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INTRODUCTION 

1. Necessity of the thesis 

According to experts, it is important to take suitable tools to assess the credit 

quality accurately in banks. One of them, which is used by managers to evaluate the 

credit quality, is the analysis. Credit quality analysis plays the most important role in 

credit management. It not only helps banks to have a right orientation but also uses 

the results of this analysis to make adjustments in time, overcome weaknesses and 

develop strengths in order to control credit risk, enhance the credit quality, improving 

the financial situation of banks 

According to the State Bank of Vietnam, as of 31 December 2016, there are 24 

credit institutions which can be seen as commercial banks in Binhdinh Province. 

These commercial banks are branches of which Headquarters are located in 

HoChiMinh City or Hanoi. Although they must comply with the operation of 

Headquarters, these branches are independent in recording transactions and 

responsible for their business performance. However, the analysis of credit quality in 

commercial banks in Binhdinh Province has not been focused. Additionally, in case 

of hot credit growth and increasing bad debts, the State bank should control strictly 

the credit operation in order to ensure the quality of credit in commercial banks.  

Due to the importance of credit quality information to the State bank, 

headquarters, managers of commercial banks, other people, business institutions and 

the current situation of credit quality analysis in commercial banks in Binhdinh 

Province, the author selected the topic: “Improving the analysis of credit quality in 

commercial banks in Binhdinh Province”. 

2. Research objective 

The research objectives include: 

- Clarify the content of credit quality analysis in commercial banks, including: 

the organization of analysis, tools and techniques for analysis, the content of analysis 

- Analyze and assess the current state of credit quality analysis in commercial 

banks in Binhdinh Province to confirm achievements as well as drawbacks in credit 

quality analysis in firms surveyed. 

- Suggest some solutions to improving the credit quality analysis in 

commercial banks in Binhdinh Province 

3. Subjects and scope of research 

- Research subject: 

The thesis focuses on studying the analysis of credit quality in commercial 

banks. The subjects of thesis include the organization of analysis, tools and 

techniques for analysis, the content analysis of credit quality in order to provide 

information to anyone concerned. 

- Research scope: 

+ As for content: the thesis focuses on studying the theory and practice of 

credit quality analysis from the viewpoint of managers to loan operations at 

commercial banks in Binhdinh Province in order to provide users with effective 
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solutions 

+ As for location: commercial banks in Binhdinh Province  

+ As for time: from 2011 to 2015  

4. Research questions 

- What is the nature of credit quality in commercial banks? 

- Which issues are covered by credit quality analysis in commercial banks?  

- How the credit quality analysis in commercial banks in Binhdinh Province is 

going?  

- What are the suitable solutions?   

5. Contribution of the thesis 

- Systemize and clarify the theoretical background of credit quality, credit 

quality analysis in commercial banks 

- Analyze and assess some drawbacks in credit quality analysis in commercial 

banks in Binhdinh Province 

- Analyze the effect of factors affecting to the organization, tools and 

techniques, content of analysis of credit quality in commercial banks in Binhdinh 

Province 

- Suggest some useful solutions 

6. Structure of the thesis 

In addition to the introduction, conclusion, index, tables and images index, 

reference, the content of the thesis is divided into 5 chapters:  

Chapter 1: Literature review of credit quality analysis in commercial banks 

Chapter 2: Theoretical basis of credit quality analysis in commercial banks  

Chapter 3: Research methodology of credit quality analysis in commercial 

banks in Binhdinh Province  

Chapter 4: Current situation of credit quality analysis in commercial banks in 

Binhdinh Province  

Chapter 5: Solutions to the issue of improving the credit quality analysis in 

commercial banks in Binhdinh Province  
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Chapter 1 
LITERATURE REVIEW OF CREDIT QUALITY ANALYSIS                                     

IN COMMERCIAL BANKS  
The issues of analysis and assessment of credit quality have been studied much 

before. Therefore, the author divided all the studies related into 2 groups: 

- Group 1: Study of credit quality in commercial banks 

- Group 2: Study of credit quality analysis in commercial banks 

1.1. Studies of credit quality in commercial banks  

Nguyen Van Tien (2015), Nguyen Dang Don (2010) and Nguyen Minh Kieu 

(2012) held many views about the credit quality in commercial banks and the system 

of criteria for credit quality analysis including qualitative and quantitative indicators. 

The group of qualitative indicators includes contents relating to customer operations, 

credit management in banks. The group of quantitative indicators reflects overdue 

debts, bad debts, profitability from credit operation, capital utilization, provision and 

credit loss offset, risk diversification. 

The studies by Nguyen Thi Thu Dong (2012), Le Dang Hoan (2012) and Ha 

Thi Mai Anh (2015) lauched the indicator system for evaluation of credit quality in 

commercial banks in the global integration. The system includes quantitative 

indicators reflecting financial capacity and the safety level of credit activities in 

commercial banks. The qualitative indicators display the credit management 

capability, customers’ satisfaction of credit products.  

According to Nghiem Thi Tha (2014), Nguyen Thi Nhu Thuy (2015), Nguyen 

Duc Tu (2012), Le Thi Huyen Dieu (2007), etc, the issue of credit quality can be 

displayed partly through contents including credit risk management, bad debts 

management, credit efficiency, business performance improvement.  

1.2. Studies of credit quality analysis in commercial banks 

By referring to previous studies, the author finds that the number of studies 

relating to credit quality analysis in commercial banks is very small compared to 

studies of advanced credit quality. The studies relating to credit quality analysis in 

commercial banks generally focus on financial analysis and business performance 

analysis. Nevertheless, it helps the author to understand more about the issue of 

analysis in commercial banks now. There are some studies in this category as follow. 

