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ABSTRACT 

The aim of this study is to figure out the meanings of weighted beta index in bank 

sector and beta determinants of Vietcombank -VCB during pre-low (L) inflation 

period 2011-2016.   

In reality Vietcombank has gained many achievements but also there are certain 

weaknesses. Hung and Liu (2005) tested the volatility of airline betas in the capital 

asset pricing and three-factor pricing models, as well as exploring the potential 

factors affecting their values. While Fama and Frech (2004) suggest to add firm size 

into traditional formula of beta CAPM. 

 The study results tell us that Market risk can increased and This may be caused by the  

increase in lending rate and decrease in both CPI and G (from our regression OLS). 

Therefore, governmental agencies need to reduce lending rate and increase GDP 

growth and not decreasing much CPI. 

 

 Key words: pre-low inflation, bank sustainability, Vietnam banks, beta CAPM, economic 

development 

JEL: M21, G30, G32, G38 

 

1.Introduction 

First, we recognize the importance of digital technology in banking also increase to a 

new level in recent years. 
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Once again, Fama and French (2004) confirmed that beta CAPM, developed by 

Sharpe (1964) and Lintner (1965) had wide applications in evaluating performance of 

managed portfolios.  

Next, We emphasize that the role of new concept of bank sustainable development or 

banking sustainability in relation to risk management approach. 

And the below chart 1 show us that beta VCB is little higher than weighted beta 

index. 

Chart 1 - Movement of beta VCB and weighted beta 

 

(source: authors calculation and stock exchange) 

Research question: 

What are beta determinants and comparison effects on weighted beta index with beta 

CAPM of Vietcombank - VCB? 

  

2. Literature review 

 

First, Melicher (1974) said that Research in portfolio management area and capital 

markets led to development of a market risk fundamental concept. 

Then, We summarize previous studies as follows: 

Table 1 – Summary of previous studies 

Authors Year Contents, results 

Hung and Liu 2005 The beta value, an indicator of 

systematic risk, is used to estimate 

the costs of equity and the evaluation 

of a stock's reasonable price. It is 

useful to airlines because their capital 

assets and operations are relatively 
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sensitive to systematic risks. To 

obtain better estimates, it is useful to 

identify the causes for fluctuations in 

beta values. This  The findings 

suggest that airline betas are volatile 

over time and that crashes and stock 

market trends may also impact them. 

The business cycle, operating and 

financial leverage, and capital 

structure all positively influence the 

sample airlines’ betas as well. The 

effects of return on equity on betas 

are negative, and liquidity might also 

affect betas. 

Karim, A.J 2011 Management Information Systems 

(MIS) is the key factor to facilitate 

and attain efficient decision making 

in an organization. 

Blanco 2012  tests the American NYSE market, 

the expected returns of a portfolios 

selection according to the CAPM and 

Fama and French Three Factor 

Model. The portfolios have been 

constructed according to the size and 

BV/MV.Empirical results point out 

that Fama and French Three Factor 

Model is better than CAPM 

according to the goal of explaining 

the expected returns of the portfolios 

Satrio  2015 Relationship between expected 

return, the size of the firm, and the 

firm's value empirically tested in this 

study, with testing in developing 

countries, namely the Indonesian 

capital market. This study seeks to 

test the CAPM model that proposed 

by Sharpe (1964), Lintner (1965), 

Mossin (1966), and three-factor 

model of Fama and French (1993). 

The results showed that CAPM is 

alive and well, and the three-factor 

model is a powerful model for 

explaining the stock returns in 

Indonesia and provide a better 

explanation. 

Huy, D.T.N, Loan, 2020 Suggest build risk model under 
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B.T.T, & Anh, P.T macro effects for Vietcombank stock 

price in Vietnam 

Gupta 2019 In various areas of bank functions 

including finance, HR, etc. IS - 

information system roles are 

important to serve for client relation. 

Grabowska and 

Orlowski 

2020 market risk should play a stronger 

role in macroeconomic modeling and 

forecasting than it has been 

recognized thus far in the literature 

 

3. Methodology 

Method and Data 

This study mainly use combination of quantitative methods and qualitative methods 

including synthesis, inductive and explanatory methods.   

For quantitative analysis, the study is supported with OLS regression. 

All internet data such as stock price, exchange rate, inflation, GDP growth, risk free 

rate we take from reliable internet data sources , esp. from website of State Bank of 

Vietnam, Bureau of Statistics, Ministry of Finance, banks, etc. 

