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Global Markets Research

Economics - Vietnam

Vietnam grew quicker than
expected in 3Q

Vietnam’s economy grew 5.93% in the past nine months (1H: +5.52%) as
momentum in the manufacturing and services sectors gathered steam. In
addition, the struggling agriculture sector undermined by bad weather earlier
contributed to GDP growth for the first time this year, adding to signs that full
year growth will top 6.00% in 2016. Looking at monthly data, exports growth
moderated but IPI, retail sales and CPI prints were relatively upbeat. Upside
risks to inflation prevails as government intends to increase health services fees
on top of raising school fees this year, testing the government’s self-imposed
inflation target of 5.0% this year. That posted further evidence that domestic
demand remained robust. None withstanding, full year growth will unlikely hit
6.70% as anticipated by the government, although Vietnam will likely emerge
as the region’s forerunner in terms of growth.

Vietnam’s economy expanded 5.93% annual pace in the past nine months,

GDP grew 5.93% YTD YQY in 3Q from 5.52% in building on the 5.52% annual growth in the first half of the year. After a 0.18%

1H contraction due to unfavorable weather conditions in 1H, the agriculture,
forestry, and fishery sector managed to contribute marginally to overall growth
this quarter (+0.65% YTD). That bolstered headline GDP number on top of
quicker growth in the industry/ construction (+7.50% vs 7.12%) and services
(+6.66% vs 6.35%) sectors. Mining remained in the doldrums, posting a 3.60%
decline from a year ago.

Exports increased at a slower but steady pace of 8.60% YOY to USD 15 billion
Exports climbed 8.60%% YOY in September in September (August: +11.20% YQY). Shipments of telephones & parts fell
(August: +11.20% YQY) 15.10% YOY (August: -3.80% YQY), dampening growth in headline exports.
On a positive note, exports of other top products such as electronics and
computer parts (+28.90% YOY), footwear (+11.40% YOY) and textiles
(+7.60% YQY) were robust.

Imports grew 7.60% YOY to USD 15.10 billion (August: +9.80% YQY). There
Imports increased 7.60% YOY in September was a sharp slowdown in the machinery tools & parts (September: +2.00%
(August: +9.80% YQY) YOY vs August: +15.40% YOY) and fabric (September: +2.70% YOQY vs
August: +12.40% YOY) categories, but demand for footwear materials
(September: +6.30% YOY vs August: +7.40% YOQOY) and electronics &
computer supplies (September: +21.10% YOY vs August: +27.50% YOY)
remained well supported.

Industrial production quickened for two straight months. Production climbed
IPI quickened to 7.60% YOY in September 7.60% YQOY September after a 7.30% YOY growth in August, spurred by
(August: +7.30% YQY) increased output in manufacturing (September: +11.70% YOY vs August:
+10.60% YQOY) and water supply (September: +7.40% YOY vs August: +6.10%
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Retail sales rose 9.5% YOY in January-
September, picking up from 9.3% YQY in
January-August

Inflation rose 3.34% YOY in September (August:
+2.57% YOY)

Figure 1: GDP Growth (%YOY YTD)

YOY). Electricity output rose 11.20% YOY (August: +11.90% YOY) whilst
mining & quarrying output dropped 7.10% YOY (August: -5.10% YQY).

Household consumption remains on solid footing and paves the ground for
Vietnam to be among the top performers in the region in terms of growth. Retail
sales climbed at an annual pace of 9.50% in the past nine months as hotels/
restaurants (+8.30% YOY vs +6.90% YOQY) and services providers (+9.30%
YOY vs +9.00% YOY) saw revenue growing at quicker pace compared to the
January-August period. In January through August, retail sales grew 9.30%
YOY.

Meanwhile, consumer prices index (CPI) accelerated 3.34% YOY this month
(August: +2.57% YOY) after states and provinces raised school fees in
accordance with a governmental decree. Bad weather hampered farming
activities, sending food prices 2.62% higher compared to a year ago.
Healthcare related expenses increased a painful 33.43% and upside pressure
will continue to stoke headline CPI growth. To avoid steep price growth amid
upside risks, the government has postponed its plan to hike health services
fees. That is also in line with target of maintaining CPI growth below 5.0% this
year.

Economic momentum is evidently picking up this quarter, increasing evidence
of sturdy annual growth this year. The government may boost investment
spending in the final quarter to spur growth but we opine that growth target of
6.70% is still far-fetched. Nonetheless, Vietham will stand out among its
regional peers, with growth likely to exceed 6.0% in 2016 despite external
headwinds.

Figure 2: CPI by Major Component (% YOY)
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Figure 3: CPI (%YOY) vs Refinancing & Discount Rates

Figure 4: External Trade Performance
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Figure 5: Exports Growth by Value Figure 6: Imports Growth by Value
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Figure 7: Top 5 Products Exports Growth

Figure 8: Top 4 Products Imports Growth
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Figure 9: Industrial Production Growth Figure 10: Retail Sales Growth
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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.




