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We visited Vietnam in February and found that business and economic prospects have turned around 
completely for the better from a year ago. Interest rates have normalised, and mortgage terms are 
the most favourable that we have ever seen in Vietnam. We discovered that a full resolution to the 
corporate bond debacle is now possible and that consumer spending has stabilised. We also found 
that government policies are supportive of foreign direct investment (FDI) growth and that capital 
market reforms are forthcoming.  
By the Asian Equity Team  
13 March 2024 

A 180-degree turnaround in just 12 months   
What a difference a year makes. When we visited Vietnam a year ago, the mood was sombre. Interbank rates had 
spiked as liquidity dried up following the first rate hikes by the US Federal Reserve. Mortgage rates rose to as high as 
15%, throttling the residential market and straining the finances of borrowers. The corporate bond market was in 
turmoil, with borrowers unable to refinance maturing bonds due to tightened issuance standards and a lack of bank 
lending support. Consumers were pessimistic, with the tech downturn having impacted jobs and wages. 

When we revisited the country this February, the situation could not be more different. Though they remain a touch 
above the lows seen in 2022, interbank rates have fallen (Chart 1). More surprising, mortgage rates have dropped to 
their lowest levels ever, with banks offering rates as low as 6–7%, fixed over the initial years of a mortgage. Mortgage 
terms are also at their most favourable, with tenures up to 35 years being offered. Importantly, borrowers are now 
able to effectively refinance their mortgages for the first time, by taking on a better offer. All of this is, of course, hugely 
beneficial for the residential market, especially in the mid- and low-end segments. 

  

Vietnam seeing a full turnaround in fortunes 
On-the-ground observations from our trip in February  
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Chart 1: Vietnam three-month interbank rate 

 
Source:  Bloomberg, March 2024 

Full resolution to the bond debacle possible 
We also see a path to a full resolution for the corporate bond debacle. In 2023, Vietnamese dong 59 trillion worth of 
bonds maturing during the year had seen their maturities extended by an average of 20 months, which bought their 
issuers time to resolve the problems that have prevented them from securing refinancing. In particular, for issuers in 
the real estate sector, we now expect the government to be more amenable to resolving the various legal issues 
surrounding their property projects. This allows the projects to again be sold to buyers and to secure refinancing from 
either issuing new bonds or accessing bank financing. In the meantime, new bond issuances have picked up again 
under tighter new rules, which is positive for investor protection. 

Consumer sentiment has stabilised, with more improvement to come   
Consumers are visibly more positive in 2024 compared to a year ago. A major mall in downtown Ho Chi Minh City was 
teeming with shoppers when we visited on a Sunday afternoon, with a luxury apparel brand conspicuously holding 
a noisy promotional event in the atrium space. From our meetings, we found that consumer companies generally 
expected the worst to have passed for sales in key categories including mobile phones and consumer electronics. 
Despite their continued caution, we hold a more optimistic view, particularly in light of the boost from lower 
mortgage rates and a potentially more vibrant residential market. 

Figure 1: Busy atrium in a downtown mall in Ho Chi Minh City   

 
Source:  Asian Equity Team, February 2024 
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Outlook for industrial-related sectors also positive 
We also returned with a positive view of Vietnam’s industrial, energy and utilities sectors. Vietnam remains a leading 
alternative to China as a manufacturing base, particularly for mobile phones and consumer electronics. As such, FDI 
disbursement has remained robust, reaching a new high of US dollar 23.2 billion in 2023. Growing manufacturing 
activity is driving demand for industrial park space as well as electrical power. With its modest reserve margins, we 
expect the government to prioritise the development of new gas fields, as well as transmission lines linking the 
energy-rich southern region to the northern parts of the country where the electronics industries are located. 

Efforts to be upgraded from frontier to emerging market now closer to fruition   
While not central to our investment thesis, Vietnam’s efforts towards capital market reforms could finally be coming 
to fruition. The impetus for change is the country’s self-imposed deadline for inclusion into a major emerging market 
(EM) index by 2025. The index most likely to do so is FTSE, as Vietnam is already on its watchlist of frontier markets 
(FM) which could potentially be upgraded to EM status. One criteria for the upgrade is the implementation of a new 
trading system for the Ho Chi Minh City Stock Exchange, which will now take place in March after a protracted delay. 

