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The bottom has passed

Recommended HOLD, target price 25,010 VND
VIB is well known for its retail loan in Vietham, with main products include Mortgage, Car loan and Credit card

Reuters Code (VIB.HM)

loan. In 2019, VIB is the first commercial bank to complete all 3 pillars of Basel Il and VIB is also applying Basel
Il for managing liquidity more efficiently. Commonwealth Bank of Australia (CBA) has been the strategic
investor from 2010 of VIB and been playing the fundamental role in this bank development process. Also, VIB
leading commercial bank listed in terms of Return on Equity (ROE), around 24-30%. With the residual method
(RI) and the comparative method based on the P/B ratio (1.3x), we initialize target price for VIB in the next 12

months at VND25,010, upside potential at 10.5%.
Aims to be the leading retail bank in the market

VIB owned the largest retail loan share in its credit book, consist of around 85-90% of bank's total loan book.
VIB continues to implement the strategy of simplify and fasten its procedure to attract retail clients. The
majority of VIB's digital banking customers are between the ages of 25-45. Among them, the Gen Z customer
group is increasing and accounting for a large proportion. We expect the core business of VIB would start to
pickup in 2024 due to lower loan interest rate level and recovery of retail demand after difficult year of 2023.
Strictly follow the essential risk practice

VIB has long known for the pioneer for its transparency and keep implementing the comprehensive
standards for regulation, supervision and risk management. Regarding asset quality, debt group 2 and NPL
balance had 2 consecutive quarter trending down after peaked in Q2/2023. With conversion rate slowed
down across the bank industry, we expect the NPL ratio of VIB would be stabilized in 2024. VIB has over 91%
ofits outstanding loans collateralized. Additionally, 99.5% of its real estate secured assets constitute properties
with land use right certificates. Therefore, VIB could benefit from liquidating assets from its portfolio of non-
performing loans

Positive retail loan book growth in 2024

With robust business model center around retail banking, VIB would start to get back on track and expand its
core business in 2024. We expect VIB total credit growth of 2024 would start to see modest recovery, reaches
15%-16% YoY. With NIM stabilized around 4.5-4.7%, NIl of VIB would grow around 12.4% YoY. NPL ratio of VIB
is assumed to decrease around 3% by the end of 2024. With favored movement of NPL, we expect credit
expenses of VIB would slightly reduced around -5% YoY. CIR in 2024 is expected to be around 32%. Profit
before tax of VIB in 2024 therefore could be around VND 12,291 bn (+14.8% YoY).

Risks

1) Slow economic recovery leads to lower-than-forecast credit growth of VIB; 2) NPL grow faster than forecast
put more pressure on credit expense of the bank;

Year 2020 2021 2022 2023 2024F
Netinterest income (VNDbn) 8496 11,816 14963 17,361 19,516
Non-interest income (VNDbn) 2,719 3075 3,095 4,800 5117
Total operating income (VNDbn) 11,216 14,891 18,058 22,160 24,633
Provision and other expenses (VNDbn) (5413) (6,380) (7477) (11,457) (12343)
Profit before tax (VNDbn) 5,803 8,011 10,581 10,703 12,291
Credit growth (%) 29.52% 19.18% 14.54% 14.24% 15.96%
NIM (%) 409 433 454 4.62 455
ROE (%) 2957 30.33 29.75 24.26 2346

Source: Fiinpro, Company data, Shinhan Securities Vietnam
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investment dedision. Analysts employed by Shinhan Securities Vietnam Co,, Ltd. , or a non-US affiliate thereof, are not registered/qualified as research analysts
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Company background

Company history

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

Bank loan break down

Retail book loan by product at the end of Q4/2023 (%)
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Source: VIB

Shareholder structure of VIB

As reported in 2023, the largest investor of VIB is Commonwealth Bank of Australia (CBA),
owning 20.0%. CBA has presented from 2010, until now it still the strategic investor of the
bank. Dang Khac Vy, chaiman of management board, had 4.95% stakes of VIB. Family
member of Dang Khac Vy including his wife, mother and sister took approximately 9.5%
stakes. Do Xuan Hoang, a member of management board, and his father and children
possessed more than 7.5% of VIB's shares. In aggregate, BOD and affiliate owned nearly 29%
of VIB shares. Uniben (owned 4.72%) is said to have many connections with the family of
chairman Dang Khac Vy of VIB. Mr. Dang Khac Vy has invested and provided credit to Uniben
JSC many times during the development process of this enterprise.
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Subsidiaries of VIB Shareholder structure of VIB at the end of 2023 (%)

vIB'

100%

Commonwealth Bank of
Australia (CBA)

Board of directors and
46.26% affiliate

VIB Asset Management One Member Co., Ltd
Uniben JSC

= Others

4.72%

Source: VIB
Transformation plan 2017-2026
VIB's Digital Transformation Plan focused to growth its retail banking segment. The plan was
built on 3 pillars: digital banking, digitization, and data.
o Digital banking: VIB is committed to providing customers with a convenient, fast,
and secure online banking experience.
o Digitization: VIB is digitizing all of our internal processes to improve efficiency and
reduce costs.
e Data: VIB is using data analytics to better understand our customers' needs and
preferences.

