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1. Viet Nam Today
• Population – 86.0 million

• Total GDP - $96.4 billion

• GDP Per capita - $1,121

• “State sector” share in the economy is below 50%

• Industry and services comprise 80% of GDP

• Very open economy

• Rapid chances in the economic systems

• “Project 30” to reduce “red tapes” is rigorously being 
implemented



Development Pattern
Viet Nam is one of Asia's fastest growing economies 

•Growth of real GDP averaging 
7.4% during 1989-2008

•Real GDP growth moderated to 
6.2% in 2008, and 5.3% in 2009 

•Poverty incidence has declined 
from 58.1% in 1993 to 12.1% in 
2009

•Economy is recovering to achieve 
growth of 6.5-6.7% in 2010



Key Factors of Development 
•Rapid economic growth accompanied sharp 
decline in poverty

•A broad range of economic and institutional 
reforms

•Market-oriented reforms involved partial 
privatization of state-owned enterprises, 
liberalization of markets

•Increasingly integrated into the global 
economy



Development Framework
• Middle income country by 2010, and industrialized 

nation by 2020

• Socio Economic Development Plan 2006-2010 
called for $140 billion investment

• WTO Accession

• Integration into global economy

• Efficiency as the basis of competitiveness

• Not just a trade policy



Viet Nam 2010

• Middle Income Country

• Chair of ASEAN

• PRC-ASEAN FTA

• India-ASEAN FTA

• 1000th Anniversary of Ha Noi



2. An Urgent Topic: Why 
Vietnamese Economy is 
under Pressure Now?



Viet Nam performing well in the global crisis…

Growth of GDP in Selected Countries, 2003-2009 (%)

Source: Staff calculations based on CEIC data.

5.3%



… with GDP growth consolidating in 2010

Viet Nam: Growth of GDP, 1Q08 – 2Q10
(Relative to the same period a year earlier, %)

Source: General Statistics Office.



Source: General Statistics Office.

Inflation stabilizing…

Viet Nam: Inflation, Jan 2008-Sep 2010 
(Relative to the same period a year earlier, %)
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Sources: State Bank of Viet Nam, ADB estimates.

… and credit grow th moderating
Growth of money and banking indicators, 1Q07 – 2Q10 , %
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Exports rebounding w ith smaller deficit 

Sources: General Statistics Office, ADB staff computations.

Trade Value, 1Q08 – 2Q10 
(US$ billion)
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13-month moving average.

Sources: Staff calculations based on DOTS data.

Viet Nam: Exports growth1

January 2006 – April 2010 (y-o-y, %)

Exports to China surging, and…
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Viet Nam: Trade with the PRC and Hong Kong, China

Sources: Staff calculations based on DOTS data.

… possibly expanding further in the future

USD Billion
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Note *: Excludes the Government's foreign exchange deposits at the State Bank of Viet Nam and the foreign exchange counterpart of 
swap operations

Sources: State Bank of Viet Nam, IMF, ** ADB estimates.

Current account and Reserves, 1Q09 – 2Q10 

Current account and reserves improving
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Viet Nam: Fiscal and current deficit, (% of GDP)

Sources: Asian Development Outlook database.

Fiscal and current account deficits to fall
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Source: General Statistics Office.

… yet monthly inflation rising in September

Viet Nam: Inflation, Jan 2008-Sep 2010 
(m-o-m, %)

1.31%
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Inflation substantially higher than regional 
countries

Inflation in Selected Countries, 2003-2009 (%)

Source: Staff calculations based on CEIC data.
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Source: State Bank of Viet Nam.

