
 
 

 

 

 

VNDIRECT Research 

www.vndirect.com.vn  1 

 

 

 

Economic Update 

Feeling the impact of Delta variant 

Economic picture deteriorates due to stricter social restriction protocols 

Stricter social restriction protocols have heavily hit the service sector. Gross retail 
sales of consumer goods and services witnessed the fourth consecutive month 
of decline, to VND279,843bn (-33.7% yoy), and it was even 10.5% lower than the 
figure recorded in April 2020 when Vietnam adopted nationwide social restriction 
protocols. Also, the industry and construction were hurt by forth outbreak as the 
IHS Markit Purchasing Managers' Index (PMI) of Vietnam dropped to 40.2pts, the 
lowest level since May 2020.  

Vietnam’s export under pressure of the current wave 

Per GSO data, export value dropped 6.0% mom (-5.4% yoy) in Aug 2021. This is 
the first time since May 2020 that Vietnam’s export value witnessed a year-on-
year decline (excluding the seasonal factor). Export activities were hit last month 
as seaports in Southern Vietnam reduced their capacity to meet social-distancing 
measures and transport was tightly controlled by anti-coronavirus regulations. 

State Bank of Vietnam (SBV) took actions to support businesses  

On September 7, SBV issued Circular 14/2021/TT-NHNN amending and 
supplementing several articles of Circular No. 01/2020/TT-NHNN directing credit 
institutions to extend debt repayment to support customers affected by the 
COVID-19 pandemic. Specifically, the restructuring of debt repayment terms for 
customers will be carried out until June 30, 2022, extending half a year longer 
than the time limit specified in Circular No. 01/2020/TT-NHNN. 

We lowered 2021F Vietnam’s GDP growth forecast to 3.9%    

In base case scenario, we expect the daily cases curve will flatten and movement 
control will be gradually relaxed since mid-Sep. Ho Chi Minh City set target to 
open totally since mid-Jan next year. Domestic flights are expected to resume 
since late-Sep. Additionally, Government has approved plans to allow fully 
immunized tourists to visit Phu Quoc since Oct. Incorporating the recent 
economic performance and outlook, we lower 2021F GDP growth forecast to 
3.9% from previous 5.0-5.5%. We maintain forecast of 7.0% for 2022F GDP 
growth driven by 12.5% growth of export, positive trade balance and stable 
Vietnam dong. 

 Figure 1: Summary of macro forecasts in 2021 – 22  

 
                                                                                    Source: VNDIRECT RESEARCH, GSO, SBV 

▪ In Aug, Vietnam’s PMI dropped to 40.2pts, the lowest level since May 2020. 

▪ For the first time since May 2020, export value dropped 6.0% mom and 

5.4% yoy to about US$26.2bn in Aug 2021.  

▪ Inflation climbed to 2.8% yoy in Aug (vs. 2.6% in the previous month). 

▪ We lowered FY21F GDP growth rate to 3.9% from previous 5.0-5.5%.   

Econ note 
 
 

13 Sep 2021 

 

 

 

 

 

 

Analyst(s): 

 
Dinh Quang Hinh 

hinh.dinh@vndirect.com.vn  

 

file:///C:/Users/Ba.N/Downloads/www.vndirect.com.vn
mailto:hinh.dinh@vndirect.com.vn


 
 

 

 

 

VNDIRECT Research 

www.vndirect.com.vn  2 

FEELING THE IMPACT OF DELTA VARIANT 

Stricter social-distancing measures; improving vaccination rollout 

Figure 2: Google mobility for retail and recreation in Vietnam (7 
days moving average)  

  Figure 3: Google mobility for workplace in Vietnam (7 days moving 
average)  

 

  

 

   Source: GOOGLE, VNDIRECT RESEARCH      Source: GOOGLE, VNDIRECT RESEARCH 

 

Ho Chi Minh city has imposed stricter movement control since early-Aug in the 
spirit of “whoever stays where he is”. All non-essential services have been closed 
while factories are only allowed to operate when they meet coronavirus 
prevention requirements and limit the number of workers on site. As a result, 
some factories have operated at 30-50% of their designed capacity, and even 
others have had to accept to suspend operations. At the same time, Hanoi, Da 
Nang and other southern provinces also ban the public transports, intercity bus 
service and closed most non-essential businesses, thus causing transport, retail 
and recreation mobility at the national level has plunged, dropping to 70% below 
pre-pandemic level.  

