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SBV eases policy again 

On Sep 30, the SBV announced another rate cut effective from Oct 1. 

This is the fourth policy rate cut in 2020. Previously, the State Bank 

of Vietnam (SBV) slashed the policy rates on May 12. 

Specifically, SBV Decision 1728/QD-NHNN reduces 1) the refinancing 

rate (-50bps to 4.0%/year), 2) rediscount rate (-50bps to 2.5%/year), 

3) overnight rate for interbank electronic payments and lending to 

compensate for capital shortages in clearing payments (-50bps to 

5.0%/year), and 4) offering rate for valuable papers in the SBV’s open 

market operations (-50bps to 2.5%/year).  

In addition, SBV issued Decision 1729 and 1730/QD-NHNN to reduce 

deposit and loan rates. Rates for demand and term deposits of less 

than 1 month remain unchanged at 0.2%/year, term deposits of 1-

to-less than 6 months are capped at 4.0% (-25bps), and short term 

loans for priority sectors are capped at 4.5%/year (-50bps). 

Our Take  

We believe the main purpose of the SBV’s continued easing is to 

continue supporting financial system liquidity. Further reducing 

policy rates will help banks reduce short-term funding costs, which 

will allow banks to have more room to cut short-term loan rates, 

extend loan repayments, and restructure debts for borrowers.  

This rate cut will also help boost credit growth. Credit growth has 

been slow YTD due to reduced risk appetites among the banks  and 

and low credit demand. However, Vietnam has bascially controlled the 

pandemic, and business activities are trending back toward normalcy. 

Depending on the pandemic situation in major export markets, we 

expect capital demand to recover, albeit slowly, in 4Q20.  

The initial credit growth target of 14% is out of reach, but credit 

growth of 9-10% is achievable this year, in our view. Credit growth in 

the first 9 months of 2020 (as at Sep 22) was only 5.12% YTD, 

compared to 8.64% in 9M19. The rate cut should be a strong catalyst 

for boosting credit growth. 

Room for further rate cuts? Inflation is not a major concern, but it is 

near the full-year target of 4.00% (CPI in 9M20 was 3.85%). Thus, we 

believe that another rate cut is not likely to happen in 2020.  

For stock picks, we reiterate our focus on quality banks. We believe 

that VCB is still the best quality bank in Vietnam with highest LLR 

ratio, which reflects its prudent approach to manage asset quality 

given the current dismal macro outlook. Our HOLD-Underpeform call 

on VCB is purely due to its high valuation. MBB (BUY) and ACB (BUY) 

are other quality names in our coverage with attractive valuations.  
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Appendix A: Important Disclosures 

Analyst Certification 

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to 

each security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal 

views about those securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related 

to the specific recommendations or views expressed by that research analyst in the research report. 

 

 
Ratings Definitions 

BUY: We have a positive outlook on the stock based on our expected absolute or relative return over the investment period. Our 

thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.  We recommend 

investors add to their position. 

HOLD-Outperform: In our view, the stock’s fundamentals are relatively more attractive than peers at the current price. Our thesis is 

based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.  

HOLD-Underperform: In our view, the stock’s fundamentals are relatively less attractive than peers at the current price.  Our thesis 

is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.  

SELL: We have a negative outlook on the stock based on our expected absolute or relative return over the investment period. Our 

thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.  We recommend 

investors reduce their position. 

Under Review: We actively follow the company, although our estimates, rating and target price are under review. 

Restricted: The rating and target price have been suspended temporarily to comply with applicable regulations and/or Yuanta policies. 

 

Note: Yuanta research coverage with a Target Price is based on an investment period of 12 months.  Greater China Discovery Series 

coverage does not have a formal 12 month Target Price and the recommendation is based on an investment period specified by the 

analyst in the report. 

 

Global Disclaimer 
© 2020 Yuanta. All rights reserved. The information in this report has been compiled from sources we believe to be reliable, but we 

do not hold ourselves responsible for its completeness or accuracy. It is not an offer to sell or solicitation of an offer to buy any 

securities. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change 

without notice.  

 

This report provides general information only. Neither the information nor any opinion expressed herein constitutes an offer or 

invitation to make an offer to buy or sell securities or other investments. This material is prepared for general circulation to clients 

and is not intended to provide tailored investment advice and does not take into account the individual financial situation and 

objectives of any specific person who may receive this report. Investors should seek financial advice regarding the appropriateness 

of investing in any securities, investments or investment strategies discussed or recommended in this report. The information 

contained in this report has been compiled from sources believed to be reliable but no representation or warranty, express or implied, 

is made as to its accuracy, completeness or correctness. This report is not (and should not be construed as) a solicitation to act as 

securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on such business in 

that jurisdiction.  

 

Yuanta research is distributed in the United States only to Major U.S. Institutional Investors (as defined in Rule 15a-6 under the 

Securities Exchange Act of 1934, as amended and SEC staff interpretations thereof).  All transactions by a US person in the securities 

mentioned in this report must be effected through a registered broker-dealer under Section 15 of the Securities Exchange Act of 

1934, as amended. Yuanta research is distributed in Taiwan by Yuanta Securities Investment Consulting. Yuanta research is 

distributed in Hong Kong by Yuanta Securities (Hong Kong) Co. Limited, which is licensed in Hong Kong by the Securities and Futures 

Commission for regulated activities, including Type 4 regulated activity (advising on securities). In Hong Kong, this research report 

may not be redistributed, retransmitted or disclosed, in whole or in part or and any form or manner, without the express written 

consent of Yuanta Securities (Hong Kong) Co. Limited.  
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