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= Vietnam’s 3Q22 real GDP growth surged 13.7% yly, supported by the low base of 6%
contraction in the same quarter last year as well as continued recovery in manufacturing
and services sectors with momentum from reopening.

= The sharp rebound in 3Q22 GDP lays the ground for a strong performance for 2022, and
we are raising further the full year forecast to 8.2% from our previous call of 7%, although
outlook for 2023 is less optimistic as aggressive tightening from the central banks weigh on
the US and Europe.

= Rising concerns of a China slowdown means VND is still likely to be biased weaker in the
coming quarters although losses may be cushioned by a strong domestic growth outlook.
Overall, we update our USD/VND forecasts to 24,000 in 4Q22, 24,100 in 1Q23, 24,200 in
2Q23 and 24,300 in 3Q23.

Double-digit Surge In 3Q22 GDP Growth

Data released by General Statistics Office on Thu (29 Sep) showed Vietnam’s real GDP growth
surged by 13.7% yly in 3Q22, from an upwardly revised 7.8% in 2Q22 (prior estimate: 7.7% yly).
While the outcome came in below consensus estimate of 14.4% yly, it is the nonetheless the
record quarterly increase for Vietnam and narrowly beats India’s 13.5% y/y pace in the Apr-Jun
quarter to claim the strongest performance in Asia this year.

The sharp rebound in 3Q22 GDP was supported by the low base in the same quarter last year,
which shrank by a record 6% yly as the country essentially shut down during the quarter in
response to the Omicron variant of the COVID-19 virus. Meanwhile, the reopening and easing
mobility restrictions since the early part of this year helped to spur business activities from 2Q22,
especially in the services sector as sentiment improved.

In the first 3 quarters of 2022, Vietnam’s GDP rose 8.8% y/y YTD, against 6.4% in the first 2
quarters of the year. Activities accelerated across the main sectors in the 1Q-3Q period, including
construction (8.6% y/y YTD vs. 3.7% in 2Q), manufacturing (10.7% vs. 9.7% in 2Q), and services
(10.6% vs. 6.6% in 2Q).

Recovery is particularly discernible in the service sector, as accommodation & food segment
jumped by 41.7% yly YTD against 11.2% in 2Q, while entertainment/recreation segment surged
by 14.5% yly YTD from 8% in 2Q as restrictions eased and foreign visitors returned.

Other monthly data releases also showed that activities have generally returned to normal along
with the easing of COVID-19 measures and borders reopening.

Domestically, retail sector benefited significantly, as it stayed in positive territory for the 8th
consecutive month and recorded 15.8% y/y YTD to 3Q22, extending the 11.3% y/y gain in 1H22.
Particularly, tourism related spending surged by 294.9% y/y YTD to 3Q22, from 94.4% yly YTD
to Jun.

On the external front, the slowing in both exports and imports could portend to slowing demand
ahead as tightened policy from major central banks weigh on sentiment and activities. Exports
rose 10.3% yly, substantially slower than the YTD gain of 17.3%, while exports value amounted
to USD29.9 bn in Sep, lower than the average of USD31.3 bn so far in 2022. Similarly for imports,
which gained 6.4% y/y in Sep, against 13% y/y YTD. Cumulative trade surplus this year came in
at USD 6.5 bn in Sep, exceeding the full year trade surplus of USD4.8 bn in 2021.
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Foreign direct investments (FDI) remained positive, with an inflow of USD 15.4 bn YTD to Sep,
compared to USD10.1 bn in the first six months of 2022, for a gain of 15.6% y/y YTD. On an
annualized basis, FDI this year looks to be on track to at least match the total inflows of USD19.7
bn recorded in 2021.

However, pledged or registered FDI — which indicate the size of future FDI disbursements
continued to underwhelm in 2022. The headline registered FDI fell 15.3% y/y in to USD18.8 bn
YTD to Sep, vs USD22.1 bn in the same period a year ago. Of the pledges, 64% are slated for
manufacturing and processing sector, while 19% targeted for real estate. Singapore was the top
source of FDI pledges, followed by Japan and South Korea.

The latest CPI print suggests that upward pressures on inflation remain present. Headline CPI
rose 3.9% yly in Sep from 2.9% in Aug, the fastest pace since Mar 2020 and near the central
bank’s top end of 4%. Likewise, core inflation (ex food and energy) gained 3.8% y/y in Sep from
3.1% in Aug, for the second straight month of standing above 3% and at the strongest since
record began in 2015. Higher costs of transport, food, and housing are the main drivers for the
headline inflation and are likely to remain so for now.

