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Retail sales to be subdued

The upward momentum of retail sales became less strong in this period
due to the slowdown in the retail sector despite downturns in
accommodation and catering and traveling activities were softening. The
government increased restrictions to combat COVID19 resurge in
January-late, and this situation limits considerably household spending,
especially in the Lunar New Year. We predict retail sales to decrease in
February 2021 compared to the same period last year.

IIP to face pressure from COVID-19 outbreak

In January, the industrial sector saw a marked broad-based decline from
mining to manufacturing. Looking ahead to February, under impacts from
a long Tet’s holiday and the new outbreak, we expect that the industrial
production would decline at a fast pace in February and record a 3% - 5%
lower level than in the previous year.

KIS leading economic index (USD bn, %, % QoQ, % YoY)

1Q20 2Q20 3Q20  4Q20F 2019 2020F 2021F

GDP 3.82 0.36 2.62 4.48 7.02 2.91 5.94

Trade balance 3.82 1.92 10.72 2.54 10.42 19.01 1.77

CPI 4.87 3.17 2.98 0.19 5.23 3.24 2.41 Y Nguyen
Discount rate 3.50 3.00 3.00 3.00 4.00 3.00 3.00 y.nt@kisvn.vn
VND/USD 23,264 23,206 23,188 23,252 23,231 23,255 23,246
US GDP (4.80)  (34.20) NA 7.90 23 (5.70) 3.90
China GDP (6.80) 1.10 NA 6.00 6.10 1.80 8.00
Source: KIS
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Trade to slump next
period due to the
Lunar New Year

I. Trade to slump due to Tet

Trade activities in January 2021 recorded a striking growth due to a later-
than-previous arrival of Tet season and the recent upward momentum.
According to GSO, export and import sustained their upward momentums in

seasonality this period by increasing by 50.53% YoY and 41.00% YoY, posting USD27.70bn
and USD26.40bn, respectively. After adjusting for Tet-seasonality, export and
import growth rates were 16.54% YoY and 9.16% YoY, respectively. The trade
balance recorded a surplus of USD1.30bn this month, returning to the previous
trend after a short halt in December 2020.
Figure 1. Vietnam monthly export Figure 2. Vietnam monthly import
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The surge in export this month was mainly attributed to impressive increases in
computers, electrical products and parts (CEPP), machines, equipment, tools,
and instruments (METI), and telephones, mobile phones, and parts (TMPP). In
detail, TMPP, CEPP, and METI skyrocketed by 114.76% YoY, 50.24% YoY, and
115.30% YoY, roughly doubling their growth rates in December 2020, to post
USD5.80bn, USD4.00bn, and USD3.20bn, respectively. Vietham's electronics
export, similar to those of China and South Korea, was benefiting from the
increasing consumption of electronics devices due to COVID19 mobility
restrictions and the work-from-home. This demand became even stronger in the
2020-late as the spending generally increased in Christmas and New Year
holidays. Besides, footwear and textile marked considerable progress as
turning into expansion from contractions last month.
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Figure 3. Monthly CEPP export

Figure 4. Monthly TMPP export
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In the similar vein with export situation, import growth this month was
characterized by extraordinary growths in CEPP, METI, and TMPP values
compared to the same period last year. More specifically, export values of CEPP,
METI, and TMPP posted USD5.50bn, USD4.10bn, and USD2.60bn, rising by
29.91% YoY, 46.31% YoY, and 128.35% YoY. Iron and steel (1&S) also make an
impressive improvement as its growth rate turns into 40.40% YoY from a
contraction at 1.39%YoY in December 2020.

