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ECONOMIC UPDATE 

Indirect risks are broad 

Vietnam’s economy saw a stronger recovery in Feb 

Vietnam’s Index of Industrial Production (IIP) rose 8.5% yoy in Feb 2022, which 
was higher than the growth rate of 2.8% yoy in the previous month. The Feb PMI 
of Vietnam climbed to a 10-month high of 54.3pts (vs 53.7pts in Jan 2022), 
indicating that the operating conditions of the manufacturing sector continued to 
improve significantly. Meanwhile, gross retail sales of consumer goods and 
services in Feb 2022 reached VND421.8tr (+3.1% yoy), of which revenue of 
hospitality and travel rose significantly by 12.6% yoy and 39.4% yoy respectively 
thanks to the reopening of aviation and tourism.  

Minimal direct impacts but indirect risks are broad 

Because Vietnam's export to Russia and Ukraine accounts for only 1.1% of 
Vietnam's total export, and Russia as well as Ukraine are also not major export 
markets for any Vietnam’s products, we consider that the Russia-Ukraine crisis 
has a small direct impact on Vietnam's export. However, if the Russia-Ukraine 
conflict persists, the indirect impacts on Vietnam's economy will be greater due 
to slowing demand from the EU and the US. Besides, the Russia-Ukraine crisis 
may cause further delay of Russian energy projects in Vietnam.  

Inflationary pressure heat up but could be controlled 

We see inflation risks on the upside due to the impact of Russia-Ukraine crisis. 
The increase in prices of input materials such as coal, steel, copper, aluminum 
could impact on production costs in Vietnam while the increase in prices of 
fertilizers and agricultural commodities (wheat, corn, barley) can also increase 
pressure on domestic food and foodstuff prices. However, we still believe that the 
Government could control the inflation in 2022 through reducing  taxes to halt the 
increase of gasoline price. In addition, the government is able to reduce the prices 
of essential goods and services, such as electricity, tuition fees, or medical 
service fees to reduce inflationary pressure. Overall, we maintain our 2022 
average CPI forecast at 3.45% yoy. Although inflationary pressures are expected 
to increase in the coming months, we still keep our expectation that the State 
Bank of Vietnam (SBV) will maintain its accommodative monetary policy until at 
least the end-2Q22 to support economic recovery.  

We expect Vietnam’s GDP to grow 5.5% in 1Q22F 

We maintain our 1Q22F GDP growth forecast unchanged at 5.5% yoy (+/- 0.3% 
pts). For entire 2022, we keep our GDP growth forecast for Vietnam’s economy 
unchanged at 7.5%. 

 Figure 1: Summary of macro forecasts in 2021 – 22F  

 
                                                                                    Source: VNDIRECT RESEARCH, GSO, SBV 

 We see minimal direct impact from Russia-Ukraine crisis on Vietnam’s 

economy but indirect risks are increasing. 

 We keep our 1Q22F and 2022F GDP growth forecast at 5.5% and 7.5%, 

respectively, fueled by recovery of domestic demand and FDI inflows. 
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INDIRECT RISKS ARE ABROAD 

Risk #1: Ukraine’s shadow   

The outbreak of the Russia-Ukraine conflict and the West's economic sanctions 
against Russia have made the commodity market volatile and caused the risk of 
supply chain disruptions. The actions of participants that have a great influence 
on the global economy include:  

 The European Union (EU) on Mar 2 removed 7 Russian banks from the 
SWIFT international payment system, including: VTB Bank - Russia's second 
largest bank, Otkritie Bank, Novikombank, Promsvyazbank, Bank Rossiya , 
Sovcombank and VEB (Vnesheconombank). Notably, the list above did not 
name two major Russian banks, Sberbank and Gazprombank, because 
these are the main payment channels for Russian oil and gas that EU 
countries are still importing despite conflicts.  

 On Mar 1, the world's three largest shipping lines, including MSC, Maersk 
and CMA-CGM, announced to suspend cargo transportation to and from 
Russia. 

 The US and EU announced to close the airspace to Russian aircraft. 
Immediately, Russia also retaliated by announcing the closure of its airspace 
with 36 unfriendly countries. 

 The US and EU also prevented the Bank of Russia (BOR) from accessing 
half of the country's US$630bn in foreign exchange reserves. 

