OVERVIEW OF VIETNAM’S ECONOMY IN THE FIRST 10 MONTHS OF 2011
I. Vietnam key indicators in first 10 months of 2011
1. Some major points

In the period, the country saw Industrial Production’s Stockpiles Up 21% ,State Budget Investments Up 8.6% , FDI Disbursement Up 1.1%, VND44.6 Tnl Budget Deficit In Jan- Oct 15, Retail and Services Revenues Up 23.1%, Trade Deficit Down 16% in the first 10 months of 2011.

Jan-October CPI Up 18.05% On Year
Vietnam consumer price index in Jan-October was up 18.05% from that of last year. The figures are based on data for the first 23 days of the month.

In October, CPI is estimated to have slowed down to 0.36% from September, the lowest level since July 2010. Of which, prices of education saw the biggest increase of 3.2%.

October CPI increased by 17.05% from December, 21.59% on year.

Industrial Production Index up 7% On Year In Jan-Oct

The Index of Industrial Production (IIP), a new index applied from June to measure Vietnam’s industrial development, is estimated to have risen 7% from a year earlier in the first ten months of this year.

Manufacturing and processing industries, which often account for nearly 70% of the industrial sector’s total added value, up 10.2% on year in the first ten months of this year and 10.3% on year in October.

Electricity, gas, water production and distribution industries is likely to have posted a slower increase of 6.9% in October and 9.4% in Jan-Oct.

In October only, the country’s industrial production index increases 5.2% and 5.3% on month and on year, respectively.

Industrial Production’s Stockpiles Up 21% YOY by Oct 1st

Stockpiles of processing and manufacturing industry are estimated to have surged by 21% year on year by October 1.

Of which, electric cable and insulating electric wire up 88%, cement, lime, grout up 84.4%, power paper, paper and board up 82.6%, furniture up 77.8%, beer and malt production up 50.7%, foot-ware up 49.9%, livestock food production up 42%.

State Budget Investments Up 8.6% On year in 10M/2011

Investments funded by the state budget are estimated at VND149.7 trillion in Jan-October period, meeting 74.6% of the whole year plan and increasing 8.6% on year.

In October only, the state budget investments are estimated at a total of VND19.8 trillion. Of which, VND3.7 trillion government funds, VND16.1 local funds.

FDI Disbursement Up 1.1% On Year By Oct 20th

Disbursement of foreign direct investment (FDI) in the first 10 months of this year rose by 1.1% from a year earlier to $9.1 billion.

Foreigners registered to invest in total of $11.27 billion, down 22% on year, including $8.9 billion for 861 new projects and $2.4 billion for 264 operating projects.

The processing and manufacturing sector attracted $5.63 billion or 50% of total FDI with 362 new FDI projects in the first 10 months of the year.

51 oversea countries and territories invested in Vietnam in Jan-October period. Hong Kong remained as the largest investor with $2.98 billion investment or 26.4% of the country’s FDI capital.

Vietnam Suffers VND44.6 Tnl Budget Deficit In Jan- Oct 15

Vietnam’s budget deficit was estimated at VND44.6 trillion from Jan- Oct 15, accounting for 37% Congress’s approved year plan.

The country’s total budget revenue was estimated at VND530 trillion in Jan- Mid Oct, fulfilling 89.1% whole year target.

In details, the domestic tax was VND323.6 trillion, accounting 84.7% the whole year’s plan, of which VND101 trillion from state-owned businesses contributed, 56.3 trillion from FDI enterprises, VND67.8 trillion private sector , VND29.6 trillion from personal income tax, VND8.2 trillion from oil and gas, VND 5.9 trillion from others.

Crude oil contributed VND81 trillion or117% the full year’s target.

Vietnam spent VND574.5 trillion or 79.2% the year’s plan. Of which, VND118.9 trillion for development investment, VND 377.5 trillion for socio-economic, defense, security, national management, government and agencies, VND78.1 trillion for debt and aid payment.

Vietnam Retail and Services Revenues Increases 23.1%

Vietnam estimated to collect VND1,560.98 trillion ($75.03 billion) from retail and services sector in Jan-October, up 23.1% on year.

The country’s total revenues were estimated to increase 3.9% year on year (price hike factors excluded).

Trade Deficit Down 16% On Year

In Jan-Oct, Vietnam run a trade deficit of $8.4 billion, decreasing 16% on year, and equivalent to 10.7% export value.

The country is estimated to earn $8.3 billion from exporting in October, up 4.5% on-month, meanwhile it spent $9.1 billion to import goods, down 3.7% from September, resulting a trade deficit of $0.8 billion, down 47% on-month.

Telecommunication

Vietnam estimated to have 9.3 million new subscribers in the first 10 months of the year, down 17.2% on year.

The country’s total subscribers were 130.7million, up 3.9% on year in the period. Of which, cables counted 15.5 million, up 0.2% and cells counted 115.2 million, up4.4%.

2. Weaknesses of the economy over the first 10 months in 2011
In spite of some achievements, the economy still faces with many difficulties and challenges. Such challenges facing Vietnam are resulted from different factors, including external ones (import prices, and issue of public debt of developed countries, etc), and internal factors are as follows.
2.1.Slow economic growth, limited competitiveness, and constrained enterprises
The sentiment has been sapped for private equity investors about Vietnam’s economy as only 17% of respondents in a Grant Thornton Vietnam survey hold a positive view, compared to 53% in this year’s second quarter.
The confidence decline is seen as a reflection of the macro-economic problems, said Grant Thornton Vietnam in a report released on Monday.

The financial audit and advisory firm in the report said investors tended to be more cautious than six months ago since the economy is facing more challenges with the drop in gross domestic product (GDP) growth and the rise in the consumer price index (CPI).

Some 84% of respondents described the economic uncertainties as the biggest obstacle to their investment activity in Vietnam.

Regarding the outlook on Vietnam’s economy in the next 12 months, some 51% of the investors expressed a pessimistic view, or a surge of 30 percentage points against the last survey.

The attractiveness of Vietnam as an investment destination has fallen to be the lowest among the last five surveys to 38%. Besides, some 41% of respondents said Vietnam has become less attractive or even unattractive to investors.

Only 29% of the investors replied they would increase their allocation of investment funds to Vietnam, equal to half of the percentage in the previous survey. The numbers of investors unchanging and decreasing their allocation are 43% and 27% respectively.

Bill Hutchison, advisory services partner of Grant Thornton Vietnam, said that as the private sector contributed nearly half the GDP in Vietnam in 2010 and has continually increased its contribution, it was unsurprising that investors consider this sector as the most significant source of deals. 

