credit room granted by the SBV (State Bank of
Vietnam) in early 2024 and achieve a full-year NIM of 4.04%.
ACB cautiously believes that the fee segment from
bancassurance will not see much growth in 2024. The likely slight
increase in interest rates in the second half of 2024 will also not
support the recognition of profits from ACB's investment
securities trading in 2024.

Non-interest Income The trend of cashless payments, along with ACB's expected

7,249 -6.9% - - . .

(VNDbn) addition of underwriting and bank custody services in Q3/2024,
could support fee income growth in 2024. In addition, ACB may
recognize increased income from asset sales following a period
of increased bad debts in 2023.

Total Operating Income Total operating revenue in 2024 is expected to continue to grow

P & 36,990 13.0% by double digits, with a focus on the recovery of net interest

(VNDbn) .

income.
We assume ACB's CIR (Cost-to-Income Ratio) to be at 33% and
) credit cost/loan balance in 2024 to increase to 0.5% (from 0.4%
Profit Before Tax (VND 22,096  10.1% . ) . .
rofit Before Tax ( bn) * in 2023). NPAT (Net Profit After Tax) is therefore projected to
grow at 10.1%, in line with ACB's 2024 target plan.

Net Income (VNDbn) 17,676  10.2%

ACB's non-performing loans (NPL) increased slightly in Q1/2024,

Non-performing ratio- NPL 1.3% but we believe the bank can maintain its NPL ratio around 1.3%

D70

(%) in 2024. We assume the NPL coverage ratio will increase to above
100% in 2024 due to the recovery of net interest income.

Loan Loss Coverage Ratio- . ../ We assume the Loan loss coverage ratio will increase to above

LLR (%) 100% in 2024 due to the recovery of net interest income.

Total Credit Growth - Ytd 15.0% ACB's credit growth in 2024 is projected to reach 15.0%, in line

(%) ' with the credit room granted.

Customer Deposit Growth - 14.0%

Ytd (%)

We believe ACB's CASA (Current Account Saving Account) ratio

Net Interest Margin - NIM o could reach 24% by the end of 2024, and the stable interest rate

3 (

environment will help ACB improve its NIM (Net Interest Margin)
for 2024.
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Valuations and recommendations

Valuation
We use the residual income (RI) method and the P/B valuation method with a proportion of 20%-80%
respectively.

The target price for the stock for 2024 is 34,900 VND.

1) In the short term, we cautiously use the P/B index at 1.4x (below the 5-year trading average) to value ACB
shares due to cautious investor sentiment. With BVPS forecast for 2024 at 21,909 VND, ACB's target price
for 2024 is expected to be 30,673 VND.

2) For the residual income method, the stock price for 2024 falls at 51,830 VND.

Cost of Equity (%)
Cost of Equity (%) 124
Risk-free rate (%) 25
Equity risk premium (%) 9.00
Beta 1.1
RI Method
(Unit: VNDbn) 2023F | 2024F \ 2025F 2026F 2027F \
Cost of equity 124 124 124 124 124
Cost of equity after 2026 124
Netincome 17,676 22,663 26,007 30444 34972
Residual income (RI) 8,001 10987 1917 13554 14,837
PVofRI 7,118 8,697 8392 8492 8270

Terminal value of RI (VNDbn) 160,359
Terminal growth (%) 2.00%

PV of terminal value (VNDbn 89,384

PV of Rl (bn VND)) 40969

Beginning equity (on VND) 70956

Total value (on VND) 201,310

Total outstanding shares (bn) 39

Target price (VND) 51,830

Valuation Summary

Method ‘ Weight Price target (VND)
Residual income ‘ 20% 51,830
P/B target (1.4x) ‘ 80% 30,673
Target price (VND) \ 34,900

Source: Shinhan Securities Vietnam
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Business overview

Company history

ACB was established under license number 0032/NH-GP issued on April 24, 1993 and officially went
into operation on May 13, 1993. ACB was listed at the Hanoi Stock Exchange, later Hanoi Stock
Exchange (HNX) on November 21, 2006. On December 9, 2020, ACB officially transferred trading to the
Ho Chi Minh City Stock Exchange. Ho Chi Minh (HOSE).

ACB's shareholder structure at the end of Q1/2024

Sather Gate Investments Limited
Dragon Financial Holdings Limited
Tran Hung Huy
L —— 1.19% Vietnam Enterprise Investments
———————— . .
B ——— 1.03% Limited
Estes Investments Limited
= BCH C6ng doan Ngan hang TMCP A
Chau
m Dang Thu Thay

There was a change in ACB's shareholder structure at the end of Q1/2024 with regards to the
ownership percentage of Whistler Investment Limited. Accordingly, this fund has divested all of its
shares after the trading session on March 28, 2024.