Upgrading GDP Forecast For 2022

The sharp rebound in 3Q22 GDP has provided a strong foundation in the first 9 months of the
year, laying the ground for a strong performance for 2022. With 8.8% y/y YTD gain in the bag,
we are raising further the full year growth forecast for Vietnam to 8.2% (vs. our previous call of
7%).

However, more concerning is the outlook for 2023, as aggressive policy tightening from major
central banks are expected to weigh on the US and Europe, the two major exports markets that
accounted for 41% share of Vietham’s exports. Indeed, in our latest Quarterly Global Outlook,
we expect a recession for the major economies in 2023 although it is uncertain at this point the
extent and duration of the downturn (For more details, please refer to Quarterly Global Outlook
40Q 2022). We are keeping our 2023 GDP growth projection for Vietnam at 6.6%, with the
anticipation of slowing demand from the key markets.

As for monetary policy, the State Bank of Vietham (SBV) surprised with an interest rate tightening
late afternoon of 22 Sep, thereby signaling the start of its policy normalization cycle after a
hawkish US Fed raised its benchmark interest rate by 75bps for the third straight time that
morning. SBV hiked two of its policy rates by 100bps each, lifting the refinancing rate from historic
low of 4.00% to 5.00%. Against the backdrop of an aggressive US Fed policy stance, strong US
dollar, weakened VND and inflation rate poised near the top of SBV’s target, we see room for
SBV increasing a further 100bps to the refinancing rate in a paced manner over the next 2
quarters. This would bring the refinancing rate to 5.50% by end-2022 and then to 6.00% by end-
1Q23, the same level that prevailed just before the COVID-19 was declared a global pandemic
in Mar 2020.

On the FX front, the VND has not been spared from the Asia-wide weakness inflicted by the

aggressive repricing in Fed rate hike expectations and rising concerns of a China slowdown. As

such, VND is still likely to be biased weaker in the coming quarters although losses may be

cushioned by a strong domestic growth outlook. Overall, our USD/VND forecasts are set at

24,000 in 4Q22, 24,100 in 1Q23, 24,200 in 2Q23 and 24,300 in 3Q23.

s o | e | e | s |
VND Refi 5.00 5.50 6.00 6.00 6.00 6.00
Rate

R
TTE


https://www.uobgroup.com/web-resources/uobgroup/pdf/research/QGO-4Q2022.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/QGO-4Q2022.pdf

Vietnam: Real GDP by Sectors YTD, Quarterly

Source: Macrobond, UOB Global Economics & Markets Research
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Vietnam: Retail Trade By Sectors,
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Vietnam: Foreign Trade, Monthly,
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Vietnam: Foreign Direct Investment, Registered Capital

Vietnam: Industrial Production, Monthly (YTD Aggregate)

Source: Macrobond, UOB Global Economics & Markets Research Source: Macrobond, UOB Global Economics & Markets Research
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Vietnam: Consumer Price Index, Monthly Vietnam: Policy Rates

Source: Macrobond, UOB Global Economics & Markets Research Source: Macrobond, UOB Global Economics & Markets Research
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Vietnam: Real GDP Components, Aggregate YTD

Source: Macrobond, UOB Global Economics & Markets Research
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Disclaimer

This publication is strictly for informational purposes only and shall not be transmitted, disclosed, copied or relied upon by any person for whatever
purpose, and is also not intended for distribution to, or use by, any person in any country where such distribution or use would be contrary to its laws
or regulations. This publication is not an offer, recommendation, solicitation or advice to buy or sell any investment product/securities/instruments.
Nothing in this publication constitutes accounting, legal, regulatory, tax, financial or other advice. Please consult your own professional advisors about
the suitability of any investment product/securities/ instruments for your investment objectives, financial situation and particular needs.

The information contained in this publication is based on certain assumptions and analysis of publicly available information and reflects prevailing
conditions as of the date of the publication. Any opinions, projections and other forward-looking statements regarding future events or performance
of, including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ from actual events or results. The
views expressed within this publication are solely those of the author’s and are independent of the actual trading positions of United Overseas Bank
Limited, its subsidiaries, affiliates, directors, officers and employees (“UOB Group”). Views expressed reflect the author’s judgment as at the date of
this publication and are subject to change.

UOB Group may have positions or other interests in, and may effect transactions in the securities/instruments mentioned in the publication. UOB
Group may have also issued other reports, publications or documents expressing views which are different from those stated in this publication.
Although every reasonable care has been taken to ensure the accuracy, completeness and objectivity of the information contained in this publication,
UOB Group makes no representation or warranty, whether express or implied, as to its accuracy, completeness and objectivity and accept no
responsibility or liability relating to any losses or damages howsoever suffered by any person arising from any reliance on the views expressed or
information in this publication.
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