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ECONOMICS UPDATE 

Cautiously optimistic  

Manufacturing activities continued to expand 
 

According to General Statistics Office of Vietnam (GSO), Vietnam’s Index of 
Industrial Production (IIP) in Jan 2021 slid 3.2% mom but rose 22.2% yoy. It 
should be noted that the impressive year-on-year growth is mainly due to the 
low output of Jan 2020 when the Lunar New Year took place. Meanwhile, 
Vietnam’s Purchasing Managers’ Index (PMI) in Jan 2021 dropped to 51.3pts 
from 51.7pts in Dec 2020 but remained above the 50-pt reference level, 
indicating a further expansion in manufacturing sector. 

Positive signals from service sector  

Vietnam’s service sector kicked off the new year positively with gross retail 
sales of consumer goods and services in Jan 2021 reaching VND480 trillion, 
up 3.6% over that in the previous month and up 6.4% over that in the same 
period last year. If excluding the price factor, the increase was 6.7% (that in the 
same period in Jan 2020 increased by 8.0%). 

Consumer price index (CPI) slumped further as expected  

Vietnam’s headline inflation decreased 1.0% yoy in Jan 2021 (vs. an increase 
of 0.2% in Dec 2020). On a mom basis, the headline CPI remained stable at 
0.1% as transportation price index rose sharply by 2.3% mom due to several 
hikes of petrol price, which was mostly offset by price declines in 
accommodation & construction materials (-2.3% mom). 

Uncertainty rises as the third wave of COVID-19 emerges 

Starting from Chi Linh city on 27 Jan 2021, the third COVID-19 outbreak has 
spread to 11 localities, with 276 infected cases by 1 Feb 2021. According to 
Health Minister Nguyen Thanh Long, gene sequencing showed that 12 of 276 
newly detected patients are positive with the UK variant. We consider that the 
new COVID-19 outbreak will slow the recovery momentum of Vietnam's 
economy, especially over the next two months. 

Figure 1: Headline CPI decreased 1.0% yoy in Jan 2021 (% yoy)  

 

 
                                                                                                                 Source: GSO, VNDIRECT 

 Gross retail sales of consumer goods and services rose 3.6% mom (+6.4% 

yoy) in Jan 2021. 

 Vietnam’s headline inflation declined 1.0% yoy in Jan 2021. 

 Jan exports rose an estimated 50.5% yoy to US$27.7bn, the highest growth 

seen in the past 5 months. 
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Cautiously optimistic 

Manufacturing activities continued to expand  

According to General Statistics Office of Vietnam (GSO), Vietnam’s Index of 
Industrial Production (IIP) in Jan 2021 slid 3.2% mom but rose 22.2% yoy. It 
should be noted that the impressive year-on-year growth is mainly due to the 
low output of Jan 2020 when the Lunar New Year took place. Meanwhile, 
Vietnam’s Purchasing Managers’ Index (PMI) in Jan 2021 dropped to 51.3pts 
from 51.7pts in Dec 2020 but remained above the 50-pt reference level, 
indicating a further expansion in manufacturing sector. 

Regarding sub-sectors, we witnessed improvements in oil refining (+18.9% 
mom), coal mining (+6.1% mom), electrical equipment production (+4.7% 
mom) and furniture production (+2.3% mom). On the other hand, extraction of 
crude oil and natural gas (-16.6% mom), automobile production (-11.4% mom), 
electronics production (-5.9% mom) and food production (-4.2% mom) 
witnessed contractions in Jan 2021. 

Figure 2: PMI remained above the 50-pt level, suggesting the 
expansion of manufacturing sector 

  Figure 3: Industrial production remained high in Jan 2021 

 

  

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

 

Service sector improved further 

Vietnam’s service sector kicked off the new year positively with gross retail 
sales of consumer goods and services in Jan 2021 reaching VND480 trillion, 
up 3.6% over that in the previous month and up 6.4% over that in the same 
period last year. If excluding the price factor, the increase was 6.7% (that in the 
same period in Jan 2020 increased by 8.0%). 

