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Securities

Bank for Foreign Trade of Vietnam

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

Difficulty at the beginning of the year

Updated with HOLD recommendation, target price 101,600 VND

Joint Stock Commercial Bank for Foreign Trade of Vietnam (HoSE: VCB) is one of the "Big 4" state-

owned banks with the largest market capitalization in the banking industry. VCB has always

maintained the advantage of being the most efficient bank, with asset quality improving over
the years, and constantly making efforts in digital transformation. With the residual income (RI)
method and comparison method based on the P/B index, we update the target price for VCB

for 2024 at 101,600 VND, with potential upside at 9.85%.

Update on AGM 2024 and business result in Q1/2024

- At the 2024 Annual General Meeting of Shareholders, VCB's management announced the
bank's strategic plan for the 2025-2030 period will focus on four pillars: retail, services,
corporate banking, and investment banking. In 2024, VCB temporarily focuses to grow credit
on the corporate customer segment due to still relatively low demand from individual
customers, especially for home loan products. VCB expects to disburse a credit package to
finance Long Thanh airport (about USD 1 billion), in addition to other major projects such as
oil and gas, exploitation, transmission, and electricity in 2024. In the long term, VCB will also
increase the proportion of medium- and long-term loan to improve its profitability, the retail
segment playing an important role in this strategy.

-VCB 2024 business goals: asset growth reaches 8% YoY, mobilization growth 8% YoY, Non-
performing loan ratio (NPL) controlled below 1.5%. Regarding pre-tax profit in 2024, the
management shared that SBV approved VCB PBT at VND 42,000 billion (+4.8% YoY). VCB said
itis working on 6.5% private placement deal, expects to completed in 2024. VCB maintains the
policy of share dividend in 2024 at a rate of 38.79%.

- Business results for Q1/2024: total credit shrank at the rate of -0.3% Ytd, NIM remains stable
at 3.04%. Non-interest income decreased by 25.8% YoY, largely due to a decline in foreign
exchange trading segment and other income segment. Total operating income in Q1/2024
reached VND 17,280 billion (-6.7% YoY). Despite good effort to control operating costs, VCB's
credit risk provisioning expenses in Q1/2024, on the other hand, increased by more than
+55.2% YoY. VCB's Q1/2024 pre-tax profit reached VND 10,718 billion (-4.5% YoY), achieving
25.5% of the 2024 plan (the goal approved by the SBV)

Outlook for the rest of 2024

Key assumptions for VCB's 2024 business results: Credit growth reaches 11.9% YoY, NIM

around 3.1%, non-interest income increases 13.7% YoY, NPL ratio at 1.2%, CIR at 32%, Credit
risk cost/total credit is at 0.5%, EBT is 45,451 billion VND (+10.2% YoY).

Risk: (1) Lending interest rates continue to decrease and low credit growth, causing NIM to
continue to shrink. (2) Rapidly increasing NPL puts pressure on risk provision costs.

Year 2020 2021 2022 2023 2024F
Interest income (VNDbn) 36,285 42,273 53,246 53,621 60,606
Non-interest income (VNDbn) 12,778 14,357 14,836 14,103 16,034
Total operating income (VNDbn) 49,063 56,630 68,083 67,723 76,640
Provision and other expenses (VNDbn) (26,013) (29,144) (30,724) (26,480) (31,189
Profit before tax (VNDbn) 23,050 27,486 37,359 41,244 45,451
Credit growth (%) 13.99% 15.09% 18.86% 10.76% 11.90%
NIM (%) 2.92% 3.15% 3.40% 3.05% 3.10%
ROE (%) 21.08% 21.64% 24.19%% 21.57% 19.42%

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
appearances and 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 Q1/2023 Q1/2024 % yoy 2024F %yoy Note
Management said that the economy's
credit demand in Q1 2024 was still
relatively weak, especially the retail
loan book. However, VCB believes that
Q2/2024 credit will improve thanks to
disbursement for key national

Net Interest investment projects such as Long

Income (VNDbn) 14,203 14078 09% 60013 13.0% Thanh airport or Lot B project. We
expect VCB's credit in 2024 achieving a
growth rate of about 12%. The
corporate customer segment
continues to be the growth driver this
year. NIM in 2024 improves slightly to
3.1%.