Digital transformation plan of VIB

CAGR for 2017-2026 at
20-30% growth rate

Profit
before tax

Source: VIB
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Credit growth focused on the retail clients
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1. Retail loan portfolio is expected to recover in 2024 after a difficult year

During 2016-2018, VIB actively settled the State Bank and Asset Management Company of
Vietnamese credit institutions (VAMC) bonds. In this period, instead of focus on credit growth like
other banks, VIB prioritized to handling the settlement related to VAMC and maintain low
provisioning levels for bank book Non-performing loan (NPL). In 2018, VIB officially cleared
VND1,464 billion VAMC bonds outstanding in the year. Also in this year, VIB kickstarted its digitial
transformation plan 2017-2026

After completing the restructuring til the end of 2022, VIB enjoyed better-than-average credit
growth in the next 3 years from 2019-2021, at over 31.3%, 29.5% and 19.2% respectively. There
were two contrasting business conditions, in TH2022, VIB kept growing at over 9.7% before slowing
down in 2H2022 due to negative effect from real estate and harden economy conditions; VIB
finished the 2022 only grow its total credit at just around 14.5%.

Unfavorable macro economic environment in 2023 as the businesses found it harder to
generate positive cash flow. Low demand in both domestic and foreign import markets, along side
with dampen real estates activities had slow down the retail credit growth of VIB. High interest rate
in 1TH2023 also added pressure to local businesses. Higher cost of capital lead to unattractive loan
rate offered to VIB's retail clients which contributed approximately around 85-90% of total
customer loan portfolio. Total credit of VIB in 2023 only reached 14.24%, in which retail loan book
only increased around 9%.

Low interest rate could help the retail loan portfolio recover gradually in 2024

As consumer credit demand follows the economic cycles, GDP growth of Vietnam is expected to
reach around 6% in 2024. The early positive signs in manufacturing activities in the first 3 months
of 2024 continues to strengthen our view for a better business results for VIB. We forecast the total
credit of VIB could grow at the rate of 16.0% in 2024, retail credit could reach 17.3% YoY.

Credit growth and GDP growth from 2018-2023 (%)

300,000 35.0%
31.3%

250,000 29.5% 30.0%

25.0%

200,000

150,000 17.6% 14.5%
0,
= N 14.2% 15.0%

100,000
10.0%

50,000 5.0%

0.0%
2018 2019 2020 2021 2022 2023

mmmm Total credit of VIB (VNDbn) Credit growth of VIB (yoy)

Bank credit growth (yoy) @ DP growth (yoy)

Source: Fiinpro, Company data, Shinhan Securities Vietnam
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2. Main loan products: Mortgages, Auto loan, SME business loan and card loan

Averagely 85%-90% of VIB total loan book was from retail segment, in which over 50% came from
mortgages. Rely on mortgage product explained the customer loan structure of VIB, averagely 50-60%
were long-term loans. Other loan products of VIB included Auto loan, SMEs business and Credit card
loan.

Retail loan products breakdown 2019-2023 (%) Customer loan by duration (%)
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Source: Company data, Shinhan Securities Vietnam
a. Mortgage contributed the most to VIB retail loan book

+ Conservative approach for mortgage product

The home mortgage loan product of VIB targets the loan segment that already obtained
Household Certificates of Land Use Rights (LUR). Besides, VIB spared small percentage of
loan book for reputable and quality real estate developer. For risk management perspective,
VIB only accepted collateral assets that possessed sufficient legal documents, high value and

