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Abstract: We conduct this research in order to measure effects of inter factors such as cost of interest, operating cost, lending 

rate, interest revenue , etc. on a key internal factor, that is accounting net profit of the firm. 

This study use both quantitative analysis method with OLS regression (Eview) and with statistic analysis, and qualitative 

analysis including synthesis and inductive methods. 

The research findings tell us that in order to increase accounting net profit, the bank will better manage costs and have cost 

planning effectively and better manage interest cost (going down)which will drive its profitability. 

Besides, this study also give out recommendations for enhancing business results and operation results of a typical Vietnam  

bank, CTG (Vietinbank) in future and give out directions or implications for socio-economic policies. 
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1. Introduction 

 

Rudhani (2016) stated that based on the literature review, a crucial internal factor on the profitability of banks 

in Kosovo was deemed: the repayment of assets (ROA) as a measure of profitability influenced by other 

independent variables, such as: bank size, capital adequacy, loan and liquidity risk. The aim of this study is to 

investigate the empirical relation between internal factors determining bank profitability and profitability as a 

dependent variable. The empirical analysis is based on the data of commercial banks in Kosovo published in the 

period 2010-2014. The data were analysed with SPSS 21 version, and the hypotheses were tested by means of 

correlation and linear regression. The findings of the study proved that commercial banks in Kosovo could enlarge 

their profitability by increasing the level of bank loaning and other investments, except for managing risk and 

liquidity properly. 

 

In addition, Cuong, D.P et al (2018) found out firms’ financial performance are positively affected by the firms’ 

size, capital structure, capitalization expenditure, and accounts receivable management. The research results also 

reflect positive relation between firms’ financial performance and business risk. Upon the research results we 

recommend that the changes should be focus on improving policies about capitalization expenditure; reasonable 

capital structure and management of inventories. 

 

Next, in Vietnam, we recognize the importance of banking operation in recent years bring very good business 

results not only for banks but also for various business sectors. 

 

Vietinbank is a big listed bank in Vietnam which contributed very much to bank system and economic 

activities.From a unit that has to rent an office, with a small network, until now, VietinBank has a system of Head 

Office, 7 subsidiaries, 155 branches and nearly 1,000 transaction offices nationwide. In the international market, 

VietinBank integrates strongly with the presence of 2 branches in the Federal Republic of Germany, 1 subsidiary 

bank with 100% capital in Lao PDR and 1 representative office in Myanmar. From an asset scale of only VND 

718 billion in the early days of its establishment, by the end of 2017, VietinBank's total assets had reached VND 

1.1 million billion, an increase of 1,500 times and affirming its leading position in the banking system. Vietnam 

row. 

 

VietinBank's credit balance by the end of 2017 reached VND 840 trillion, 1,400 times higher than the day it 

was established. Profit before tax grew continuously with an average annual growth rate of 22%, of which the total 

profit before tax in the period 2013 - 2017 reached more than VND 40 trillion, an increase of 1.5 times compared 

to the period 5. previous year (2008 - 2012). In 30 years of operation, with a total contribution of nearly VND 

37,000 billion to the State Budget and more than VND 7,000 billion for charity and social security, VietinBank 

has been a bank for many consecutive years in the Top 10 Enterprises contributing to the Bank. the highest State 
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policy, establishing a deep imprint in the community, contributing to the Party and State to implement hunger 

eradication and poverty reduction quickly and sustainably nationwide (source: tinnhanhchungkhoan.vn, access 

date 29/5/2021). 

 

 
Chart 1. Variation of operating cost/ interest income ratio of Vietinbank 2011-2020 

 

 
Chart 2. Variation of ROA and ROE of Vietinbank 2011-2020 

 

All internet data such as cost of interest, income, net profit, lending rate we take from reliable internet data 

sources, esp. from website of banks, stock exchange reports. 

 

We recognize from above charts with all data from reliable internet sources (mentioned above) that: 

 

• ROA of Vietinbank increased in beginning years 2011 and 2012 (1.2-1.4%) and reduce till 2018 (lowest 

ratio 0.5%) then increased till 2020 (1%). 
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• ROE of Vietinbank also goes down in 2018 (8%) and increased again in 2020 (16.1%). 

• Operating cost/ Interest income ratio moved in different path: increased to highest points in 2014-2016 

period (23%-24%), then go down in 2020 (19.2%). 

 

Our study organized with introduction, literature review, method and data, main results, discussion, conclusion 

and policy implications. 

 

2. Literature Review 

 

First, Trivelas and Satouridis (2013) stated that  in Greece a) the externally focused Management Information 

System (MIS) effectiveness archetypes (OS, RM) reflecting innovation, creativity, goal setting and planning 

enhance task productivity b) the Internal process (IP) model of MIS effectiveness influences negatively task 

productivity. 

 

And Karim (2011) specified that Management Information Systems (MIS) is the key factor to facilitate and 

attain efficient decision making in an organization. 

 

Arasu et al (2014) found the Internet has revolutionized services across institutions. The Banking sector has 

registered significant change in the quality of service owing to the bandwidth of information flow ensuring greater 

customer-satisfaction. This has also brought into perspective the security environment within which information 

flow takes place. 

