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INFLATION HAS YET TO PEAK BUT REAL ACTIVITY SLOWED;
MORE TIGHTENING DONE

May CPI inflation surged to 19.8% y/y from 17.5% in April. Inflation
momentum also increased further, suggesting that headline inflation
has not yet peaked.

Real activity continued to be on a moderate growth path. Meanwhile,
import growth outpaced export growth for the first time in 13 months
and the monthly trade deficit widened further to $1.7bn.

The State Bank of Vietham (SBV) raised its repo rate in May, again by
100bps to 15.0%, but kept its refinancing and repo rates unchanged.
The government now targets 2011 inflation at 15%, and GDP growth
at 6.0%; this is much more realistic than the previous targets of
11.8% and 6.5%, respectively.

The USDVND rate appreciated slightly in May. Noticeably, the implied
NDF yield curves inverted in May, and the 1-month NDF market is not
pricing in a devaluation. Meanwhile, the SBV raised the reserve
requirement ratio on USD deposits and reduced the rate caps on USD
deposit, again.

FEATURED CHARTS OF THE MONTH
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INDUSTRIAL PRODUCTION: MANUFACTURING IP GROWTH SLOWED

o Industrial production (IP) growth surged to 17.6% y/y in May from 13.7% in April as growth in the state
sector jumped. On a momentum measure, IP growth rebounded from a seven-month decline. However,
on a monthly basis, IP climbed 3.4%, down from a 4.5% gain in April. Growth in the dominant non-state
and foreign invested (FDI) sectors stayed somewhat flat.

° Growth in manufacturing industries slowed, led by chemical fertiliser production. Meanwhile, coal
production growth surged to 8.1% y/y, 3mma, whereas crude oil production contracted for the second

straight month.
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STATE INVESTMENT: PUBLIC INVESTMENT REMAINED ELEVATED
° Vietnam’s fiscal setting does not appear to be aligned with its tightened monetary setting. State

investment growth in May fell on a y/y basis, but total investment for the first five months of the year
surged 60.8% ytd, y/y, from a 21.9% gain for the same period last year. Local government investment
increased at ten times the rate of central government investment growth.

° The government aims to cut its investment spending by 9-10% this year.
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CONSUMPTION: REAL RETAIL SALES FELL AGAIN
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Real retail sales growth (CPI adjusted) fell for the fourth straight month to 4.0% y/y in May from 4.6%
in April, even though growth surged in nominal terms. Growth in the dominant domestic sector eased to
4.3%, while that in the FDI sector rebounded to 12.8% from an 8.8% fall in April.

On a momentum basis, real sales growth eased 1.4ppts to 13.6%, 3m/3m saar, in May. Sales growth
momentum of trade and services and tourism fell, while that of hotels and restaurants accelerated.

Real retail sales in both Hanoi and Ho Chi Minh City fell on a monthly basis. Both real wholesale and
retail sales are on a clear downward trend in Hanoi.
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INVESTMENT: REGISTERED FOREIGN INVESTMENT 1S TRENDING DOWNWARD

o May registered FDI inflows dropped to $321m from $1.2bn in April. Disbursed FDI also decreased to
$900m from $1.2bn in the previous month. Total registered FDI inflows fell by 50.6% ytd, y/y, while
FDI disbursement increased by 0.4%.

o In the equity market, negative sentiment continued among domestic investors and the VN Index
slumped to the lowest level in six months. Foreign equity inflows also dropped to $5.4m in May from
$32.2m in April.

o The Ministry of Finance announced in June that investors will be able to buy and sell the same stock
within the same trading day rather than selling three days after purchase, effective 1 August. This is
expected to help improve liquidity on the stock market.
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FOREIGN TRADE: IMPORTS OUTPACED EXPORTS FOR THE FIRST TIME IN 13 MONTHS

100

May export growth dropped to 18.8% y/y from a revised 39.5% gain in April, while imports grew 28.1%,
also down from 37.5% in April. This is the first time in 13 months that imports outpaced exports. As a
result, the trade deficit widened to a 17-month high of $1.7bn.

