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Economic Update  

Envisaging stronger recovery in 2H23  

 Vietnam’s 2Q23 GDP rose 4.1% yoy, a slight improvement from 3.3% yoy 

growth in 1Q23.  

 We forecast Vietnam’s GDP to increase 7.1% yoy in 2H23, thus lifting 

2023 full-year growth rate to 5.5% yoy. 

 The implementation of fiscal expansion policy and falling domestic interest 

rates are the two main factors driving economic recovery in 2H23. 

Vietnam’s economic growth was low in 2Q23 as headwinds lingered   

According to General Statistics Office (GSO), Vietnam’s GDP grew only by 4.1% 

yoy in 2Q23, a slight improvement from 3.3% yoy growth in 1Q23. Regarding to 

three main pillars of the economy, industry and construction sector expanded by 

2.5% yoy while service and agriculture sector increase by 6.1% yoy and 3.2% 

yoy, respectively. For 1H23, Vietnam’s economy grew by 3.7% yoy, the second 

lowest level in 2011-2023 period. Key factors hindering Vietnam's economic 

growth in the first half of 2023 include falling export orders, high lending rates 

and a sluggish real estate market. 

We expect Vietnam’s economy to accelerate recovery in 2H23    

We expect Vietnam’s GDP to increase 7.1% yoy (+/-0.3% pts) in 2H23F (vs. 

+3.7% yoy in 1H23), thus lifting 2023 full-year growth rate to 5.5% yoy (+/-0.2% 

pts). We expect Vietnam's economy to maintain its recovery momentum next 

year and forecast GDP growth of 6.9% yoy (+/-0.3% pts) in 2024F. The main 

supports come from: (1) The government implements expansionary fiscal policy 

to support growth, (2) Lower lending interest rates help stimulate consumption 

and private investment and (3) Vietnam's agricultural and manufacturing export 

orders are likely to recover from 4Q23.  

Vietnam’s export could rebound significantly from 4Q23 

We expect Vietnam's exports to rebound in 4Q23 due to (1) the decrease in 

inventories in the developed countries will stimulate demand for Vietnam's 

exports, (2) the cycle of replacing old smartphones with newer ones is 25.3 

months, or about 2 years, which will boost demand for Vietnam's smartphone 

exports from 4Q23, (3) The full impact of demand recovery from China after the 

economy reopens.  

Interest rates likely to fall further in 2H23 

We forecast the average 12-month deposit interest rate drop to 6.0-6.2% p.a by 

the end of 2023, based on the following reasons: (1) the ongoing impacts of the 

SBV’s rate cuts, (2) weak credit demand due to economic slowdown and gloomy 

real estate market, (3) the government will further promote public investment, 

thereby injecting more money into the economy and (4) the SBV still has room 

to decrease its policy rates. In addition, we believe that lending interest rates 

would decrease significantly in 2H23 as the cost of capital of commercial banks 

is decreasing thanks to: (1) the impacts of SBV’s rate cuts and (2) SBV issued 

Circular 02 allowing extension of provision for bad debts.  

Figure 1:  We expect Vietnam's GDP to accelerate recovery in 2H23  

 
   Source: GSO, VNDIRECT RESEARCH 
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 IM RP 

Envisaging stronger recovery in 2H23 

Vietnam’s economic growth was low in 2Q23 as headwinds lingered    

According to GSO, Vietnam’s GDP grew only by 4.1% yoy in 2Q23, a slight 

improvement from 3.3% yoy growth in 1Q23. Regarding to three main pillars of 

the economy, industry and construction sector expanded by 2.5% yoy while 

service and agriculture sector increase by 6.1% yoy and 3.2% yoy, respectively. 

For 1H23, Vietnam’s economy grew by 3.7% yoy, the second lowest level in 

2011-2023 period. Key factors hindering Vietnam's economic growth in the first 

half of 2023 include falling export orders, high lending rates and a sluggish real 

estate market.  

The recovery of industry and construction was slow as external orders 

continued to decline  

Industry and construction sector edged up 2.5% yoy in 2Q23 after recording a 

negative growth rate in 1Q23. However, this growth is much lower than the 8.7% 

growth rate in the same period last year.   