Le Thi Xuan (2002) showed that the assessment of credit operation is one of the most 

interesting contents in the analysis and evaluation of business performance in 

commercial banks. Nguyen Manh Cuong (2013) stated clearly that the process of 

financial analysis in commercial banks consists of 3 steps: analysis planning, analysis 

implementation, analysis completion. Ho Thi Thu Huong (2012) suggested that the 

credit quality assessment should focus on: (1) debt structures (the way of debt 

classification is similar to its in commercial bank), (2) overdue debt ratio, (3) non-

performing loan (NPL) ratio, (4) debt structure according to time or customers. 

Additionally, there are some studies mentioning the credit quality analysis in 

banks in the world like CAMELS analysis model, Standard & Poor’s (S&P), 
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Moody’s and Fitch, by Judijanto and Khmaladze (2003) in the study of 213 bank 

bankruptcy in Indonesia from 1994 to 1996. 

From mentioned above, the author has understood that it is necessary to 

maintain groups of analysis indicators about credit growth, credit efficiency, safety 

level of credit, credit management capability and borrowers’ satisfaction in order to 

have the credit quality in commercial banks fully analyzed.  

1.3. Conclusion of studies relating to credit quality analysis in commercial banks  

- Firstly, studies of credit quality in commercial banks are showed via credit 

growth, credit efficiency, credit risk, bad debt management in some specific fields 

such as: import-export operations, international payments, loans for small and 

medium enterprises, etc. These issues have been studied in association with socio-

economic situation in the location of banks, or according to the development 

requirement of banks in each particular period.  

- Secondly, almost studies relating to credit quality focus on applying analysis 

indicators to the assessment of credit quality in one or group of banks, with the aim of 

proposing solutions to improve the credit quality rather than care about the process, 

criteria as well as suitable analysis tools. 

- Thirdly, studies relating to the analysis in commercial banks generally focus 

on all the activities such as the financial situation, financial efficiency, business 

efficiency, etc in banks, not refer specifically to credit quality. On the other hand, 

what these studies have in common are that after surveying the current situation of 

using analysis indicators in one or more commercial banks, the authors make 

comments about strengths, weaknesses, then, find the causes and offer solutions 

rather than complete the organization and tools for analysis. Furthermore, in these 

studies, the authors mostly performed only in the form of qualitative research rather 

than quantitative research. Moreover, quantitative method is used just to illustrate the 

qualitative aspect of the analysis content. 

Based on previous studies, the author finds that in Vietnam there has been no 

study in which adequately addresses the analysis process, analysis tools and 

techniques, analysis content of the credit quality in commercial banks and applies the 

credit quality analysis in commercial banks in Bindinh Province yet. Therefore, the 

thesis named "Improving the credit quality analysis in commercial banks in BinhDinh 

Province", which can fill the gap, is very important. For a comprehensive view of 

credit quality in commercial banks, the author has inherited, studied and developed in 

the aspects that have not been concerned before, including: 

- Views about credit in banks and credit quality in banks 

- The organization of analysis; tools and techniques for analysis; analysis 

content of credit quality, which comprises: analyzing the credit growth, credit 

efficiency, safety level of credit, credit management capability and borrowers’ 

satisfaction. 

- Survey the current analysis situation and provide solutions to improving the 

analysis organization, analysis tools and techniques, analysis content of credit quality 
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in commercial banks in BinhDinh Province.  

 
CONCLUSION OF CHAPTER 1 

Through literature review of previous studies in Vietnam and abroad, the 

author understands that study of credit quality analysis is very important in providing 

managers with effective solutions to improving the credit quality. Although there are 

many studies of advanced credit quality, completed analysis, etc, there has been no 

research relating to analysis organization, analysis tools and techniques, analysis 

content of credit quality in commercial banks in general and in commercial banks in 

Binhdinh Province in particular. This research gap will be studied in my thesis in the 

next chapters. 
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Chapter 2 
THE THEORETICAL FRAMEWORK OF                                           

CREDIT QUALITY ANALYSIS IN COMMERCIAL BANKS  
2.1. Credit and credit quality in commercial banks  

2.1.1. Credit in commercial banks  

2.1.1.1. The nature of credit in commercial banks  

The nature of credit operation in commercial banks is the transfer of right to 

use capital from the owner to the user with costs incurred over a certain period.  

2.1.1.2. Credit classification in commercial banks 

- Based on uses of fund: Credit is divided into credit for business loan and 

credit for consumption. 

- Based on term lending: Credit is divided into short-term credit and medium,  

long-term credit 

- Based on forms of guarantee: Credit is divided into credit secured by assets 

and credit secured by non-asset. 

- Based on value: Credit is divided into credit by cash, credit by assets and 

credit by reputation. 

- Based on borrowers: Credit is divided into corporate credit, personal credit 

and credit for financial institutions. 

- Based on form of financing: Credit is divided into lending, financial leasing, 

discounted commercial bills, guarantee.  

2.1.1.3. Characteristics of credit in commercial banks  

The relationship of credit in commercial banks is established based on 5 

striking features as followed: trust, refund, duration, under the supervision of law and 

credit with much potential risk. 

2.1.1.4. Principles of credit in commercial banks  

There are some principles needed to follow to minimize risk, including: using 

loan for the right purpose, paying back the money borrowed and interest on time 

according to previous agreement and under guarantee. 

2.1.1.5. Roles of credit in commercial banks  

- As for bank: Credit operations account for the large proportion in the total 

revenue. Besides, this is the background for banks to attract and develop the network 

of customers. Additionally, thank to the credit operation, commercial banks can 

become the most important financial intermediaries in the economy.   