The domestic sector’s trade deficit eased $200m to $1.7bn in May. Meanwhile, the FDI sector’s trade
surplus fell to $84m from $489m in April as oil exports fell.

However, both export and import growth momentum rebounded from three straight months of decline.

Rising global commodity prices contributed significantly to the widening trade deficit. In particular, the oil
trade deficit contributed 23.7% to the total trade deficit in the first five months of 2011.

The trade deficit with China decreased in the first four months of this year, but still contributed 85.0% to

the total figure.
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EXPORTS: GROWTH FELL SHARPLY

o Export growth fell to 18.8% y/y in May from a revised 39.5% in April as growth in both the domestic
and FDI sectors eased. However, on a monthly basis, exports climbed 0.8% from a 0.1% decline
in April.

o The decline in growth was led by crude oil and rice exports. May oil exports fell 3.9% y/y, 3mma in

volume and thus its value growth eased to 40.9% from 56.6% in April. Meanwhile, rice export growth
fell for the fifth straight month to 5.6% from 11.5% in the previous month.

° Among major manufactured products, textiles, garments and footwear export growth remained strong,
but computer and electronics exports fell for the fourth consecutive month on a y/y, 3mma basis.

° In terms of destination, exports to the EU and the U.S. remained strong, with each accounting for
17.6% of total exports in the January to April period. Meanwhile, exports to China increased sharply to
about 64.0% y/y, 3mma in April.
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IMPORTS: PETROLEUM IMPORTS DROPPED

Import growth eased 8.6ppts to 28.1% y/y in May as growth in both the domestic and foreign invested
sectors fell. However, on a month-on-month basis, May imports climbed 3.0%, up from 0.8% in April.

Petroleum imports continued to account for the largest share of total import growth, but growth eased
to 52.2% y/y in May from 86.7% in April. Growth of other major imports remained strong.

In terms of origin, imports from ASEAN grew the quickest by 40.0% ytd, y/y in April. Chinese imports
are slowing with growth declining to 28.0%.

Separately, gold imports increased 28.0% y/y to $878m in Q1, according to the World Gold Council
(WGC). The WGC also said that Vietham’s y/y demand for gold jewelry and gold bullions for investment
increased by 7ppts to 5.5 tons and 1ppts to 14.2 tons, respectively in Q1. Gold import data are not

published in Vietnam.

In an effort to curb the trade deficit, the Ministry of Industry and Trade will tighten procedures for auto
imports, effective 26 June. It has also restricted imports of mobile phones, alcohol and cosmetics at
three major seaports, effective 1 June.

100 - Vietnam - Imports by Sectors 3.5 Vietnam - Imports
w7y) ($bn)
80 1 3.0
60 - 2.5
407 2.0
201 1.5
o
1.0
-20 A
-40 4 0.5
-60 - 0.0

Feb May Aug Nov Feb May Aug Nov Feb May Aug Nov Feb May

Feb May Aug Nov Feb May Aug Nov Feb May Aug Nov Feb May

08 08 08 08 09 09 09 09 10 10 10 10 11 11 08 08 08 08 09 09 09 09 10 10 10 10 11 11
Total e Domestic === Foreign Invested B Machinery & Spare Parts H Garments W Petroleum Steel
200 4 Vietnam - Imports 150 4 Vietnam - Imports
/y) /y)
150 - 120 7
90 -
100 -
60
50 -
30 A
0
O,
-50 - -30
-100 - -60 -

Feb May Aug Nov Feb May Aug Nov Feb May Aug Nov Feb May
08 08 08 08 09 09 09 09 10

e=Petroleum

Feb May Aug Nov Feb May Aug Nov Feb May Aug Nov Feb May
08 08 08 08 09 09 09 09 10 10 10 10 11 11

== Machinery & Spare parts

10 10 10 11 11
Steel (RHS)

Chemical Products

Electronic Products Garments

Vietnam -Contribution to Import Growth by Product

25 100 - Vietnam - Imports by Origin
(%) (y/y 3mma)
20 1 80 -
154 60 -
10 - 40 A
5 A 20 A
0 - 0
-5 -20 A
I
-10 7I -40 A
_15 - -60 -