However, he added, the sombre business outlook as confidence wanes is making investors bide their time at the moment.

The most surprising is that property has surpassed education and retail to become the most appealing sector to investors with a jump from 12% to 44%. However, the survey also indicated that almost the same number of respondents rate the real estate sector as the least attractive.

Like the last surveys, red tape, corruption, infrastructure and the legal system remain as the biggest obstacles with more and more complaints from investors in Vietnam.

Besides Vietnam, investors are considering the new markets, with Indonesia chosen by 40% of the participants in the survey, followed by Cambodia and Laos at 20% and 15% respectively

2.2. Inflation – the trend of price increase
With a 90.4 vote in favor on November 9 the National Assembly (NA) adopted the Resolution on Socioeconomic Development Plan for 2012, which describes inflation control as the primary task.
The NA predicted that the world economy would continue changing drastically in 2012. As for Vietnam, weaknesses and disadvantages would expose more clearly, and macro economic managers would face difficulties in harmonizing the needs to stabilize the macro economy, control inflation and maintain the growth momentum. Next year would create both opportunities and challenges requiring the Government to take tough steps and make the most of national internal strength.

The Resolution shows that the Socioeconomic Development Plan for 2012 emphasizes the need to curb inflation, stabilize the macro economy, maintain a proper growth, renew the growth model, restructure the economy, improve competitiveness, ensure social welfare and social security, increase people's living standards, maintain and stabilize the political system, strengthen national defense, ensure national security and social safety, and improve foreign affairs and international integration.

Major economic goals for 2012 are to (1) increase the gross domestic product (GDP) by 6-6.5 percent, (2) increase export earnings by 13 percent, (3) peg the trade deficit at 11-12 percent, (4) reduce the amount of overspent budgets to less than 4.8 percent of the GDP, (5) invest capital equal to 33.5 percent of the GDP in social development and (6) peg the consumer price index (CPI) growth at less than 10 percent.

It is expected that about 1.6 million jobs would be created and that the urban unemployment would drop to about four percent. Trained workers would account for 46 percent of the total workforce. The poverty rate would reduce by two percent and that in poor districts in particular would drop further by four percent. The malnutrition rate among children under five years old would fall to 16.6 percent. The hospital bed coverage rate would be 21.5 beds per 10,000 people, not including hospital beds at commune healthcare stations. 

Seventy-nine percent of facilities that have seriously polluted the environment would be treated comprehensively. Seventy percent of waste water treatment systems in industrial zones and export processing zones would meet environmental standards. The forest coverage rate would increase to 41 percent.

For this to happen, the NA asked the Government to quickly complete the master plan for economic restructuring and growth model renewal through increased competitiveness in all sectors throughout the country. 

The NA also asked the Government to closely and cautiously apply fiscal, monetary and import-export policies to maintain low and stable monthly CPI growths.

It is expected that excessive state budget revenue in 2011 would make up for excessive budget spending and increase debt payment. The Government would strictly control and minimize import purchases, particularly the import of luxury consumer goods. It also needs to closely watch market prices to ensure supply-demand balance and stabilize the market, increase price law enforcement and market administration to prevent speculation, monopoly, counterfeit and substandard goods.

The Government would continue to bolster industrial development to cater to the demand for domestic consumption and export, particularly regarding added-value service sectors and products that are competitive and are able to take part in the global value chain. Other tasks are to (1) examine and modify the policies on land, taxes, credit, labor and market to draw investment in agriculture and rural areas, (2) overcome natural calamities and epidemics to increase food and foodstuff production, (3) boost farming, forestry and fisheries to help farmers increase income and living standards, (4) set up and develop linkages between production, processing, distribution and consumption of agricultural products and (5) launch rural improvement campaigns in provinces and cities.

The Government would also (1) draw-up incentive policies and mechanisms for the development of industry and trade to facilitate agriculture and rural areas, (2) examine regional industrial development plans to improve the efficiency of industrial zones, (3) invest in new power projects and petrochemical products, (4) promote export-oriented production and (5) improve services to draw foreign tourists. /.


2.3. Monetary market 
Due to the liquidity problems, some commercial banks try to “risk their lives” to attract more deposits by offering the interest rates higher than the allowed levels.
The State Bank of Vietnam has threatened to impose heavy punishment on the banks which deliberately offer the deposit interest rates higher than the ceiling level of 14 percent set up by the State Bank. However, commercial banks still have been trying to “dodge the laws”, offering high interest rates to lure more deposits.

In fact, many small banks are also trying to dodge the laws to attract more deposits. Meanwhile, other banks have been running promotion campaigns or organize lucky draws, promising big prizes to big depositors.

Though the banks all have affirmed that their deposit interest rates are not higher than the ceiling levels, analysts have pointed out that it is very difficult to define the actual interest rates depositors can get, if counting on the awards they receive from banks. Meanwhile, analysts have pointed out that with lucky draws, nearly all the depositors, can get lucky gifts, which makes the actual interest rates they can enjoy much higher than the quoted rates.

A banker said that banks really do not want to break the laws, but they have to, because they have no other choice to improve their liquidity

The State Bank of Vietnam late last week released a report, showing that the total deposits at banks by October 20 had decreased by 0.74 percent from the previous month, of which Vietnam dong deposits had decreased by 1.29 percent, and foreign currency deposits had increased by 1.73 percent.

The figures show that banks are really thirsty for capital. A banker has said that while the demand for loans increases significantly at the end of the year, banks have to restrict lending because the mobilized capital is on the decrease. 

At present, banks have to borrow money on the interbank market at 25 percent per annum, which means that they have to re-lend at the interest rates of 27-28 percent.

As such, it is nearly impossible for businesses to seek low cost capital sources. Though the inflation rate has been decreasing, the lending interest rates would not decrease, because of the capital flow gets stuck.

“The interbank market has not performed the way expected by the central bank. It would be acceptable if one abstains from food for one or two days. But he will suffer heavy diseases if the situation cannot be improved. 

The same thing will occur with banks: if they continue suffering from the capital thirst, their liquidity problem will be more serious. If so, the central bank will have to spend more money to intervene in the market,” the banker has warned.

A lot of banks have been trying to attract more capital by offering higher interest rates for gold deposits. The interest rates have been raised to 2.7-3.2 percent per annum. As such, since the beginning of November, the gold deposit interest rates have increased by 0.5-1.5 percent over October. As for many banks, gold deposits prove to be their “fairy godmothers”.

