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Economics Focus
Vietnam’s electronics export boom comes with
hidden risks
■ Electronics has become an increasingly important part of Vietnam’s total export mix.
■ China is on course to overtake the US as Vietnam’s largest export market and
accounts for a growing share of Vietnam’s high-value electronics exports.
■ Samsung is fighting a losing battle in the Chinese handset market.
■ Vietnam’s growing exposure to the Chinese handset market and its outsized reliance
on Samsung for handset exports makes it vulnerable.
■ Vietnam’s “Samsung-concentration” risk mitigation depends on its ability to attract
other consumer electronics OEMs.

Electronics increasingly important to Vietnam’s total export mix.
Vietnam has gained international acclaim for its rapid ascendance up the manufacturing
value chain. A country that just a decade ago was known for its prowess in making jeans
and sports shoes has today become a magnet for iconic global consumer electronics
brands like Samsung and LG. Exports of telephones, mobile handsets and associated
parts account for over 21% of total exports, up by 5% pts in just four years. If you add
cameras, computers, electrical parts and components as well as wires and cables, the
total share of exports rises to a hefty 35%, up nearly 10% pts over the same period.

China to overtake the US as Vietnam’s largest export market
The US remains Vietnam’s largest export market, accounting for 19.4% of total 2017
exports. China is poised to take the crown with its share of Vietnam’s exports rising from
just 10.0% in 2013 to 16.5% last year. As Chinese policymakers continue to cajole its
economy away from an export-dependent growth model to a consumption and servicesled one, Vietnam will have a huge and growing consumer market right at its doorstep. We
expect Vietnam’s exports to China to eclipse exports to the US in a few years.

China's share of Vietnam’s high-value electronics exports growing
The share of Vietnam’s handset exports to China skyrocketed from just 2.3% in 2016 to
15.8% in 2017. This abnormal surge could well be the result of supply chain and sourcing
reconfiguration by handset major Samsung but it is probably in line with long-term trends.
As labour costs in China continue to rise, consumption keeps growing and as Vietnam
starts becoming the global production hub for Samsung’s handset business, it is only
natural that Samsung (and potentially LG) will start supplying China with Vietnameseassembled handsets given Vietnam’s proximity to China’s population centres.

Outsized dependence on Samsung a key risk
Samsung products account for 23% of Vietnam’s total exports and a staggering 67% of
Vietnam’s total exports of electronics (including computers, phones and components).
Samsung’s mobile handset market share in China has dwindled from 22% to just 5% in
the past four years as Chinese players Xiaomi and Oppo continue to improve their
product features and undercut Samsung on price. This leaves Vietnam’s electronic
exports highly vulnerable to Samsung’s fortunes.

Courting other global electronics OEMs should mitigate risk
Vietnam’s growing scale and clout in consumer electronics manufacturing will surely
catalyse the development of a supplier ecosystem and lead to “cluster effects”. However,
nothing can be taken for granted, particularly in an uncertain global trade environment.
Vietnam must actively court other global consumer electronics manufacturers to continue
its dream-run in electronics exports, in our view.
Figure 1: Market share of key handset manufacturers in China
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Vietnam’s
electronics
export
boom comes with hidden risks
Electronics has become an increasingly important
part of Vietnam’s total export mix
Vietnam has gained international acclaim for its rapid ascendance up the
manufacturing value chain. A country that was just a decade ago known for its
prowess in making jeans and sports shoes has today become a magnet for iconic
global consumer electronics brands like Samsung and LG. Exports of telephones,
mobile handsets and associated parts account for over 21% of total exports up by
5% pts in a span of just four years. If you add cameras, computers, electrical
parts and components as well as wires and cables, the total share of exports rises
to a staggering 35%, up by nearly 10% pts over the same period.
Figure 2: Vietnam’s export mix (2013-2017)
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China is on course to overtake the US as Vietnam’s
largest export market
The US remains Vietnam’s largest export market today, accounting for 19.4% of
total 2017 exports. China is poised to take this crown with its share of Vietnam’s
exports rising from just 10.0% in 2013 to 16.5% last year. As Chinese
policymakers continue to cajole its economy away from an export-dependent
growth model to a consumption and services-led one, Vietnam will have an evergrowing and gigantic consumer market right at its doorstep. We expect Vietnam’s
exports to China to keep rising dramatically and eclipse exports to the US within a
few years. This trend might even be helped along its way by the growing trade
protectionism in the US under the Trump administration which might stifle certain
categories of Vietnam’s exports to the US. It is rather ironic that a country with
which Vietnam is currently competing for export market share is now becoming a
major consumer of Vietnamese exports.

