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WISDOM TO SUCCESS

Economic Update Challenges to achieving an 8% GDP growth target

Vietnam’s PMI climbed to 50.5, ending three months below the 50-pt threshold.

Vietnam’s registered FDI increased 34.7% YoY in 1Q25, while implemented
FDIrose 7.2% YoY. However, near-term caution has emerged due to US tariffs.

Vietnam’s GDP grew 6.9% YoY in 1Q25, led by the service sector

Vietnam's GDP grew 6.9% YoY in 1Q25, the highest first-quarter growth since 2020,
according to the National Statistics Office (NSO). The service sector led the
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We foresee downside risks to Vietnam's 2025 GDP growth forecast

Trump's recent tariffs, including a 46% reciprocal tariffs on Vietnamese imports,
present significant challenges to Vietnam's export-driven economy. While the
temporary 90-day deferral of reciprocal tariffs may boost Vietnam'’s exports and GDP
growth in the second quarter of 2025, the latter half of the year could face setbacks
if trade negotiations fail and tariffs remain high. Despite these risks, the Viethamese
Government remains committed to its ambitious 8% GDP growth target for 2025,
signaling the potential adoption of aggressive economic policies. For now, our 2025
GDP growth forecast remains unchanged at 7.3% YoY, as we await clearer trade
negotiation outcomes while closely monitoring FDI responses and Government
measures for a comprehensive evaluation.

Figure 1: Vietnam saw the strongest first-quarter GDP growth in 2020-2025
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Figure 2: Vietnam’s GDP grew 6.9% YoY in 1Q25,
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The economy witnessed positive growth in 1Q25

According to the NSO, Vietnam's GDP grew 6.9% YoY in the first quarter of this
year, the highest 1Q growth rate since 2020, meeting market expectations.
However, this figure falls short of the 7.7% growth projected under the high-
growth scenario outlined in the Government’s Resolution 01, which targets 8%
GDP growth in 2025. Achieving this ambitious goal remains challenging amid
global economic uncertainty, including the impact of Trump's tariffs.

Despite these difficulties, the Vietnamese Government remains resolute in
pursuing the 8% growth target for 2025, emphasizing its commitment to
implementing diverse solutions. In a symbolic move, the Ministry of Finance
(MoF) has revised its quarterly GDP growth projections for the rest of the year,
setting targets of 8.2% for 2Q25, 8.3% for 3Q25, and 8.4% for 4Q25—0.1-0.2%
higher than previous estimates—to stay aligned with the ambitious 2025 goal.
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The service sector stands out as the brightest spot in Vietnam's economic
growth picture, achieving remarkable 7.7% YoY growth in 1Q25, the highest
first-quarter growth rate recorded between 2020 and 2025. Early 2025 witnessed
a significant turnaround in several service sub-sectors, most notably
Administrative and Support service activities, which grew by 12.6% YoY in 1Q25
(up from +10% YoY in 1Q24), driven by the Government’s vigorous promotion
of administrative reform and e-government initiatives.

Education and Training rebounded strongly, with an impressive growth rate of
9.3% YoY in 1Q25, outpacing the modest 4.3% YoY seen in 1Q24. Tourism also
experienced an early-year boom, as international visitors surged nearly 30%
YoY in 1Q25, while domestic tourists increased by 18%. This resulted in robust
growth for tourism-related sub-sectors like Accommodation and Food service
activities (+9.3% YoY in 1Q25 vs +8.7% YoY in 1Q24) and Arts, Entertainment,
and Recreation (+9.2% YoY in 1Q25 vs +6.9% YoY in 1Q24).

Additionally, credit acceleration in 1Q25 proved noteworthy, with credit growth
reaching 3.93% YTD by the end of 1Q25 (compared to +1.34% YTD by the end
of 1Q24), driving higher growth rates in sectors such as Financial, Banking, and
Insurance activities (+6.8% YoY in 1Q25 vs +4.6% YoY in 1Q24) and Real estate
(+3.7% YoY in 1Q25 vs 1.8% YoY in 1Q24).
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Last but not least, domestic consumption showed clear improvement with total
retail sales of goods and consumer service revenue rising 9.9% YoY in 1Q25
(vs +8.6% YoY in 1Q24). In March 2025 alone, this figure surged by 10.8% YoY,
marking the highest growth rate since mid-2023. Excluding inflation, total retail
sales and service revenue grew by 7.5% YoY in 1Q25, far exceeding the 5.5%
YoY growth recorded in 1Q24.

