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Vietnam: A Top Investment Destination in 2024

Vietnam has increasingly become a hotspot for foreign investment, thanks to its resilient
economy, strategic location, and favorable business environment. Despite the challenges
posed by the COVID-19 pandemic, Vietnam has demonstrated exceptional economic strength
and flexibility, making it an attractive destination for global investors.

Resilience Amidst the Pandemic

Vietnam’s ability to manage the COVID-19 pandemic effectively is a testament to its resilience.
In 2020, while much of the world grappled with economic contractions, Vietnam’s economy
grew by 2.9%, one of the highest growth rates globally. Although the pandemic's impact was
felt more strongly in 2021, causing growth to slow to 2.6%, the government’s prompt policy
adjustments—shifting from a zero-tolerance approach to a more gradual reopening—helped
stabilize the economy.

This flexibility has laid the groundwork for renewed economic acceleration. The Office of
Economic and Commercial Affairs in Ho Chi Minh City predicts that Vietnam’s economy will
gain significant momentum in 2022, driven by the reopening after the pandemic, the
relocation of manufacturing from China and other countries, and the implementation of new
trade agreements like the Regional Comprehensive Economic Partnership (RCEP) and the
consolidation of the EU-Vietnam Free Trade Agreement (EVFTA). The International Monetary
Fund (IMF) forecasts that Vietnam could achieve growth rates exceeding 6% in the medium
term.

A Robust Economic Structure

Vietnam's economy has undergone significant transformation over the
past three decades, achieving an average annual growth rate of 6.7%
from 1990 to 2020. This rapid growth elevated Vietnam to the status of
a lower-middle-income country by 2010. Despite its economic progress,
Vietnam still has substantial room for growth, thanks to its relatively low
GDP (USD 366.4 billion in 2021) and its large population of over 100
million people.
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The country’s economic structure remains diversified and industrialized, with the industrial
sector contributing 34% of GDP. This diversification, combined with a growing domestic market
driven by an emerging middle class, provides a solid foundation for sustained economic
expansion.

Favorable Investment Environment

Several factors make Vietnam a prime destination for foreign direct investment (FDI). The
country’s political stability, strong growth prospects, low labor costs, and proximity to major
markets like China, Japan, and South Korea are significant draws for investors. Moreover,
Vietnam’s strategic position as a manufacturing hub has been reinforced by its active
participation in global value chains, particularly in the electronics sector.

Vietnam’s openness to trade is another key factor, with a trade-to-GDP ratio of 183% recorded
in 2021. The country's exports have diversified from traditional goods like textiles and
agricultural products to more sophisticated items such as electronics and machinery, reflecting
the inflow of foreign investment into higher-tech manufacturing sectors.

The government’s commitment to infrastructure development is also notable, with a recent
stimulus program allocating over €13 billion to infrastructure projects, including more than €4
billion for direct investment. Additionally, tax incentives, such as reducing VAT on select goods
and services from 10% to 8% for most of 2022, further enhance Vietnam’s appeal to investors.

Opportunities in the Manufacturing Sector

The manufacturing sector remains the largest recipient of FDI, attracting nearly two-thirds of
all foreign capital. Initially focused on low-cost production of textiles, footwear, and furniture,
the sector has gradually shifted towards more technologically advanced

industries, including electronics, mobile phones, and computer

hardware.

Vietnam’s growing role as an alternative to China for manufacturing
investments has been underscored by the ongoing shift of production
bases by multinational companies. This trend is expected to accelerate
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further, given the implementation of trade agreements like RCEP, which will enhance
Vietnam’s comparative advantage as an export platform.

Challenges and Prospects

While Vietnam offers numerous advantages, challenges remain. The economy still features a
significant state-owned enterprise sector, particularly in key industries such as banking,
telecommunications, and energy. The World Trade Organization (WTQO) has urged the
Vietnamese government to reduce bureaucratic hurdles and increase transparency to fully
capitalize on its economic potential.

Nevertheless, Vietnam’s commitment to reform and its strategic positioning in the global
economy make it a highly attractive destination for investors looking for growth opportunities
in Southeast Asia. With continued economic reforms, an expanding middle class, and a
dynamic manufacturing sector, Vietnam is well-positioned to sustain its growth trajectory and
solidify its status as a leading investment destination in the region
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