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Abstract:Vietcombank (VCB) and Vietinbank (CTG) are two big listed commercial banks in
Vietnam banking industry. They are previous state-owned enterprises with big market share in
local market.

This paper will use statistic, combined with synthesis, inductive and qualitative analysis to
measure and evaluate beta CAPM of these 2 banks in2 special stages of domestic economy: pre-L
and post-low (L) inflation time.

Research results show that during 2011-2020 period, most of time, beta CAPM of VCB is higher
than those of CTG bank. Statistic chart give us warning that market risk of 2 banks is higher than
1.

Then these analysis can be used for policy implications. Business and banking is still growing so
risk management is becoming meaningful for the financial industry.
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INTRODUCTION

Both Vietcombank (VCB) and Vietinbank (CTG) has recognized the need of enhancing risk management
activities in their bank operation.

Over years, these banks has used indicators to measure the effectiveness of the model fully meet international
standards and practices. In the context of data quality assurance and management for quantitative analysis
activities facing many challenges at Vietcombank in particular and in the banking system in general, this is a
remarkable result for with models with complex data structures such as LGD and EAD.

We organize this study with market risk Beta CAPM model follows: introduction, literature review,
methodology, main findings, discussion and conclusion.

LITERATURE REVIEW

Gunarathna (2016) revealed that whereas firm size negatively impacts on the financial risk, financial leverage
and financial risk has positive relationship.

Then, Hami (2017) showed that financial depth has been affected negatively by inflation in Iran during the
observation period.

Beside, Kantos and Batolomeo (2020) demonstrate how including the potential for such large events
changes traditional views of equity returns and the known factors that contribute to those returns. On the
basis of empirical examination of a dataset stretching over 30 years without survivorship bias, we conclude
that when the probabilities of rare extreme events are considered, strategies that focus on “alpha” (risk
adjusted return) as defined in Jensen (J Finance 23(2):389-416, 1967) are structurally superior to “smart
beta” strategies that seek to outperform a market index benchmark.

Next, Chinh and Phuoc (2020) show 1) daily data is more reliable and efficient, has higher forecasting
power, and fits better with the assumption of market efficiency compared with monthly data. 2) Medium-
horizon data is more reliable and efficient, has more explanatory power, and fits better with the assumption

of market efficiency compared with monthly data. Therefore, these findings challenge the common
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practices of using monthly (quarterly/annually) and short-horizon data among the practitioners and
researchers in asset pricing work.

Last but not least, Suarez et al (2020) proposed a time-varying beta CAPM in order to control for the
variable nature of beta risk to changes in the market liquidity, using the variation of the Amihud illiquidity
measure to account for the degree of trading activity. Their results show that the pricing errors of the CAPM
have significantly decreased with respect to those of previous literature. Furthermore, the time-varying beta
model performs similarly to the Fama—-French models in most cases. These results are consistent with
increased trading activity that reduces arbitrage opportunities and, therefore, enhances market efficiency.

METHOD AND DATA

Data stock price from Vietnam stock exchange (HOSE) with weekly data stock price.
We use both qualitative analysis: synthesis, inductive and explanatory methods.

And quantitative method with statistic tables.

MAIN RESULTS

Overall results

During specific time: Dec 2012, June 2017 market risk of Vietinbank CTG is higher than 1. During June
2012-2014, Dec 2016, 2018 market risk of VCB is higher than 1. There is risk warning at these points of
time.

Statistic results

We can see:

From the below chart 1, beta Vietinbank is varying with highest point of 2.53 as in June 2017, 2 years after
low-inflation year of 2015.

From below chart 2, we find out beta Vietcombank has reached top level of 2.09 as in Dec 2016, 1 year
after low inflation time of 2015.

Looking at tables 1 and 2, we see that during post -L inflation period 2015-2020, market risk tends to
increase higher in both banks.
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Chart 1 - Market risk CTG 2011-2020

Table 1- Beta CAPM Vietinbank in 2 economic stages

Post-L Beta Pre-L Beta
inflation CTG inflation CTG
Thg6-15 0.5814 | Thg6-11 0.16143
Thgl2-15 0.8481 | Thgl2-11 0.18443
Thg6-16 0.4297 | Thg6-12 0.63829
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Thgl2-16 | 05537 | Thg12-12 1.39601
Thg6-17 25337 | Thg6-13 0.24572
Thgl2-17 1.2903 | Thgl2-13 0.03492
Thg6-18 04133 | Thg6-14 0.45804
Thg12-18 | 0.3652 | Thgl2-14 0.28201
Thg6-19 -0.2758 | Thg6-15 0.58137
Thg12-19 | 0.6502 | Thgl2-15 0.84813
Thg6-20 0.1264

Thgl2-20 | 0.3639
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Chart 2 - Market risk VCB 2011-2020

Table 2 - Beta CAPM Vietcombank in 2 economic stages

Post - L

inflation Beta VCB Pre-L inflation | Beta VCB
Thg6-15 1.6444 Thg6-11 0.25014
Thgl2-15 1.7640 Thgl2-11 0.23955
Thg6-16 0.8700 Thg6-12 1.34375
Thgl12-16 2.0994 Thgl12-12 1.04756
Thg6-17 0.7932 Thg6-13 1.23060
Thgl2-17 1.1059 Thgl2-13 1.08949
Thg6-18 1.3529 Thg6-14 1.30519
Thgl12-18 1.0637 Thgl2-14 0.07753
Thg6-19 0.5906 Thg6-15 1.64435
Thgl12-19 1.3864 Thgl12-15 1.76402
Thg6-20 0.5957

Thg12-20 1.0441
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Combination chart results
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Chart 3 - Both VCB and CTG market risk 2011-2020
DISCUSSION

We can see from above chart 3 that most of time, beta CAPM of VCB is higher than those of CTG bank.
Only in June 2017 market risk of this CTG bank higher than that of VCB bank.

CONCLUSION

We need to build and enhance risk model and risk evaluation methods at commercial banks, esp.
Vietcombank and Vietinbank as our study showed that there is certain points of time market risk of 2 banks
higher than 1 and there is risk warning.

During pre-L inflation time: market risk of Vietinbank lower than 1.

During post - L inflation stage: market risk of Vietcombank tends to increase higher than 1. Business also
growing.

Therefore, State bank of Vietnam (SBV) need to pay attention to risk reports during these time points.
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