Downward pressure on dong persisting
Exchange rate, January 2008 – September 2010, VND/US$
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….particularly since 
September 2010



Key Considerations (1)

• Fundamentally, Vietnamese economy is making 
steady growth

• Inflation picked up from September (1.31%) 
October (1.05 %) and November (1.86%), YoY 
rate reached 11.09%. Increase in food prices 
(20.45%) is the major cause

• Trade deficit is decreasing

• In any case, structural balance is positive: 
should not be any pressure on the currency 
from the actual demand side



Key Considerations (2)
• For Vietnam, trade deficit is not really an issue

• Increase in global gold prices pushed up the price 
of USD in Vietnam

• Rapid increase in the capital flow in 2010 escaped 
Vietnam

• Need for further fiscal consolidation

• Need for further monetary tightening

• Need for greater information disclosure



Global Inflationary Pressure 
Currency vs 
USD

Stock Market 
Index

Inflation

India +1.3 +9.6 8.6
PRC +2.4 +12.0 4.4
S. Korea +0.9 +13.0 4.1
Thailand +10.0 +35.0 2.8
Philippines +5.3 +33.0 2.8
Indonesia +4.7 +44.0 5.7
Malaysia +8.6 +17.0 2.0
Singapore +6.5 +9.0 3.5
Australia +7.4 -5.6 2.8

Source: WSJ Market Data Group, Nov 10                 YTD change (%)   



3. Public and External Debt

• Viet Nam’s public/external debts are 
moderate

• ODA is relatively small in comparison to 
total GDP – Disbursement is $3-3.5 billion a 
year

• No major issues anticipated with public 
debt



Viet Nam’s external public debt and debt service 
from 2005-2009 

2005 2006 2007 2008 2009

Total external public 
outstanding debt (*) (in million 
USD) 14,208 15,641 19,253 21,816 27,929

Total external outstanding debt 
/ GDP (%) 26.9 25.8 27.1 24.9 30.2

External public debt service
(in million USD) 698 765 886 1,104 1,290

Government external debt 
service / Budget revenue (%) 4.1 3.7 3.6 3.5 5.1

Note: External public debt consists government and government guaranteed 
external debt

Source: Ministry of Finance of Viet Nam and ADB staff’s computation



Public Debt of Viet Nam in September 2010

Public debt $50,716,438,356 

Public debt per person $578.64 

Population 87,591,780

Public debt as % of GDP 51.70%

Total Annual debt change 12.30%

Viet Nam’s public debt is expected to quicken to 56.7% of GDP by the end 
of December 2010, released by MOF. 

Source: http://www.fpts.com.vn/EN/News/Domestic-News/Economic-Financial-News/2010/10/3B9CEFB2/



Public debt in Viet Nam in % of GDP in rank with 
some countries (estimated at the end of 2009)

Rank Country % of GDP

1 Zimbabwe 282.6

2 Japan 192.9

9 Singapore 110

35 Philippines 57.3

41 Malaysia 53.3

43 Viet Nam 52.4

56 Thailand 44.6

92 Indonesia 27.4

110 China 16.9

Source: CIA The World Factbook.



SHARE OF ODA IN GDP FROM 1993 TO 2009
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4. Global and Regional Economy

• Global condition improved but still fragile

• Developing Asia recovered with speed and 
vigor

• Current account surplus reducing and capital 
account surplus increasing



Global conditions improved, 
but still fragile
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Risks to the global outlook
Threat of another contraction

Continued weakness of the US housing market

Risk of insolvency and default in eurozone

Spikes in commodity prices

32



Developing Asia recovered 
with speed and vigor…
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…due to a favorable mix of 
factors

Strong export recovery

Robust private demand

Sustained effects of 
stimulus policies
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…with variations across economies
Subregion/Economy 2009 2010 2011

ADO 
2010

Update ADO 
2010

Update

Central Asia 2.7 4.7 5.1 5.9 5.7
East Asia 6.1 8.3 8.6 7.7 7.7
China, People’s Rep. 

of
9.1 9.6 9.6 9.1 9.1

Hong Kong, China -2.8 5.2 5.8 4.3 4.3
Korea, Rep. of 0.2 5.2 6.0 4.6 4.6
Taipei,China -1.9 4.9 7.7 4.0 4.0

South Asia 6.7 7.4 7.8 8.0 7.8
India 7.4 8.2 8.5 8.7 8.7
Pakistan 1.2 - 4.1 - 2.5