To be specific, revenue from accommodation and catering services rose 2.7% 
mom (-4.1% yoy) while travelling revenue inched up 0.7% mom (-62.2% yoy). 
These services have recovered slowly as they continued to be negatively 
affected  by the COVID-19 pandemic. On the positive side, retail continued to 
strengthen, increasing 4.1% mom and 8.7% yoy, while revenue from other 
services rose 1.1% mom (+7.3% yoy). 
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Figure 4: Service sector continued to recover   Figure 5: Monthly wholesale & retail sales revenue  

 

  

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

 

Exports stayed solid despite the shortage of empty containers in 

Asia 

According to GSO, Jan exports rose an estimated 50.5% yoy to US$27.7bn, 
the highest monthly level in 5 months. On month-on-month basis, exports 
inched up by 1.0%. To be specific, the export value of domestic enterprises 
reached US$7.6bn, up 37.3% yoy and 6.4% mom while foreign direct 
investment (FDI) companies exported US$20.1bn worth of goods (+56.2% yoy, 
-2.0% mom) in Jan 2021.  

Figure 6: Exports remained strong despite the shortage of empty 
containers in Asia 

  Figure 7: Phones and their parts exports surged in Jan 2021 

 

  

 
   Source: GSO, VNDIRECT RESEARCH      Source: GSO, VNDIRECT RESEARCH 
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The effect of a shortage of empty containers in Asia varied wildly on exported 
products. To be specific, fishery (-17.9% mom), handbags (-10.0% mom), 
textiles (-8.1% mom), vegetables and fruit (-5.3% mom) were heavily impacted 
by the shortage of empty containers in Asia. Meanwhile, electronics exports 
were little affected by this issue and remained strong. Notably, phones and 
components exports reached US$5bn in Jan 2021, up 25.9% mom (+114.8% 
yoy) as Samsung launched new Galaxy S21 product. Other items that recorded 
positive growth in Jan 2021 include machine and equipment (+1.5% mom), 
camera (+2.9% mom), footwears (+3.5% mom) and crude oil (+34.0% mom). 

As for imports, Vietnam’s Jan import spending rose 41.0% yoy to US$26.4bn 
(-5.4% mom). As a result, Vietnam recorded US$1.3bn of trade surplus in Jan 
2021 (vs. a trade deficit of US$0.3bn seen in Jan 2020).  

 

Consumer price index (CPI) slumped further as expected  

Vietnam’s headline inflation decreased 1.0% yoy in Jan 2021 (vs. an increase 
of 0.2% in Dec 2020). On a mom basis, the headline CPI remained stable at 
0.1% as transportation price index rose sharply by 2.3% mom due to several 
hikes of petrol price, which was mostly offset by price declines in 
accommodation & construction materials (-2.3% mom). 

We expect inflation pressure to remain low towards end-1Q21F before picking 
up from 2Q21F due to higher year-on-year petroleum price. We forecast 2Q21F 
average crude oil price at US$53/barrel, or 68.3% higher than the price in 2Q20 
while 1Q21E average crude oil price at US$55/barrel, which was 8.2% higher 
than the price in 1Q20. Therefore, on year-on-year calculation, the 2Q21F 
transportation price CPI index could be much higher than 1Q21F level. 
However, we believe that inflation would be well-managed towards year-end 
and keep our forecast for the 2021F average headline CPI unchanged at 2.9% 
yoy (vs. 3.2% seen in 2020). 

Figure 8: Headline CPI decreased 1.0% yoy in Jan 2021    Figure 9: Foodstuff inflation dropped further  

 

  

 
   Source: GSO, VNDIRECT RESEARCH      Source: GSO, VNDIRECT RESEARCH 
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The interbank interest rate rose sharply due to the usual strong 

increase in cash withdrawal and payment demand before Tet 

holiday 

We saw a strong increase in cash withdrawal and payment demand in recent 
days before Tet holiday. As a result, several banks increased demand for 
borrowing money on the interbank system to support short-term liquidity, which 
resulted in a sharp increase in interbank interest rates in recent days. According 
to Bloomberg data, overnight interest rate climbed to 0.56% on 2 Feb 2021, up 
48 bps from the previous week and up 47 bps from the end of 2020. To support 
liquidity, the State Bank of Vietnam (SBV) has injected VND23,300bn through 
the open market during this week. The sharp increase in interbank interest 
rates in recent days is similar to the annual performance before Tet holiday and 
we expect the interbank rate to decline after the holiday as cash withdrawal 
and payment demand will return to normal. 