Among sub-sectors, construction saw impressive improvement with a growth 

rate of 7.1% yoy recorded in 2Q23 (vs. +1.9% yoy in 1Q23) as the government 

stepped up public investment in the past few months. Moreover, mining sub-

sector expanded by 1.2% yoy in 2Q23 after falling 4.1% yoy in the previous 

quarter. The recovery in mining activity mainly came from increasing production 

of natural gas and crude oil. In addition, increased demand due to hot weather 

also supported both electricity and water supply sub-sectors to improve growth 

in the second quarter of 2023, as shown in the table below. In contrast, the 

manufacturing sub-sector remained struggling amid a continued decline in 

export orders and recorded a modest growth of 1.2% in 2Q23.  

In 1H23, the industry and construction sector grew only by 1.1% yoy, the lowest 

1H growth rate in the 2011-2023 period. Declining export and manufacturing 

orders, and a sluggish real estate market were the main reasons for the 

slowdown of industry and construction sector in 1H23. 

Figure 2: Industry and construction sector witnessed very low growth 
rate in 1H23  

 Figure 3: Output growth of some key industrial products in 1H23 

 

 

 
   Source: GSO, VNDIRECT RESEARCH     Source:  GSO, VNDIRECT RESEARCH 
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Figure 4: PMI fell below 50-pt level in Mar-Jun period   Figure 5: Industrial production index (IIP) by category   

 

 

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

 

The agriculture, forestry and fishery sector grew higher in 2Q23  

The agriculture, forestry and fishery sector rose 3.2% yoy in 2Q23, improving 

from 2.9% yoy growth in 1Q23. Specifically, the agriculture sub-sector grew by 

3.4% yoy in 2Q23 thanks to impressive increases in food crop yields. On the 

other hand, the growth rate of both forestry and fishery sub-sectors decelerated 

in 2Q23 to 3.2% yoy and 2.7% yoy, respectively, due to lower export demand. 

For 1H23, the agriculture, forestry and fishery sector expanded by 3.1% yoy, 

higher than the growth rate of 2.8% yoy in 1H22. Increased planted area and 

higher food crop productivity contributed the most to the sector's improvement 

in the first half of 2023.  

Figure 6: The agriculture, forestry and fishery sector grew steadily in 
1H23  

 Figure 7: Main products of livestock 

 

 

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

 

Service sector maintained its growth momentum  

Service sector continued to be the main growth driver of Vietnam’s economy 

with a growth rate of 6.1% yoy recorded in 2Q23. For 1H23, the service sector 
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grew by 6.3% yoy (vs. +6.6% yoy in 1H22). Solid service sector performance in 

1H23 was contributed by:  

 The strong recovery of international arrivals: Specifically, Vietnam 

welcomed about 5.6m international visitors in 1H23, 9.3x over the same 
period last year but still less than 80% compared to the same period in 2019 
(pre-pandemic level). The number of international visitors in 1H23 is 1.5 
times higher than the total number of international visitors to Vietnam in the 
whole year of 2022 and exceeds two-third of the government’s plan for 2023.  
Meanwhile, the total number of domestic tourists reached 64m in 1H23 
(+5.8% yoy). Total revenue from tourism reached VND343.1tr in 1H23 
(+29% yoy). As a result, sub-sectors related to tourism recorded high growth 
rate in 1H23, including accommodation and food activities (+15.1% yoy),  
arts, entertainment and recreation (+12.1% yoy).  

 Stable domestic demand: Per GSO data, gross retail sales of consumer 

goods and services rose 10.9% yoy in 1H23 (vs. +12.2% yoy in 1H22). If 
excluding the price factor, this indicator rose 8.4% yoy, equivalent to the 
level in the same period in 2022. Thanks to sustainable recovery of domestic 
consumption, the wholesale and retail sub-sector grew by 8.5% year-on-
year in 1H23, a strong improvement from the growth rate of 5.8% yoy in 
1H22. 

On the contrary, due to the sluggish real estate market and low credit demand, 
the real estate sub-sector and financial-banking-insurance sub-sector witnessed 
a slowdown in growth in the first half of 2023.   

Figure 8: Gross retail sales of consumer goods and services grew 
steadily by 10.9% yoy in 1H23 

 Figure 9: Growths of service sub-sectors (% yoy) 

 

 

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

 

Trade activities remained weak amid global economic slowdown   

Exports slumped in 1H23 due to lower external demand for Vietnam’s 

export amid global economic slowdown  

The persistent decline in external orders for the manufacturing sector as well as 

falling commodity prices caused Vietnam's export value to decrease in 1H23. 