Figure 2: S&P GSCI Index (a broad barometer for the price of 

global raw materials) hit the highest level since 2008 due to the 
Russia-Ukraine crisis  

  Figure 3: Oil and wheat prices have increased sharply since late-

Feb due to the Russia-Ukraine crisis 

 

  

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

 

According to Oxford Economics, the above measures could reduce Russia's GDP 
by 6%. However, these sanctions have side effects on the global economy. World 
commodity price rose to the 14-year high on Mar 2 (as shown in the Figure 2). 
The Russian-Ukrainian conflict had a major impact on the markets of several 
commodities: 

 Crude oil and natural gas: Russia is the second largest crude oil exporter 
behind Saudi Arabia with export volume of crude and condensate by 5m 
barrel/day. Russia is the leading supplier of natural gas and crude oil to 
Europe. On average, the EU relies on Russia for 35% of its natural gas and 
11% of its crude oil.  

file:///C:/Users/Ba.N/Downloads/www.vndirect.com.vn


 

 

 

 

 

VNDIRECT Research 

www.vndirect.com.vn  3 

 Fertilizer: Russia accounts for 16.5% of the global nitrogen fertilizer export 
market (in the top 2 countries) and is the largest exporter of NPK fertilizers. 
Furthermore, Russia produces ammonium nitrate, a key ingredient in fertilizer 
production and accounts for nearly 66% of the global supply.  

 Steel: According to the World Steel Association (WSA), Russia and Ukraine 
produced 97.4m tonnes and exported about 57m tonnes of steel in 2021. 
Especially in the EU, Russia and Ukraine are the 2nd and 4th largest steel 
exporters to this region, respectively, in the first 11 months of 2021 with about 
21% of total Euro’s import, according to Eurofer.  

 Other metals: Russia is also a major producer and exporter of aluminum, 
nickel, platinum, palladium and copper. Meanwhile, Ukraine is the world’s 
ninth largest producer of uranium and sixth for titanium.  

 Agricultural products: Russia and Ukraine combined produce 14% of global 
wheat and supply 29% of world wheat exports. The two countries account for 
14% of worldwide barley production and one-third of global exports. They also 
contribute 17% of all corn exports. Russia and Ukraine combined export 76% 
of global sunflower supplies.  

 

Risk #2: Watch on the stagflation risks 

The conflict in Ukraine is unlikely to tip the global economy into a recession. But 
a combination of commodity price shock and risk of further escalation poses 
increasing downside risks, especially in the US and EU. The rise of inflation could 
weaken consumer demand in developed countries that have not yet fully 
recovered due to the COVID-19 pandemic. In addition, supply chain disruption, 
increase in input material costs and logistics costs will hurt the world 
manufacturing sector, especially in Europe. As a result, the world's major central 
banks, including the FED and the ECB have to face difficult choices that are on 
the one hand to contain the current high inflation, but on the other hand, must 
support the economy against the negative effects of the Russian-Ukraine conflict. 
We think that the FED and the ECB may choose the path of tightening monetary 
policy less aggressive than market expected before the conflict between Russia 
and Ukraine. During his testimony before the U.S. Congress last week, the Fed 
chairman said that Fed intends to raise its Fed fund rate by 25 basis points at its 
next meeting on Mar 16. The market now predicts that the Fed will raise its policy 
rate at least five times in 2022. 

Figure 4: Target rate probabilities for 14 Dec 2022 FED meeting    Figure 5: Balance sheet of major central banks (US$bn)  

 

  

 
   Source: CME GROUP, VNDIRECT RESEARCH      Source: GSO, VNDIRECT RESEARCH 
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We think the direct impact of geopolitical crisis on Vietnam economy are 

minimal … 

A predictable compressing in Russia – Vietnam trade balance due the 
sanctions 

According to Vietnam’s Custom, Vietnam’s trade turnover with Russia reached 
US$5.5bn in 2021 (+13.8% yoy), of which export to Russia climbed to US$3.2bn 
(+13.2% yoy) and import from Russia reached US$2.3bn (+14.9% yoy). Thus, 
Vietnam has a trade surplus of US$0.9bn to Russia in 2021. Vietnam's main 
exports to Russia include phones and components (accounting for 33.1% of 
Vietnam’s export turnover to Russia), computers and electronic products (13.3%), 
textiles (10.5%), coffee (5.4%) and seafood (5.1%). Meanwhile, Vietnam’s main 
imports from Russia include coal (accounting for 22.9% of Vietnam’s import from 
Russia) and steel (21.2%).  