2.4. Public investment: Loss-making state-owned power group pays high wage 
On November 19, General Director of the EVN Group, Pham Le Viet Thanh, said that besides over VND10 trillion ($476 million) of loss in non-power business fields, which has been cut down to VND8 trillion, the group incurs an additional VND15 trillion owing to exchange rate gap. If EVN is not permitted to raise electricity price, the group will be unable to pay debts.

The official also disclosed that the average income of the power sector’s employees in 2009 was VND7.3 million (nearly $400) and said he was “heart-broken” when his employees earn only that sum. 

According to Thanh, this wage is “quite low”, which is only enough in the countryside and is “inadequate” for those who live in urban areas.

The general director’s statement has surprised many people, who are doctors, university lecturers, engineers because the wage is too high.

Le Thanh, a university lecture, said that he dreams of the wage that makes EVN general director “heart-breaking” because he currently earns VND3.1 million ($150) of monthly wage, with ten years of experience.

Nguyen Thi My Dung, a chemist, said that a pharmacist with university diploma like her earns less than VND5 million ($250) per month while a pharmaceutical worker is paid less than VND3 million a month. “If a VND7.3 million wage is insufficient to live in cities. How can workers who earn VND3 million a month live? Perhaps they all die?”

Most readers agree that in 2009, when inflation was not high, a VND7.3 million wage is the dream of many people. Many public servants earn approximately VND2 million ($100) a month, at present.

Staffs at courts, who have 5-10 years experience, earn only VND3 million per month. Doctors, who are 10-25 years of experience and have master degree, have income of VND4-5 million per month.

Many readers said their salary is only equivalent to a half of EVN’s employees and they live in cities but they can afford to support their families.

Most of readers said that EVN should reconsider itself because in comparison with the society’s average, its wage in 2009 is very high than the current wage in many sectors.
Reader Tran Tien Dung said he has worked for nearly 40 years in a state department in Hanoi but his monthly income is less than VND6 million ($300).

Many people said they are voluntary to join EVN to have a ‘hard life’ like this group of workers. Some even said that they are willing to receive only VND6 million a month, VND1.3 million less than EVN’s average wage in 2009.

Many people also questioned: EVN claims heavy losses but why it still pays high wage to employees and still have capital to invest in telecommunications, real estate and banking sectors?

They are worried that EVN’s complain of heavy loss would pave the way for increasing electricity price.

“If EVN keeps raising electricity price to compensate losses incurred from non-power projects and to increase salary to EVN’s staffs, the power price will keep rising unceasingly,” a reader wrote.

Minister of Labor, War Invalids and Social Affairs Pham Thi Hai Chuyen said frankly that EVN’s official should reconsider his statement because the current minimum salary for staffs of businesses is VND2 million ($100) a month.

“If EVN works at loss but it pays high salary, it is unacceptable,” Chuyen said.

The Minister said that wage must be appropriate with economic development and the Ministry may inspect wage salary at EVN and other organizations.

While many people disagreed with EVN General Director’s statement, some have sympathy with him, saying that Thanh made the statement as the leader of the power sector.

“Perhaps EVN set higher goal of average income. Once it fails to reach the target, the leader may feel sad,” a reader commented.

Some readers said that EVN should be encouraged to pay high salary to its staffs. “I want to be able to live by my wage and to focus my mind in my job because I know that I don’t have to seek my daily’s food,” a reader said.

A high-ranking official of EVN explained to VNExpress that workers of the power sector work hard and they have to face danger at work. He said that the public should not sharply criticize Thanh’s statement because as the top leader, he has to take care of his employees.

Vo Quoc Thang, Chairman of Dong Tam JS Company, said VND7.3 million wage is not high if all EVN’s employees are university graduates.

Economist Pham Chi Lan said she was surprised because in 2009, EVN’s average wage was up to VND7.3 million while at the same time, many public servants, doctors, engineers could live with VND4-5 million a month.

According to the Ministry of Labor, War Invalids and Social Affairs, the average wage of workers in 2009 is VND2.84 million a month. Per capital income of Vietnamese in 2010 was only VND1.387 million a month and VND3.4 million for the group of richest families.

In 2010, the fields that ranked top for average wage include: mining and metallurgy with VND9.2 million/month; banking VND7.6 million; pharmaceutical industry VND7 million; electronics and telecoms VND5.5 million. That of garments, footwear, food processing industries was only VND2.1-2.3 million/month.

Thus, EVN’s average wage in 2009 is equivalent to that of the group of highest wage in 2010

2.5. Shortcomings in trade deficit control
The national trade deficit in the first 10 months of this year was kept at nearly 8.4 billion USD while the figure of the same period last year was 9.5 billion USD, according to the General Statistics Office (GSO). 

The GSO report said during this period, the country earned 78.03 billion USD from exports, an increase of 34.6 percent over the same period last year, which was a significant growth. 

It was three times higher than the annual growth target that the Government had set at the beginning of this year, it said. Head of the office's Trade Department Le Minh Thuy attributed the increasing export value to high prices of some products in comparison with the same period in 2010, such as pepper, rubber and cassava.

Garment products topped the list of 27 main exports, with a turnover of 11.7 billion USD, a year-on-year increase of 29.4 percent. 

However, pepper, cassava and cassava-based exports gained the highest growth. Pepper products fetched 700 million USD, strongly surging by 93.9 percent. Meanwhile, cassava and cassava-based exports earned 823 million USD, up by 93.4 percent against the first 10 months of 2010.  

The US remains Vietnam 's biggest partner, followed by the EU, Southeast Asia , China and Japan .  

In terms of imports, the country spent 86.4 billion USD, a year-on-year increase of 27 percent, of which goods serving production such as petrol, chemicals and steel accounted for a large portion. 

Thuy explained that high prices were the main reasons pushing up the import turnover in the first 10 months.  Petrol imports totalled 8.6 billion USD while steel and iron imports were worth 5.7 billion USD and fertiliser imports reached 1.4 billion USD. Thuy predicted that the trade deficit would continue to increase in the last two months of this year. 

In October alone, the national trade deficit dropped by nearly 50 percent month-on-month, hitting just 800 million USD.  This month, the country has earned 8.3 billion USD from exports, an increase of 4.5 percent over September. Meanwhile, it spent 9.1 billion USD on imports, dipping 3.7 percent month-on-month 

2.5. Development of Vietnam’s agriculture sector facing difficulties

As of October 15, 2011, provinces in the North harvested 434,500 ha of winter rice, accounting for 35% of total cultivated area and equaling48.7% from the same period in 2010, mainly due to later seasonal cultivation from last year’s same period, of which the Red river Delta achieved 188,100 ha, accounting for 32.5% of total cultivated area and equaling 45.3% from last year’s same period. As of mid-October, Southern provincesonly cultivated 497,800 ha of winter rice, equaling  69.4% from last year’s same period. 