good liquidity.
Home loan in Vietnam from 2019-2023 (VND quadrillion) VIB home loan growth was also affected negatively in 2023 (VNDbn)
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Source: Fiinpro, Company data, Shinhan Securities Vietnam
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¢ Short-term challenges but positive outlook for mortgage product
Vietnam is currently in the golden population period, with 70% of its population being of
working age. This population structure is expected to remain stable until 2038. The average
age of Vietnamese people is around 34 years old, which is when they typically have a high
demand for housing to settle down. Due to the large working population and the tendency
to migrate to big cities for work, the Vietnamese family structure has become smaller and
more flexible, with a shift towards nuclear families. According to GSO, the average
Vietnamese family size decreased from 3.9 people/household in 2010 to 3.6
people/household. In addition, with positive outlook for Vietnam GDP growth in the next 5
years, average income per capita would increase accordingly. Given the high young
population, fragmented family structure and upward trend of disposable income, it is
expected that the demand for residential real estate will continue to increase in the near
future.
Vietnam real estate cycle over the years
Peak 1 Peak 2 Peak 3 Recovery Peak 4 Recovery
1993 1995 2000 2003 2005 2008 2013 2017 2020 2022 2024 2026
L
[ E— L -
Bottom 1 Bottom 2 Bottom 3 Slow down
Source: Shinhan Securities Vietnam
Forecasting the number of new and sold condos in Hanoi Forecasting the number of new and sold condos in HCMC
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¢ Loan interest rate trended down could push mortgage demand
Average loan interest rate of VIB also showed favorable trend recently. In comparison with
the beginning of 2023, average loan interest rate of VIB loan book has decreased around 4%,
staying around 10-12%. Lowering interest rate level is a necessary step to trigger the recovery.
In the first months of 2024, VIB launched a preferential loan package with interest rate of 8.5%

for appartment purchase loan to stimulate customer demand.

With all things considered, we forecast Mortgage loan of VIB could grow around 14% YoY in
2024 (higher than the growth rate of 7.3% in 2023)

b. Auto Loan
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VIB is one of the pioneer for this type of loan in Vietnam Automobile Market. According to
Vietnam Automobile Manufacturers Association (VAMA), at the end of 2023, VIB in top 3 auto
loan lender in terms of market share (approximately 12%). VIB mainly focused on serving
travel needs, focusing on loan to buy new cars through a large cooperative distribution
network with famous and reputable car brands. VIB has been able to established early
connections with automobile brands throughout Vietnam, thus create a competitive for VIB
to grow from 2018-2020.

Retail auto loan of VIB credit over the years (VNDbn)
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According to the statistics from International Organization of Motor Vehicle Manufacturers
(OICA), Vietnam has relatively lower car ownership per 1,000 people when compared to its
peers. Combined with, expanding average income of Vietnamese households trend, we
maintain positive outlook for this product line. We reckon that VIB has not been able to keep
its remarkable growth rate in the last 3 years, therefore we only forecast auto loan to grow
around 15% YoY, similar growth rate of the banking industry.
Projected average income of Vietnamese households (thousand households) Car ownership per 1,000 people at the end of 2022
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c. Retail business Loan (SMEs), Credit card loan and Corporate segment (CIB):

Other loan products are designed for small businesses, household businesses, small and
medium enterprises (SMEs) and corporate enterprises. In 2023, VIB released many new
products to attract new customers for this section:

+ My VIB Corp for enterprise: New App launched on Jan 09t 2023. The application aims to

€ Shinhan Securities
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help customers to manage cashflow more effectively along with convenient functions.
+ Implemented the Soft POS technology to its VIB Checkout application intended to help
SMEs, business households and individuals do business with smart financial management
and have more comprehensive payment solutions.
+VIB also cooperated with Lazada to release the new credit card named LazCard to boost e-
commerce purchase on Lazada platform.
+ VIB, for the first time, implemented AR technology and virtual financial advisor Vie to
support its customer and improve overall services.
+ VIB cooperated with American express to launch new credit card named Super Card.
For branding activities, as its target group is young customers, VIB accompanies the year's
largest outdoor music event in Vietnam - "The Masked Singer All", along with other smaller
events throughout the year.
Retail business loans and Credit cards 2019-2023 (VNDbn) Number of VIB bank cards grew positively
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Retail business loan: CAGR growth rate from 2020-2023 estimated around 35.1% and
around 8.1% YoY in 2023. Credit loan owned CAGR rate for the same period around 28.0%
and surged around 84.4% YoY in 2023 thanks to new credit cards launched during the year.

Corporate segment: also grew tremendously in 2023, approximately +64.9%. Corporate
segment consisted of around 10-15% of total customer loan book during the 2019-2023

period. For this segment, VIB focuses on lending to corporate clients with good business
results, leading in the private sector. For State-related companies: Viettel, EVN, VNPT...;

€ Shinhan Securities
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Private companies: Hoa Phat, Co op mart, Tiki,..., FDI: Gamuda, Phu My Hung,...

Credit card loan: Number of VIB cards continued to grow at high level in the last 4 years.
Combined with the non-cash payment trend in Vietnam, from 2020-2024, VIB recored a
CAGR rate of 52.4% in card spending. Growth rate of card spending in 2023 recorded at
28.6%, good grow level considers 2023 was a difficult year for retail customers.

