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Vietnam 
 

Bao Viet Holdings (BVH) 
HSBC Deal: Short-term Pop, Long-term Drop 

 
HSBC wants to sell its 18% stake in BVH at a 40% premium. HSBC 
bought 18% of insurance market leader BVH over 2007–2009 for 
$360m. The stake was worth $250m at the beginning of last week; 
however, HSBC wants to sell its shares and recoup the $360m it 
originally paid. The market took that news last week to mean that HSBC 
has buyers willing to pay a 40% premium, or about 3.6x P/B, which 
caused the BVH stock price to increase 11% last week. We do not 
expect this euphoria to last and we consider PVI, which is trading at 
around 0.7x P/B  a more attractive insurance stock. 

Sumitomo Life is the most interested buyer. The Japanese business 
press confirmed that Sumitomo Life is the most interested potential 
buyer of HSBC’s BVH shares. Japanese companies are well-known for 
their tendency to pay premium prices in acquisitions, which contributed 
to the short-term euphoria surrounding the BVH share price, but we 
would point out that Japanese corporates have only paid moderate 
price premiums for Vietnamese companies recently. Mizuho paid a 24% 
premium for its VCB stake in 2011 and SMBC paid a 9% discount for its 
EIB stake in 2009 (the bank was unlisted at the time).   

Vietnam’s insurance industry — good underwriting, bad investing. 
The underwriting side of Vietnam’s insurance businesses is growing 
rapidly (15%/yr for life, 20%/yr for non-life), but the investment side of 
most firms is cause for concern. BVH’s premium revenues are split 
roughly 50:50 between life and non-life and revenue growth is healthy, 
but the company’s annual investment returns have hovered around 5% 
in recent years. 

Negative long-term impact on BVH. HSBC’s plans to divest its BVH 
stake are part of its moves to exit its non-core businesses around the 
world. The company recently sold its insurance businesses in HK, 
Singapore, Argentina, and Mexico. HSBC’s 20% stake in Techcombank 
led to a significant boost to that bank’s performance.  The hope was 
that HSBC would have a similar impact on BVH. We would expect 
Sumitomo to be a more passive owner compared to HSBC, although 
there would certainly be some advantages to being owned by an 
insurance company rather than a bank.  

Bao Viet Holdings– Summary Earnings Table 
FYE 31 Dec (VND b) FY08 FY09 FY10 FY11 
Revenue 8,114 7,393 8,245 9,371 
EBITDA n/a 1,024 1,191 976 
Recurring Net Profit 529 892 983 1,201 
Recurring Basic EPS (VND) 985 1,462 1,481 1,768 
EPS growth (%) n/a 48.4 1.2 19.3 
DPS (VND) n/a 1,100 1,200 1,200 
     PER 48.6 32.8 32.3 27.1 
EV/EBITDA (x) n/a 21.4 16.2 22.2 
Div Yield (%) n/a 2.3 2.5 2.5 
P/BV(x) 3.9 3.8 3.0 2.8 
     Net Gearing (%) 63 63 60 60 
ROE (%) 8.1 11.7 9.9 10.8 
ROA (%) 2.2 2.6 2.4 2.7 
Consensus Net Profit (VND b)     
Source: Maybank IB 
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Stock Information 
Description:  Vietnam’s leading insurance 
company with a 30% share of the country’s life 
insurance premium revenues and a 25% share of 
its non-life premium revenues. 
 
 
Ticker: BVH VN 
Shares Issued (m): 680 
Market Cap (US$ m): 1,581 
3-mth Avg Daily Vol. (US$ m): 0.6 
VN Index: 421.99 
Free float (%): 5 
 
Major Shareholders: 
Ministry of Finance                         43.4
HSBC Insurance Asia                           8.1
State Capital                           2.2
 
 
Key Indicators 

ROE – annualised (%) 11 
Net cash (VND b): 4,617 
NTA/shr (VND): 10,881 
Interest cover (x): 3.3 
 

 
 

Historical Chart 
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Performance: 
52-week High/Low                VND86,000 / VND36,300 
 
 1-mth 3-mth 6-mth 1-yr YTD 
Absolute(%) 0.6 (31.3) (2.4) (29.3) 19.0 
Relative(%) 1.6 (24.4) (13.9) (31.6) (1.1) 
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Bao Viet is Vietnam’s Premier Insurance Company 

BVH was founded in 1964, and the Ministry of Finance still owns 70% 
of the company.  BVH has 130 branches nationwide and has historically 
been focused on life insurance, but premium revenues are now roughly 
split 50:50 between life and non-life.  The company has about 30% 
market share of Vietnam’s life insurance market and about 25% of the 
non-life market. 