Together with this, provinces over the country also harvested 2,145,400 ha of summer-autumn rice, accounting for 81.3% of seeded area. Provinces with fast reaping speed: Can Tho achieved 96% of cultivated area; Kien Giang 95%; Dong Thap 92%; and Vinh Long 88%.

As of October 15, the country cultivated124,200 ha of maize, equaling 80.2%; 15,600 ha of sweet potato, equaling 50.8%; 25,700 ha of soybean, equaling 30.7%; 59,700 ha of vegetables, equaling 80.6% from last year’s same period. As estimated, flocks of buffalos and oxen were equal from last year’s same period, flocks of poultry rose 7-8%. Only flocks of pigs reduced 2-3% from last year’s same period. 
In its latest report to the government, Ministry of Agriculture and Rural Development (MARD) said that the attraction of Official Development Assistance (ODA) and Foreign Director Investment (FDI) for the agriculture sector faced many difficulties during the first 10 months. The difficulties will continue in next few years.
FDI for agriculture and rural area accounted for small proportion in Vietnam’s total FDI attraction and tended to slow down from 8% in 2001 to only 1% in 2010.

In 20 years from 1990 to 2010, FDI for Vietnam’s agriculture reached only $4.3 billion (or 2.3% of total), averaging $215 million per year.

This year the agriculture sector targets to draw around $50 million of FDI. Since July, the country has not attracted any ODA project for agriculture.

During the first half of 2011, the sector approved 16 projects with total capital size of 5.083 trillion dong (equaling to $250 million). Meanwhile total ODA for agriculture in 2010 had gained $490 million.

Luong The Phiet, Director of MARD’s International Cooperation Department attributed to the small ODA attraction for agriculture to changes in policies of international organizations such as Asian Development Bank (ADB) because Vietnam became the mid-income country with $1,000 per person a year. Different from the previous time, they [international donors] have to consider focus investment with effective execution and strict supervision.

Especially, they requested the interaction between donors and ODA receivers. In addition, the global economy is falling in recession, leading to more difficulties in attracting ODA, MARD reported.

Concerning FDI attraction, Mr Phiet said “So far, investing FDI in agriculture has been hard all the times because it is not attractive field while capital from FDI is money of individuals of organizations, companies, and groups so their high priority is profit. Therefore, they prefer investing in the sectors with quick profitability, not agriculture”.

According to MARD, in the period of 2010 to 2015, the agriculture sector is expected to draw $2-2.25 billion, 3-fold increase against previous periods but in the current context, the target is hard to be reached.

Yet, in the recent plan on restructuring agriculture, MARD just offered general solutions such as continuing investment encouraging policies, focusing on some fields (food safety, hunger eradication poverty reduction) with elaboration on major measures.

The master plan lacks particular direction on attracting and using ODA for agriculture and rural, allocation of capital, efficiency of capital usage, Le Van Minh—former director of International Cooperation Department commented.

III. Some impacts of the world economy to Vietnam
1. Public debt in Europe adversely affect Vietnam

Prospects for economic growth in developing countries and emerging general and Vietnam in particular will be less affected, due to the interdependence between the economies in the context of globalization.
Speed ​​economic recovery is slow, the risk of recession, many areas of financial instability is the main feature of the world economy in the next 1-2 years. Dose “stimulus” familiar through pumping money into the economy with an emphasis on the private sector, especially in America, does not give expected results.

Investment flows down

The main reason for the bleak situation on the international trade and investment flows across countries is greatly reduced, while the first two-ship sector (U.S. and EU) have not found the solution to problems of growth and debt crisis in the context of the tight budget now. The worsening financial conditions, fiscal policy (particularly the Government’s proposed Obama income tax for income over $ 1 million) went into a dead end due to disagreement between the parties political, increasing unemployment and the housing market is increasingly weakened.

In Europe, bad debt and risk spreads in the euro zone high, public debt restructuring in Greece and to recapitalize the banks in some countries such as France, Germany, Italy just be time constraint. Severe consequences from natural disasters (earthquakes and tsunamis in Japan), continuous variation of the cost of materials produced by political unrest – economic development in North Africa and the Middle East also negatively to economic recovery.

Diversification of export markets

World economic downturn will lead to negative growth in the economy is growing, because most of these countries depend on exports. Adverse effects can ripple through three main channels: The spread of financial instability is the main threat. Bad debts in the property sheet of the banks in the euro area, erratic fluctuations of financial markets could lead to cut or reduce investment from developed countries to developing countries.

The second channel is weak growth and implementing policies to tighten spending, limiting credit growth in both the U.S. and other developed European countries will lead to cuts in aid and demand for imports from the developing countries.

Finally, changes in exchange rate euro/dollar and especially the weakening of the euro is unfavorable factors reduce the competitiveness of export commodities are priced in U.S. dollars.

The level of impact varies depending on the level of integration. The affected countries are the countries with the largest proportion of large commercial transactions with the U.S. and Europe. For Vietnam, the negative impact from the weakening of the U.S. economy could see the most is because this country is the leading trading partner of our country, about 20% of the total export value, especially textiles and clothing. Evolution of the Chinese economy, exports decreased and the risk of collapse of real estate capital markets are too hot can lead to adverse effects.

Diversify export markets through promotion of trade relations, particularly in the ASEAN bloc, is an appropriate solution in this time. Also, create favorable conditions for state cooperation projects – private (PPP) funding will also help offset the shortage of foreign investment, while avoiding to increase the public debt.

2. Impacts from the world price
Gold fevers in recent days, dubbed "gold madness" by the press, claimed immediate losses from many people ignorant of gold and the economy as they purchased the bullion at very high prices, even considerably higher than world rates. The question is why people do not buy gold at lower prices, but whenever the precious metal gains in price?
The madness of gold weakened the local Vietnamese dong (VND), adversely impacted the foreign exchange market, imbalanced forex supply and demand, challenged public confidence, and threatened the stability of the forex market that the State Bank of Vietnam (SBV) was striving for.

 

From the recent gold rush, the public once again pointed at existing shortcomings in gold market management policy and raised disagreements to the draft Decree on Gold Market Management that the SBV announced some months ago, because as soon as the central bank announced the new draft decree (replacing the old draft decree with the basic content of eliminating the gold bar trading market, people are prohibited from purchasing gold bars), gold bullion trading increased. Besides, the new draft does not have effective anti-speculation measures and does not end the dominant status of gold in the economy. 