Subsidiaries of ACB
ACB
| | |
Securities and investment Debt managemer?t and asset [ Financial leasing ]
exploitation
[ 100% ‘ 100% ‘ 100%
. ACB leasing
ACB Securities ACB ASSET One Member
Company MANAGEMENT Limited Liability
Limited CO., LTD Company
(ACBS) (ACBA) (ACBL)
100%
ACB Capital
Management
Company
Limited
(ACBC)
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Balance sheet Financial indicators

Year (bn VND) 2020 2021 2022 2023 2024F Year 2020 2021 2022 2023 2024F

Total assets 444,530 527,770 607,875 718,795 788,209 Growth (% YoY)

Cash and precious metals 6,968 7510 8461 6,909 4,402 Loans to customers 15.92 16.19 14.31 17.86 15.00

Balances with the SBV 16617 32350 13658 18505 22,011 Deposits from customers 1463 757 896 16.61 14.00

Plagimgtts )[/yith and loans to other 31671 49819 85971 114874 104,398 Shareholders equity 2767 2667 30.15 2142 1993

%:dihglgechﬁﬁfsns 6168 11260 1131 7177 7177 Totalassets bl 13 R 1325 R

54 227 100 R R Netinterestincome 2039 2992 2422 6.06 19.16

Derivatives and other financial assets Net non-interestincome 41019 29.06 13.80 4814 691

Loans and advances to customers 308529 356051 408857 482,235 554297 PPOP 3527 453 1207 2727 1294

Debts purchase - - - - = Net profit before tax 2767 25.03 4264 17.26 10.10

Investment securities 63399 59475 75535 73463 77954 Net profit after tax 27.84 2499 42.54 17.22 10.17

Long-term investments 9 172 147 140 140 Profitability (%)

Fixed assets 3783 3,763 3,981 4,763 4,990 NIM 3.66 401 426 393 4.04

Investment properties 349 216 177 177 177 ROA 1.86 198 241 246 235

Other assets 6,893 6,929 9858 10552 12,662 ROE 2431 2390 2649 2439 22,65

Total liabilities 409,082 482,869 549,437 647,839 703,112 Liquidity (%)

Due to Gov and Loans from SBV - - 506 - = Pure LDR 882 9.3 999 10101 101.90

Deposits and Loans from other credit 23875 5439 67,841 89507 57558 Asset quality

institutions Leverage (x) 1254 1175 1040 10413 9.26

Depos@ from customgrs 353196 379921 413953 482,703 550,281 NPL ratio (%) 059 077 074 121 130

et andopermsicnore o © P R s ] o5 MR i

Convertiblebonds/CDsandother 22050 30548 44304 52410 68133 Reversefotalaedi(6) BN 'O B

Other liabilities 9844 17920 22772 23060 26981 Credit costs/total loans (%) (S0 092 puuuo(7y 040 Guu00
- Credit costs/total crediit (%) 030 0.92 0.02 040 0.50

Shareholder’s equity 35448 44901 58439 70956 85,097 Per share items (VND)

Capital 21,887 27291 34046 39,112 39112 £PS 3554 3554 4053 2131 4551

Reserves Sl ' Bl -7 MR BPS 16399 16618 17303 18269 21,90

Retained eamings 7819 10445 15172 20286 31,767 PPOP/Share 4875 5675 5088 5631 6360

Minority interest - - - - -

Totalabiltes and equity NN 577,70 SRl M187% R Source: Company data, Shinhan Securities Vietam

Income statement

Year (bn) 2020 2021 2022 2023 2024F

Interest and Similar Income 31856 33714 40699 52347 57,846

Interest and Similar Expenses (17,274) (14769) (17,165) (27,387) (28,106)

Net Interest Income 14582 18945 23534 24960 29,741

Net Fee and Commission Income 1,695 2,894 3526 2922 3,669

From foreign currency and gold 687 872 1,048 1,110 1,310

From trading of trading securities 167 450 (388) 168 -

From disposal of investment securities 732 244 21 2,647 379

Net Fee and Commission Income 280 139 990 863 1,834

Dividends income 19 20 59 76 57

Total non-interest income 3,579 4,619 5257 7,787 7,249

Total operating income 18161 23564 28790 32,747 36,990

General and Admin expenses (7624)  (8230) (11,605 (10,874) (12,288))

Operating Profit Before Provision 10537 15334 17185 21872 24702

(PPOP)

Provision for credit losses 941)  (3336) (71)  (1,804)  (2,606)