In early 2011 BVH made up 13% of the VN-Index, prompting 
aggressive buying of the share by the two popular ETF’s from Deutche 
bank and Market Vectors.  This pushed valuation up to 4x book value 
but valuation has now drifted back down to under 3x P/B.  BVH’s share 
price lagged the VN-Index 10% YTD, up to the beginning of last week 
(before the HSBC news surfaced) due to weak ETF inflows in 2012 
(because of the to the on-going market correction), due to the high 
valuation of BVH and due to the introduction or increased weighting of 
other stocks in the ETF’s.  

Bao Viet’s investment returns in recent years have been just over 5%, 
despite bond yields of well over 10%.  Fixed income makes up about 
55% of the firm’s investment portfolio while “strategic investments” have 
made up as much as 40% of the company’s investments in recent 
years, with the reminder of premium revenues invested in listed equity.  
The company also owns 51% of Bao Viet Bank (15% of total assets and 
circa 30% of after tax profits), and 60% of Bao Viet Securities (2% of 
total assets). 

 

 

PVI is our preferred insurance stock pick 
 
PetroVietnam Insurance holds a 25% market share of Vietnam’s non-
life insurance market.  The company is primarily focused on oil & gas 
insurance but is pushing into other non-life businesses such as health, 
motor, etc.  The company also recently set up a joint venture with 
Canada’s Sun Life and it plans to increase its capital from $100m to 
$220m in 2012 in order to expand its insurance businesses. 

Talanx, the third largest insurance company in Germany, bought 25% 
of PVI in August 2011 at a 100% premium to the then prevailing stock 
price.  In our discussions with Talanx’s management they indicated that 
they believed the purchase price was at a 1.3x book value based on 
their own due diligence (the accounting numbers indicated a much 
higher book value).  The Oman Investment (sovereign wealth fund) 
purchased 10% of PVI 2010 and we expect that a good proportion of 
the $120m of new capital PVI wants to raise will come from Talanx and 
Oman Investment. 

Vietnam’s government inspectorate (corruption fighting agency) 
criticized PVI for achieving annual investment returns under 3% for the 
last five years, which the company disputes.  We estimate that the 
company’s ROE would increase from about 10% to 20% were it make 
moderate improvements to the investment side of the business.   

It’s not clear what impact the foreign investors will have on revamping 
the company’s investment activities.  Previous attempts by a powerful 
local investment fund, “Red River” were not successful.  Our hope is 
that Talanx will have more success in restructuring PVI because it can 
add more value with its extensive expertise in the insurance business. 
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Vietnam Insurance Industry Overview 

 High growth and potential future growth for both the life and 
nonlife segments: 
 

o Life premiums are growing about 15% a year, non-life 
premiums 20% a year.  Life premiums per capita are 
about $10 versus $80 in Thailand and $140 in 
Malaysia.  The non-life business is primarily industrial 
insurance but health and motor are growing rapidly. 
 

o Historically Vietnamese have relied on “friends and 
family” as a safety net but this cultural trait is changing 
and uptake of traditional insurance products is growing 
rapidly. 
 

 The life business is dominated by 11 foreign firms, especially 
Prudential (40% market share) and Manulife (11% share).  BVH 
(30% share) is the only local life insurance company and 9 
other foreign firms such as AIA, ACE, Daiichi Life, Korea Life, 
etc. 
 

 Foreigners are also actively investing in and partnering with 
local firms, including: HSBC-BVH, Talanx-PVI, AXA-BMI 
(focused on motor insurance), Swiss Re – VNR (Vina 
Reinsurance), Insurance Australia Group – AAA Assurance 
Corp. 
 

 Vietnamese (and foreign) firms Underwriting businesses are 
relatively sound and growing quickly, although there are some 
concerns about pricing based on political considerations rather 
than risk (for local firms). 
 

 The Investment side of Vietnamese insurance companies is a 
serious concern for all of the local firms.  Investment returns 
have been very poor across-the-board, calling into question the 
internal compliance procedures of those firms (for example, 
40% of BVH’s investment portfolio is comprised of “strategic 
investments”). 
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 APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES 

 
DISCLAIMERS 
This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an 
offer to sell or a solicitation of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that 
each security’s price or value may rise or fall. Opinions or recommendations contained herein are in form of technical ratings and fundamental ratings. 
Technical ratings may differ from fundamental ratings as technical valuations apply different methodologies and are purely based on price and volume-related 
information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns may be less than the original sum 
invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does not 
take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors 
should therefore seek financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or 
recommended in this report. 
The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank 
Investment Bank Berhad, its subsidiary and affiliates (collectively, “MKE”) and consequently no representation is made as to the accuracy or completeness of 
this report by MKE and it should not be relied upon as such. Accordingly, MKE and its officers, directors, associates, connected parties and/or employees 
(collectively, “Representatives”) shall not be liable for any direct, indirect or consequential losses or damages that may arise from the use or reliance of this 
report. Any information, opinions or recommendations contained herein are subject to change at any time, without prior notice. 