According to Vietnam Customs, Vietnam’s export turnover declined by 12.0% 

yoy to US$164.7bn in 1H23. The decline was seen in most of the key export 

items, including: phones all of kinds (-18.2% yoy), electric goods and computers 

(-7.9% yoy), machine and instrument (-8.3% yoy), textiles and garments (-15.4% 

yoy), and footwear (-16.8% yoy). On the other hand, a number of export items 

with positive growth in 1H23 include chemical products (+1.6% yoy), means of 
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transport (+15.7% yoy), paper & related products (+11.1% yoy), rice (+32.2%) 

and fruit & vegetables (+60.1% yoy).  

Figure 10: Vietnam’s export hit hard in 1H23  Figure 11: Top export products in term of value 

 

 

 

   Source: GSO, Vietnam Customs, VNDIRECT RESEARCH     Source:  Vietnam Customs, VNDIRECT RESEARCH 

 

Low imports reflected slowdown in manufacturing sector 

Import values decreased significantly in 1H23, reflecting weak demand for 

imported raw materials, capital goods and intermediate products amid a decline 

in new orders for manufacturing. According to GSO, Vietnam’s import spending 

in 1H23 fell 18.4% yoy to about US$151.8bn. In which, the import of intermediate 

goods (for production activities) dropped sharply by 20.0% yoy while the import 

of capital goods and the import of raw materials decreased by 13.8% yoy and 

22.6% yoy, respectively. In addition, the imports of consumer goods and other 

goods slid by 8.2% over the same period last year. Regarding to trade balance, 

Vietnam net export US$12.8bn in 1H23, a strong improvement from a trade 

surplus of US$1.1bn in 1H22.  

Figure 12: Top import products in term of value  Figure 13: Top net export products in 1H23 (Unit: US$m) 

 

 

 
   Source: Vietnam Customs, VNDIRECT RESEARCH     Source:  Vietnam Customs, VNDIRECT RESEARCH 
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We expect Vietnam’s economy to accelerate recovery in 2H23    

We expect Vietnam’s GDP to increase 7.1% yoy (+/-0.3% pts) in 2H23F (vs. 

+3.7% yoy in 1H23), thus lifting 2023 full-year growth rate to 5.5% yoy (+/-0.2% 

pts). We expect Vietnam's economy to maintain its recovery momentum next 

year and forecast GDP growth of 6.9% yoy (+/-0.3% pts) in 2024F. 

The main supports come from: (1) The government implements expansionary 

fiscal policy to support growth, (2) Lower lending interest rates help stimulate 

consumption and private investment and (3) Vietnam's agricultural and 

manufacturing export orders are likely to recover from 4Q23 amid declining 

inventories in developed markets. 

Downside risks to our implication include: (1) Higher-than-expected global 

inflation, (2) Stronger-than-expected DXY could put more pressure on Vietnam’s 

exchange rate, (3) Slower-than-expected economic growth of Vietnam's major 

trading partners hit Vietnam's exports harder. 

Figure 14: Key macro forecasts in 2022-2023F 

 

                                                                           Source: VNDIRECT RESEARCH, GSO, SBV, MOF 

 

#Supporting factor 1: Vietnam has relatively favorable conditions to 

implement expansionary fiscal policy to promote economic growth 

We believe that the government will be more aggressive in public 

investment in 2H23 

Since the beginning of 2023, Vietnam’s government has stepped up public 

investment to support economic growth amid weak private investment and FDI 

inflows. According to GSO, the implemented state capital (public investment) in 

Jun 23 rose 25.3% yoy to VND54.2tr (vs. +20.9% yoy in May 2023). For 1H23, 

the implemented state capital rose 20.5% yoy to VND232.2tr, which is higher 

than the 10.4% yoy growth rate of the same period last year. The implementation 

public investment capital in 1H23 reached 33% of the whole year 2023 plan. We 

expect the government to be more aggressive in public investment in 2H23 in 

order to complete at least 95% of the plan to disburse public investment capital 
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in 2023 (National Assembly’s plan of VND711,684bn). We now see several 

supporting factors to further accelerate public investment projects this year, 

including: 

 Low public debt give space for loose fiscal policy to support economic 
recovery: Thanks to solid GDP growth in 2016-2022 period and tight 

spending controls, Vietnam's public debt has fallen rapidly over the years 
from 51% at the end of 2016 to 38% by the end of 2022, which is much lower 
than Vietnam’s public debt ceiling of 60% of GDP.  