Southeast Asia 1.3 5.1 7.4 5.3 5.4
Indonesia 4.5 5.5 6.1 6.0 6.3
Malaysia -1.7 5.3 6.8 5.0 5.0
Philippines 1.1 3.8 6.2 4.6 4.6
Singapore -1.3 6.3 14.0 5.0 5.0
Thailand -2.2 4.0 7.0 4.5 4.5
Viet Nam 5.3 6.5 6.7 6.8 7.0

The Pacific 3.7 3.7 4.3 5.0 5.1
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Inflation remained stable
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Current account surplus 
declining

4.74.13.7
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Foreign exchange holdings 
rising

38

ASEAN4=Indonesia, Malaysia, Philippines, and Thailand.



Strong rebound in capital 
flows 
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Exchange rates under 
appreciation pressure

40

% change from 
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5. For Future Growth of the Region

• Trade

• Human Capital

• Infrastructure

• Financial Development



Trade
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Central Asia=Armenia, Azerbaijan, Georgia, Kazakhstan, 
Kyrgyz Republic, Tajikistan, Turkmenistan, and Uzbekistan.
Southeast Asia=Brunei Darussalam, Cambodia, Indonesia, 
Lao PDR, Malaysia, Myanmar, Philippines, Singapore, 
Thailand, and Viet Nam.
South Asia=Afghanistan, Bangladesh, India, Maldives, 
Pakistan, and Sri Lanka.
Northeast Asia=Hong Kong, China; People’s Republic of 
China; Japan; Republic of Korea; Mongolia; and Taipei,China.
The Pacific=Fiji Islands, Papua New Guinea, Samoa, Solomon 
Islands, Tonga, and Vanuatu.
East Asia=Northeast and Southeast Asia.



Trade policy should:

Take full advantage of potentially large 
domestic consumption and intraregional trade

Expand the base of domestic production and 
diversify exports for Asia’s weaker economies
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Human capital
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Infrastructure
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SIN=Singapore; HKG=Hong Kong, China; TAP=Taipei,China; 
KOR=Republic of Korea; MAL=Malaysia; THA=Thailand; 
AZE=Azerbaijan; SRI=Sri Lanka; PRC=People’s Republic of China; 
KAZ=Kazakhstan; CAM=Cambodia; TAJ=Tajikistan; PAK=Pakistan; 
IND=India; INO=Indonesia; PHI=Philippines; VIE=Viet Nam; 
BAN=Bangladesh; NEP=Nepal; MON=Mongolia; JPN=Japan; 
USA=United States



Financial development
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6. Viet Nam in the Regional 
Context

• Regional Public Goods

• ASEAN, ASEAN+1, 3, 6

• Greater Mekong Subregion Regional 
Cooperation Program



Changing context
• WTO Accession and globalization

• Not just a trade issue but economic policy 
issue

• Changing Asia and the region

• Current global financial sector crisis 

• ASEAN Economic Community by 2015

• Changing role of People’s Republic of China

• GMS Program as a “building block” of Regional 
Integration
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ASEAN Economic Integration
Goal: Integrate economies and establish an ASEAN 
Economic Community by 2015.  

Vision: A single market and production base with 
(i) free flow of goods, services, investment, skilled 
labor, and (ii) freer flow of capital.

In 2007, an AEC blueprint (with action plans and 
targets) was prepared to expedite the integration 
process.

Master Plan on ASEAN Connectivity: Endorsed on 
28 October 2010 at ASEAN Summit. Plan of action 
for 2011-2015 to connect ASEAN through 
enhanced physical infrastructure, effective 
institutions, mechanisms and processes, and 
empowered people.

Presenter
Presentation Notes
An important step in ASEAN’s development was made at the ASEAN Summit in Bali in October 2003.

ASEAN leaders agreed to integrate their economies and establish an ASEAN Economic Community (AEC) by 2020 (later accelerated to 2015).  

