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Vietnam Economy at a Glance:

Vietnam economy grew a solid 7.08% YOY in 2018 among the fastest globally, supported by a solid manufacturing sector with
domestic consumptions continuing to strengthen further despite slower growth abroad.

GDP growth underpinned by solid manufacturing sector

e The Vietham economy continued to register strong growth, at a 8 1 o
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solid 7.08% YOY in 2018 (2017: +6.81%). The impressive print 6 |
was mainly underpinned by the fast growing primary and 5 4
manufacturing sector as growth in the services sector eased in 4 1
2018. The primary sector (agriculture, forestry & fishery) grew g ]
3.76% YOY (2017: +2.90%) while the secondary sector (industry 1
& construction) expanded 8.85% (2017: +8.00%). Services went 0
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e Industrial production growth eased to 7.9% YOY in January (Dec:
+11.4%) from the rebound in December due to continuos
weakness in the mining and quarrying sector (-6.7% vs -3.2%). %
Both manufacturing and electricity output saw a lacklustre month 19
as well, with growth softening to 10.1% YQOY (Dec: +13.7%) and 14 1
8.8% YOY (Dec: +11.7%) respectively. The slower manufacturing
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production jives with the weaker PMI reading in January (51.9 vs
53.8) as output and new orders were reported to have softened 41
last month. Despite that, optimism level among manufacturers -1 o 2223333&&3&8888:::5&822
remained very much intact as output is expected to rise in the iany e I I rI)
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Trade sector started the year on weaker note as global demand softened
e Exports started the year on a weak note declining by 1.3% YOY USD, bn === Exports: Foreign Invested Sector
in January (Dec: -0.4%) versus the 40.6% increase in the same 25 - mmm Exports: Domestic Sector % 80
month a year ago. Exports growth has eased substantially from )
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the phenomenal growth observed in 2017 — in fact December's 20 - Total Exports), RHS 60
contraction (-0.4% YQY) was the first time in nearly six years.
Foreign investor sector exports continued to make up about 70% 15 1
of total exports, and was the key reason pulling down overall 40
. . . 10 A
exports growth in recent months - contracting by 3.7% YQY in
January (Dec: -5.2%) amidst slower global demand. 5 | 20
e On the contrary, imports strengthened to increase by 3.1% YOY 0 0
in January (Dec: +1.6%) but paled in comparison to the double 2258888888888 g83gdd8d48d84d43
digit growth seen prior to December 2018, thus bringing the trade
deficit to narrow to $800m (Dec: -$811m). Source: CEIC
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Retail sales supported by strong domestic demand

e Retail sales rebounded to increase 13.8% YQY in January (Dec: 30.0 H % = Retail Sales YOY, %
+9.4%) following a slower December despite lower visitor arrivals 25.0 -
in recent months, pointing to underlying strength in domestic
resident demand. Sales in the accommodation, food & beverages
service rebounded by a huger margin rising 11.5% YOY (Dec:
+1.9%). Sales in tourism eased further to 7.9% YOY (Dec: 10.0
+11.0%) in line with the mentioned softer increase in visitors. 5.0
Looking ahead, the retail sector is expected to be supported by
solid domestic demand as well as consumptions from incoming
visitors as the new year started. -5.0
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Inflation pulled back on lower oil prices and moderating credit growth

e Inflation eased further to 2.56% in January (Dec: +2.98% YQY).

weighed down by lower oil prices. The rise of prices of food, 1% ; % [ 16
beverages, tobacco as well as textiles was more than offsetbya 25 | e==CPI YOY, % - 14
Refinancing Rate | 12

sharp fall in prices of transport (-3.95% vs +0.21%) and the softer

rise in cost of healthcare and housing/construction. 20 1
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e The recent pullback in inflation from the high levels in June and 6
July 2018 was in line with the easing in Vietnam’s credit growth 10 J 4
as quoted by government officials. (Note that the State Bank of 5 )
Vietnam (SBV) uses credit growth targets as its main monetary
policy tool) The SBV has also reported on its official website that 0 © e 0 O N O O HNNMGFIO O O ~ 0 0 0
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credit growth for 2018 was a moderate 14% YQY, the slowest rate O XNc a>caxdcaScaxca>ca
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since 2014 and equivalent to its 2018 target. Target for 2019 was N=2"NV=z2"PN="N=PN="0zD0
also unchanged at 14% suggesting that price pressure is likely to Source: Bloomberg

remain moderate this year. The benchmark refinancing rate
meanwhile has been held steady at 6.25% since July 2017 and is
expected to stay so for the rest of the year.

VND expected to remain stable, bonds rallied in recent months

¢ The vietnamese dong is expected to remain stable against the US dollar as the Fed hold off its plan to hike rates this year and the SBV’s
ample amount of foreign reserves could help stabilize the currency if volatility arises.

¢ Vietnam’s government debts have become attractive in recent months with bonds rallying across the curve - Yields on 2y, 3y and 5y notes
have fallen by roughly 100bps since November 2018 to a respective level of 3.176%, 3.333% and 3.721%.
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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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