- As for borrower: Credit provides clients with timely and good quality source 

of capital. Therefore, it not only helps investors to take opportunity for 

entrepreneurship or expand their business but the individual can also afford to cover 

expenditures in order to improve their standard of living.  

- As for the economy: Credit operations in commercial banks help to promote 

the economic growth, provide capital to the rural areas, contribute to the poverty 

reduction and the stability of politics and society. Moreover, it creates the effective 

allocation of financial sources in the economy and promotes the development of key 
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economic zones.  

2.1.2. Credit quality 

Credit quality in commercial banks is a general indicator that reflects the 

growth in scale, effectiveness and safety in credit operation. It also shows the credit 

management capability in banks to achieve goals and meet the demand of customers. 

Credit operations are influenced by many factors like subjective factors from 

the banks and objective ones from clients and macro environment.  

2.2. The analysis of credit quality in commercial banks 

2.2.1. Factors affecting to the analysis of credit quality  

The analysis of credit quality in commercial banks is the combination use of 

analysis tools and techniques in order to to help anyone concerned to evaluate exactly 

the current situation of credit quality in commercial banks and make the right 

decision. Depending on users’ demand, the information provided is concerned in 

different aspects. 

The analysis of credit quality in commercial banks is affected by many factors: 

characteristics of business operation, the quality of data as a basis for analysis, 

qualification and experience of the analyst, system of information technology to 

support the analysis and information from external sources. 

2.2.2. The organization of analysis  

Because commercial bank is regarded as a specific service business, the 

organization of analysis in commercial banks is the same as in normal enterprises 

with specific characteristics of banking. Therefore, to organize the analysis of credit 

quality in commercial banks, there are some steps should be followed: planning, 

implementing and completing the analysis.  

2.2.3. Tools and techniques for analysis  

Analysts can select some tools and techniques for analysis including: using 

absolute value, relative number, average number for comparison; exclusion tool; 

Dupont; SWOT model, etc. 

Which tool or which combination of tools for analysis can be used depends on 

the purpose of analysis, kind of analysis, physical condition and level of users to 

maximize the value of information received. 

2.2.4. Content of analysis 

For the completeness, following content should be considered for the analysis 

of credit quality in commercial banks:  

- Analyze the credit growth: It helps managers and anyone concerned to 

understand the credit growth in banks and assess whether the banks achieve their 

targets or not, or grow with exceeded rate.  

- Analyze the credit efficiency: It helps managers to find whether the capability 

of providing loans is suitable for clients or not, ensure to pay back debts on time, gain 

benefit as well as ensure the existence and sustainable development of banks.  

- Analyze the safety level of credit: Banks consider whether the debts are in the 

range prescribed by the state bank or not and the extent to offset the losses in case the 
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bank is at risk.  

- Analyze the credit management capability: As for the author of thesis, besides 

analyzing the credit growth, the credit efficiency and the safety level of credit, 

analysts should consider the credit management capability because it is the most 

important component affecting the credit quality in commercial banks.  

- Analyze the borrowers’ satisfaction: It is to analyze how the borrowers satisfy 

with credit service in banks. If the clients are satisfied with credit service, they can 

use other services in that bank. Therefore, it creates growth in credit activities and 

other services, bringing more benefit and enhancing the position of banks.   

2.3. Experience in analyzing the credit quality in some commercial banks – 

Lessons for commercial banks in Binhdinh Province  

2.3.1. Some experience in analysis in banks in Vietnam and around the world  

Two banks were selected to study the analysis and gain experience for banks in 

Vietnam including: 

- China Construction Bank (CCB): the second largest credit institution in the 

world and the total value of asset is 2,819 billion US dollars. This is also a bank with 

large scale, long lifetime in banking sector and good reputation in stock market. 

- HSBC (UK): the fourth largest credit institution in the world and the total 

value of asset is 2,669 billion US dollars 

2.3.2. Lessons learned for commercial banks in Binhdinh Province  

The analysis of credit quality is one of contents in financial analysis in 

commercial bank. Hence, considering the organization and process in analysis, credit 

quality analysis is totally the same as financial analysis in commercial banks. From 

this point of view, plus the experience gained from the financial analysis of two 

banks CCB and HSBC, the author thinks that to conduct a comprehensive analysis of 

credit quality and provide managers with useful analytical result, the analysis 

activities of credit quality in commercial banks in Binhdinh Province should be 

organized in a specific process. Also, bank managers should train their staff carefully 

for the analysis, upgrade information technology system, building the system of 

analysis indicators suitable for the characteristics of bank.  

 
CONCLUSION CHAPTER 2 

It can be said that credit operation brings the main profit for commercial banks. 

Increasing the quality of credit will contribute to improving the quality of business 

performance in commercial banks. The analysis of credit quality helps managers to 

assess the reality of credit operation in order to propose effective solutions to the 

improvement of credit quality. Chapter 2 of the thesis clarified following aspects: 

- Credit in commercial banks: To outline the nature of credit operation, roles of 

credit in commercial bank, principles and characteristics of credit in commercial bank 

- Credit quality in commercial banks: To present some perspectives on credit 

quality, factors affecting credit quality in commercial banks 

- The analysis of credit quality in commercial banks: To illustrate some issues 
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relating to the organization of analysis; tools and techniques for analysis; content of 

analysis in commercial banks and factors affecting the analysis of credit quality in 

commercial banks. 

- Some experience in credit quality analysis in banks and lessons learned for 

commercial banks in Binhdinh Province. 