 

Almazari (2014) found that there is a significant positive correlation between ROA of Saudi banks with TEA 

(Total equity to asset), TIA and LQR (Liquidity risk) variables, as well as a negative correlation with NCA, CDR 

(deposit ratio), CIR and SZE variables. Meanwhile, there is a significant positive correlation between ROA of 

Jordanian banks with LQR, NCA, TEA and CDR variables, also there is a negative correlation of return on assets 

with CIR (cost income ratio), TIA and SZE. 

 

Then Haliti et al (2016) stated data with SPSS 21 version, and the hypotheses were tested by means of 

correlation and linear regression. The findings of the study proved that commercial banks in Kosovo could enlarge 

their profitability by increasing the level of bank loaning and other investments, except for managing risk and 

liquidity properly. 

 

Last but not least, Huy, D.T.N et al (2020) measure effects of external factors on bank stock price in case of a 

big listed bank in Vietnam - Vietcombank which left the direction for further researches on internal factors effects 

measuring. 

 

Moreover, Gupta (2019) specified that Information system (IS) is important in almost all the functional areas 

of any bank i.e. HR, Marketing, Finance, etc. It also helps in risk management and cash management along with 

maintaining long run customer relationship. 

 

3. Methodology 

 

Method and Data 

 

This study mainly use combination of quantitative methods and qualitative methods including synthesis, 

inductive and explanatory methods. And it emphasizes again important roles of internal factors on accounting net 

profit of big listed banks. 

 

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

 

Data is collected from reliable internet sources and websites as below: stock exchange, bank websites, bank 

system, etc. 

 

Looking at descriptive statistics below, we see that: 

 

• Standard deviation of interest cost and interest income are highest values, while that of ROA is lowest. 

(Fig 1) 

• Correlation between net profit and operating cost (0.6) is higher than that of ROE and ROA (0.25 and 0.08 

respectively). 
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Figure 1. Descriptive statistics 

 

 
Figure 2. ACB beta and and other factors correlation matrix 

 

4. Main Results 

 

4.1. Overall Results 

 

Results shown in below charts: most of factors there are positive relationship with net profit including ROA, 

ROE, operating cost and interest cost, while only cost/income ratio has negative relationship. 

 

 
Chart 1.  Operating cost versus net profit 
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Chart 2. Interest cost versus net profit 

 

 
Chart 3. Operating Cost/income ratio versus net profit 

 

 
Chart 4. ROA versus net profit 
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Chart 5. ROE versus net profit 

 

4.3. OLS Regresion Results 

 

First, looking at below figure we found out: 

 

• Coefficient is 0.6 positive, when net profit increases it implies that operating cost also increased. 

 

 
Figure 1. Regression results for net profit with 1 factor operating cost 

 

Second, we look at below table and found out: 

 

• Operating cost and interest cost has negative relationship with net profit while interest income has positive 

correlation. 

 

Table 1. OLS regression for 3 ,5,7 factors 

 Co-efficient 

 3 factors 5 factors 

Operating cost -0.47 -0.38 

Interest income 0.6 0.38 

Interest cost -0.6 -0.6 

R  39300 

Service cost  2.95 

R-squared 0.9 0.93 

Akaike info criterion 16.8 16.8 
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Third, we look at below table and found out: 

 

• Interest income and interest cost has negative correlation with accounting net profit while operating cost 

has positive correlation. 

 

Table 2. OLS regression for 6, 7, 8 factors 

 Coefficient 

 6 factors 7 factors 8 factors 

Operating cost 4.9 4.11 1.08 

Interest income -1.2 -1.14 -0.28 

Interest cost -0.7 -0.4 -0.03 

R 48766 39881 54450 

Service cost 10.2 9.04 4.98 

Cost /income ratio -393294 -282557 20217 

ROA   474580 1419926 

ROE   -31929 

R-squared 0.9 0.96 0.97 

Akaike info criterion 16.5 16.5 16.6 

 

5. Discussion 

 

Analysis 

 

We can infer from the above tables that service cost and operating cost are the most influential factors, with 

highest coefficients that show positive correlation with accounting net profit of Vietinbank. 

 

It means that net profit will increase when cost go up. 

 

Asadullah and Mahar (2019) investigated the effect of internal factors (capital structure) on the profitability of 

conventional and Islamic banks of Pakistan. Total seventeen conventional banks and five Islamic banks were 

selected as a sample with annual data over the period from Pakistan however the total debt/total capital ratio had 

a positive impact on ROA. Asset Growth has a negative impact on ROA in conventional banks of Pakistan. Other 

variables were found to be insignificant with profitability. The findings will be helpful to implement capital 

structure policies accordingly to generate revenue in future. 

 

6. Conclusion 

 

Because operating cost and net profit has positive correlation: 

 

We found out: Vietinbank accounting net profit will increase when cost go up. The banks should consider 

efficiency and effectiveness of bank operating costs and service costs, expenditures rationally and can enable 

profitability to increase. 

 

Also, interest income and interest cost have negative correlation with bank profits. So accounting net profit of 

Vietinbank will go up if interest income and expense go down. 

 

Business Policy implications 

 

The bank will better manage costs and have cost planning effectively which will drive its profitability and 

better manage interest cost (going down) to increase accounting net profit. 

 

Chi, N.T.D et al (2018) also mentioned that capital size and loan have a positive and significant effect on bank 

profitability, and asset size, deposits, liquidity risk and bad debts have a negative and significant impact on bank 

profitability. These findings suggest that banks can improve their profitability through increasing capital size and 

loan, remaining asset size, deposits, liquidity risk and bad debts reasonably. 

 

Limitation of Research 

 

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