Profit before tax 959% 11,998 17,114 20,068 22,096

Corporate income tax (1913) (2395 (3426) (4023) (4419

Net profit after tax 7683 9603 13688 16045 17,676

Attributable to parent company 7,683 9603 13688 16045 17,676

71 € Shinhan Securities
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Price performance
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Date Recommendation Target | Range of price (%)

price
(VND)  |Average {Max/Min
30/04/2023 (Initial) BUY 29,200 4701 20/91
25/10/2023 (Update) BUY 31,800 60.2 | 30/107
09/04/2024 (Update) BUY 33900 362 17/62
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Note: Calculation of target price gap based on the past 12 months

Shinhan Securities Vietham

¢ BUY: Upside potential in 12 months more than 15%

¢ HOLD: Upside potential in 12 months from -15% to
15%

¢ SELL: Upside potential in 12 months more than -15%

¢ POSITIVE: Based on market cap, largest share of sector stocks under coverage is
rated BUY

¢ NEUTRAL: Based on market cap, largest share of sector stocks under coverage is
rated HOLD

¢ NEGATIVE: Based on market cap, largest share of sector stocks under coverage is
rated SELL

g | € Shinhan Securities
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Compliance & Disclosure Notice

Analyst Certification

¢ The following analysts hereby certify that their views about the companies and securities discussed in this report are accurately expressed and that they have
not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Phuong Nguyen

Important Disclosures & Disclaimers

¢ As of the date of publication, Shinhan Securities Vietnam Co., Ltd. does not beneficially own 1% or more of any class of common securities of the following
companies mentioned in this report: TCB VN

¢ Shinhan Securities Vietnam Co., Ltd. or one of its affiliates, and/or their respective officers, directors, or employees may have interests, or long or short
positions, and may at any time make purchases or sales as a principal or agent of the securities of the companies mentioned in this report.

¢ As of the date of publication, research analysts responsible for this report and members of their households do not have any financial interest in the debt or
securities of the companies mentioned in this report.
¢ Research analysts responsible for this report receive compensation based upon, among other factors, the overall profitability of Shinhan Securities Vietham
Co,, Ltd. including profits derived from investment banking. The analysts responsible for this report may also receive compensation based upon, among other
factors, the overall profitability of sales and trading businesses relating to the class of securities or financial instruments for which such analysts are responsible.
¢ All opinions and estimates regarding the companies and their securities are accurate representations of the research analysts' judgments and may differ from
actual results.
¢ This report is intended to provide information to assist investment decisions only, and should not be used or construed as an offer or a solicitation of an offer
to buy or sell any securities. The information herein has been obtained from sources deemed reliable, but such information has not been independently
verified and no guarantee, representation, or warranty, expressed or implied, is made as to its accuracy, completeness, or correctness. Shinhan Securities
Vietnam Co., Ltd. makes the best effort but does not guarantee the accuracy, completeness, or correctness of information and opinions translated into English
from original Vietnamese language materials. Shinhan Securities Vietnam Co., Ltd. accepts no liability whatsoever for any direct, indirect, and/or consequential
loss arising from any use of this material or its contents. Stock selection and final investment decisions should be made at the investor's own and sole
discretion.
This report is distributed to our customers only, and any unauthorized use, duplication, or redistribution of this report is strictly prohibited.
Investing in any Vietnamese securities or related financial instruments discussed in this research report may present certain risks. The securities of Vietnamese
issuers may not be registered with, or be subject to the regulations of, the US Securities and Exchange Commission. Information on Vietnamese securities or
related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements
comparable to those in effect within the US. The value of any investment or income from any securities or related financial instruments discussed in this
research report denominated in currencies other than the Vietnamese won is subject to exchange rate fluctuations that may have a positive or adverse effect
on the value of or income from such securities or related financial instruments.

* o

Distribution

¢ United States: This report is distributed in the US by Shinhan Investment America, Inc,, a member of FINRA/SIPC, and is only intended for major US institutional
investors as defined in Rule 15a-6(a)(2) of the US Securities Exchange Act of 1934. All US persons that receive this document by their acceptance thereof
represent and warrant that they are major US institutional investors and have not received this report under any express or implied understanding that they
will direct commission income to Shinhan Securities Vietnam Co.,, Ltd. or its affiliates. Pursuant to Rule 15a-6(a)(3), any US recipient of this document wishing
to effect a transaction in any securities discussed herein should contact and place orders with Shinhan Investment America, Inc., which accepts responsibility
for the contents of this report in the US. The securities described herein may not have been registered under the US Securities Act of 1933, as amended, and,
in such case, may not be offered or sold in the US or to US persons unless they have been registered or are in compliance with an exemption from registration
requirements.

¢ All Other Jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Shinhan
Securities Vietnam Co,, Ltd. or its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and
not subject Shinhan Securities Vietnam Co., Ltd. and its affiliates to any registration or licensing requirement within such jurisdiction.
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