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Economic Flash

Economic activities diverge on a long
Tet holiday

A long Tet conceals trade’s improvement

According to GSO, Vietnam's trade activities in the first month of 2023
notably deteriorated primarily due to the long holiday and the gloomy
outlook for the global economy. In detail, export and import declined by
21.28% YoY and 28.92% YoY to USD25.08bn and USD21.48bn, resulting
in a considerable trade surplus of USD3.60bn this month. Taking the effect
of fewer working days into account, we roughly adjusted that trade, export,
and import reduced by 10.91% YoY, 6.52% YoY, and 15.60% YoY in
January of 2023, implying that the trade decline became less severe this
month.

Retail sales remain bright

According to GSO’s estimate, retail sales continued recovering to pre-
pandemic level and grew strongly in January thanks to the seasonal
demand for the Tet holiday. Specifically, total retail sales this month
increased by 5.24% MoM and 19.95% YoY, reaching VND554.83tn — the
all-time high revenue recorded. Notably, traveling services revenue
surged 2.1x year-over-year, standing at VND2.16tn.

CPIl accelerates during the Tet holiday

According to GSO'’s release, food and foodstuff (FFS), beverage and
cigarette (BAC), and traffics were catalysts for CPl to accelerate this
month. Specifically, CPI in the first month of 2023 jumped by 0.52% MoM
and increased by 4.89% compared to the same period last year.

KIS leading economic index

1022 2Q22  3Q22  4Q22 2020 2021 2022
GDP (%) 5.03 772 13.67 5.92 2.91 258 8.2
Trade balance (USD bn) 1.50 (0.75) 5.78 4.44 19.86 4.00 11.20
CPI (%) 2.50 2.96 3.32 441 3.24 184 315
Discount rate (%) 2.50 2.50 3.50 4.50 2.50 250 4.50
USD/VND 22,900 23139 23712 23,658 23252 22,936 23,658
US GDP (% qog, annualized) (1 g0) NA NA NA  (3.40) 560 NA
China GDP (% yoy) 4.80 0.4 3.9 2.9 2.20 800 NA

Source: GSO, SBV, Bloomberg, KIS
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PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES & DISCLAIMERS AT THE END OF THIS REPORT.

Economy

Monthly

31 Jan 2023
Contents
I. Along Tet conceals trade’s improvement ................ 1
II. Industrial production reduces on Tet....................... 4
IIl. Retail sales remain bright ...........ccccooiiiniiinnnnn. 6
IV. CPI accelerates during Tet holiday ........................ 8
V. FDI registration witnesses a fall ..............cccccoveeenne 10
Macro scorecard ................c.ccoooeiiiiiic 1"
Appendix L 12

Research Dept
researchdept@kisvn.vn




Fewer working days
leverages the trade
decline

. A long Tet conceals trade’s
improvement

According to GSO, Vietnam's trade activities in the first month of 2023 notably
deteriorated primarily due to the long holiday and the gloomy outlook for the
global economy. In detail, export and import declined by 21.28% YoY and 28.92%
YoY to USD25.08bn and USD21.48bn, resulting in a considerable trade surplus
of USD3.60bn this month. Due to the long Tet holiday, the number of working
days in January 2023 was just 16 days, accounting for 84.21% of the same
period last year and mainly contributing to the significant reduction in export and
import turnovers. The weak global demand and fewer new orders posted in
recent PMI readings continued to discourage trade performance this month.
Demand for inventory building up and the capacity expansion from export-
oriented enterprises remained limited, causing the import of goods, especially
input materials, to reduce further.

Figure 1. Vietnam monthly export

Figure 2. Vietnam monthly import
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Figure 5. Vietnam’s number of working days by month

Fewer working days were attributable to the deterioration in trade activities in
the first month of 2023. The no. working days in January was 16, significantly
dropping compared to December last year and equaling 84.21% of thatin 1M22.
Intuitively, fewer working days cause lower production and a lower turnover of
goods sold abroad. Practically, we also find that seasonal change in the number
of working days is highly correlated to seasonal change in trade turnover. Taking
the effect of fewer working days into account, we roughly adjusted that trade,
export, and import reduced by 10.91% YoY, 6.52% YoY, and 15.60% YoY in
January, implying that the reduction in trade activities became less severe this
month.

