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Nguyen Phu Ha (Vietnam)

IMPACT OF MACROECONOMIC
FACTORS AND INTERACTION
WITH INSTITUTIONAL
PERFORMANCE ON VIETNAMESE
BANK SHARE PRICES

Abstract

Shares of listed banks in Vietnam gain a lot of interest from investors and regulators.
It is important to study the primary drivers of the banks’ share prices. In this context,
Gross Domestic Product (GDP), Gold Price (GP), Ninety-day Interbank Interest Rate
(R), and USD/VND Exchange Rate (FX) are selected as representatives for macroeco-
nomic variables. A new contribution of this study is the application of interactive fac-
tors between macroeconomics and bank performance (i.e., Equity Capital (E), Deposit
Amounts (D), Loan Amounts (L), Non-performing Loans (NPLs), Leverage (LEV),
Capital Adequacy Ratio (CAR), Return on Assets (ROA), and Stock Beta (Beta)) in
evaluating their impact on bank share prices. Applying the econometric method of
Two-Stage Least Square (2SLS) and the quarterly financial data of 13 listed banks from
Q1/2009 to Q3/2020, the regression results show that GDP improvements can foster
an increase in bank share prices, and this impact is strengthened if banks have good
performance of ROA, CAR, and with strict control of NPLs. The R also has a positive
impact on bank share prices, and the price level increases if NPLs, LEV, and Beta are
controlled at optimal levels. However, empirical evidence drawn from the study also
suggests that an increase in FX and GP is not a significant contributor to bank share
prices, especially if the bank does not manage NPLs and LEV. Moreover, the impact of
E, D, and L on the movements of bank share prices is not significant.

Keywords banks, share prices, macroeconomics, institutional
performance
JEL Classification Gl11, G12, G21, E02

INTRODUCTION

In the security market, news about share prices is published daily, and
any change in market price levels can measure stock returns. From
the perspectives of both investors and issuers, understanding a series
of factors influencing share prices is vital to ensure that investment
decisions or equity financing are made at the appropriate time and
scale. For Vietnamese commercial banks, raising equity from the
private sector, especially from the stock market, is an integral part of
their financial strategy. The share prices are affected by a confluence of
factors existing in the national economic environment and the credit-
worthiness of these banks.

Historically, Vietnamese commercial banks listed their shares on
local stock exchanges later than firms in other industries. The first
listed bank was ACB Bank in 2006, followed by Vietcombank and
VietinBank in 2009. Among 30 domestic banks licensed by the State
Bank of Vietnam (SBV) by December 2020, 10 banks are listed on the
Ho Chi Minh Stock Exchange (HOSE), three are listed on the Hanoi
Stock Exchange (HNX) and five are trading on the Unlisted Public
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Company Market (UPCOM). Although the number of the bank shares are few, they play a vital role
because there are at least 10 Vietnamese banks included in the benchmark VN30 and HNX30 Indices'.
The market capitalization of bank shares has increased from 26.39 percent in 2019 to 28.52 percent
by the end of 2020. Decision number 242/QD-TTg dated February 28, 2019 of the Prime Minister ap-
proving the scheme for “Restructuring securities and insurance markets by 2020 and vision to 2025”
indicates that all banks in Vietnam must issue stock on the local stock exchanges in order to increase
transparency and the number of shares available for trading. This decision is considered a positive step
forward for the continued development of the banking system.

From 2009 to 2020, the average adjusted closing price of bank stocks in Vietnam fluctuated dramatically
from 3,460 VND to 90,200 VND per share. Prior research has addressed the “drivers” of banks’ share
price. For example, Ton (2007) explained that the downtrend of bank stocks during 2006-2007 was due
to the inconsistency in strategic plans to raise funds from the stock market. Le (2010) concluded the
reason for investors not to include bank shares into their investment portfolio was due to the unstable
economic conditions, especially during and after the Global Finance Crisis 2007-2008. Meanwhile, do-
mestic banks continue with additional equity issuance schemes to meet the capital adequacy of 3,000
billion VND under commitments with SBV. Nguyen (2017) investigated the impact of macroeconomic
conditions on banks’ share prices and found that inflation, exchange rate and money supply were the
most important factors affecting bank share prices during 2006-2015. In addition, Vo (2015) posited
that scale efficiency was an important factor to determine bank stock returns during 2006-2012.