Figure 3: Most service sub-sectors recorded higher growth rates in ~ Figure 4: International visitor arrivals to Vietnam experienced a
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remarkable surge of 29.6% YoY in 1Q25
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Figure 5: Gross retail sales of consumer goods and services showed  Figure 6: Value of imported consumer goods continued to improve
significant improvement in 1Q25
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We identify several key drivers that will reinforce the upward trajectory of the
service sector, including:

The Government is set to unveil a suite of fiscal stimulus measures aimed
at spurring economic growth. Among the proposals is an extension of the
2% VAT reduction policy through the end of 2026, superseding the original
cutoff of June 2025. On April 11, 2025, Decree 87/2025/ND-CP was issued,
allowing a 30% reduction in land rent for 2024, which can be offset against
payments due in 2025. Prior to this, Decree 82/2025/ND-CP extended
deadlines for VAT, corporate and personal income taxes, and land rent
payments for 2025. In an additional effort to ease financial burdens, from
September 1, 2025, tuition fees for public schools will be fully waived for
students from five-year-old kindergarten to grade nine in lower secondary
education. Collectively, these measures are designed to alleviate costs for
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businesses and households, stimulate purchasing power, and strengthen
domestic consumer demand.

e Inflation remained well-contained in 1Q25, with the average CPI standing at
3.1% YoY, notably lower than the 3.8% YoY recorded in 1Q24. With
domestic pork prices cooling and global oil prices trending downward, we
maintain our forecast for the 2025 average CPI at 3.2%, below the 3.6%
figure of 2024 and significantly under the Government's ceiling target of
4.5%-5% for 2025. Effective inflation control will continue to strengthen
consumer confidence.

e The State Bank of Vietham (SBV) has signaled a strategic pivot toward
policies that prioritize economic expansion, with a focus on boosting credit
growth. This approach is poised to foster a revival in consumer lending and
play a key role in consolidating the recovery of the real estate market.

On the flip side, risks and challenges to the recovery of domestic consumption
in late 2025 warrant close monitoring, including the potential economic
slowdown in major economies like the US and China, as well as the outcome of
Vietnam-US tariff negotiations. In a negative scenario, failure to secure a deal
with the US to significantly lower the proposed reciprocal tariff rate of 46% could
weaken the competitiveness of Viethamese exports to the US, leading to job
losses and income declines in Vietnam's manufacturing sector, ultimately
dampening domestic consumption demand.

Vietnam's industrial and construction sector has demonstrated resilience despite
challenging international macroeconomic conditions. According to the NSO, the
sector achieved 7.4% YoY growth in 1Q25. Moreover, Vietham’s Industrial
Production Index (IIP) rose by 7.8% YoY in 1Q25, compared to 5.9% in the same
period of 2024. These figures represent the sector's most robust first-quarter
growth during 2020-2025. Accelerated public investment, improved domestic
consumption, fiscal easing policies, and credit incentives have played a pivotal
role in mitigating the impact of US tariffs and driving the sector's growth in the
first quarter of 2025.

Specifically, the manufacturing sub-sector, despite enduring five consecutive
months of declining export orders fueled by heightened US trade protectionism,
registered a growth rate of 9.3% in 1Q25. While this marks a slight dip from the
10.0% achieved in the preceding quarter, it represents a substantial
improvement compared to the modest 7.2% growth during the same period in
2024. Additionally, the water supply, sewage, and waste management sub-
sector maintained strong momentum, posting an 8.8% growth rate in the first
quarter of 1Q25 (vs +6.3% YoY in 1Q24). Meanwhile, the construction sub-
sector expanded 8.0% YoY in 1Q25, improving from 7.7% in 1Q24, bolstered by
increased public investment.

On the flip side, the growth rate of electricity, gas, steam, and air conditioning
supply activities decelerated to 4.6% YoY in 1Q25, down from 12.3% in 1Q24,
due to a high comparable base and the persistentimpact of Typhoon Yagi. Lastly,
the mining sub-sector fell 5.8% YoY in 1Q25 due to a further decline in oil and
gas exploitation output.
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Figure 8: Vietnam’s quarterly Index of Industrial Production (lIP) by
major sub-sector
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Figure 9: Automobile, Television and Textiles were among the growth

leaders in 1Q25

Figure 10: Vietnam's PMI exceeded the 50-point threshold for the first
time in four months
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The output of some key industrial products increased significantly in 1Q25,
including automobiles (+81.5% YoY); television (+22.9% YoY); textile fabric from
natural yarn (+18.6% YoY); N.P.K mixed fertiliser (+15.8% YoY), clothes
(+14.3% YoY); and phone accessories (+12.0% YoY). On the other hand, the
output of some key industrial products declined in 1Q25, mostly related to mining
activity. These included natural gas (in gaseous form) (-12.9% YoY); extracted
crude oil (-6.4% YoY); textile fabric from polyester (-2.4% YoY); laminated steel
(-1.8% YoY); mobile phones (-1.7% YoY); and chemical paint (-0.9% YoY).

We maintain a cautiously optimistic outlook for the manufacturing sector in 2Q25,
bolstered by Vietnam's PMI surpassing the 50-point neutral benchmark in March,
ending a three-month contraction. Additionally, the US's temporary 90-day
deferral of reciprocal tariffs is expected to boost production and exports, as
American retailers ramp up inventory stockpiling. That said, challenges may
resurface in the second half of 2025 when the deferral ends, and the full impact
of tariffs is likely to dampen US consumer demand.

To navigate these challenges, Vietham must expedite negotiations with the US
for more favorable tariff rates—ideally below 20%. Simultaneously, businesses
can leverage free trade agreements, such as EVFTA, CPTPP and RCEP, to
diversify export markets by tapping into regions like the EU, ASEAN, the Middle
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East, and South America. Moreover, the domestic market, with its population of
over 100 million, remains an underutilized growth driver. The rapid expansion of
Vietham's middle class and recovering local purchasing power could become
vital pillars for the economy and the manufacturing sector amid persistent global
trade uncertainties.

