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Vietnam economy rebounded in 3Q

VietnamGDP growth rebounded sharply to 2.6% in the third quarter, after the meagre
0.4% growth in 2Q, as the relative success in containing the Covid-19 virus had helped
the economy move along despite the absence of foreign visitors. September’s monthly
indicators were generally positive, adding to signs that the recovery is still underway;
manufacturing and trade sectors are the bright spots while retail sales remained subdued.
The government expects growth to rangeat 2.0-2.5% in 2020 and to normalize to grow
6.5%in 2021, a huge display of confidence. Given that credit growth remained rather
weak and inflation stable,there is stillroomforthe SBV to bring its benchmark rate (now
at 4.5%) down further.
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GDP growth rebounded in 3Q Vietnam GDP growth sprang backto 2.6% YQY in the third quarter of 2020, from 0.4%

YOYin 2Q, confirmingviewsthat the economy hasrecovered swiftly from the temporary
pandemic shock The latest print roughly matched analysts expectationfora 2.7% growth
and made Vietnam an outlier in the currently pessimistic economic atmosphere where

countries around the world are still struggling to recover from their worst downturns on
record.

YTD GDP growth stood at 2.1%, still well below growth in the corresponding period in
2019 (+7.0%), but very much within the government full year forecast of 2.0-2.5%.
Nonetheless, itisan encouraging sign that GDP output hasrecovered above the same
period last year. Sector-wise, output in the primary industry comprising of agriculture,
forestry and fishery rose 1.8% YTD YOY (9M19:+2.0%). Industry/construction rose 3.1%

(9M19: +9.4%). The services sector grew 1.4% (9M19: +6.9%). Nominal output has
recovered.

International trade recovered substantially. Looking at the latest trade statistic, exports surged by 18.0% YOY in September (Aug:

+2.5%), marking itsthird consecutive month of advancement and its largest increase in

2.5 years. This is well above early expectation at 6.5%. Imports also unexpectedly
jumped by 11.6% YOY (Aug: +2.8%).

Manufacturing growth continuedto Industrial production managed to score a 3.8% YQOY gain in September (Aug: -0.6%)
underpin overall industrial production following the minor decline earlier. This reflects growth in manufacturing (+4.6%),
electricity (+5.5%) and water supply (+5.3%). Miningand quarrying continued to register
contraction. MOM, industrial production growth was slower at 2.3% (Aug: +3.5%),
nonetheless marks its fifth backto-back monthly increase, which is supported by
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continuous rise in manufacturing output.

Retail salesrose 0.7% YOY forthe first nine monthsof 2020, its first positive reading six
months; although still farbelow itspreviousyear'scirca 11% growth (given the absence of
foreign visitors), the latest print is an optimistic indication that demand is slowly

Retail sales growth back to positive

recovering.

CPI pulled backto 2.98% YQOY in September (Aug: +3.2%) thanksto smallergain in food
prices. Transport cost also recorded smallerdecline asglobal crude oil prices stabilized.
Anothermore obvious change was in prices of household appliances which registered
smallergain aswell. Stripping away the volatile items, core inflation retreated to 1.97%

YOQOY, from +2.2% YOQOY in August.

Price pressure retreated
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The government’slatest growth target standsat a 2.0-2.5% for 2020 and 6.5% for 2021,
in 2021 indicatingthat the government expectsgrowth to normalize asfast as next year given that

annual GDP growth had been ranging at 5-7% in the past. The optimism stemmed from
the country’srelative success in containing thevirus; a new outbreakin August had been
quicky brought under controlled. We expect domestic demandto continue support growth
heading into the fourth quarter but is wary of the >6% growth projected given that
international tourism remains stifled. The manufacturing sector islikely to remain the
bright spot but challenges include competition from China and overall weak global
demand. Creditgrowth also remained comparatively slower in the first seven month of
2020 at 4.1% YOY, versus 7.5% last year. The SBV has cut its benchmark refinancing
rate to 4.5% and we reckon there is still room for the central bank for further downward
adjustment this year to spur recovery.

Government expects growth to normalize
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Figure 5: Retail Sales

Figure 2: Industrial Production
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Figure 6: CPl and SBV Refinancing Rate

Figure 3: International Trade
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DISCLAIMER

This report is for information purposes only and does not take intoaccount 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 respectto the purchase or sale of any of the financial instruments mentionedin this reportand will not formthe basis or a part of any
contract or commitment whatsoev er.

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 reportand do not necessarily represent the opinion of
HLBB or any of the companies withinthe Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the
opinions do not necessarily correspond tothe opinions of HLBB. HLBB does not hav e an obligation to amend, modify or update this report or to
otherwise notify a reader or recipient theredf in the event that any matter stated herein, or any opinion, projection, forecast or estimate set f orth
herein, changes or subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability toany person or recipient (whether by reason of
negligence, negligent misstatement or otherwise) arisingfrom any statement, opinion or information, expressed or implied, arising out of, contained in
or deriv ed from or omission from the reports or matter. HLBB may, tothe extent permitted by law, buy, sel or hold significantly long or short positions;
act as inv estment and/or commercialbankers; be represented on the board of the issuers; and/orengage in ‘market making’ of securities mentioned
herein. The past perf ormance of financial instruments is not indicative of futureresults. Whilst every effort is made toens ure that statements of facts
made in this report are accurate, all estimates, projections, forecasts, expressions of opinionand other subjective judgments contained in this report
are based on assumptions considered to be reasonable as of the date of the documentin which they are contained and mustnot be construed as a
representation thatthe 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 v olatility, corporate actions, the unav ailability of complete and accurate
information. No assurance can be given thatany opiniondescribed herein would yield favorable investmentresults. Recipients who are not market
prof essional 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 towebsites 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 y our 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 distributionto 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 reportis for the use of
the addressees only and may not be redistributed, reproduced or passed on to any otherperson or published, in part or in whole, for any purpose,
without the prior, written consent of HLBB. The manner of distributingthis 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 suchrestrictions. By accepting this report, a
recipient hereof agrees to be bound by the foregoing limitations.
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