Strategically, credit card continues to play important role for VIB retail banking
development. In its digital transformation plan for the period 2021-2026, VIB targets its
number of clients to reach 10 million by the end of 2026. Based on the number of 4.5
million by the end of 2022, it could translate to CAGR growth rate for this period to be over
22%. According to Future of Payment report conducted by MasterCard in 2023, Vietnam is
expected to be the leading country in terms of payment transaction volume in Southeast
Asia. By 2027, the total payment volume in the region is projected to increase by 86% to 54
trillion USD. Vietnam is forecast to have a remarkable growth rate of 152% to reach 21.5
trillion USD, making it the top performer in the region. Therefore, we believe VIB is on the
right track in its focus on retail banking, constantly innovation and integrated new feature
to promote its digital platform.

Interest income grew strongly in the last 5 years
Net interest income experienced healthy growth with high net interest margin (NIM)

VIB constantly improved its NIM over the year, by the end of 2023, NIM (TTM) of VIB was estimated
around 4.62%. This NIM level belonged to the top 4 of the banks listed on HOSE, along with MBB, VPB
and HDB. Thanks to high interbank funding, VIB has been able to control its average COF in 2023,
leading to higher NIM in comparison with 2022.

Net interest income in the last 5-year period, from 2018-2023, obtained CAGR rate of 29.18%.
Noticeably, despite unfavorable interest rate movement in 2023, VIB could still enjoyed 15.1% growth
rate. Itis likely that NIM of VIB could stay relatively in the range 4.5-4.7% in 2024; take into account for
credit growth around 15-16%, we expect net interest income of VIB could reach 12-13% growth in 2024.

NIM, Asset yield and COF of VIB (TTM) Net interest income over the years from 2019-2023 (VNDbn)
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Source: Company data, Fiiinpro, Shinhan Securities Vietham

1. Cost of fund (COF)

VIB utilized interbank channel to optimized its COF

We have seen significant change in VIB capital mobilization in recent years as VIB increased
its capital from interbank channel. In 2019, approximately 73.4% of VIB capital was
mobilized from customer deposits and around 16.3% from funds from other institutions
(interbank). By the end of 2023, these number changed to 60.9% and 31.6% respectively
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for customer deposits and interbank. Explanations for this shift could be seen from low
interest rate base in interbank market and relatively lower CASA ratio (around 13-15%).

Average COF in 2023 was estimated at around 5.4%, increased from 4,11% in 2022. With
customer deposit interest rate fell drastically from 5.5%-8.6% (the peak) to around 3.1-5.2%
(currently), we forecast the average COF of VIB could decreased sharply to around 4.25%

in 2024.
VIB deposit structure for 2019-2023 (VNDbn) VIB deposit structure heavily rely on interbank market (%)
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2. Asset yield of VIB
Earning asset of VIB during the period 2018-2023 grew at the CAGR rate of around 24.38%, with
around 70% was customer loan. In 2023, the retail loan demand was particularly low VIB had shifted
its excess capital to loan other institutions and purchase government bonds. At a result, customer
loan proportion of earning asset in 2023 fell to 66.15%, from 69.41% in 2022.
Earning asset growth over the year 2019-2023 (VNDbn) Earning asset structure (%)
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As the average COF rose remarkably by the end of 2022 and carried through the 1H2023, VIB had to
increased its overall asset yield to maintain its NIM. Asset yield increased from 8.69% in 2022 to 9.64%
in 2023. The increased of asset yield came mostly from the increased yield from VIB's customer loan.
However, thanks to COF lowered in 2H2023, average interest rate from customer loan book of VIB
dropped about more than 200bps. We expect the downtrend of average yield of VIB would continued
well in to 2024, decreased to around 8.44% by the end of 2024.
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Assetyield TTM 2019-2023 (%)
12.00%
9.64%
10.00% 8.78% o 8.69%
. 7.718%
8.00%
6.00% .
4.00%
2.00% .
0.00% —— | -
2019 2020 2021 2022 2023
mmm Asset yield - TTM (%) Yield from loans to customers - TTM (%)
Yield from interbank - TTM (%) Yield from debt securities - TTM (%)
Source: Company data, Fiinpro, Shinhan Securities Vietmam
Following strictly to SBV risk requirements
1.  Strictly followed SBV requirements and strict risk mangemeent balance out the worsen
in terms of asset quality
VIB was one of the bank pioneered to apply in both Basel Il and Basel Ill. In 2023, VIB selected
by the SBV to pilot AIRB Basel Il. VIB has also fully applied scorecards for retail lending
products. In 2024, VIB plans to deploy AIRB Basel llI, starting to pilot the system and testing
in the period of 2025-2026.
As could be seen from the table, VIB has been strictly followed SBV requirement in main risk
and liquidity ratios including CAR, Ratio of short-term capital for medium and long-term loans,
LDR, LCR and Liquid asset ratios.
Risk and liquidity ratios of VIB (%) CAR of VIB in comparison with other banks end of 2022
Risk ratios of VIB 2020 2021 | 2022 | 2023
Capital adequacy ratio 9
praacequacy 0% | 97% | 101% | 11.7% 1.7% 19.50%
(CAR)
13.50%
Requirement leve (>=)/ 8% 8% 8% 8% 8%
Ratio of short-term 11.50%
capital for medium 36% 34% 34% 32% 27% 9.50%
and long-term loans 7509 I I I
Requirement level (<=) 40% 40% 40% 37%->34% | 34%->30% '
Loan to Deposit (LDR - 550%
7% | T1% 76.6 71% 73%
cir41) 3.50%
Requirement level (<=) 80% 80% 80% 80% 80% 1 509
Liquidity Coverage
. 56% 74% 62% 68‘%) 58% '0-50% O OO0 Mmoo omMMomMOMmMaoMmOoMmaMmaM MMOO0na@OMa@oMaoaMom
Ratlo 52hS25258>2E2WgsR
Requirement level (>=) 50% 50% 50% 50% 50%
. . = (apital adequacy ratio at the end of December 2022
Liquid asset ratio 19% 18% 17% 18% 18%
Requirement level (>=) | 10% | 10% | 10% 10% 10% Minimum regulatory rate