China accounts for a growing share of Vietnam’s highvalue electronics exports
The share of Vietnam’s handset exports to China skyrocketed from just 2.3% in
2016 to 15.8% in 2017. This abnormal surge could well be the result of supply
chain and sourcing reconfiguration by handset major Samsung as well as a
possible reclassification by Vietnam Customs. We believe the surge in handset
exports is still indicative of long-term trends. As labour costs in China continue to
rise, Chinese consumption continues to grow and as Vietnam starts becoming the
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global production hub for Samsung’s handset business, it is only natural that
Samsung (and potentially LG) will increasingly sell Vietnamese-assembled
handsets in the Chinese market given Vietnam’s proximity to major Chinese
population centres. Furthermore, Samsung Display in Vietnam might start selling
to Samsung’s display panel production units in China. Vietnam’s proximity to the
component supplier ecosystem in the Pearl River Delta makes it an ideal location
for gradual relocation of component and parts manufacturing away from China.
Figure 3: Vietnam’s phone exports by destination country (2013-2017)
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Samsung is fighting a losing battle in the Chinese
handset market
China is currently doing to Korea what Korea did to Japan in the consumer
electronics industry in the nineteen nineties. It is no secret that Samsung’s
handset business is locked in a fierce battle with upcoming Chinese handset
behemoths Xiaomi and Oppo. Samsung’s market share in China has fallen from
22.1% to just 5.3% in the past four years as Chinese consumers increasingly
favour local handset brands and as local OEMs continue to add a plethora of
features and functionality to their handsets while undercutting Samsung on price.

Vietnam’s growing exposure to Chinese handset sales
and its outsized reliance on Samsung for handset
exports makes it vulnerable
Samsung products account for 23% of Vietnam’s total exports and a staggering
67% of Vietnam’s total exports of electronics (including computers, phones and
components). While Korean major LG electronics also seems to have made
Vietnam a strategic global sourcing hub for a whole range of consumer
electronics products, Samsung still reigns supreme. This makes Vietnam’s
electronics export growth rather vulnerable to any continued erosion of
Samsung’s market share in China.
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Figure 4: Samsung share of Vietnam’s electronics exports

Figure 5: Samsung and LG’s registered FDI (US$ m, 2012-2017)
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Vietnam’s high exposure to Samsung not just
restricted to China market dynamics
While Samsung’s losing competitiveness in the handset market is most evident in
China, it is also losing market share at a global level. As Chinese competitors like
Xiaomi and Oppo aggressively push into new markets (e.g. India), Samsung
might continue to cede ground to them. As a global strategic manufacturing hub
for Samsung Electronics, Vietnam is therefore exposed to Samsung’s imminent
long-term decline in the consumer electronics business. Samsung’s growing focus
on other areas such as biopharmaceuticals and semiconductors are not likely to
benefit Vietnam much as success in these industries is less dependent on lowcost labour than in consumer electronics manufacturing.

