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 Vietnam’s economy has passed its trough, staging a modest 

recovery with stronger-than-expected growth of 5.3% in 3Q 

 But upside risks to inflation have resurfaced, prompting us to 

upgrade our 2023 average inflation forecast to 3.4% 

 We keep our 2023 growth forecast at 5.0%, but now expect 

the SBV to hold its policy rate steady at 4.50% until end-2024 

Green shoots in trade 

After a challenging 1H, Vietnam’s economy recovered at a stronger-than-expected 

pace of 5.3% in 3Q. This is largely thanks to some reprieve in the trade sector, with 

September marking the first month of y-o-y growth in its exports. In particular, China’s 

surging demand for agricultural products has put a floor under Vietnam’s exports, 

though it is unable to reverse the still-sluggish demand from the US and the EU. In 

addition to manufacturing, Vietnam’s booming tourism sector remains the bedrock of 

its services, prompting the government to raise its annual tourism target. That said, 

Vietnam also faces rising competition from regional peers. 

Inflation: a double whammy 

While growth has delivered some good news, inflation risks have re-emerged. Inflation 

momentum has ticked up fast for two months, pushing the y-o-y inflation rate closer 

to the State Bank of Vietnam’s (SBV) 4.5% ceiling. The upward pressures are from a 

recent rally in the oil and rice markets, which constitute a large part of Vietnam’s CPI 

basket. While we do not expect average inflation to breach the 4.5% ceiling, elevated 

inflation has nonetheless changed our view of the SBV’s next likely move. 

New forecasts 

While we maintain our 2023 growth forecast at 5.0%, we are raising our forecast of 

average inflation to 3.4%, from 3.2%. Given an ongoing recovery, rising inflation, and 

resumed FX risks, we believe conditions no longer warrant our earlier call of a final 

50bp rate cut. In other words, we now expect the SBV to hold its policy rate steady at 

4.50% throughout 2024, barring any major external shocks (see Table 3). 

 

Table 1. Summary of key recent economic indicators 

 Jul 23 Aug 23 Sep 23 

PMI 48.7 50.5 49.7 
Exports (% y-o-y) -2.2 -6.5 4.6 
Imports (% y-o-y) -11.6 -5.8 2.6 
CPI (% y-o-y) 2.1 3.0 3.7 
Manufacturing IP (% y-o-y) -16.9 -14.1 -12.1 

Source: CEIC, S&P Global, HSBC 
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After the trough 

After a tough 1H, Vietnam’s economy is seeing light at the end of the tunnel. Its growth ended 

3Q on a decent footing at 5.3% (Table 2), overshooting market expectations (HSBC: 4.8%; 

Bloomberg: 5.0%; Prior: 4.1%). While challenges remain, Vietnam appears to be on track for a 

robust recovery. Nonetheless, inflation risks warrant a close watch. 

The biggest surprise to us is the rebound in Vietnam’s manufacturing sector. While it is still too 

early, in our view, to call a material recovery in the global trade cycle, Vietnam’s trade sector has 

had a much-needed reprieve recently. Although due in part to base effects, exports saw their 

first growth in more than six months, reducing the severity of export falls from the double-digits 

in 1H to less than 2% y-o-y in 3Q. While export weakness remains largely broad-based, decent 

growth in both computer and agriculture shipments offsets some risks. 
 
The trend is also reflected in Vietnam’s shipments to major trading partners. While exports to 

the US (30% share) and the EU (15% share) have yet to see a turnaround, they have halted 

further deterioration (Chart 1). Meanwhile, Vietnam’s exports to China (15% share) saw double-

digit growth sequentially, largely thanks to its impressive growth in agriculture products. 

Although China accounts for only 15% of Vietnam’s total exports, more than 20% of the latter’s 

agricultural exports are shipped to the former, ranging from fruits and rice to cashew nuts and 

coffee. In particular, China’s demand for tropical fruits, including durian, dragon fruit and jackfruit, 

has gathered pace in the past two years, with Vietnam as the main beneficiary along with 

Thailand. Meanwhile, recent rally in the global rice market, proxied by Thailand’s benchmark 

rice price, jumped by a striking pace of 40% y-o-y lately, pushing up Vietnam’s rice exports. That 

said, an impressive performance in agriculture exports has been unable to reverse the 

broad weakness in Vietnam’s trade – its export share remains small, at only 10%. 

