
T he consumer credit market drove
merger and acquisition (M&A) deals
in Vietnam last year value-wise, with

the largest being between the Japan-based
SMBC Consumer Finance and local con-
sumer loan provider VPBank Finance (FE
Credit), worth $1.4 billion. Another was
Thailand’s Bank of Ayudhya’s $69 million
purchase of SHB Finance from the Saigon-
Hanoi Commercial Joint Stock Bank.
Though the pandemic-triggered turbulence
still gnaws at the consumer finance business
in Vietnam following a wave of lockdowns,
such moves reflect the rising interest among
foreign investors in the fast-growing local
consumer lending industry.

MAINTAINING RESILIENCE
In the first nine months of this year,

consumer finance companies in the country
are projected to have experienced negative
growth in their portfolios of around -5.3
per cent compared to last year, according
to figures from FiinResearch. This is mainly
down to the pandemic, especially the fourth
wave that struck in April. Due to strict
social distancing measures, large retail
chains were shut down and, therefore,
consumer finance companies took a hit.
The on-balance sheet non-performing loan
(NPL) ratio was around 9 per cent at end-
September, up from just 5.5 per cent at
the end of last year. 

Customer portfolios mainly focus on
mid- or low-income earners and/or blue-
collar workers, who have been the most
vulnerable to job losses or pay cuts. “Thus,
their demand for consumption as well as

consumer loans fell accordingly,” Mr. Le
Xuan Dong, Head of FiinResearch at Fiin-
Group, explained. “In the context of serious
economic downturns and customers’ dete-
riorating credit quality, consumer finance
companies have become more conservative
and tended to limit credit growth, focusing
on debt collection and only providing new
loans to existing customers or new cus-
tomers with a good credit history and
strong income streams.”

FE Credit’s sales performance and risk
cost have been impacted by the pandemic,
since the majority of its customers lost
their job or had their pay cut. But with
effort and flexible adaptation strategies, it
still posted some positive indicators. In
the first nine months, total operating income
(TOI) was $524.7 million with a net interest
margin (NIM) of 24.2 per cent. After

deducting all expenses, pre-tax profit stood
at $39.7 million. As of September, charter
capital had increased to nearly $485 million,
ensuring its financial health as well as liq-
uidity, with its capital adequacy ratio (CAR)
rising significantly, to 21.6 per cent.

Similarly, Shinhan Finance has managed
to maintain a healthy and sustainable port-
folio. As of end-September, Ending Net
Receivables (ENR) had grown 18.9 per
cent against end-2020. Along with steady
portfolio growth, the NPL ratio was also
controlled effectively, at 4.85 per cent as
of September, as reported to the State
Bank of Vietnam (SBV). Consumer loans
outstanding as of September grew 3 per
cent compared to end-2020.

The bank has also been applying a video
streaming service for loan application pro-
cessing. Thanks to new technology, cus-
tomers can have loans disbursed from their
office or home. “So far, video streaming
has accounted for more than 70 per cent
of new loan applications,” Mr. Oh Taejoo,
CEO of Shinhan Finance, told VET. “Besides
changing the technology for internal
processes, we have expanded our partner-
ship network to more merchants so that
customers can enjoy a preferential interest
rate and faster disbursement for purchases
during pandemic. In order to support cus-
tomers with different needs, especially dur-
ing the pandemic, we will launch new
multi-purpose products, including loans
for medical services and education.”

Meanwhile, Lotte Card’s financial arm
Lotte Finance also posted stable growth
in the first half of this year. In the second
half, however, business was adversely
affected by the long lockdown. “This was
an opportunity, though, for us to take a
deeper look into how the business could
be better,” said Mr. Kim Jong Geuk, CEO
of Lotte Finance. “We are now restructuring
our business portfolio in Vietnam to make
it better for both the company and our
customers. In addition, all of our key per-
formance indicators (KPIs), such as credit
space and growth, are making progress.”

BUSINESS RESTRUCTURING
To quickly adapt to market movements

and changing customer behavior during
and after the pandemic, Lotte Finance
has taken measures such as launching
new products and digitalizing sales
processes and customer service channels.
Specifically, PayLater by Lotte Finance is
a new concept in consumer finance that
allows customers to make transactions
on a “buy now, pay later” (BNPL) basis.
With a single app, customers can use Pay-
Later for three years to shop online before
having to verify their identity again.

Not only customers have changed their
consumption behavior, as retailers are also
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Back in the black
After facing unprecedented challenges from the pandemic, consumer credit
companies in Vietnam are expected to recover and return to growth.
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Despite the 
ongoing challenges,

there is a great opportunity
for the consumer finance
industry to take the initiative
from new consumer behavior
and create consumption
trends and bring the customer
experience to a new high
through dynamic digital
transformation.”