 Yields of Vietnam’s government bonds dropped sharply since the 
beginning of 2023: As of Jun 28, in primary market, 10-year and 15-year 

G-bond yields dropped 205 and 195 bps ytd, to 2.60% and 2.85%, 
respectively. On secondary market, Vietnam’s 5-year and 10-year G-bonds 
yields decreased 258 and 219 bps ytd, to 2.15% and 2.63%, respectively.  

 Domestic inflation cooled down significantly in the past few months: 

Vietnam’s average inflation dropped down to 2.4% yoy in 2Q23 from 4.2% 
yoy in 1Q23. As inflationary pressures ease, the government may consider 
loosening fiscal policy more to support economic recovery. 

Figure 15: Public investment grew steadily  Figure 16: Implemented public investment rose 20.5% yoy in 1H23 

 

 

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

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

 
   Source: VNDIRECT RESEARCH 
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More fiscal support policies take effect in 2H23 

The government has implemented a number of fiscal support policies in 2H23, 

focusing on tax and fee reduction (2% VAT reduction, 50% registration tax 

reduction for domestically produced cars). The tax-cut policy aims at 

recuperating domestic demand and consumption. In addition, the government 

has increased basic salary for state officials and employees from Jul 1. This 

increase will significantly improve the income of wage earners from the state 

budget. It is estimated that the state budget spending on this policy in 2023 will 

amount to VND44 trillion. At the same time, the government has also increased 

pensions and social insurance benefits paid by the state budget from Jul 1. The 

amount of budget to spend on these policies is estimated at VND3,550bn. Last 

but not least, state-owned enterprises (such as PVN) may also increase 

investment in the coming times to coordinate with the government's fiscal policy. 

A typical example is the fact that PVN has planned to launch a number of large 

investment projects in the coming period, including some medium size projects 

like Kinh Ngu Trang, Lac Da Vang, and a multi-billion-dollar project Block B - O 

Mon 

Figure 18: List of some fiscal support policies implemented in 2023 

 
   Source: VNDIRECT RESEARCH 

#Supporting factor 2: Vietnam’s export could be rebound 

significantly from 4Q23 

Figure 19: The U.S. total business inventories peaked in 1Q23 
(unit:US$bn) 

 Figure 20: Global smartphone shipments (million products) 

 

 

 
   Source: GSO, VNDIRECT RESEARCH     Source:  GSO, VNDIRECT RESEARCH 
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The sharp increase in the U.S. total business inventory is one of the most 

important factors that caused the number of new orders for Vietnam's exports to 

drop sharply in the 4Q22 to 2Q23 period. However, inventories in the US peaked 

at the end of 1Q23 and are expected to decline towards the end of 2023. 

Therefore, we expect Vietnam's exports to rebound in 4Q23 due to (1) the 

decrease in inventories in the developed countries will stimulate demand for 

Vietnam's exports, (2) the cycle of replacing old smartphones with newer ones 

is 25.3 months, or about 2 years (according to a research of China Mobile 

Terminal Lab), which will boost demand for Vietnam's smartphone exports from 

4Q23 (note that exports of phones and components account for nearly 16% of 

Vietnam's total exports in 2022), (3) The full impact of demand recovery from 

China after the economy reopens. 

#Supporting factor 3: Lower lending interest rates help stimulate 

consumption and private investment 

Deposit rates declined significantly in 1H23 

Since the beginning of 2023, the average 3-month deposit interest rate of 

commercial banks has decreased by about 137 bps, while the average 12-month 

deposit rate has decreased by 124 bps, as data at Jun 29, 2023. The main 

reasons for this trend include: (1) The reversal of monetary policy from tightening 

to easing by the SBV, (2) the improvement of banking liquidity thanks to the 

SBV's purchase of US$6bn in foreign reserves and the acceleration of public 

investment, (3) low credit demand amid economic slowdown in 1H23.  