Trade turnover between Vietnam and Ukraine reached US$720.5m (+50.6% 
yoy), of which exports to Ukraine climbed to US$344.6m (+21.0% yoy) while 
imports from Ukraine reached US$375.8m (+ 94.2% yoy). Thus, Vietnam has a 
trade deficit of US$31.2m to Ukraine in 2021. Vietnam's main exports to Ukraine 
include phones and components (accounting for 48.8% of Vietnam's export 
turnover to Ukraine), seafood (8.3%), machinery and equipment (5.4%), footwear 
of all kinds (4.9%), computers and electronic products (4.8%). Meanwhile, wheat 
is Vietnam’s main import from Ukraine with value of US$81.8m (accounting for  
21.8% of Vietnam’s import from Ukraine.  

Because Vietnam's export to Russia and Ukraine accounts for only 1.1% of 
Vietnam's total export, and Russia as well as Ukraine are also not major export 
markets for any Vietnam’s products, we consider that the Russia-Ukraine crisis 
has small direct impact on Vietnam's export. However, if the Russia-Ukraine 
conflict persists, the indirect impact on Vietnam's trade will be greater due to 
slowing demand from the EU and the US. Currently, the US and EU member 
countries account for about 40% of Vietnam's export market while Asian countries 
account for about 48% of the export market. 

In addition, the Russia-Ukraine conflict is less likely to disrupt the supply chain of 
Vietnam's manufacturing industry because Vietnam's imports from these 
countries account for only 0.8% of Vietnam's total imports (in which the main 
imports are steel and coal). However, Vietnamese producers may face increased 
input cost pressure as the prices of basic commodities rise sharply due to the 
conflict between Russia and Ukraine. 

Figure 6: List of Vietnam’s major export products to Russia and Ukraine  

 
                                                                     Source: Vietnam’s Custom, VNDIRECT RESEARCH 

 

Further delay for Russian-invested energy projects in Vietnam 

According to Ministry of Planning and Investment, as of the end of Feb 2022, 
Russia ranked 24th among countries and territories investing in Vietnam with a 
total value of US$953m. Russian investment projects in Vietnam mainly focus on 
the energy sector.  
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We believe that sanctions, including blocking the SWIFT connection of several 
Russian banks, will affect Russian investment projects in Vietnam, mostly in 
energy sector. According to our research, the Long Phu 1 Thermal Power Project 
(total capacity of 1,200MW) by Power Machines (Russia) is 2 years behind 
schedule due to embargo. The Quang Tri gas-fired power project (340MW), which 
Gazprom (Russia) participates in, is also 2 years behind schedule compared to 
the initial commitment. Vinh Phong offshore wind power project (capacity of 
1,000MW) by the joint venture Zarubezhneft JSC (Russia) and DEME 
Concessions (Belgium) signed a memorandum of understanding in April 2021. 
Except for the Quang Tri gas power project, two projects, Long Phu 1 and Vinh 
Phong, have all been included in the Draft Power Master Plan 8. While Vinh 
Phong has not yet started construction, the Long Phu 1 project is falling into " 
deadlock” because the device has not been installed yet. However, these projects 
have actually been delayed from previous years, so the new sanctions have little 
impact on the economy.  

In addition, partners Gazprom and Zarubezhneft are also participating in oil and 
gas exploration projects such as Block 129-132 (Nam Con Son basin), Bao Vang 
field integrated development project at Blocks 111/04, 112, 113. However, 
according to our assessment, these projects are all small in scale and are at the 
stage of exploration and have not yet been deployed. Therefore, the mining 
shutdown does not affect the size of the industry much. 

Meanwhile, Ukraine invested US$30.0m with 26 projects in Vietnam, ranked 69th 
among countries and territories. 

In general, we think that the Russia-Ukraine crisis has little impact on the 
investment environment and foreign direct investment flows into Vietnam 
because direct investment from Russia and Ukraine into Vietnam accounts for 
only 0.4% of total foreign direct investment in Vietnam as well as this crisis has 
small direct impact on the production supply chain of FDI enterprises in Vietnam. 