Determinants of security price behavior can be found in the Dividend Discount Model (Miller &
Modigliani, 1961), the Efficient Market Hypothesis (Fama, 1970), and the Arbitrage Pricing Theory
(Ross, 1976). Along with the above traditional theories, the dynamic relationship among macroeconom-
ic indicators and share prices are also illustrated in a number of research studies by Fama and French
(1989), Jensen and Johnson (1995), King and Watson (1996), and Miskin (2001). Furthermore, macroe-
conomic and institutional factors affecting bank share prices are also included (Ali et al., 2018; Banerjee
et al., 2017; Bhattarai, 2016; Al-Shubiri, 2010; Angello & Sousa, 2014; Narayan et al., 2015). The purpose
of this study is to address two important issues:

o  First, evaluating the level of interactive impact of macroeconomic climate and institutional charac-
teristics of banks on the behavior of bank share prices.

o Second, providing insights for bank regulators, policy makers, and investors in order to assist their
understanding of the factors influencing share prices.

1. LITERATURE REVIEW

present values at an appropriate rate of return and
are affected by national economic conditions.
The connection between macroeconomic factors

and financial asset prices are explained by fi-
nancial economic theories. According to Keynes
(1937), changes in money supply caused changes in
the quantity of loanable funds through the bank-
ing system, resulting in changes in market interest
rates. The Dividend Discount Model developed by
Miller and Modigliani (1961) states that the cur-
rent share price is the sum of expected future cash
flow payments; and these are discounted back to

Fama (1970) postulated that security prices in effi-
cient capital markets “fully” reflected available in-
formation. There are three primary forms of price
adjustments:

1) the weak form is associated with historical da-
ta of stock prices;

2) the semi-strong form is associated with cur-

1 The VN30 and HNX30 track the performance of the 30 largest stocks on HOSE and HNX by market capitalization and trading liquidity.
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rent and available information in the public
sphere; and

3) the strong form is associated with undisclosed
information (non-public) available to power-
ful investors or business groups.

The Arbitrage Pricing Theory (APT) proposed by
Ross (1976) states the prediction of stock returns
is based on the estimation of the sensitivity of the
stock price combined with systematic factors such
as interest rates and foreign exchange rates.

Sharpe (1964) developed the Capital Asset Pricing
Model (CAPM) and pointed out that the risk-free
interest rate, risk bearing interest rates and beta
coefficients of the portfolio were the three main
drivers for stock prices. Along with the basic
CAPM approach, the international CAPM devel-
oped by Stulz (1999) highlighted the inclusion of
exchange rate in the stock price model. Dornbusch
and Fischer (1986) concluded that an appreciation
of the domestic currency would produce a posi-
tive effect on stock prices of the import-dependent
country by reducing costs of production in most
business industries and create a negative effect on
the domestic stock market for an export-depend-
ent country.

In association with financial economic theories,
empirical evidence about the impact of the mac-
roeconomic environment on the behavior of share
prices was found (Mishra et al., 2020; J. Khan &
I. Khan, 2018; Hsing & Hsieh, 2012). While Phan
et al. (2015) focused more on the effect of busi-
ness cycle on share prices, Kurov and Gu (2016)
and Chen et al. (2013) studied the effects of the
business cycle in both bull and bear market condi-
tions. In addition, the statistically significant and
positive link between real GDP and share prices is
identified in a number of empirical studies (Shula,
2017; Moore & Wang, 2014; Hsing et al., 2012).

