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GROWTH CONTINUED TO MODERATE, INFLATION PEAKED, 
AND THE SBV RAISED ITS REFINANCING RATE 

• The impact of the recent global market turmoil on Vietnam has been 
limited, so far. Q3 GDP growth picked up to 6.1% y/y, but remained 
below trend. Growth softened in industry, but quickened in other sectors. 

• CPI inflation fell to 22.4% y/y in September from a peak of 23.0% in 
August, in line with our expectations. Inflation momentum eased for the 
third straight month.  

• The State Bank of Vietnam (SBV) surprised the market and ANZ by 
raising its refinancing rate by 100bps to 15.00%, effective 10 October. 
We think the move was reasonable and will help fight inflation. 

• VND outperformed all other AXJ currencies and remained stable against 
USD in September. However, depreciation pressures have increased.  

 

FEATURED CHARTS OF THE MONTH  
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Vietnam - Contribution to real GDP growth
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REAL ACTIVITY: Q3 GDP GROWTH PICKED UP, BUT REMAINED BELOW TREND 

• Real GDP in Q3 climbed 6.1% y/y from 5.7% in Q2, but remained below the long-term average 
of 6.8%.  

• Industry growth softened to 7.3% y/y from 8.2% in Q2, as manufacturing growth declined. Other 
sectoral growth quickened with the service sector having contributed the most to real output growth. 
Growth across all sectors was below their respective long-term average.   

• In nominal terms, Q3 GDP growth eased to 25.8% y/y. Both primary and secondary sector growth 
decelerated, while growth in the service sector accelerated. The implied GDP deflator eased to 19.7% in 
Q3, from 21.9% in Q2.  
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Vietnam - Contribution to real GDP growth
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SECONDARY SECTOR: MANUFACTURING SOFTENED, CONSTRUCTION WAS UP 

• Secondary sector (industry and construction) growth eased to 6.8% y/y in Q3 from 7.4% in Q2. The 
sector contributed 3.0ppts to overall Q3 GDP growth.  

• The industry sub-sector grew 7.3% y/y in Q3, compared with 8.2% in Q2, due to a deceleration in 
manufacturing activity to 7.1% from 9.1% in Q2. Meanwhile, real growth in mining and quarrying, and 
electricity, gas and water production picked up.   

• Q3 construction output climbed 5.0%, up from 4.2% in Q2 — the first increase in the last five 
quarters. However, construction remained well below its growth trend of 8.4%.     
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Vietnam - Industry Sub-sector Growth 
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INDUSTRIAL PRODUCTION: Q3 GROWTH EASED Y/Y, BUT MOMENTUM PICKED UP IN SEPTEMBER 

• The industrial production index (IPI) 1  grew 6.4% y/y in Q3, slightly down from 6.9% in Q2. 
Manufacturing IPI growth eased, while mining and quarrying IPI fell 1.5%. 

• However, the IPI surged 11.4% y/y in September, up from 6.3% in August. Its growth momentum also 
picked up to 7.4% after having fallen in the previous two months. Momentum improved in the mining 
and quarrying and manufacturing sectors, but declined in electricity, water and gas production. 

• In terms of quantity, output of most major products fell in Q3. Growth momentum for garment 
production moved down, but was up for other products.    
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Vietnam - Industrial Production Index 
by Sub-sector (y/y)
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Vietnam - Industrial Production -Mining and 
Quarrying (3m/3m, saar)

-50

0

50

100

150

200

Sep
08

Dec
08

Mar
09

Jun
09

Sep
09

Dec
09

Mar
10

Jun
10

Sep
10

Dec
10

Mar
11

Jun
11

Sep
11

Coal Crude Oil  

Vietnam - Industrial Production- Manufacturing 
(y/y, 3mma)

-40

-20

0

20

40

60

80

100

Sep
08

Dec
08

Mar
09

Jun
09

Sep
09

Dec
09

Mar
10

Jun
10

Sep
10

Dec
10

Mar
11

Jun
11

Sep
11

Chemical Fertilisers Garments Steel
 

Vietnam - Industrial Production- Manufacturing 
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1 The industrial production index (IPI) is a new series that uses a 2005-based product sample, while  
the industrial production output series used in GDP accounting uses a 1994-based product sample.  
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PRIMARY AND TERTIARY SECTORS: GROWTH PICKED UP ACROSS THE BOARD 

• Primary sector output climbed 3.2% y/y in Q3, up from 2.2% in Q2, and contributed 0.5ppt to total 
GDP growth. Growth increased in all of its sub-sectors.  