Figure 6. The relationship between no. working days
and trade growth
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In the export structure, the performance of most flagship products (six over nine
items in our observations, accounting for 64.91% of January’s export value)
deteriorated in the month of the Tet holiday, especially goods with a high
concentration in the U.S. and EU markets (see appendix). In more detail, the
METI (machines, equipment, tools, and instruments) recorded an 11.60ppts-
higher reduction than last month with an export value of USD2.80bn this month
under the phenomenon of a long holiday season. Similarly, footwear and fishery
reached USD1.60bn and USDO0.60bn in 1M23, decreasing by 17.69% and
30.90%. Their reductions this month rose by 15.82ppts and 15.50ppts
compared to those in the last month. Oppositely, TMPP (phones and parts),
CEPP (electronic goods, computers, and parts), and I1&S (iron and steel)
delivered slight improvements this month. Although they continued recording
reductions, their magnitudes decreased from 21.54% YoY, 14.67% YoY, and
51.54% YoY to 18.65% YoY, 11.54% YoY, and 44.69% YoY, respectively.

In the import structure, the deterioration circulated widely across products
where ten over ten items in our observation experienced a higher reduction this
month. Domestic manufacturers, especially those selling goods abroad, tended
lower their demand for sourcing input materials from outside due to a
pessimistic business outlook. Furthermore, a long Lunar New Year in China,
Vietnam’s biggest supplier, also contributed to the low import value this month.
Most notably, the import value of METI was USD2.20bn, reducing by 46.25%
YoY. The decrease rate was 46.25ppts-higher than that in the previous month.
Similarly, reduction rates of 1&S (iron and steel), fabrics, and plastic products
were 39.03% YoY, 50.17% YoY, and 31.29% YoY, increased by 32.39ppts,
30.32ppts, and 30.21ppts than December of 2022, respectively.



Figure 7. Vietnanv’s export in January of 2023: scatter chart

Figure 8. Vietham’s import in January of 2023: scatter chart
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Industrial production
reduces on alonger
Tet

Figure 9. 1IP % YoY by month

Il. Industrial production reduces on
Tet

Industrial production (lIP) recorded a notable reduction this month under a
longer Tet than last year and the unfavorable situation of fewer new orders
under the slowing global demand. Specifically, IIP decreased by 8.04% YoY,
marking the first time this index stepping into the red territory since the economic
normalization.

As per sectoral development, manufacturing was the main sector leading the
overall reduction in industrial production when its index turned into a decline of
9.10% YoY from an increase of 0.56% YoY in December of 2022. Less notably,
EGSA (the production of electricity, gas, steam, and air conditioning supply) also
recorded a retreat of 3.36% YoY while increasing by 1.31% YoY last month.
Although recording one more growth this month, WSSWMR (the production of
water supply; sewerage, waste management, and remediation activities)
slightly decelerated with a 1.80ppts-lower growth rate than the previous month.
Oppositely, the performance of M&Q (mining and quarrying) experienced a
slight improvement when its decline became 0.20ppts-smaller than the last
month of 2022.

Figure 10. Movements of 1*-leveled sectors
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Table 1. Movements of notable 2™ -levelled sectors

Sector Classification ~ Frevious  Current

(%) (%)
Manufacture of food products 5.79 (1.99)
Manufacture of beverages 42.08 17.46
Manufacture of textiles (1.82) (11.83)
Manufacture of computer, electronic and optical products ey (1.93) (3.20)
Manufacture of electrical equipment (14.50) (19.06)
Manufacture of machinery and equipment 42.34 (12.10)
Manufacture of beverages 42.08 17.46
Water collection, treatment and supply 6.38 5.89
Repair and installation of machinery and equipment Best (2.20) 3.82
Water supply; sewerage, waste management and 552 372
remediation activities ’ ’
Mining of metal ores 44.04 2.81
Manufacture of other transport equipment 7.80 (27.12)
Manufacture of motor vehicles; trailers and semi-trailers 10.69 (23.90)
Manufacture of wearing apparel Worst (2.43) (20.99)
Manufacture of electrical equipment (14.50) (19.06)
Manufacture of furniture (15.28) (17.36)

Source: GSO, KIS
I
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Retail sales activities

Figure 11. Monthly retail sales

are vibrant

l1l. Retail sales remain bright

According to GSO'’s estimate, retail sales continued recovering to pre-pandemic
level and grew strongly in January thanks to the seasonal demand for the Tet
holiday. Specifically, total retail sales this month increased by 5.24% MoM and
19.95% YoY, reaching VND554.83tn — the all-time high revenue recorded.
Notably, traveling services revenue surged 2.1x year-over-year, standing at
VND2.16tn.

Retail sectors mainly contributed to the growth of the whole industry with a
notable expansion of 19.95%YoY compared to 12.42%YoY last month. On the
other hand, A&C (accommodation and catering services) and other services
decelerated their growth to 37.34%YoY and 16.81%YoY, 7.65ppts- and
17.22ppts-lower than in December, respectively. In the extreme movement,
traveling services recovered dramatically with an increase of 113.43%Y0Y,
notching at VND2.16tn.