Figure 10: Interbank interest rate picked up (%)    Figure 11: Banking deposit rate remained stable at low level (%)  

 

  

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

 

Exchange rate diverged in Jan 2021  

As at 4 Feb, the Vietnam Central bank-set exchange rate for the VND/US$ 
stood at VND23,144/US$, inching up only 0.1% YTD, while the interbank 
exchange rate for VND/US$ declined 0.4% YTD. Meanwhile, the VND/US$ 
exchange rate in the free market  rose 1.0% YTD. As Vietnam maintained a 
high trade surplus of US$1.3bn in Jan 2021, we believe that foreign currency 
supply in the market is still abundant and we expect exchange rate to remain 
stable in the first quarter. 
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Figure 12: Performance of regional currencies in Jan 2021 (% 
YTD) 

  Figure 13: Central bank exchange rates and free market rates 
diverged in Jan 2021 (VND/US$) 

 

  

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

 

Uncertainties emerge as new clusters of COVID-19 were reported 

Starting from Chi Linh city on 27 Jan 2021, the third COVID-19 outbreak has 
spread to 11 localities, with 276 infected cases by 1 Feb 2021. According to 
Health Minister Nguyen Thanh Long, gene sequencing showed that 12 of 276 
newly detected patients are positive with the UK variant. We consider that the 
new COVID-19 outbreak will slow the recovery momentum of Vietnam's 
economy, especially over the next two months.  

We believe the services sector will again bear the brunt of the economic 
damage caused by this third Covid-19 wave. 

 Firstly, the recovery of tourism could be halted due to the fresh wave of 
outbreaks. Reports from tourism and aviation companies suggest that 
many holidaymakers are cancelling flights and hotel bookings, or delaying 
their plans for fear of being infected by the disease while travelling.  

 Secondly, the lockdowns in Chi Linh city, along with the shutdown of some 
nonessential services in other provinces could reduce the growth of several 
service sub-sectors, especially accommodation and catering, travel and 
entertainment. 

We expect manufacturing sector to be less affected by the third wave of 
COVID-19 as we believe in the strong recovery of global economy in the 
upcoming months thanks to vaccination that could bring more orders for 
Vietnam’s manufacturing products. 

 

Vaccines bring new hope  

Vietnam's health ministry approved the AstraZeneca vaccine for domestic 
inoculation, the first coronavirus vaccine to be approved in the country. To be 
specific, AstraZeneca and Vietnam Vaccine JSC (VNVC) are partnering up to 
distribute about 30 million doses of the former's COVID-19 vaccine in Vietnam, 
from the first quarter of 2021. 

Actual data show that social distancing measures associated with mass 
vaccination have partly prevented the spread of COVID-19 and reduced the 
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number of COVID-19 infections worldwide (as you can see in Figure 14). As a 
result, we believe that the COVID-19 vaccination starting since 1Q21F will help 
prevent the spread of the COVID-19 pandemic in Vietnam, thereby creating  
solid foundation for a sustainable recovery of Vietnam’s economy in the 
following quarters.  

Figure 14: Daily new cases worldwide declined sharply in recent days thanks to the 
effectiveness of social isolation measures and mass vaccination  

 

 
                                                                                                                 Source: European CDC 

 

We reiterate our forecasts for 2021F 

Figure 15: Key macro forecasts in 2021F 

 

 
                                                                           Source: VNDIRECT RESEARCH, GSO, SBV, MOF 

We recognize both the potential upside risk and the downside risk of Vietnam’s 
economy occurring in Jan 2021, and it will take time to observe and quantify 
the potential impacts on Vietnam’s economic outlook. In general, we still 
believe that Vietnam’s macroeconomic fundamentals would continue to be 
strengthened with its current account surplus, higher trade surplus, better 
foreign reserves and lower inflation pressure, in our view; these buffers should 
help Vietnam cope with both internal and external risks. As a result, we keep 
our 2021F GDP growth forecast for Vietnam’s economy unchanged at 7.1%. 
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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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