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Vietnam makes progress towards achieving economic plans

®  GDP growth within target range, with labour
productivity growth above target

® GDP per capita among those goals looking difficult to
meet

® Manufacturing PMI signals ongoing strength in
industrial sector

As Vietnam reaches the halfway point in its latest five-
year cycle, a number of the goals set out by the
government in early-2016 look set to be achieved by
2020, helped by a strong economic performance over
the past two years. Particularly promising are targets
being met for GDP growth and labour productivity.
That said, there are still some areas which are looking
trickier, such as GDP per capita. This note analyses
how the economy is performing with regards to the
five-year targets.

GDP growth matching expectations

The government’s headline target revolves around
GDP growth, and trends here look promising. The
Vietnamese government aims for expansions
averaging between 6.5% and 7.0% over the 2016-
2020 period. Vietham was one of the fastest-growing
economies in the world in 2017 with growth of 6.8%,
and official data signalled a 7.4% annual increase in
output in the first quarter of 2018. IHS Markit currently
forecasts growth of 6.7% for the year as a whole,
suggesting that the overall target is within reach.

Overall GDP has been boosted by a strong
performance of the industrial sector, backing up the
trends signalled by the Nikkei manufacturing PMI,
compiled by IHS Markit. PMI data have signalled rises
in manufacturing output in all but one month over the
past year-and-a-half amid strong and sustained new
order growth. The survey responses indicate that the
competitiveness of Vietnamese firms has enabled
them to take advantage of a supportive global
economic environment to secure greater volumes of
new export orders. In fact, April saw growth of new
business from abroad quicken to a six-month high.
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The strong performance of the economy in 2017
meanwhile helped to bring the government’s budget
deficit below its 4% target for the first time in five years.

Government Budget Balance

Central gov't budget balance, % of GDP

Source: General Statistics Office

Other targets which look set to be met are those on
labour productivity and social investment capital, with
the productivity of Vietnamese workers improving
particularly sharply (see Appendix for more details).

GDP per capita below target

Not all of the targets look set to be achieved, however.
The proportion of GDP accounted for by industry and
services remains below target as agriculture continues
to be a key sector. Linked to this, the rate of
urbanisation is also failing to rise at the desired pace.

Despite GDP growing strongly, the increase in part
reflects population growth, and the level of GDP per
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capita looks set to undershoot the target. That said, the
pace of increase has accelerated in each of the past
two years, providing hope that the goal could still be
achievable within the government’s time-frame.

GDP per Capita
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In summary, halfway through the five-year period, the
Vietnamese economy looks on track to meet at least
some of the goals set out by the government in 2016.
Given the openness of the Vietnamese economy to
foreign trade and investment, much will depend on
how the global economy performs over the next two-
and-a-half years. Therefore, IHS Markit's global PMI
data, including the Nikkei Vietham Manufacturing PMI,
will provide timely health checks.
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Appendix

Below is a table outlining progress towards each of the nine socio-economic targets, where data are available. Data
are sourced from the General Statistics Office of Vietham and the World Bank.

Latest Year (2017 Performance so far

Indicator Topic Target unless stated) (2016 onwards) Achievability™

1 Average annual growth of GDP 6.5%-7% 6.8% 6.5% 2

2 GDP per capita in 2020 $3,200 - 53,500 52,385 6.4% growth 3

3 Proportion of GDP in Industry and Services 85% 77% 76% 4

4 Total Social Investment Capital as % of GDP 32%-34% 33.3% 33.2% 1

5 State budget deficit as % of GDP in 2020 4% 3.5% 3.8% 2

6 Fall in Energy Consumption as a % of GDP 1%-1.5% 5.1% (2013)

7 Rate of Urbanisation by 2020 38%-40% 34.2% (2016) 34.2% 4

8 Total Factor Productivity (TFP) contribution to growth 30%-35% Unable to source data

9 Average annual increase in labour productivity 5% 6.0% 5.7% 1
*Scole of 1to 5 where 1is most achievable
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