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Vietham Macroeconomic Commentary: January 2025

Vietnam’s economic statistics for January and February are always impacted by the timing of the Lunar New Year
holiday. This year, the holiday was in January (versus February in 2024), resulting in four fewer working days during
the month.

In January, industrial production growth in Vietnam was nearly flat year-on-year. There was also slowing export
and manufacturing momentum, a topic we have discussed in several of our recent monthly economics
commentaries. The S&P Global PMI fell from 49.8 in December 2024 to 48.9 in January 2025, driven by a
contraction in new orders and by an aggressive depletion of finished goods inventories; the “Stocks of Finished
Goods” sub-index of Vietnam Manufacturing PMI fell to a near record-low level of 44.5 in January.

In other words, factories are running down their inventories of finished products in response to both plunging
orders from foreign clients and in anticipation of slower export growth this year following unusually strong growth
in exports to the US last year. Exports to the US fell by 2% in January, after having surged by over 20% in 2024,
according to Vietnam’s General Statistics Office (GSO). Overall exports fell 4% in January, although this number is
also distorted by the timing of the holiday.

Unlike several countries, Vietham has NOT experienced a surge in exports to the US following the presidential
election. In our view, this is a good sign that multinational companies are not overly concerned that Trump will
impose high tariffs on “Made in Vietnam” products; in fact, Samsung Display registered an additional USD 1.2bn
FDl investment in Vietnam in January. Furthermore, Trump has not mentioned Vietnam publicly since taking office,
in sharp contrast to the numerous comments he has made about Mexico, Canada, the EU, and China. We continue
to believe that Trump poses no major economic risk to Vietnam.

All of that said, concerns about Trump’s tariffs pushed up the US Dollar/DXY Index by 7% in 2024, which in-turn
drove a 5% depreciation in the value of the VN Dong. In January, the VND appreciated by 1.6%, supported by a
surge of overseas remittances in the lead-up to the Tet holiday, a near USD 3bn trade surplus in the month, and by
the State Bank of Vietnam’s adept steps to stabilize the USD-VND exchange rate (including higher interbank interest
rates).

Next, the lead-up to the Tet holiday typically entails a flurry of household purchases as families prepare for the
holidays, which contributed to real retail sales growing 6.6% YoY in January 2025 despite fewer working days during
the month. Once the GSO publishes data for February, we will be able to compare 2M24 to 2M25 and get a clearer
picture of the likely trajectory for the economy in the months ahead. Nevertheless, we continue to expect
consumption growth to accelerate as 2025 progresses.

Finally, inflation ticked up from 2.9% YoY in December to 3.6% YoY in January driven by a circa 10% month-on-
month increase in medical prices, which in-turn reflected one-off Government price hikes for certain medicines.
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Macroeconomic Charts
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Macroeconomic Indicators

2024 Jan-25 YOY (%)

GDP growth (%)1 71 Sources: GSO, Vietnam Customs, MPI, Bloomberg

Inflation (%)2 3.6 3.6 Note:

FDI commitments® (USD bn) 33.7 4.0 47.3 1. FDI and trade data is YTD y-o-y; GDP growth data is latest

FDI disbursements (USD bn) 25.4 1.5 2.0 quarter y-o-y

Imports (USD bn) 380.8 30.1 (2.6) 2. Monthly y-o-y change; year-to-date is monthly average change
Exports (USD bn) 405.5 33.1 (4.3) in CPI per GSO

Trade surplus/(deficit) (USD bn) 24.8 3.0 3. BBG-USD/VND Spot Exchange rate

Exchange rate (USD/VND)* 25,485 25,082
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