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Socialist Republic of Vietham'’s rating
reaffirmed at ‘CareEdge BB+ /Stable’

Issuer rating (Long-Term Foreign Currency) CareEdge BB+/Stable (Unsolicited)

CareEdge Global has reaffirmed the Long-Term Foreign Currency issuer rating of Socialist
Republic of Vietnam at ‘CareEdge BB+ /Stable’ (Unsolicited).

Rationale

Vietnam'’s credit profile is underpinned by strong macroeconomic fundamentals, supported by
robust growth and competitive export base. Fiscal flexibility is bolstered by low public debt
and moderate debt servicing costs, while a sustained current account surplus ensures external
resilience. However, these strengths are constrained by institutional weaknesses, a developing
monetary framework, and financial sector vulnerabilities.

Vietnam’s macroeconomic strength is driven by its competitive exports (due to low labour cost
and strong manufacturing base), a large domestic market, and strong medium-term growth
prospects. As one of the world's fastest growing economies, its growth is projected to remain
high (5.5% on average over 2026-30). Ongoing infrastructure investments are likely to expand
productive capacity and support long-term growth. Nevertheless, high external dependencies,
on United States (US) and China, remain a key downside risk and will be monitored.

Vietnam’s external position is robust, supported by its expanding role in global supply chains
and continued efforts to deepen trade integration through diversified partnerships. Strong net
foreign direct investment (FDI) inflows (~4.5% of GDP in Q3 2025) reinforce its position as a
key global production hub. The country is expected to maintain a current account surplus at
~2.2% of GDP over 2025-29, alongside a net external debtor position (NIIP at -3.1% of GDP
in 2025) and relatively low external debt (~32.8% of GDP in 2025). However, these strengths
are partially offset by a low foreign exchange reserve buffer, covering about two months of
imports in 2025, which is a constraint relative to peers. Despite recent US Supreme Court
rulings constraining the scope of tariff actions, ongoing developments around US trade
measures toward Vietnam remain a key monitorable; in particular, tariffs of up to 40% on
transshipped goods continue to pose downside risks to export performance and supply chain
stability.

Vietnam'’s fiscal profile is comfortable, supported by low public debt (estimated at ~32% of
GDP in 2025) and favourable debt affordability, aided by access to concessional financing. As
the country scales up infrastructure spending, fiscal deficit (projected at -4.2% of GDP in 2026
by Ministry of Finance) is expected to widen moderately, alongside a gradual increase in the
share of external borrowings. While current debt levels provide adequate cushion, the evolving
fiscal trajectory needs to be monitored.
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The monetary policy framework is less developed relative to peers due to a less formalised
inflation-targeting regime (inflation at 3.3% in 2025) and weaker policy transmission along
with continued interventions for exchange rate management. Heightened tensions in the
Middle East could amplify upside risks to inflation, given the economy’s reliance on the region
for key imports and relatively strong pass-through of imported inflation and will remain
monitorable.

In Vietnam’s underdeveloped financial markets, risks stem from rising corporate leverage,
particularly in the real estate sector. Banking sector metrics are weaker than that of peers due
to moderate capital adequacy (12.4% as of Q1 2025) and asset quality concerns linked to
property sector stress. While credit growth has been robust, weaker regulatory oversight could
amplify systemic risks. Recent reform efforts, including a gradual move towards Basel III
compliance, are expected to strengthen the system, albeit amid implementation risks.

Institutional effectiveness remains weak, characterised by limited transparency, accountability
concerns, and bureaucratic rigidities. Reform momentum has been constrained by policy and
implementation paralysis, partly stemming from stringent anti-corruption and AML
frameworks, which have slowed decision-making and led to a slowdown in both public and
private investment. Additionally, limited bureaucratic capacity and persistent corruption
concerns continue to impede effective execution of reforms. While recent reform efforts aimed
at improving administrative efficiency and advancing privatisation are positive, their
implementation has been gradual and remains a key monitorable.