Figure 5. Top 10 export item: growth rates (% YoY) Figure 6. Top 10 import item: growth rates (% YoY)

Yarn Chemical
1&S Chemprod
Fishery otherBM Jan-21
otherMoT&parts ) JDaer::-zzlo Plasprod = Dec-20
W&Wprod &S
Footwear Plastics
Textiles Fabrics
METI TMPP
CEPP METI
TMPP ‘ ‘ ‘ ‘ CEPP ‘ ‘ ‘
(200 0 20 40 60 80 100 120 140 (50) 100 150

Source: KIS, GSO

Source: KIS, GSO

TMPP: telephones, mobile phones and parts, CEPP: computers, electrical products and parts, METI: machine, equipment, tools and instruments, otherMoT&parts: other means of
transportation parts and accessories thereof, W&Wprod: wood and wooden products, F&V: fruits and vegetables, 1&S: iron and steel, Plasprod: plastic products, TLFwMats&Aux:
textile, leather and foot-wear materials and auxiliaries, otherBM: other base metals, Chemprod: chemical products.
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Looking broader, vaccine roll-out and fiscal stimulus status seem to decide how
much consumers in Vietnam's major markets will spend out. In the U.S., after
the presidential inauguration, Biden showed his robust commitments by
pursuing consistently a promising stimulus package valued at USD1,900bn
under his plan to resolve the pandemic turbulence. This plan improved
consumer’s attitude toward spending to 89.30 from 87.10 the previous month.
Also, the vaccination was running favorably as the number of doses per
hundred people increased significantly in January. In the opposite direction,
slow vaccine distribution and roll-out were likely to worrisome European and
Japan consumers about income and business prospects.



Figure 7. Vaccination

Figure 8. Consumer confidence index
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PREDICTION

Figure 9. Vietham export forecast

Push factors: (1) Upward momentum in global electronics consumption
to sustain and favor export turnover over those items. (2) The increase
in relief packages and favorable vaccinations over the world tend to
boost consumer confidence level.

Pull factors: (1) Tet seasonality to mainly slump trade activities.

We predict export and import growth rates to post -16.48% YoY and -
17.15% YoY in February 2021, approximating +11.36% YoY and +10.46%
YoY after adjusting Tet effect, respectively.

Figure 10. Vietnam import forecast
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Food and foodstuff
price supports CPI’s
increase

Figure 11. CPI Changes

Il. CPI to decline

According to GSO’s release, the Consumer Price Index (CPI) witnessed a
modest increase compared to the previous month due to increases in
food and foodstuff (F&Fs) and traffic prices. CPI in January 2021 increased
by 0.06% MoM, marking the second consecutive rise. Regarding sectoral
contributions, F&Fs and traffic rose by 0.64% MoM and 2.29% MoM and were
determinants pushing CPI up. In the opposite, housing and construction
materials (HCM) price reduced by 2.31% MoM and significantly dragged the
CPI down.

Considering yearly change, the CPI turned into contraction after a long streak
of slowdown by declining 0.97% YoY, 116bps-lower than the previous rate.
Hence, the 12-month rolling inflation rate posted 2.62%, 138bps-lower than the
authority target rate of 4%.

Table 1. Inflation by Sectors

CPI % MoM (L)

(%)
r CPI % YoY (R)

MA(12) of CPI % YoY (R)
Inflation Target (R)

1 r

@ -

Jan-20 Apr-20 Jul-20

(%) Item Weight (%) % MoM % YoY

17 Food and foodstuff 36.12 0.64 1.03

16 Beverage and cigarette 3.59 0.32 0.80

1 5 Garment, Footwear, hat 6.37 0.44 0.47

1 4 Housing and construction materials 15.73 (231) (355

0.06 3 Household appliances and goods 7.31 0.08 0.48

> Medicine and health care 5.04 0.01 0.36

12 Traffic 9.37 229 (10.27)

11 Postal services & Telecommunication 2.89 (0.10) (0.58)

1 Education 5.99 0.38 4.53

0.972) 1 (1) Culture. entertainment and tourism 4.29 0.08 (2.61)
BN Other goods and services 3.3 0.24 1.42

Oct-20 Jan-21 Consumer Price Index 0.06  (0.97)

Source: GSO, KIS
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Regarding the impact of commodities prices on CPI's components, pork price
uptrend accelerated as rising by 9.81% MoM, 1.79-percent points higher than
the previous growth rate. As a result, the pork price climbed up to hit the five-
month high at VND82.80k per kilogram. This move of pork price mainly pushed
F&Fs up this period.