Agriculture, forestry, and fishery sectors rebounded in 1Q25 after
Typhoon Yagi's impact subsided

Agriculture, forestry, and fishery activities grew 3.7% YoY in 1Q25, up from a
growth rate of ~3% seen in both 3Q24 and 4Q24, as Typhoon Yagi's impact
subsided. Specifically, the agriculture sub-sector grew by 3.5% YoY in 1Q25,
driven by robust growth in pig and poultry farming, supported by effective
disease control and higher live hog prices. In addition, the fishery sub-sector
recorded a growth rate of 4.0% YoY in 1Q25, attributed to increased aquaculture
output. The forestry sub-sector saw its growth rate improve to 6.7% YoY in
1Q25, thanks to a significant increase in newly planted forest areas and higher
timber harvest volumes.

Pig herds expanded 5.0% YoY in 1Q25 due to the trend of shifting livestock
farming from family to semi-industrial farms and the sharp rise in pork prices,
while poultry herd size increased 4.7% YoY. On the flip side, the size of buffalo
herds decreased.

Figure 11: The agriculture, forestry, and fishery sector experienced a  Figure 12: Main livestock products
strong recovery in 1Q25 after slowing in 2H24 due to Typhoon Yagi
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Challenges to achieve an 8% GDP growth target

Recent US tariffs, including a sweeping 46% duty on Viethamese imports, are
set to disrupt Vietnam's export-driven economy. While the US's temporary 90-
day deferral of reciprocal tariffs may boost Vietham’s exports and GDP growth
in 2Q25 through inventory stockpiling by American retailers, the latter half of the
year could face significant setbacks if trade negotiations fail and the new tariffs
are not substantially reduced from their current levels. Even with more favorable
adjustments, lingering adverse effects are likely. American consumers may
experience higher inflation and weaker income growth, which could reduce
demand for imported goods. Consequently, we foresee downside risks to
Vietnam's 2025 GDP growth forecast, as detailed in our latest report on Trump’s

reciprocal tariff.

However, the Viethamese Government's steadfast commitment to its 8% GDP
growth target for 2025 signals potential adoption of more aggressive economic
policies if US trade talks falter or major risks, like supply chain disruptions or a
global slowdown, arise. Revising Vietham's GDP forecast now would be
premature, given the possibility—albeit slim—of a dramatic turnaround in trade
negotiations. Thus, we are pausing adjustments to the 2025 GDP growth
forecast until trade outcomes and final tariff rates become clearer, while closely
monitoring FDI responses and government measures for a comprehensive
evaluation. As a result, we are maintaining our 2025 GDP growth forecast at
7.3% YoY.

According to the Ministry of Planning and Investment (MPI), total registered FDI
increased 34.7% YoY to USD11.0bn, the second-highest level in five years,
while implemented FDI rose 7.2% YoY to USD5.0bn in 1Q25. To be specific,
newly licensed projects increased 11.5% YoY to 850 projects with newly
registered capital of USD4.3bn (-31.5% YoY); 401 previously licensed projects
were approved to receive more investment capital with incremental FDI totaling
USD5.2bn, 5.0x YoY; and 810 capital contributions and share purchases of
foreign investors were recorded, valued at USD1.5bn (+83.7% YoY). While
implemented FDI continued to rise persistently, total registered FDI witnessed
double-digit YoY growth, mainly fueled by incremental FDI. However, newly
registered FDI saw a 31.5% YoY decline, reflecting investor caution surrounding
the US’s protectionist agenda.

By province, Bac Ninh boasted the highest registered capital with USD1.9bn,
accounting for 17.3% of total registered capital in 1Q25, up 2.1x YoY. HCMC
was the second player, attracting USD1.4bn, up 58.3% YoY, accounting for 13%
of total 1Q25 registered capital.

Singapore emerged as the country leading Vietham’s total registered FDI with
USD3.0bn (+3.8% YoY), accounting for 27.6% of the total, followed by South
Korea with USD2.0bn (2.7x YoY), accounting for 8.5%. China led in terms of
newly signed projects, accounting for 32.5%, while South Korea dominated in
FDI capital adjustments, capital contributions, and share purchases. 1Q25 FDI
data per partner revealed two remarkable trends. While newly registered FDI
from key investing partners contracted, FDI from Chinese and Taiwanese
investors exhibited impressive surges of 156.3% YoY and 241.8% YoY,
respectively, reinforcing our view that Vietnam is likely experiencing a strategic
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recalibration of Chinese FDI amid a growing US-China trade war. Concurrently,
US newly registered FDI inflows demonstrated a staggering 20.6-fold YoY
increase, reaching USD119.4 by March.

persistently Figure 14: Registered FDI rose 35% YoY in 1Q25, the second highest
level in five years
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FDI prospects post US reciprocal tariff

The recent announcement of a 46% reciprocal tariff on Vietham by the US has
triggered a sharp sell-off in Vietnamese industrial property stocks, with prices
continually hitting floor levels, reflecting growing investor concerns regarding the
near-term outlook for FDI. Despite the current 90-day pause of the 46% tariff,
we anticipate newly registered FDI will be hit the hardest, potentially
experiencing a freeze in the near term. While incremental and implemented FDI
may face less severe effects, we foresee likely delays in disbursement and land
fee payments pending further clarity on the final post-negotiation tariff lines.