Table 2. Vietnam’s GDP profile 

 

Source:  CEIC, HSBC 

 

4Q22 1Q23 2Q23 3Q23 4Q22 1Q23 2Q23 3Q23

GDP 5.9 3.3 4.1 5.3 5.9 3.3 4.1 5.3

Agriculture, Forestry and Fishery 3.9 2.9 3.7 3.7 0.5 0.3 0.4 0.4

Agriculture 3.6 2.9 3.7 3.7 0.3 0.2 0.3 0.3

Forestry 7.0 3.7 3.3 2.5 0.0 0.0 0.0 0.0

Fishery 4.2 2.9 3.7 3.9 0.1 0.1 0.1 0.1

Industry & Construction 4.2 -0.4 2.1 5.2 1.6 -0.1 0.8 1.9

Industry 3.6 -0.7 0.9 4.6 1.1 -0.2 0.3 1.4

Industry: Mining and Quarrying 7.9 -4.1 0.8 -6.0 0.2 -0.1 0.0 -0.2

Industry: Manufacturing 3.0 -0.5 0.6 5.6 0.7 -0.1 0.1 1.3

Industry: Electricity and Gas 4.5 -0.2 2.6 6.0 0.1 0.0 0.1 0.2

Industry: Water Supply, Waste Management 8.2 4.7 6.6 2.9 0.0 0.0 0.0 0.0

Construction 6.7 1.9 7.7 8.0 0.5 0.1 0.5 0.5

Services 8.1 6.6 6.2 6.2 3.4 2.8 2.7 2.7

Wholesale, Retail Sales & Motor Vehicles 6.8 8.0 8.0 8.2 0.6 0.8 0.7 0.7

Transportation & Storage 6.9 6.7 9.6 9.7 0.3 0.4 0.5 0.5

Accommodation & Food Service Activities 37.6 22.9 8.8 8.7 0.7 0.5 0.2 0.2

Information & Communication 7.6 1.3 3.9 2.8 0.4 0.1 0.2 0.2

Financial, Banking & Insurance Activities 8.5 7.8 6.1 6.8 0.5 0.4 0.3 0.4

Real Estate Activities 4.4 -0.7 -1.1 -1.0 0.2 0.0 0.0 0.0

Professional, Scientific & Tech Activities 6.1 6.7 5.8 6.4 0.2 0.2 0.2 0.2

Administrative & Support Service 38.3 16.8 11.0 9.5 0.4 0.2 0.2 0.1

Party, Public Administration, Organization 4.8 4.4 5.4 6.6 0.1 0.1 0.1 0.1

Education & Training 6.2 3.9 4.6 4.5 0.2 0.1 0.1 0.1

Human Health & Social Work Activities -18.5 -0.9 1.6 2.8 -0.3 0.0 0.0 0.0

Arts, Entertainment & Recreation 20.9 12.7 9.7 11.7 0.1 0.1 0.1 0.1

Other Service Activities 23.6 11.5 9.7 10.6 0.1 0.1 0.1 0.1

Households Activities 4.8 4.2 4.8 5.4 0.0 0.0 0.0 0.0

Product Tax Excluding Product Subsidy / Implied errors & omission 5.3 2.6 2.3 3.6 0.4 0.3 0.2 0.3

% y-o-y Contribution to GDP, ppt
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Despite near-term cyclical challenges to trade, Vietnam’s long-term FDI prospects appear intact. 

While FDI has come off its 2017 peak due in part to tighter global monetary conditions, the 

country remains an outperformer in ASEAN in terms of attracting FDI, second only to Malaysia 

(Chart 2). Its manufacturing sector accounts for the bulk of FDI, providing hopes that it can climb 

up the value chain, paving the way for a robust rebound when the trade tide turns. New FDI 

continues to pour into the manufacturing space, this year already exceeding the total in each of 

the past three years. 

