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ECONOMIC UPDATE

Poised for a recovery ahead


We think the sharp decline in 3Q21 makes the economic growth hard to
capture the previous forecast of 3.9% for 2021.



Vietnam is poised for a gradual recovery since 1Q22 driven by picking up
vaccination, resuming exports and manufacturing expansion and ongoing
stimulus packages.



We lower GDP growth to 2.2% for 2021 but upgrade that to 7.5% for 2022.

3Q21 GDP missed our expectations as Covid-19 impact lingered
According to General Statistics Office (GSO), Vietnam’s real GDP fell 6.2% yoy
in 3Q21, i.e. the slowest quarterly growth rate ever recorded by GSO. All aspects
of the economy were under downward pressure in 3Q21. The agriculture, forestry
and fishery sector edged up 1.0% yoy in 3Q21, the industry and construction
sector dropped 5.0% yoy while the service sector fell 9.3% yoy. We think the
sharp decline in 3Q21 makes the economic growth hard to capture the previous
forecast of 3.9%. Therefore, we lower our 2021 GDP growth forecast to 2.2%.
We do not see the inflation risk in the next two quarters
Vietnam’s headline inflation slowed to 2.1% yoy in Sep (vs, 2.8% yoy in the
previous month. We lower our forecast of the 2021F average headline CPI
increase of 2.2% yoy (+/- 0.2 percentage points). We expect inflation pressure to
remain low in the next two quarters before rising since 2Q22 due to (1) the
recovery of domestic demand and (2) no longer government price reduction for
electricity, water and telecommunications as in the second half of 2021 and (3)
high energy prices expected in 2022F.
We see some bottlenecks that could hinder the recovery in 4Q21
There are some obstacles that could hinder the strong recovery of Vietnam’s
economy in the fourth quarter of 2021, including lower vaccination rate (especially
in rural areas), lower people’s income amid prolonged pandemic, inconsistent
anti-pandemic policies and labor shortages in Southern provinces.
… but the outlook is cleared since 1Q22 onward
We optimistic about Vietnam’s economy outlook in 2022 thanks to (1) strong
external demand amid on-track recovery of global economy, (2) higher
vaccination rate with 70-75% population fully vaccinated against coronavirus, (3)
the resume of international commercial flight and the revival of tourism (4)
loosening monetary and fiscal policies expected in 1H22. We project Vietnam’s
GDP rising by 7.5% in 2022, with resilient growth in all sectors. By sector, the
industry and construction sector is forecasted to rise by 8.6%, followed by the
service sector (+8.1%) and the agriculture, forestry and fishery sector (+2.8%).
Figure 1: Summary of macro forecasts in 2021 – 22
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POISED FOR A RECOVERY AHEAD
3Q21 GDP missed our expectations as Covid-19 impact lingered
According to General Statistics Office (GSO), Vietnam’s real GDP fell 6.2% yoy
in 3Q21, i.e. the slowest quarterly growth rate ever recorded by GSO. This growth
was far below our baseline scenario 3Q21 GDP growth forecast of declining 1.3%
yoy as the economy had been severely affected by the current COVID-19 wave.
Figure 2: Vietnam’s GDP growth in 3Q21 (breakdown by sector)

Source: VNDIRECT RESEARCH, MPI

All aspects of the economy were under downward pressure in 3Q21. The
agriculture, forestry and fishery sector edged up 1.0% yoy in 3Q21, the lowest
quarterly growth rate since 2Q20, due to lower domestic demand when many
provinces applied strict social-distancing measures.
Figure 3: The agriculture, forestry and fishery sector still improved
growth rate in 9M21

Source: GSO, VNDIRECT RESEARCH

Figure 4: PMI remained under 50-pt level

Source: GSO, VNDIRECT RESEARCH

The industry and construction sector slid 5.0% yoy in 3Q21 (vs. a 10.4% yoy
increase seen in 2Q21) due to lower domestic demand and disruption in supply
chain amid tighter social-distancing protocols. Many industrial parks and factories
in southern provinces have to be temporary suspended to prevent the spread of
coronavirus, thus causing a reduction in industrial activities. Other key indicators
also point to a dismal situation of industrial production in 3Q21. Vietnam’s 3Q21
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Index Index of Industrial Production (IIP) slumped 4.4% yoy (slowing from a
12.4% increase in 2Q21). The IHS Markit Purchasing Managers' Index (PMI) of
Vietnam in Sep 2021 remained at 40.2 points, the fourth consecutive month the
index fell below the 50 points. These indicators have shown a further reduction in
industrial activities as more factories have to be temporary suspended.
Figure 5: Growth of sub-sector in industry and construction sector