Conclusions about the interactions between mar-
ket interest rates and share prices are document-
ed in a number of studies, however the direction-
al relationship varied according to each specific
case. Montes and Tiberto (2012), Osamwonyi and
Evbayiro-Osagie (2012) argued that the short-term
interest rate was considered as the opportunity cost
for investing money, so it was negatively related to

http://dx.doi.org/10.21511/bbs.16(1).2021.12

Banks and Bank Systems, Volume 16, Issue 1, 2021

the share price, whereas Horobet and Dumitrescu
(2009) suggested a positive relationship.

The link between exchange rates and share pric-
es or between gold prices and share prices is also
widely investigated. Garg and Kalra (2018), Luthra
and Mahajan (2014) identified a positive relation-
ship, whereas Montes and Tiberto (2012), Ewing
and Thompson (2007) confirmed a negative re-
lationship. Baur and Lucey (2010) and Chinzara
(2011) found empirical evidence about the positive
correlation between gold price and the stock price.
However, Singhal et al. (2019) and Garefalakis et
al. (2011) argued that gold price was inversely re-
lated to share prices as gold was the best alterna-
tive for share prices.

Regarding the long-term determinants of bank
share prices in emerging markets, Narayan and
Bannigidadmath (2015) examined causality effect
of macroeconomic variables on bank share pric-
es in the Indian security market during 2008 and
2018. Regression results from the combination of
a Panel Granger Causality Test with the data of 13
listed commercial banks suggested interest rates
had a negative effect on share price, whereas in-
dustrial production and the real exchange rates
had a positive effect in the long run.

Banerjee et al. (2017) applied monthly data using
money supply, interest rates and cash remittances,
and share prices of listed banks on the Dhaka Stock
Exchange from June 2012 to December 2015. Using
panel data analysis and cointegration tests with dy-
namic OLS, regression results confirmed the most
important factors affecting bank share prices are
money supply, interest rates and cash remittances.
The study also suggested a negative association be-
tween lending interest rates and share prices.

Ali et al. (2018) used monthly panel data of 8
major banks in Pakistan from January 2005 to
December 2013. The findings revealed that the
market index has a positive effect, whereas the
exchange rates and short-term interest rates have
negative effect on the bank share price. Arshad et
al. (2015) focused on factors affecting share pric-
es of 22 commercial banks listed on the Karachi
stock exchange between 2007 and 2013. The find-
ings confirmed that short-term interest rates had a
negative relationship with bank share prices.
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According to Naveed and Ramzan (2013), the
share price of 15 listed banks on the Karachi Stock
Exchange were affected by bank characteristics
such as bank size and profitability. Al-Shubiri
(2010) applied a panel data of 14 commercial
banks listed on the Amman Stock Exchange from
June 2010 to December 2015. Conclusions from
this study confirmed the link between the share
price and macroeconomic factors, in which mon-
ey supply, exchange rate change, and interest rates
not only reflect the long-run relationship but also
produced positive effects on the bank share pric-
es, whereas real GDP and inflation were found to
have negative effects on bank share prices.

According to Almumani (2014), bank share pric-
es are positively influenced by bank-specific fac-
tors and distribution of net income such as EPS,
P/E and DPS. Furthermore, Bhattarai (2016) ex-
amined the determinants of share prices of com-
mercial banks listed on the Nepal security market
between 2006 and 2014. Findings from the study
suggest EPS and P/E multiples had a statistically
significant and positive effect on the share prices
of Nepalese commercial banks.

2. METHODOLOGY

The data applied in this study is secondary data
provided by FiinPro and General Statistics Office of
Vietnam, and the selection of variables is based on
the quarter period coveringa period from Q1/2009
to Q3/2020. Variables investigated include macro-
economic indicators, the average bank share price
at the close of each trading day on HOSE and
HNX, and indicators abstracted from the finan-
cial statements of 13 listed banks. The exact varia-
bles used in the study are listed in Table 1. Except
for LEV, Beta and ROA, natural logarithm trans-
formation for other variables is applied with the
aim to make the data more symmetric. Two-Stage
Least Squares (2SLS) approach is applied to evalu-
ate the impact of macroeconomics and interactive
factors between macroeconomics and institution-
al performance on the bank share prices.