While a worst-case scenario would involve a broad-based relocation of existing
FDI, we view this as a low-probability event in the near term due to substantial
tariffs on regional alternatives, significant relocation costs, US policy uncertainty
within the current four-year Presidential timeframe, and Vietnam’s inherent
competitive advantages. In fact, Japanese electronics manufacturer Sourcenext
Corp. is planning to establish a new manufacturing base in Vietnam as a
proactive measure to mitigate the impact of the tit-for-tat tariff between the US
and China, a move we believe is a tailwind, underscoring investors’ beliefs in
Vietham’s fundamentals amid the evolving trade landscape.
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According to the NSO, March 2025 saw a 17.4% YoY increase in implemented
state capital (public investment) to VND43.9tn (USD1.7bn). For 1Q25,
implemented state capital increased 19.8% YoY to VND116.9tn (USD4.6bn),
significantly higher than the 3.5% growth in 1Q24, in line with our forecast. With
that, 1Q25 implemented state capital was equal to 13.5% of the year’s plan (vs
13.1% in 1Q24). Meanwhile, according to the Ministry of Finance (MoF), public
investment disbursement reached VND78.7tn (USD3.1bn), translating to 9.5%
of the PM’s plan (vs 12.3% in 1Q24), lagging expectations.
Figure 17: Public investment witnessed encouraging growth in Figure 18: Implemented public investment growth grew in 1Q25 thanks
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Amid the current disruptive tariff landscape posing a temporary risk to Vietnam’s
external growth momentum, we believe a strategic recalibration of prevailing
economic policies, which have historically prioritized FDI and export-led growth,
is of importance. With such a comfortable fiscal buffer, evidenced by a public
debt-to-GDP ratio of ~36% and a substantial Government budget surplus, the
Government should aggressively pursue higher public investment
disbursement, aiming for the highest possible rate. Fully deploying this fiscal
capacity to achieve 100% of the PM’s public investment targets could drive 2025
disbursement growth to ~30% YoY, and potentially contribute ~1.7% pts to GDP

growth.
Figure 19: List of key public investment and public-private partnership projects
Projects Total investment Estimated construction progress

(USDbn) 2022 2023 2024 2025 2026 2027 2028 2029 2030 20312035

I. Expressway & Ring Road
Twelve sub-projects of North-South Expressway East 5.8
HCMC Ring Road Mo.3 3.0
Hanoi Ring Road MNo. 4 3.4
Chau Doc - Can Tho -Soc Trang Expressway 1.8
Khanh Hoa - Buon Ma Thuat Expressway 0.9
Bien Hoa-WVung Tau Expressway 0.7
Hoa Binh - Moc Chau Expressway 0.4
Morth-South Expressway West. section Gia Mghia-Chon Thanh 1.0 ]
HCMC- Moc Bai Expressway 0.8 L]
HCMC Ring Road Mo. 4 (phase 1) 4.8 ]
Il. Railway & Metro
MNorth-South High-Speed Railway 673 ]
Lao Cai - Hanoi - Hai Phong Railway (connect with China) 116 ]
Metro Ben Thanh - Tham Luong (HCMC) 1.9 . __________________________________________________|]
Metro Mam Thang Long - Tran Hung Dao (Hanoi) 1.4 I ——
Hanoi Station - Hoang Mai (Hanoi) 1.6 L ——————
1l. Port
Can Gio International Transshipment Port (¥ phases)” 4.5 1
IV. International Airport
Long Thanh International Airport (phase 1) 4.5
Total 115.2
Maote- Under construction [N Flan

Source: VNDIRECT RESEARCH
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According to the MoF, State budget revenue rose 29.3% YoY to VND721.3tn
(USD28.1bn) in 1Q25, reaching 36.7% of the 2025 plan. Domestic revenue was
estimated at VND646.3tn (USD25.2bn) in 1Q25, accounting for 38.7% of the
year’s plan, up 34.5% YoY. Revenue from crude oil was estimated at VND13.3tn
(USD518.7mn, -15.3% YoY), equal to 25.0% of the year’s plan. Revenue from
imports and exports was estimated at VND61.6tn (USD2.4bn), accounting for
26.2% of the year’s plan, up 0.4% YoY.

On the flip side, State budget expenditures increased 11.6% YoY to VND428.2tn
(USD16.8bn) in 1Q25, equivalent to 16.8% of the year's plan. Current
expenditures were estimated at VND316.5tn (USD12.3bn), up 16.8% YoY,
accounting for 20.2% of the year’s plan. Investment & Development spending
inched down 2.5% YoY to VND78.7tn (USD3.1bn), reaching 10.0% of the year’s
plan. Debt & Interest repayments edged up 1.7% YoY to USD32.6tn
(USD1.3mn), reaching 29.5% of the year’s plan.