 

The Vietnam Gold Business Association, specialists and economists proposed setting up a centralised gold trading floor managed directly by the SBV. This aims to interconnect domestic and global gold markets, liken domestic and global prices, and prevent gold rushes. People holding gold certificates will be able to trade much more conveniently than when they keep real gold; thus, the liquidity of gold trading will be higher. However, the Vietnam Financial Investors Association (VAFI) pointed out that the formation of a centralised gold trading floor only differed from free gold trading floors in the following aspects: gold trading floors are integrated into only one, and operated according to the State rules. They are also different in the percentage of financial leverage. In nature, there is no change from the old mechanism.  

According to the VAFI, most people trading gold on gold trading floors suffered losses. They even lost nearly all the money spent on gold. Perhaps, thousands of gold investors incurred huge losses because they traded on gold trading floors. Only operators of gold trading floors gained super profits. The establishment of a centralised trading gold floor will not be able to prevent aforesaid consequences, meet targets and bring in economic benefits. On the contrary, it may worsen economic instability.
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In practice, gold trading is a sort of currency trading, a sensitive business, which affects the security of national currency and is, in some cases, the source of exchange rate instability, inflation and confidence erosion. Thus, it requires immediate, effective control policies. The recent gold rush was not caused by macroeconomic instability because macroeconomic indicators were getting better. Speculators took the advantage of global volatility and lax domestic management over the gold market to create “waves” of demand, strain the monetary market in a short time, and impact exchange rates. Mr Nguyen Hoang Hai, VAFI Secretary General, said this should be quickly put to an end.

 

According to the VAFI, to have a practicable and effective decree on gold trading market management, policymakers need first of all to define specific objectives for the policy.

 

Accordingly, Vietnam needs to shift bullion kept by the public into manufacturing fields and increase forex reserves by economic measures on the principle that practical interests of the people are ensured: The amount of gold kept by the public can only gradually decrease, not increase. At the same time, there must be solutions to address the roots of gold speculation and eliminate any gold fever. According to the VAFI, domestic gold prices will move in tune with global rates and price movements will not engender gold rush or affect foreign exchange policies. The recent volatility of gold prices has no impact on forex policies in most countries in the world; Vietnam may be the only exception. 

 

"Vietnam is a poor country and it needs capital and foreign currencies to develop its economy, but tens of billions of US dollars are “frozen” or “inactive.” Gold and foreign currencies must be converted and flow into manufacturing sectors,” Hai concluded.

2. Exchange rate risks 

The 13th adjustment in October of the dong/dollar exchange rate made by the State Bank of Vietnam has made the dong lose 0.73 percent of its value since the beginning of October.
On October 27, 2011, the State Bank of Vietnam once again adjusted the dong/dollar exchange rate, with which, the dollar price has increased by 20 dong per dollar to 20,788 dong per dollar. Commercial banks immediately raised the quoted the dollar sale price to 20,996 dong per dollar, the highest possible level, and the purchase price to 20,990 dong per dollar.

The 13th adjustment in October has led to the 0.73 percent depreciation of the dong over the last four weeks. Meanwhile, the Governor of the State Bank of Vietnam on September 7, committed that the dollar price would not increase by more than one percent by the end of the year. 

Securities companies have said that the latest dong/dollar exchange rate adjustment is not the good news for the stock market, because investors now have more reasons to believe that the exchange rate would be adjusted further towards the end of the year, which would put harder pressure on the gold prices and make the inflation problem more serious in the last months of 2011.

Deputy Chair of the National Finance Supervision Council Le Xuan Nghia said at a recent workshop in HCM City that if the dong interest rate is forced to decrease, the dong/dollar exchange rate would go on the opposite direction.

“In the next 18 months, the stability of the banking system and the exchange rate would remain the two biggest challenges for the national economy,” Nghia said.

Nghia also said that the “occupy Wall Street” movement, if spreading out and having big impact on the financial sector, may force the global stock markets to impose stricter standards and higher transparency on their operations. If so, this would influence some stock markets in Asia, including Vietnamese, thus causing shocks in gold price and exchange rate.

“Businesses need to pay more attention to the interest rate and exchange rate risk management and should not rely on the market factors which they cannot control,” said Huynh Buu Quang, a senior executive of HSBC Vietnam.

Quang went on to say that the State Bank of Vietnam should show commercial banks how to restrict the lending in foreign currencies which serve unreasonable purposes, and it should drive the exchange rate in a flexible way which is unpredictable to speculators, thus helping ease the speculation.

Analysts have pointed out that the dong/dollar exchange rate now still partially depends on the gold market. Gold is now serving as the place for speculators to shelter amid the high inflation. Where to find enough dollars to satisfy speculators’ thirst for gold? The question makes experts think that it is necessary to tighten the control over the gold market and put the gold transactions into the normal track.

Money has been kept at banks and buried in gold, while the national economy is lacking capital and resources for development. This problem remains unsettled, because bankers believe that gold and foreign currency prices remain unknowns. 

The exchange rate has been stabilized at new high peaks over the last week. Meanwhile, the State Bank has vowed to heavily punish illegal foreign currency transactions when raising the fines on the activities by 7-10 times (300-500 million dong). The central bank’s inspectors also regularly tour commercial banks to be sure that the exchange rates applied by commercial banks in transactions are not higher than the ceiling levels.

While the dollar price quoted by commercial banks increased, the black market’s price yesterday October 28 dropped to 21, 300-21,550 dong per dollar, a decrease of 200-250 dong per dollar in comparison with October 27.

In related news, the gold price increased to 44.75-45.05 million dong per tael on October 28.

Besides, Vietnam is also affected by other matters of the world economic regression, particularty to exports and prices.
III. Forecast of some major macroeconomic indicator in 2011 
Socio-economic development targets for 2011 have been revealed by the Ministry of Planning and Investment (MoPI). The main task is to retain a high economic growth rate based on continued economic structure adjustment, competitiveness improvement and global integration.

The Ministry of Planning and Investment has set up an ambitious plan for economic growth in 2011. While GDP growth for 2010 is forecasted to reach 6.5-6.8 percent, MPI has decided to set the target for 2011 at 7-7.5 percent, requiring Vietnam’s GDP to be 2,231,000-2,252,000 billion dong, or $112 billion (the exchange rate is 20,000 dong per dollar). If so, the average GDP per capita will be $1270.

MPI also mentioned goals for three economic sectors, including agriculture, forestry and seafood, industry and construction, and services. The added value of the three sectors would be 2.5-3 percent, 7.5-8.2 percent, and 8.2-8.5 percent, respectively. All targets represent considerable increases over 2010.