Considering the petroleum product prices, ESRON92 and RON95 rose by 5.10%
MoM and 4.80% MoM to post VND16,309 and VND17,270 in January 2021,
respectively. The deceleration in petroleum product price slowed the upward
momentum in traffic price as its growth rate posted 2.29% MoM, 17bps-lower
compared to December 2020. Consequently, the traffic’s increase contributed
21bps to the overall CPI monthly change.



Figure 12. Pork price and food and foodstuff Figure 13. Petroleum product prices movements
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PREDICTION:
Upward momentum in pork and petroleum product prices tend to push the
overall price up. However, downturn in HCM price is likely to sustain and put
downward pressure on CPI. As a result, we predict CPI to decline by 0.84%
MoM in February 2021.
Figure 14. Forecast of CPI in February 2021
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I1l. Retail sales to be subdued
Retail sales slowed The upward momentum of retail sales became less strong in this period
down due to the slowdown in the retail sector despite downturns in

accommodation and catering (A&C) and traveling activities were
softening. According to GSO’s estimates, the retail sales in January 2021
witnessed a slowdown as its growth rate just posted 6.42%YoY, 254bps-lower
than the previous month. The shrink in growth rate in the retail sector was the
main reason for the move of the total retail sales. The retailing activity rose by
8.65% YoY, being two-third of the previous growth rate, to post VND378.92tn
this month. Besides, despite the laggard role in recent months, A&C and
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traveling activities were warming up as contracting at rates 161bps- and
793bps-lower than November, respectively.

Regarding the structure, the retail value kept overwhelming with the largest
share at 78.95% of the total, while A&C and traveling sectors jointly consisted
of 20.73% of total revenue.

Figure 16. Components of retail Sales

Figure 15. Monthly retail sales
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Figure 17. Vietham community mobility by category

PREDICTION:

Source: GSO, KIS

The government increased restrictions to combat COVID19 resurgence in
January-late, and this situation limits considerably household spending,
especially in the Lunar New Year. We predict retail sales to decrease in
February 2021 compared to the same period last year.

Figure 18. Vietnam retail and recreation mobility by province in

January 2021
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https://www.google.com/covid19/mobility/data_documentation.html?hl=en

IV. FDI to be put on hold amid the

outbreak
FDI remained at In the latest update from the Ministry of Planning and Investment, FDI saw a
several-month lows low start in the first month of 2021 for both the registration activity and the
before the New Year disbursement. At the end of January, the situation becomes even worse as the

new outbreak requires the government to implement stricter measures, which
put high uncertainty on the foreign investment activity.

More specifically, the new registration amount recorded USD1.32bn in January,
which is the second-largest amount since January 2020, while the raising
capital for existing projects posted USD0.47bn. On the contrary, the amount for
share purchase was down to its 3-year low at just USDO0.22bn. As a result, the
total registered FDI was dragged down to a 4-month low of USD2.02bn, down
by 62.16% YoY. The disbursed FDI also plunged to USD1.51bn from the record
high in December.

Figure 19. Registered FDI Figure 20. Disbursed FDI
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In the month, FDI registered in the manufacturing sector accounted for more
than three-fourths of the total registration amount, at USD1.54bn and 76.36%
of the total. The real estate sector ranked second place with USDO0.18bn or
about 8.87% of the total. FDI in other sectors, including retail, electricity, and
professional, etc., remained insignificant.
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Figure 21. Registered FDI by sector Figure 22. Structure of registered FDI in 1M21
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Figure 23. FDI inflows from South Korea, Japan

Source: MPI, KIS

Most noticeably in the month, the FDI amount from China accelerated to a 21-
month high of USD0.62bn, following by Hong Kong with 0.22bn. Besides, the
registered capital from South Korea, Japan, and Taiwan was extremely low, at
just USDO0.10bn, USD0.05bn, and USDO0.02bn, respectively.

Figure 24. FDI inflows from China, Hong Kong,
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Singapore continued to be the largest investment partner in January with
USDO0.68bn, although somewhat lower than in December. Registered FDI from
ASEAN countries (excluding Singapore), North America, and Europe remained
insignificant, at just USD0.01bn, USDO0.13bn, and USDO0.12bn, respectively.

