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Vietnam’s digital boom to lift
the economy

Le Hoang Vu, Investment Director, EPA, Eastspring Vietnam

Vietnam'’s next phase of development will The middle-income class earning above USD700 a

be led digitally. The country’s fast-growing month is estimated at one third of the population

digital economy is likely to help the country and expected to double its size by 20303. Vietnam'’s

become a high-income economy by 2045. rapidly growing middle-income class will underpin

While there will be challenges to overcome, domestic consumption for services and higher

this development journey will also present value-added products. Furthermore, as the young

many opportunities for investments across middle class are ever ready to embrace new

sectors. trends such as digitalisation and sustainability, this
will likely present new investment opportunities

Vietnam is well known for its golden in financial services, information technology,

demographic population. Nearly 56% of its consumer goods and green products.

people are under 35, the highest among

countries in the region with similar income levels. DIGITAL TRANSFORMATION TO PLAY A KEY

With Gen Xs and Gen Ys forming most of the ROLE

country’s labour force and consumer markets,

and Gen Zs rapidly emerging as the next wave Vietnam’s new Socio-Economic Development

of consumers, Vietnam is set climb eight places strategy for 2021-30 states the country’s ambition

to 18th position in the global ranking of top 30 to become a high-income economy by 2045. This

largest consumer markets by 2030. The country’s suggests that the growth model must become

consumer class is expected to grow from 35 more efficient, and the government has recognised

million to 56 million within this decade.? that a digital transformation of its economy can
significantly improve efficiency. Digitalisation is

Separately, Vietnam's rising middle-income class becoming an integral part of consumers’ daily

is also boosting the consumer market. life in Vietnam. The country’s digital economy is

Source: 'World Bank — Vietnam country overview, updated 7 April 2021. ?https://www.brookings.edu/blog/future-development/2021/08/31/which-will-be-the-top-
30-consumer-markets-of-this-decade-5-asian-markets-below-the-radar/. 3BMI Vietnam Market Report, Boston Consulting Group’s survey & Nielsen market research
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Fig 1: Vietnam’s fast-growing digital economy
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growing by double digits and the total market
value is expected to hit USD57bn in 2025. See

Fig 1. Eight million new digital consumers have
embraced digital services since the start of the
pandemic.* Vietnam'’s digital market is fast growing
underpinned by strong growth in e-commerce,
fintech, and education.

E-COMMERCE IS THE BIGGEST GROWTH
DRIVER

A Vietnamese internet user used to spend 3.1 hours
online for personal use pre COVID-19, which spiked
to 4.2 hours at the height of the lockdowns, and
now rests at 3.5 hours per day; 80% of the users
regard technology as being very helpful during the
pandemic.® E-commerce benefits the most from this
trend when 88% of internet users shop online.® It is
estimated that 53% of the population has shopped
online using social networking platforms, such as
Facebook and Zalo, or e-commerce platforms, such
as Lazada, Shopee, and Tiki.”

With increasing internet penetration, wider adoption
of smartphones and various online shopping
platforms, the e-commerce market is expected to
generate a higher growth of 25% per annum and
have a market value of USD35bn by 2025 — one
tenth of total retail sales according to the country’s
long-term vision.® An increasing number of foreign
investors have been seeking investment opportunities
in many Vietnamese e-commerce platforms. Vietnam
e-commerce, boosted by the digitalisation trend and
compounded with fast growing funding, is on track
to achieve high growth rates.

DIGITAL BANKING IS GAINING MOMENTUM

As a vital sector of the country, financial services are
capitalising the digitalisation trend. Following the
State Bank of Vietnam'’s plan for digital transformation
by 2025°, the financial services industry has been
designated to take a pioneering role in establishing

an entirely digitalised, human-centered system.

Given this, Vietnamese banks are pursuing notable

Source: “Data up to 1H2021, Google, Temasek and Bain, e-Conomy SEA

2021 Report. °Google, Temasek and Bain, e-Conomy SEA 2020 Report. ®Vietnam Ministry

of Industry and Trade, e-Commerce and Digital Economy Agency, Vietnam E-commerce 2021 Report. "Digital Vietnam: The Path to Tomorrow, World Bank August
2021. 8Prime Minister of Vietnam, Decision no. 645/Qb-TTg. °State Bank of Vietnam, Decision no. 810/QB-NHNN.
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Fig 2: Vietnam'’s online banking penetration rates are on the rise
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Source: Statista based on data 2010-2019, Forecasts for 2020-2025.

strategies for digital development. Top commercial
banks are observed to spend 20%-70%° of their
capital expenditure on digitalisation. Aggressive
digital development strategies are critical to become
winners in the financial services sector, where retail
lending and investments are fast growing, and
young users are rapidly embracing digital solutions.