The theoretical basis of credit quality analysis in chapter 2 will be the 

background for author to study about the reality of credit quality analysis and propose 

solutions to the issue of credit quality analysis in commercial banks in Binhdinh 

Province in next chapters. 
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Chapter 3 
RESEARCH METHODOLOGY                                                                    

FOR ANALYZING THE CREDIT QUALITY                                                  
IN COMMERCIAL BANKS IN BINHDINH PROVINCE 

3.1. Research model 

Based on the objectives and research questions, 3 following aspects have been 

considered: (1) Research on the reasoning behind credit quality analysis in 

commercial banks; (2) Research on reality of credit quality analysis in commercial 

banks in Binhdinh Province; (3) Solutions to improving the analysis of credit quality.  

3.2. Research methodology  

3.2.1. Methods and process approach to the thesis 

To get access to the research topic and solve the research questions and 

objectives, 2 methods were combined in the thesis including: quantitative research 

method and qualitative research method.  

3.2.2. Design for research  

3.2.2.1. Sampling  

To collect typical data, 2 groups of subject were selected to study comprising:  

- Group 1: 22 commercial banks in Binhdinh Province where provide 

information about the reality of organization, tools and techniques and content of 

analysis. 

- Group 2: the customers who are currently borrowing money from commercial 

banks in Binhdinh Province. This group will provide information about the necessary 

level of criteria for evaluating the credit quality. 

3.2.2.2. Data collection  

- Source of data: primary data and secondary data 

- Way to collect data: send the questionnaire directly and send the 

questionnaire via Google Docs. 

- The scope of survey to collect data: 2 groups of above subject were surveyed 

from 2011 to 2016. 

- Tools for data collection: available designed questionnaire  

3.2.2.3. Methods for processing and analyzing the data 

- For primary data: The expert method and statistical analysis were used to 

analyze the primary data. To process and analyze the data, the author used some 

analytical tools and tested in SPSS 22.0 software 

- For secondary data: The information was collected not only by commercial 

banks in Binhdinh province but it also came from the final credit report of the State 

bank, Binhdinh province or through the annual reports from the headquarters of 

banks. 

 
 
 
 



11 

 

 

 

CONCLUSION OF CHAPTER 3 
In chapter 3, contents relating to the research methodology selected were 

outlined in detail, including: methods of collecting information, tools for processing 

and analyzing the data collected. To get access to the research topic as well as solve 

research questions and research objectives, the combination of quantitative and 

qualitative research methods was used, which can increase the reliability of the 

analysis and evaluation because there are multiple sources of evidence to create a 

multi-dimensional view on a problem. On the other hand, this combination will make 

the result achieve the objectives better; moreover, it  helps to answer the research 

questions fully, clearly and ensure that the research results gain generalization thanks 

to quantitative method and gain specification by taking into account both qualitative 

method and typical case studies. Thus, the conclusion reached will ensure the 

scientific basis and be more realistic. 
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Chapter 4 
THE REALITY OF CREDIT QUALITY ANALYSIS                                      

IN COMMERCIAL BANKS IN BINHDINH PROVINCE 
4.1. The overview of commercial banks in Binhdinh Province  

4.1.1. History and development  

According to the State Bank of Vietnam, BinhDinh branch, as of December 31, 

2016, there are 24 branches of tier 1 commercial banks in Binhdinh, including 8 state 

credit institutions, 16 joint stock credit institutions. Meanwhile, with the population 

of over 1.5 million people, nearly 4,800 domestic enterprises and over 90 foreign 

enterprises, 6 industrial zones located mainly in Phu Tai and Long My Industrial 

Zone, the establishment of these banks partly meets the needs of financial services of 

individuals and businesses. 

4.1.2. Organizational structure   

As can be seen from the survey that all commercial banks in Binhdinh are tier 

1 bank branches under the Headquarters, so that their organizational structure should 

comply with the regulations of Headquarters. However, basically, the management 

board of banks in the province follows the same pattern, including: Board of 

Directors, divisions corresponding to the functions and tasks assigned. 

4.1.3. Credit process  

Through the survey, most of banks have designed their own credit process, 

which is suitable for the characteristics of business, organizational structure and control 

requirements. Overall, the process of credit at commercial banks in the province 

comprises some basic steps: receiving customers, checking credit records, analyzing 

credit, deciding the amount of money, disbursement, checking after lending, collecting 

debt, liquidating the credit agreement. 

4.1.4. Credit performance  

Some striking achievements from 2011 to 2016: 

- The scale of growth of credit outstanding and capital increased gradually over 

the years.  

- Credit growth trends: Compared with 2010, the growth rate of credit 

outstanding and capital went up considerably.  

- The credit structure is quite plentiful, such as the credit in the field of trade, 

services, agriculture and seafood.  

- Customers: the credit focused on loans to enterprises in the industrial zones, 

retail credit and loans for consumption  

- The scale and the non-performance loan (NPL) ratio of commercial banks in 

the province have begun to decline. 

4.2. The reality of credit quality analysis  

To assess the current situation of credit quality analysis, the author surveyed 22 

commercial banks in Binhdinh Province. All analysis aspects are considered in the 

survey, such as: the organization of analysis, tools and techniques for analysis, 

analysis content.  
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4.2.1. The reality of analysis  

The survey showed that 100% of the commercial banks in Binhdinh province 

are interested in credit quality analysis. However, most of these banks belong to their 

headquarters in HCMC or Hanoi, so the organization of analysis has not been made 

carefully and no preparation in advance. Additionally, the analysis is still sketchy and 

the analytical reports do not cover full information. Therefore, the effectiveness of 

the analysis and information provided is not high; the usefulness and importance of 

analysis tools are not discovered effectively in general and in credit quality analysis 

in particular for managers and others. 