 

… but the indirect impact are broad 

The most indirect spill-over from the Ukraine-Russia conflict is via the 
inflation 

Figure 7: Headline inflation edged up 1.4% yoy in Feb 2022    Figure 8: Transport price index surged amid higher gasoline price 

 

  

 

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

 

Vietnam’s inflation remained low in Fed 2022 with headline CPI increasing only 
1.4% yoy, down from the level of 1.9% yoy seen in Jan 2022. Inflation in February 
remained low due to lower prices of food and educational services compared to 

file:///C:/Users/Ba.N/Downloads/www.vndirect.com.vn


 

 

 

 

 

VNDIRECT Research 

www.vndirect.com.vn  6 

the same period last year. Specifically, foodstuff price index in Feb 2022 declined 
by 1.8% yoy, causing the headline CPI to decrease by 0.37% points, of which 
pork price fell by 21.9% yoy while the processed meat price dropped by 4.7% yoy. 
In addition, educational services price index decreased by 4.4 yoy as some 
provinces exempted or reduced tuition fees for the first semester of the school 
year 2021-2022 due to the COVID-19 pandemic, reducing the headline CPI by 
0.24% points. Meanwhile, the sharp increase in gasoline prices pulled transport 
price index up 15.5% yoy, raising the headline CPI by 1.4% points. 

We see inflation risks on the upside due to the impact of Russia-Ukraine crisis: 

 Crude oil and natural gas prices have surged significantly due to Russia-

Ukraine crisis. Brent crude oil price reached US$125/barrel on Mar 7, the 

highest level since 2008. The benchmark Dutch front-month gas contract at 

the TTF hub hit a record intra-day high of 185 euros a tonne on Mar 2, while 

the British front-month gas contract hit 384 pence a therm, its second highest 

ever level. We believe that crude oil and natural gas prices are unlikely to 

return to pre-crisis levels anytime soon. The high anchor crude oil price will 

increase inflationary pressure on Vietnam, especially for transportation price 

index.    

 The increase in prices of input materials such as coal, steel, copper, 

aluminum, and shipping rates could also impact on production costs in 

Vietnam. The longer the conflict lasts, the greater the impact on firms' 

production costs will be.  

 The increase in prices of fertilizers and agricultural commodities (wheat, corn, 

barley) can also increase pressure on domestic food and foodstuff prices, 

although the impact will be relative limited.  

Therefore, we consider that inflation pressure could increase significantly from 
Mar. However, we still believe that the Government could well-managed the 
inflation in 2022. Currently, taxes and fees account for more than 40% of the retail 
price of gasoline in Vietnam. The government is considering options to reduce 
the environmental tax on gasoline to lower domestic gasoline prices in order to 
curb inflation. Meanwhile, the government is able to reduce the prices of essential 
goods and services, such as electricity, tuition fees, or medical service fees to 
reduce inflationary pressure. Overall, we maintain our 2022 average CPI forecast 
at 3.45% yoy. It remains under control and meets the government's target of 
keeping the 2022 average CPI below 4.0% yoy.  

 

We see a negligible risk to FDI inflows while strong pressure on FII inflows 
in the short term due to the Russia-Ukraine crisis 

The implementation of FDI projects kept accelerating in Feb with disbursed 
capital increased 7.8% yoy to US$1.1bn. For 2M22, the implemented capital of 
FDI projects rose 7.2% yoy to US$2.7bn. On the other hand, registered capital of 
FDI projects slew down, worth US$2.9bn (-16.0% yoy) in Feb 2022. For 2M22, 
registered capital of FDI projects declined 8.6% yoy to US$5.0bn. To be more 
specific, 183 newly licensed projects in 2M22 with a registered capital of 
US$0.6bn, a decline of 80.9% in terms of registered capital compared to the same 
period in 2021; 142 projects licensed in the previous years approved to adjust 
investment capital (incremental FDI) with a total additional capital of US$3.6bn 
(+123.8% yoy); 400 turns of capital contribution and share purchases of foreign 
investors with a total value of the capital contribution of US$0.8bn, a surge of 
41.7% over the same period in 2021. 