PREDICTION:

For the current time, the ongoing COVID-19 outbreak from late-January is
putting many uncertainties and difficulties for FDI investors in the short-term,
especially with a long New-Year holiday ahead. As Bac Ninh, Bac Giang, Hai
Phong, Ha Noi, and Binh Duong, etc., have been dealing with the outbreak, the
foreign investment activity will most likely be put on hold in February. It is no
doubt that the FDI registration and disbursement would slow down significantly
this month.



IIP slows down due to
the seasonality

V. IIP to face pressure from COVID-
19 outbreak

In January, the industrial sector saw a marked broad-based decline from mining
to manufacturing. According to the latest update from GSO, IIP recorded the
biggest drop of 3.25% MoM since the COVID-19 pandemic began in April,
although still increasing 22.16% YoY thanks to a low base in 1M20 (2020 Lunar
New Year took place in January).

Breaking down by sub-sector, the manufacturing sector saw the worst
performance in 9 months, dropping by 3.12% MoM but increasing by 27.15%
YoY. Regarding the mining sector, after a big jump in December, the growth
again turned negative, in which the decreasing pace accelerated to a 5-month
high of 9.77% MoM (also thanks to a low base in the previous year, the year-

over-year growth rate was down by just 6.22%).

Besides, the electricity production & distribution increased by 1.04% MoM and
16.27% YoY, while the water supply sector dropped by 3.36% MoM but still 8.40%
higher than in the previous year.

Figure 25. The industrial production
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Figure 26. Mining and manufacturing sub-sectors

Figure 27. Electricity and water supply sub-sectors
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Further details about main industries and industrial products are as follows.

Figure 28. Production of crude oil and petroleum

Figure 29. Production of natural gas
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After a strong recovery in December, both the production of crude oil and natural
gas fell significantly to the second slowest levels since the indices originated,
by 6.9% MoM and 24.5% MoM, respectively. We suspect that the operation of
the Sao Vang — Dai Nguyet gas field was delayed in January, when both the
production levels of crude oil and natural gas dropped back to nearly
November’s levels.
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Figure 30. Production of textile and footwear Figure 31. Production of clothes
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Overall, the textile, garment, and footwear industries were all slowing down in
the month. The textile production saw the first reduction (2.0% MoM) since
October, while the footwear output decreased slightly by 0.23% MoM.
Furthermore, it is noticed that the garment production dropped at a fast pace
for the second month, by 3.14% MoM.

Figure 32. Production of mobile phones Figure 33. Production of electronic components
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The production of mobile phones plunged to a 6-month low in the month,
recording a reduction for the third time in the past four months. Meanwhile, the
manufacture of the electronic components increased slightly by 0.1% MoM.
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Figure 34. Production of steel products Figure 35. Production of cement
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After climbing to a record high in December, the iron and steel industry tumbled
by 3.9% MoM to a 3-month low, recording the worst performance since January
2020. Similarly, the cement production fell by 2.6% MoM from an all-time high
in the prior month. However, we believe that the reductions in both steel and
cement productions reflected the fall of demand for construction just before the
Lunar New Year.
Figure 36. Production of machinery industry Figure 37. Production of F&B industries
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The production of the machinery industry shrank to a 4-month low, in which the
decreasing pace was recorded a 12-month high. The food industry also tumbled
at the fastest pace in 12-month of 4.17% MoM, continuing a fourth-month
reduction. On the contrary, the beer industry performed strongly with 1.63%
MoM growth in the month.
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PREDICTION:

The sustainability in the industrial growth is put into question with the negative
result in January. Although a part of the slowdown was due to the Tet’s impact,
which was seen in previous years, considerable reductions in the electronics,
construction materials, and machinery industries, etc., have raised some
concerns about the health of the industrial sector in 1Q20.

In February, the Tet's negative impact would surely become more significant
and drag down the industrial production temporarily. Also, the new COVID-19
outbreaks put high uncertainty about the business conditions in the
manufacturing sector as the authority was putting several manufacturing hubs,
including Bac Giang, Bac Ninh, Hai Phong, and Ha Noi, on high alert for the
new outbreak.