The ongoing Iran conflict has heightened external vulnerabilities for Vietnam, given its
significant dependence on imported crude oil and fertilizers, particularly from the Middle East,
exposing it to disruptions in the Strait of Hormuz. This could further increase imported inflation
pressures and weigh on trade balances, particularly through higher input costs and external
price volatility. A prolonged escalation could further deplete the current account surplus and
necessitate higher fiscal support, thereby weighing on macroeconomic stability and growth
prospects.

Outlook: Stable

Vietnam’s stable outlook reflects our expectations of sustained high growth (~5.5% over
2026-30) and healthy current account surplus, supported by competitive labour costs and a
well-established position in global supply chains. Furthermore, comfortable fiscal metrics and
competitive exports are expected to provide a cushion against global trade uncertainties.

Upside Scenario

The outlook can be revised upwards in the event of targeted policy and regulatory measures
to strengthen the banking sector and, consequently, the asset quality. Furthermore, continued
progress in anti-corruption initiatives, along with enhanced policy transparency and
predictability, could potentially lead to its removal from the Financial Action Task Force (FATF)
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grey list, thereby enhancing investor confidence. Diversification of trade partners beyond the
US and China could improve credit profile.

Downside Scenario

Downside risks may stem from a significant weakening of the current account surplus and a
decline in growth prospects, likely driven by external uncertainties surrounding global trade.
Further, escalating property sector fragilities could strain the financial sector. Another
downside risk can arise from policy uncertainty, which could lead to bureaucratic delays,
factors that may increase investor uncertainty and undermine Vietnam’s investment
attractiveness.

Key rating drivers

Economic structure & resilience

Vietnam’s economic outlook is supported by its strong domestic consumer base, healthy
capital formation rate (~29.2% of GDP in 2025), and balanced representation of
manufacturing and services. Competitive exports have enabled the country to maintain its
status as one of the fastest-growing economies globally in recent years. The economy has
been a major beneficiary of the US-China trade drift in terms of trade, with exports rerouted
to the region, supported by its low-cost and skilled labour force. This has enabled Vietnam to
achieve a diversified export mix, with high-value-added goods, such as electronics and
semiconductors, on one hand and low-value-added products, such as textiles and footwear,
on the other.

Vietnam’s trade diplomacy, through calibrated ties with its partners, has worked well during
the period of trade protectionism, contributing to 7.1% growth in the pre-pandemic period
(2015-2019). However, susceptibility to global trade uncertainties, coupled with domestic
challenges, moderated growth to 5.1% in 2023 from 8.5% in 2022. In 2025, the country
regained economic momentum with a growth of 8% and is expected to sustain this pace in
the medium term (~5.5% over 2026-30), driven by strong exports and robust FDI.

Notwithstanding its economic potential, weak external demand and potential slowdown
among its trading partners pose a downside risk to Vietham’s growth outlook, given its large
trade dependence on the US and China. Furthermore, infrastructure-related constraints and
exposure to physical climate risks, such as floods and droughts, can create uncertainties for
its high economic potential.

Fiscal Strength

Vietnam'’s fiscal strength is anchored by low gross general government (GG) debt, at 36.2%
of GDP over 2020-2024. The country has reduced its exposure to foreign currency debt from
~60% in 2010 to 28% in 2023. Moreover, the high share of concessional financing from
external official creditors enhances debt affordability, with the debt servicing cost low with
interest to revenue at ~5.7% over 2020-2024.
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The fiscal deficit is projected to widen to -4.2% of GDP in 2026 by the MoF, driven by increased
spending to address infrastructure and logistical gaps. Concurrently, tax collections have
materially improved, supported by strong corporate income tax performance and value-added
tax (VAT) reforms, alongside broader efforts to modernise tax administration and expand the
tax base. On the reform side, the authorities have introduced comprehensive changes to
corporate, personal and indirect tax frameworks, aimed at improving compliance, enhancing
efficiency, and supporting private sector activity. Going forward, the country is expected to
expand its fiscal deficit to address logistical gaps.

CareEdge Global expects the fiscal burden to be manageable with debt levels at ~31.4% of
GDP over 2025-2029, given the expectation of higher revenue mobilisation from direct taxes
and improved revenue collection efficiency.