• Meanwhile, the tertiary (services) sector grew 6.5%, compared with 6.0% in the previous quarter. 
Growth increased in all major industries, bar real estate and renting where growth was flat. 

• Inbound visitor arrivals increased by 10.2% y/y in Q3, down from 25.5% in Q2. Total visitor arrivals 
stood at 11.7m. The number of visitor arrivals for business purposes fell 12.1%, down from a 3.3% 
gain in the previous quarter. 
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STATE INVESTMENT AND BUDGET: INVESTMENT INCREASED, BUT THE BUDGET DEFICIT WAS FLAT 

• State investment surged 24.4% y/y in Q3, compared with a 5.7% decline in Q2. Both central and local 
government investment spending accelerated by 27.6% and 23.3%, respectively.   

• Investment spending by the Ministry of Agriculture and Rural Development was scaled back, while that of 
other ministries increased. 

• The government’s budget deficit as a percentage of GDP remained unchanged at 2.6% in Q3. Both 
expenditure and revenue fell further in Q3 to 24.4% and 21.8% of GDP, respectively. We would note 
that the budget deficit usually increases significantly in Q4. The government aims to keep the 2011 
budget deficit below 5.0% of GDP, from 5.6% in 2010. 
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Vietnam - State Investment by Ministry 
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Vietnam - Government Expenditure by Purpose*
 (% total expenditure)
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Sources: CEIC, Bloomberg, ANZ Research 
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INVESTMENT: MANUFACTURING HAS ATTRACTED THE LARGEST FDI INFLOWS SO FAR IN 2011 

• Registered FDI inflows increased 9.6% y/y in Q3, compared with a 60.5% decrease in Q2. Q3 registered 
FDI totalled $3.8bn, up from $2.4bn in Q2. Meanwhile, disbursed FDI fell for the third quarter in Q3, by 
5.7% y/y, and totalled $2.5bn.  

• So far this year, 60% of total registered FDI flowed into manufacturing industries, a big rise from 29% in 
2010. Meanwhile, real estate and renting businesses attracted negligible inflows, contrasting starkly with 
its record of 40% of total FDI last year.  

• Hong Kong is Vietnam’s largest foreign investor so far this year, accounting for 34.0% of total registered 
inflows, followed by Singapore at 16.8%. 

• Vietnam recorded net foreign equity outflows for the second month in September as the global market 
turmoil continued. The net outflow was $32.4m in Q3, compared with Q2’s net inflow of $81.9m. The VN 
Index increased slightly from the end of Q2, and the total market value increased. 
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Vietnam - Registered FDI by Industry 
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Vietnam - Registered FDI Inflows by Country 
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Vietnam - Foreign Equity Inflows and Securities 
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CONSUMPTION: REAL RETAIL SALES FELL IN Q3 BUT IMPROVED SLIGHTLY IN SEPTEMBER 

• Nominal retail sales growth increased marginally to 20.7% y/y in Q3 from 20.1% in Q2. However, in 
real (CPI adjusted) terms, retail sales growth fell 2.1% in the quarter, compared with a 1.6% gain in 
Q2. In September, real sales decreased 0.1% y/y, compared with a 3.9% decline in August.  

• On a momentum basis, sales growth stayed negative, but improved slightly from Q2. Momentum 
increased across the board, bar services and tourism sales.    

• Vehicle sales climbed 3.1% y/y in Q3, compared with a 14.9% contraction in Q2. Local media has 
reported an increase in sales of domestically-assembled cars and decrease in sales of foreign cars in 
recent months as a result of tightened import control measures on cars. 
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Vietnam - Domestic Real Retail Sales by Sector
(y/y, 3mma)
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Vietnam - Real Retail Sales by Industry 
(y/y, 3mma)
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Vietnam - Real Retail Sales by Industry 
(3m/3m, saar)
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Vietnam - Vehicle Sales 
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FOREIGN TRADE: THE TRADE DEFICIT WIDENED AGAIN IN SEPTEMBER 

• Q3 export growth edged up to 41.5% y/y, as growth in the foreign invested sector increased. Import 
growth also increased marginally to 27.9% from 26.4% in the previous quarter. On a momentum basis, 
export growth remained flat, while import growth climbed. 

