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Continued Growth Momentum, Despite High Interest Rates, Record-High Trade Deficit 
 
The global AI boom continues to provide a powerful tailwind for Vietnam's high-tech exports and GDP 
growth. Exports of computers and electronic products surged 50% year-on-year (YoY) in 7M26, following a 
near 50% increase during 2025. Overall, tech exports grew 39% YoY in 7M26 and accounted for nearly 40% 
of Vietnam's total exports.  Historically, Vietnam's tech exports have been split roughly evenly between 
smartphones and computers/electronics, but over the past two years, virtually all of the growth has come 
from computers and electronics, driven by the AI investment boom, while smartphone exports remained 
broadly flat amid a lack of major new product launches.  
 

That pattern shifted with the recent release of the Samsung Galaxy Z Smartphone Series, which triggered a 
sharp rebound in smartphone-related shipments. The net result of all of the above is that growth in the 
manufacturing sector, which accounts for one-quarter of Vietnam's GDP, accelerated from 11.4 % YoY in 
6M26 to 12% growth in 7M26 (note that manufacturing growth averaged 12%, pre-COVID). Furthermore, 
Vietnam’s Purchasing Managers’ Index picked up from 51.8 in June to 52.9 in July, which was the 13th 
consecutive month that the PMI stayed above the 50 expansion–contraction threshold. 
 

Critically, several leading indicators have turned decisively positive. The “New Export Orders” PMI sub-index, 
which had bottomed out at 45.3 in March, rebounded to 51 in June, crossing back above the expansion 
threshold, and then strengthened further to 52.8 in July, clear indications that order books are again filling. 
Consequently, purchases of production inputs jumped to a four-and-a-half-year high in July as factories 
stepped up input buying in anticipation of higher production needs. 
 

However, there is an important caveat. While firms are aggressively importing production materials, 
inventories of both production inputs and finished goods are plunging. The resulting surge of imports to keep 
up with FDI factory demand is helping to fuel a trade deficit of around 7%/GDP; note that a jump in oil prices 
and computer memory prices accounts for about half of that trade deficit.  Specifically, Vietnam's imports 
grew by a whopping 35% YoY in7M26, far outpacing export growth of 22% over the same period, and a USD 
3.6b trade deficit in the month of July brought the 7M26 trade deficit to USD 20.5b.  To put that in context, 
Vietnam's previous record-high annual trade deficit was USD 18b in 2008. 
 

Trade deficits above 3%/GDP are generally viewed as large and potentially risky, but the USD-VND exchange 
rate has barely budged all year and is essentially flat YTD.  One reason the VN Dong exchange rate has 
remained remarkably stable is that 12-month deposit rates at commercial banks have risen by roughly 150 
bps this year to around 8-9% on average, despite inflation remaining very well behaved (CPI inflation eased 
from 4.7% YoY in June to 4.5% in July).  In short, system-wide credit growth in Vietnam dramatically 
outstripped deposit growth over the last two years, including 8.2% credit growth versus 5.8% deposit growth 
as of 27-July, pushing Vietnam’s “simple” loan-to-deposit ratio (LDR) up to an estimated 115%, leaving 
liquidity in the banking system precariously stretched.   
 

That said, the deposit growth figure is somewhat understated (and the LDR figure overstated) because 
Vietnamese banks have been aggressively selling a unique certificate of deposit (CD) type product to retail 
savers which has similarities to traditional CDs sold in other countries, but is considered a “valuable paper”, 
rather than a deposit in Vietnam.  A quick back-of-the-envelope calculation suggests that accounting for 
these hybrid CDs as deposits would push deposit growth roughly 1%pts higher and reduce the simple LDR to 
around 110%, which is still an uncomfortably high figure. 
 

Finally, note that the household consumption figures the Government reported remained remarkably stable 
despite a plunge in consumer confidence this year.  Confidence was dampened by the high level of mortgage 
interest rates, and by the Government’s widening of the tax net in Vietnam to include more household / 
cottage industry businesses.  Despite these and other factors dampening sentiment real retail sales (stripping 
out inflation) actually ticked up from 7.3% YoY in 6M26 to 7.5% in 7M26. 
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            2025 Jul-26 YTD-26 YoY1 

GDP growth (%) 8   8.2   

Inflation (%)2 3.3 4.5 4.4  

FDI commitments (USDbn) 31.4 3.1 31.5 57.2 

FDI disbursements (USDbn) 27.6 2.2 15.2 11.8 

Imports (USDbn) 455 56.7 340.1 34.8 

Exports (USDbn) 475.1 53.1 319.5 21.7 

Trade surplus/(deficit) (USDbn) 20.1 -3.6 -20.5   

Exchange rate (USD/VND)3 26,298 26,296 26,296   
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the author at the date of publication only. They do not necessarily reflect the opinions of VCFM and are subject to change without notice. VCFM has no obligation 
to update, amend or in any way modify this report or otherwise notify a reader in the event that any of the subject matter or opinion, projections or estimates 
contained within it change or become inaccurate.  
 
Neither the information nor any opinion expressed in this report is an offer, or an invitation to make an offer, to buy or to sell any securities or any option, futures, 
or other derivative instruments in any securities. Nor should it be construed as an advertisement for any financial instruments. This research report is prepared 
for general circulation and for general information only. It does not have regard to the specific investment objectives, financial situation or particular needs of 
any person who may receive or read this report. Investors should note that the prices of securities fluctuate and may rise and fall. Past performance, if any, is 
no guide to the future.  
 
Financial instruments discussed in this report, if any, may not be suitable for all investors. Investors must make their own financial decisions based on their 
particular financial situation and investment objectives. This report may not be copied, reproduced, published, or redistributed by any person for any purpose 
without the express permission of VCFM in writing. Please cite sources when quoting. 

0

10

20

30

40

2022 2023 2024 2025 2026

Registered & disbursed FDI, cumulative YTD (USDbn) 

FDI Disbursement (USD bn) FDI Registered (exl. Purchased stocks) (USD bn)

-2

-1

0

1

2

-2

0

2

4

6

Ju
l-2

2
Se

p-
22

N
ov

-2
2

Ja
n-

23
M

ar
-2

3
M

ay
-2

3
Ju

l-2
3

Se
p-

23
N

ov
-2

3
Ja

n-
24

M
ar

-2
4

M
ay

-2
4

Ju
l-2

4
Se

p-
24

N
ov

-2
4

Ja
n-

25
M

ar
-2

5
M

ay
-2

5
Ju

l-2
5

Se
p-

25
N

ov
-2

5
Ja

n-
26

M
ar

-2
6

M
ay

-2
6

Ju
l-2

6

Year-on-year and month-on-month inflation (%) 

 YoY CPI (LHS)  MoM CPI (RHS)

MoM CPIYoY CPI

Macroeconomic Indicators 

Sources: GSO, Vietnam Customs, MPI, Bloomberg 
 
Note: 
1. FDI and trade data is YTD y-o-y; GDP growth data is the latest quarter y-o-y 
2. Monthly y-o-y change; YTD figure is y-o-y change in average CPI YTD, per 
GSO 
3. BBG-USD/VND Spot Exchange rate    
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