Similarly, after predicting that 2010 export revenues would increase by 12-13 percent over 2009, MPI built its guiding framework for 2011 socio-economic development with the hope that the export revenue would reach $70.4-71.7 billion, an increase of 10-12 percent over 2010.

Meanwhile, total investment capital will remain at the high level of 930,000 billion dong, equal to 42 percent of GDP, increasing by 15.5 percent in comparison with the implemented figure for 2010.

Regarding inflation, Vietnam will curb the inflation rate at less than eight percent, just as in 2010. With this goal, the Government is clearly pursuing policies to obtain high economic growth and macroeconomic stability.

According to MPI, budget overspending in 2010 will total some 5.5 percent of the GDP. Total import revenue is forecast to reach $86 billion and the trade deficit is predicted to stand at $14.3-15.6 billion, a relatively high figure equal to 20-22.2 percent of export revenues.

Regarding the general payments balance, Vietnam will have a surplus of $1.3 billion, obtained thanks to the high capital surplus of $11.4 billion.

Explaining these high and ambitious goals, MPI analysts explained that, after the global economic crisis, the world will enter a new development stage with many opportunities. Vietnam’s economy is now recovering very rapidly in all economic sectors: the macroeconomy has stabilized, the investment environment has improved, while the domestic market has become prosperous.

Economic experts also aver that the first half of 2010 showed that the national economy has been recovering very rapidly, much more quickly than predicted. The trend will continue into the latter half of the year, serving as a strong base for Vietnam to initiate its new five year socio-economic development plan for 2011-2015 and to implement its 10 year socio-economic development strategy for 2011-2010.
IV. Some recommendations for fullfilling socio-economic development targets 2011 
1. Short-term recommendations
Taking aim at single digit CPI growth 

With strong political leadership, the National Assembly’s CPI target for next year is both achievable and desirable, given the government’s existing tough policies. The National Assembly recently adopted a resolution on socio-economic development for 2012 and targeted a CPI rise of less than 10 per cent.

This target aims to take full advantage of the effectiveness of the government’s sturdy policies on inflation, which is expected to hit at least 18 per cent this year, far higher than the initially targeted 7 per cent.

The majority of National Assembly deputies have given this 2012 CPI target the nod. Curbing inflation will be the prime target for 2012. With stricter management of state spending and investment, we will maintain suitable credit growth and take more initiative in controlling prices. The National Assembly’s Standing Committee believes that it will be feasible to hold the CPI to below 10 per cent next year.

Nguyen Dinh Cung, vice head of the Central Institute for Economic Management, predicted the CPI would increased less than 10 per cent in 2012 and the rate would even fall to 6-7 per cent during 2013–2015.

According to Le Xuan Nghia, vice president of the National Financial Supervisory Commission, the CPI was likely to hit 19 per cent this year, but only 9 per cent next year. Nguyen Duc Tiep, a senior economic expert from Lien Viet Bank’s Commission for Business and Technology Strategy, told VIR the target was “quite appropriate and feasible.”

He said the 2011 inflation situation was unlikely to reoccur in 2012 because this year the government had failed to make timely inroads against soaring inflation. “The government’s current policies including tightened fiscal and monetary regimes will need time to prove their effectiveness next year. This time last year, we saw none of the kind of government policies we are seeing now,” Tiep said.

But, experts warned CPI targets would only be achievable if the government stuck to its guns.

The key is for government leaders to continue to limit both growth in domestic credit and the size of the budget deficit. This may slow the speed of economic recovery, but macro stability is important for medium- to long-term equitable growth.

Vietnam’s budget deficit is estimated to occupy 4.9 per cent of the country’s gross domestic product (GDP), while credit growth is projected at around 12 per cent. Cung also underscored the need to reduce state budget overspending to 3-3.5 per cent of GDP in 2013 or 2014.

The government would need to resist pressures to subsidise, or provide other special privileges, to particular businesses, industries, or areas. Such support contributed to inflationary pressures, and distorts markets. It is rarely efficient or effective, and usually only benefits a relatively privileged few.

Restoring macroeconomic stability is the immediate priority, but addressing root causes of high inflation requires greater efforts at structural reform. Vietnam’s inflation has been trending downwards for some months. A 1.09 per cent rise in June against May became a 1.17 per cent rise in July against June. This was followed by a 0.93 per cent increase in August against July and an 0.82 per cent in September against August. Meanwhile, last month saw a 0.36 per cent rise on September’s inflation figure.
Strict monetary policies to curb inflation 

Tighter controls on inflation and maintaining steady prices on essential items through the end of the year and during the upcoming holiday season were hot topics at yesterday's regular Government meeting.
The country would continue to need tight monetary policies to limit this year's inflation rate as targeted, said Prime Minister Nguyen Tan Dung.

The State Bank of Viet Nam would have to further lower the double-digit interest rates and prioritise loans for production, business, rural development, agriculture and exports, he said.
He emphasised that bold measures must be taken by the ministries of Industry and Trade, and Agriculture and Rural Development to ensure sufficient supply of essential goods to meet the rising demands towards the end of the year and the Tet (Lunar New Year) holiday.

"Prices must be controlled and kept stable to avoid any "price fever," he said.

Dung also asked his cabinet to strengthen controls over luxury goods to curb the trade deficit, which is about 10 per cent of export values this year.

At the two-day meeting which ended yesterday, the cabinet agreed that the monetary and credit policies applied so far had gradually slowed down price rises and the macro economy had become more stable in the last months of the year.

CPI (Consumer Price Index) growth was only 0.39 per cent in November, the forth consecutive month with an increase of less than 1 per cent. CPI for the first 11 months of the year increased by nearly 19 per cent against the same period last year.

In terms of fiscal policies, the Government cut its regular spending by 10 per cent.

Some VND81.5 trillion (US$3.7 billion) has been cut from State investment plans, which would help more than 1,000 on-going projects to finish by the end of this year.

The total export values as of the end of November reached more than $87 billion, up by 34.7 per cent against the same period last year whereas imports increased by 26.4 per cent to $96 billion. Export values for the year are expected to rise by 33 per cent year-on-year.
The Government forecast this year's Gross Domestic Product to grow by 6 per cent, a "pretty high growth rate in the context of curbing inflation."

Food production is expected to reach a historic high this year, with rice production expected to reach 41.5 million tonnes, a 1.5 million tonne increase over 2010.

Social security policies, including job generation and poverty reduction, had also posted good results, according to the cabinet.
High inflation and interest rates, bad debts that were showing signs of increasing, weak liquidity among some commercial banks, troubled exchange rates and weakening security and property markets were huge challenges that needed to be addressed next year, said Finance Minister Vuong Dinh Hue.

