ACBS

U.S. 2024 Election Impact

on Vietnam Economy
November 5, 2024

Minh Trinh Viet
Analyst, Macro & Money Market

ACBS Research Department www.acbs.com.vn 1
Tel: (+84) (8) 3823 4159 (ext: 354) Bloomberg: ACBS <GO>



http://www.acbs.com.vn/

ACBS

Minh Trinh Viet

minhtvh@acbs.com.vn

November 5, 2024

U.S. Election Impact on Vietnam Economy

. The U.S. presidential campaign for the 2025-2029 term will soon reach its final result
following the general election on November 5, 2024. Given the economic and political influence of
the United States, the election outcome will be a significant event with wide-ranging impacts on
other countries, including Vietnam. In the short term, effects will likely be observed first in
financial markets (stocks, bonds, and foreign exchange). Subsequently, the broader economic

and political impacts will gradually unfold.

° Thelatest pollsindicate a closerace between the current candidates from the Democratic
Party (Kamala Harris) and the Republican Party (Donald Trump). Kamala Harris is seen as a
candidate who would carry on the legacy of her Democratic predecessor, Joe Biden, thus
potentially creating less uncertainty. On the other hand, Donald Trump's return, if elected, would
provide an opportunity for him to continue the policies that were viewed as having disrupted

international trade relations startingin 2018.

° In summary, regarding domestic economic development, while Trump focuses on
lowering income taxes for businesses and individuals and reducing regulations for businesses,
Harris emphasizes increasing corporate income taxes—particularly raising taxes on the
wealthy—and expanding welfare benefits for the working class to reduce income inequality. In
foreign economic policy, Trump continues to advocate for an expansion of trade wars, applying
import tariffs across all countries, with a particular focus on Chinese goods. Harris, on the other
hand, takes a more selective approach, although she still views China as the primary target for
trade regulation. However, both candidates will require significant financial resources to
implement their plans. Thus, increasing national budget spending—and thereby raising the
federal buget deficit-to-GDP ratio—appears to be a common factor for any administration,

especially in the early years of a presidential term.

° Vietnam, with its highly open economy—where trade turnover constitutes 158% of GDP,
the United States is the largest export partner (USD83 bn) , and China the largest import partner
(USD49 bn)—will also be impacted by the U.S. election outcome. We see this impact unfolding in
two main ways:

° Short-term Impact: The VND is likely to face greater depreciation pressure if Trump wins
the election and implements his economic policies, as these would primarily strengthen the USD.
This situation would limit Vietnam's monetary policy space, negatively affecting the overall
economy and the profitability of the banking sector in particular. Additionally, Vietnam's exports
to the U.S. may encounter challenges if Trump imposes tariffs on all goods, as he has declared.
Export sectors (such as seafood, textiles, tires, wooden products, and steel) could face short-
term difficulties related to tax policies and long-term challenges from reduced demandin the U.S.
market if imported goods become too expensive. However, these challenges might be partially
offset if Vietnamese companies can capture a share of the export market from China.

o Long-term Outlook: The strategy to reduce reliance on Chinese goods has been a
consistent approach under both recent U.S. presidents. Therefore, the trend of FDI moving
from China to neighboring countries, including Vietnam, is expected to continue in the coming
years. This will further support Vietnam's FDI growth, benefiting companies in the industrial real
estate, transportation, and warehousing sectors due to increased goods output.
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Trump

Harris

The 2024 campaign led by Donald Trump e
aims to expand on themes he introduced
during his first term, with a primary focus on
extending key aspects of the Tax Cuts and
Jobs Act. Trump specifically seeks to
maintain lower tax rates, eliminate taxes on
Social Security benefits, and reduce the
corporate tax rate to 15% from the current
21%. His recommendations also emphasize
increased defense and infrastructure
spending and propose a significant rollback
of financial and environmental regulations. e
Trade Policy: Trump pledges to continue his
stringent trade policies, including raising
tariffs on Chinese goods and potentially
extending these tariffs to other foreign
nations. His plan also highlights U.S.
manufacturing and energy production as

top priorities.”