Tech supply chain relocation remained in focus during President Biden’s visit to Vietnam in 

September as the two countries elevated their relationship to a comprehensive strategic partnership. 

President Biden announced that US tech companies, including Amkor and Marvell, plan to invest 

in Vietnam, but not only the US is investing there – a few weeks later, South Korea’s Hana Micron 

joined in by announcing an expansion of its chip production with a USD1bn investment by 2025. 

Outside of manufacturing, services remain the bedrock of Vietnam’s growth. At first glance, the 

sectors that have enjoyed close to 10% y-o-y growth are all tourism-related. Broadly speaking, 

ASEAN has seen a return of tourists to around 60-80% of 2019’s levels, with Vietnam’s recovery 

pace approaching 70% in September (Chart 3). Despite some monthly volatility in tourism data, 

Vietnam has welcomed 8.9m tourists as of September, prompting authorities to upgrade its full-

year target to 13m, from 8m earlier. Given the upcoming winter season in the northern hemisphere 

and the recent visa relaxations, Vietnam looks to be on track to see a continued tourism boom. 

However, it’s a mixed picture. Tourists from Korea and the US have almost fully returned, but 

European tourists only recovered to 70% of 2019’s level. While the recovery of Chinese visitor 

numbers dropped from 44% in August to only 29% in September, likely reflecting monthly data 

   
Chart 1. Exports to the US and the EU 
remain in the doldrums 

 Chart 2. But Vietnam’s FDI attraction 
remains intact, outpacing peers 

 

 

 

 
Source: CEIC, HSBC 

 NB: FDI approvals/applications/flow, 4qma 
Source: CEIC, HSBC 

   

   

Chart 3. ASEAN has largely seen tourists’ 
return to 60-80% of 2019’s levels 

 Chart 4. Singapore leads the region to lure 
Chinese visitors 

 

 

 

NB: Latest = Sep (VN), May (MA) and Aug for the rest 
Source: CEIC, HSBC 

 NB: Latest = Sep (VN), May (MA) and Aug for the rest 
Source: CEIC, HSBC 
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volatility, it lags behind regional peers like Singapore (54%) and Malaysia (47%). While Thailand 

has also seen subdued Chinese tourist inflows, it has announced a five-month visa exemption 

from late September. It has immediately born fruits: travel bookings to Thailand jumped by a 

shocking rate of 6000%, according to Ctrip data, though the recent shooting incident raises 

questions on the sustainability of the recovery. While Vietnam remains one of the frontrunners 

in the region to push for direct flight restorations with China (52%), competition over attracting 

its biggest source of tourism has obviously intensified. 

While growth saw some good news, risks have emerged on the inflation front. While September 

inflation was contained at 3.7%, below the SBV’s 4.5% ceiling, sequential growth raises concerns 

(Chart 5). For one, food prices had risen around 3% m-o-m for two straight months, pushing y-o-y 

inflation to overshoot 10%. While Vietnam’s trade benefits from higher rice prices, international 

prices have pushed up the local prices of staple goods. Meanwhile, Vietnam is sensitive to the 

global oil market’s recent volatility. Not only have transport costs ceased to decline on a y-o-y 

basis for the first time in a year, but domestic gas prices have seen sizeable increases. While we 

do not expect recent developments to push average inflation beyond the SBV’s 4.5% ceiling, the 

double whammy poses significant upside risks. We have tweaked our quarterly inflation forecasts 

and raised our forecast of average inflation slightly to 3.4% (prev: 3.2%) for 2023 (see Table 3). 

Therefore, we no longer expect the SBV to cut rates this year. The conditions that previously 

warranted another 50bp rate cut have dissipated, in our view: the recovery is under way while 

inflation and FX pressures are rising. We expect the SBV to hold its policy rate steady at 4.5% 

until end-2024, barring any external shocks. That said, we also do not expect a repeat of what 

happened last October, when a rally in USD-VND propelled the SBV to hike aggressively. This 

is because VND’s fundamentals have improved. For example, its current account surplus has 

almost returned to its previous peak of close to 5% of GDP, on a rolling basis, thanks to a robust 

trade surplus, strong remittances, and rising tourism receipts (Chart 6). 