Figure 12. Components of Retail sales
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Despite bright performance in A&C and traveling services, their shares
remained underweight compared to the pre-COVID level as consumers shifted
away from discretionary goods and services. The proportion of the retail sector
kept dominating and modestly escalated by 1.59 percentage points (ppts) to
79.92% this month, while A&C and traveling service accounted for 10.68%. The
swift recovery of A&C and traveling services, combined with China’s reopening
and government efforts to attract international tourists, could allow the retail
sales structure to return to its pre-pandemic form, where the retail sector, A&C,
and traveling services accounted for approximately 75%, 15%, and 1%,
respectively.

In alignment with our previous statements, total retail sales continued
recovering and narrowed down their gap with the pre-pandemic trend level to -
9.36% from -13.50% last month (calculated using the average MoM growth rate
during 2015-19 with the assumption that the growth rate over 2020-22 equals
the average rate over 2015-19).

Since the reopening in Oct 2021, total retail sales recovered with a faster
average MoM growth of roughly 3.00% compared to 0.80% in the pre-pandemic
level 2015-19 thanks to the combination of the economy’s internal strength with



the golden population structure, pent-up demand, and low base effect.
Remarkably, the retail sector recovered and surpassed its pre-pandemic level
by 1% to VND435.44tn thanks to the high concentration on non-discretionary
goods and services, as Vietnam is a lower-middle-income country, according to
WB. Despite strong recovery after normalization, A&C and traveling services
are still far below the pre-pandemic trend line level by -27.56% and -64.04%,
respectively.

We expected that the Vietnam retail market has ample room for further recovery
and growth as it is fueled by economic growth, a growing middle class,
urbanization, and higher living standards demands. Moreover, A&C and
traveling services should maintain their improvement as Chinese tourists are
expected to come back to Vietnam.

Figure 13. Total retai sales: Actual vs Prepandemic trend Figure 14. Retai sectors: Actual vs Pre-pandemic trend
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Figure 15. Accommodation and catering: Actual vs Prepandemic
Figure 16. Traveling services: Actual vs Pre-pandemic trend
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CPl accelerates during Tet
Holiday

Figure 17. Monthly CPI change and its contributor

IV. CPl accelerates during Tet
holiday

According to GSO's release, food and foodstuff (FFS), beverage and cigarette
(BAC), and traffics acted as a catalyst for CPl to accelerate this month.
Specifically, CPl in the first month of 2023 jumped by 0.52% MoM and increased
accordingly by 4.89% compared to the same period last year. Regarding
sectoral contributions, traffics, BAG and FFS rose significantly by 1.39% MoM,
1.12%MoM, and 0.82%MoM which contributed 13 basis points (bps), 3bps, and
28bps to CPl's increase, respectively. In the opposite direction, a slight
decrease was seen in housing and construction materials (HCM) and education
in CPI's basket. Accordingly, HCM and education dropped by 0.12%, and 0.15%
compared with last month respectively.

Table 2. Monthly CPI change by item

s Others

o Item Weight (%) % MoM % YoY
(%) Garment, footwear, hat
L2 Household appliances & goods Food and foodstuff 33.56 0.82 6.08
1.0 m Traffic )
Housing & construction materials Beverage and cigarette 2.73 112 4.36
08 Food & foodstuff 0.52 Garment, Footwear, hat 5.70 0.62 2.80
06 Housing and construction materials 18.82 -0.12 6.94
04 Household appliances and goods 6.74 0.36 2.85
02 r Medicine and health care 5.39 0.07 0.64
0.0
02) Traffic 9.67 1.39 0.05
(0.4) | Postal services & Telecommunication 3.14 0.00 -0.21
' Educati 17 01 11.
©06) | ducation 6 0.15 60
0.8) L Culture. entertainment and tourism 4.55 0.42 5.30
Jan-22 Mar-22 May-22 Jul-22 Sep-22 Nov-22 Jan-23 Other goods and services 3.53 0.70 3.49
Consumer Price Index 100.00 0.52 4.89

Source: GSO, KIS
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Taking CPI's contributors at the product-level into consideration, the upward
pressure from traffics index resulted from three adjustments in domestic petrol
price in January to match with current world fuel price and the environmental
protection tax rate on gasoline, oils regulated in Resolution No
30/2022/UBTVQH15. Specifically, after three adjustments in January, the price
of gasoline has jumped by around 2.31% compared to the previous month.
Besides, the sharp increase in food and beverage consumption during the
Lunar new year has led to a rise in many items of FFS and BAC. In more detall,
BAC increased due to consumer demand and use as gifts during Tet, causing
alcohol prices to increase by 1.66%, cigarettes increased by 0.71%, and non-
alcoholic beverages increased by 0.49%. Besides, rice and pork price increased
by 0.84% and 0.33% respectively as consumer demand for sticky rice jumped
during the Lunar new year were the main factor for the rise of FFS.