4.2.2. The reality of using tools and techniques for analysis 

Through the survey, there are 22 commercial banks using comparison tool, 18 

commercial banks using graph. Other analysis tools like exclusion tool, SWOT, etc 

are not applied in any banks. 

About the comparison tool, there are 22 commercial banks applying 

comparison techniques by the absolute and simple relative number; other techniques 

such as comparison by the moveable relative number, or the average are not used.  

The criteria are calculated and compared between the current period and 

previous period, the implemented period and plan, or compared with current 

regulations of the state bank (for example: credit growth, the NPL ratio ...) in order to 

conclude that whether the credit quality rises or falls. The comparison tools are 

commonly used since it is suitable for the requirement of enterprises and easy for 

anyone concerned to calculate quickly, save time, and provide relatively accurate 

results. 

4.2.3. The reality of analysis content   

As can be seen from the survey that analysts focus on analyzing the credit 

growth, credit efficiency and safety level of credit. Other contents like the credit 

management capability and borrowers’ satisfaction are not analyzed. The criteria for 

analysis are too sketchy, not enough to provide managers and anyone concerned with 

useful information. 

4.2.3.1. Analysis of credit growth  

Through survey, there are 100% of commercial banks in Binhdinh analyzing 

the credit growth by year period.  

- About tools for analysis: 100% of commercial banks using comparison tools 

by the absolute and simple relative number.  

- About way of comparison: they compare the criteria between the 

implementation and planning period to assess whether the plan has been reached or 

not; or compare this year to last year. Data for the analysis is taken according to the 

average or at the time.  

Beside comparison tool, some banks use the graphs to illustrate the content of 

analysis. The criteria used include credit outstanding and loan revenue or the number 

of customers increasing, not using the criteria of the growth rate of credit outstanding 

or the growth rate of loan revenue. Additionally, they use indicator called the 
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percentage of credit outstanding over time, economic sectors, credit products, etc to 

determine the structure of debt outstanding. 

4.2.3.2. Analysis of credit efficiency  

Through survey, there were 100% of commercial banks in Binhdinh analyzing 

the credit efficiency by year period.  

- About tools for analysis: they only use comparison tool, which is mainly the 

comparison between current period and previous one. However, there are also some 

banks just listing numbers without comparison.  

- About criteria for analyzing: they use indicators about the efficiency of using 

credit, rate of return from credit operations. Some joint stock commercial banks just 

list the revenue from debt collection, credit profit by year and then calculate the 

difference. 

4.2.3.3. Analysis of safety level of credit  

There are 100% of commercial banks in Binhdinh analyzing the safety level of 

credit by year period. These data are arranged in period and compared between the 

current period and the previous one or between the implementation period and 

planning period. 

As for state commercial banks: the indicator “the proportion of bad debts” is 

used to analyze the safety level of credit. Data is presented by year and calculated on 

the average.  

As for joint stock commercial banks: the indicator “bad debt” is used to 

analyze the safety level in credit operation. However, the indicator is just listed 

instead of comparison.  

4.2.3.4. Analysis of credit management capability 

Through the survey, there are 100% of commercial banks not conducting the 

analysis of credit management capability in their branch. When being asked about the 

reason, they said that they did not have enough time and personnel to do it.  

4.2.4. Commenting on the necessary of criteria for analysis of credit quality, 

according to the view of commercial banks in Binhdinh province  

In addition to surveying the current situation of credit quality analysis at 

commercial banks in Binhdinh province in recent years, the author has conducted a 

survey of the extent of the necessary of criteria for analysis of credit quality. The 

survey was done from the viewpoint of these banks, in order to strengthen the basis 

for making the effective solutions to the credit quality analysis. 

4.3. Assessment of current situation of credit quality analysis at commercial 

banks in Binhdinh Province  

4.3.1. Some achievements  

- About the organization of analysis: 

With the survey results of 100% of commercial banks in Binhdinh province 

has conducted the credit quality analysis, which proves that they are interested in this 

work. On the other hand, the work of credit quality analysis was involved by Head of 

Credit, so the process was easier and quicker. In addition, they exploited and used 
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many sources of information from the internal system, from other divisions in their 

firm, from Credit Information Center (CIC) to analyze the credit quality. 

- About tools and techniques for analysis: 

If the analysts choose the appropriate tools and techniques for analysis, it will 

greatly affect the quality of the information provided. In fact, the main analysis tools 

used in credit quality analysis in commercial banks in Binhdinh province is 

comparison tools. This is a simple tools, and easy to use, which can ensure the high 

accuracy and fast pace. Some other banks also use graphs to illustrate further 

analytical results, which makes the readers find it easy to understand and have an 

intuitive awareness. 

- About analysis content: 

Through fieldwork at commercial banks in Binhdinh province, basically, 

analysts have focused following contents: credit growth, credit efficiency and safety 

level of credit. These contents provided partly what bank managers, the Headquarters 

and State bank have concerned. 

4.3.2. Some drawbacks 

- About the organization of analysis: 

The process of credit quality analysis at commercial banks in Binhdinh 

province was not organized scientifically and detailed; moreover, the content of 

analysis was still sketchy. Therefore, the efficiency of the analysis and the quality of 

information are not high enough to provide managers and others.  

