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Sacombank (STB VN)

Net interest income boosted earnings

STB reported 1Q23 PATMI of VND1.9 tn (+8% QoQ/+49% YoY),
fulfilling 25% of the bank’s full-year target and 38% of our forecast.
The YoY strong increase was driven primarily by high net interest
income.

Details
Loans increased by 2.2% QoQ/8.6% YoY to reach VND448 tn in 1Q23.

1Q23 net interest income was VND5.8 tn (-3% QoQ/+113% YoY). STB
fully provisioned for total restructured accrued interest assets (which
were VND22 tn or ~3.6% of total assets) in 2022. We estimate 1Q23
annualized NIM on total assets of 3.93% (-25bps QoQ/+1.9ppt YoY).

1Q23 net fee income was VND658 bn (-26% QoQ/-57% YoY), which
we think is due to lower banca sales, in line with the sector trend.

1Q23 opex was VND3.4 tn (+29% QoQ/+21% YoY). Adj. CIR was 51%
in 1Q23 (+14ppt QoQ/-11ppt YoY), based on our calculations.

A mixed impact of provisioning. Provisioning declined by -70% QoQ
but jumped by +42% YoY to reach VND1 tn in 1Q23.

Recoveries are near the end of the road. Net other income (mainly NPL
recoveries) was only VND29 bn (-95% on both QoQ and YoY) in 1Q23.
NPL recoveries have been a feature of STB’s earnings in recent years,
but this is trending down as the legacy restructuring nears completion.

NPL ratio increased to 1.19% (+21bps QoQ/ but -9bps YoY) in 1Q23.
Aggregate NPLs increased by +24% QoQ/+1% YoY to reach VND5.3 tn.
Notably, category 3 NPLs jumped by 143% QoQ/+327% YoY. LLR ratio
fell to 104% (-27ppt QoQ/-30ppt YoY).

CASA ratio dropped to 17.4% as at 1Q23 (-1.8ppt QoQ/-5.6ppt YoY).

Our view

Restructuring story: the end is in sight. We estimate STB’s total net
NPA ratio decreased to 1.9% as at 1Q23 (-50bps QoQ/-2.8ppt YoY).

But keep an eye on rising NPLs. Rising NPL ratios are a concern as these
are not legacy assets. This also resulted in the reduced LLR ratio in
1Q23. Although we expect Circular 02/2023/TT-NHNN to alleviate
provisioning pressure and reduce report NPLs, underlying asset quality
deterioration will be a more important factor for investors to consider.

STB trades at 1.0x 2023E P/B vs. the sector median of 1.1x. We
maintain our BUY recommendation.
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