Kamala Harris proposes an economic
strategy that contrasts significantly with
Her

promoting social equity by expanding tax

Trump's. approach emphasizes
credits, specifically by increasing the Child
Tax Credit to $3,600 for young children and
boosting the Earned Income Tax Credit for
workers without children. Additionally, she
advocates raising the corporate tax rate to
28% from the current 21%,

generating revenue for public initiatives.

aimed at

Trade Policies: Harris is expected to
maintain many of Biden's existing trade
policies, including tariffs on China, but with
a stronger focus on labor and
environmental standards. Her plans also
include increased subsidies for healthcare

and assistance for first-time homebuyers."

Tax Policy °

Extend Individual Tax Provisions of Tax e
Cuts and Jobs Act (TCJA): Maintain the
reduced tax brackets, keep the top rate at
37%, and hold the expanded standard
deduction. Retain capped deductions for
mortgage interest and state/localtaxesand e
extend credits such as the Child Tax Credit
and Other Dependent Credit with existing
thresholds. .
Eliminate Taxes on Social Security

Benefits: Remove all taxes on Social e
Security benefits, exempting them from
taxable income across all income levels.
Extend Business Tax Provisions of TCJA:
Restore full bonus depreciation for
investment costs and allow immediate R&E
deductions, reversing post-2017 phased-
out provisions.

Corporate Income Tax: Lower to 15%.

Child Tax Credit: Increase the credit to
$3,600 for young children and $3,000 for
older ones, make it fully refundable, extend
eligibility to age 17, and add $2,400 for
newborns.

Earned Income Tax Credit: Enhance the
credit for childless workers and lower the
eligible age to 19.

Premium Tax Credits: Permanently extend
enhanced ACA premium subsidies.
Corporate Income Tax: Raise the corporate
tax rate from 21% to 28%.
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Trade policy e Trade policy involves the continuation or Critical of Past Free Trade Agreements:
escalation of tariffs, particularly against Voted against NAFTA and TPP and opposed
China. the USMCA.

e Trump proposed tariffs of 60% on goods Focus on Labor and Environmental
from China and 10 to 20% on goods from Protections: While not a focus area, Harris
everywhere else. suggests she favors more labor and

environmental protections in trade
agreements.
e Biden's Trade Policies Continuation:
Expected to maintain most of Trump's
tariffs on China, aligning with Biden's
stance, indicating no major changes
expected in current trade policies.
Others e Deregulation: Further rollback of e First-Time Homebuyer Assistance: Offer

environmental and financial regulations. $25,000 in down payment support for first-

e Spending: Potential increases in defence time homebuyers over four years.

spending and infrastructure investment.

Looking back some key economic indicators under Trump's presidency
An analysis of Trump's economic policies and their impact on the U.S. economy and employment reveals a complex picture.
While the U.S. economy showed strong growth during his presidency, there is no conclusive evidence that this growth can be
fully attributed to the policies he often credited. Many studies suggest Trump was fortunate to inherit an economy already
recovering from the 2008 financial crisis following two terms under Obama. However, it is fair to acknowledge the notable
growth of the U.S. stock market and corporate profits during Trump's term as highlights that cannot be overlooked.

1. GDP growth

The GDP growth rate and employment trends during Trump's tenure are believed to largely reflect a continuation of the
trajectory established during the Obama administration. However, both real GDP growth and job creation rates were similar or
even slightly lower than those in the later years of Obama's presidency. For example, cummulative real GDP increased by 7.5%
under Obama compared to 7.2% under Trump, while job creation was 5.3% under Obama compared to 4.3% under Trump.

Additionally, under Biden, GDP growth remains solid, with 2024 forecasts suggesting an annual rate of about 2.8-3.0%.

US Real GDP Growth
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2. Inflation

Trump entered office in 2018 benefiting from a period of low inflation, a trend established toward the end of Obama’s
presidency. Although inflation did see a modest rise within two years, largely due to monetary expansion to fund public spending
and stimulate growth - common in the early years of most U.S. presidential terms - Trump's term overall saw a favorable
inflation profile. Between 2017 and 2020, inflation decreased from 2.1% to 1.2%, before sharply escalating under President
Biden. This subsequent spike was primarily driven by the impacts of the Covid-19 pandemic and the Russia-Ukraine conflict,
which placed additional strain on global supply chains and energy prices as well as pro-longed zero interest rate of the FED during
the Covid-19 period.
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4. Federal Budget
During Trump's presidency, prior to the on-set of the COVID-19 pandemic in early 2020, the U.S. economy did not experience
any significant economic or political crisis that had marked previous presidential terms. For instant the early 1990s were
characterized by a recession and the Gulf War, while the 2008 financial crisis had far-reaching global implications. Despite this
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out, especially when compared to the median deficit ratio of 3.2% observed from 1990 to 2020, a median that includes
challenging periods during the early years of Obama's presidency, when substantial government spending was necessary to
address the aftermath of a severe financial crisis. Notably, if we exclude those tumultuous years, the median deficit/GDP ratio
drops to just 2.97%. Consequently, it can be inferred that Trump's tax incentive policies contributed to a decline in federal
revenue while simultaneously increasing the federal budget deficit/GDP. Despite this, the claimed economic achievements

during his term were not particularly remarkable.