- About tools and techniques for analysis: 

Through the survey, almost commercial banks in Binhdinh province used 

comparison tools by the absolute and simple relative numbers, which brings some 

drawbacks. The information obtained is only a conclusion of the variation in the scale 

of criteria, that we cannot see the trend in movement and rhythm of growth of these 

criteria in a certain time period or the nature of the issues need to be analyzed.  

The comparison was just used in the internal scope of the branch, which had no 

comparison with other branches to see their situation. The analysts have not identified 

causes and factors affecting the analysis indicators yet, as well as the influence of 

factors. Therefore, it affected the finding of primary causes and thus affected the 

process of decision making and plans of managers. 

- About analysis content: 

In terms of the level of necessary of criteria for credit quality analysis, there are 

some indicators regarded as important, even very essential; but when the analysts 

conducted the analysis, they only used a few popular indicators.  

The survey also shows that there is a difference between the number of 

indicators for analysis used in the state commercial banks and non-state commercial 

banks. For state commercial banks, they use more criteria for analysis, while in non-

state commercial banks, especially for small-scale commercial banks, the uses of 

these indicators are very limited. 

The criteria used only include quantitative indicators showing the results of 
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credit operations (credit growth, credit efficiency and safety level of credit) without 

consideration for qualitative indicators in order to analyze, evaluate the credit 

management capacity r the borrowers’ satisfaction. 

4.3.3. Reasons 

- Characteristics of the management board in bank: Because of being the tier 1 

bank branch, so the analysis at commercial banks in Binhdinh province just focuses 

on providing information for branch manager, rather than support in making 

management decisions. The work of analysis is performed only when being required 

and without the responsibility of specialized personnel, so it lacks of professionalism. 

Besides, the tenure of a manager at commercial banks in the province are 

usually short (about 5 years), so they tend to care how to reach the credit growth 

target set, rather than think of analysis activities in the bank.  

On the other hand, the capacity of managers at these banks is gradually 

improved, they do not really care about the analytical work in the bank. They see the 

analysis as a task belonging to the headquarters, and the responsibility of the branch 

is just summarizing and reporting data. 

- The system of criteria for credit quality analysis: Now, the State Bank has not 

given a standard system of criteria for credit quality analysis yet. They did not 

calculate and report the standard financial index (except for fixed criteria for ensuring 

the safety in the banking business) in order to provide commercial banks with the 

identification and basis for implementation. Therefore, there is no consistence among 

banks in using criteria for analysis.  

- Awareness of the analytical work of managers: Because the work of analysis 

is not considered being important in the bank, so it has not complied with the analysis 

process and the content as well. Considering the number of indicators for analysis in 

the state commercial banks, it is somewhat more than the number in the joint stock 

commercial banks  

- Requirement of providing information: Due to the regular and repeated 

demand for information from the state bank and headquarters, the number of monthly 

reports is high which takes employees too much time. Meanwhile, the main task of 

the tier 1 branch is how to achieve the proposed plan. So it is really difficult for banks 

to carry on a good analysis. 

- Law and regulations in the State bank: The system of law and regulations for 

banking sector changes usually. Additionally, there is a tendency of merger among 

banks, so the work of hand-over documents before and after the merger has affected 

the analysis considerably in banks. 

- Capacity of credit officers: Most of credit officers in commercial banks in 

author’s province have not been equipped with knowledge of analyzing, so the 

analysis work just focuses on listing and comparing the current period and the 

previous one, rather than considering factors affecting. In some cases, the analysts 

still do not understand the meaning of criteria, how to select source of information 

and data for calculating.  
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- Facilities and infrastructure: Some banks (especially small-size commercial 

banks) are not yet fully equipped with facilities, so the work of data collection and 

data processing is limited which affect the quality of analysis. 

 

CONCLUSION OF CHAPTER 4 
The analysis of credit quality plays a very important role not only for the State 

bank and the headquarters but also for the branches in Binhdinh province. Therefore, 

the study of current situation in order to provide suitable solutions, in the author’s 

opinion, is totally necessary. The chapter 4 includes following content:  

- The introduction of the system of commercial banks in Binhdinh province, 

which presents the history of commercial banks in general and the system of 

commercial banks in Binhdinh province in particular. In addition, the author analyzed 

the characteristics of organizational structure of management, characteristics of credit 

operations of commercial banks in Binhdinh province, which affect the analysis of 

credit quality.  

- The current situation of credit quality analysis in 22 commercial banks in 

Binhdinh province through surveying following content: the organization of analysis; 

tools and techniques for analysis; contents of analysis; moreover, the author stated the 

necessary level of these criteria. On this basis, the author made judgment about what 

have done and not done in the credit operations at commercial banks in Binhdinh 

province. 

Therefore, in chapter 4, the author provided a real picture of credit quality 

analysis, as well as the situation of credit quality analysis at commercial banks in 

Binhdinh province. This will help the author to offer some effective solutions to the 

credit quality analysis in these banks.  
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Chapter 5 
SOLUTION TO THE ISSUE OF                                                     

IMPROVING THE ANALYSIS OF CREDIT QUALITY                                                        
AT COMMERCIAL BANKS IN BINHDINH PROVINCE  

5.1. Orientation towards development and perspective on improving the credit 

quality analysis at commercial banks in Binhdinh province in the global 

integration  

5.1.1. Orientation towards the development of credit operations  

In the next stages, the development of credit operations of commercial banks in 

Binhdinh province will follow these patterns:  

- Continue to implement solutions to capital attraction and credit extension in 

parallel with the safety and efficiency; 

- Continue to promote the development of customer network at the target 

market areas of each bank through the marketing campaign of existing products; 

adjust a suitable credit structure, in line with the orientation to socio-economic 

development in the province; 

- Improve and innovate the process of delivering products and services in 

banks; increase the amount of information provided and guidance about the products 

and services in bank to improve the quality of services, meet the requirements of 

individual and organizations of products and services in bank; 

- Actively coordinate with relevant agencies in building and improving the 

system of credit policy as stipulated by the government, in order to promptly solve 

difficulties and problems in credit activity; 

- Strictly control risk in credit operation; reduce NPL ratio and not exceed the 

regulations of the State bank; 

- Improve the process of credit; besides, enhance the application and take 

advantage of information technology to simplify procedures, thereby meeting 

customers’ requirements as fast as possible; 

- Enhance the training for credit officers and managers. 