However, limited transparency in government accounting and opaque performance of state-
owned enterprises (25% of GDP in 2023) remain a major constraint in the fiscal assessment.

External Position & Linkages
Vietnam'’s external position benefits from a favourable current account balance and a strong
surge in FDI flows.

Following a brief period of moderation, the current account recorded a surplus of ~6.7% of
GDP in 2025, driven by frontloading in the first half of 2025. A healthy current account balance
is expected in the medium term, driven by a recovery in exports (~96% of GDP in 2025). The
country’s central location in ASEAN makes it a regional logistics hub, as its ports facilitate
maritime trade and commerce. Its attractiveness has also been enhanced by increased
participation in various trade agreements and pro-business policies, leading to strong FDI
inflows (~4.3% of GDP during 2020-2024).

Key risks to Vietnam’s external profile stem from the volatility of capital flows and its import-
dependent economy, resulting in a low import cover of ~2 months in 2025. Furthermore, the
country has taken several steps, including the adoption of global minimum corporate tax rate
of 15% in 2024, along with diversification of trade partners and expanding presence in the
European Union and other regions, which should improve the country’s attractiveness as an
FDI destination.

While the US Supreme Court ruling has limited the use of emergency powers to impose tariffs,
evolving US trade measures toward Vietnam remain a key monitorable; in particular, proposed
tariffs of up to 40% on transshipped goods continue to pose downside risks to export
performance and could elevate external risks. Although Vietnam has been the most attractive
destination for offshoring manufacturing activities, its position as an alternative to China needs
to be monitored closely.
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Monetary & financial stability

Vietnam’s central bank has been following a supportive monetary policy while managing to
keep inflation below the 4.5-5% target. However, the monetary policy framework lacks
transparency, with interest rates playing a limited role as a policy tool. Furthermore, weak
financial market development hinders the transmission of monetary policy.

Vietnam officially follows a managed-floating exchange rate. However, its placement on the
"monitoring list" for currency manipulation raises concerns about foreign exchange
interventions and transparency.

Financial sector vulnerabilities persist, driven by elevated leverage, high concentration risks,
and a relatively weaker regulatory framework, creating potential systemic pressures. Private
sector credit remains high at around 127% of GDP (2023), with corporates accounting for
nearly half of the total. Within this, debt is concentrated, with nearly one-third held by firms
engaged in real estate development and construction, increasing exposure to cyclical sector
risks.

Banking sector health remains constrained by weak capital adequacy, especially among state-
owned commercial banks, alongside ongoing concerns around asset quality. Although the non-
performing loan (NPL) ratio has stabilized and declined from its peak of 5.4% in 2023 to 4.9%
as of Q1 2025, it remains elevated. The continued slowdown in the property sector, albeit
past its peak, remains a source of pressure on bank balance sheets and credit dynamics.

Recent banking sector reforms, including amendments to the Law on Credit Institutions
(2024/2025), aim to strengthen capital adequacy and improve asset quality, with a gradual
shift toward Basel III-aligned standards. In addition, authorities have signalled a transition
away from administrative controls toward more market-based mechanisms, including plans to
remove credit growth caps from 2026.

While these measures are expected to support financial sector resilience over time, their
success will depend on effective implementation. Legacy asset quality risks and continued
exposure to cyclical sectors such as real estate are likely to remain key monitorables.

Institutions & Quality of Governance

Vietnam'’s one-party political system centralises the decision-making process, leaving limited
opportunities for political participation by citizens. Rigid bureaucracy and weak transparency
hamper regulatory effectiveness.

Recent reforms indicate a strengthening of Vietnam’s institutional and policy framework,
underpinned by enhanced governance, transparency, and regulatory alignment with
international standards, evidenced by improved SOE oversight and disclosure, strengthened
AML compliance, and sectoral and administrative reforms that support more efficient resource
allocation, financial discipline, and a more predictable operating environment.
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However, structural constraints remain, including uneven implementation of reforms,
continued state influence, which could dilute policy effectiveness. Governance improvements,
while progressing, are still evolving, particularly in the SOE sector where operational
independence and accountability remain mixed. Additionally, the transition toward market-
based pricing and reduced subsidies could introduce short-term pressures on corporates and
households. As such, the consistency and momentum of reform implementation will remain a
key monitorable.

