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THREE QUESTIONS

1 What is China’s growth outlook and implications for Vietham?

2 What are potential impacts of the escalating US China trade tensions and
spill-overs to Vietnam?

3 What does it mean for policy in Vietham?




1 What is China’s growth outlook and
implications for Vietham?




CHINA IS RISING
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Source: Maddison and OECD. Note: Maddison’s estimates are in Geary-Khamis dollars; OECD in 2005 PPP dallars.




...ALBEIT AT A SLOWING PACE...

China's GDP growth (%)
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...WHILE REBALANCING
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GROWING SLOWER BUT ADDING MORE
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AN EMERGING TECHNOLOGY GIANT
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UNDERPINNED BY AMBITIOUS INDUSTRIAL POLICY
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Made in China 2025 aims at substitution
Semi-official targets for the domestic market share of (hinese products {in per cent)
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Made in China 2025: replacing foreign smart manufacturing technology
Goals for the domestic market share of various Chinese smart manufacturing products {in per cent)
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THE BELT AND ROAD INITIATIVE
PURSUEING SUPERREGIONAL INTEGRATION
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IMPACT ON SUPPLY SIDE: MOVING UP BUT NOT
MOVING OUT?
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IMPACT ON SUPPLY SIDE: MOVING UP BUT NOT
MOVING OUT?

Theil Index - All sectors
(Nominal value-added)
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Source: CIP database, 2017 EU KLEMS database, World Bank Staff calculations
MNote: A lower Theil index signifies more diversified production. EU-16 represents all EU member states for which data exist
from 2009 onwards, namely: AT, BE, CZ, DK, FI, FR, DE, IT, LV, LU, NL, 5K, 5l, ES, SE, and UK.




IMPACT ON THE DEMAND SIDE- IS DEMAND SHIFTING
TOWARDS CHINA?

Vietnam eXportS by deStination Vietnam key exports to China (% of total)
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What are potential impacts of the escalating
US China trade war and spill-overs to
Vietham?




TRADE TENSIONS ARE ESCALATING...

US tariffs on Chinese imports
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Close to half of China’s exports to the US are now subject to
additional tariffs...
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Source: US Census Bureau and WB staff calculations.
Note: Refers to US reported imports from China of US$ 526 billion (CIF basis) in 2017. “Other” includes: animals & animal products; vegetable products;
foodstuffs; mineral products; textiles; footwear & headgear; stone & glass; miscellaneous manufacturing excl. furniture (HS codes 90-93 and 95-97).

15




...while close to two-thirds of China’s imports from the US are now
subject to additional tariffs
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Source: WITS (UN Comtrade) and WB staff calculations.
Note: Refers to China’s reported imports from the US of 154 billion USD (CIF value) in 2017. “Other” includes: animals & animal products; foodstuffs; raw
hides & leather; textiles; footwear & headgear; miscellaneous furniture (HS codes 90-97).
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THERE IS SOME POTENTIAL FOR VIETNAM TO
REPLACE CHINESE EXPORTS TO THE US
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Source: US Census Bureau and WB staff calculations. Notes: Trade covers products on the US$ 34 billion, US$ 16
billion and US$ 200 billion U.S. lists. SEA countries with exports to the US of less than US$ 1 billion are not shown.
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VIETNAINM COULD beE NEGAITIVELY AFFECIED BY
SLOW DOWN IN CHINA, BUT EXPOSURE IS
RELATIVELY LIMITED

Exposure to China as an export destination, by country and group
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Source: WITS (UN Comtrade) and WB staff calculations.
Note: Trade and GDP data are from 2014 for Tonga and from 2016 for all other countries.
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WHILE THE TRADE WAR CREATES OPPORTUNITIES FOR TRADE
DIVERSION...

Scenario 2: 25 pp increase of tariffs on bilateral US-
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...IT ALSO INCREASES UNCERTAINTY WHICH CAN BRING A
CONTRACTION IN INVESTMENT, WITH STRONG NEGATIVE
IMPACTS ON ALL COUNTRIES

Scenario 3: 25 pp increase of tariffs on US-CHN trade and decline of investment (%
deviations from baseline)
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TRADE TENSIONS MAY EXACERBATE EXTERNAL
VOLATILITY

Dong and Yuan per US dollar rate
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3 What does it mean for policies in Vietham?




SEIZING OPPORTUNITIES

Capturing supply chains relocating from China
> Enhance competitiveness e.g. through trade facilitation, availability of
trade finance, reducing barriers to investment to attract investors
bypassing US tariffs on China

Tapping the Chinese market
> Reduce trade costs through improved connectivity and trade
facilitation
> Deepen regional integration through the CPTPP, EVFTA, ASEAN and
RCEP

MANAGING RISKS

> High levels of uncertainty (China and elsewhere) put a premium on
macroeconomic resilience
> Exchange rate flexibility
> Responsive monetary policy
> Voice support for open and rule base trading system, address non-
tariff distortions to trade (IPR, public procurement, SOEs, RoO, etc.)
> Diversification of trade and investment relationships (CPTPP, EVFTA,
RECEP)
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DISCLAIMER

The boundaries, colors, denominations and other information shown on any map in
this work do not imply any judgement on the part of The World Bank concerning the
legal status of any territory or the endorsement or acceptance of such boundaries.

Pudng bién gidi, mau sac, tén goi va cac thong tin khac biéu hién trén cac ban d6 trong bao cao
nay khéng ham y bat ky danh gia nao cia Ngan hang Thé gidi vé vi thé phap ly chia bat ky vung
Ianh thé nao va cling khéng thé hién bat ky sw ing hd hay chap nhan nao ciia Ngan hang Thé
gidi vé cac dworng bién gidi dé.