As aresult, we expect that the industrial production would decline at a fast pace
in February and record a 3% - 5% lower level than in the previous year.

VI. State budget begins 2021 with
VNDG6.5tn deficit

According to GSO'’s latest update, as of 1M21, total government revenue posted
VND36.0tn, equivalent to just 2.7% of the annual plan. Breaking down by
revenue component, domestic revenue achieved VND22.5tn, equaling 2.0% of
the annual estimate. Revenue from crude oil reached VND1.0tn, equaling 4.3%,
while that from export-import activities was VND12.6tn, equaling 7.0%.

Figure 38. State revenue components Figure 39. State expenditure components

(% contribution) (% contribution)

Domestic revenue Domestic revenue

Crude oil revenue Crude oil revenue

u Export-import revenue ® Export-import revenue

Source: KIS, GSO Source: KIS, GSO

Meanwhile, total expenditure was estimated at VND42.5tn, fulfilling 2.5% of the
year estimate. In particular, the regular expenditure posted VND29.7tn,
equaling 2.9% of the year plan, the development and investment spending
recorded VND3.0tn, equivalent to 0.6%, and the interest payment was
VND9.8tn, equaling 8.9%.
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As a result, in the first month of 2021, the state budget recorded a deficit of
VNDG.5tn.

Figure 40. Monthly state revenue and expenditure

Revenue (L) mmmm Fxpenditure (L)
(VND tn) mmmmm Surplus/deficit (L) —+— Revenue % annual plan (R) (%)
—o— Expenditure % annual plan (R)
200 12
150 9
100 6
50 3
0 0
(50) (3)
(100) - - (6)

Jan-20 Apr-20 Jul-20 Oct-20 Jan-21

Source: GSO, KIS
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Macro scorecard

(USD bn, USD, %, % YoY)

Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 1Q20 2Q20 3Q20 4Q20 2016 2017 2018 2019
Real GDP growth 2.62 4.48 3.82 0.36 2.62 4.48 6.21 6.81 7.08 7.03
Registered FDI 0.72 1.67 2.27 2.95 2.10 2.02 8.55 7.12 5.54 7.32 20.95 35.88 35.47 38.02
GDP per capita 2,172 2,353 2,551 2,730
Unemployment rate 2.33 221 221 2.25
Export 27.70 27.16 27.26 25.24 26.50 27.70 63.52 59.33 79.74 79.00 176.6 215.1 2435 263.6
Import 22.72 24.20 24.27 24.69 27.50 26.40 59.69 57.41 69.02 76.46 175.0 213.2 236.7 254.4
Export growth 7.14 16.57 12.21 10.73 17.63 50.53 7.99 (6.81) 10.61 13.48 8.99 21.82 13.19 8.16
Import growth 1.58 12.58 9.00 15.69 22.70 41.00 4.03 (9.46) 3.74 15.81 5.55 21.85 11.01 7.41
Inflation 3.18 2.98 2.47 1.48 0.19 (0.97) 3.53 3.57 3.81 3.24 2.66 3.53 3.54 2.79
USD/VND 23,175 23,188 23,181 23,141 23,126 23,049| 23,637 23,206 23,184 23,126| 22,761 22,698 23,175 23,173
Credit growth 4.16 6.10 6.15 8.46 10.14 1.30 3.26 6.10 10.14 18.25 18.24 13.89 13.70
10Y gov't bond 2.88 2.52 221 2.26 2.01 2.03 3.24 3.07 2.65 2.01 6.23 5.14 5.07 3.37
Source: GSO, Bloomberg, FIA, IMF
—
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Global Disclaimer

mGeneral

This research report and marketing materials for Viethamese securities are originally prepared and issued by the Research Center of KIS
Vietnam Securities Corp., an organization licensed with the State Securities Commission of Vietnam. The analyst(s) who participated in
preparing and issuing this research report and marketing materials is/are licensed and regulated by the State Securities Commission of Vietnam
in Vietnam only. This report and marketing materials are copyrighted and may not be copied, redistributed, forwarded or altered in any way
without the consent of KIS Vietnam Securities Corp..