On the contrary, HCM decreased by 0.12% resulted from the fall of gas prices
by 4.69% and domestic water by 0.35% due to the cold weather in Northern
provinces which reduced the demand for water consumption. Besides, some
localities have deducted the tuition fee according to Decree No. 81/2021/ND-
which resulted in a decline in education.



Figure 18. Vietnam’s inflation by simulation
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Taking core inflation into consideration, it can be seen that core-CPI continued
to grow persistently at 0.46%MoM and 5.21%Y0oY, the fresh record peak. In
addition, core inflation has experienced an increase for fifteen consecutive
months which shows that inflation pressure is still there and Government should
pay attention to their monetary policy and fiscal policy to meet the target of
inflation at 4.5% in 2023.
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Registered FDI falls

Figure 19. Monthly registered FDI

V. FDI registration witnesses a fall

According to the latest update from the Ministry of Planning and Investment
(MOIT), FDI registration witnessed a notable fall in the first month of 2023. To
be more specific, the registration value from foreign investors in January was
USD1.69bn, including USD1.20bn of new, USDO0.31bn of the addition, and
USDO0.17bn of the share purchase. Furthermore, the total disbursed FDI in
January also showed a deterioration when decreasing significantly by 16.25%
YoY and falling down dramatically by 50.29% compared with the last month.

Figure 20. Monthly disbursed FDI
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Source: MPI, KIS
Regarding FDI by countries and territories, Singapore is the largest investor
with USD767.6mn, accounting for 63.7% of total newly registered capital;
followed by China USD198.2mn with around 16.4% of total newly registered
FDI. Hong Kong and South Korea invested USD47.8mn and USD38.5mn
accounting for 4% and 3.2% respectively

Figure 21. FDI by countries

m Korean China Singapore Hongkong ® Others
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63.7%

Source: KIS, GSO

Taking the sectoral development into consideration, foreign direct investment
capital in wholesale and retail, repair of automobiles, motorcycles reached
USD660.8mn, accounting for 43.7% of the total newly and additionally
registered capital; processing and manufacturing industry reached 606.4 million
USD, accounting for 40.1%; the remaining industries reached USD244mn,
accounting for 16.2%
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Macro scorecard

22-Sep  22-Oct 22-Nov 22-Dec  23-Jan 1Q22 2Q22 3Q22 4Q22 2019 2020 2021 2022
Real GDP growth (%) 5.03 7.72 13.67 5.92 7.03 291 2.58 8.02
Registered FDI (USD bn) 1.92 2.05 2.67 2.58 1.66 8.91 5.12 4.67 8.96 38.02 28.53 31.15 27.72
GDP per capita (USD) 3,398 3,521 3,725
Unemployment rate (%) 2.25 2.48 3.22
Export (USD bn) 29.94 30.27 29.50 29.66 25.08 86.01 96.83 96.48 89.50 263.6 282.7 335.7 371.85
Import (USD bn) 28.80 28.00 30.00 29.16 21.48 87.45 97.58 90.71 85.07 254.4 263 331.1 360.65
Export growth (%) 10.35 454  (7.40) (13.96) (21.28)| 1343  21.02 17.22  (6.07) 8.16 7.02 1874 10.61
Import growth (%) 6.45 7.08  (2.04) (8.14) (28.92)| 1517 1572 8.12  (3.90) 7.41 3.81 259 835
Inflation (%) 3.94 4.30 4.37 4.55 4.89 1.92 2.96 3.32 4.41 2.79 3.24 1.84 3.15
USD/VND 23,712 24,839 24,800 23,658 23,449| 22,837 23,139 23,712 23,658 23,173 23,126 22,790 23,650
Credit growth (%) 10.47 11.50 11.50 12.87 NA 4.13 8.51 10.47 12.87 13.75 12.17 12.97 12.87
10Y gov't bond (%) 4.39 4.95 491 5.08 4.59 2.40 3.38 4.39 5.08 3.37 2.01 2.11 5.08
Source: GSO, Bloomberg, FIA, IMF
I
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Appendix

Figure 22. Performances of major export products by month
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Figure 23. Performances of major import products by month
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Figure 24. Vietnam’s trade by country in January of
2023

Figure 25. Vietnam’s change in trade (%YoY) by
country in January of 2023
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Figure 26. Vietnam’s export by product group in
January of 2023

Source: GSO, Vietnam Custom, KIS

Figure 27. Vietnam’s import by product group in
January of 2023
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Global Disclaimer

mnGeneral

This research report and marketing materials for Vietnamese securities are originally prepared and issued by the Research Center of KIS
Vietnam Securities Corp., an organization licensed with the State Securities Commission of Vietham. 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 Vietnam 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"); (i)
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 (© 2023 KIS Vietnam Securities Corp. All rights reserved. No part of this report may be reproduced or distributed in any manner
without permission of KIS Vietnam Securities Corp.
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