Vietnam’s “Samsung-concentration” risk mitigation
depends on its ability to attract other consumer
electronics OEMs
Vietnam’s growing scale and clout in consumer electronics manufacturing will
surely catalyse the development of a supplier ecosystem and lead to “cluster
effects”. However, nothing can be taken for granted, particularly in an uncertain
global trade environment. Vietnam must take advantage of its current dream run
in electronics manufacturing to actively court other global consumer electronics
OEMs such as Apple as well as regional heavyweights such as Xiaomi, Oppo and
Haier to mitigate against the risk of Samsung’s eventual decline in handset
dominance and LG’s possible slide in consumer appliance manufacturing. We
believe it is time for Vietnam to lay the red carpet for Samsung’s competitors if it
wants to continue its electronics export manufacturing dream-run.
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distribution of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described
herein and may not be forwarded to the public in Sweden.
Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research).
Thailand: This report is issued and distributed by CGS-CIMB Securities (Thailand) Co. Ltd. (“CGS-CIMB Thailand”) based upon sources believed to
be reliable (but their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after
due and careful consideration for use as information for investment. Such opinions are subject to change without notice and CGS-CIMB Thailand
has no obligation to update its opinion or the information in this research report.
CGS-CIMB Thailand may act or acts as Market Maker, and issuer and offerer of Derivative Warrants and Structured Note which may have the
following securities as its underlying securities. Investors should carefully read and study the details of the derivative warrants in the prospectus
before making investment decisions.
AAV, ADVANC, AMATA, ANAN, AOT, AP, BA, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEAUTY, BEC, BEM, BJC, BH, BIG, BLA, BLAND, BPP,
BTS, CBG, CENTEL, CHG, CK, CKP, COM7, CPALL, CPF, CPN, DELTA, DTAC, EA, EGCO, EPG, GFPT, GLOBAL, GLOW, GPSC, GUNKUL,
HMPRO, INTUCH, IRPC, ITD, IVL, KBANK, KCE, KKP, KTB, KTC, LH, LHBANK, LPN, MAJOR, MALEE, MEGA, MINT, MONO, MTLS, PLANB,
PSH, PTL, PTG, PTT, PTTEP, PTTGC, QH, RATCH, ROBINS, S, SAWAD, SCB, SCC, SCCC, SIRI, SPALI, SPRC, STEC, STPI, SUPER, TASCO,
TCAP, THAI, THANI, THCOM, TISCO, TKN, TMB, TOP, TPIPL, TRUE, TTA, TU, TVO, UNIQ, VGI, WHA, WORK.
Corporate Governance Report:
The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the
policy of the Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock
Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The
result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside information.
The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be
changed after that date. CGS-CIMB Thailand does not confirm nor certify the accuracy of such survey result.
Score Range:
Description:

90 - 100
Excellent

80 – 89
Very Good

70 - 79
Good

Below 70 or
N/A

No Survey Result

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by,
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the
United Arab Emirates.
United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being
distributed by CGS-CIMB Securities (UK) Limited (“CGS-CIMB UK”). CGS-CIMB UK is authorized and regulated by the Financial Conduct Authority
and its registered office is at 27 Knightsbridge, London, SW1X7YB. The material distributed by CGS-CIMB UK has been prepared in accordance
with CGS-CIMB’s policies for managing conflicts of interest arising as a result of publication and distribution of this material. This material is for
distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional clients
of CGS-CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c) fall within Article 49(2)(a) to (d) (“high net worth companies,
unincorporated associations etc”) of the Order; (d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all
such persons together being referred to as “relevant persons”). This material is directed only at relevant persons and must not be acted on or relied
on by persons who are not relevant persons. Any investment or investment activity to which this material relates is available only to relevant persons
and will be engaged in only with relevant persons.
Where this material is labelled as non-independent, it does not provide an impartial or objective assessment of the subject matter and does not
constitute independent “research” (cannot remove research from here under the applicable rules of the Financial Conduct Authority in the UK.
Consequently, any such non-independent material will not have been prepared in accordance with legal requirements designed to promote the
independence of research (cannot remove research from here) and will not subject to any prohibition on dealing ahead of the dissemination of
research. Any such non-independent material must be considered as a marketing communication.
United States: This research report is distributed in the United States of America by CGS-CIMB Securities (USA) Inc, a U.S. registered brokerdealer and a related company of CGS-CIMB Research Pte Ltd, PT CGS-CIMB Sekuritas Indonesia, CGS-CIMB Securities (Thailand) Co. Ltd, CGSCIMB Securities (Hong Kong) Limited, CGS-CIMB Securities (India) Private Limited, and is distributed solely to persons who qualify as “U.S.
Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This communication is only for Institutional Investors
whose ordinary business activities involve investing in shares, bonds, and associated securities and/or derivative securities and who have
professional experience in such investments. Any person who is not a U.S. Institutional Investor or Major Institutional Investor must not rely on this
communication. The delivery of this research report to any person in the United States of America is not a recommendation to effect any transactions
in the securities discussed herein, or an endorsement of any opinion expressed herein. CGS-CIMB Securities (USA) Inc, is a FINRA/SIPC member
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and takes responsibility for the content of this report. For further information or to place an order in any of the above-mentioned securities please
contact a registered representative of CGS-CIMB Securities (USA) Inc.
Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional,
institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.
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