Federal Budget Deficit/Surplus
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5. Stock market Performance

In terms of U.S. stock market performance, President Trump's tenure demonstrated notable strengths, evenif not setting new
records. While the stock market's rise under Trump did not reach the exceptional highs of the Clinton era, the S&P 500's growth
across his four-year term consistently outpaced the 30-year median. Importantly, this growth occurred without any major
financial crises, contributing to a sense of stability in the market. Additionally, S&P 500 companies saw a substantial increase in
earnings per share (EPS), a positive shift especially evident when compared to the later years of the Obama administration.
However, this trend reversed due to the economic disruption caused by the COVID-19 pandemic. These outcomes suggest
that Trump's corporate tax policies, designed to stimulate U.S. business investment, effectively bolstered corporate earnings
and stock market performance during his term.

Cummulative Stock Market Return of DJl in the first 3Y
of each presidency
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6. DXY Performance
During Trump's presidency, the Dollar Index (DXY) remained in a 89-102 range - a level initially established from 2014 to 2018,
following DXY's breakout from a prior 71-90 range that held from 2004 to 2014. Long-term DXY trends are driven more by
Federal Reserve policy than by any single administration’s actions. The Fed's rate decisions, aimed at managing inflation and
employment, are aligned with the broader economic cycle and remain independent of presidential influence. While short-term
DXY movements may reflect some presidential policies, the overall direction primarily reflects the Fed's responses to cyclical

economic conditions. In other words, the medium-term trend of the DXY is closely linked to the economic cycle.
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Trump’s Trade War: Redrawing the global trade landscape
1. China: the biggest victim

Donald Trump's trade policy was marked by a strong stance against global trade, especially with China. His administration
implemented tariffs on approximately $550 billion worth of Chinese imports, with rates between 7.5% and 25%, impacting a
broad range of products, including electronics and semiconductors. This strategy aimed to reduce the trade deficit and bring
manufacturing jobs back to the U.S., while also pressuring China to revise its trade practices.
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Despite the impact onimport costs for American businesses and consumers, the Biden administration has largely upheld these
tariffs, evenreinforcing some in key sectors. This continuity highlights a shared strategic approach to U.S.-China trade, though
each administration has communicated its goals differently.

The drop in imports from China has been largely balanced by rising imports from nearby countries, likely reflecting efforts by

Chinese manufacturers to navigate U.S. tariffs through alternative trade routes.

U.S. Trade deficit from major partners
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2. Vietnam: One of the beneficiaries

Vietnam's trade surplus with the U.S. significantly increased following the start of the U.S.-China trade war, in stark contrast to
China's situation. However, this growth eventually decelerated due to an oversupply of inventory post-COVID, which reduced
overall demand. Despite this increase, U.S.-Vietnam trade relations have faced challenges. During Donald Trump's presidency,
the U.S. withdrew from the Trans-Pacific Partnership (TPP), a deal that could have boosted bilateral trade, and placed Vietnam
on a watchlist for "currency manipulation.” Nevertheless, Trump's administration did not implement any punitive measures
against Vietnamese products.
Under President Biden, the relationship has become more constructive. Although his administration has not sought U.S.
participation in the CPTPP — an alternative of TPP, without the U.S participation, it introduced the Indo-Pacific Economic
Framework (IPEF) to enhance trade relations with regional partners, including Vietnam. Following Biden's state visit in
September 2023, the U.S. and Vietnam upgraded their ties to a Comprehensive Strategic Partnership, committing to further
market openness. Despite this progress, the U.S. Department of Commerce continues to classify Vietnam as a non-market
economy, one in twelve non-market countries, including China, reflecting ongoing political pressures domestically.