Source: Company data, Fiinpro, Shinhan Securities Viemam

2. High value collateral and small exposure to real estate developers
With its main target on retail loan, VIB inherently has low concentrate risk. Within retail loan

book, 91% was secured loan. Regarding to its home loan portfolio, 99.5% collateral asset
are real estates with legal Household Certificates of Land Use Rights (LUR). For the whole
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Collateral asset of VIB over the years (%)
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bank book, at the end of Q4/2023, 15% of collateral assets was Vehicles and 66% was real
estates. VIB focuses mainly on granting loan to customers with the need to buy a house or
repair or renovate a house, VIB had a very low exposure to real estate developers and
constructions sector (only around 1.32% of total customer loan book). Loan-to-value (LTV)
of VIB by the end of 2023 was estimated around 46%, usually fluctuated around the range
40-45%.

Loan breaks down by industry end of 2023 (%)

Estate
agents and Construction, Trading
m M M consultants, 0.6% ) ‘
fifh 3% 3% 0.72% Agriculture and forestry
2% 17% 15%  Other Manufacturing
m Right to exploit property = Construction
Equipment = Eersonal and public
Sen\ll{/CeS housing, transportation
. ] are ,
61% A 66% Vehicles, transport loads and communicaion
mReal estate .Persopal and = Training and education
public services, 83%
=  Estate agents and
consultants
= Hotels and restaurants
2021 2022 Q42023

NPLs and credit expense of VIB over the years (VND bn)

9000
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7000
6000
5000
4000
3000
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1000

1.96%

1.74%

0.48% !0.55% .
! M B

2019

2020

mmm— NPLs (VNDbn)

Source: Fiinpro, Company data, Shinhan Securities Vietnam

3. Asset quality worsen in 2023 but is expected to gradually improving

Non-performing loan (NPLs) of Vietnam Banks listed on HOSE surged dramatically in 2023, averagely
around +39.40%. For VIB, NPL in 2023 grew at the rate of 47.3% YoV, higher than the average number.
This could be explained by the retail oriented loan book of VIB, the downturn of the economy would
generally affect more on retail customers than corporates. NPL ratio by the end of 2023 reached 3.14%,
the structured debt from Covid policy and follow Circular 02/TT-NHNN was around 0.34%.

Regarding to loan loss coverage ratio (LLR), VIB maintained LLR ratio around 50-60%, closely match with
the minimum level required by The state bank of Vietham. For that reason, upmove of NPLs instantly
put pressure on credit expenses of VIB. Credit cost/ Total credit of VIB increased from 0.55% at the end
of 2022 to 1.81% at the end of 2023. However, with the general recoveries of the economy, we expect
the NPLs ratio could be controlled at 3% in 2024; we also expect circular 02/TT-NHNN would be
extended in 2024.

Loan loss coverage ratio LLR ctia VIB (%)

5.00% 60.00% 59.11% 9000
. 58.00% 8000
3.14% 4.00% 55,007 53.89%, 7000
2.45% WU 7o 51.40% 6000
2.32% 3.00% 54.00%
232 '. b siog 5000
192 00% 5200%  50.69% 4000
. 0
0.78% 5% 50.00% 3000
1.00% 2000
- 48.00% 1000
0.00% 46.00% 0
2021 2022 2023 2019 2020 2021 2022 2023
NPL ratio (%) Credit cost/Total credit (%) mmm | 0an loss coverage ratio (%) NPL (VNDbn)

Source: Company data, Fiinpro, Shinhan Securities Vietnam
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Non-interest income maintain healthy growth thanks to cards and bancasurance
Non-interest income (NOI) comprised mostly from Net Fee Incomes (NFI)

NOI of VIB comprised roughly in the range 18-24% of Total operating income (TOI). With the exception
of 2023 as the negative effect on Bancasurance segment, NFI contributed around 90-100% of NOI.
CAGR for this business over 5 year period from 2018-2023 reached 30.67%.

