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March Inflation

Sharp drop in gasoline prices expected

Petrol & oil product prices could be adjusted down by 20%-25% later this week

— This could be as much as a VND3,000-3,500 per liter based on our estimates using
international oil prices at USD35 per barrel (down from USD60 per barrel at the start of the
year or the sharpest drop in five years).

— We estimate a 20%-25% drop in RON95 gasoline and finished product prices from the
previous adjustment period (Feb 29-Mar 13) would translate into a 10% drop in the petrol
and oail price index and a 5% decrease of the transport group in the CPI basket.

Most inflationary pressure in March should be focused on food and medical items

— Export rice prices have increased by about 5% from the previous month and this will likely
push domestic rice prices higher and lead to a 0.5% increase in the food price index for
March, by our estimates.

— We also expect COVID-19 to pressure domestic pork prices in the second half of March in
two important ways: 1) increased hoarding due to outbreak fears; and 2) stockpiling by
traders for illegal smuggling to China. Average prices for March, however, should remain at
the same levels in February at about VND78,000-80,000 per kilogram and minimize any
negative impact to March headline CPI.

— We estimate prices for medicine and medical services will rise by 0.15% in March or at a
similar pace seen in February amid increasing demand for medications as COVID-19 cases
become more widespread.

March CPI to continue the downward trend seen in previous months

— We expect March CPI to fall by 0.38% MoM and rise by 5.22% YoY, with inflation averaging
5.68% for the first three months of the year.

— With inflation running above the State Bank of Vietnam’s target level, we believe monetary
policy will remain tight in the near term and Vietnam will not resort to any strong easing as
seen in other countries in the region. Moreover, low credit growth has led to abundant
liquidity conditions and the central bank has been conducting open market operations to
reduce liquidity for the past six weeks despite the Lunar New Year.

— Government measures on the COVID-19 outbreak will likely continue to focus on preventing
any further spread and asking commercial banks to support affected businesses. Resumption
of China’s production activities should help the recovery of Vietnam’s manufacturing sector
but tourism, transportation, aviation and consumption will likely continue to suffer until the
COVID-19 outbreak is contained. We expect fiscal policy action - such as increasing public
investment and reducing corporate income tax - to only be implemented after the COVID-
19 outbreak comes under control.



Fig 3. Vietnam - RON95 gasoline import prices, Mar 19-Mar

Fig 2. Vietnam - Live hog prices, Feb 19-Mar 20 (VND/k
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Table 4. Vietnam - Estimated March CPI breakdown (%MoM, %YoY)
Monthly change Weight-adjusted monthly change
Group (%) (%)
1 Food & catering services 0.25 0.09
2 Beverages & tobacco -0.10 0.00
3 Textiles & footwear -0.10 -0.01
4 Housing & construction materials 0.00 0.00
5 Appliances & equipment 0.10 0.01
6 Medicine & health services 0.15 0.01
7 Transport -5.00 -0.47
8 Telecoms -0.05 0.00
9 Education 0.01 0.00
10 Culture, entertainment & tourism -0.30 -0.01
11 Others 0.15 0.00
March CPI (MoM) -0.38
March CPI (YoY) 5.22
Average rolling 3-month CPI (YoY) 5.68

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: Hold: Sell:
+15% to -15%

+15% or more -15% or more

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

Positive: Neutral: Negative:

Outperform the market Perform in line with the market ~ Underperform the market

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.
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