Source: VNDIRECT RESEARCH, GSO

The service sector was hit the hardest and decreased 9.3% yoy in 3Q21 (vs. 4.2%
growth rate seen in 1H21) amid the temporary shutdown of nonessential services
in many provinces. 3Q21 gross retail sales of consumer goods and services
slumped 21.4% qoq to VND915,716bn (-28.3% yoy), of which wholesale and
retail sales dropped 15.6% qoq (-20.4% yoy) and the revenue of accommodation
and catering services fell 42.7% qoq (-55.7% yoy) while the revenue of travelling
service plummeted 83.6% qoq (-94% yoy).
Figure 6: Gross retail sales of consumer goods and services stayed
low as domestic demand remained weak in 9M21

Source: GSO, VNDIRECT RESEARCH

Figure 7: Growth of service sub-sector in 9M21

Source: GSO, VNDIRECT RESEARCH

For 9M21, Vietnam’s real GDP grew only 1.4% yoy, which is lower than the
growth rate of 2.2% yoy seen in 9M20. The service sector took a severely damage
caused by the fourth COVID-19 wave and recorded a negative growth of 0.7%
yoy in 9M21 (vs. 1.4% yoy increase in 9M20). Meanwhile, despite suffering
heavily in 3Q21, both the industry and construction sector and the agriculture,
forestry and fishery sector still recorded positive growth rate in the first nine
www.vndirect.com.vn
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months, of which the industry and construction sector rose 3.6% yoy in 9M21
(improving from a 3.1% increase in 9M20) while the agriculture, forestry and
fishery sector edged up 2.7% yoy (vs. 2.0% yoy increase seen in 9M20).

Import and export activities struggled in 3Q21 with supply disruption
Per GSO data, export value slid 0.6% yoy (+3.1% mom) to about US$27.0bn in
Sep 2021, marking the second consecutive month that Vietnam’s export value
witnessed a year-on-year decline (excluding the seasonal factor). The main
reason for the slowing down of export activities in 3Q21 were the supply disruption
as many factories in southern provinces had to reduced operation and transports
were tightly controlled amid social-distancing measures applied to prevent the
spread of coronavirus. For 3Q21, export value inched up only 1.6% yoy (+1.4%
qoq) to about US$81.1bn. For 9M21, export value climbed to US$240.5bn
(+18.8% yoy).
Among Vietnam’s key export products, the items that recorded the positive growth
rate in Sep 21 include: phones all of kinds (+15.2% yoy), electric goods &
computers (+3.0% yoy), machinery & equipment (+10.9% yoy), steel (+116.3%
yoy) and still image and video cameras (+38.3% yoy). Exports of phones, electric
goods and computers witnessed swift recovery in Sep after Bac Giang and Bac
Ninh provinces successfully contained the fourth wave of COVID-19 infections.
On the other hand, export value of some products saw year-on-year decline,
including textile & garment (-18.6% yoy), footwear (-44.2% yoy), wood & wooden
products (-35.3% yoy), means of transport (-34.3% yoy) and fishery (-26.8% yoy).
Basing on the actual performance of manufacturing sector and exports activities,
we maintained our forecast for 2021F Vietnam’s export value growth at 15% yoy.
Figure 8: Vietnam turned to net export in Sep 2021