• The trade deficit narrowed significantly in Q3 to $293m from $3.1bn in the previous quarter due to a 
surge in gold exports in July (see chart next page). However, the trade deficit widened in September to 
its long-term average of $1bn, from $396m in August, as gold and crude oil exports subsided.  

• The domestic sector deficit narrowed to $2.4bn in Q3 from $4.1bn in Q2, mostly due to gold exports, 
while the foreign invested sector delivered a surplus of $2.1bn, up from $1.0bn in Q2, due to oil exports. 

• The terms of trade worsened slightly in Q3, as the export price index (EPI) increased at a slower pace 
(19.2% q/q) than the import price index (IPI, 20.7%).   
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EXPORTS: Q3 GROWTH REMAINED SOLID, LED BY CRUDE OIL  

• For Q3 as a whole, exports surged 41.5% y/y, from 28.8% in Q2. Growth momentum remained 
elevated in September at 64.0% 3m/3m, saar, suggesting robust export growth will continue.  

• Growth remained solid as crude oil exports more than doubled from Q3 last year. Both rice and 
electronics export growth picked up from the previous quarter, while others stayed largely unchanged.    

• By destination, growth of exports to other ASEAN countries continued to accelerate, while that to the US 
has recently decreased. Exports to the EU and China stayed strong.  

• The export price index (EPI) surged 36.2% y/y in Q3, up from 14.0% in Q2, led by the manufacturing 
material EPI which accelerated 58.5%.  
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IMPORTS: Q3 GROWTH PICKED UP, LED BY PETROLEUM 

• Import growth picked up to 27.9% y/y in Q3 from 26.4% in Q2. Growth in both the domestic and 
foreign invested sectors edged up. On a momentum basis, growth rebounded in September.  

• Petroleum imports continued to lead growth, rising 53.8% in Q3. Machinery and electronic import 
growth also climbed from Q2, while garment growth fell.  

• In terms of import origin, growth (y/y, 3mma) from Japan picked up, while that from Korea declined in 
August. Imports from China and ASEAN fell.  

• Import prices accelerated across the board in Q3 by 30.9% y/y, led by manufacturing materials.  
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PRICES: CPI INFLATION FELL FROM ITS PEAK IN SEPTEMBER 

• CPI inflation eased to 22.4% y/y in September from a peak of 23.0% in August, in line with our 
expectations. Q3 CPI climbed 2.9% q/q, down from 6.6% in Q2. On a momentum basis, CPI inflation fell 
for the third straight month to below the y/y number, suggesting headline inflation will continue to fall. 

• September inflation eased in most categories. Food and foodstuff and transportation prices rose 33.4% 
y/y and 20.1%, respectively, down from 34.1% and 21.5% in August. Meanwhile, non-food/fuel (core) 
inflation also softened to 10.7% from 10.9% in the previous month. 

• Onshore gold price inflation did not fall to the same extent as global prices in September, resulting in a 
large gap between onshore and offshore prices of about $100/ounce. The SBV recently allowed more 
gold imports and offshore gold trading accounts for some banks, which helped to narrow the gap slightly. 

• PPI inflation increased in Q3. Agricultural, manufacturing and mining PPIs climbed 31.8% y/y, 15.1% 
and 24.1%, respectively, compared with 24.8%, 12.1% and 22.9% in Q2. However, q/q producer 
inflation dropped, suggesting lower pressures on consumer price inflation in the next quarter. 
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Vietnam - Inflation and Global Commodity Prices
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Vietnam - Onshore Gold Price Index (GPI)
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Vietnam- Producer Price Indices
(q/q)

-5

0

5

10

15

20

25

Mar
05

Sep
05

Mar
06

Sep
06

Mar
07

Sep
07

Mar
08

Sep
08

Mar
09

Sep
09

Mar
10

Sep
10

Mar
11

Sep
11

-20

-10

0

10

20

30

40

Mining Manufacturing Agriculture (RHS)
 

Sources: CEIC, Bloomberg, ANZ Research 



ANZ Vietnam Quarterly Chartbook / 17 October 2011 / 13 of 17 

 

 

 

 

 

 

 

 

MONEY AND CREDIT: M2 GROWTH MOMENTUM PICKED UP IN Q3 

• Credit growth continued to slow to an estimated 20.1% y/y as of 23 Sep, from 28.3% in end-June. 
Credit growth momentum (q/q, saar) also fell in September.  