US Trade Deficit with China and Vietham
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In summary, the recent U.S.-China trade war has brought advantages to Vietnam as an alternative sourcing option to China, at
some extend. As U.S. retailers seek to offset the impact of tariffs on Chinese exports to the United States, goods produced in
Vietnam and other Southeast Asian countries have become a favorable substitute. While questions remain about the ultimate

origin of these items - possibly still linked to Chinese manufacturers temporarily relocating operations - there is a clear shift.

This trend is particularly evident in industries such as video game consoles, furniture, apparel, and footwear.
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From the perspective of foreign direct investment (FDI) into Vietnam in recent years, we have observed a significant increase

in the share of FDI from Chinese and Hong Kong enterprises - evidence of the aforementioned China + 1 trend. Specifically,

the weighting of FDI from China and Hong Kong rose from 15% in 2016 to 32% in 2023.
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FDI's weighting of major countries in Vietnam
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3. ImpacttoVND
The VND's exchange rate is primarily pegged to the USD, establishing a strong correlation with the DXY's movements. While

short-term fluctuations in the DXY can be influenced by specific government policies, medium- and long-term volatility is
predominantly driven by the Fed's policies regarding inflation and economic cycles. During Trump's presidency, the DXY
fluctuated between 89 and 112, and the VND remained relatively stable, depreciating by only 2.05% from 2016 to 2020. In
contrast, under President Biden, the DXY and USD interest rates experienced significant increases due to the Fed's efforts to

control inflation, leading to a more substantial depreciation of the VND by 9.47%.
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Potential effect of US President candidates on Vietnam
The 60th U.S. presidential election results will soon be available, determining the 47th president for the 2025-2029 term. This

outcomeis expected to have a significantimpact on global economic and political dynamics, including on Vietnam. In this report,
we focus solely on potential economic impacts. Based on our previous analysis of Trump’'s domestic economic policies and

lobal trade legacy, along with the Biden administration's approach to adapting these policies, we observe some possible effects

ing on whether Trump returns or Harris wins the presidency, as follows:
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Trump

Harris

Trade Impact °

Risk: Under the Trump administration,
Vietham could face numerous economic
challenges. The imposition of strong tariffs
- such as a 60% tariff on imports from China
and a 10%-20% tariff on all imports - would
make imported goods more expensive,
potentially reducing consumer demand in
the U.S. Some studies suggest that under
these conditions, Vietnam's GDP could
decrease by nearly 1% compared to a
scenario under Harris's administration.
Moreover, reduced demand from the U.S.

could lead to an influx of cheap Chinese

goods into other markets, harming
industries in those regions, including
Vietnam.

In addition, Vietnamese export companies
may face import duties and anti-dumping
taxes since Vietnam is still classified as a
non-market economy and has a significant
trade surplus with the U.S. Currently,
products from Vietnam that have very low
import duties in the U.S. include wood (0%),
seafood (0%), and tires (4%). However,
textiles, steel, and galvanized steel
products face relatively high import duties
ranging from 8% to 25%. Most of these
items are currently not subject to anti-
dumping taxes. Therefore, a simultaneous
increase in both import duties and anti-
dumping taxes could negate the expected
additional benefits from trade reallocation.
Furthermore, investigations into the origin
of goods may become more stringent to
ensure that the U.S. does not overlook
imports from other countries that actually
As a

investigation and explanation campaigns

originate from China. result,

may become more complicated for
Vietnamese exporters.
Additionally, reduced demand from the U.S.

could lead to an influx of cheap Chinese

We do not anticipate any significant
differences in trade policy under a Harris
administration that would impact trade with
Vietnam. This suggests a stable trade
environment for Vietnam and the continued
strengthening of bilateral relations between
the United States
Furthermore, the Harris administration

and  Vietnam.
shares Trump's perspective on China, so
the “China +1" trend is likely to persist.
Consequently, Vietnam is expected to
remain a key destination for FDI relocating

from China.
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goods into other markets, harming
industries in those regions, including
Vietnam.

Opportunities: Vietnam could benefit from
trade diversification if the U.S. increases its
shift away from imports from China,
opening up opportunities for enhanced
trade with other countries, including
Vietnam. Economists predict that this trade
reallocation could boost Vietnam's GDP by
approximately 0.5% compared to a
scenario under Harris's administration, as
supply chains adjust and imports from the
U.S. increase from Vietnam. Leading the list
of beneficiaries from this second wave of
relocation will be industrial real estate
companies. Following them will be export
companies that can prove the origin of their
goods. Additionally, the flow of goods being
rerouted directly or indirectly from China
through Vietnam to the U.S. will contribute
to profit growth for transportation and

warehousing companies.