VCB's fee income in the first months of
the year has not improved, while
. foreign exchange trading and other

Non-interest . . ,

Income (VNDbn) 4,314 3,202 -25.8% 16,034 13.7% mcome dec.reased,. reducing VCB's
non-interestincome in Q1/2024. VCB's
non-interest income in 2024 s
adjusted to VND 16,034 billion (+13.7%
YoY)

Total Operating

Income 18,517 17,280 -6.7% 76,047  13.2%

(VNDbn)

We conservatively assume that

Operating operating expenses will increase in

expenses 5274 5,054 -4.2% 24,506  10.0% line with the increase in total income.

(VNDbn) We assume CIR ratio in 2024 to remain
at 32%.

With VCB's outstanding debt group 5
at the end of Q1/2024 around VND
. 9,400 billion, we forecast that VCB's

Provision 2024 credit risk provision expense will

expenses 2,022 1,508 -25.4% 7,082 55.2% .

(VNDbn) |nc.rease sharply due to the need to
write-off bad debt from the balance
sheet and maintain the LLR ratio at an
appropriate level.

g;gtbi?fore Tax 11,221 10,718 -4.5% 44,451 10.2%

The target NPL ratio was approved by

Noh-performlng 0.85% 1.92% 1.9% the 2024 AGM to be controllgd below

ratio- NPL (%) 1.5%. We forecast that NPL ratio by the
end of 2024 could be around 1.2%.

In the context that total operating

Loan Loss income before provisions has not

Coverage Ratio - 320.8% 199.8% 187.7% improved as expected, we believe that

LLR (%)

VCB's LLR in 2024 may continue its
downward trend.
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Total Credit

2.5%
Growth - Ytd (%)
Customer
Deposit Growth -
Ytd (%)

3.5%

Net Interest
Margin - NIM
(TTM %)

3.38%
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Bank for Foreign Trade of Vietnam (VCB)

-0.3% 11.9%
-3.5% 9.0%
3.04% 3.10%

May 09%,2024

With interbank interest rates returning
to 4-5% (from 0-1% in 2023) and a pick
up in deposit interest rates. We
conservatively forecast that VCB's NIM
could only increase slightly in 2024.

Valuations and recommendations

Valuation

We use the residual income (Rl) method and the P/B valuation method with the proportions at 60%-40%

respectively.

The target price for the stock for 2024 is VND101,607.

1) In the short term, we use a target P/B of 3.0x (lower than VCB's 5-year average P/B). With BVPS forecast in
2024 at 36,837 VND, VCB's target price in 2024 is expected to be about 110,512 VND.

2) For the residual income method, the stock price in 2024 is estimated to be 95,670 VND.

Cost of Equity (%)

Cost of Equity (%) 9.2

Risk-free rate (%) 29

Equity risk premium (%) 9.00

Beta 0.70

RI Method
(Unit: VNDbn) 204F | 2025F 2026F 2027F 2028F |
Cost of equity 9.2 9.2 9.2 9.2 9.2
Cost of equity after 2028 9.2
Netincome 36,361 44457 46,568 54973 62319
Residual income (RI) 19,137 23471 21,3% 25128 27079
PVofRI 17915 20,120 16,795 18,065 17,827
Terminal value of RI (VNDbn) 410,694
Terminal growth (%) 2.00%
PV of terminal value (VNDbn) 270371
PV of RI (VNDbn) 90,721
Beginning equity (bn VND) 173614
Total value (on VND) 534,707
Total outstanding shares (bn) 56
Target price (VND) 95,670
Valuation Summary

Method Weight Target price (VND)
Residual income 60% 95,670
P/B target (3.0x) 40% 110,512
Target price (VND) 101,607