Jan Mar May Jul Sep Nov Jan

Mar May Jul Sep Nov Jan Mar May Feb May Aug Nov Feb May Aug Nov Feb May Aug Nov Feb May

09 09 09 09 09 09 10 10 10 10 10 10 11 11 11

B Machinery M Electronics B Garments M Petroleum

Sources: CEIC, ANZ Research

08 08 08 08 09 09 09 09 10 10 10 10 11 11
Japan ——— ASEAN

l‘lNZ\

———China



ANZ Vietnam Monthly Chartbook / 8 June 2011 / 8 of 11

PRICES: CPI INFLATION SURGED AGAIN. MORE REALISTIC TARGET SET

° CPI inflation surged to 19.8% y/y in May from 17.5% in April. On a monthly basis, inflation climbed
2.2%, down from 3.3% in April.

° Prices in all sub-categories rose on a monthly basis, bar post and telecommunications. Food and
foodstuff prices rose 28.3% y/y, up from 24.4% in April, and contributed 11.3ppts to total CPI inflation.
Non-food, non-fuel inflation climbed 10.4% y/y in May, compared with 10.0% in April.

° Our measure of CPI inflation momentum surged to 27.0% 3m/3m, saar in May, suggesting that headline
inflation has not yet peaked. We expect inflation to peak in Q3 at above 22.0%.

° The government revised up its 2011 inflation target to 15.0% y/y, from 11.8% previously, and revised
down its 2011 real GDP growth target to 6.0% from 6.5%. ANZ views these as much more realistic,
though still difficult targets, and will require more tightening measures to be achieved.
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RATES AND FOREIGN EXCHANGE: THE DONG REMAINED STABLE IN MAY, NEW FX RULES IN PLACE

Rates: The SBV raised its repo rate by 100bps to 15.0% in May, but kept its refinancing and
rediscounting rates unchanged at 14.0% and 13.0%, respectively. Overnight interbank interest rates
moved up to 13.2% in May from 13.0% in April (on average).

Foreign exchange: The VND appreciated 0.4% against the USD from the end of April. Noticeably, the

implied NDF yield curves inverted in May: the dong’s implied one-month NDF discount fell to 1.0% from
2.1% in April; while its implied 12-month NDF discount fell to 10.9% from 13.3%.

The SBV lowered the interest rate caps on USD deposits to 2.0% for retail investors and 0.5% for

institutions, from 3.0% and 1.0%, respectively; and raised the required reserve ratios for USD deposits
by 1ppt and requires state-owned firms to sell their foreign currency holdings to banks, starting in July.

Government bond yields increased to 12.6-12.8% from 12.0-12.5% in April, as inflation quickened.

ANZ Assessment: The lowered remuneration in USD holdings will support the dong in the near term,

reduce dollarisation in the economy and so help control inflation, albeit modestly. We maintain our
expectation for another 100bp key interest rate hike to effectively rein in inflation.
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distribution or re-distribution of this document in the PRC. Accordingly, the products and services of such an ANZ entity are not being offered
or sold within the PRC by means of this document or any other document. This document may not be distributed, re-distributed or published
in the PRC, except under circumstances that will result in compliance with any applicable laws and regulations.

Hong Kong. This document is distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered by the Hong Kong Securities
and Futures Commission to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance)
regulated activities. In Hong Kong, this document may only be made available to “professional investors” in accordance with Part 1 of
Schedule 1 to the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong). Please note that the contents of this document
have not been reviewed by any regulatory authority in Hong Kong. If you are in any doubt about any of the contents of this document, you
should obtain independent professional advice.

Japan. The information contained in this document is only for informational purposes. No information in this document constitutes a
solicitation, an offer, or a recommendation or advice to buy or sell or not to buy or sell any product, instruments or investment, to effect any
transactions, or to conclude any legal act of any kind whatsoever. When making any decision about your investments, you should seek the
advice of a professional legal, tax and/or financial advisor.