• Broad money (M2) growth declined to 16.0% y/y, as of 23 Sep, from 17.0% in end-June. However, M2 
growth momentum surged in Q3, suggesting that y/y growth will pick up.  

• The government revised its 2011 credit and broad money growth targets down to 15-17% and 12%, 
respectively, from 20% and 16% previously. We think this revision is consistent with the government’s 
target to reduce inflation to single-digit levels by the end of 2012.  
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Vietnam - Inflation, Money and Credit Growth 
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RATES: THE SBV RAISED ITS REFINANCING INTEREST RATE 

• The SBV surprised the market (and us), raising its refinancing rate by 100bps to 15.00%, effective 
10 October. This was unexpected given the central bank’s recent emphasis on reducing commercial 
lending interest rates. The 14.00% cap on deposit rates has been strictly imposed to achieve this.  

• Overnight interbank rates increased slightly in September, but remained below the policy rates. The 
amount of money lent via open market operations increased in the month, and the tenor was raised to 
14 days from 19 September. 

• VND government bond yields were relatively stable in Q3 at around 12.5%. Meanwhile, USD bond yields 
surged in the last two weeks as the global turbulence escalated (and risk aversion prevailed). The five-
year sovereign CDS spread over the US treasury also jumped to all-time highs. 

• ANZ Assessment: The refinancing rate hike will help reduce credit and money growth further and help 
fight inflation. The move makes sense for Vietnam: Inflation has peaked, but will remain in double-digits 
well into 2012. Meanwhile, growth has generally not been greatly affected by the ongoing global crisis 
due to weak financial linkages with G2 economies and limited portfolio inflows into the country. Thus, 
the biggest policy challenge for Vietnam remains inflation, not growth. 
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FOREIGN EXCHANGE: THE DONG OUTPERFORMED IN SEPTEMBER, BUT DEPRECIATING PRESSURES 
HAVE INCREASED 

• VND outperformed all other AXJ currencies in September: USD-VND stabilised, while most AXJ currencies 
weakened against the dollar (see front page chart).   

• However, market exchange rates continued to stay at the upper limit of the SBV’s allowed trading band, 
and VND depreciating pressures have increased due to rising USD demand to pay for gold imports.  

• The SBV has adjusted its reference exchange rate upward slightly. The interest rate for dollar deposits at 
the central bank was also cut by 5bps to 0.05%, effective 10 October, to make holding the dong relatively 
more attractive. 

• Implied NDF discounts have not moved much. Markets continue to expect the dong to depreciate in the 
next 12 months. Meanwhile, the dong’s real effective exchange rate (REER) appreciated by 3.2% y/y in 
August, in contrast with the nominal effective exchange rate’s (NEER) 13.3% depreciation, due to the 
inflation gap between Vietnam and its trading partners.  
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Singapore). ANZ is licensed in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a financial adviser’s 
licence under Section 23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters arising from, or in connection 
with the distribution of this document in Singapore, contact the ANZ Chief Economist, Asia. 
Taiwan. This document is distributed in Taiwan by the Taipei branch of ANZ, which is registered as a branch of a foreign bank and holds a 
securities investment consulting enterprise license issued by the Taiwan Financial Supervisory Commission. In Taiwan, this document may 
only be made available to ANZ customers who have requested or have consented to receive distribution of this document and who have 
entered into a securities investment consulting agreement with ANZ. 
Germany. This document is distributed in Germany by the Frankfurt Branch of ANZ solely for the information of its professional clients. 

Papua New Guinea. This document is issued by Australia and New Zealand Banking Group (PNG) Limited (Company Registration No. 1-
6419) (“ANZ PNG”). 

2. European Cross-Border Business. 
ANZBEL is authorised and regulated in the United Kingdom by the FSA, and has  “passport” rights to carry on certain cross-border activities in 
the other member states of the European Economic Area. ANZBEL and ANZ conduct cross-border business from their offices in the United 
Kingdom only with specified persons who would come within the FSA definition of “eligible counterparty” or “professional client” in other 
countries in Europe. This document is distributed in those countries solely for the information of such persons. It is not intended for, and must 
not be distributed to, any person there who would come within the FSA definition of “retail client”.  

Country specific information: 

France. This document is distributed in France by ANZBEL. 

Italy. This document is distributed in Italy in relation to investment business by ANZ solely upon the request of the Italian recipient. For credit 
business the document is distributed by ANZBEL. 