We consider that the Russia-Ukraine crisis has little impact on the investment 
environment and foreign direct investment flows into Vietnam because direct 
investment from Russia and Ukraine into Vietnam accounts for only 0.4% of total 
foreign direct investment in Vietnam. In addition, the Russia-Ukraine conflict is 
less likely to disrupt the supply chain of Vietnam's manufacturing industry 
because Vietnam's imports from these countries account for only 0.8% of 
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Vietnam's total imports (in which the main imports are steel and coal). However, 
Vietnamese producers may face increased input cost pressure as the prices of 
basic commodities rise sharply due to the conflict between Russia and Ukraine.  

Regarding foreign indirect investment (FII), we consider that Vietnam could 
witness a short-term FII retreat as global financial investors tend to sell off risky 
assets to capitalize on safer assets like gold or the US dollar due to the Russia-
Ukraine crisis. Besides, in the short term, the expectation of higher US dollar 
yields due to the Fed's plan to raise policy rates also causes indirect investment 
flows to withdraw from emerging and frontier markets to return to the US. 

Figure 9: Implemented state capital rose 10.4% yoy in 2M22     Figure 10: Foreign direct investment  

 

  

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

 

Some noticeable FDI projects in 2M22 include: 

 The VSIP Bac Ninh (Singapore) adjusted to increase its investment capital 
by nearly US$941m. 

 Samsung Electro-mechanics Vietnam Co. Ltd (Korea), adjusted to increase 
investment capital by US$920m in Thai Nguyen’s plant.  

 Expansion project of factory in manufacturing electronic equipment, network 
equipment and multimedia audio products (Hong Kong), adjusted to increase 
investment capital by nearly US$306m in Bac Ninh province. 

 The project of manufacturing electronic products, network equipment and 
multimedia products of Goertek Group (Hong Kong, China) in WHA Industrial 
Park, Nghe An province, increased its investment capital by US$260m. 

 Commercial and service projects of GE Vietnam (Korea) adjusted to increase 
investment capital by nearly US$217m. 

 Electronic component factory project (JNTC - Korea) adjusted to increase 
investment capital by US$163m in order to expand the production line of 
tempered glass for car and watch screens; cover glass for camera. 

 

Vietnam’s economy saw a stronger recovery in Feb  

Vietnam’s Index of Industrial Production (IIP) in Feb 2022 suggests the strong 
expansion of industrial sector, led by manufacturing activities. To be specific, the 
general IIP rose 8.5% yoy, which was higher than the growth rate of 2.8% yoy in 
the previous month. Regarding to sub-sectors, manufacturing increased strongly 
by 10.0% yoy, electricity production and distribution rose by 8.0% yoy, waste and 
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wastewater management and treatment edged up 0.8% yoy, while mining 
dropped 4.1% yoy.  

Figure 11: PMI rose to 54.3ptrs in Feb 2022    Figure 12: Industrial production index (IIP) by category   

 

  

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

 

The Feb PMI of Vietnam climbed to a 10-month high of 54.3pts in Feb 2022 (vs 
53.7pts in Jan 2022), indicating that the operating conditions of the manufacturing 
sector continued to improve significantly. IHS Markit points out three highlights 
for Vietnam's manufacturing sector in Feb: (1) Output and new orders grew at the 
fastest pace in ten months thanks to stronger external demand, (2) the number of 
new job creation was modest due to the long holiday as well as the rising number 
of COVID-19 infections due to the Omicron variant and (3) input costs edged up 
further due to the ongoing increase in raw material prices.  

Figure 13: The recovery of service sector accelerated in Feb 2022    Figure 14: Hospitality experienced the first year-on-year growth 

since Apr 2021    

 

  

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

 

Like industrial sector, service sector also recorded higher year-on-year growth. 
Gross retail sales of consumer goods and services in Feb 2022 reached 
VND421.8 trillion, up 3.1% over that in the same period last year, of which 
revenue of hospitality and travel rose significantly by  12.6% yoy and 39.4% yoy 
respectively thanks to the reopening of aviation and tourism. Meanwhile, retail 
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sales rose sustainably by 2.4% yoy to VND338.9trl. For 2M22, gross retail sales 
of consumer goods and services rose 1.7% yoy (vs. an increase of 0.5% yoy in 
2M21). We expect service sector to accelerate recovery momentum in the coming 
months as (1) Vietnam is expected to fully open to international tourists from mid-
Mar and (2) The government has reduced VAT on some goods from 10% to 8% 
from Feb 2022 to Dec 2022 which will stimulate domestic consumption demand. 

