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Vietnam GDP growth moderated

Vietnam GDP grew 6.7% YOQY in 2Q19, slightly moderating from the 6.8% YOY in 1Q but
nonetheless still a solid rate of growth and would no doubt be among the fastest recorded
in the South East Asian region. For the first half of 2019, GDP growth also came in softer
at 6.8% YOY compared to the same period last year, a result of a broad-based slowdown
across all industries. Notably, exports regained some strength in June after a lackluster first
quarter, industrial output moderated slightly while retail sales appeared solid, reflecting
strong domestic demand. Overall data confirm the Vietnamese economy’s still-solid growth
trajectory despite the rate of expansion had moderated somewhat in the latest quarter,
which in our view was in line with the synchronized slowdown in the global economy in
general. Vietham was among the winners from the ongoing US-China trade row which saw
firms shifting production from the Mainland to its smaller neighbouring competitor. While
just yesterday, the US Commerce Department announced that it would slap duties of more
than 400% on steel imports from Viethnam to counter Korean and Taiwanese firms’
circumvention of US anti- dumping and anti-subsidies duties, but we are yet to see how this
latest development would pan out. Looking ahead, , we expect Vietnam’s economic growth
to continue riding on a strong domestic demand and solid manufacturing sector judging
from its cheaper production cost compared to its Chinese counterpart meaning that the
economy is on track to achieve its 6.8% GDP growth target this year.

GDP growth came in slower in 2Q, but The Vietnam economy expanded by 6.7% YQOY in the second quarter of 2019 (1Q: +6.8%),
economy appeared solid. its slowest pace in two years. For the first half of 2019, real GDP grew by 6.8% YQY, softer
than the 7.1% growth rate observed in the same period last year.

Output in all key sectors appeared to have recorded softer gains pointing to a broad-based
slow down across all industries. The primary industry comprising of agriculture, forestry
and fishery output increased 2.4% YOY in 1H2019 (1H18: +3.9%). The secondary sector
made up of industrial and construction output rose at a slower pace of 8.9% YOY (1H18:
+9.1%) of which the rebound in mining output (+1.8% vs -1.3%) was offset by the softer
manufacturing production (+11.2% vs +13.02%) as well as electricity & gas (+10.6% vs +
10.2%). Growth in the construction sector was flattish at 7.9% YQOY. The services sector
also pulled back to expand at 6.7% YOY (1H18: +6.9%) on the back of a slower growth in
wholesale, retail and auto services as well as science & technology.

External trade regained strength in June Exports growth regained strength in June, recording a quicker pace of 8.5% YOY (May:

after lacklustre first quarter +7.5%). Exports growth had been lacklustre since late 2018 and in the first quarter mainly
because of the unfavoruably high base in the same period last year. Nonetheless, so far
for 2019, exports growth remained far from the impressive14-31% rates seen in 2017.June
upturn was attributed to the faster gain in shipments of petroleum, chemical products as
well, footwear, transport equipment as well as electronics and computer.

Imports on the other hand also posted a faster growth of 10.0% YOY in June (May: +8.3%)
but again, remained comparatively low versus the hefty double digit pace seen in most of
2018 and throughout 2017. Higher purchases of medicine, fabrics, footwear materials,
electronics & computer, machinery parts, auto vehicles and motorbikes were the key driver
behind June’ s quicker imports growth.

Industrial productions growth pulled back to increase 9.6% YOY in June (May: +10.0%)
due to a broad-based slowdown across main industries save for mining & quarrying which
had managed to turn around by a huge margin (+4.0% vs -1.5%). Gains in output of

IPI growth pulled back in June due to
broad-based slowdown.
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manufacturing (+10.6% vs +11.6%), electricity (+8.6% vs +11.0%) and water supply
(+6.0% vs +8.4%) all moderated in June.

Resilient retail sector displayed consistent The retail sector appeared resilient as retail sales ticked up by 11.5% YQY for the first six

growth months of 2019 (1H2018: +10.7%), faster than that of the same period last year. Retail
sales in trade (+12.5%), hotel & restaurants (+9.8%), tourism (+13.3%) as well as services
(+6.3%) continued to register solid pace of growth, reflecting strong domestic demand and
the country’s status as one of South East Asia’s favourite tourist spots.

Inflation moderated on the back of lower Last but not least, inflation moderated considerably in June as consumer price index (CPI

fuel prices posted a 0.1% MOM decline in June (May: +0.5%) and increased by a mere 2.2% YOY
(May: +2.9%). The continuous slowdown in prices of food (+2.4% vs + 3.4%), housing &
construction materials (+3.3% vs +4.2%) and notably the decline in cost of transports (-
0.5% vs +2.3%) mainly because of lower fuel prices, served as the major drag on the
headline index last month. Core CPl meanwhile managed to turn higher, edging up by
2.0% (May+1.9%).

Overall data confirm the Vietnamese economy’s still-solid growth trajectory despite the
rate of expansion had moderated somewhat in the latest quarter which in our view was in
line with the synchronized slowdown in the global economy in general. The 6.7% YOY
growth in the second quarter would no doubt still be among the fastest recorded in South
East Asia as the country appeared to benefit from the ongoing US-China trade row which
saw firms shifting production from the Mainland to its smaller neighbouring competitor.

Economy still on track to achieve 6.8%
growth target in 2019

Just yesterday, Vietnam became the latest victim of the Trump Administration’s
protectionist policy as the US Commerce Department announced that it would slap duties
of more than 400% on steel imports from Vietnam. These Vietnamese steels are said to
originate from South Korea and Taiwan and are sent to Vietnam for minor processing
before being shipped to the US in order to circumvent US anti-dumping and anti-subsidy
duties. Looking ahead, barring from any unexpected escalation in US-Vietnam trade
relations, we expect Vietham’s economic growth to continue riding on a strong domestic
demand and solid manufacturing sector judging from its cheaper production cost
compared to its Chinese counterpart meaning that the economy is on track to achieve its
6.8% GDP growth target this year.
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Figure 2: Industrial Production
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Figure 1: GDP Growth (%YOY YTD)
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DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any
particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or solicitation
with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any contract or
commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable
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
the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not
necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a
reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of
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. HLBB may, to the extent permitted by law, buy, sell or hold significantly long or short positions;
act as investment and/or commercial bankers; be represented on the board of the issuers; and/or engage in ‘market making’ of securities mentioned
herein. 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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