The absence of an effective regime of checks and balances could undermine the success of
these efforts in the long run. Furthermore, its classification by the US as a "non-market
economy" can increase trade risks and signal weaker institutional transparency. Additionally,
the country’s presence on the FATF grey list raises concerns over regulatory transparency and
governance effectiveness, potentially impacting investor confidence and financial stability.
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Vietnam- Select indicators

Economic Indicators

Nominal GDP BLi’Iﬁgn 346 370 411 433 459 495 511 545

UsD | 11,912 | 12,101 | 13,008 | 13,552 | 14,371 | 15,170 | 15,898 | 16,703

GDP per capita
(constant-PPP)

Real GDP growth % 2.9 2.6 8.5 5.1 7.1 8.0 5.6 5.8
GFCF/GDP % 30.3 31.0 30.8 30.4 29.0 29.2 - -
S;\‘/’;;Qfé‘gga' % 346 | 349 | 365 | 368 | 372 - - -
Exports (G&S)/GDP % 84.4 93.9 93.4 86.5 90.2 - - -
Working age (15-64)

population (% share in % 68.0 67.9 67.8 67.8 67.7 67.6 67.7 67.9
total)

Old age (65+) population

0,
(% share in total) %o 7.6 7.9 8.2 8.6 9.0 9.5 9.9 10.3

Fiscal Indicators — General Government

Fiscal Balance/GDP % -2.9 -1.4 0.7 -1.7 -1.5 -3.3 -2.3 -2.2
Revenue/GDP % 18.4 18.7 18.9 17.1 17.6 18.4 17.7 17.8
Expenditure/GDP % 21.3 20.1 18.2 18.8 19.1 21.7 20.1 19.9
GG gross debt/GDP % 41.3 39.2 34.9 34.3 31.3 32.0 31.8 315

GG external debt (by
creditor)/GG Gross Debt

Interest/Revenue % 7.2 6.4 5.2 5.1 4.8 - - -

External Indicators

% 36.2 32.8 30.0 28.0 - - - -

Current account % 43 22 0.3 6.4 6.6 6.7 2.4 1.8

balance/GDP

FDI, net inflows/GDP % 4.6 4.2 4.4 43 4.2 - - -

Outstanding FII o ) ) ) ) ) ) )

labifiies/GoP % 0.1 0.1 0.3 0.2 0.4 0.2

NIIP/GDP % -4.1 3.2 3.3 2.1 16 3.1 - -

Foreign exchange USD | o955 | 1100 | 87.1 92.9 83.9 86.9 - -

reserves Billion

Import cover Months 4.0 3.7 2.6 3.3 2.5 2.2 - -

External debt/GDP % 37.6 37.9 355 32.7 32.7 32.8 - -
Monetary and Financial Indicators

CPI Inflation % 3.2 1.8 3.2 3.3 3.6 3.3 3.2 3.3

Exchange rate (average) Lﬁsf’gr 23,208 | 23,160 | 23271 | 23,787 | 24,165 | 24,961 - -

Non-performing % 1.9 1.6 2.3 5.4 4.8 . - -

loans/total gross loans

Private debt, loans and % 1155 | 1244 | 1264 | 127.0 ; ; - -

debt securities/GDP

Sources: International Monetary Fund, World Bank, Bank for International Settlements, National Sources, Haver Analytics,
CareEdge Global

Note: F - forecast; PPP — purchasing power parity; GFCF — gross fixed capital formation; exports (G&S) — exports of goods and
services; GG — general government; FDI — foreign direct investment; FII — foreign institutional investment; NIIP — net international
investment position. Data refers to fiscal/calendar year and actual/estimate as reported by the source. Where general government
data is unavailable, central government data is used. The latest available data for 2025
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About Us

CareEdge Global IFSC Limited (CareEdge Global) is a full-service Credit Rating Agency (CRA) with a mission of Empowering
Global Capital Market Participants Through Unrivalled Insights and Expertise. As the first CRA registered and
authorized by the International Financial Services Centres Authority (India), CareEdge Global is uniquely positioned to provide
comprehensive ratings on a global scale. A part of the CareEdge Group, which is a knowledge-based analytical organisation
offering a wide range of services in Credit Ratings, Analytics, Consulting, and Sustainability. Established in 1993, our parent
company, CARE Ratings Limited (CareEdge Ratings), stands as India’s second-largest rating agency.