All in all, Vietnam’s economy has seen some much-needed green shoots, particularly in its trade 

and tourism sectors. We maintain our 2023 growth forecast at 5.0%, expecting a strengthening 

rebound in 4Q. However, inflation risks have resurfaced. Alongside the strength in USD-VND, 

we are thus removing our earlier call of a last 50bp rate cut. 

   
Chart 5. Inflation momentum has picked 
up quickly, posing upside risks 

 Chart 6. 2Q current account saw an upside 
surprise, thanks to higher remittances 

 

 

 

Source: CEIC, HSBC  Source: CEIC, HSBC 

   

 
Table 3. HSBC new forecasts 

 

Source: CEIC, HSBC forecasts 

 

-2

-1

0

1

2

3

4

5

6

7

-2

-1

0

1

2

3

4

5

6

7

Jan 18 Jan 19 Jan 20 Jan 21 Jan 22 Jan 23

Food Transport
Housing & construction Other
Health Headline CPI (RHS)

target

contributions to CPI, ppt %  y-o-y

-15

-10

-5

0

5

10

-15

-10

-5

0

5

10

15

1Q14 1Q15 1Q16 1Q17 1Q18 1Q19 1Q20 1Q21 1Q22 1Q23

Goods Balance Services Balance
Primary Income Secondary Income
CA as % of GDP (RHS)

USDbn rolling 4Q avg. %  rolling 4Q avg.



 

5 

Free to View ● Economics - Vietnam 
5 October 2023 

Disclosure appendix 

Analyst Certification 

The following analyst(s), economist(s), or strategist(s) who is(are) primarily responsible for this report, including any analyst(s) 

whose name(s) appear(s) as author of an individual section or sections of the report and any analyst(s) named as the covering 

analyst(s) of a subsidiary company in a sum-of-the-parts valuation certifies(y) that the opinion(s) on the subject security(ies) or 

issuer(s), any views or forecasts expressed in the section(s) of which such individual(s) is(are) named as author(s), and any other 

views or forecasts expressed herein, including any views expressed on the back page of the research report, accurately reflect 

their personal view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific 

recommendation(s) or views contained in this research report: Yun Liu and Jun Takazawa 

Important disclosures 

This document has been prepared and is being distributed by the Research Department of HSBC and is intended solely for the 

clients of HSBC and is not for publication to other persons, whether through the press or by other means.  

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to 

buy the securities or other investment products mentioned in it and/or to participate in any trading strategy.  Advice in this document 

is general and should not be construed as personal advice, given it has been prepared without taking account of the objectives, 

financial situation or needs of any particular investor.  Accordingly, investors should, before acting on the advice, consider the 

appropriateness of the advice, having regard to their objectives, financial situation and needs. If necessary, seek professional 

investment and tax advice.  

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may 

not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the 

investment products mentioned in this document and take into account their specific investment objectives, financial situation or 

particular needs before making a commitment to purchase investment products.   

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor 

may get back less than originally invested.  Certain high-volatility investments can be subject to sudden and large falls in value 

that could equal or exceed the amount invested.  Value and income from investment products may be adversely affected by 

exchange rates, interest rates, or other factors.  Past performance of a particular investment product is not indicative of future 

results. 

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments, both equity and debt 

(including derivatives) of companies covered in HSBC Research on a principal or agency basis or act as a market maker or 

liquidity provider in the securities/instruments mentioned in this report. 

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment banking, 

sales & trading, and principal trading revenues.  

Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that company 

available at www.hsbcnet.com/research. HSBC Private Banking clients should contact their Relationship Manager for queries 

regarding other research reports. In order to find out more about the proprietary models used to produce this report, please contact 

the authoring analyst. 

https://www.hsbcnet.com/research


 

 

Free to View ● Economics - Vietnam 
5 October 2023 

6 

Additional disclosures 

1 This report is dated as at 05 October 2023. 

2 All market data included in this report are dated as at close 04 October 2023, unless a different date and/or a specific time 

of day is indicated in the report. 