With that, the State budget recorded a surplus of VND293.1tn (USD11.3bn) in
1Q25. As of March 2025, VND110.4tn (USD4.3bn) of Government bonds have
been issued with an average term of 10.2 years, and an average interest rate of
2.93%lyear, equivalent to 99.5% of 1Q25’s plan of VND111tn (USD4.3bn) and
22.1% of the year’s plan of VND500tn (USD19.5bn).

The increasing state budget not only reflects the upward trend in income growth
among citizens, businesses, and the economy but also plays a vital role in
reinforcing Vietnam's fiscal stability. This paves the way for the Government to
introduce and expedite fiscal stimulus initiatives, such as prolonging the 2% VAT
reduction until the end of 2026, granting a 30% land rent discount for 2024
(deductible from 2025 payments), deferring VAT, corporate and personal
income taxes, and land rent obligations for 2025, waiving public school tuition
fees for students from kindergarten (age five) to grade 9, and adjusting personal
income tax deduction thresholds. If realized, these measures would invigorate
economic growth, subsequently enhancing government revenue and
perpetuating a cycle of sustainable development.

Figure 20: Breakdown of state budget (Current expenditures exclude Figure 21: 2025 G-bond issuance plan increased 25% YoY (unit:

salary reform expenditures) VNDtn)
Unit: VNDtn 125 ofannual o vy 600 50%
plan
Budget revenue 721.3 36.7% 29.3% 500 40%
Domestic revenue 646.3 38.7% 34.5% 0%
400
1 0, _ 0,
Revenue from crude oll 13.3 25.0% 15.3% 20%
Revenue from export-import 61.6 26.2% 0.4% 300
10%
Budget expenditures 428.2 16.8% 11.6% 200
0%
Current expenditures 318.5 20.2% 16.8%
100 A0%
Investment & Development 787 10 0% -2 5% .
0 -20%
Debt & Interest repayments 326 29.5% 1.7% 2021 2022 2023 2024 2025
Budget balance 293.1 mmm G-bond issuance plan (VNDbn) (LHS) % Yo (RHS)
Source: MOF, VNDIRECT RESEARCH Source: BLOOMBERG, VNDIRECT RESEARCH
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Strong pre-tariff data driven by front-loading

3M25 witnessed robust export turnover

According to Vietnam Customs, Vietnam’s export turnover increased 14.3% YoY
to USD38.5bn in March 2025, the highest YoY growth since August 2024,
excluding seasonal factors. On a monthly basis, export value in March soared
23.8% after declining 6.3% in February.

For 1Q25, Vietnam’s exports rose 10.6% YoY to USD102.8bn (vs +16.9% YoY
to USD92.9bn in 1Q24). While growth rate is lower compared to 1Q24, the
double-digit growth rate is still considered an encouraging result.

Looking at major export groups, Electronic goods, computers (USD21.1bn;
+32.4% MoM; +29.2% YoY); Telephones, mobile phones and parts
(USD14.0bn; +10.0% MoM; -0.9% YoY); Machines, equipment, tools and
instruments (USD12.4bn; +22.2% MoM; +13.6% YoY); Textiles and garments
(USD8.7bn; +25.4% MoM; +11.1% YoY); and Footwear (USD5.4bn; +21.2%
MoM; +12.1% YoY) were five product groups with the highest export turnover in
1Q25. Several groups witnessed significant YoY export growth in March 2025,
including Coal (32.4x YoY); Toys and sports parts (+91.8% YoY); and Coffee
(+57.9% YoY).

Regarding major trading partners, the US continued to be Vietnam’s largest
export market with a turnover of USD31.4bn (+21.9% YoY), accounting for
30.5% of Vietnam’s 1Q25 export turnover, followed by China with USD13.2bn
(+0.2% YoY), ASEAN with USD9.2bn (+1.0% YoY); Europe with USD8.9bn
(+9.7% YoY), Korea with USD6.8bn (+6.4% YoY), and Japan with USD6.4bn
(+12.5% YoY).

Figure 22: Vietham’s exports increased 14.3% YoY while imports rose  Figure 23: Top export products in terms of value
18.9% YoY in March 2025

120,000
100,000
80,000
60,000
40,000
20,000

0

iQais  1Q20 1Q21 1G22

Export turnover (USDmn) (LHS)
#®Trade balance (USDmn} (RHS)

Source: Vietham Customs, VNDIRECT RESEARCH

L
6,000 Footwear
5,000 Textiles and garments
Tofal export
4,000 -
Wood & wooden products
3,000
Means of fransport and components
2,000 Phones all of kinds
1,000 Siill image and video cameras
0
1023 1024 1Q25

m Import tumover (USDmn) (LHS)

9,000 Electronic goods, computers

2,000 Fishery
7.000 Machines and egquipment

Steel ——
-30.0% -20.0%-10.0% 0.0% 10.0% 20.0% 30.0% 40.0%

mMarch 2025 vs. March 2024 (% YoY) 1025 vs. 1024 (% YoY)

Source: Vietham Customs, VNDIRECT RESEARCH

Import demand for intermediate and consumer goods continued to expand

Vietnam’s imports in March grew 18.9% YoY to USD36.9bn (vs +9.5% YoY to
USD31.0bn in March 2024). On a monthly basis, imports rose 12.9% (vs +8.6%
in February 2025), witnessing the highest MoM growth since March 2023,
excluding seasonal factors. In 1Q25, Vietnam’s imports increased 17.0% YoY
to USD99.7bn, mostly driven by the continuing recovery of import demand for
intermediate products, capital goods, and raw materials. To be specific,
intermediate goods (+19.4% YoY) accounted for 57.7% of total 1Q25 imports,
followed by raw materials (+10.3% YoY) and capital goods (+20.5% YoY), which