The AEC envisaged to be a single market and production base where there is free flow of goods, services, investments, freer flow of capital and skilled labour.

Economic integration in ASEAN began seriously with the signing of AFTA in 1992. Prior to this, economic cooperation/projects had not really taken off.
Basic idea of AEC is about achieving a higher level of regional economic integration that what exists today. 

In 2007, an AEC blueprint (with action plans and targets) was prepared to expedite the integration process.    
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Challenges for ASEAN Economic 
Integration

• Tariff reduction to non-tariff barriers, 
including trade facilitation, e.g. ASW 
goals

• Risk mitigation of 1997 crisis to robust 
financial and capital markets integration

• Development divide and increased 
competitive pressures

• Risk of loss of centrality in regional 
architecture



Necessary Ingredients for integration

Increased physical connectivity

New initiative on ASEAN Connectivity

Basic aspects of Master Plan:

physical connectivity

 institutional connectivity

people-to-people connectivity

51

Presenter
Presentation Notes
The ASEAN countries have clearly realized that to be able to achieve and operationalize integration the key prerequisite is enhanced regional connectivity. This will bring about the enhanced trade, investment, tourism, people-to-people exchanges, and development that are key in realizing the ASEAN Community by 2015. 
In this regard, the initiative on ASEAN Connectivity was given a prominent place in the 16th ASEAN Summit in Hua Hin, Thailand last year and eventually translated into a Master Plan that was adopted by the 17th ASEAN Summit held in Ha Noi this year.

The Master Plan is both a strategic document for achieving overall ASEAN Connectivity and a plan of action for immediate implementation for the period 2011-2015 to connect ASEAN through:
 
physical connectivity -- This calls for the upgrading of existing and construction of new infrastructure – including transport, energy, telecoms and ICT, and logistics facilities, the harmonisation of regulatory framework, and the nurturing of innovation culture.
 institutional connectivity – this involves establishing effective institutions, mechanisms and processes to address impediments to movements of vehicles, goods, services and labor. These include continuing to address non-tariff barriers, harmonise standards and conformity assessment procedures, and operationalise key transport facilitation agreements, including the ASEAN Framework Agreement on the Facilitation of Goods in Transit, ASEAN Framework Agreement on the Facilitation of Inter-State Transport (AFAFIST), and ASEAN Framework Agreement on Multimodal Transport (AFAMT), and implementation of National Single Windows and eventually  the ASEAN Single Window by 2015. The also include pursuing the ASEAN Single Aviation Market and an ASEAN Single Shipping Market. 
people-to-people connectivity – This involves promoting deeper intra-ASEAN social and cultural interaction and understanding through community building efforts and, greater intra-ASEAN people mobility through progressive relaxation of visa requirements and development of mutual recognition arrangements (MRAs)
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Subregional Programs as Building 
Blocks of ASEAN Integration

• Subregional frameworks such as GMS, BIMP-
EAGA and IMT-GT are building blocks to 
regional integration/2015 AEC

• GMS’s bottom-up and project based approach 
is a pace-setter to ASEAN

• BIMP-EAGA and IMT-GT are also being 
reinvigorated as a result of the recent crisis 

Presenter
Presentation Notes
As already mentioned,  ADB has been supporting parallel efforts in connectivity and integration in 3 major  sub-regional cooperation programs, involving ASEAN member countries and Dialogue Partners. These are:
 
The Greater Mekong Sub-region (GMS), comprising of Cambodia, Lao PDR, Myanmar, Thailand, Viet Nam, and China (the only non-ASEAN member);
The Brunei Darussalam, Indonesia, Malaysia, and the Philippines-East ASEAN Growth Area (BIMP-EAGA); and
The Indonesia, Malaysia and Thailand-Growth Triangle (IMT-GT).