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of 

Research operate and have a management reporting line independent of HSBC's Investment Banking business. 

Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses 

to ensure that any confidential and/or price sensitive information is handled in an appropriate manner. 

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest 

payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 

and/or (iii) measuring the performance of a financial instrument or of an investment fund. 
 



 

7 

Free to View ● Economics - Vietnam 
5 October 2023 

Disclaimer 
 Issuer of report 

The Hongkong and Shanghai Banking Corporation 

Limited 

. 

This document has been issued by The Hongkong and Shanghai Banking Corporation Limited, which has based this document on information obtained from sources it believes to be reliable but 

which it has not independently verified.  Neither The Hongkong and Shanghai Banking Corporation Limited nor any member of its group companies (“HSBC”) make any guarantee, representation 

or warranty nor accept any responsibility or liability as to the accuracy or completeness of this document and is not responsible for errors of transmission of factual or analytical data, nor is HSBC 

liable for damages arising out of any person’s reliance on this information. The information and opinions contained within the report are based upon publicly available information at the time of 

publication, represent the present judgment of HSBC and are subject to change without notice. 

This document is not and should not be construed as an offer to sell or solicitation of an offer to purchase or subscribe for any investment or other investment products mentioned in it and/or to 

participate in any trading strategy. It does not constitute a prospectus or other offering document. Information in this document is general and should not be construed as personal advice, given it 

has been prepared without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on it, consider the appropriateness 

of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional investment and tax advice.  

The decision and responsibility on whether or not to purchase, subscribe or sell (as applicable) must be taken by the investor. In no event will any member of the HSBC group be liable to the 

recipient for any direct or indirect or any other damages of any kind arising from or in connection with reliance on any information and materials herein. 

Past performance is not necessarily a guide to future performance. The value of any investment or income may go down as well as up and you may not get back the full amount invested. Where 

an investment is denominated in a currency other than the local currency of the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price or 

income of that investment. In case of investments for which there is no recognised market it may be difficult for investors to sell their investments or to obtain reliable information about its value or 

the extent of the risk to which it is exposed. Some of the statements contained in this document may be considered forward looking statements which provide current expectations or forecasts of 

future events. Such forward looking statements are not guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from those described in 

such forward-looking statements as a result of various factors. 

This document is for information purposes only and may not be redistributed or passed on, directly or indirectly, to any other person, in whole or in part, for any purpose. The distribution of this 

document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions. By accepting 

this report, you agree to be bound by the foregoing instructions. If this report is received by a customer of an affiliate of HSBC, its provision to the recipient is subject to the terms of business in 

place between the recipient and such affiliate. The document is intended to be distributed in its entirety. Unless governing law permits otherwise, you must contact a HSBC Group member in your 

home jurisdiction if you wish to use HSBC Group services in effecting a transaction in any investment mentioned in this document.  

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may not be suitable for all types of investors. Investors should consult 

with their HSBC representative regarding the suitability of the investment products mentioned in this document. 

HSBC and/or its officers, directors and employees may have positions in any securities in companies mentioned in this document. HSBC may act as market maker or may have assumed an 

underwriting commitment in the securities of companies discussed in this document (or in related investments), may sell or buy securities and may also perform or seek to perform investment 

banking or underwriting services for or relating to those companies and may also be represented on the supervisory board or any other committee of those companies.  

From time to time research analysts conduct site visits of covered issuers.  HSBC policies prohibit research analysts from accepting payment or reimbursement for travel expenses from the issuer 

for such visits.   

The Hongkong and Shanghai Banking Corporation Limited is regulated by the Hong Kong Monetary Authority. 

© Copyright 2023, The Hongkong and Shanghai Banking Corporation Limited, ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, 

on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of insert issuing entity name. MCI (P) 027/10/2022, MCI (P) 

017/01/2023, MCI (P) 061/09/2023 

   
[1221595] 


	After the trough
	Disclosure appendix
	Analyst Certification
	Important disclosures
	Additional disclosures

	Disclaimer

