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Country update: Vietnam
Vietnamese stocks have surged to new highs in absolute terms and outperformed their frontier and
emerging market peers for several years. Since 2017, the Ho Chi Minh Stock Exchange Index is
+130.5%, during the same period the MSCI Emerging Markets are +17.9% and +39.6% respectively.
More recently, Vietnamese stocks have also been a relative harbinger of resilience in a period
fraught with geopolitical risk and macro uncertainty. For global investors, Vietnam represents an
attractive secular growth story with the opportunity for near-term positive catalysts.
a higher global market share, but to do it at a faster
speed than even its competitors.
In addition, this secular growth trend has also been
supported by short-term developments. Since 2018,
Vietnam has capitalised on trade tensions between
the United States and China. As a result, Vietnam
has grown from a low position to become one of the
largest exporters within Asean over the last 15
years.
Source: Bloomberg

Vietnam’s strong fundamentals are helping to deliver
growth and raise productivity. The country has
benefited from having one of the youngest
populations in Asean1, with an average age of 32.5
years2 and a high literacy rate (circa 95%)3. These
dynamics, coupled with high levels of capital
investments, have resulted in the country
experiencing superior productivity gains relative to
most other developing countries.

Source: BCA Research (Labour productivity per person employed, shown as a 3year moving average)
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Vietnam’s positive trade balance has often come
under pressure because of its reliance on certain
exports, such as phones and spare parts. Demand
for such components has waned recently due to
already high mobile phone penetration in major
economies. Nonetheless, what is often missed, is
that Vietnam imports many of the materials required
to produce its exported goods. Thus, when exports
related to phones and spare parts are slowing,
imports do tend to shrink in tandem, resulting in a
softening impact on the overall trade balance.

Vietnam's competitiveness has also been aided by
the fact that wage growth has been lower relative to
other major export competitors (e.g. China and
Bangladesh). This has enabled it not only to achieve

Vietnam’s competitive cost edge coupled with
friendly government policies has also resulted in it
becoming a destination of choice for global
manufacturers. Brands such as Panasonic, Google,
Sharp, LG Display have all invested into the region,
seeking to diversify supply chains. Foreign direct
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Association of Southeast Asian Nations - An intergovernmental association
of 10 member states in Southeast Asia, with the aim of promoting economic,
political and socio-cultural progress in the region and among member states.

PopulationStat, 2022. https://populationstat.com/vietnam/

3

Statista, 2021. https://www.statista.com/statistics/1008115/vietnamliteracy-rate-of-adults/

1/3

NPB Neue Privat Bank AG

investment has been resilient and is becoming more
diversified as time goes on.
Government policy has not only been supportive to
foreign investment. A $15.3bn (4% GDP) stimulus
package has been approved for 2022-2023. This
package is centred on providing aid to those severely
affected by the COVID-19 pandemic, especially
businesses as well as expanding infrastructure
expenditure. The country is targeting a gross
domestic product expansion of 6.0% - 6.5%, in line
with their five-year pre-pandemic average. The latest
package is a further sign of the government’s
commitment to ensure sustainable growth and
macroeconomic stability at a time when most Asean
countries are reducing their economic stimulus
programmes.
Vietnam is also attractive amongst its peer group
because of its capital market characteristics. The
country has a total equity market capitalisation
higher than some Emerging Markets, for example
Poland, Kuwait and Pakistan. Having a larger market
capitalisation than other frontier markets, and
similar to many Emerging Markets, is important
because it gives investors a relative degree of
comfort that they are not investing in the smallest
companies within the region.
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Despite such positive tailwinds, to date Vietnam has
mainly been supported by a domestic investor base,
with foreign ownership being somewhat subdued.
This situation, however, could be set to change in the
coming years, as there is motivation for Vietnam to
be upgraded to the FTSE EM Index and later MSCI
EM Index. Such reclassification may trigger a market
rally driven by increased foreign fund flows. By
comparison, when Saudi Arabia and Kuwait were
upgraded, this resulted in a 20%-30% subsequent
rise. What is more, the fact that the Vietnamese
equity market trades at a discount to Asean peers
(based on an earnings per share basis) suggest this
potential catalyst is yet to be priced in.

Source: Bloomberg
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In terms of liquidity, Vietnam’s profile has
dramatically improved over the last few years and is
even higher than some Emerging Markets and
Emerging European countries. Taken together, i.e.
size and depth of the markets, Vietnam arguably
offers a frontier growth opportunity but with better
quality market dynamics than what one would
usually expect.

In conclusion, Vietnam’s young labour force,
superior productivity gains, business friendly
government policies are some of the reasons which
make it stand out and help to qualify the
outperformance amongst peers. These secular
drivers are reason to be structurally long the market.
However, what is more interesting in the near term
is the potential index re-classification and the
market opening to a new foreign investor base.
Vietnam is thus a secular growth story with a near
term catalyst at a discounted valuation which in a
backdrop of uncertainty warrants a closer look.
Nathan Dodson, CFA
Global Head of Advisory
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Source information: Unless otherwise stated, the data used in this publication are from NPB and Bloomberg, as at publication date.
Legal notice: This publication is for information purposes only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or
other specific product. The analysis contained herein does not constitute a personal recommendation or take into account the particular investment
objectives, investment strategies, financial situation and needs of any specific recipient. All information and opinions expressed in this document were
obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy or
completeness. All information and opinions as well as any forecasts, estimates and market prices indicated are current as of the date of this report, and
are subject to change without notice. This document may contain personal opinions which do not necessarily reflect the position of any member of the
NPB group. Although information in this document has been obtained from sources believed to be reliable, no member of the NPB group represents or
warrants its accuracy, and such information may be inaccurate, incomplete or condensed. Any opinions in this document are subject to change without
notice.
For External Asset Managers/External Financial Advisers ("EAM"): In case this publication is provided to an EAM, NPB expressly prohibits that it is
redistributed by the EAM and is made available to its clients and/or third parties. By receiving this publication the EAM confirms that it will make its own
independent analysis and investment decisions and that it is its responsibly to ensure that any information provided is in line with its own clients'
circumstances (e.g. form a risk, legal, regulatory, tax or other consequence).
If you have received this document from NPB (Middle East) Limited ("NPB ME"), please note the following: NPB ME is regulated by the Abu Dhabi Global
Market Financial Services Regulatory Authority ("FSRA"). This material is intended for "Professional Clients" only, as defined in the FSRA Conduct of
Business Rulebook (COBS). NPB ME's registered address is: Floor 6, Al Khatem Tower, Abu Dhabi Global Market Square, Al Maryah Island, Abu Dhabi,
United Arab Emirates.
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