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Sustainability of External Debt 

1. This supplement discusses medium-term external prospects and assesses Vietnam’s 
debt service capacity over the next 20 years. The sustainability analysis differs from that 
presented in the statf report for the 1996 Article IV consultation primarily in expectations of a 
less favorable external environment, as a result of which export performance is expected to be 
weaker. Foreign direct investment and the investment/GDP ratio are expected to be lower, 
and GDP and imports are expected to grow more slowly. Nevertheless, the main conclusion 
remains that the projected debt service burden is manageable and consistent with sustained 
high economic growth, provided that macroeconomic stability is maintained and structura.l 
reforms are intensified. As in the previous analysis, public debt service declines to below 
4 percent of exports of goods and nonfactor services over the next 20 years. The projections 
take into account pledges made by donors during the Vietnam Consultative Group meeting in 
Tokyo on December 1 l-12, 1997. The World Bank staffagrees with this. 

Stock of external debt and debt service burden 

2. Vietnam’s total stock of external debt is projected at $13.2 billion at end-1997, 
including short-term debt of $0.8 billion and private sector debt of $5.4 billion. This assumes, 
for illustrative purposes, that debt incurred through the Council of Mutual Economic 
Assistance (CMEA), most of which is debt to Russia, is rescheduled in 1997 on terms at least 
comparable to the 1993 Paris Club rescheduling involving a 70 percent up-front discount on 
all debt and the application of London terms. It also assumes that the London Club 
rescheduling agreement is concluded in early 1998, on terms comparable to the 1993 Paris 
Club rescheduling. Multilateral debt is estimated at $1.3 billion, of which 45 percent is owed 
to the World Bank, 17 percent to the Asian Development Bank, and 37 percent to the Fund. 

3. The total stock of public and publicly guaranteed debt at end-1997 in net present value 
terms is estimated to amount to 22 percent of GDP and 46 percent of exports of goods and 
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nonfactor services. Scheduled external debt service in 1997 is expected to reach 4 percent of 
GDP and 8 percent of exports of goods and services. About one half of the total is public debt 
service, which is equivalent to 10 percent of budgetary revenue. 

Medium and long-term prospects 

4. On the assumption that Vietnam maintains prudent macroeconomic policies and 
accelerates implementation of structural reforms, especially with regard to trade, public 
enterprises, and the financial sector, it is expected that the economy would be able to achieve 
sustainable growth of up to 8 percent in the medium and long term. Such a growth would 
need to be supported initially by investment in the range of 27-28 percent of GDP, of which 
about 6 percent would be from foreign investors, even though domestic savings is expected to 
increase in the medium and long term. Foreign savings would decline from 9 percent of GDP 
to less than 7 percent in 2001,4 percent in 2006 and 2 percent of GDP in the long run. 

5. Export growth is assumed to slow from recent rates of over 20 percent a year to about 
13 percent in the medium term, The actual outcome would depend partly on the size of FDI 
inSows and partly on the regional environment. Import growth will remain high, at about 
11 percent a year, reflecting strong investment. Debt service would peak in 2002 at about 
13 percent of exports of goods and services, and gradually decline thereafter. This reflects the 
expected continuation of tight limits on external commercial borrowing. In terms of 
government revenue, the debt service ratio is expected to average about 10 percent. 

6. In order to meet such financing needs while keeping the debt service burden 
manageable, continued foreign support in the form of concessional loans and grants in the 
range of 4-5 percent of GDP would be required in the medium and lang term. This would then 
enable Vietnam to reduce non-concessional loans from 2.5 percent of GDP in 1997 to about 
1-1.5 percent in the medium-term, while maintaining adequate international reserves. 

Sensitivity analysis 

7. The medium-term outlook is sensitive to the assumptions made on domestic 
macroeconomic and structural policies and the regional environment. In particular, lower 
foreign direct investment resulting from loss of confidence in domestic policies or sluggish 
recovery in the region from the recent turmoil in financial markets would reduce both exports 
and growth. 