Figure 4: Daily new cases since the fourth outbreak of COVID-19 
infections in Vietnam  

  Figure 5: Share of people vaccinated against COVID-19 (data on 
10 September, 2021)   

 

  

 
   Source: WHO, VNDIRECT RESEARCH      Source: WHO, Our world in data 
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We expect that the number of daily new cases would be able to decline in Sep 
thanks to drastic social measures being applied and faster vaccination progress. 
So far Vietnam has fully vaccinated around 4.9% of its population, while around 
23.0% has been partially vaccinated. The government estimates that over 30 
million doses of the anti-coronavirus vaccine will arrive in Vietnam within the next 
two months and aims to have over 70% of the population vaccinated by the end 
of the first quarter of 2022.  

Additionally, Vietnam is speeding up the development of domestically produced 
vaccines. Three potential names of domestically produced vaccines are 
Nanocovax, Covivac and ART-154. The best candidate is Nanocovax, which has 
completed Phase 2 clinical trials. Nanocovax is currently in Phase 3 trials and is 
being considered for emergency use by the Ministry of Health. Covivac has been 
in Phases 2 trials since 18 Aug. Meanwhile, the first phase of clinical trials of the 
ART-154 anti-coronavirus vaccine kicked off on 15 Aug. ART-154 is a two-dose 
self-amplifying STARR mRNA vaccine to be produced under the collaboration of 
VinBioCare (a member of Vingroup, VIC VN) and the US-based company 
Arcturus Therapeutics.  

 

Both services and manufacturing were hit hard in the past 2 months 

According to General Statistics Office (GSO), gross retail sales of consumer 
goods and services witnessed the fourth consecutive month of decline, to 
VND279,843bn (-10.5% mom and -33.7% yoy), and it was even 10.5% lower than 
that in April 2020 when Vietnam imposed the first nationwide lockdown for 3 
weeks.   

Wholesale and retail sales dropped 8.0% mom (-25.3% yoy) as domestic demand 
slumped. The revenue of accommodation and catering services fell 26.3% mom 
(-66.9% yoy) while the revenue of traveling service plummeted 78.8% mom (-
97.6% yoy) amid the temporary shutdown of nonessential services in many 
provinces. We observed the downward pressure on service sector were much 
heavier than that during the first lockdown last year. 

For 8M21, gross retail sales of consumer goods and services slid 4.7% yoy (vs. 
a decline of 0.2% yoy in 7M21 and a 1.1% decrease in 8M20). If exclude the price 
factor, this figure declined 6.2% yoy, the strongest level since May 2020.  

We expect revenue of the service sector to slightly recover in Sep as some 
localities could relax some social-distancing measures and restrictions applied to 
non-essentials services since 15 September.   

Figure 6: Gross retail sales of consumer goods and services saw 
the fourth consecutive month of decline  

  Figure 7: Revenue of accommodation and catering service 
plummeted amid the 4th wave of COVID-19   

 

  

 
   Source: GSO, VNDIRECT RESEARCH      Source: GSO, VNDIRECT RESEARCH 
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Regarding the industrial sector, the IHS Markit Purchasing Managers' Index (PMI) 
of Vietnam in August 2021 dropped to 40.2 points, the lowest level since May 
2020, marking the third consecutive month the index fell below 50 points. Also, 
Vietnam’s Aug Index of Industrial Production (IIP) slumped 7.4% yoy (vs. a 
decline of 0.3% yoy in the previous month). These indicators have shown a further 
reduction in industrial activities as more factories have to be temporary 
suspended.  

Regarding sub-sector, very few industrial sub-sectors recorded growth over year-
on-year basis, including mining support service activities (+26.5% yoy), mining of 
coal and lignite (+ 19.0% yoy), manufacture of basic metals (+12.1% yoy), 
manufacture of coke and refined petroleum products (+9.9% yoy) and 
manufacture of wood (+6.8% yoy). On the other hand, we saw a strong 
contraction in manufacture of furniture (-20.9% yoy), manufacture of food 
products -15.2% yoy), manufacture of chemicals and chemical products (-11.2% 
yoy), extraction of crude petroleum and natural gas (-9.1% yoy) and manufacture 
of motor vehicles (-7.8% yoy).  

Figure 8: PMI slumped further      Figure 9: Industrial production index (IIP) by category   

 

  

 
   Source: GSO, VNDIRECT RESEARCH      Source: GSO, VNDIRECT RESEARCH 

 

Import and export activities struggled with supply disruption  

Per GSO data, export value dropped 6.0% mom (-5.4% yoy) to about US$26.2bn 
in Aug 2021. This is the first time since May 2020 that Vietnam’s export value 
witnessed a year-on-year decline (excluding the seasonal factor). Export activities 
were hit last month as some seaports in Southern Vietnam had to limit their 
operation as required while other transports were tightly controlled. For 8M21, 
export value climbed to US$212.6bn (+21.2% yoy).  