This research report and marketing materials are for information purposes only. They are not and should not be construed as an offer or
solicitation of an offer to purchase or sell any securities or other financial instruments or to participate in any trading strategy. This research
report and marketing materials do not provide individually tailored investment advice. This research report and marketing materials do not take
into account individual investor circumstances, objectives or needs, and are not intended as recommendations of particular securities, financial
instruments or strategies to any particular investor. The securities and other financial instruments discussed in this research report and marketing
materials may not be suitable for all investors. The recipient of this research report and marketing materials must make their own independent
decisions regarding any securities or financial instruments mentioned herein and investors should seek the advice of a financial adviser. KIS
Vietnam Securities Corp. does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. KIS
Vietnam Securities Corp., its affiliates, or their affiliates and directors, officers, employees or agents of each of them disclaim any and all
responsibility or liability whatsoever for any loss (director consequential) or damage arising out of the use of all or any part of this report or its
contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice and may
differ or be contrary to opinions expressed by other business areas or KIS Vietham Securities Corp. The final investment decision is based on
the client’s judgment, and this research report and marketing materials cannot be used as evidence in any legal dispute related to investment
decisions.

= Country-specific disclaimer

United States: This report is distributed in the U.S. by Korea Investment & Securities America, Inc., a member of FINRA/SIPC, and is only
intended for major U.S. institutional investors as defined in Rule 15a-6(a)(2) under the U.S. Securities Exchange Act of 1934. All U.S. persons
that receive this document by their acceptance thereof represent and warrant that they are a major U.S. institutional investor and have not
received this report under any express or implied understanding that they will direct commission income to Korea Investment & Securities,
Co., Ltd. or its affiliates. Pursuant to Rule 15a-6(a)(3), any U.S. recipient of this document wishing to effect a transaction in any securities
discussed herein should contact and place orders with Korea Investment & Securities America, Inc., which accepts responsibility for the
contents of this report in the U.S. The securities described in this report may not have been registered under the U.S. Securities Act of 1933,
as amended, and, in such case, may not be offered or sold in the U.S. or to U.S. person absent registration or an applicable exemption from
the registration requirement.

United Kingdom: This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of
section 21 of the Financial Services and Markets Act 2000 of the United Kingdom ("FSMA"). To the extent that this report does constitute such
an invitation or inducement, it is directed only at (i) persons who are investment professionals within the meaning of Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) of the United Kingdom (the "Financial Promotion Order"); (ii)
persons who fall within Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order;
and (iii) any other persons to whom this report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons
together being referred to as "relevant persons"). Any investment or investment activity to which this report relates is available only to relevant
persons and will be engaged in only with relevant persons. Persons who are not relevant persons must not act or rely on this report.

Hong Kong: This research report and marketing materials may be distributed in Hong Kong to institutional clients by Korea Investment &
Securities Asia Limited (KISA), a Hong Kong representative subsidiary of Korea Investment & Securities Co., Ltd., and may not otherwise be
distributed to any other party. KISA provides equity sales service to institutional clients in Hong Kong for Korean securities under its sole
discretion, and is thus solely responsible for provision of the aforementioned equity selling activities in Hong Kong. All requests by and
correspondence with Hong Kong investors involving securities discussed in this report and marketing materials must be effected through KISA,
which is registered with The Securities & Futures Commission (SFC) of Hong Kong. Korea Investment & Securities Co., Ltd. is not a registered
financial institution under Hong Kong’s SFC.

Singapore: This report is provided pursuant to the financial advisory licensing exemption under Regulation 27(1)(e) of the Financial Advisers
Regulation of Singapore and accordingly may only be provided to persons in Singapore who are "institutional investors" as defined in Section
4A of the Securities and Futures Act, Chapter 289 of Singapore. This report is intended only for the person to whom Korea Investment &
Securities Co., Ltd. has provided this report and such person may not send, forward or transmit in any way this report or any copy of this report
to any other person. Please contact Korea Investment & Securities Singapore Pte Ltd in respect of any matters arising from, or in connection
with, the analysis or report (Contact Number: 65 6501 5600).

Copyright © 2021 KIS Vietnam Securities Corp. All rights reserved. No part of this report may be reproduced or distributed in any manner
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