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Vietnam: Strong comeback in 2021

e Economy stays resilientdespite global pandemic
e Global vaccine rollout to reinforce demand for Vietnamese goods
e SBV likelyto keep benchmark rate steady in anticipation of credit growth recovery

Background

Vietnam’s 4Q real GDP growth came in at 4.5% y/y, advancing from the Figure 1: Vietnam’s Annual Real GDP, %
2.6% growth prior. This translates to a full-year GDP growth of 2.9% in
2020, making it among the rare economies to have staved off a
contraction in a pandemic year. Growth was broad-based across all
sectors. In 2020, the agricultural sector expanded by 2.7%,
outperforming 2019. Industrial and construction sector recorded a
smaller 4.0% growth (2019: +8.9%) while services printed more
moderate growth of 2.3%(2019: +7.3%).

Throughout 2020, GDP did not once observe a contraction; the lowest
point was in the second quarter when a small 04% expansion was
reported. This was mainly due to its relative success in managing the
Covid-19 pandemic. The government acted swiftly to close the borders
during the onset of the outbreak. Subsequent waves were also subdued
within a relatively short period of time. Daily new cases have never
exceeded 110.

O P N W b U1 OO N 0 OO

1998
2001
2003
2005
2007
2009
2011
2014
2016
2018
2020

Monthly indicators point to solid growth ahead Source: Bloomberg

Vietnam’s industrial production fell 7.2% y/y in February, retreating Figure 2: Daily Covid-19 New Cases
from thestrong 22.2% growth in January. This is likely to bea temporary

pull-back after five consecutive monthly gains and also because of the
haltin activityfor the Lunar New Year celebration.
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On the domestic front, retail sales rose 5.5% y/y for the period of
January-February, smaller than the 8.3% growth observed in the same 80
period last year and markedly below the double-digit gain before the
pandemic. (Note that the Statistics Office did not publish single-month 60

growth.)
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Consumer prices surged by 1.5% m/min February (Jan: +0.1%) due to |
festivity-related factors. Thisis evidentin the surgein food prices and to 20 m
some extent the prices of housing and construction materials. Core CPI
inflation was also higher at 0.5% m/m (Jan: +03%). Compared to the 0 1k M‘L D h.l
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same month last year, CPl gained 0.7% v/y, recovering the nearly 1%
declineinJanuary. Core CPI picked up 0.8%y/y (Jan: +0.5%).
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Exports fell 4.7% y/y in February after recording a whopping 505%
increasein January during which exports were frontd oaded ahead of the

celebration. Imports meanwhile managed to still gain 10.5% y/y after
the 41.0% growth prior, implying at strong domestic demand.

Source: Bloomberg

Looking ahead, economic growth is expected to extend to the
remainder of 2021 in Vietnam, as the confidence for a broad-based
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global recovery gathered steam in recent weeks. This is underpinned by Figure 3: Vietnam's YTD Credit Growth, %
the optimism surrounding rollout of vaccines across the globe, a positive

sign that demand for Vietnamese goods will continue to pick up. Locally, 9M20 6.08
the low number of Covid-19 cases is expected to keep the economy
open, meaning that private consumption would be well supported. The 9M19 9.4
proposal to open the borders for vaccinated tourists in 3Q also bodes
well for the tourismsector. The economy is expected to expand 7.7% in 9Mm18 10.33
2021 according to Bloomberg consensus forecast, followed by another
6.8% growth in 2022. We expect the SBV to keep its refinancing rate at 9M17 12.21
4.0% after having reduced it in October last year, in anticipation of
further recoveryincredit growth. 9M16 11.64
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Source: Bloomberg
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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 ofany 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, co mpleteness 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, mod ify or update
this report or to otherwise notify a reader or recipient thereofin 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 i mplied, arising
out of, contained in or derived from or omission from the reports or matter.

Potential and actual conflict ofinterest 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, hedgingtransac tions and other
activities for their own account or the account of others. In the ordinary course of their business, HLB Group may effect tra nsactions for their
own account or for the account of their customers and hold long or short positions in the finan cial instruments. HLB Group, in connection with
its business activities, may possess 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
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complete and accurate information. No assurance can be given that any opinion described herein would yield favorable investme nt 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 recommendationsin thisreport.

HLBB may provide hyperinks 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 orin
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 a nd to observe
such restrictions. By accepting thisreport, a recipient hereof agrees to be bound by the foregoing limitations.