Non-interest income (NOI) of VIB 2019-2023 (VNDbn)

CAGR rate of NOI 2018-2023:30.67%

5000 T 30.0%
23.8% 24.2% Ao
3000 .- 20.0%
| E— 15.0%
2000 —
10.0%
0 0.0%
2019 2020 2021 2022 2023
mmmmm Net Fee and Commission Income Net gain/(loss) from foreign currency and gold dealings
Net gain/(loss) from trading of trading securities Net gain/(loss) from disposal of investment securities
mmmmm Net Other income/(expenses) mmmmm Dividends income
NOITOI (%)

Source: Company data, Fiinpro, Shinhan Securities Viemam
Net Fee Incomes growth relied on Settlement fees and Insurance commission

Settlement fees with digitial transformation plan started around 2017 and the ongoing non-cash
payment trend in Vietnam grew speedily over the last 5 years. Settlement service grew at CAGR rate
from 2018-2023 around 47.7%. In 2024, VIB announed offcially to implementation of Temenos core
banking solution on collaboration, collaboration with Amazon Web Services and ITSS. This
implementation would set a strong foundation for further adoption and development of technology in
the future.

Exclusive Bancasurance partnership with Prudential Vietham officially signed in 2015 and was
extended to 2036. The partnership with Prudential is essential for VIB to offering comprensive financial
solutions for its customers. Upfront fees from the the deal would be recorded across 13 years of the contract.
CAGR growth rate of 2018-2023 of Bancasurance fees was around 29.7%. From the Ministry of Finance, in
2023 insurance penetration rate of Vietnam only around 2.6%, much lower than other developed market such
as USA, Korea, Singapore (around 8-12%). We expect bancasurance would stabilized in 2024 and grow strongly
in the upcoming time due to large potential of Vietnam insurrance market.
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Net fee income of VIB (VND billion)
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One of the bank with highest Return on Equity
1. Operating expenses

Operation cost: After strong investment, CIR of VIB enjoyed downward trend from 40-45% to around
30-35% during 2021-2023. We assume CIR of VIB would maintained around 30-35% in 2024.

Operating expenses and CIR (%)

ces CAGR 201%-

Operaf‘“g expen

100.0% 11,000 2023 100.0%
90.0% 10,000 90.0%
80.0% 9,000 80.0%

20.0% 2,000 20.0%
‘ 10.0% 1,000 10.0%
— 0.0% 0 0.0%
2022 2023 2019 2020 2021 2022 2023
mmmmm Operating expenses (VNDbn) CIR (%)
Growth (%)

Source: Company data, Fiiinpro, Shinhan Securities Vietnam

2.VIB possessed the one of best ROE in the listed banks on HOSE

For the period 2019-2022, VIB lead the listed banks on HOSE in term of ROE, VIB was able to maintained
its ROE around the range 27-30%. However, as the NPL picked up in 2023, provision expenses eroded
significantly the profit of VIB. ROE by the end of 2023 was estimated to be around 24%. We expect the
ROE of VIB would still under pressure in 2024, as VIB would need to write off bad debt in the previous
year. After writing off debt, VIB would enjoy income related to liquidating assets in the later years,
therefore we forecast the ROE of VIB would be back to above 25% in 2025-2026 period.
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Provision expenses of VIB 2019-2023 (VND billion)
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2024 business results and earnings estimates

Earning estimate

We forecast VIB's credit growth in 2024 at 16.0%. This forecast is based on the recoveries of retail loan
book. Customers' deposits increased around 14%, slightly lower than 2023 as the deposit interest rate
fell the low level of 2020-2021.

For interest rate level in 2024, we expect deposit interest rate would stay at low level at least in 1H2024
before slightly increase in 2H2024. In the analyst meeting session, management of VIB has adjusting
the interest rate pricing for significant of its loan book from under 1-3 months to 12 months. From our
understanding, this approach is intented to keep asset yield decreased slower, thus partly protect VIB's
NIM for 2024. We assume the NIM of VIB would slightly decreased to 4.55% in 2024. We forecast VIB's
NPL ratio for 2024 would be control at around 3%, decrease modestly from 2023. We expect VIB would
keep provision expenses in 2024 at high level (around VND 4,600 bn). After 1 year of strictly control its
operating expenses, we expect operating expenses would increase back in 2024 and the CIR for this
year would be around 31.4%.

For NOI, we expect the NFIs would recovered from low based in 2023. As dicussed in AGM 2024, VIB
expect to receive around VND 1,000-1,500 bn income from liquidiating collateral asset from NPL in
previous period. However, as interest rate of government bond yield was currently low, we do not
expect VIB could take significiant profit from trading investment securities in 2024. NOI in 2024 could
reach VND5,117 bn, slightly increased at 6.6% YoY.