First, the general model using quarterly panel data
is suggested as follows:

LnSP, =p'X,+pB"L, +u,, (1)
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where LnSP, is the natural logarithm of adjusted
closing share price of bank i at quarter £; X, is the
matrix of macroeconomic variables proposed in
Table 1, which represent independent variables; L,
is the matrix of interactive variables; and u, is er-
ror term.

Table 1. Variables used in the study

Variables Details

Dependent variable

i The adjusted closing price; SP, means price of listed

LnSP; : .
SPi i bank i collected at the end of quarter t

Independent variables

Macro-economic variables

The gross domestic products; GDP, means the GDP
i amount of Vietnam at the end of quarter t

GDP,

i The average selling price of gold per ounce in retail

GP H
t : markets; GP,means GP at the end of quarter t

The inter-bank exchange rate between the United
FX ! States Dollar and Vietnam Dong; FX, means FX at
i the end of quarter t

The 90-day interest rate in Vietnam interbank
t market, R, means R at the end of quarter t

Bank characteristics and performance indicators

c The equity capital number of a bank; £, means E of
it the listed bank i at the end of quarter t

The deposit amounts of a bank; D, means D of the
" i listed bank i at the end of quarter t

i The lending amounts of a bank; L, means L of the
it i listed bank i at the end of quarter t

The non-performing loans of a bank, NPL, means
it i NPL of the listed bank i at the end of quarter t

The return on assets of a bank; ROA, means ROA of
it i listed bank i at the end of quarter t

The volatility of share of a bank compared to the
systematic risk of the entire market; Beta, means
i beta of listed bank i at the end of quarter t

Beta,

i The proportion of debt to a bank’s equity; LEV,

LEV, i means LEV of listed bank i at the end

The ratio of a bank equity capital to the risk
i weighted assets; CAR, applied to listed bank i at
i period t

CAR

Based on 2SLS, the OLS estimator ¢, and the fit-
ted values X ; are specified as:

Xy, =2, oz, +..+ayZ, +v,. (2

Then, the dependent variable LnSP on the fitted
values X ; is specified as:

—_— o~

Xk’j:alZLj+azszj+...+aHZH’j.

®)

The next step is to regress LnSP on the fitted values
X ko where
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LnSPkJ = ﬂle’j +,31X2’j +... ).

+c X, +e)

The 2SLS estimator ,B/Z; corresponds to the OLS
estimator is, then, computed. Finally, Sargan and
Wu-Hausman tests are applied to identify weak
instrument and endogeneity issues.

To investigate the effects of macroeconomics fac-
tors and bank performance on bank share prices,
four separate econometric models using different
combination of interactive variables are specified,
in which each of the four key macro-economic
variables (i.e., GDP, R, FX and GP) is interacted
with the other variables of institutional perfor-
mance of banks (see Table 2).

3. RESULTS

The descriptive statistics found in Table 2 indicate
that no selected variable is in violation with the
condition of collinearity (i.e., VIF value must be

Banks and Bank Systems, Volume 16, Issue 1, 2021

lower than 10). Specifically, three variables, in-
cluding GDP‘E, GDP'D, and GDP"L, are removed
in Model 1 because of their violation of VIF condi-
tion. Similarly, five variables, including R, R'E, R'D,
R-L, R'-ROA, are removed in Model 2. Three varia-
bles, including FX'E, FX'L, and FX'CAR, are elim-
inated in Model 3, while four variables, including
GP'E, GP-D, GP-L, and GP-CAR, are eliminated in
Model 4.

The total observations for LnSP are 423 because
each bank had different listing times, while those
for determinants of bank share prices are 611, en-
suring no value is missed during 47 quarters from
Q1/2009 to Q3/2020. The average bank share price
is 13,586 VND (equal to LnSP = 9.515) associat-
ed with a range from 3,465 VND to 90,415 VND
(LnSP = 8.149 to 11.410). For the four key macro-
economic variables, the average GDP is reported
at 6,539 thousand billion VND and R is equal
to 1.962%. Besides, FX in the study period is 9.97
while GP is 17.042 in terms of natural logarithm.
Furthermore, details about standard deviation,
ranges of determinant variables are shown in
Table 2.