 5.1.2. Perspective in improving  

Based on the assessment of the current situation of credit quality analysis in 

commercial banks in Binhdinh province, the author provides some perspectives on 

the solution to improving the credit quality analysis including:  

- Comprehensive perspective: The analysis of credit quality provides users 

with information of results and management capacity of credit operations in banks in 

order to meet the demand of economic development, limit risks, ensure safety and 

operate efficiently. To meet the different needs of information, the comprehensive 

solutions should mention all aspects of credit operation in commercial banks. 

- Consistent perspective: In addition to providing a full range of information 

about aspects of credit operations, when conducting the analysis of credit quality and 

reporting the analysis results, the analysts should ensure the information provided 

must be consistent with the characteristics of banking activities and the demand for 
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information of users. Therefore, the solution offered should also be appropriate and 

consistent. 

- Feasible viewpoint: To make the analysis of credit quality at commercial 

banks in Binhdinh province be processed carefully, fully demonstrate the role and 

meaning of analytical tools in commercial banks, there are many solutions offered. 

However, the selection of solutions should be under the feasible viewpoints, which is: 

solutions should be realistic, both headquarters and branches can totally apply and not 

cost too much. 

5.2. Some effective solutions to the issue of improving the credit quality analysis 

at commercial banks in Binhdinh Province  

5.2.1. About the organization of analysis  

Improving the organization of analysis is to improve these stages: analysis 

planning, analysis implementation and analysis completion in order to provide a 

standard process of credit quality analysis for commercial banks in Binhdinh 

province.  

5.3.2. About tools and techniques for analysis   

- Improve the comparison tool, which is applying the comparison by using 

movable relative number with fixed origin, the continuous number and the average. 

- Apply exclusion tool to determine the influence of these factors to analysis 

indicators  

- Apply SWOT to analyze strengths (S), weaknesses (W), opportunities (O) 

and threats (T) in bank.  

5.3.3. About the content of analysis  

5.2.3.1. About the analysis of credit growth  

- Add an indicator: the growth rate of credit outstanding  

- Add analysis content: the trend and rhythm in credit growth; the consistence 

between the growth in credit outstanding and the growth in capital attraction.  

5.2.3.2. About the analysis of credit efficiency: add 3 indicators 

- Rate of debt collection  

- Credit turnover  

- Rate of return from credit operation 

5.2.3.3. About the safety level of credit: add 3 indicators 

- Proportion of outstanding loans with collateral 

- Credit Risk Score 

- The percentage of credit risk provision 

5.2.3.4. About the credit management capacity: add some quantitative indicators in 

type of non-financial ones 

- Customer service index 

- Customer satisfaction index 

- The percentage of loans not accepted 

- Rate of developing new customers 

- Rate of returning from old customers 
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- Rate of satisfied customers 

5.2.3.5. About the borrowers’ satisfaction  

After collecting data from 105 customers at SeABank, Binhdinh branch and 

processing data by SPSS software, the author suggests that 19 following indicators 

should be added to assess the quality of credit service from the customers’ viewpoint.  

Table 5.10: The system of criteria to assess the quality of credit service – 

through the experience of customers in SeABank, Binhdinh branch. 

Criteria Criteria 

The response from bank  

1. The value of loan can satisfy 

customers’ need. 

2. Duration of loan can meet customers’ 

demand. 

3. Time for processing loan application is 

quick. 

Banking service  

4. Good customer service  

5. Attractive lending interest rate  

6. Bank officers should be friendly and 

hospitable.  

7. Time for disbursement period is quick.  

Reliability 

8. Bank officers should have the 

professional working style. 

9. Banks should increase chances to 

establish the relationship between 

customers and banks easily.  

10. Simple loan procedures 

11. Modern facilities and infrastructure  

The convenience of bank 

12. Points for banking transactions 

need to be convenient. 

13. Working hours of banks should be 

convenient. 

14. Customers’ information should be 

secured by banks. 

The consultant and support from 

bank  

15. Bank officers should advise 

customers to choose the most suitable 

loan product. 

16. Bank officers should advise 

customers of business opportunities. 

17. Loan product range should be 

diversified and plentiful. 

18. Banks should assist clients to 

overcome difficulties. 

19. Bank officers should support 

clients to process loan application and 

other documents. 