Source; Shinhan Securities Vietnam
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Business overview
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History

Established and known
as Bank for Foreign
Trade of Vietnam span
off from the Foreign
Exchange Bureau of the
State Rank nf Vietnam

v

Pioneering in piloting
equitization in
accordance with the
Government's policy,
succeeded in initial

v

Signing  a
shareholders
agreement with Mizuho
Corporate Bank Ltd.,

(Japan) ¢

strategic

Established a subsidiary
bank in Laos

v

— Pioneering in implementing
the  Policies of the
Government and the State
Bank of Vietnam

— Approved to establish a
banking branch in Australia

v

The bank participates in
the SBV's weak bank
restructuring program
The bank is in the
process of looking for
strategic investors

D LD EREDEDED ED IR LRI

T

Ho Chi

Officially ~ transforming
into state commercial on
bank

City

Subsidiaries

Officially listed

T

Launching a
brand identity

Minh

new

Vietcombank owns many subsidiaries operaitng in financial and non-financial services, including:

Commercial
banking

Vietcombank
Laos
100%

VVietcombank

J

?

Opening
Representative Office
in New York

The

Financial
services

Investment
banking

Other
Financial

Vietcombank
Securities
Limited
Company
(VCBS)
100%

Vietcombank
Fund
Management
(VCBF)
51%

Source: Company data, Shinhan Securities Vietnam

Vietcombank
Financial
Leasing
Company
(VCBL)

Vietnam
Finance
Company
Limited
(VINAFICO
HK)

Vietcombank
Money
Transfer
Company
87.5%

Vietcombank
Remittance
Company
(VCBR)
100%

r Non-
\ financial

Real Estate

Services

Vietcombank
Tower 198
Ltd
70%

Vietcombank
-Bonday-Ben
Thanh Joint
Venture Co.,
Ltd.
52%

Vietcombank
Bonday Co.,
Ltd.
16%

best-managed

bank during the COVID-
19 pandemic
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VCBimportant events

120,000 -
The real estate market
faces many difficulties
100,000 -
80,000 -

Becoming one of the first two bank
s to meet Basel Il standards

60,000 -
' Signing strategic shareholder cooperation a \

greement with Mizuho Corporate Bank Ltd.

!

The Land Law
(amended)
and the
Credit
Institutions
SBV reduces operating interest Law

rates. VCB is one of the (amended)
20,000 pioneering banks in reducing were passed
deposit interest rates

40,000 -

Source: Bloomberg, Company Data, Shinhan Securities Vietnam
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Bank for Foreign Trade of Vietnam (VCB)

Appendix: Financial statements

May 09%,2024

Balance sheet Financial indicators

Year (bn VND) 2020 2021 2022 2023 2024F Year 2020 2021 2022 2023 2024¢
Total assets 1,326,230 1,414,986 1,814,188 1,839,22 2,070,636 Growth (% YoY)
Cash and precious metals 15,095 18,012 18,349 14,505 15213 Loansto customers 14.30 1440 1918 10.94 12.0C
Balances with the SBV 33139 22507 92558 58105 60852  Deposits from customers 1117 1000 953 1224 9.0
PIacgmenFs vyith and loans to other 267970 225765 313592 335616 401723  Shareholders equity 1633 15.97 2646 2214 22.1€
%{iéj.lfg'gﬂ‘ﬁé;"s”s 1954 2766 1500 2495 2495  lowlassels ) 667 S 135 pe