MR. KIM JONG GEUK,
CEO, Lotte Finance
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shifting part of their in-store business to e-
business models, according to Mr. Geuk.
“This requires that financial companies
actively apply technology to their business
operations and build a financial ecosystem
to meet the needs of customers more
promptly and effectively,” he said. “Customers
shape new habits and we believe that new
consumption behavior will remain post-
pandemic. Therefore, we will take more
aggressive action towards a digital-friendly
business transformation. In the year to
come, this will be one of our strategic tasks.” 

As the leading consumer finance com-
pany in Vietnam, FE Credit has helped
consumers with their loans by deferring
payments and restructuring loans per SBV
guidelines. Some 400,000 loans totaling
about $88.2 million were part of this pro-
gram in the first five months of this year.
As of the end of October, through interest
waiver and reduction programs, it sup-
ported nearly 150,000 customers affected
by the pandemic, with accumulated interest

and fee support of nearly $10.2 million.
Moreover, people’s demand for con-

sumer loans will increase to help them
resolve their immediate problems, cover
necessities, and stabilize and revive their
lives post-pandemic, Mr. Kalidas Ghose,
CEO of FE Credit, expects. “Though we
always strive to accompany customers with
preferential loan packages, we have to
admit that we cannot meet all customer
needs due to limitations on credit growth,”
he said. “Our limit is now 7.5 per cent, and
under normal conditions this is very low.”

The negative effects of the pandemic
have actually been an important catalyst
for consumer finance companies to accelerate
their end-to-end digitalization of both busi-
ness operations and customer interaction.
They have actively developed various digital
solutions and applications, and established
strong partnerships with stakeholders such
as payment fintechs, e-commerce platforms,
telcos, retailers, and insurers, to orchestrate
a comprehensive consumer finance ecosys-
tem to enlarge the target customer base
remotely with personalized offerings, cross-
sell consumer finance products, and improve
the customer experience.

NEW OPPORTUNITIES AHEAD
Despite the existing challenges, Mr.

Dong from FiinGroup believes that Viet-
nam’s consumer finance sector will recover
and continue to enjoy strong long-term
growth potential in the time to come. Key
growth drivers remain intact, including a
low consumer finance penetration rate,

favorable demographics, government sup-
port in financial inclusion development,
and accelerated digital transformation ini-
tiatives in the sector.

The consumer finance to GDP ratio in
2020 was around 28 per cent; much lower
than elsewhere in ASEAN, implying there
is space for growth in the sector now and
in the years ahead. 

As competition in the local consumer
finance market picks up and greater con-
venience is offered to customers, it is essen-
tial for us to quickly create a competitive
edge by promoting the application of
advanced technologies and digitalization
in all stages of business operations,” said
Mr. Geuk from Lotte Finance. “At the
same time, it is necessary to associate the
digital environment with an ecosystem
featuring many utilities and focus on the
experience, providing products and services
that fully meet the diverse needs of our
customers, especially within their new
consumption behavior and habits.”

Recovery from any major crisis always
brings huge opportunities to financial insti-
tutions, because customers become hungrier
for credit to rebuild their lives or their busi-
nesses, according to Mr. Ghose. “Thus, in
that sense we see the time to come as being
a period of high economic activity and of
growth and opportunity,” he said. “We will
review our plans, goals, and strategies more
carefully, to not only recover from the situ-
ation but grow in the future.” 

In the context of Covid-19 continuing
to linger, the high internet and mobile
phone penetration rates in Vietnam, and
its rising tech-savvy younger generation,
consumer finance companies will surely
keep the focus on the development of com-
prehensive digital solutions to further pro-
mote credit and other financial products,
reach more target customers, improve the
customer experience, and help maintain
sustainable sales growth. “Demand for con-
sumer finance will therefore recover and
retain strong growth momentum in the
future,” Mr. Dong believes. %

DECEMBER 2021 | VIETNAM ECONOMIC TIMES | 39

BANKING & FINANCE

MARKET SIZE & YEAR-ON-YEAR GROWTH OF ACTIVE CONSUMER 
LENDERS, 2016-2021

CAGR (2016-2020) = 22.3%57.0%

Source: FiinResearch
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The early signs are
positive and hence we

are optimistic about the future,
but we should not ignore the
fact that a large segment of the
population has been a!ected by
the pandemic. It will take time
for them to mend their lives and
regain their income, so we must
watch carefully and be conscious
of the challenges to come.”

MR. KALIDAS GHOSE, 
CEO, FE Credit

The banking and
finance industry has

been facing unprecedented
turbulence. The way we
address the challenges will
determine our role in and
contribution to the mitigation
of the e!ects of the pandemic.”

MR. OH TAEJOO, 
CEO, Shinhan Finance