Source: GSO, VNDIRECT RESEARCH

Figure 9: Export value by category in Sep

Source: GSO, VNDIRECT RESEARCH

As for imports, Vietnam’s import spending in Sep dropped 3.6% mom to about
US$26.5bn (+9.5% yoy). As a result, Vietnam net exported US$0.5bn in Sep 21,
marking the first monthly net export value since Apr 2021. For 9M21, import value
climbed to US$242.7bn (+30.5% yoy) and Vietnam net imported US$2.2bn in
9M21 (vs. a trade surplus of US$16.7bn seen in 9M20), according to GSO.
Among Vietnam’s import products, the items that witnessed the strong import
growth rates in Sep 2021 include cotton (+117.4% yoy), rubber (+95.6% yoy),
cashew (+81.4%), medicament (+68.7% yoy), fertiliser (+63.5% yoy) and steel
(+63.0% yoy).
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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 in 3Q21. Per GSO data,
the implemented state capital (public investment) in Jul-Sep period dropped
26.3% yoy (-0.4% qoq) to VND103,807bn. For 9M21, implemented state capital
fell 6.9% yoy to VND276.3 trillion (below an increase of 30.6% yoy in 9M20),
equivalent to 57.6% 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. The government has targeted to disburse 95% of the state capital
disbursement plan for 2021. We expect the disbursement of state capital to
accelerate in Oct-Dec period, that is expected to be the key drivers for economic
recovery in 4Q21.
Figure 10: Registered capital of FDI projects picked up

Figure 11: Public investment slew down amidst the worst wave

Source: GSO, VNDIRECT RESEARCH

Source: GSO, VNDIRECT RESEARCH

Foreign Direct Investment (FDI) overcame difficulties caused by the fourth wave
of COVID-19 infections to achieved some positive results in 3Q21. According to
GSO, the registered capital of FDI projects in 3Q21 rose 24.3% yoy to US$6.9bn
(vs. a decline of 2.6% yoy seen in 1H21). For 9M21, the register capital of FDI
projects increased 4.4% yoy to US$22.2bn (vs. a decrease of 18.9% yoy in
9M20).
Figure 12: List of major FDI projects in 9M21

Source: VNDIRECT RESEARCH, MPI
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To be more specific, 1,212 newly licensed projects with a registered capital of
US$12.5bn, an increase of 20.6% in terms of registered capital compared to the
same period in 2020; 678 projects licensed in the previous years approved to
adjust investment capital (incremental FDI) with a total additional capital of
US$6.4bn (+25.6% yoy); 2,830 turns of capital contribution and share purchases
of foreign investors with a total value of the capital contribution of US$3.2bn, a
drop of 43.8% over the same period in 2020. Regarding disbursement capital, the
implemented capital of FDI projects reached US$13.3bn in 9M21, falling 3.5%
yoy (vs. a 3.2% decrease in 9M20).

Inflation pressure eased after the government reducing prices and fees of
essential services for customers affected by the COVID-19 pandemic
Vietnam’s headline inflation slowed to 2.1% yoy in Aug (vs, 2.8% yoy in the
previous month. On month-on-month basis, headline CPI declined 0.6% vs. Aug
level, as the accommodation & construction materials price index dropped 2.0%
mom after the government agreed on a plan to reduce electricity bills during SepNov period for electricity users affected by the fourth outbreak and the food &
foodstuff index slid 0.2% mom amid lower live hog prices which fell below
VND50,000/kg in late-Sep 2021 (compared to an average level of VND53,500/kg
in Aug 2021). For 9M21, headline CPI averaged at 1.8%, which was far below the
government’s target of 4.0%. As a result, we lower our forecast of the 2021F
average headline CPI increase of 2.2% yoy (+/- 0.2 percentage points).
Figure 14: Foodstuff index stayed low as live hog prices dig
deeper

Figure 13: Inflation eased in Sep 2021

Source: GSO, VNDIRECT RESEARCH

Source: GSO, VNDIRECT RESEARCH

US$/VND exchange rate picked up due to stronger U.S. dollar
At the Federal Reserve’s (FED) meeting held on 21 September and 22, Jerome
Powell (the FED’s chairman) noted that the FED intended to announce a
reduction of the bond-buying (Quantitative Easing-QE) programme at its next
meeting in Nov 2021. He also concluded that the U.S. economy has been solid
enough to gradually withdraw supporting policies. And he disclosed the Federal
Open Market Committee (FOMC) broadly supports a “gradual” taper, with the
intention of completely withdrawing the QE programme around the second half of
next year. Following this event, the U.S. dollar soared against a basket of
currencies and climbed to one-year high on 29 Sep 2021. As a result, Vietnam
Dong slightly weakened against the U.S. dollar in Sep.
As of 30 Sep, the Vietnam Central bank-set exchange rate for the US$/VND
inched up 0.1 mom to VND23,162/US$, while the exchange rate in the free
www.vndirect.com.vn
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market rose 0.3% mom (bid rate) and 1.0% mom (ask rate). On the other hand,
the interbank exchange rate for US$/VND slid 0.1% mom
We keep neutral view for Vietnam Dong for the remainder of 2021 due to the
following reasons: (1) US$ 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 and (2) the return of trade deficits of c.
US$2.2bn in the first nine months.
Figure 15: Regional currencies vs. the USD (% YTD)