Among Vietnam’s export products, the items that recorded the positive growth 
rate in Aug 21 include petroleum (+172.9% yoy), steel (+107.0% yoy), pepper 
(+72.6% yoy), cassava and cassava products (+54.4% yoy) and chemicals 
(+47.5% yoy). On the other hand, some products saw a strong decline, including 
crude oil (-75.5% yoy), footwear (-38.5% yoy), bags and suitcases (-37.9% yoy), 
non-wooden furniture (-37.2% yoy and rice (-30.4% yoy)  

Basing on the actual performance of manufacturing sector during Jun – Aug, we 
lower our forecast for 2021F Vietnam’s export value growth to 15% yoy from the 
previous forecast of 16.6% yoy.  
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Figure 10: Vietnam continued to net import in Aug 2021     Figure 11: Top export products in term of value in Aug (% yoy) 

 

  

 
   Source: GSO, VNDIRECT RESEARCH      Source: GSO, VNDIRECT RESEARCH 

 

As for imports, Vietnam’s import spending rose 21.2% yoy to US$27.5bn in Aug 
2021 (slower than an increase of 31.8% yoy in the previous month). For 8M21, 
import value climbed to US$216.3bn (+33.8% yoy), and Vietnam net imported 
US$3.7bn in 8M21 (vs. a trade surplus of US$8.7bn seen in 8M20), according to 
GSO. Among Vietnam’s key import products, the items that witnessed the strong 
import growth rates in Aug 2021 include rubber (+137.6% yoy), fertiliser (+90.7% 
yoy), cotton (+64.4% yoy), chemical products (+62.2% yoy) and steel (+51.8% 
yoy).  

Due to the negative impact of the fourth outbreak on manufacturing sector and 
export activities, we forecast Vietnam's trade surplus will drop sharply in 2021 to 
US$0.3bn, from a trade surplus of US$18.9bn in 2020.  

 

State investment slew down while FDI saw positive signals  

Stricter social-distancing measures and construction material prices hike caused 
several delays in the implementation of public investment last month. Per GSO 
data, disbursement under state budget (public investment) in Aug dropped 20.9% 
yoy (-7.1% mom) to VND34,874bn. For 8M21, disbursed state capital fell 0.4% 
yoy to VND244.9 trillion (below an increase of 28.0% yoy in 8M20), equivalent to 
51.1% of the full-year target. To reverse the downward trend, the government 
issued Official Letter No. 1082/CD-TTg dated August 16 on speeding up the 
implementation and disbursement of public investment for the remainder of 2021. 
We expect the disbursement of public investment to accelerate since mid-Sep 
after several localities relaxing social-distancing policies, that is expected to be 
among the key drivers for economic recovery in 4Q21.   

Foreign indirect investment unexpectedly witnessed positive signals in Aug 2021. 
According to GSO, the registered capital of FDI projects surged 233% in Aug to 
US$2.4bn (vs. a 54% decline seen in the previous month). Last month, LG 
Display Vietnam registered to increase investment capital in Trang Due industrial 
park in Hai Phong city by US$1.4bn, thus lifting the total investment capital to 
US$4.7bn, and become the largest foreign investor in this locality. For 8M21, the 
register capital of FDI projects slid 2.1% to US$19.1bn (vs. a decrease of 12.6% 
yoy in 8M20). To be more specific, 1,135 newly licensed projects with a registered 
capital of US$11.3bn, an increase of 16.3% in terms of registered capital 
compared to the same period in 2020; 639 projects licensed in the previous years 
approved to adjust investment capital (incremental FDI) with a total additional 
capital of US$5.0bn (+2.3% yoy); 2,720 turns of capital contribution and share 
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purchases of foreign investors with a total value of the capital contribution of 
US$2.8bn, a drop of 42.9% over the same period in 2020. Regarding 
disbursement capital, the implemented capital of FDI projects reached 
US$11.6bn, increasing 1.6% yoy (vs. a 4.7% decrease in 8M20).   

Figure 12: FDI inflows slightly picked up    Figure 13: Public investment slew down amidst the worst wave 

 

  

 
   Source: GSO, VNDIRECT RESEARCH      Source: GSO, VNDIRECT RESEARCH 

 

Figure 14: List of major FDI projects in 8M21 

 
                                                                                              Source: VNDIRECT RESEARCH, MPI 

 

Inflation inched up but still manageable  

Vietnam’s headline inflation climbed to 2.8% yoy in Aug 2021 (vs. 2.6% in the 
previous month). On month-on-month basis, headline CPI inched up 0.2% vs. Jul 
level, mostly driven by the 0.7% mom increase in food and foodstuff price index, 
and the 0.2% mom increase beverage and tobacco price index. On the contrary, 
the transport price index fell 0.1% mom in Aug 2021. 