He suggested the inclusion of traffic safety and cost reduction management goals in the 2012 socio-economic development plan.

Minister of Public Security Tran Dai Quang said the State Bank of Viet Nam needed to step up inspections to prevent violations as bad debts were increasing.

Agreeing with next year's GDP growth target of 6 per cent, Minister of Construction Trinh Dinh Dung recommended the development of a road map to reduce the interest rate to 10 per cent by the end of 2012 and tighter State controls for the property market.
Economic restructuring
The 2011-15 economic restructuring plans for State-owned enterprises (SOEs), the commercial bank system and investment, which will be developed next year, were also discussed at the cabinet meeting.

The Government agreed that restructuring SOEs was an urgent task to improve their efficiency as enterprises and would serve as a tool to regulate the macro economy.

Under the SOEs reform plan, the Government will boost the scrutinisation of SOEs, restructure all State economic groups to make them more specialised, renew management methods over SOEs and State economic groups, and create a competitive and equal environment between different business sectors.

The State Bank of Viet Nam was asked to soon complete reforms of the credit organisation system to improve financial capacity and competitiveness.

In a discussion about investment restructuring, Construction Minister Dung and Minister of Resources and Environment Nguyen Minh Quang said the reforms must be accompanied by other tools, including financial and monetary policies, to minimise the current inefficient State investment. 

2. Longterm recommendations 
SOE Restructuring: Reducing Public Investment as First Task

Considered to be a major unknown in the multi-dimensional problem of economic restructuring, public investment restructuring in State owned enterprises (SOEs) has recently become a matter of concern because this field accounts for over 40 percent of total capital investment in social development.

 Currently, Vietnam possesses over 1,200 SOEs of one member limited liability companies. Annually, losses of SOEs amount to approximately 12 percent, out of the 25 percent overall loss of enterprises. The average loss of SOEs is twelve times higher than that of non-State owned enterprises. Mr Le Xuan Ba, Director of Central Institute for Economic Management (CIEM), gave these figures in an interview with Vietnam Business Forum. 

 Firstly, inadequate investment management mechanisms have limited the investment efficiency of SOEs. The results of SOE performed tasks do not match the scale of investment resources.

 Secondly is Vietnam’s specification towards SOEs; their main purpose is not profit maximisation like enterprises of other economic sectors. Thus SOEs’ structure is not reasonable for business, and a distance exists between policy and implementation. The result of SOEs’ restructuring process has just shown a reduction in the number of SOEs, it has not significantly influenced the mechanism of State resource allocation, industry restructuring or the operational efficiency of SOEs. Furthermore, SOEs’ management and supervision of operation efficiency are not good enough.

 Policy priorities and supports from State ownership have decreased innovation to improve SOEs’ performance. The mechanism of assessing SOE performance does not effectively warn and prevent inefficiency in the use of state assets and capital investment.

 External turmoil is an opportunity to expose internal difficulties more clearly and quickly. In order to restructure the economy, it should begin with investment restructuring; re-allocating appropriate funds for society. When application - approval mechanism still exists in the budget “cake”, provinces will not improve their awareness and public investments are still ineffective.

 Therefore Vietnam Government needs drastically cut public investments by selling off, or even sell at a loss uncompleted projects which are not necessary to maintain and possibly implemented by private sector, and get this benefit for more effective uses. It shouldn’t accept other projects so we have to discuss again to find out the reason for impossibility to loan repayment in the following years.

 I think it is necessary to cut social investment to 35 percent of GDP, compared to over 40 percent in 2011 and strongly reduce public investment to less than one third of the total social investments. Particularly, all of ratified portfolio investment, which has not been implemented, should be rechecked; firmly reject portfolios which no longer fit to new conditions and criteria. There should be a plan for capital investment to play a real role in stimulating private and foreign capitals, strengthening connections between areas as well as nationwide.

 In business, SOEs are at higher potential risk than other enterprise types. The reason is that SOEs have less motivation; meanwhile they receive much more “natural” supports from the state budget and become dependent on it. There are even worries that the economy could be ‘kidnapped’ to meet the requirements or to handle crisis caused by ineffective SOEs. According to international practices, the proportion of SOEs in GDP accounts for only 4-5 percent, if it is up to 7-8 percent they will sell a portion (through equitization). Therefore, they treat problems occurring in the SOE sector as stepping on the sand, while in Vietnam, there are too many SOEs that they feel like handling with huge stones. 

 It is true that the thinking and concept of roles and tasks of the state in market economy under socialism orientation is unclear. The thinking existing since the centralized market, according to which the state should intervene in every sector, is still considerably popular at all levels; there is not any clear distinction between duties of the state, of the market and of social organizations. This has dispersed State resources, even on goals inconsistent with market mechanisms.

 Therefore, the Government should have measures to support SOEs to improve their operating efficiencies, increase productivity, not only to increase short term profits. SOEs should be subject to the same competitive pressures as other economic components.

 The most important thing in the restructuring of SOEs is publicized, transparent information. This will create pressure for business leaders to act flexibly under the market mechanism. One solution to enhance the competitiveness of the SOEs is to promote the equitization of SOEs, shrinking to the minimum level the number of SOEs which hold 100 percent of capital

 As for businesses that the state should continue to manage and use as an economic tool, it should choose the form of joint stock companies, in which the State holds dominant shares. Therefore, the focus in the coming period is to continue reviewing SOEs to classify and firmly sort the approved earlier SOE fit company structure.

 Currently, the Government has commissioned the Ministry of Planning and Investment in the construction of the scheme: "Separating state management functions and ownership functions from the SOE sector." Hopefully, when the project is submitted to the Government, the picture on the mechanism of state management of SOEs will be newly open.

 It is the general trend and is a good solution. If it is not a field that SOEs must be involved in, the Government must sell those enterprises and commission the field to private enterprises. The Government in turn uses the collected money to invest into other fields which the private sector is still incapable of doing, and when the SOE operates effectively, the Government continues to sell it. This is how the state sectors in most countries do. And that is how the State shows its leading role.

 Because the ratio of public debt to GDP of Vietnam is currently up to 50 percent which is too high, if this number mounts up to 70 percent we will surely go bankrupt. Let the State do what it is good at, and leave private sector do what it is good at; the State should only set out criteria for implementation. The State should even sell profitable SOEs which it is not necessary for the state to hold. 