) 303 157 ) ) Net interestincome 494 16.85 25.58 0.70 13.03
Derivatives and other financial assets Net non-interest income 14.56 1211 358 (4.95) 13.65
Loans and advances to customers 820545 934774 17120287 1390756 PPOP 1040 1855 1962 (219 1468
Debts purchase R _ _ T _ Net profit before tax (0.31) 18.82 36.44 1037 10.2C
Investmentsecurities 156931 170605 196171 145780 154605 Netprofitafter tax (029) 1877 3637 1048  100C
Longterm investments 2239 2346 2194 2225 2165  Profitability (%)
Fixed assets 8539 8,626 7,985 7,708 7,980 NIM 292 316 340 301 31
Investment properties - - - R R ROA 0.0 0.0 0.0 0.0 0.
Other assets 19817 28969 61397 31,114 34847 ROE 02 02 02 02 02
Total liabilities 1,232,135 1,305,555 1,676,200 1,864,749  Liquidity (%)
Due to Gov and Loans from SBV 4177 9468 67315 1671 1838  PurelDR 8137 &6z 9209 9102 9B
Deposits and Loans from other credit 103584 109,758 232511 213842 271218  Assetquality
institutions Leverage (x) 14.09 12.96 1315 1091 10.0€
Deposits from customers 1032114 1135324 1,243,468 1,39_5,69 1,521,307 NPL ratio (%) 062 064 0.68 0.98 120
periVatiYeS, Funds reCeiYed 'fro!'n Gov, 15 8 3 118 118 LLR ratio (%) 367.96 42436 316.86 23030 187.6¢
international and other institutions )
Convertible bonds/CDs and other 21240 17388 25338 19913 26882  Leverseftotal aedi(k) B SR 0B
Other abiliies 3os4  Es4 107564 9442 43z Credtcosstomdloans() N el

Credit costs/total credit (%) 1.26 129 0.89 037 049
Shareholder's equ|ty 94,095 109,186 137,988 168,543 205,838 Per share items (VND)
Capital 42,429 42,429 53130 6169 83376 £PS 2,981 5915 6322 5914 6,506%
Reserves 14,926 18173 18133 22562 28012 BPS 25370 29421 29158 30156 36,837*
Retained eamings 36,650 48,503 67500 85174 94373 PPOP/Share 8904 10,556 9,8% 819 9,309
Minority interest 85 87 88 94 126
Total libiliies and equity 1326230 1414986 1514158 183922 2070656 Source: Company data, Shinhan Securities Vietnam
* Calculated based on the number of outstanding shares at the time of the report
Income statement

Year (bn) 2020 2021 2022 2023 2024F
Interest and Similar Income 69,205 70,622 88,113 108122 105,042
Interest and Similar Expenses (32920) (28349) (34.866) (54501)  (44/435)
Net Interest Income 36,285 42,273 53246 53,621 60,606
Net Fee and Commission Income 6,607 7407 6839 5780 6,733
From foreign currency and gold 3,906 4375 5,768 5,660 6,733
From trading of trading securities 2 138 (115) 124 -
From disposal of investment securities - (85) 82 - -
Net Fee and Commission Income 1,800 2393 2054 2272 2,349
Dividends income 461 130 208 266 220
Total non-interest income 12776 14358 14836 14,103 16,034
Total operating income 49063 56630 68083 67,723 76,640
General and Admin expenses (16038)  (17,666)  (21,260) (21,915)  (24,106)
Operating Profit Before Provision 33,024 38,964 46,823 45809 52,534
(PPOP)
Provision for credit losses (9975) (11,478) (9464)  (4,565) (7,082)
Profit before tax 23,050 27,486 37,359 41,244 45,451
Corporate income tax @5s577) (5469  (7446) (8169)  (9,090)
Net profit after tax 18,473 22,017 29912 33,054 36,361
Attributable to parent company 18451 21,997 29892 33033 36,329

71 € Shinhan Securities
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Vietnam Technological and Commercial Joint Stock Bank (VCB VN)

Price performance Date Recommendation T;:’gice‘: Range of price (%)
380% - (VND) |Average | Max/Min
330% - 03/11/2022 (Initial BUY | 73844 97! 99788
280% report)

230% - 07/03/2023 (Update) HOLD | 80,111| 2502} 3.0/589
180% - 07/11/2023 (Update) BUY | 107530 40.02: 15/80.6
130% o 05/08/2024 (Update) HOLD [ 101,600 | 1801 4.0/363
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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
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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: VCB 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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