Table 2. Descriptive statistics for variables used in the study

Variables Variables used in the model Obs. Mean Std. dev. Min Max
LnSP Models 1,2, 3, & 4 423 9.515 0.578 8.149 11.410
GDP """ I\/Iodels 2384 "611 0651 5.149 8336
""""""""""" I\/Iodels 1,3 &4 "611 0.507 2.738
l\'/‘luc')‘(':‘i'(‘-:‘ls 1284 "611 9.782 10074
i I\/Iodels 12,83 "611 18.809 17833
GDP-NPL """""""""" "611 0.342 79765
GDPCAR o .""611 -0.092 0218
Model 1 e e
611 0.125 1.326
""" 611 -6.637 28.982
"""""""""" "611 0.023 21.960
" 6 N
611 0.065 52.831
611 -0.034 0058
"""""""""" "611 0.023 235.982'“”““
611 0.011 96.262
Model 3 611 -9.473 40662
"611 0.013 2110
"611 19.565 20148
"""""""""" "611 0.078 407.952'“”““
"611 0.012 172.848
e Model 4 SRR SOOI SR v Ao TS S A
GP-Beta i 611 -15.800 66.510
GPROA 611 0.012 4085

http://dx.doi.org/10.21511/bbs.16(1).2021.12
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Correlation among variables applied in the four
models is illustrated in Table 3. The correlation
between LnSP and GDP is shown positively at
0.474, whereas those between FX; R and GP are
shown negatively at -0.363, -0.379 and -0.445,
respectively. In Model 1, LnSP is positively
correlated with three interactive variables, which
include GDP-NPL, GDP-CAR and GDP-Beta,
and the correlation is in the range from 0.337 to
0.731. In Model 2, correlation between LnSP and
other interactive variables is weak, which ranges
from -0.206 to 0.345. In Model 3, correlation
between LnSP and FX'NPL, and LnSP and FX-D
is moderate at 0.414 and -0.366 respectively. In
Model 4, correlation coefficients between LnSP
and other interactive variables are weak and range
from —0.202 to 0.250.

The regression results are presented in Table 4.
In Model 1, LnSP is affected by a set of factors,

which include R, FX, GP, GDP-NPL, GDP-CAR,
and GDP-ROA. The regression coefficients of
R, GDP-CAR, GDP-ROA and GDP-NPL are
positive and significant at 1.753, 2.014, 1.827 and
0.016, while those of FX and GP are negative
and significant at -2.038 and -0.270. In Model
2, FX and GP also show negative and significant
effects on LnSP, and the regression coefficients
show larger absolute levels at 6.807 and 1.452,
respectively. Then, R"-NPL, R-Beta, and R'LEV have
negative and significant effects on LnSP; and the
coefficients range from -0.214 to —0.022.

Meanwhile, R*CAR has a significant and positive
relationship with LnSP. In Model 3, GDP and
R are significantly positive with LnSP, and
regression coeflicients are equal to 1.941 and 0.528.
Besides, FX*NPL also has a positive and significant
relationship with LnSP, and it is equivalent to
0.037. However, results show that GP, FX'LEV,

Table 3. Correlations among variables used in the models

Models (1) (2) (3) (4)

