)§ HonglLeong Bank

September 8, 2017

Global Markets Research

Economics - Vietham

Vietham grew 5.73% in 1H

Vietnam grew 5.73% YOY in the first half of the year, accelerating from the 5.10%
YQY pace in the first quarter. Manufacturing, construction and services led to quicker
expansion in 1H, alleviating the drag from the decline in mining. Exports decelerated
but sustained a strong 20.90% YOY increase to USD 17.80 billion (May: +24.80%
YOY) while imports increased 22.10% YOY to USD 18.00 billion in June (May:
26.90% YQY). IPI rose 8.60% YOQOY last month while retail sales increased at a
double digit pace of 10.10% YOY. Positive global outlook and the recovery in the
global trade, coupled with dwindling downside risks from adverse weather conditions
put Vietnam on track to achieve its annual growth target of 6.70% this year.

Vietnam'’s economy expanded 5.73% YQY in the first half of 2017, faster than the

Vietnam grew 5.73% YOY in 1H17, quickening from expected 5.50% YOY and put the country on track to grow 6.70% this year.

the 5.52% YOY in 1H16 Agriculture/ forestry and fishery sector grew at a quicker pace of 2.65% in the first
six months of the year after expanding 2.03% in the first quarter. Mining, on the
contrary, declined 8.20% in 1H but was offset by the pick-up in manufacturing (1H:
+10.52% vs 1Q: +8.30%) and construction (1H: +8.50% vs 1Q: +6.10%), pushing
growth in the industry/ construction sector to +5.81% in 1H (1Q: +4.17%). The
services sector accelerated 6.85% in the first half after growing 6.52% in the first
quarter, thanks to quicker rise in transport/ warehouse (1H: +7.80% vs 1Q: +6.75%),
lodging services (1H: +8.90% vs 1Q: +6.03%) and real estate (1H: +3.86% vs 1Q:
+3.72%).

Exports growth decelerated but sustained a strong 20.90% YQOY growth to USD
17.80 billion in June. After growing 24.80% YOY in May, oversea shipments
increased at impressive pace due to double digit growth of electric/ computer parts
(June: +26.50% YOY vs May: +38.60% YQY), telephones & parts (June: +43.30%
YOY vs May: +40.90% YQY), machine equipment & parts (June: +32.50% YOY vs
May: +59.50% YQY) and transport equipment (June: +26.30% YOY vs May:
+7.70% YOY). Footwear exports grew 9.80% YQY in June after increasing 10.70%
YOY in May. Pulling back headline exports growth on the other end was the 1.70%
YOY drop in textile exports (May: +8.00% YQY) coupled with a drastic slowdown in
exports of steel (June: +9.00% YOY vs May: +48.20% YOY).

Exports increased 20.90% YOY to USD 17.80 billion
in June (May: +24.80% YOY)

Also on a softening trend, imports growth moderated to 22.10% YOY (USD 18.00
billion) in June after growth of 26.90% YOY in May. Softer but upbeat increase in
imports reflected robust domestic consumption as purchase of heavy duty items
such as electric and computer supplies (June: +28.00% YOY vs May: +42.50%
YOY) and machinery tools and parts (June: +34.40% YQY vs May: +39.70% YOY)
reiterated robust capital spending. Adding to the surge in imports of the heavy duty
items, the climb in fabrics (June: +20.80% YOY vs May: +11.20% YOY) and
footwear materials imports (June: +20.10% YOY vs May: +4.00% YOY) contributed
to the double digit growth in headline imports. Separately, trade deficits narrowed
to USD 0.20 billion in June from USD 0.53 billion in May due to larger decline in
monthly imports (-2.50%) compared to exports (-0.70%).

Imports increased 22.10% YOY to USD 18.00 billion
in June (May: +26.90% YOY)
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Industrial production increased 8.60% YOY in June on the heels of 7.20% YOY
IPI picked up steam to 8.60% YOY in June (May: climb in May. Mining and quarrying sector remained a drag amid anemic surge in
+7.20% YQY) commodities prices, declining 5.50% YOY in June followed a 7.80% YQY drop in
May. Manufacturing and water production increased 13.20% YOY (May: +11.20%
YOY) and 9.40% YOY (May: +8.20% YQY) last month. Electricity production grew
6.60% YOY in June after increasing 13.80% YOY in May.

Retail sales rose 10.10% YOQOY to VND 1,924 trillion in the first six months of the year
after growing 10.20% YOQY in the January- May period. Trade and hotel/ restaurants
climbed 10.20% and 12.00% respectively, while tourism and services increased
6.70% and 8.10%.

Retail sales rose 10.10% YOY in the first six
months of the year (Jan- May: +10.20% YQOY)

Meanwhile, consumer prices index (CPI) rose at a softer pace for five straight
months as inflation grew 2.54% YOY in June (May: +3.19% YOY). Food prices
dropped 3.10% from a year ago (May: -2.32% YOY) and cost of transport increased
at nearly half the pace last month (June: +4.22% YOY vs May: +8.10% YOY).
Healthcare expenses jumped at a staggering pace of 46.14% YOY (May: +46.20%
YOY) while cost of education increased 9.80% YOY in June (May: +9.78% YOY).

Inflation rose 2.54% YOY in June (May: +3.19%
YOY)

Positive global outlook and the recovery in the global trade, coupled with dwindling
downside risks from adverse weather conditions put Vietnam on track to achieve its
annual growth target of 6.70% this year.
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Figure 1: GDP Growth (%YQY YTD)

Figure 2: CPI by Major Component (% YOY)
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Figure 3: CPI (%YQY) vs Refinancing & Discount Rates Figure 4: External Trade Performance
% USD bil %YO
104 CPI Refinancing Rate Discount Rate 2,500.0 + Y. 80
9 - Trade Balance
. 2,000.0 Exports (RHS) r 70
, 1,500.0 Imports (RHS) 60
6 - 1,000.0 - 50
5 - N /\ 500.0 40
4 - 0.0 - 30
31 -500.0 - 20
2 -1,000.0 L 10
1 4
-1,500.0 Y
O oo ™ ¥ 5 ¢ 56 b oH oo d e K~
D T A S B S B A r S T B VAT TS -2,000.0 - -10
G
8 2 3R 8 23R c883L 8838 s 8e
a5 < O n < O 5 < O 5 < O 5 < -2,500.0 L 20
Source: General Statistics Office, Vietham, and Bloomberg Source: General Statistics Office, Vietham, and Bloomberg
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.