Disclaimer
This disclaimer applies to each credit rating report and/ or credit rating rationale (‘report’) that is provided by CareEdge Global
IFSC Limited ('CareEdge Global').

Ratings from CareEdge Global are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold or sell any securities/ instruments or to make any investment decisions. The report is not a
solicitation of any kind to enter into any deal or transaction with the entity to which the report pertains. Any opinions expressed
here are in good faith, are subject to change without notice, and are only current as of the stated date of their issue. CareEdge
Global assumes no obligation to update its opinions following publication in any form or format although CareEdge Global may
disseminate its opinions and analysis. The rating contained in the report is not a substitute for the skill, judgment and experience
of the investor, user, its management, employees, advisors and/ or clients when making investment or other business decisions.
The recipients of the report should rely on their own judgment and take their own professional advice before acting on the report
in any way. Therefore, the report is not intended to and does not constitute an investment advice. The report should not be the
sole or primary basis for any investment decision. CareEdge Global is not responsible for any errors and states that it has no
financial liability whatsoever to the users of the ratings of CareEdge Global. CareEdge Global does not act as a fiduciary by
providing the rating.

Any unsolicited ratings assigned by CareEdge Global are based on publicly available information as CareEdge Global may or may
not have access to documents / information or participation from management of such issuers. While CareEdge Global has
obtained information from sources it believes to be reliable, CareEdge Global does not perform an audit and undertakes no duty
of due diligence or independent verification of any information it receives and/ or relies on in its reports. CareEdge Global ratings
are subject to a periodic review, which may lead to revision in ratings. CareEdge Global has established policies and procedures
to maintain the confidentiality of certain non-public information received in connection with each analytical process. CareEdge
Global has in place a ratings code of conduct and policies for managing conflict of interest.

Neither CareEdge Global nor its affiliates, third-party providers, as well as their directors, officers, shareholders, employees or
agents guarantee the accuracy, completeness or adequacy of the report, and shall not have any liability for any errors, omissions
or interruptions therein, regardless of the cause, or for the results obtained from the use of any part of the report. CareEdge
Global DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING BUT NOT LIMITED TO ANY WARRANTIES OF
MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event shall any CareEdge Global
or its associated entities or persons be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees or losses (including, without limitation, lost income or lost profits
and opportunity costs) in connection with any use of any part of the report even if advised of the possibility of such damages.

This report does not constitute an offer of services. This report is solely for use in the jurisdiction of IFSCA, GIFT City in
Gandhinagar. Without limiting the generality of the foregoing, nothing in the report is to be construed as CareEdge Global
providing or intending to provide any services in jurisdictions where CareEdge Global does not have the necessary licenses and/
or registration to carry out its business activities referred to above. Access or use of this report does not create a client relationship
between CareEdge Global and the user.

For latest rating information on any instrument of any company rated by CareEdge Global, you may visit our website
www.careedgeglobal.com.

This report should not be reproduced or redistributed to any other person or in any form without prior written consent from
CareEdge Global.

© 2026, CareEdge Global IFSC Limited, a wholly owned subsidiary of CARE Ratings Limited. All Rights Reserved.

This content is being published for the purpose of dissemination of information required as per applicable law and regulations
and CareEdge Global IFSC Limited holds exclusive copyright over the same. Any reproduction, retransmission, modification,
derivative works or use or reference to the contents, in whole, in part or in any form, is prohibited except with prior express
written consent from CareEdge Global IFSC Limited.
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