 

Import and export activities keep accelerating  

High vaccination rates allow Vietnam to maintain and strengthen its production 
capabilities, which helps Vietnam win more external orders as global demand 
continues to recover from the pandemic. Per GSO data, export value rose 13.2% 
yoy to about US$22.9bn in Feb 2022, of which exports of domestic organizations 
surged 20.3% yoy to US$5.6bn while exports of FDI companies increased 11.1% 
yoy to US$17.3bn. For 2M22, Vietnam’s export rose 10.2% yoy to US$53.8bn.  

Among Vietnam’s top export products, the items that recorded the positive growth 
rate in Feb 2022 include electric goods and computers (+7.4% yoy), machinery 
and equipment (+6.9% yoy), textiles (+30.9% yoy), footwear (+5.0% yoy), wood 
and wooden products (+15.5% yoy), motor vehicles (+14.3% yoy), Fishery 
(+47.2% yoy), Steel (+11.4% yoy), and camera and camcorders (+36.4% yoy). 
On the other hand, phones export continued to decrease by 15.1% yoy in Feb 
2022, after recording a decline of 26.1% yoy in the previous month. However, we 
expect phone exports to recover since Mar-2022 after Samsung launches the 
Galaxy S22 flagship phone on February 9, 2022, which is expected to deliver to 
customers globally in late-1Q22.  

As for imports, Vietnam’s import spending increase 21.9% yoy to about 
US$25.3bn. As a result, Vietnam recorded US$2.3bn of trade deficit in Feb 2022 
(vs. a trade surplus of US$1.4bn seen in Jan 2022). Some commodities recorded 
higher import value in Feb due to the sharp increase in world commodity prices 
such as gasoline (+144.7% yoy), coal (+114.5% yoy), cotton (+113.1% yoy), 
fertilizer (+103.6% yoy), dairy (+59.5% yoy) and corn (+53.2% yoy).   

Figure 15: Vietnam recorded US$2.3bn of trade deficit in Feb 2022   Figure 16: Top export products in term of value in Feb 2022 

 

  

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

 

Public investment kept on track  

According to GSO, the implemented state capital (public investment) in Feb 2022 
jumped 9.9% yoy to VND20.5tr (versus an increase of 10.7% yoy seen in the 
previous month).  For 2M22, disbursed state capital rose 10.4% yoy to VND46.3tr 
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(below the 13.6% rate seen in 2M21), equivalent to 8.8% of the full-year target 
(higher than 8.0% rate seen in 2M21). 

We expect the implementation of public investment to accelerate in the coming 
months as Vice Minister of Planning and Investment said that the public 
investment package under the new economic package will start to be deployed 
from April 2022. It is known that the infrastructure investment package (under 
economic stimulus package) worth about VND113,050bn and the Government 
expects to disburse 50% of this package in 2022. However, it should be noted 
that the implementation of public investment  also face a downside risk in the near 
future if the price of construction materials such as steel, cement and construction 
stone increases sharply due to the impact of the Russia-Ukraine conflict and 
supply chain disruption. For 2022F, we maintain our forecast that the 
implemented state capital to increase by 20-30% compared to the actual 
implementation in 2021.  

Figure 17: Progress of key transport infrastructure projects in the period of 2021 - 2026 

 
   Source: MPI, VNDIRECT RESEARCH 

 

Inflationary pressure is unlikely to reverse the SBV's monetary 

policy, at least in 1H22. 

Interbank interest rate kept rising in Feb 2022  

Figure 18: Interbank interest rate remained high (%)    Figure 19: The gap between credit growth and deposit growth 

further widened 

 

  

 
   Source: BLOOMBERG, VNDIRECT RESEARCH      Source: SBV, VNDIRECT RESEARCH 
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Interbank interest rates maintained upward momentum in Feb, especially for long 
terms. As of Feb 28, the overnight interest rate was at 2.3%/year, up 26 basis 
points (bps) compared to the level at the-end of Jan 2022, according to 
Bloomberg. The interbank interest rate for 1-week to 1-month terms increased by 
18-34 bps compared to late-Jan 2022 while interbank rates for 2-month to 1-year 
terms increased by 47-66 basis points.  