These  subregional programs, being made up of fewer and more geographically contiguous countries  with largely common cultural heritage, as compared with the larger ASEAN membership, can serve as a "test bed" of innovative approaches to expedite regional economic integration and act as building blocks towards realizing the AEC by 2015. 
These three subregional programs could assist ASEAN in delivering on both the software and hardware goals of the AEC through "bottom-up" projects  and technical assistance.
The 3 subregional programs also play an important role in narrowing the wide development gap that exist in ASEAN, as much focus is given, for instance too the CLMV countries.
GMS is the showcase example, with its pargmatic and bottom-up approach being a pace-setter among the subregional programs.
However, BIMP-EAGA and IMT-GT are also breaking new ground
Operational outcomes endorsed by BIMP-EAGA leaders and IMT-GT Ministers: 12 priority projects for BIMP-EAGA worth $1 billion and 8 priority projects for IMT-GT worth $2.5 billion




GMS Strategic Framework for 
Railways  

Ensuring that all GMS countries are 
connected to a GMS rail network by 2020
Promoting the development of a seamless 

rail network:
oCommon technical standards of 

interoperability
oStreamlining and harmonizing procedures for 

cross-border movement of goods and people
oRegional operating rules and safety standards
oConnection to other modes of transport

Presenter
Presentation Notes
While the Strategic Framework recognizes the continued importance of investments in constructing new lines, both national lines and cross-border interconnections, it also emphasizes the other requirements for seamless cross-border rail traffic, such as: compatible and mutually recognized technical and operational standards; the provision of procedures and facilities for trans-shipment; and harmonized and simplified immigration, customs, and health clearance procedures for cross-border flows of goods and people.
 
The priority actions proposed by the Strategic Framework toward achieving the ultimate goal of an efficient and interconnected subregional railway network include:
 
Ensuring that all GMS countries are connected to a GMS rail network by 2020.
Promoting the development of a seamless rail network in the GMS by:   
agreeing on common technical standards of interoperability,
streamlining and harmonizing procedures for cross-border movement of goods and people,
agreeing on regional operating rules and safety standards, 
fostering cooperation between GMS railways, and 
ensuring connection to other modes of transport.




54

Presenter
Presentation Notes
The Railway Strategy Study (on which the Strategic Framework was based) evaluated four possible routes for a GMS interconnected railway. The first of these is shown onscreen.
Route 1:    Bangkok–Phnom Penh–Ho Chi Minh City–Hanoi–Kunming and Nanning 
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Presenter
Presentation Notes
The second route evaluated is:

Route 2:    	Bangkok–Vientiane–Kunming (via Boten–Mohan)–Nanning and Hanoi–Ho Chi Minh City 
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Presenter
Presentation Notes
The third possible route evaluated is:

Route 3:  	Bangkok–Vientiane–Hanoi and Ho Chi Minh City (via Thakhek–Mu Gia–Vung Ang)–Kunming and Nanning (via Hanoi)
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Presenter
Presentation Notes
The fourth possible route is:

Route 4:   	Bangkok–Kunming (via Chiang Rai–Boten–Mohan)–Nanning and Hanoi–Ho Chi Minh City

Routes 1 and 3 were selected because they were defined in the Vientiane Action Plan 2004–2010 as priority routes in the Singapore–Kunming Rail Link (SKRL). Routes 2 and 4 were selected because they have often been identified as other potential SKRL routes. The routes are shown in Figure 4.1. There are, of course, other routes that could and should be considered, such as a route connecting the PRC and Thailand through Myanmar. However, planning is most advanced on the four routes considered here.
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GMS Outputs:

CONNECTIVITY
Facilitating subregional 
trade and investment

Roads

Telecommunications

Power Transmission 
Line



STRATEGIC ROAD LINKS BETWEEN SOUTH ASIA 
AND THE GREATER MEKONG SUBREGION 



More Information
ADB activities in general:

• Visit ADB web site at http://www.adb.org

• Email to Public Information Center 
adbpub@adb.org

ADB activities in Viet Nam:
• Visit Viet Nam Resident Mission web site at 

http://www.adb.org/vrm

• Email to adbvrm@adb.org

mailto:adbpub@adb.org�
http://www.adb.org/vrm�
mailto:adbvrm@adb.org�
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