Perhaps in anticipation of a potential upgrade to an EM market, investors at the conference we attended appear, for 
the first time, to feature more EM investors (many of whom appear new to Vietnam) than FM specialists. To that end, 
further reforms which are in the pipeline are expected to help broaden out interest in Vietnamese stocks. They include 
the loosening of pre-funding rules for buying stocks and, further down the line, the implementation of a depository 
system which will allow foreigners to trade in stocks where the foreign ownership limit is full. 

Market still attractive despite gains; time for new ideas, resharpened focus 
Vietnamese stocks have recovered well since we were last in the country. Looking at the year to-date performance 
alone, the Ho Chi Minh Stock Index has been one of the best performing in Asia in US dollar terms. Despite the gains, 
valuations remain attractive, at a price-to-earnings ratio of 11.7x, against 14–17x, the range seen in the years 
immediately preceding the COVID-19 pandemic. We returned from latest visit more positive on well-funded and well-
managed residential developers, industrial park developers, selected consumer companies, and selected utilities and 
logistics players. We will be looking to resharpen our focus on these areas, including new holdings which we intend 
to initiate coverage on.  

 

 

Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution 
only under such circumstances as may be permitted by applicable laws. This document does not constitute personal investment advice or a 
personal recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are 
recommended to consult with their independent tax, financial and legal advisers prior to any investment.  

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or 
participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM’s investment strategy in any way. The 
information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not 
been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or 
liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, projections, estimates or 
prospects contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own 
judgment. Opinions stated in this document may change without notice.  

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of 
future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal investment. 
The mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or sell.  

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided 
that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.  

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko 
AM is strictly prohibited.  

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it 
intended for distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No. 
368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association.  

United Kingdom: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated in the United 
Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This document constitutes a financial promotion for the purposes of the 
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Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at professional 
clients as defined in the FCA Handbook of Rules and Guidance.  

Luxembourg and Germany: This document is communicated by Nikko Asset Management Luxembourg S.A., which is authorised and regulated in 
the Grand Duchy of Luxembourg by the Commission de Surveillance du Secateur Financier (the CSSF) as a management company authorised 
under Chapter 15 of the Law of 17 December 2010 (No S00000717) and as an alternative investment fund manager according to the Law of 12 July 
2013 (No. A00002630).  

United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or distribution of 
a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. Nikko Asset Management 
Americas, Inc. is a United States Registered Investment Adviser.  

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries 
only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore.  

Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only. 
The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong Kong. Nikko 
Asset Management Hong Kong Limited is a licensed corporation in Hong Kong.  

New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It 
is for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only.  

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer 
to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only 
and must not be passed to, issued to, or shown to the public generally.  

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti 
Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement 
or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public 
offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing 
or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait.  

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated 
by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United 
Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in 
full or in part for any purpose whatsoever without a prior written permission from Nikko AME.  

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or 
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is 
not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not 
therefore benefit from any protections that would be available to such clients.  

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any 
time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers or may provide or 
have provided significant advice or investment services in any investments referred to in this document or in related investments. Relevant 
confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings group and not available to 
Nikko AME because of regulations or internal procedure is not reflected in this document. The investments mentioned in this document may not 
be eligible for sale in some states or countries, and they may not be suitable for all types of investors.  

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by 
the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an 
offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive 
Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of 
whatsoever nature within the territory of the Sultanate of Oman.  

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent 
investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be 
reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior 
written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries 
regarding the Strategies should be made to Nikko AME.  

United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to constitute, 
a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being offered to a 
limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in an investment 
in such Strategy, and (b) upon their specific request. The Strategy has not been approved by or licensed or registered with the UAE Central Bank, 
the Securities and Commodities Authority or any other relevant licensing authorities or governmental agencies in the UAE. This document is for 
the use of the named addressee only and should not be given or shown to any other person (other than employees, agents or consultants in 
connection with the addressee's consideration thereof). No transaction will be concluded in the UAE and any inquiries regarding the Strategy 
should be made to Nikko Asset Management Europe Ltd.  

Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be 
construed as, an offering of financial investment products or services. Nikko AM is not making any representation with respect to the eligibility of 
any person to acquire any financial investment product or service. The offering and sale of any financial investment product is subject to the 
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applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered 
under the private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such 
registered fund shall be conducted only through a locally licensed distributor. 
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