Contrary to our previous forecast that interbank interest rates would cool down 
after the Lunar New Year holiday, the fact that interbank interest rates maintained 
their upward momentum in Feb 2022 due to (1) credit rose 2.5% ytd on Feb 25, 
2022 which was strong improvement compared to a 0.7% yoy growth rate in 
2M21; (2) deposit saw slower growth rate than credit, increased only 1.3% ytd on 
Feb 25, 2022 (vs. a 1.0% ytd increase in 2M21); and (3) inflationary pressures 
are expected to increase significantly in the coming months amid a sharp increase 
of commodity prices due to the Russia-Ukraine crisis. 

Inflationary pressure is unlikely to reverse the SBV's monetary policy, at 
least in the first half of 2022. 

We keep our expectation that the State Bank of Vietnam (SBV) will maintain its 
accommodative monetary policy until at least the end-2Q22 as (1) Although 
inflationary pressures are expected to increase in the coming months, the 
average CPI is still far from the government target of 4%, (2) Domestic demand 
remains weak and has not yet fully recovered to pre-pandemic levels and (3) The 
SBV still prioritizes the goal of maintaining low lending interest rates to support 
businesses and the economy to recover. Although we do not expect the central 
bank to cut its key policy rates further, we also think it would not lift them either in 
1H22F, in a bid to continue supporting the economy by maintaining a loose 
monetary policy. Nevertheless, we expect the SBV to channel its money market 
activities via the open market, such as buying foreign exchange or raising the 
credit growth ceilings. We forecast credit growth to increase by 14% yoy in 2022F. 

Figure 20: Deposit interest rate remained stable in Feb 2022 (%)    Figure 21: Vietnam’s Government bond interest rate began to 

increase in Feb (%)  

 

  

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

 

Regarding to deposit interest rates, the deposit rate is unlikely to remain at historic 
low in 2022F due to following reason (1) higher demand for fund raising as credit 
accelerates, (2) inflation pressure in Vietnam would pick up in 2022, (3) compete 
more fiercely with other investment channels such as real estate and securities 
to attract capital inflow. As of 2 Mar, 2022, the 3-month term deposit rates and 
the 12-month term deposit rates of state-owned banks remained unchanged 
compared to the level at the end of 2021 (refer Figure 20) while the 3-month term 
deposit rates and the 12-month term deposit rates of private banks edged up 7bps 
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and 13bps, respectively, compared to the level at the end of 2021. We expect that 
deposit rates to slightly increase 30-50 basis points in 2022F. We see the 12-
month deposit rates of commercial bank could climb to 5.9-6.1%/year at the year-
end of 2022, which are still lower compared to pre-pandemic level of 7.0%/year.  

Regarding to lending interest rates, the SBV is implementing an interest rate 
compensation package with a scale of VND3,000bn. It offers lending rates of only 
3-4%/year for businesses strongly affected by the COVID-19 pandemic. 
Moreover, the Government plans to expand the scale of the package of interest 
rate compensation for businesses to VND40,000bn, focusing on a number of 
priority audiences, including (1) small and medium-sized enterprises, (2) 
businesses participating in a number of key national projects, and (3) business in 
certain industries (tourism, aviation, transportation). We expect that the interest 
compensation package could help reduce lending rates by 20-40 bps in 2022F, 
on average. However, the actual impact of the interest rate compensate package 
on businesses and the economy could be reduced if commercial banks raise 
lending rates on other conventional loans to offset the increase in deposit rates. 

 

We expect the VND dong to slightly depreciate against the US. dollar in 

short term and keep our view for the entire-FY22F 

As at 28 Feb, 2022, the U.S. Dollar index, which tracks the currency against a 
basket of others, climbed to 96.7, its highest level since early-June 2020. Investor 
sentiment was anxious by the Russia-Ukraine crisis. The CBOE Volatility Index 
(VIX), a real-time market index representing the market's expectations for 
volatility over the coming 30 days, surged to 33.3 pts on Mar 1, the highest level 
since Oct 2020. Against this backdrop, investors tend to scramble for assets seen 
as safer, such as gold, the U.S. government bonds and the U.S. dollar. In 
particular, the U.S. dollar is often seen as the haven asset because of its status 
as the world's reserve currency. In addition, the expectation of higher interest 
rates in the US, following the FED’s intention to raise policy rate at the next 
meeting in mid-Mar, also support the dollar as higher yields make it become more 
attractive to investors.  