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, 
“intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be 
achieved and other similar expressions. Such forward looking statements are based on assumptions made and information currently available to us and are 
subject to certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward looking statements. 
Readers are cautioned not to place undue relevance on these forward-looking statements. MKE expressly disclaims any obligation to update or revise any such 
forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence of unanticipated 
events.  

MKE and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from 
time to time participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business 
from such issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments 
related thereto.  In addition, it may make markets in the securities mentioned in the material presented in this report.  MKE may, to the extent permitted by law, 
act upon or use the information presented herein, or the research or analysis on which they are based, before the material is published.  One or more directors, 
officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report.  

This report is prepared for the use of MKE’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in 
whole or in part in any form or manner without the prior express written consent of MKE and MKE and its Representatives accepts no liability whatsoever for the 
actions of third parties in this respect.  

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or 
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such 
circumstances as may be permitted by applicable law. The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of 
investors. Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply based on geographical 
location of the person or entity receiving this report. 

Malaysia  
Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental 
ratings as technical valuations apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia 
Securities Berhad in the equity analysis. 
Singapore 

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank 
KERPL”) in Singapore has no obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact 
Maybank KERPL in Singapore in respect of any matters arising from, or in connection with, this report. If the recipient of this report is not an accredited investor, 
expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), Maybank KERPL shall be legally liable for the 
contents of this report, with such liability being limited to the extent (if any) as permitted by law.  
Thailand 
The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the 
Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand 
and the market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the 
perspective of a third party. It is not an evaluation of operation and is not based on inside information.The survey result is as of the date appearing in the 
Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. Maybank Kim Eng Securities (Thailand) 
Public Company Limited (“MBKET”) does not confirm nor certify the accuracy of such survey result. 

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of MBKET. 
MBKET accepts no liability whatsoever for the actions of third parties in this respect. 

US 

This research report prepared by MKE is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the 
Securities Exchange Act of 1934, as amended) only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), a broker-dealer registered in the US 
(registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the distribution of this report by Maybank KESUSA in 
the US shall be borne by Maybank KESUSA.  All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the 
US. This report is not directed at you if MKE is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You 
should satisfy yourself before reading it that Maybank KESUSA is permitted to provide research material concerning investments to you under relevant 
legislation and regulations.  

UK 
This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL”) which is authorized and regulated, by the Financial 
Services Authority and is for Informational Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial 
Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for the recipients convenience only, and that the firm does not take any 
responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this report should be considered as 
constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers. 
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DISCLOSURES 
Legal Entities Disclosures 
Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938-H) which is a Participating Organization of Bursa 
Malaysia Berhad and a holder of Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This material is issued 
and distributed in Singapore by Maybank KERPL (Co. Reg No 197201256N) which is regulated by the Monetary Authority of Singapore. Indonesia: PT Kim 
Eng Securities (“PTKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by the BAPEPAM LK. Thailand: 
MBKET (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and 
Exchange Commission.Philippines:MATRKES (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities 
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Definition of Ratings 
Maybank Kim Eng Research uses the following rating system: 

BUY Total return is expected to be above 15% in the next 12 months 
HOLD Total return is expected to be between -15% to +15% in the next 12 months 
SELL Total return is expected to be below -15% in the next 12 months 

Applicability of Ratings 
The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only 
applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings 
as we do not actively follow developments in these companies. 

Some common terms abbreviated in this report (where they appear): 
Adex = Advertising Expenditure FCF = Free Cashflow PE = Price Earnings 
BV = Book Value FV = Fair Value PEG = PE Ratio To Growth 
CAGR = Compounded Annual Growth Rate FY = Financial Year PER = PE Ratio 
Capex = Capital Expenditure FYE = Financial Year End QoQ = Quarter-On-Quarter 
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NTA = Net Tangible Asset ROSF = Return On Shareholders’ Funds 
EBIT = Earnings Before Interest And Tax P = Price WACC = Weighted Average Cost Of Capital 
EBITDA = EBIT, Depreciation And Amortisation P.A. = Per Annum YoY = Year-On-Year 
EPS = Earnings Per Share PAT = Profit After Tax  YTD = Year-To-Date 
EV = Enterprise Value PBT = Profit Before Tax  
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