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Vietham: 1Q GDP slowed more than expected to 3.3%

Domestic demand were the economic drivers; exports plunged
Inflation dipped below the government’s threshold level of 4.0%
SBV will likely keep rate unchanged at 6.00% to support the property sector

Background Figure 1: GDP growth moderated in 1Q
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Vietnam’s 1Q GDP softened more than expected to +3.3% y/y (4Q22: +5.9% y/y) as 15
exports took a hit from tighter monetary policies globally and consequently,
dampened demand. As a result, the manufacturing sector reported a marginal
contraction of 0.4% y/y during the quarter as compared to positive growth in 2022,
while the mining sector also fell 5.6% y/y, On the other hand, the agriculture and
construction sectors posted marginal growths of 2.4% y/y and 2.0% y/y respectively.
The services sector held steady at +6.8% y/y as consumer spending and tourism
remained strong.
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Moving forward, Vietnam’s economy is expected to normalise this year, as the initial
impact of the post-COVID reopening boom fizzled out and weighed down by the
slowing demand for Vietnamese products from the United States and the European
Union. As it is, consensus is expecting GDP growth of +6.0% for 2023 (2022: +8.0% Figure 2: Sustained growth in retail
y/y), vs the government’s growth target of +6.5% y/y for the year. sales underpinned bv tourism activities
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Consumer spending still holding the fort; robust tourism activities Retail sales YOY,%

Domestically, firms and labour markets have been recovering while the external
sector showed weakness. Overall employment levels are reported to be back to pre-
Covid-19 levels and household incomes rebounded by 5.8% by mid-2022. 15
Unemployment rate, meanwhile, has also remained low and steady at 2.3% in 1Q 10
(2022: 2.3%). Tourist arrivals also shot up to 2.7m in the 1Q (whole of 2022: 3.7m). As
a result, retail sales grew at a softer but still solid pace of +13.4% y/y in March (Feb:
13.2% y/y vs Jan: +20.0% y/y). Specifically, tourism-related sales remained strong,
charting triple digit growths (+113.9% y/y vs Feb: +94.75 y/y). 5
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Infrastructure spending is a key growth driver ahead 5
As mentioned earlier, worsened international demand put a drag on Vietnamese Source: Bloomberg

manufacturing sector. In March, the Index of Industrial Production (IP1) dipped 1.6%

y/y (Feb: +3.6% y/y) with negative growth recorded in the manufacturing sub-sector Figure 3: Exports plunged amid slowing
(-1.7% y/y vs +3.3% y/y). This is in line with the worse than expected contraction in external outlook

export growth for the month by 14.8% y/y (Feb: +11.0% y/y). Slower exports were
driven by lower shipment for mining products as well as manufacturing products like
chemical and plastic products, textiles and footwear, iron and steel, telephones,
camera, recording equipment and machineries, electronics and computers as well as
furniture.

Exports, YTD, (y/y%)

The Vietnamese government is aiming to raise infrastructure spending from 4% of
GDP in 2022 to 7% this year, which would help support the country’s long-term
economic growth. This new infrastructure is needed to help ensure that FDI inflows ;
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continue to flow into Vietnam for years to come. Total registered and implemented Ve s acsactalsacsccse
capital plunged 38.8% y/y and 2.2% y/y for the 1Q of 2023, while capital from the 20
state picked up the slack and shot up by 11.5% y/y. As such, it is crucial now that the 30
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Government speed up the disbursement of public investment to support the
economy as well as long-term growth.

Inflation has stayed above 4% until now

On a positive note, Vietnam’s inflation decelerated sharply and more than expected
to +3.4% y/y in March (Feb: 4.3% y/y). This is the first month since September 2022
where prices were below government’s target of less than 4.0%. In fact, Bui Thuy
Hang, the central bank’s deputy head of monetary policy department, said that
inflation is forecasted at 5.0% in early 2023 and 4.5% for the full year. The key risk will
be the lingering concern from quicker than expected gains in input costs, which was
seen rising at the fastest rates in eight months in February, the latest data available.
Firms will be hoping to see these pressures ease as the year progresses to make sure
demand improvements can be sustained.

SBV likely to keep key rate unchanged for now

Anyhow, the State Bank of Vietnam cut several policy rates by 100bps on March 15,
after the prime minister ordered it to support property developers. The central bank
reduced the discount rate from 4.5% to 3.5% and lowered the overnight inter-bank
lending rate from 7.0% to 6.0%. It also cut the cap on the lending interest rates for
short-term loans in some sectors from 5.5% to 5.0%. The benchmark refinancing rate
remained unchanged at 6.0%. In lieu of the need to support growth and with easing
price pressures, the central bank has the leeway to leave the policy rate unchanged
for the rest of the year.
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and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the
data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of
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becomes inaccurate.
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negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in
or derived from or omission from the reports or matter.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. These
entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other activities for their
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or acquire material information about the financial instruments. Such activities and information may involve or have an effect on the financial
instruments. HLB Group have no obligation to disclose such information about the financial instruments or their activities.

The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts made in
this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this report are based
on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be construed as a representation
that the matters referred to therein will occur. Any projections or forecasts mentioned in this report may not be achieved due to multiple risk factors
including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No assurance
can be given that any opinion described herein would yield favorable investment results. Recipients who are not market professional or institutional
investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment decision based on the
recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses,
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB does
not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country
or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use of the
addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without
the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose
possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof
agrees to be bound by the foregoing limitations.
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