Changing Public Investment Mechanisms 

According to economists, public investment was made at a high level and at a large scale but lacked focus in the recent period.
Large-scale and unfocused investment
The Development Strategy Institute under the Ministry of Planning and Investment said that in recent years, public investment in Vietnam was maintained continuously at a high level. From 2001-2005, public investment accounted for 23 percent of total investment in development; from 2006-2010, that was 24 percent. 

The amount of public investment increased continuously. In 2000, total investment in development was VND115 trillion and that increased 3.2 times to VND371 trillion in 2009. In 2008, due to high inflation, the State decided to cut public investment but it was just a little lower than that of 2007 and increased again in 2009. Last year, total investment in development amounted to VND400 trillion, up 7.8 percent compared with 2009.

Increases in public investment in the recent period were attributed to the lack of focus in investment. Dr. Phan Thanh Ha, the deputy director of the Finance and Monetary Department of the Ministry of Planning and Investment, said that this is a 'chronic disease' of pubic investment in Vietnam, which is reflected by the fact that the country has 166 seaports which include 20 international ports, 22 airports which include eight international airports, 15 economic zones and 28 border-crossing economic zones, 260 industrial zones and 650 industrial parks for small and medium enterprises. 

Sharing the above opinion, Dr. Vu Anh Tuan, the deputy secretary general of the Vietnam Economic Association, said that in Vietnam, each locality looks like a kingdom with a range of facilities such as airports, seaports, universities and golf-course. This will make the Vietnamese economy unstable. 

Some economists said that public investment has a relation with inflation and can cause a monetary crisis. High and ineffective public investment in circumstances when the country's savings have decreased will require the State to borrow more loans. This is one of the main reasons leading to high interest rates, the depreciation of the Vietnamese dong and high inflation, said a representative of the Vietnam Institute of Economics. 

Solutions
At a workshop which was held in Hanoi recently to discuss measures to renovate institutions, mechanisms and improve, restructure public investment for the next several years, participants shared the opinion that public investment in Vietnam remains high due to unsuitable decentralization of the authority to make investment decisions, which makes it impossible for the Government to coordinate investments in localities. Moreover, due to low-quality planning, public investment is still unfocused and many projects are inconclusive. Outdated technology is still applied; the implementation of public investment projects is still poorly managed; construction is slow and causes losses. 

To deal with the above problems, Dr. Vu Anh Tuan said that it is necessary to identify the fields on which public investment must be focused as well as specific projects which must be prioritized in order to prevent unfocused investment and ensure effective investment.

In addition, it is necessary to change public investment institutions towards assuring the consistency of national development strategies. To do this, Vietnam must concentrate on making long-term strategic development plans, improve the quality of planning and ensure publicity and transparence of public investment decisions.

Public investment must have good socioeconomic effects and contribute to environmental protection. To achieve this, it is necessary to eliminate the subsidy mechanism under which State-owned businesses are granted budgetary allowances. A law on public investment must be promulgated as soon as possible and legal standards must be set to ensure the effectiveness of public investment. The administration of public investment must be renovated through activities such as tendering, reviewing and auditing. It is necessary to eliminate the 'asking-giving' mechanism in public investment./.

Strict monetary policies to curb inflation 
Tighter controls on inflation and maintaining steady prices on essential items through the end of the year and during the upcoming holiday season were hot topics at yesterday's regular Government meeting.
The country would continue to need tight monetary policies to limit this year's inflation rate as targeted, said Prime Minister Nguyen Tan Dung.

The State Bank of Viet Nam would have to further lower the double-digit interest rates and prioritise loans for production, business, rural development, agriculture and exports, he said.

He emphasised that bold measures must be taken by the ministries of Industry and Trade, and Agriculture and Rural Development to ensure sufficient supply of essential goods to meet the rising demands towards the end of the year and the Tet (Lunar New Year) holiday.

"Prices must be controlled and kept stable to avoid any "price fever," he said.

Dung also asked his cabinet to strengthen controls over luxury goods to curb the trade deficit, which is about 10 per cent of export values this year.

At the two-day meeting which ended yesterday, the cabinet agreed that the monetary and credit policies applied so far had gradually slowed down price rises and the macro economy had become more stable in the last months of the year.

CPI (Consumer Price Index) growth was only 0.39 per cent in November, the forth consecutive month with an increase of less than 1 per cent. CPI for the first 11 months of the year increased by nearly 19 per cent against the same period last year.

In terms of fiscal policies, the Government cut its regular spending by 10 per cent.

Some VND81.5 trillion (US$3.7 billion) has been cut from State investment plans, which would help more than 1,000 on-going projects to finish by the end of this year.

The total export values as of the end of November reached more than $87 billion, up by 34.7 per cent against the same period last year whereas imports increased by 26.4 per cent to $96 billion. Export values for the year are expected to rise by 33 per cent year-on-year.

The Government forecast this year's Gross Domestic Product to grow by 6 per cent, a "pretty high growth rate in the context of curbing inflation."

Food production is expected to reach a historic high this year, with rice production expected to reach 41.5 million tonnes, a 1.5 million tonne increase over 2010.

Social security policies, including job generation and poverty reduction, had also posted good results, according to the cabinet.
2012 plan
High inflation and interest rates, bad debts that were showing signs of increasing, weak liquidity among some commercial banks, troubled exchange rates and weakening security and property markets were huge challenges that needed to be addressed next year, said Finance Minister Vuong Dinh Hue.

He suggested the inclusion of traffic safety and cost reduction management goals in the 2012 socio-economic development plan.

Minister of Public Security Tran Dai Quang said the State Bank of Viet Nam needed to step up inspections to prevent violations as bad debts were increasing.

Agreeing with next year's GDP growth target of 6 per cent, Minister of Construction Trinh Dinh Dung recommended the development of a road map to reduce the interest rate to 10 per cent by the end of 2012 and tighter State controls for the property market.
Economic restructurine

The 2011-15 economic restructuring plans for State-owned enterprises (SOEs), the commercial bank system and investment, which will be developed next year, were also discussed at the cabinet meeting.

The Government agreed that restructuring SOEs was an urgent task to improve their efficiency as enterprises and would serve as a tool to regulate the macro economy.

Under the SOEs reform plan, the Government will boost the scrutinisation of SOEs, restructure all State economic groups to make them more specialised, renew management methods over SOEs and State economic groups, and create a competitive and equal environment between different business sectors.

The State Bank of Viet Nam was asked to soon complete reforms of the credit organisation system to improve financial capacity and competitiveness.

In a discussion about investment restructuring, Construction Minister Dung and Minister of Resources and Environment Nguyen Minh Quang said the reforms must be accompanied by other tools, including financial and monetary policies, to minimise the current inefficient State investment. 
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