Figure 22: Regional currencies vs. the USD (% YTD)   Figure 23: the US$/VND exchange rate edged up in Feb 2022 

 

  

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

 

In the context of the US dollar's appreciation in the global market, the USD/VND 
exchange rate also edged up in Feb 2022. Specifically, the central bank-set 
exchange rate for the US$/VND stood at 23,140 on Feb 28, inching up 0.2% mom, 
while the interbank exchange rate for US$/VND also increased 0.7% mom. In the 
free market, the US$/VND exchange rate rose 0.8% mom. In general, USD/VND 
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exchange rate remained stable in the first 2 months of 2022, the central bank-set 
exchange rate and interbank exchange rate remained unchanged compared to 
the level at the end of 2021 while the exchange rate in the free market inched up 
only 0.1% compared to the 2021 year-end level.  

Our optimistic view for VND has turned more neutral for 2022 due to the following 
reasons: (1) US$ may regain the upper hand in 2022 as the Federal Reserve 
(FED) has begun to reduce the size of bond purchasing programme (QE tapering) 
since Nov 2021, (2) inflation pressure in Vietnam would pick up in 2022F. 
According to CME Group survey, market expects that FED can raise policy rate 
by 100-175bp in 2022, starting from Mar 2022.  

However, we see that the fundamental factors to keep Vietnam Dong stable in 
recent years still remain, including current account surplus and higher foreign 
exchange reserves (FX reserves). We expect current account surplus to widen to 
2.0% GDP in 2022F from an expected deficit of 0.3% GDP in 2021F. We also 
expect Vietnam’s FX reserves to reach US$122.5bn at the end of 2022 
(equivalent to 4.0 months of import) from a current level of US$105bn. As a result, 
we see the US$/VND (interbank rate) stable at 22,600-23,050 in 2022F and the 
Vietnamese Dong may move in a relatively narrow range vs. the US$.  

 

We maintain our 1Q22F GDP growth forecast unchanged at 5.5% yoy (+/- 

0.3% pts)  

Figure 24: Key macro forecasts in 2022F 

 
                                                                           Source: VNDIRECT RESEARCH, GSO, SBV, MOF 

 

We expect the service sector to maintain recovery momentum in the coming 
months thanks to (1) reopening of non-essential services (tourism, public 
transport, entertainment,...) and (2) domestic demand recovering after the 
government relaxes regulations on social distancing and cut value added tax 
(VAT) from 10% to 8%. We expect industrial activities to accelerate growth further 
thanks to (1) more people returning to work after the last outbreak is contained, 
(2) foreign direct investment recovers, following high vaccination rate and the new 
adaption measures to the pandemic in Vietnam and (3) global demand for 
Vietnam’s exports remains strong. As a result, we forecast Vietnam’s GDP to 
expand 5.5% yoy (+/- 0.3 percentage point) in the first quarter of 2022, which is 
higher than the growth rate of 4.7% seen in the same period last year (1Q21) and 
5.2% seen in the previous quarter (4Q21). 

For entire 2022, we keep our GDP growth forecast for Vietnam’s economy 
unchanged at 7.5%. 
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DISCLAIMER 

This report has been written and distributed by Research Department, VNDIRECT Securities Corporation. The information contained in 
this report is prepared from data believed to be correct and reliable at the time of issuance of this report. Unless otherwise stated, this 
report is based upon sources that VNDIRECT considers to be reliable. These sources may include but are not limited to data from the 
stock exchange or market where the subject security is listed, or, where appropriate, any other market. Information on the company(ies) 
are based on published statements, information disclosure and announcements of the company(ies), and information resulting from our 
research. VNDIRECT has no responsibility for the accuracy, adequacy or completeness of such information. 

All estimates, projections, forecasts and expression of opinions contained in this report reflect the personal views and opinions of the 
analyst(s) responsible for the production of this report. These opinions may not represent the views and position of VNDIRECT and may 
change without notice. 

This report has been prepared for information purposes only. The information and opinions in this report should not be considered as an 
offer, recommendation or solicitation to buy or sell the subject securities, related investments or other financial instruments. VNDIRECT 
takes no responsibility for any consequences arising from using the content of this report in any form.  

This report and all of its content belongs to VNDIRECT. No part of this report may be copied or reproduced in any form or redistributed in 
whole or in part, for any purpose without the prior written consent of VNDIRECT. 

 

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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