Figure 21: Deposit rates declined significantly in the first half of 2023 
(Unit: %) 

 Figure 22: 12-month term deposit rates of some commercial banks 
range from 6.3% to 7.3% (%) 

 

 

 
Source: BLOOMBERG, VNDIRECT RESEARCH     Source:  Vietnam Customs, SBV, VNDIRECT RESEARCH 

 

Interest rates likely to fall further in 2H23 

We expect deposit and lending rates to maintain a downward trend in 2H23. 

Specifically, we forecast the average 12-month deposit interest rate drop to 6.0-

6.2% p.a by the end of 2023, based on the following reasons: (1) the ongoing 

impacts of the SBV’s rate cuts, (2) weak credit demand due to economic 

slowdown and gloomy real estate market, (3) the government will further 

promote public investment, thereby injecting more money into the economy and 

(4) the SBV still has room to decrease its policy rates.  
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We believe that lending interest rates would decrease significantly in 2H23 as 

the cost of capital of commercial banks is decreasing thanks to: (1) the impacts 

of SBV’s rate cuts and (2) SBV issued Circular 02 allowing extension of provision 

for bad debts. We think lower lending rates will be the key factor driving the 

recovery in private consumption and investment, which has been weakened in 

the first half of 2023 as lending rates remain high.  

Figure 23: Credit growth decelerated sharply in 1H23  Figure 24: Vietnam still has room to reduce interest rates further in 
the context of easing inflation pressure 

 

 

 
Source: BLOOMBERG, VNDIRECT RESEARCH     Source:  Vietnam Customs, SBV, VNDIRECT RESEARCH 

 

Inflation would be under control in 2H23 

Figure 25: The CPI increased by 2.0% yoy in Jun 2023, recorded the 5th 
consecutive month of deceleration 

 Figure 26: The decrease in the transportation index supports the cool-
down of inflation 

 

 

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

 

In Vietnam, inflation has cooled down significantly, increasing by 2.0% yoy in 

Jun 2023, recording the lowest increase in the past 16 months. In 6M23, 

Vietnam’s CPI averaged at 3.3% yoy. The sharp drop in domestic gasoline 

prices is the main factor helping to reduce inflation pressure in 6M23. 

We see a number of factors that could put more pressure on domestic inflation 

in 2H23: (1) Gasoline price difference between 2H23 and 2H22 will be much 
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smaller than price difference between 1H23 and 1H22, (2) Government raising 

basic salary for state officials and employees from 1 July, 2023 could put 

pressure on inflation.  

However, we believe that inflationary pressure will be kept under control due to 

weak domestic aggregate demand amid low economic growth. Overall, we lower 

the average inflation forecast for Vietnam in 2023 to 3.3% (+/-0.2% pts), thereby 

meeting the government's target of controlling inflation below 4.5%. 

Figure 27: Live hog price edged up since Apr 2023  Figure 28: RON 95 gasoline price (Unit: VND/liter)  

 

 

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

 

The VND exchange rate would experience stronger volatility in 2H23 

Figure 29: Most regional currency strengthened against the US$ in the 
past month (+/- % ytd)  

 Figure 30: Vietnam’s import coverage (month) and FX reserves 

 

 

 

   Source: BLOOMBERG, VNDIRECT RESEARCH     Source:  Vietnam Customs, SBV, VNDIRECT RESEARCH 

Pressure on VND exchange rate have been increased since the FED last 

meeting in Jun as Fed announced intention to lift its policy interest rates more in 

the second half of 2023. As of July 13, 2023, the US$/VND rate increased to 

23,659 (-0.1% ytd), up 0.7% since the last meeting of the Fed on Jun 13-14.  

We see a number of factors that could put more pressure on the VND exchange 

rate in 2H23, including (1) The Fed funds rate is likely to remain at a peak until 

the end of 2023, while the SBV intends to lower interest rates to support growth, 

(2) Domestic inflation could pick up from late-3Q23. On the other hand, the VND 
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exchange rate will be supported by: (1) Ongoing trade surplus, (2) Stable FDI 

and remittances, (3) More foreign currency supply from equity sales to foreign 

investors, (4) Vietnam maintains high real interest rates.  

In general, we think the exchange rate may fluctuate more strongly in the second 

half of 2023, however, the US$/VND exchange rate is forecast to fluctuate by no 

more than +/- 2.0% compared to the beginning of 2023. 
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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 red istributed 
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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