VND °

Despite Trump continually asserting that
the USD is overvalued compared to other
currencies, particularly the CNY, which
leads to reduced competitiveness for
American goods, the policies he proposed
could actually increase the value of the
dollar. Measures such as tariffs on imports
and corporate tax cuts are expected to
strengthen the USD. In the short term, a
stronger dollar could increase the risk of
depreciation for the VND.

Additionally, if U.S. economic indicators
remain strong, tax cuts may support
American businesses and consumers.
However, higher import costs could pose
inflation risks in the U.S., potentially slowing
the Fed's rate-cutting process. Prolonged
periods of high USD interest rates will

further increase pressure on the VND.

If Harris wins the election, we can
anticipate a stable trade environment
with reduced risk of widespread tariffs
on imports. This is likely to support
DXY stability. Additionally,

inflationary pressures - resulting from

easing

global trade not being burdened by
excessive tariffs or further disruptions
- could instill greater confidence in the
FED's decisions to lower interest rates.
Consequently, the depreciation
pressure on the VND would be
significantly lower compared to a

Trump administration.
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e A scenario in which the DXY is strong and

USD interest rates are high poses
significant disadvantages for Vietnam,
which has limited room for monetary policy.
If VND interest rates rise, it could affect the
recovery capacity of domestic businesses.
Furthermore, the banking sector's
profitability may also be negatively
impacted. Finally, companies with high
borrowing costs, particularly those with
USD loans, will also face adverse effects.

VNINDEX There is insufficient evidence linking the movements of the VNINDEX to the identity or
partisan affiliation of the U.S. president. However, an analysis of VNINDEX trends during the
past four recent elections reveals two short- and medium-term upward trends following the
elections in 2016 and 2020. Conversely, there was a slight decline in the short term before
strong medium-term increases after both of Obama's victories in 2008 and 2012. Therefore,
concerns that a win by Trump or Harris would predictably influence VNINDEX trends,

especially in the short term, appear unfounded.

Nonetheless, the short-term risks for VNINDEX and the stock market, in general, may be
higher under President Trump compared to President Harris. This is primarily due to the
uncertainty that Trump could introduce into the global economic and financial environment.
Typically, stock markets perceive uncertainty as "negative” in the initial stages, only later

assessing its actual impact.
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DISCLAIMER
Analyst Certification(s)

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about
any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in this report as its
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a result, the investor should be
aware that ACBS may have a conflict of interest from time to time.

ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative analysis,
and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other types of
research products, whether as a result of differing time horizons, methodologies, or otherwise.

Disclaimer

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims all warranties of
merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or soliciting offers to buy or sell
any financial instrument. Without limiting any of the foregoing and to the extent permitted by law, in no event shall ACBS, nor any affiliate,
nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or
consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss, even
if notified of the possibility of such damages, arising from any use of this report or its contents. Other than disclosures relating to ACBS,
the information contained in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not represent or
warrant that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update its opinions or
the informationin this report.

Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS is not
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports that are
inconsistent with, and reach different conclusions from, the information presented in this report.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared
independently of any other interests, including those of ACBS. This report does not constitute personal investment advice or take into
account the individual financial circumstances or objectives of the investors who receive it. The securities discussed herein may not be suitable
for allinvestors. ACBS recommends that investors independently evaluate each issuer, securities or instrument discussed herein and consult
any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day as a result of
changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict actual results,
which may differ substantially from those reflected. Past performance is not necessarily indicative of future results.

This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Otherwise it
will be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such breach (if any).

In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor shall dismiss this report
immediately otherwise it will be at his/her own risks.

ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investors should seek
advice based on their particular circumstances from an independent tax advisor. This report may contain links to third-party websites. ACBS
is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on
such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report
does not imply any endorsement by ACBS. Access to any third-party website is at the investor's own risks, and the investor should always
review the terms and privacy policies at third-party websites before submitting any personal information to them. ACBS is not responsible for
such terms and privacy policies and expressly disclaims any liability for them.

© Copyright ACBS (2024). All rights reserved. No part of this report may be reproduced in any manner without the prior written
permission of ACBS.
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