Just like e-commerce, the ease and convenience

of digital banking will transform the way people
conduct financial transactions. Digital financial
services are also becoming critical enablers, with
99% of digital merchants now accepting digital
payments and 72% adopting digital lending
solutions. Active users of select banking apps in
Vietnam recorded a growth of 73% year-on-year in
the first nine months of 2020, which is the highest
region wide. However, digital banking penetration
is still moderate, especially in the e-payment, digital
remittance, and online investment segments.

Still the rise of e-commerce will continue to drive

e-payments. There is plenty of room for growth in
Vietnam's digital financial services over the coming
years.

FUTURE WILL BE SHAPED BY VIETNAM'S
DIGITAL NATIVES

According to a McKinsey research report,'? by 2030,
40% of Vietnam’s consumption will be driven by
the country’s digital natives i.e., those born between
1980 and 2012. This group of people tend to live
online and on their smart phones. Their preferences
and purchases are guided by various elements. For
example, an online entertainment company must
enable more end-to-end services to increase overall
user experience while online banking channels
must facilitate remote transactions to increase
satisfaction. Companies wishing to capitalise on
these behavioural shifts will have to offer innovative
digital offerings that ultimately increase customer
satisfaction. A happy customer is a loyal customer.

Source: Top commercial banks’ financial statement breakdown. ""Google, Temasek and Bain, e-Conomy SEA 2020 Report. "?https:/mwww.mckinsey.com/featured-

insights/future-of-asia/the-new-faces-of-the-vietnamese-consumer
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This document is produced by Eastspring Investments (Singapore) Limited and issued in:

Singapore and Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN: 19940763 1H), which is
incorporated in Singapore, is exempt from the requirement to hold an Australian financial services licence and is licensed and regulated
by the Monetary Authority of Singapore under Singapore laws which differ from Australian laws.

Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission of
Hong Kong.

Indonesia by PT Eastspring Investments Indonesia, an investment manager that is licensed, registered and supervised by the Indonesia
Financial Services Authority (OJK).

Malaysia by Eastspring Investments Berhad (531241-U).

This document is produced by Eastspring Investments (Singapore) Limited and issued in Thailand by TMB Asset Management Co., Ltd.
Investment contains certain risks; investors are advised to carefully study the related information before investing. The past performance
of any the fund is not indicative of future performance.

United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is
incorporated in Singapore and is registered with the U.S Securities and Exchange Commission as a registered investment adviser.

European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by Eastspring Investments
(Luxembourg) S.A., 26, Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg, registered with the Registre de Commerce
et des Sociétés (Luxembourg), Register No B 173737.

United Kingdom (for professional clients only) by Eastspring Investments (Luxembourg) S.A. - UK Branch, 10 Lower Thames Street,
London EC3R 6AF.

Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in
Singapore and is licensed and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Chilean laws.

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments.

The views and opinions contained herein are those of the author on this page, and may not necessarily represent views expressed or
reflected in other Eastspring Investments’ communications. This document is solely for information purposes and does not have any
regard to the specific investment objective, financial situation and/or particular needs of any specific persons who may receive this
document. This document is not intended as an offer, a solicitation of offer or a recommendation, to deal in shares of securities or any
financial instruments. It may not be published, circulated, reproduced or distributed without the prior written consent of Eastspring
Investments. Reliance upon information in this posting is at the sole discretion of the reader. Please consult your own professional adviser
before investing.

Investment involves risk. Past performance and the predictions, projections, or forecasts on the economy, securities markets or the
economic trends of the markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any of the
funds managed by Eastspring Investments.

Information herein is believed to be reliable at time of publication. Data from third party sources may have been used in the preparation
of this material and Eastspring Investments has not independently verified, validated or audited such data. Where lawfully permitted,
Eastspring Investments does not warrant its completeness or accuracy and is not responsible for error of facts or opinion nor shall be
liable for damages arising out of any person’s reliance upon this information. Any opinion or estimate contained in this document may
subject to change without notice.

Eastspring Investments (excluding JV companies) companies are ultimately wholly-owned/indirect subsidiaries/associate of Prudential
plc of the United Kingdom. Eastspring Investments companies (including JV's) and Prudential plc are not affiliated in any manner
with Prudential Financial, Inc., a company whose principal place of business is in the United States of America or with the Prudential
Assurance Company, a subsidiary of M&G plc (a company incorporated in the United Kingdom).

eastspring >
mvestments

T
A member of Prudential plc (UK) ?}\J//

Bangkok | Chicago | Ho Chi Minh City | Hong Kong | Jakarta | Kuala Lumpur | London | Luxembourg | Mumbai | Seoul | Shanghai | Singapore | Taipei | Tokyo