 Looking at statistics below, we see: 

- We experience standard dev get highest values in case of exchange rate and SP500 

(figure 1) 

- We experience Correlation b.t  trade balance and weighted beta higher than that 

between beta and SP500 (figure 2) 

- Highest values of standard deviation belong to: VNIndex (figure 3) 

- Correlation between IM and beta VCB lower than that between beta and R 

(figure 4) 

Figure 1- VCB and external descriptive 

 

(source: author calculation and stock exchange) 

Figure 2- VCB and external correlation 
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(source: author calculation and stock exchange) 

Figure 3- VCB and internal descriptive 

 

 

(source: author calculation and stock exchange) 

 

Figure 4- VCB and internal correlation 

 

(source: author calculation and stock exchange) 

Figure 5- weighted beta and external descriptive 
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(source: author calculation and stock exchange) 

Figure 6- weighted beta and external correlation 

 

 

(source: author calculation and stock exchange) 

Figure 7- weighted beta and internal descriptive 

 

 

(source: author calculation and stock exchange) 

Figure 8- weighted beta and internal correlation 

 

 

 (source: author calculation and stock exchange) 

4.Main results 

4.1 Overall results 

As seeing in below charts, we find that: 

- Between CPI and beta: there is negative relation (chart 2) 

- Between lending rate and beta : there are positive relation in case weighted beta, but 

negative in case beta VCB(chart 1) 

- Between VNIndex and beta: there is also positive relation (chart 3) 

 

Chart 2 - R and two betas estimated 
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(source: author calculation and stock exchange) 

 

Chart 3 - CPI and two betas estimated 

 
 

(source: author calculation and stock exchange) 

 

Chart 4 - VNIndex and two betas estimated 
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(source: author calculation and stock exchange) 

  

4.2 OLS Regression results 

In below section, we have result of OLS for 1 factor and see that: 

- because coefficient calculated of -8.01, CPI and weighted beta 2011-16 has negative 

correlation (see figure 9)   

- because coefficient calculated of 1.16, R and weighted beta 2011-16 has positive correlation 

(see figure 10)  

- because coefficient calculated of 0.003, IM and weighted beta 2011-16 has positive 

correlation (see figure 11) 

  

Figure 9  - OLS for CPI 

 

Weighted beta 11-16 

 

(source: author calculation and stock exchange) 
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Figure 10  - OLS for R 

 

 

(source: author calculation and stock exchange) 

Figure 11  - OLS for IM 

 

(source: author calculation and stock exchange) 

Next, we run OLS as follows: 

Table 2 - OLS for external variables pre-L inflation 2011-2016 period 

 Coefficients 

 Weighted beta 

index 2011-20 

Weighted beta 

index 2011-16 

Beta VCB 

Exchange rate 0.00022 0.0002 8.39E 

SP500 5.11E 0.001 0.00072 

Trade balance 0.00026 0.0009 0.00070 
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SER 0.59 0.56 0.55 

Akaike info 

criteria 

1.98 1.97 1.92 

 

(source: authors calculation and stock exchange) 

 

Table 3 - OLS for internal variables 2011-16 period 

 Coefficients 

 Weighted beta 

index 2011-20 

Weighted beta 

index 2011-16 

Beta VCB 

CPI -9.07 -5.7 -8.9 

G 7.8 -24.2 -21.7 

IM 0.004 0.009 -0.0003 

R 7.3 10.02 4.1 

Rf -4.2 10.1 -0.5 

VNIndex 0.0003 0.002 -0.001 

C -0.78 -1.02 3.07 

R-squared 0.62 0.72 0.61 

SER 0.44 0.53 0.51 

Akaike info 

criteria 

1.5 1.86 1.8 

 

(source: authors calculation and stock exchange) 

 

  4. Discussion 

During pre – L inflation: 

In case of internal elements we find out: GDP growth and CPI have  egative correlation with 

weighted beta and beta VCB 2011-2016, while R - lending rate has positive correlation with 

both beta.   

Moreover, the coefficients for CPI, G and R are higher in 2011-2016. 

In case of external variables we figure out: trade balance and SP500 and exchange rate, all 

factors have positive correlation with weighted beta index as well as beta VCB. Thats happen 

during post –L inflation stage. 

 Additionally, the coefficients for SP500 and beta VCB and weighted beta is higher in 

2011-2016. 

 

5. Conclusion 

Rostov (1960) mentioned quality of economic growth include series of continuing 

stages in which each country has passed. And researches has mentioned limitations 

for process of economic growth as well as inequalities in using resources. 
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In the scope of this study, we will keep bank sustainability for economic growth, if 

we can have better risk management with below suggested policies: 

Market risk can increased and This may be caused by the  increase in lending rate and 

decrease in both CPI and G (from our table 2 and 3). 

Therefore, governmental agencies need to reduce lending rate and increase GDP 

growth and not decreasing much CPI. 

Finally, Huy, D.T.N (2015) stated that we need to apply corporate governance 

standards such as Limited South Asian corporate governance model into corporations 

to reduce and control risk better. 

 

Limitation of research 

We can expand our research model for other industries and other markets. 
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