As the inflationary pressure remained low in the remainder of 2021 as the 
government announced to reduce prices and fees of essential services such as 
electricity, water supply and telecommunication for customers affected by the 
COVID-19 pandemic, we keep unchanged our forecast of the 2021F average 
headline CPI increase of 2.4% yoy (+/- 0.2 percentage points). 
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Figure 15: Inflation well-managed    Figure 16: Transportation CPI eased despite the rising petrol price  

 

  

 
   Source: GSO, VNDIRECT RESEARCH      Source: GSO, VNDIRECT RESEARCH 

 

The Vietnam Dong continues to strengthen against the U.S. dollar 

The Vietnam Dong continues to strengthen against the U.S. dollar. As of 31 Aug, 
the interbank exchange rate for US$/VND fell 0.7% mom, while the US$/VND 
exchange rate in the free market dropped 0.6% mom and the Vietnam Central 
bank-set exchange rate for the US$/VND slid 0.2% mom in Jul 2021.  

Figure 17: Regional currencies vs. the USD (% YTD)   Figure 18: VND continued to strengthen against the U.S. dollar in 
Aug (US$/VND) 

 

  

 
   Source: BLOOMBERG, VNDIRECT RESEARCH      Source: SBV, VNDIRECT RESEARCH 

 

However, we keep neutral view for Vietnam Dong for the remainder of 2021 due 
to the following reasons: (1) USD may regain the upper hand in the rest of 2021 
as the Federal Reserve (FED) is considering scenarios of shrinking quantitative 
easing programme (QE tapering) from late-2021, (2) recent inflation picks up in 
Vietnam and (3) the return of trade deficits of c. US$3.7bn in the first eight months. 
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Accommodative monetary policy to support businesses and the economy 

recovery  

Several supporting measures were actively launched by State Bank of 
Vietnam (SBV)  

On September 7, SBV issued Circular 14/2021/TT-NHNN amending and 
supplementing several articles of Circular No. 01/2020/TT-NHNN directing credit 
institutions to extend debt repayment to support customers affected by the 
COVID-19 pandemic. Specifically, the restructuring of debt repayment terms for 
customers will be carried out until June 30, 2022, extending half a year longer 
than the time limit specified in Circular No. 01/2020/TT-NHNN. The 
implementation of exemption and reduction of interest and fees for clients 
affected by the COVID-19 pandemic according to the new circular also last until 
June 30, 2022.  

Before that, SBV issued the new Decision 1349/QD-NHNN on August 28, 2021 
to replace the old Decision 1349/QD-NHNN dated August 6, 2020. Under the new 
decision, the interest rate of reserve requirement deposits in Vietnam Dong and 
in foreign currencies will be kept unchanged at 0.5 percent and zero percent per 
annum, respectively. Regarding the interest rate for excess reserves in Vietnam 
Dong will remain at zero percent per annum, while that in foreign currencies will 
be adjusted to zero percent per annum, from the previous 0.05% percent per 
annum as specified in the previous decision.  

Deposit rates slumped further in August  

The decrease in credit demand as businesses were negative affected by the 
recent COVID-19 outbreak pushed interbank interest rates and deposit rates 
down further. According to Bloomberg data, the overnight rate dropped 23 basis 
points against late-July to 0.51% on 27 August. Moreover, the interbank interest 
rates of 1-week term to 2-month term fell in a range of 13 to 25 basis point in Aug 
2021. Meanwhile, the 3-month term and 12-month term deposit rates of private 
banks dropped 11 and 12 basis points, respectively, while the deposit rate of SEO 
banks stayed flat in August.   

Figure 19: Interbank interest rates declined 13-25 basis points 
mom in Aug 

  Figure 20: Deposit rates of private banks lowered 11-12 basis 
points mom in Aug (%)  

 

  

 
   Source: BLOOMBERG, VNDIRECT RESEARCH      Source: Commercial banks, VNDIRECT RESEARCH 

 

Lending interest rates may decrease further while deposit rates remain low 

until the end of 2021  

According to SBV, Vietnam’s credit growth as of late-Aug 2021 reached 7.4% 
against late 2020 (vs. 6.4% rate seen in late-Jun 2021). We maintain our view 
that the SBV to be more willing to raise the credit growth ceiling for commercial 
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banks in order to support the economy’s recovery. Also, we expect the credit 
interest rate to ease further to support growth, especially for industries and 
customers heavily impacted by the COVID-19 pandemic. In Jul, SBV had required 
commercial banks to reduce lending interest rates to support businesses 
recovery. Following this, commercial banks committed to cut off over VND20 
trillion from profit to lower lending rates by 0.5-2.0% for outstanding loans of 
pandemic-hit clients.  

