
ADBI Discussion Paper 105  Vo Tri Thanh and Pham Chi Quang 
 

 9

credit business of Viet Nam’s banking industry reflects fundamental changes in client 
appraisal based on normal market practices. 

Table 6: Total Credits and Deposits  
(VND trillion unless indicated otherwise) 

 1996 1999 2000 2001 2002 2003 2004 2005 2006 2007 
Broad M. (M2) 64.7 160.4 222.9 279.8 329.0 411.2 532.3 690.7 922.7 1,282.6
 % change 22.7 56.6 39.0 25.5 17.6 24.9 29.5 29.7 33.6 39.0
 % GDP 23.8 40.1 50.5 58.1 61.4 67.0 74.4 82.4 94.8 112.1
Credit to economy 50.9 112.7 155.7 189.1 231.1 296.7 420.0 553.1 693.8 943.6
  SOE share (%) 52.7 48.2 44.9 42.1 38.7 35.5 34.0 32.8 31.4 31.5
  Others share (%) 47.3 51.8 55.1 57.9 61.3 64.5 66.0 67.2 68.6 68.5
 % change 20.1 55.0 38.2 21.5 22.2 28.4 41.6 31.7 25.4 36.0
 % GDP 18.7 28.2 35.3 39.3 43.1 48.4 58.7 66.0 71.2 82.5

Source: IMF (2006, 2007); Credit figures in 2007 have been adjusted by the latest SVB estimates. 

In recent years, the banking industry has significantly developed its financial strength by 
cleaning up banks’ balance sheets and increasing capital through issuing new stocks as 
well as increasing financial reserves. As a result, the financial position of banks has been 
improved significantly in terms of capital adequacy and non-performing loans (NPLs) 
(Figures 1 through 4). For example, the NPLs of the SOCBs were reduced from 13% in 
2000 to about 3% in 2006.5 

Figure 1: Equity/Total Assets of 4 
SOCBs 

Figure 2: CAR of SOCBs Compared to 
JSCBs and Other Countries (%) 
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Source: Pham et al (2007). Source: Pham et al (2007). 

  

                                                 
 
5 There are, however, some problems with the officially announced NPLs. Some suggest that the figures for 

NPLs would be 3 times higher if the estimates are based on rigorous international accounting standards. 
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Figure 3: Capital Adequacy Ratio Figure 4: Gross NPL Ratio 
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Source: Company audited financials and reports 
(where available), newswires (as of 31 December 
2006). 

Source: Company audited financials and reports 
(where available), newswires (as of 31 December 
2006). 

Banks’ profitability is uneven relative to asset size. The incumbent SOCBs have relatively 
high provisioning expense levels, reflecting a legacy of loans to the SOEs, whereas the 
newer JSCBs have lower provisioning expenses. As a result, profitability measured by 
ROE (Figure 5) and ROA (Figure 6) of SOCBs tends to be lower than that of JSCBs (with 
the exception of VietcomBank). 

Figure 5: Return on Average Assets Figure 6: Return on Average Equity 
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Source: Company audited financials and reports 
(where available), newswires (as of 31 December 
2006). 

Source: Company audited financials and reports 
(where available), newswires (as of 31 December 
2006). 

The differences in profit between SOCBs and JSCBs are also clearly explained by the 
structure of the assets of those banks as described in Figure 7. The asset structures 
show that the outstanding debt/total assets ratio in JSCBs (54.35%) is much lower than 
that of the SOCBs (62.81%), except again the unique case of VietcomBank (44.24%). 
This indicates JSCBs’ lower riskiness in term of asset allocation, and hence, JSCBs have 
more chance to increase profitability by increasing asset allocation for credit. The 
outstanding debt/total assets ratio of JSCBs is slightly higher than the average ratio of 
ASEAN banks (51.91%) and lower than that of OECD banks (56.48%). 




