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Vietnam GDP and CPI: Dismal Slowdown 

 Vietnam Q1 GDP growth printed at a dismal 3.3% YoY as manufacturing value-added contracted 

even on a year ago basis by 0.4% leaving the economy to fly on a solo services engine. This affirms 

our view that hitting official growth target will be a tough act especially in the absence of a critical 

player. 

 

 While we were cognisant of the impending slowdown in industrial output given reports of slowing 

orders and data showing clear build-up in inventory, the plunge is still a stark one which 

underscores the severity of the issue which necessitated the State Bank of Vietnam (SBV) to 

lower lending rates just two weeks ago. The need for credit flows to tide over tough times is apparent 

amid sinking external demand with goods exports down 11.9% YoY in Q1 2023. 

   

 Contributing 3.1%-pt of the 3.3% overall GDP growth, the services sector latched onto tourism 

recovery to manage a respectable 6.8% YoY growth driven by wholesale, retail sales, transportation 

and storage services, accommodation and food services and financial, banking and insurance activities. 
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GDP Growth Contribution (% point): Growth looks 
increasingly skewed towards a solo services driver as 

manufacturing engine's powers fade.
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Amid the persistent build-up of inventory, the slower 
manufacturing growth should not come as a surprise.

Inventory Index of Manufacturing: 2015p: YoY

Shipment Index of Manufacturing: 2015p: YoY
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Contribution to CPI Inflation: Amid favourable base effects, headline inflation 
plunged to 3.4% though core inflation remained at a stubborn 4.9%
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In contrast, real estate sector woes were laid bare as construction VA slowed to 2.0% YoY from 

6.7% in Q4.  

 

 On the price front, headline inflation slowing down to 3.4% is yet again little relief especially with 

core inflation being sticky at 4.9%. For one, it should be recognised that high base effects meant 

that a downshift for March’s print was par for the course.  

 

 Clearly, lower petrol and diesel prices played a significant role in lowering headline inflation with 

transport cost being a major drag of 0.5%-point. That said, on a sequential basis, we see government 

mandated effects of reversing early upward revision in education fees to continue playing out in 

the next few months. 

 

 Considering somewhat favourable base effects, the sight of core inflation being sticky at 4.9% is a 

dismal one. Given on-going tourism recovery, underlying services related price momentum on a 

sequential basis remains strong with cost of eating out continuing to increase as well as culture, 

entertainment and tourism prices also rising.   

 

 All in, while economic growth slows from the lofty high of 8.0% in 2022, the services engine along 

with necessary credit impulse into the manufacturing and construction sector will look to prevent a 

rough landing. In view of these downside growth risks and headline inflation that fortuitously 

declines below target, the SBV will remain tolerant of these sticky core inflationary pressures 

barring further unwanted acceleration.  
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