Figure 16: VND weakened against the U.S. dollar in Sep (US$/VND)

Source: BLOOMBERG, VNDIRECT RESEARCH

Source: SBV, VNDIRECT RESEARCH

MACRO OUTLOOK 2022
The economy gradually reopens as daily new cases drop and vaccination
rates soar
Figure 17: Daily new cases since the fourth outbreak of COVID-19
infections in Vietnam

Source: WHO, VNDIRECT RESEARCH

Figure 18: Share of people vaccinated against COVID-19 (data on
25 September, 2021)

Source: WHO, Our world in data

Last week (01/10-07/10/2021), the number of daily new cases dropped by more
than 60% compared to the same period last month. We expect that the number
of daily new cases would decline further in Oct-Dec period thanks to effective antiwww.vndirect.com.vn
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coronavirus measures and higher vaccination rate. So far, Vietnam has fully
vaccinated around 13.2% of its population, while around 24.3% has been partially
vaccinated. The government has set a target for at least 50% of people (aged 18
and over) to be vaccinated against coronavirus in 2021. By the end of the first
quarter of 2022, over 70% of the population would be vaccinated. We believe that
Vietnam will achieve or even exceed the government’s targets as we observed
new advances in domestic anti-coronavirus vaccine production. Vietnam has
successfully produced Sputnik-V vaccine domestically after receiving technology
transfer from a Russian partner. Additionally, made-in-Vietnam vaccine,
Nanocovax, is at last-mile phase 3 trials. Covivac has been in Phases 2 trials
since 18 Aug. Meanwhile, the first phase of clinical trials of the ART-154 anticoronavirus 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. Thanks to these advances in research and self-producing of
vaccine, Vietnam could increase its vaccine autonomy since fourth quarter of
2021.
As the current wave of COVID-19 has been brought under control, Hanoi and
several localities across the country have eased some social distancing
measures. Specifically, Hanoi allows a number of non-essential services such as
traditional markets, barbers, book stores, clothing shops, shopping centers, and
restaurant (for takeaway) to reopen. Accordingly, retail and recreation mobility at
the national level has seen a steady recovery over the past few weeks. Hochiminh
City, the country’s economic locomotive, also reopen some economic activities
from Oct 2021. The government also laid out a roadmap for reopening factories
and industrial parks across the country to promote the economy’s recovery. Many
factories and industrial parks in Hochiminh City, Binh Duong, Dong Nai and the
Mekong Delta have been allow to reopen since early-Oct.
Figure 19: Google mobility for retail and recreation in Vietnam (7
days moving average)

Figure 20: Google mobility for workplace in Vietnam (7 days moving
average)

Source: GOOGLE, VNDIRECT RESEARCH

Source: GOOGLE, VNDIRECT RESEARCH

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
www.vndirect.com.vn
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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.
Also, commercial banks are planning an interest rate compensation package of
VND3,000bn, equivalent to more than VND100,000bn of outstanding debt with
an interest rate of 3-4%/year to facilitate loans for businesses which were heavily
impacted by the COVID-19 pandemic.
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.
In addition, Vietnam Bank for Social Policies provided businesses with a 0%
interest loan package worth VND16,200bn to pay salaries of employees in
businesses that were heavily affected by the fourth wave of COVID-19 infection
within the period from May 1, 2021 to March 31, 2022.