11


file:///C:/Users/Andre/Downloads/www.vndirect.com.vn

VNDIRECT

April 22, 2025
VNDIRECT Research

contributed 15.0% and 12.9% to 1Q25 imports, respectively. YTD consumer
goods demand showed persistent momentum, climbing 12.1% YoY following a
12.4% rise in February 2025, which was thanks to a seasonal effect. This,
coupled with the 10.8% YoY increase in total retail sales of goods and consumer
services in March, underscores a continuing recovery in consumer demand.

Computers, electrical products, spare parts, and components thereof
(USD31.6bn; +10.4% MoM; +31.5% YoY); Machines, equipment, tools and
instruments (USD12.6bn; +27.9% MoM; +22.1% YoY); Others (USD5.8bn;
+11.2% MoM; +13.1% YoY); Fabrics (USD3.5bn; +30.2% MoM; +9.7% YoY);
and Plastics (USD3.0bn; +3.0% MoM; +20.8% YoY) were five product groups
with the highest import turnover in 1Q25. With that, Vietham recorded a trade
surplus of USD3.2bn (-59.6% YoY) in 1Q25.

Figure 24: Top imported products in terms of value Figure 25: 1Q25 import and export activity by trading partner
Electronic goods, computers 30% 2? 3 30
Machines & equipment I —
Other basic matal ——— % 2
Plastic products I — 20% 10
Total import — o8
Fabrics o 1% 0
Textile, leather, foot-wear materials &... o 10% 10
Phones of all kinds .
Chemical products | 5% I I 20
Chemicals [ | 0% 230
Steel — China Korea ASEAN Japan
20.0% -10.0% 00% 10.0% 20.0% 30.0% 40.0% Export (+)- % YoV, LHS) 0Tt (+/- % Yo, LHS)
mMarch 2025 vs. March 2024 (% YoY) 1025 vs. 1024 (% YoY) — = Nat frade balance (USDbn, RHS)
Source: Vietnam Customs, VNDIRECT RESEARCH Source: Vietnam Customs, VNDIRECT RESEARCH

Export outlook amid evolving US trade landscape

First, the 1Q25 trade results revealed a robust performance, characterized by
the double-digit YoY expansion in both export and import turnover. This strong
underlying momentum, however, was subsequently challenged by the US
announcement on April 2 of a proposed 46% reciprocal tariff on Vietnam,
necessitating a recalibration of near-term export projections as detailed in our
latest report on Trump’s reciprocal tariff.

Nevertheless, the global trade landscape shifted again within less than a week
with Trump’s subsequent announcement of a 90-day reprieve on these tit-for-tat
tariffs. This temporary measure establishes a 10% tariff rate for 75 nations
engaged in trade negotiations with the US, a stark contrast to the escalated
125% levy on Chinese imports. From Vietnam's perspective, this development
is a significant, albeit potentially transient, tailwind. Our near-term optimism for
export prospects is underpinned by: 1) logistical facilitation: the 90-day window
provides crucial operational flexibility for domestic enterprises to manage
existing shipments and ramp up for upcoming orders; 2) restored competitive
edge: the temporary 10% rate positions Vietham competitively with other
regional economies, given our existing competitive advantages; 3) negotiation
leverage: this is a critical time for Vietnam to engage in negotiations with the US
to secure a more favorable rate. Recent high-level diplomatic interactions,
including the meeting between Deputy Prime Minister Ho Duc Phoc and US
Trade Representative Jamieson Greer, and the formal establishment of a
Government negotiation delegation under Prime Minister Pham Minh Chinh’s
Decision No.753/QD-TTg, underscore the leaders’ proactive stances; and 4)
anticipated front-loading: we anticipate a surge in export orders over the next
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three months as US importers seek to secure inventory ahead of any potential
reinstatements of tariffs post negotiation. This is likely to translate into strong
export turnover and favorable performances for export-oriented companies in
2Q25.

Furthermore, the initial, albeit subsequently clarified as temporary, exemption of
tariffs on electrical products offers a significant near-term benefit. Given that this
sector’'s US exports accounted for ~28% of Vietnam's total US exports in 2024,
the temporary exemption provides considerable relief. However, the clarification
that this exemption is not permanent introduces an element of uncertainty for
this key export segment moving forward, thus warrants close attention.

Heightened FX pressures despite controlled CPI

Vietnam’s CPI inched down 0.03% MoM in March 2025 (vs +0.34% in February)
thanks to declining gasoline prices and rice prices. On a YoY basis, CPI grew
3.13% YoY in March 2025 from 2.91% in February. Core inflation ticked up
0.25% in March (vs +0.3% in February) and +3.10% YoY (vs +2.87% in February
2025).