Netherlands. This document is distributed in the Netherlands by ANZ solely for execution only business or lending. 

Norway. This document is distributed in Norway by ANZ solely for the information of Norwegian licensed banks and financial institutions. 
Distribution to non-licensed professional Norwegian entities is undertaken by ANZBEL as broker. 

Belgium, Finland, Ireland, Iceland, Luxembourg and Switzerland. This document is distributed in Belgium, Finland, Ireland, Iceland, 
Luxembourg and Switzerland (as the case may be) by ANZ. 

Spain. This document is distributed in Spain by ANZ solely upon the request of the Spanish recipient. 

Sweden. This document is distributed in Sweden by ANZBEL or by ANZ solely upon the request of the Swedish recipient. 

  



 ANZ Vietnam Quarterly Chartbook / 17 October 2011 / 17 of 17 

 

 

 

 

 

 

 

IMPORTANT NOTICE 

 

3. Information relevant to all countries/regions. 
The distribution of this document may be restricted by law in certain jurisdictions. Persons who receive this document must inform themselves 
about and observe all relevant restrictions. 

This document is issued on the basis that it is only for the information of the particular person to whom it is provided. This document may not 
be reproduced, distributed or published by any recipient for any purpose. This document has been prepared for information purposes only and 
does not take into account the specific requirements, investment objectives or financial circumstances of any recipient. The recipient should 
seek independent financial, legal, tax and other relevant advice and should independently verify the accuracy of the information contained in 
this document.  

Under no circumstances is this document to be used or considered as an offer to sell, or a solicitation of an offer to buy, or a recommendation 
or advice to buy or sell or not to buy or sell any product, instrument or investment, to effect any transaction or to conclude any legal act of 
any kind whatsoever. If, despite the foregoing, any services or products referred to in this document are deemed to be offered in the 
jurisdiction in which this document is received, no such service or product is intended for nor available to persons resident in that jurisdiction 
if it would be contradictory to local law or regulation. Such local laws, regulations and other limitations always apply with non-exclusive 
jurisdiction of local courts. 

From time to time ANZ, ANZ NZ, ANZ S, ANZ Panin, ANZ VN, ANZ C, ANZBEL, ANZPNG (collectively, “ANZ Group”), its affiliated companies, or 
its respective associates and employees may have an interest in or deal in, or seek to have an interest in or deal in, financial products, 
instruments or other investments, directly or indirectly the subject of this document and may receive commissions or other remuneration in 
relation to the sale of such financial products, instruments or other investments. Such interests or dealings may directly or indirectly conflict 
with your interests. 

ANZ Group or its affiliated companies may perform services for, or solicit business from, any company which is the subject of this 
document. If you have been referred to ANZ Group or its affiliated companies by any person, that person may receive a benefit in respect of 
any transactions effected on your behalf, details of which will be available upon request. 

The information in this document has been obtained from, and any opinions in this document are based upon, sources believed reliable. Any 
views expressed in this document reflect the author’s personal views, including those about any securities and issuers referred to in this 
document. The author, however, makes no representation as to the accuracy or completeness of the information and the information should 
not be relied upon as such. All opinions and estimates in this document reflect the author’s judgement on the date of this document (unless 
otherwise specified) and are subject to change without notice. ANZ does not guarantee the performance of any of the products mentioned and 
ANZ Group, its affiliated companies, its respective directors, officers, and employees expressly disclaim any responsibility, and shall not be 
liable, for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort, 
including negligence), contract, equity or otherwise out of or in connection with the contents of and/or any omissions from this document, or 
your receipt or use of it, except where a Liability is made non-excludable by legislation.  

Any opinions, estimates, assumptions, forecasts and projections may or may not involve material elements of subjective judgement and 
analysis, and may or may not be achieved or prove to be correct. Forecasts and other projections are subject to significant uncertainties, 
contingencies and unanticipated events, most of which fall outside the control of ANZ Group and its affiliated companies. Differences between 
forecast and actual results are common and may be material, because events often occur otherwise than in accordance with projections. You 
should therefore conduct your own independent review, diligence, verification and analysis in respect of any opinions, estimates, assumptions, 
forecasts and projections, and not rely on those provided.   

If this document has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or 
error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore 
does not accept Liability for any errors or omissions in the contents of this document, which may arise as a result of electronic transmission. 

 

 


