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Vietnam GDP growth beat expectations

Vietham GDP grew more than expected by 7.3% YOY in 3Q19, faster than the pace
observed in the previous quarter. For the first nine months of 2019, GDP growth maintained
a 6.98% YOQOY pace compared to the same period last year, conditions across key sectors
appear stable and solid save for a slower primary sector. The external trade sector
continued to observe lacklustre growth versus the robust double digit expansion seen
throughout 2017, in line with the weakening international trade sector. Retail sector was
well supported by resilient domestic demand but factories are showing signs of a slowdown
as indicated by a borderline PMI reading.

Looking forward, we expect Vietnam’s economic growth to continue riding on a strong
domestic demand and a solid, albeit softer manufacturing sector. Vietnam’s cheap
production cost with lower wages remain an appeal for many international firms compared
to neighbouring China that is still battling with the US in a trade war. Taking into account
the above, the Viethamese economy seems on track to achieve its 6.8% GDP growth target

this year.
GDP growth came in stronger than expected The Vietnam economy expanded more than expected in the third quarter of 2019,
in 3Q, confirming a still solid Vietnamese recording a real GDP growth of 7.3% in 3Q19 (2Q: +6.7%). The accelerated pace was
economy higher than the consensus forecast of 6.7%. For the first nine months of 2019, real GDP

grew by 6.98% YOY, unchanged from the rate observed in the same period last year.

Conditions in all key sectors stayed intact, recording solid gains in the third quarter, save
for growth in the primary industry which appeared to have pulled back. The primary
industry comprising of agriculture, forestry and fishery output increased 2.02% YQY in
9M2019 (9M18: +3.65%). Output in the secondary sector rose at a faster pace of 9.36%
YOY (9M18: +8.9%), supported by growth in both industry and construction. Within the
industrial sector, mining (+2.68% vs -1.97%), electricity & gas (+10.7% vs +9.7%) and
water supply (+8.43% vs +6.44%) accelerated while manufacturing output grew at softer
pace (+11.37% vs +12.65%). Construction output sustained a steady growth of 8.33%
(9M18: +8.46%). The services sector meanwhile stabilized at 6.85% YOY (9M18:
+6.89%), riding on the expansion of transport/warehouse, lodging services, banking &
finance, real estate, as well as information communication.

Exports growth rebounded to increase 9.0% YOQY in September (Aug: +4.5%), after a
External trade regained strength but still softer August. On a monthly basis, exports fell 6.12% MOM (Aug: +8.4%) reversing the
lacklustre compared to 2017. gain in August. Overall exports growth remained moderate compared to the robust double
digit growth seen throughout 2017, broadly in line with the weakening international trade
worldwide and was barely surprising. Imports rose 15.6% YQOY in September (Aug: +7.5%)
mainly on a favourably low base effect. MOM, imports value slipped by 1.3% MOM (Aug:
+1.8%), leading trade surplus to shrink to US$500m (Aug: US$1.7b).

Growth in industrial productions remained steady albeit a slightly slower pace of 10.2%

Industrial production stabilized. YOY in September (Aug: +10.5%) as the acceleration in the growth of manufacturing
output, electricity and water supply was offset by the fall in mining and quarrying. MOM,
industrial output slipped and contracted marginally (-0.1% vs +5.4%) of which
manufacturing output appeared to increase at a substantially slower pace of 0.9% MOM
(Aug: +7.5%).
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Retail sector remained resilient. On the retail front, retail sales picked up to increase by 11.6% YOY for the first nine months
of 2019 (Jan- Sep’18: +11.3%), a tad faster compared to the same period last year,
pointing to steady and resilient consumer spending. Breaking down retail sales, sales in
trade (+12.6%), hotel & restaurants (+9.6%), tourism (+12.0%) as well as services (+7.3%)
continued to register solid pace of growth, reflecting strong consumption and Vietnam’s
ongoing status a favorite destination in South East Asia.

Headline inflation fell on lower oil prices Last but not least, CPI inflation continued to pull back in September clocking at 1.98%
YOY (Aug: 2.26%), its slowest rate in more than three years, led mainly the fall in transport
cost on weaker oil prices, as well as the slower increase in prices of beverages & tobacco,
housing & construction materials and education. Core CPI stabilized below 2%, at 1.96%
YOY (Aug: +1.95%) amidst a lack of price pressure.

The latest official data indicate that the Vietham economy remained on a strong footing
supported by the manufacturing and services industry. That said, there are signs that
factories are slowing down in the country long considered as being immune to the current
global manufacturing downturn. The September Markit Vietnam Manufacturing PMI
slipped to a borderline reading of 50.4 (Aug: 51.4) as production ended a sequence of 21-
month growth to record a decline. Markit attributed the fall in output to weak business
demand, adding to signs that slower growth amidst persistent trade uncertainties are
beginning to take a toll on the manufacturing sector.

Economy on track to achieve 6.8%
growth target in 2019

Looking ahead, we expect Vietnam’s economic growth to continue riding on a strong
domestic demand and a solid, albeit softer manufacturing sector. Vietnam’s cheap
production cost with lower wages remain an appeal for many international firms compared
to neighbouring China that is still battling with the US in a trade war. Taking into account
the above, the Vietnamese economy seems on track to achieve its 6.8% GDP growth
target this year.
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Figure 2: Industrial Production

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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