Take into account of all above assumptions, we forecast the profit before tax of VIB of 2024 to be at
VND12,291 bn (+14.8% YoY).

Updated Q1/2024 business results from the AGM 2024

VIB said pre-tax profit in Q1/2024 is about 2,600 billion VND. The target of VND 12,000 billion in 2024
according to leaders is therefore feasible. Credit growth at the end of Q1/2024 reached about 1%, bad
debt increased slightly compared to 2023.

Indicators 2022 2023 YoY 2024F YoY

Total credit (including corporate bonds)

(VND bn) 233,774 267,071 +14.2% 309,686 +16.0%
Deposits from customers (VND bn) 173,565 200,124 +18.2% 269,698 +14.0%
NPL (%) 2.45 3.14 3.0

NIM (%) 4.54 4.62 4.55

Net interest income (VND bn) 14,963 17,361 +16.03% 19,516 +12.4%
Non interest income (VND bn) 3,095 4,800 +55.07% 5117 +6.6%
Total operating income (VND bn) 18,058 22,160 +22.71% 24,633 +11.2%
Provision expense (VND bn) (1,280) (4,847) (4,608)

Operating expense (VND bn) (6,197) (6,611) +6.7% (7,735) +17.0%
Net profit before tax (VND bn) 10,581 10,703 +1.11% 12,291 +14.83%
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Valuations and Recommendations

Initial valuation with HOLD recommendation, target price VND 25,010

Aprik 9", 2024

We have an initial valuation on Vietham International Commercial Joint Stock Bank (VIB) with a HOLD
recommendation and a target price of VND25,010, an upside potential of 10.5%.

Valuation method

We apply a combination of residual income (RI) and P/B valuation methods with the weights of 30%/70%,

respectively, to value VIB.

For the P/B method, we take a value less than 1 standard deviation from VIB's 5-year average P/B, which is at

1.3x.
Cost of Equity (%)
Cost of Equity (%) 14.0
Risk-free rate (%) 25
Equity risk premium (%) 9.00
Beta 1.28
RI Method
(Unit: VNDbn) 2024F | 2025F 2026F 2027F 2028F \
Cost of equity 14.0% 14.0% 14.0% 14.0% 14.0%
Cost of equity after 2028 14.0%
Netincome 9833 13189 15,724 17,292 19,033
Residual income (RI) 3957 6,012 6910 6,611 6,296
PV ofRI 3471 4,624 4,662 3911 3,267
Terminal value of RI (VNDbn) 62,708
Terminal growth (%) 2.00%
PV of terminal value (VNDbn 32540
PV of Rl (bn VND)) 19,935
Beginning equity (on VND) 37939
Size discount 20%
Total value (on VND) 72331
Total outstanding shares (bn) 254
Target price (VND) 28,513
Valuation Summary
Method Weight Price target (VND)
Residual income 30% 28513
P/Btarget(1.3x) 70% 23509
Target price (VND) 25,010

Source: Shinhan Securities Vietnam
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Source: Bloomberg, Company data, Shinhan Securities Vietnam
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Risks

Risks of economic slowdown/recession

VIB's credit growth in 2024 is lower than our forecast of 16% due to weak corporate and individual
borrowing needs.

The risk of bad debt increases

Although they do not hold corporate bonds and their loan portfolios are less exposed to real estate
investors, in the event that the real estate market recovers more slowly than expected, the negative
impact could spread to the rest of the industry.
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& Balance sheet  Financial indicators

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

Total assets 244676 309517 342799 409,881 461,336 Growth (% YoY)

Cash and precious metals 1422 1522 1618 1681 2,158 Loans to custormers 3121 18.87 1510 1483 16.00

Balances with the SBV 24,592 24,891 10,063 8,218 8,091 Deposits from customers 2288 1544 1530 1822 14.00

PIacement§ Wlth and loansto 4,369 27,985 51,900 68,198 70,457 Shareholders’ equity 3384 35.15 3442 16.20 2092

other creditinsfitutions Total assets 25 2650 1075 1957 1255

Trading securites ' - ; : ) © Netinterestincome 3674 3908 2663 1603 1241

Esesz\t/sanves and other financial 24 - 21 157 157 Net nordnterestincome 4026 1307 067 5507 662

Loans and advances to 167,772 199,116 228879 262074 303,620 PPOP Bl 4234 ZVE 3110 e

Debis purchase 249 159 108 16 16 Net profit before tax 4215 38.05 3208 115 14.83

Investment securities 4372 a7 40279 eoges  eron  Netprofitaftertax PR L T

Long-term investments 74 70 69 69 gg Profitability (%)