Deposit rates to stay firm while lending rates may decrease further till yearend
According to Bloomberg data, the overnight rate at 30 Sep dropped 3 basis points
against late-Aug to 0.56%. Moreover, the interbank interest rates of 1-week term
to 2-month term fell in a range of 1 to 7 basis point in Sep 2021. On the contrary,
the interbank interest rates of 2 months term and over increase in a range of 2 to
16 basis points.
Meanwhile, the 3-month term and 12-month term deposit rates of both SOE banks
and private banks remained flat in Sep 2021.
Figure 22: Deposit rates of private banks remained stable in Sep
(%)

Figure 21: Interbank interest rates

Source: BLOOMBERG, VNDIRECT RESEARCH

Source: Commercial banks, VNDIRECT RESEARCH

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
banks in order to support the economy’s recovery. Also, we expect the credit
www.vndirect.com.vn
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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. According to GSO, the total amount of interest exempted or
reduced by credit institutions for customers from 23 Jan, 2020 to 31 Aug, 2021
was about VND26 trillion, of which the amount of interest exempted or reduced
from 15 Jul, 2021 to 31 Aug, 2021 was VND8,865bn, accounted for 43.0% of
banks’ commitment.

The government implemented several support packages in order to ease
the Covid-19 burden
On Jul 1, the government issued Resolution No. 68/NQ-CP ("Resolution 68") on
a number of policies to support employees and employers facing difficulties due
to the COVID-19 pandemic, worth a total of VND26 trillion. Soon after the
issuance of Resolution 68, Decision No. 23/2021/QD-TTg was also released to
provide detailed guidance on necessary steps to implement the policies in
Resolution 68. Specifically, this policy focuses on supporting workers directly
affected by the fourth outbreak, such as in industrial parks and in enterprises that
are temporarily closed or live in quarantine zones due to the fourth outbreak. The
policy consists of three basic groups, including: direct support in cash for workers
whose contracts or their jobs are suspended; support policies related to insurance
and support policies for businesses to restore production.
On Jul 31, the government issued Resolution No. 83/NQ-CP to agree on a plan
to reduce electricity bills (phase 4) for electricity users affected by the fourth
outbreak. Accordingly, the government requested to reduce electricity bills in two
months (Aug and Sep 2021) for customers using electricity in localities that are
implementing social-distancing measures in accordance with Directive No.
16/CT-TTg. The total amount of reduction in phrase 4 estimated at VND2.5 trillion.
On Aug 1, the government office issued a document on Deputy Prime Minister Le
Minh Khai's instruction regarding the reduction of water supply and
telecommunications fees for customers affected by the pandemic. Following this,
the telecommunication providers, including Viettel, VNPT, Mobifone, CMC, FPT,
Vietnamobile and SCTV, have agreed to offer support packages for
telecommunications customers, totaling VND10 trillion.
In addition, the Ministry of Finance (MOF) is studying and proposing an additional
tax and fee support package for businesses heavily affected by the COVID-19
pandemic, is estimated at VND21 trillion.
Before that, the Government issued Decree 52/2021/ND-CP on extending the
deadline of payment of VAT, CIT, personal income tax and land rent in 2021. The
total amount expected to be postponed or delayed is estimated at VND115 trillion.
Enterprises, business households and individuals strongly affected by the
pandemic are subject to this policy. The deadline is extended from 3-6 months
and taxpayers must fulfill their tax obligations no later than the end of 2021.
According to the Ministry of Planning and Investment, the size of all support
packages is estimated at about USD10.5bn. These supportive policies will help
businesses and employees overcome the current difficult period caused by the
COVID-19 pandemic and create foundation for recovery after the fourth outbreak
is totally contained. Besides, the reduction in prices and fees of essential services
such as electricity, water and telecommunications will help curb inflation for the
rest of 2021.

www.vndirect.com.vn

10

VNDIRECT Research

We expect Vietnam’s economy to bounce back 4.0% yoy in 4Q21F
Figure 23: Key macro forecasts in 2021

Source: VNDIRECT RESEARCH, GSO, SBV, MOF

In the baseline scenario, we expect Vietnam’s GDP to grow by 4.0% yoy in 4Q21F
(lower than our previous forecast of 5.5% yoy). Our forecast is based on the
following key assumptions:


We expect the current wave to be under control and new daily infections to
fall further.
 Vietnam could accelerate vaccine deployment until the end of 2021. In our
baseline scenario, about 50-60% of Vietnam's population will get at least one
dose of COVID-19 vaccine by the end of 2021.
 Domestic flights and domestic tours could be allowed to resume since lateOct 2021. Hanoi and Ho Chi Minh City continue to relax social distancing
measures, allowing the reopening of on-site restaurants, cafeterias,
entertainment areas since mid-4Q21.
 Disbursement of public investment capital could complete over 85% of the
government’s plan.
In our new forecast, we expect the service sector to bounced back 3.0% yoy in
4Q21F (vs. a decline of 9.3% yoy in 3Q21), driven by the recovery of consumption
demand, retail sales and the reopening of non-essential services as we discussed
above. For industry and construction sector, we expect this sector to grow by
5.6% yoy in 4Q21F (from a decrease of 5.0% yoy in 3Q21), mostly supported by
the acceleration of public investment and the recovery of manufacturing activities
after factories and industrial parks in Southern provinces being allow to reopen.
Last but not least, we expect the agriculture, forestry and fishery sector to grow
by 2.8% yoy in 4Q21F (vs. 1.0% growth rate seen in 3Q21). As a result, we
forecast 4Q21F GDP growth at 4.0% yoy, improving from a strong decline of 6.2%
yoy seen in 3Q21.
For 2021, we revise down our 2021F GDP growth to 2.2% in baseline scenario
(from a previous forecast of 3.9% yoy).
However, there are some bottlenecks that could hinder the recovery of the
economy in the fourth quarter of 2021:
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Share of people fully vaccinated with 2 doses of vaccine is still low
(~13.2% of Vietnam’s population). As a result, the reopening of many
economic activities has been delayed, including tourism, entertainment,
on-site dining, art & sport activities. In addition, the vaccination rate is still
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very low in rural areas. Therefore, the risk of a resurgence of COVID-19
pandemic remains very high. This is a major obstacle to the reopening of
intercity passenger transport. These challenges hinder the recovery of
the service sector, which accounted for over 40% of Vietnam’s GDP, in
the fourth quarter of 2021 and even into the first quarter of 2022.


Consumers’ income declined due to the prolonged pandemic, greatly
affecting domestic demand in the 4Q21, the most important consumption
season of the year.



Anti-pandemic policies are inconsistent, rapidly changing and difficult to
predict. For instance, each provinces has different regulation on control
freight operations, causing difficulties or even disruption of the production
supply chain. In addition, the difficulty in predicting policies make
business not proactive in planning production and reopening operations,
thus slowing the recovery process of the economy.



Many industrial parks in Hochiminh City and other Southern provinces
witnessed labor shortages after a lot of workers returned to their
hometowns to flee from the current wave of infections. Due to the labor
shortage, the recovery of industrial production could take place more
slowly.

Figure 24: Forecasted quarterly GDP growth by sector in baseline
scenario (% yoy)

Source: VNDIRECT RESEARCH, GSO

Figure 25: 2021F annual GDP growth by sector in baseline
scenario (% yoy)

Source: VNDIRECT RESEARCH, GSO

We optimistic about Vietnam’s economy outlook in 2022
We project Vietnam’s GDP rising by 7.5% in 2022, with resilient growth in all
sectors. Our forecast is based on the following key assumptions:
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The global economy would remain strong growth momentum in 2022. The
International Monetary Fund (IMF) forecast the global economy to expand by
4.9% yoy in 2022. Noted that, the global economic growth rate averaged
around 2.8% per year in the period 2016-2019 (before the COVID-19
pandemic). Therefore, we expect strong external demand for Vietnam’s
exports in 2022.
70-75% of Vietnam's population would be fully vaccinated against COVID-19
in 1H22. We expect that high vaccination rate will help Vietnam successfully
contain the pandemic
International commercial flights could be resumed from 1Q22, that would
support the recovery of the tourism industry in 2022, one of two main drivers

12

VNDIRECT Research

for a rebound in Vietnam’s services sector, along with the recovery in
domestic demand.
 We expect the government to maintain loose monetary and fiscal policies until
at least late-2Q22 to support economic growth. We also expect a large
increase in the country’s investment capital in 2022 as the government
continues to accelerate the disbursements of public investment. The
investment capital of the non-state sector, as well as the FDI sector, could
also recover strongly, thanks to a more favourable business environment
after the pandemic.
Regarding to sub-sector, we expect the agriculture, forestry and fishery to grow
by 2.8% yoy, the industry and construction sector by 8.6% yoy, and the services
sector by 8.1% yoy in 2022.
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Overweight
Neutral
Underweight

Definition:
An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute
recommendation.
A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute
recommendation.
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