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1. Event 

the SBV recently released a draft circular to amend Circular No. 43/2016/TT-NHNN 

stipulating consumer lending by financial companies. The proposed changes under 

the draft circular include: 

1) limiting unsecured personal loans in cash to existing customers with good 

credit and no overdue debt in Credit Information Centre (CIC) at the time of 

signing the contract; and  

2) limiting the maximum amount of such cash loans to 30% of total loans. 

As explained by the SBV, cash loans are at high risk of becoming non-performing 

loans (NPLs) as they don’t require collateral and ensure using right of borrowing 

purposes. With easy requirements and simple procedures, cash loans are an easy 

way to develop credit even though lending interest rates are much higher than 

those of banks. 

2. Implication to consumer finance companies   

Although the Government is taking measures to limit the size of black-credit market, 

new proposals present the caution by SBV due to: 1) SBV try to control NPLs in 

consumer loan segment, which having highest NPLs ratio in financial industry, and 

2) slowing down the loan shanks via Vietnam Bank for Social Policies (VBSP) – 100% 

subsidiary bank owned by SBV. The propose draft would have some impacts as 

below:  

1) Consumer financiers with cash loans>30% of total loans would have to 

change their existing loan mix by growing other segments such as 

consumer durable, 2-wheeler and credit card lending 

2) Newer players such as MCredit, Easy Credit, SHB Finance, etc., have even 

higher proportion of cash loans (80-90%) in their portfolio. They would 

find it difficult to scale up as the competition in the consumer durable 

segment remains intense, and they do no have large customer base to 

whom they can cross-sell, unlike the top 3 players  

3) Margins (25-30% for top players) could come under pressure as the 

competition in consumer durable and two-wheeler segments intensify 

We expect all the consumer financing companies to be impacted by this proposal. 

But the impact will likely be more severe for newer players (MCredit, Easy Credit, 

etc.) as cash loans are 80-90% of theirbook, competition in consumer durable 

segment is intense and they lack large existing customer base, unlike top 3 players, 

to cross-sell.  
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The SBV also gave a clear message that executives are in the process of repelling black credit, but 

not so that consumer finance companies can loosen credit risk management. Financial companies 

still have to comply with the banking system's safety regulations to ensure long-term growth. 

The new stricter regulation will limit finance companies in term approaches new clients due to cash 

loan only for existing customers. As consequence, we forecast the consumer lending credit growth 

will face harder challenges. 

We believe that actual impact on FE Credit (fully owned subsidiary of VPB) would be the most 

impacted as they have one of the biggest cash loan businesses in Vietnam. 

However, the actual potential impact would be mitigated by accelerating credit card issuance, which in 

turn would be used by customers to not only make payments but also to avail cash advances (i.e., balance 

transfer). 
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