Singapore. This document is distributed in Singapore by the Singapore branch of ANZ solely for the information of “accredited investors”,
“expert investors” or (as the case may be) “institutional investors” (each term as defined in the Securities and Futures Act Cap. 289 of
Singapore). ANZ is licensed in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a financial adviser’s
licence under Section 23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters arising from, or in connection
with the distribution of this document in Singapore, contact the ANZ Chief Economist, Asia, with the contact details provided in this document.

Taiwan. This document is distributed in Taiwan by the Taipei branch of ANZ, which is registered as a bank and holds a securities investment
consulting enterprise license issued by the Taiwan Financial Supervisory Commission. In Taiwan, this document may only be made available to
ANZ customers who have requested or have consented to receive distribution of this document and who have entered into a securities
investment consulting agreement with ANZ. The information contained in this document is only for informational purposes. No information in
this document constitutes a solicitation, an offer, or a recommendation or advice to buy or sell or not to buy or sell any product, instruments
or investment, to effect any transactions, or to conclude any legal act of any kind whatsoever. When making any decision about your
investments, you should seek the advice of a professional legal, tax and/or financial advisor.

United Kingdom. This document is being distributed in the United Kingdom by ANZ solely for the information of its eligible counterparties
and professional clients (as defined by the FSA). It is not intended for and must not be distributed to any person who would come within the
FSA definition of “retail clients”. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have under the UK
Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the FSA.
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IMPORTANT NOTICE

United States. If and when the material accompanying this disclaimer is received by any US persons or other persons within the United
States or its territories or possessions, the following statements are applicable: This document is being distributed in the United States by
ANZ Securities, Inc. (“ANZ S”) (an affiliated company of ANZ), which accepts responsibility for its content. Further information on any
securities referred to herein may be obtained from ANZ S upon request. Any US person(s) receiving this document and wishing to effect
transactions in any securities referred to herein should contact ANZ S, not its affiliates.

This document is issued on the basis that it is only for the information of the particular person to whom it is provided. This document may not
be reproduced, distributed or published by any recipient for any purpose. Nothing in this document constitutes a representation that any
investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise
constitutes a personal recommendation. This document does not take into account your personal needs and financial circumstances. Under
no circumstances is this document to be used or considered as an offer to sell, or a solicitation of an offer to buy. None of the services and
products referred to in this document is intended for nor available to persons resident in any country, state and jurisdiction where it would be
contradictory to local law or regulation to offer such services and/or product. Such local laws and regulations always apply with non-exclusive
jurisdiction of local courts. The recipient should seek its own financial, legal credit, tax and other relevant advice and should independently
verify the accuracy of the information contained in this document.

In addition, from time to time ANZ, ANZ NZ, ANZ S, their affiliated companies, or their respective associates and employees may have an
interest in any financial products (as defined by the Australian Corporations Act 2001 and any other applicable law), securities or other
investments, directly or indirectly the subject of this document (and may receive commissions or other remuneration in relation to the sale of
such financial products, securities or other investments), or may perform services for, or solicit business from, any company the subject of
this document. If you have been referred to ANZ, ANZ NZ, ANZ S or their affiliated companies by any person, that person may receive a
benefit in respect of any transactions effected on your behalf, details of which will be available upon request.

The capabilities described herein are not necessarily available in all jurisdictions and the provision thereof is subject to licensing, regulatory
and other limitations.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views expressed in
this document accurately reflect the author’s personal views, including those about any and all of the securities and issuers referred to herein.
The author however makes no representation as to its accuracy or completeness and the information should not be relied upon as such. All
opinions and estimates herein reflect the author’s judgement on the date of this document and are subject to change without notice. No part
of the author's compensation was, is or will directly or indirectly relate to specific recommendations or views expressed about any securities or
issuers in this document. ANZ, ANZ NZ, ANZ S, their affiliated companies, their respective directors, officers, and employees disclaim any
responsibility, and shall not be liable, for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”) arising directly or
indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in connection with the contents of and/or any
omissions from this communication except where a Liability is made non-excludable by legislation.

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure
or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender
therefore does not accept liability for any errors or omissions in the contents of this publication, which may arise as a result of electronic
transmission

Where the recipient of this publication conducts a business, the provisions of the Consumer Guarantees Act 1993 (NZ) shall not apply.
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