Regarding CPI sub-indexes, eight out of 11 sub-groups increased MoM. March
inflationary pressures were largely concentrated within the Accommodation &
construction sub-index, rising 0.5% and contributing 0.09% pts to the overall CPI
with a 1.09% surge in rental costs. The Others sub-index rose 0.21%, influenced
by a 3.73% MoM increase in accessory prices, mirroring soaring global gold
prices. The Cultural and recreation items sub-index saw a 0.18% MoM increase,
with travel package services rising 0.57%, illustrating buoyant travel demand.
Conversely, two key sub-indexes, representing over 40% of the CPI basket,
registered MoM declines that helped rein in March inflation. The Transport sub-
index experienced the most pronounced contraction, falling 1.41% MoM due to
a 3.61% decline in gasoline prices. The Food & Foodstuff sub-index edged down
0.05% MoM, in which a 0.83% decline in Food prices (driven by softening
domestic rice prices), and a marginal 0.03% decrease in Eating outside prices
outweighed a 0.08% increase in Foodstuff prices (as lean hog prices grew
3.58% in March).

Figure 26: Vietnam’s CPI increased 3.13% YoY in March Figure 27: Falling domestic gasoline prices have provided some relief
on inflationary pressure
o
Weight (%) MoM YTD YoY 25% 32,000
20% 30,000
Headline CPI 100% 0.03% 3.22% 343% | )
15% ! 28,000
Food & Foodstuff 3356% -0.05% 378% 383%
Food 367% 0.83% 1.62% 0.68% 10% I | 26,000
Foodstuff 21.28% 0.08% 4.19% 454% 5% | | || ' | 24 000
Eating outside 8.61% -0.03% 3T71% 3.45% I
g - . (I e Bl
Beverage & Tobacco 273% 0.04% 226% 205% | | I | ' Tl |
Garment hats. footwear 5.70% 0.05% 117% 1.16% 5% | ' 20.000
Accommaodation & construction materials 18.82% 0.50% 511% 5.30% 10% 18,000
Household appliancies 6.74% 0.13% 1.57% 1.58% 15% 16,000
Healthcare. pharmaceutical items 5.39% 0.13% 14.40% 1450%
Transport 967% 1.41% 2 40% 407% 20% 14.000
Postal services and Telecommunication 3.14% 0.02% -0.59% -0.52% -25% 12,000
Educational items 6.17% 0.02% -0.61% -0.25% 0% 10.000
Cultural and Recreation items 455% 0.18% 2.16% 2.16% S oo o T T T T NN NAM MMM T T oo own
T I T O S B o B e O o N SO ot e B S o S A oY s S Y S S B s O |
Other goods & senices 353% 0.21% 6.63% 653% REESSSSERS88RREE8E888888¢8 8
- T M~ O T W s O v T Ll = S e =
Core CP1 100% 0.25% 3.10% e e e - o o o - 2 0 o« 909090« 9090« 9
mmm Transport CPI (% YoY, LHS) Average petrol price (RON 95, VND/liter, RHS)
Source: NSO, VNDIRECT RESEARCH Source: NSO, VNDIRECT RESEARCH
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Overall, YTD inflation, averaging 3.22%, remains comfortably below the
Government’s 4.5-5.0% target, reinforcing our assessment that inflationary
pressures are currently well-managed. Looking ahead, we anticipate ongoing
downward pressure within the two key indexes, Transport and Food &
Foodstuffs. The ongoing decline in Brent crude oil prices, currently trading at
four-year lows amid growing US recession fears, will continue to exert downward
pressure on domestic gasoline prices. Furthermore, concerns about elevated
lean hog prices in 1Q appear to have been unfounded. Despite a remarkable
3.58% surge in lean hog prices in March, this has not translated into significant
acceleration in Foodstuff CPI. With that, we project lean hog prices will moderate
by late 2Q as supply expands.

As of April 16, 2025, the USD/VND exchange rate registered at
VND25,883/USD, reflecting a YTD depreciation of the VND of 1.6%. Foreign
exchange pressure intensified in early April compared to the end of 1Q25,
primarily driven by domestic factors rather than external headwinds. Specifically,
the State Treasury's announced intention to acquire another USD130mn from
commercial banks in the final week of March marked its sixth such intervention
since mid-February, bringing cumulative USD purchases YTD to USD1.23bn,
which will irrefutably pressure the VND.

Intriguingly, the weakening VND occurred despite supportive macroeconomic
indicators, including a robust 10.6% YoY growth in export turnover and a 7.2%
YoY increase in implemented FDI in 1Q25. This is not to mention the fall of the
DXY, which sat at 99.51 by April 16, reaching its lowest level since April 2022.
This DXY weakness exhibited a negative correlation with soaring US Treasury
yields and gold prices, suggesting potential concerns regarding capital outflows
from the US amid heightened trade tensions. This environment has also fueled
increased market expectations for more aggressive Fed rate cuts, with at least
four rate reductions priced in for the year, and mounting recessionary risks
prompting investors to reduce USD holdings as a traditional safe-haven asset in
favor of gold.