Regarding deposit rates, we maintain our view that deposit rates could increase 
by 10-15 basis points by the end of 2021, but still remain low compared to pre-
pandemic level.  

 

MACRO OUTLOOK 

We revise down our 2021F GDP growth to 3.9% in baseline scenario  

The fourth wave of COVID-19 has greatly impacted on all aspects of Vietnam’s 
economy in the last four months. The economic picture even deteriorated rapidly 
in August as the country must adopt tighter social distancing protocols to prevent 
the spread of coronavirus. Despite applying stronger social distancing measures 
than before, the fourth wave of COVID-19 infections is unlikely to be completely 
controlled within the next 1-2 months as we previously forecast. To minimize the 
impact on the economy, the government planned to gradually reopen non-
essential economic activities since mid-Sep. However, we do not expect the 
economy’s reopening to be rapid due to high number of daily new cases, low 
vaccination rate and the negative impact of supply chain disruptions. We think 
this low recovery could extend into 4Q21F until the daily new cases reducing 
significantly from current level and the vaccination rate picking up higher. 
Therefore, we have revised our forecasts for Vietnam's economic outlook in 
2H21F.  

Figure 21: Key macro forecasts in 2021  

 
                                                                           Source: VNDIRECT RESEARCH, GSO, SBV, MOF 

 

In the baseline scenario, we revised down Vietnam’s 2021F GDP growth to 3.9% 
from a previous forecast of 5.0-5.5%. Our forecast is based on the following key 
assumptions: 

• The daily cases curve will flatten since mid-Sep  

• Vietnam could accelerate vaccine deployment until the end of 2021. In our 

baseline scenario, Hanoi and Ho Chi Minh city will complete the first dose of 
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COVID-19 vaccine for people over 18 years of age in Sep 2021 and about 

60% of Vietnam's population will get at least one dose of COVID-19 vaccine 

by the end of 2021.  

• Hanoi could ease social-distancing measures since late-Sep 2021 and Ho 

Chi Minh city would start relaxing social restriction protocols since early-Oct 

2021. Ho Chi Minh City set target to open totally since mid-Jan next year.  

• Domestic flights are expected to resume since late-Sep. 

• Vietnam could pilot reopening some tourist areas, such as Phu Quoc island, 

for international tourists since the fourth quarter of 2021.  

In our new forecast, we expect the service sector to slid 0.02% yoy in 2H21F, 
lower than increase of 2.4-3.2% yoy in the previous forecast and the 4.0% growth 
rate seen in 1H21. Some service sub-sectors, including accommodation and food 
service activities; transportation and storage; arts, entertainment and recreation; 
administrative and support service activities, may record negative growth in 
2H21F.  

We lower the growth rate of industry and construction sector to 5.1% yoy in 2H21 
from previous forecast of 7.3-8.3% yoy and the 8.4% growth rate seen in 1H21 
due to stricter social restriction protocols and supply chain disruption. For 
agricultural, forestry and fishery sector, we expect this sector to grow by 3.6% yoy 
in 2H21, lower than previous forecast of 3.7-4.0% yoy and the 3.8% growth rate 
seen in 1H21 due to lower domestic consumption demand.  

Regarding to quarterly growth, we forecast 3Q21F GDP growth at -1.2% yoy 
before rebounding to 5.7% in 4Q21F.  

Figure 22: Forecasted quarterly GDP growth by sector in baseline 
scenario (% yoy)   

  Figure 23: 2021F annual GDP growth by sector in baseline 
scenario (% yoy) 

 

  

 
   Source: VNDIRECT RESEARCH, GSO      Source: VNDIRECT RESEARCH, GSO 
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RECOMMENDATION FRAMEWORK 

Stock Ratings Definition: 

 Add The stock’s total return is expected to reach 15% or higher over the next 12 months. 

 Hold The stock’s total return is expected to be between negative 10% and positive 15% over the next 12 months. 

 Reduce The stock’s total return is expected to fall below negative 10% over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the 

forward net dividend yields of the stock. Stock price targets have an investment horizon of 12 months. 

  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute 

recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute 

recommendation. 
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