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Outbreak Hits GDP 
nCoV knocks GDP off government’s 6.8% growth plan 
 

 Vietnam's 6.8% GDP growth plan may be difficult to achieve in 2020 

— Both scenarios from the Ministry of Planning & Investment (MPI) are below the 

government’s official 6.8% GDP growth plan. Containment by 1Q likely to see GDP growth 

slow to 6.3%, while 2Q containment would see GDP growth of 6.1% for 2020.  

— The Ministry expects the impact to hit hardest in 1Q - with growth almost halving to 3.8% 

from its original target of 6.5% - and the most damage likely for tourism, agricultural and 

fishery exports and the import of capital goods.    

— CPI estimates in both scenarios are 4.0% and 4.9%, respectively, for 2020. 

 

Although 6.8% may be tough, several factors may offset the concerns of the Ministry 

— Our scenarios estimate the impact from nCoV at 0.4% points if contained to 1Q and 0.8% 

point impact for containment by 2Q or 2020 GDP growth of 6.4% and 6.0%. In both 

scenarios, the impact to 1Q GDP is 1.4% points vs the MPI’s 2.7% point impact to 1Q. 

— For tourism, we remain more optimistic on the fact that: 1) flights to/from Hong Kong, 

Taiwan and Macau have been partially restored from February 2; and 2) tourism season 

peaks from April and leaves room for recovery. We estimate declining revenue from 

international visitors at 0.4% points of 1Q GDP in scenario 1 and 0.6% points in scenario 2.  

— Exports should not be as heavily impacted because only trade across land routes will feel the 

brunt of any border closures and sea ports remain open for business. Since most of the 

export items are agricultural & fishery products – with short inventory life – we estimate that 

closures until the end of February may lead to a 25% drop in exports for these items in 1Q.  

— Imports of capital goods could fall by 10% by our estimates in both scenarios due to 

production disruptions in China. But offsetting factors include: 1) most are machinery & 

equipment that can be stored; 2) many have actively pulled forward imports due to the long 

Lunar New Year in China; and 3) trading activities along sea routes have not slowed.  

 

Government stimulus should also support 2020 GDP 

— We expect the government to tap public investment funds and use large-scale projects to 

narrow any gap in GDP to the annual 6.8% target, including the North-South highway and 

Long Thanh airport projects.  

— In terms of monetary policy, we expect 1H measures to include the State Bank of Vietnam 

(SBV) asking banks to cut lending rates to support businesses hit by the nCoV outbreak and 

2H action – assuming inflation remains in check – to include easing of monetary conditions 

via a synchronous lowering of the interest rate ceiling, cut in the benchmark rate, lifting 

credit limits for banks that have met Basel II and measures to support systemic liquidity.     
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Fig 1. Ministry of Planning & Investment – GDP growth scenarios, 

1Q20-4Q20 (%YoY) 

 Fig 2. KB Securities Vietnam – GDP growth scenarios, 1Q20-4Q20 

(%YoY) 

   

 

 

 
Note: Scenario 1: Contained by 1Q20; Scenario 2: Contained by 2Q20 

Source: Ministry of Planning & Investment, KB Securities Vietnam 

 Source: KB Securities Vietnam 

 

 

Fig 3. KB Securities Vietnam detailed impact 

 

 

Source: KB Securities Vietnam 
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Investment ratings & definitions   

 

Investment Ratings for Stocks 

(based on expectations for absolute price gains over the next 6 months) 
  

Buy:  

+15% or more 

Hold:  

+15% to -15% 

Sell:  

-15% or more 
 Opinions in this report reflect the professional judgment of the research analyst(s) as of 

the date hereof and are based on information and data obtained from sources that KBSV 

considers reliable. KBSV makes no representation that the information and data are 

accurate or complete and the views presented in this report are subject to change without 

prior notification. Clients should independently consider their own particular 

circumstances and objectives and are solely responsible for their investment decisions 

and we shall not have liability for investments or results thereof. These materials are the 

copyright of KBSV and may not be reproduced, redistributed or modified without the prior 

written consent of KBSV. Comments and views in this report are of a general nature and 

intended for reference only and not authorized for use for any other purpose. 

    

Investment Ratings for Sectors 

(based on expectations for absolute price gains over the next 6 months) 

 

Positive: 

Outperform the market 

Neutral: 

Perform in line with the market 

Negative: 

Underperform the market 
 

    

 

 

 

 

 

KB SECURITIES VIETNAM (KBSV) 

 Head Office: 

Levels G, 2 & 7, Sky City Tower, 88 Lang Ha Street, Dong Da District, Hanoi, Vietnam 

Tel: (+84) 24 7303 5333 - Fax: (+84) 24 3776 5928 
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Tel: (+84) 28 7306 3338 - Fax: (+84) 28 3910 1611 

CONTACT INFORMATION 

Institutional Client Center: (+84) 28 7303 5333 – Ext: 2656 

Private Customer Care Center: (+84) 24 7303 5333 – Ext: 2276 

Email: ccc@kbsec.com.vn 

Website: www.kbsec.com.vn 

 

mailto:ccc@kbsec.com.vn