Figure 28: DXY pullback supports some Southeast Asian currencies; Figure 29: USD/VND rose 1.6% YTD (data as of April 16, 2025)

VND, Rupiah as outliers (data as of April 16, 2025)
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Source: BLOOMBERG, VNDIRECT RESEARCH

Consistent with our forecast in the March Econs Updates report, we anticipate
increased volatility in the FX market following Trump’s reciprocal tariff
announcement. Moving forward, we foresee increasing upside risks for FX rates
in the near term. Further depreciation of the DXY would likely result in a
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strengthening of other currencies, notably the Euro, as it is believed to be
benefitting from the shifting global trade landscape. This dynamic is anticipated
to create subsequent pressure on the VND. Moreover, a worst-case scenario
involving a 46% reciprocal tariff could lead to a deceleration in both FDI and FlI
inflows. This is not to mention that Vietnam is actively engaging with the US for
potential deals, and with the need to increase imports of US goods in the near
future, FX pressure may elevate further.

In light of these dynamics, we project that the SBV may adopt a more flexible
FX regime to support export sectors strained by tariffs. This would effectively
encompass accepting a higher rate of devaluation, particularly given that
Vietnam'’s FX reserves currently fall below the IMF-recommended threshold.

Figure 30: Vietnam’s current account balance and import coverage Figure 31: SBV continued to supply long-term liquidity via OMO
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As of April 11, the average 12M term deposit interest rate of commercial banks
declined to 4.80%/year, down 0.01% pts from the end of March, and -0.06% pts
YTD. Waning deposit rates still persist following the Government’s directive on
easing deposit and lending rates. Amid declining deposit rates, credit growth
accelerated, rising 3.93% by the end of March 2025, higher than the 1.34% seen
in 1Q24.

Overall, we expect deposit rates to stabilize at this level, and therefore maintain
our 12M average deposit rate forecast at 4.8-5.0% p.a., reflecting our continued
view that the SBV’s accommodative stance will buttress liquidity via a lower
interbank rate environment.

Regarding liquidity management, following halting T-bill issuance for more than
a month, the SBV continued its proactive measures by deploying the mortgage
lending channel at a 4.0% p.a. interest rate to inject significant long-term liquidity
into the system. This has led to an increase in the OMO balance to VND99.8tn
(USD3.9bn) by March 14, as new offers outpaced maturing OMO papers. With
this sufficient liquidity, overnight interbank rates remained stable within a narrow
range around 4% by early April.

Looking ahead, should the Fed implement its projected rate cut cycle, we
anticipate increased room for the SBV to further ease monetary policy. If the Fed
cuts rates two to three times this year, the SBV could consider lowering its OMO
rates from the current 4% p.a. level, and in a more pronounced easing stance,
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reduce key policy rates by 25bps in 3Q25 to stimulate credit growth and support
the GDP growth target.

Figure 32: ON interbank rate moderated following SBV’s initiatives  Figure 33: Vietnam’s Government bond yield slightly rose in the new
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Figure 34: Deposit interest rates continued downward momentum by  Figure 35: Many banks reduced their 12-month term deposit rates to
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Appendix
Figure 36: Key macro forecasts in 2025
Indicator Unit 2018 2019 2020 201 2022 2023 2024 2025F
MNominal GDP USDbn 310 337 347 367 414 434 475 515
Real GDP growth % YoY 7.5 74 29 26 8.5 51 [A 7.3
GDP per capita UsD 3.251 3.465 3.552 3.724 4,166 4,324 4,701 5.063
Export growth % YoY 13.3 84 6.9 18.9 10.6 4.6 14.3 11.3
Import growth % YoY 11.8 6.9 37 26.7 8.0 -9.2 16.4 125
Trade balance USDbn 6.9 10.9 18.9 33 12.3 264 257 241
FDI (implemented) USDbn 191 204 20.0 19.7 224 232 254 275
Current account balance USDbn 58 12.2 15.1 (7.2) (1.1) 258 214 18.7
Current account to GDP % of GDP 19 36 43 -2.0 -0.3 6.0 45 36
FX reserves USDbn 55 78 95 109 88 93 84 95
FX to GDP % of GDP 17.8 233 274 29.8 21.2 215 17.7 184
Import coverage months 238 37 43 39 29 34 27 27
CPI (YoY; year-end) % YoY 31 5.2 0.2 1.8 44 36 29 34
CPI (period average) % YoY 35 2.8 3.2 1.8 3.2 3.3 36 3.2
Credit growth % Yoy 13.9 13.6 12.2 136 14.2 138 151 15-16
Credit to GDP % of GDP 102.9 106.3 114.3 1231 123.9 1315 135.6 1414
M2 growth % YoY 124 14.8 147 10.7 6.2 125 12.3 1314
Refinancing rate % 6.25 6.00 4.00 4.00 6.00 4.50 4.50 4.25
12M deposite interest rate (year-end) % 6.9 7.0 56 56 7.8 49 4.9 4850
Government bond 10 (year-end) % 51 34 24 21 4.8 22 3.0 29
Exchange rate (interbank, year-end) USDAVND 23175 23173 23,098 22,826 23,633 24,267 25,485 25,700
Fiscal balance % of GDP 22 29 29 34 36 39 3.0 38
Public debt % of GDP 46 43 44 43 7 36 36 37

Source: VNDIRECT RESEARCH, NSO, SBV, MOF
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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.

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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Email: hinh.dinh@vndirect.com.vn
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