  

(Source: The summary by using analytical result in SPSS) 

5.3. Requirements to implement the solutions  

Improving the analysis of credit quality at commercial banks in Binhdinh 

province as well as providing useful and transparent information for the State bank, 

Headquarters, branch managers plays a very important role now. Especially we are 

now facing the urgent problem of bad debts at banks, so this analysis is more 

necessary. In addition, improving the credit quality analysis also provides managers 

with useful tools for bank management, help banks to operate efficiently and gain the 

sustainable development. However, the State bank, headquarter and branch banks 

should take advantage of solution to promote its effectiveness.  
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CONCLUSION OF CHAPTER 5 
With strategy and orientation towards developing credit operations in banking 

sector in general and in Binhdinh province in particular over the next few years, and 

the viewpoints on improving, the author has proposed some solutions to the analysis 

of credit quality, including: the organization of analysis; tools and techniques for 

analysis; the content of analysis. Solutions offered will help to make the credit quality 

analysis at commercial banks in Binhdinh province better; consequently, providing 

more useful information for managers in commercial banks in the province, 

headquarters, the State bank and anyone concerned. However, to get the best results, 

it needs to receive the considerable effort from commercial banks themselves and the 

support from the State bank and headquarters. 
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GENERAL CONCLUSION 
Increasing the quality of credit is always the important target of commercial 

banks in general and commercial banks in Binhdinh province in particular. To 

contribute to increase the quality of credit, the managers’ decision should be based on 

the analysis. Therefore, it is necessary to improve the analysis of credit quality to 

provide bank managers with useful information. From this requirement, the author 

has studied and gained some outstanding achievements in the thesis:   

- Scientific contribution from the thesis: 

+ About the theory:  The thesis clarified the theoretical background of credit 

quality and credit quality analysis in commercial banks. At the same time, the thesis 

showed the system of criteria for credit quality analysis including quantitative and 

qualitative indicators in order to analyze following contents: credit growth, credit 

efficiency, the safety level of credit, credit management capability and borrowers’ 

satisfaction.  

+ About the practice: The author surveyed the current situation of credit quality 

analysis in 22 commercial banks in Binhdinh province and gained some main 

achievements:  

  The author studied and clarified some specific characteristics of business 

operations and organizational structure of commercial banks in Binhdinh province, 

which affect the analysis of credit quality   

  The author analyzed and evaluated the current situation of credit quality 

analysis in 22 commercial banks in Binhdinh province; additionally, clarified some 

drawbacks in the analysis of credit quality in aspects including: the awareness, the 

organization of analysis, tools and techniques for analysis and the content of analysis. 

It can be seen clearly in the thesis that the credit quality analysis has not been focused 

at commercial banks in Binhdinh province, tools and content of analysis are still 

sketchy, the work of analysis and calculation is too simple to provide information and 

effective solutions. The author also analyzed the causes of these drawbacks in the 

thesis.  

  Based on the assessment of the current situation of credit quality analysis at 

commercial banks in Binhdinh province, the author suggested 3 groups of solutions 

to improving the credit quality analysis; consequently, increase the quality of credit 

and enhance the development of banking sector. 3 groups of solutions are: Improving 

the organization of analysis, improving tools and techniques for analysis, improving 

the content of analysis.  

Requirements for implementing the solutions:  

(1) The State bank should issue, add or amend some guidance in the field of 

credit operations, disclosure the information system as well as strengthen the work of 

inspection, monitoring and evaluation of activities, particularly credit activities of 

banks. 
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(2) Headquarters should introduce regulations on the form of credit reports, 

maintaining the consistence among branches in the process of providing information 

and building a system of regular assessment for branches within its banking system. 

(3) And commercial banks in Binhdinh province should meet certain 

conditions, such as raising the awareness of analysis operations and capacity of 

personnel for analysis, investing facilities and infrastructure into serving analysis 

activities.  

+ In terms of practical application: The author has proposed some effective 

solutions to improve the analysis of credit quality in accordance with the 

characteristics of business operation and organizational structure of commercial 

banks in Binhdinh province. 

- Some drawbacks: 

Besides the above achievement, the weakness in the thesis, which is also the 

limitation, is that the author just conducted the survey at commercial banks in 

Binhdinh province, meanwhile these banks are tier 1 bank branch 1 of the 

headquarters located in Hanoi and HCMC. Therefore, the application of solutions to 

the credit quality analysis, especially the system of criteria for analysis needs to be 

considered and adjusted suitably.  

The criteria system for analysis of credit quality from the viewpoint of 

customers was also mentioned in the thesis; however, this issue is quite complicated 

and depends on customers’ viewpoint. Thus, it was not investigated in the thesis.  

Furthermore, because banking sector is a quite sensitive field, adding that 

banks in the province is only the branch, so their financial statements are not usually 

published so it is very difficult to get access to the secondary data.  

Although the survey focused on commercial banks in Binhdinh province, but 

due to many reasons, the author can only collect a full analysis report of credit quality 

of 3 banks among the 22 banks involved. Therefore, despite the effort in describing 

fully the analysis of credit quality at commercial banks, but certainly, there are still 

many deficiencies. 

Due to the nature of commercial banks in Vietnam in general and in Binhdinh 

province in particular, they are not really interested in the task of analysis, especially 

analysis of credit quality. Therefore, the application of criteria for analyzing the 

credit quality and credit management was not really interested. On the other hand, the 

inability to carry out testing the response of those surveyed also affected significantly 

the survey results. This is simply because the survey was conducted by many types of 

participant including managers, credit officers and borrowers, which is subjective and 

depends heavily on the perception of the respondents. As a result, it has considerable 

influence on the quality of the thesis. 

- Further research related to the topic:  

From the drawbacks of the thesis, according to the author, further studies on 
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the analysis of credit quality at commercial banks should be extended to the larger 

scope of survey, which is commercial banks in Vietnam and increase the sample size 

in the survey to improve the analysis of credit quality, especially at commercial banks 

in Vietnam.  

In addition, further studies should be focused on investigating and building the 

system of criteria for credit quality analysis in type of qualitative indicators, 

quantitative indicators (non-financial) in order to analyze the credit management 

capability, customers’ satisfaction, the level of contribution to the economy, etc. 
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