Fived assefs 207 604 700 756 875 NIM 409 433 454 462 455

Investment properties X 3 3 3 3 ROA 218 227 248 224 226

Other assefs 4306 10431 9165 2720 8878 ROE 2957 3033 2975 2426 2346

Total liabilities 206702 285226 310148 371,942 415461 Liquidity (%)

Due to Gov and Loans from : - - - - LDR 11275 11610 11590 11258 11456

Depositsand Loansfromother 42488 64456 71166 98640 99600  Loans/Deposits

Deposits from customers 150349 173565 200124 236577 260698  Assetquality

Other borrowed and entrusted 10 73 8 7 7 leverage) (SC 1274 OS] 1080 EEIoe

fund NPL ratio (%) 1.74 232 245 314 3.00

Convertible bonds/CDs and 28559 42208 3L775 23897 31,066 LLR ratio (%) 59.11 5140 5389 51.00 71.15

oottr;;rrxllia;l;iiespapers e 5,206 4834 7075 12821 15000 Reverseftotalcreit (%) 2 e - o s
’ ’ ! ’ ' Credit costs/total credit (%) 055 078 0.55 1.81 149

Shareholder's equity 17974 24291 32651 37939 45875 Per shareitems (VND)

Capital 16799 21,887 27291 34046 34046 &S 4185 4127 4018 3375 3876

Reserves 1253 1787 23k 3470 45 oo 16202 15640 15492 14955 18084

Retained earnings 5,626 6,971 9,055 9,099 15,560

Minority interest - - - - - ) -

Total IiZbiIities andequity 2AT6 517 M2790 409881 461336 Source: Company data, Shinhan Securities Vietnam

® Income statement

Year (bn) 2020 2021 2022 2023 2024F
Interest and Similar Income 17,437 20975 27509 35568 35,659
Interest and Similar Expenses (8941) (9159) (12547) (18207)  (16,144)
Net Interest Income 8,496 11,816 14,963 17,361 19,516
Net Fee and Commission Income 2,389 2,742 3188 3327 3912
From foreign currency and gold 21 @87 (275) 548 144
From trading of trading securities - - - - -
From disposal of investment 25 197 (176) 130 -
Net other income 283 21 355 792 1062
Dividends income 2 2 3 3 -
Total non-interest income 2,719 3,075 3,095 4,800 5117
Total operatingincome 11,216 14,891 18,058 22,160 24,633
General and Admin expenses (4465  (5282)  (6197) (6611  (7.735)
Operating Profit Before Provision 6,751 9609 11861 15550 16,899
(PPOP)

Provision for credit losses (948) (1,598) (1,280) (4,847) (4,608)
Profit before tax 5,803 8,011 10,581 10,703 12,291
Corporate income tax (1,161) (1,601) (2112) (2141) (2/458)
Net profit after tax 4,642 6,410 8,469 8,562 9,833
Attributable to parent company 4642 6410 8469 8562 9,833
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Vietnam International Commercial JSB (VIB VN)
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‘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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¢ 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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Shinhan Securities Co., Ltd
Shinhan Investment Tower

70, Youido-dong, Yongdungpo-gu,
Seoul, Korea 150-712

Tel : (82-2) 3772-2700, 2702

Fax: (82-2) 6671-7573

NEW YORK

Shinhan Investment America Inc.

1325 Avenue of the Americas Suite 702,
New York, NY 10019

Tel : (1-212) 397-4000
Fax:(1-212)397-0032

Hong Kong

Shinhan Investment Asia Ltd.
Unit 7705 A, Level 77
International Commerce Centre
1 Austin Road West

Kowloon, Hong Kong

Tel : (852) 3713-5333

Fax:(852) 3713-5300

Indonesia

PT Shinhan Sekuritas Indonesia

30th Floor, IFC 2, JI. Jend. Sudirman Kav.
22-23, Jakarta, Indonesia

Tel : (62-21) 5140-1133

Fax:(62-21) 5140-1599
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Shanghai

Shinhan Investment Corp.

Shanghai Representative Office

Room 104, Huaneng Union Mansion N0.958,
Luijiazui Ring Road, PuDong, Shanghai, China
Tel : (86-21) 6888-9135/6

Fax : (86-21) 6888-9139

Ho Chi Minh

Shinhan Securities Vietnam Co., Ltd.

22nd Floor, Centec Tower, 72-74 Nguyen Thi Minh Khai Street,
District 3, Ho Chi Minh City, Vietnam

Tel : (84-8) 6299-8000

Fax : (84-8) 6299-4232

Ha Noi

Shinhan Securities Vietnam Co., Ltd.

Hanoi Branch

2nd Floor, Leadvisors Building, No. 41A Ly Thai To,
Ly Thai To Ward, Hoan Kiem District, Hanoi, Vietnam.
Tel : (84-8) 6299-8000
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