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Vietnam: Contemplating Bottoms  

 

 Given the dire growth situation in Vietnam which necessitate both expansionary monetary and fiscal 

policy in the form of rate cuts by the SBV and VAT cuts by the MOF, the inevitable focus is in looking 

for signs of a turnaround in the second half of this year. The upshot is that activity may have bottomed 

in some sectors but a committed turnaround is not yet in view. 

 

 Specifically, July industrial production’s 3.7% YoY (3.9% MoM) is a welcomed departure from the 

contraction in previous months. A broad swathe of sectors experienced sequential growth ranging from 

more labour intensive sectors of footwear and apparel to higher value added sectors such as electronics. 

While manufacturing PMI’s remain in contractionary territory, July’s improvement also bodes well.   
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Exports and Imports Growth (YoY %): Export 
revenues are recovering from the depths in early-

2023.   
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 The improved industrial activity was also reflected by an increase in July’s export revenue which was 

driven by the foreign invested sectors. Nonetheless, these revenues are still off last year’s highs and 

substantial inventory accumulation will hold back the pace of recovery. 

 

 On the services front, July’s tourist arrivals have expanded 6.5% MoM to reach above 1 million 

monthly arrivals representing 79% of 2019 July levels. Taken together with the mild manufacturing 

improvements, labour markets ought to have stayed buoyant. 

  

 Furthermore, the activity uptick has incipient passthrough onto underlying price pressures. Headline 

inflation edged higher to 2.1% for July (from 2.0% in June) as the drag from fuel prices turn smaller. 

Tourism activity exerted upward price pressures on a wide range of categories from food products to 

cost of eating out as well as entertainment to tourism services. The dis-inflation process will slow in 

the coming months as the services sector underpin recovery. 

 

 Looking ahead, El-Nino’s direct impact on agricultural yields and indirect impact from global policy 

reactions such as India’s rice export ban which also adversely affects farm feeds continues to be an on-

going upside risk to inflation.  

 

 What’s more, drier climates will bring back the threat of low water levels at reservoirs and crimp 

output of hydropower plants with consequent undesirable restraints on industries which are attempting 

their recovery out of bottoms.   

 

 All in, while growth may have bottomed in H1 2023, a recovery which allows official GDP growth targets 

of 6.5% to be hit is still off the cards. 
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