Variables R FX GP -
NS T - T -
oo -
-0.580 1.000 T -
0.462 —0.520 1.000 -
Model 1
Variables R FX GP © GDP-NPL GDP:-CAR GDP-ROA GDP:-Beta
(GDP-NPL -0.513 0.690  ..70.465 1.000 = - =
GDP-CAR 0.115 0.139 -0.152 0.099 1.000 -
GDP-Beta -0.315 0.561 —0.462 0.589 0.094 —0.169
Model 2
Variables FX GP R:NPL R-Beta R-LEV R-CAR
- -0.231 | 0.297 1.000 - - -
- 0.363 -0.241 0.371 1.000 -
— —ozzz 0089 0.604 0.279 1.000
- 0.144 —0.158 0.124 0.116 -0.072
Model 3
Variables R FX  FX-LEV | FX-NPL FX-Beta FX-ROA FX-D
PXLEV 0042 . 0197 1000 . - - - -
FX-NPL -0.335 0.505 0.197 1.000 - - -
et oo osiosos | oawr oo - -
FXROA 0.424 -0.337 ... 0512 0.274 0.503 1.000 e
FX-D —0.584 0.896 -0.337 -0.679 -0.291 -0.217 1.000
Model 4
Variables : R FX GP GP-LEV GP-NPL GP-Beta GP-ROA
GP-LEV i -0. 0.071 0.073 -0.068 1.000 - - -
GPNPL 0230 0136 . 0272 0176 0227 1.000 - -
GP-Beta -0.228 0482  : -0.308 0.178 0.374 1.000 e
GP-ROA 0.477 -0.416 0.371 -0.638 —0.165 -0.249 1.000
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Table 4. Effects of macroeconomics and bank performance on bank share prices

Variables Model (1) Model (2) Model (3) Model (4)
Coef. P-value Coef. P-value Coef. P-value Coef. P-value
cons 221.12 0.000 694.85 0.043 270.21 0.032 26.18 0.495
e R S e e S o R
e R o g - A o i G
e oo e S e e S e
GP - A R o e T R R R S & e
GDPROA - 1.827*** 0.002 - - - - - -
e E R o - - - - - -
ST ——— - -
e - -
FAEV e - -
o - -
e b — - -
e e — - -
e - - -
e - T
e ——— T
Beta 0.007

GPROA T ST S S S - 0307"

:;E:::;ii Adj.R—sq = 0.4532 Adj.R—sq = 0.3313 Adj.R—sq = 0.2873 Adj.R—sq = 0.4142

statistics Prob>F = 0.033 Prob>F = 0.065 Prob>F = 0.091 Prob>F =0.1125

Sargan test of

Chi2(7) = 121.75
Prob > chi2 =0.323

Prob > chi2 =

Chi2(8) = 128.15

Chi2(8) = 134.16
Prob > chi2 = 0.197

Chi2(8) = 106.11
Prob > chi2 = 0.446

0.334

weak instrument |

Dubin(score) chi2(8) =

Dubin(score) chi2(8) =

Wu-Hausman Dubin(score) chi2(7) = 82.17 104.86 80.84 Dubin(score) chi2(7) = 58.31
test of P <0.0000) E P<0.0000) P<0.0000) : P<0.0000) :
endogeneity i Wu-Hausman F(7,365) = 14.38 :  Wu-Hausman F(7,326) Wu-Hausman F(8,287) = Wu-Hausman F(7.365) =
i (p < 0.0000) : =20.68 12.99 9.452 (p < 0.0000)
(p < 0.0000) (p < 0.0000

Note: *** P-value is less than 0.01 (P-value < 0.01); ** P-value < 0.05; * P-value < 0.1.

and FX'D have a negative impact on LunSP, and
regression coefficients equal -0.282, -0.007 and
-1.390, respectively. In Model 4, GDP and R also
have a significantly positive impact on LnSP, and
the coefficients equal 1.155 and 1.246, respectively.
GP-ROA also shows a positive impact on LnSP,
with the coefficient equivalent to 0.307, whereas
GP'LEV, GP'NPL show significantly negative
impacts on LnSP, and coefficients equal -0.004
and -0.013. respectively.

Wu-Hausman tests are conducted to examine
whether or not an endogenous problem exists in
the four models. If the P-values in the four mod-
els were lower than 5%, then the null hypothesis

http://dx.doi.org/10.21511/bbs.16(1).2021.12

(Ho) is rejected; indicating the existence of endo-
geneity. As for results of Sargan tests, P-values in
the four models are higher than 5%, implying that
the instrumental variables used in the regressions
satisfied the required conditions of instrumental
variables applied in 2SLS.

Considering the impact of GDP on LxSP, it was found
that the GDP variable is positively interacted with
bank share prices, and the regression coefficients
range from 1.153 to 1.941, indicating that LnSP would
increase from 1,153 to 1,941 VND if GDP increases
one thousand billion VND. When GDP is interacted
with CAR, the impact is stronger and the regression
coefficient is equal to 2.014 (see Model 1).
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The impact of R on LnSP suggests a positive impact
on bank share prices, and regression coefficients
are in a range from 0.528 to 1.246, implying that
LnSP tends to increase from 528 VND to 1,246
VND if R increases by 1%. The impact is more
pronounced if interest rate is interacted with CAR,
leading to higher impact level at 2,564 VND.

The impact of FX on LnSP suggests that USD/
VND exchange rates negatively affect bank share
prices, and coeflicients range from -6.807 to
-2.038, meaning thata 1,000 VND increase of USD

price in relation to VND might lead to a decrease
in bank share prices from -2.038 VND to - 6.807
VND. When FX is interacted with D, the impact is
also negative, but the level of impact is smaller and
regression coefficients range from -1.301 to -0.007.

Finally, the impact of retail gold price on bank
share prices also suggests a negative trend. If GP
levels are reduced by 1 million VND, LnSP tends
to increase by 270 VND to 1,452 VND. If GP inter-
acts with either LEV or ROA, the regression results
are negative.

CONCLUSION

During the period from Q1/2006 to Q3/2020, the share price of 13 listed banks in Vietnam respond-
ed sensitively to macroeconomic conditions. Sustainable improvement of GDP can support the rise in
bank share prices. This impact is weakened or strengthened, depending on how GDP was interacted
with characteristics and performance of these banks. As far as positive impact of GDP is concerned,
the rise in GDP in association with the rise in ROA, or the rise in GDP in association with CAR would
strengthen the positive effect, whereas the rise in GDP in association with NPLs would weaken the pos-
itive effect. Specifically, the regression coeflicients ranged from 1.153 t01.941 would decrease to 0.016.

Ninety-day interbank interest rate was found to be a key driver for bank share prices. Findings from
the study confirmed that a rise in 90-day interbank interest rate leads to a rise in the bank share prices,
suggesting higher expectations of investors about returns from bank shares. In association with a good
plan to increase the capital adequacy, the impact would be stronger, otherwise, weaker if an increase in
interest rate is combined with an increase in non-performing loans, escalating financial leverage and
increasing systematic risk of bank shares.

The negative impact of USD/VND exchange rate and the bank share prices in the long run shown in the
study suggest that the depreciation of the U.S. currency in the Vietnamese market would result in the
fall of bank share price.

The depreciation in retail price of gold would result in a decrease in bank share prices, although sta-
tistical significance was not found by its interaction with bank characteristics and performance. This
finding is consistent with findings found in the studies of Singhal et al. (2019), Garefalakis et al. (2011)
implying that gold is an alternative investment for stocks. Except for capital adequacy, beta, leverage and
non-performing loans, evidence about the impact of equity capital, deposit and lending was not found
to be statistically significant in this study.

Second, the main goal of this study for determinants of bank share prices in Vietnam did provide a
strong empirical basis for decision making by policy makers, regulators and investors. For listed banks,
a successful plan to raise equity from the stock market is relevant to the sustainable growth of equity
value after fund raising, coinciding with a strong growth of bank share prices in the future. In this
regard, taking market interest rates, USD/VND exchange rate and the gold market into consideration
and controlling for non-performing loans and the capital adequacy, as well as an appropriate level of
financial leverage, are required steps in preparation for equity financing plans. For investors, improving
knowledge and skills on analysis of macroeconomic conditions and the bank financial statements, as
well as market information, is very important for making accurate decisions. Finally, the State Bank of
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Vietnam should maintain a stable macroeconomic and monetary environment with a flexible monetary
policy. For example, adjustments leading to the inappropriate level of basic interest rates, or intervention
to raise USD/VND exchange rates and gold prices can negatively affect bank stock prices.
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