8. The alternative scenario assumes that FIX it&lows will be lower by 2 percent of GDP 
and annual export growth rate lower by 3 percent. With less investment and export growth, 
the real GDP growth rate is expected to slow to 5 percent. Imports are expected to grow on 
average by 8 percent, with marginally higher income elasticity reflecting some easing of 
macroeconomic policies. The external current account would decline to below 6 percent of 
GDP by 2001, partly reflecting the lower FDI inflows. With no change assumed in 
concessional and non-concessional loans and grants, the effect of the lower FDI and exports 
translates into a gradual decline in international reserve cover. 
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Table 2. Vi&m: Pmjeaed stook of Eximml De& and Dohc Service Obligatimm, 1997-2016 l/ 

AVWEO 
1997 1998 ,999 2OW 2001 7.002 2003 2004 1998-2007 2008-2016 

M-dum itens: 
Medillm~longtam& 

TOW d&4 lcrvice 
o/vhich 

Public 
TLldd&4dOCk 

Of t&oh 
Publio 

WV ofpvblic and publicly pvaotced dabt 

Total d&t service 
O/which 

Pvblic 
ToWd&sto& 

o/which 
Public 
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Table 3. Vietnam: Public and Publicly Guaranteed Debt Service Obligations, 1997-2016 

(In millions of U.S. dollars) 

prcl. 
1997 1998 

Projections AvOragC 
1999 2000 2001 2002 2003 2004 1998-2007 200&2016 

Public and publicly guamntwd debt 
Scheduled debt sewice I/ 

Principal 
l”kESt 

scbedukd debt serviw on 
wwdiig stock at end-1997 

Medium- and long-tam debt 
Principal 

h4”ltihbX.l 
ofwhich: lh4F 
Official bilatuml 

Paris Club 
Post.XtOffdats 
PlC-Clltoff d&C 
O/which : Russia 
Post-cutoff date 
PrCSUtOffdatc 

cnbsr 
Commercial loans 

London Club 
Other commercial creditors 

lnterest 
Mulhlateml 
Of which: IMF 
Official bilateral 

Paris Club 
POSt-CUtOff d& 
PrpsUtOff &tc 
Qfwhich: Russia 
POSt-OUtOff da* 
PE-CUtOff date 

other 
Commmid lwm 

London Club 
Otbu commercial creditors 

Debt service on new borrowing 
Principal 

Ofwhich: IMF 

Memorandum items: 
Public debt erviccs 

In pwcent of government rcvcnuc 
In pcrccnf of government exponditurc 

GDP (in US mn) 
Fiscal nvmuc (in USS mo) 
Fiscal oxpendihw (in Us6 mn) 

485 844 628 694 771 832 902 1.005 924 2.311 
337 571 325 361 402 419 440 493 475 1.346 
147 273 302 333 369 413 462 512 450 965 

485 797 540 526 523 495 456 469 530 414 

337 571 325 322 332 315 2% 307 350 326 
62 85 34 30 55 78 78 74 60 60 
54 78 26 22 48 73 73 69 46 0 

I38 163 166 170 184 192 196 222 204 237 
88 123 122 124 136 I42 144 168 161 210 

117 116 116 123 124 120 137 136 70 
6 6 8 13 19 24 31 25 140 

34 76 76 78 82 86 91 96 91 100 
76 76 76 76 76 76 76 76 0 

0 0 1 5 IO I5 20 I5 100 
51 40 44 46 48 49 51 53 42 23 

137 324 126 122 92 45 12 12 86 29 
0 61 0 0 0 0 12 12 21 29 

137 263 126 122 92 45 0 0 65 0 

147 
17 
11 
87 
52 

12 

36 
43 

0 
43 

226 215 203 191 180 170 162 180 88 
14 11 IO 9 9 8 7 8 3 
8 6 5 4 4 3 3 4 0 

164 159 154 148 141 133 126 135 63 
132 130 129 126 123 119 116 119 63 

34 33 32 29 27 24 22 25 6 
97 97 97 97 96 95 94 94 57 
83 82 80 79 78 76 73 75 40 
11 10 9 7 6 5 4 6 0 
72 72 72 72 71 70 69 70 40 

32 29 25 22 18 14 IO 16 0 
48 45 39 34 30 29 29 36 22 
24 26 28 28 29 29 29 30 22 
24 I9 12 5 I 0 0 6 0 

0 47 88 I68 248 337 446 535 394 1,897 
0 0 0 39 70 105 1% 186 125 1,020 
0 0 0 0 0 0 8 34 14 3 
0 47 88 129 178 233 291 350 269 877 
0 a 1 1 1 I ! 1 1 a 

9.8 14.1 9.5 9.5 
8.8 12.9 8.9 8.9 

24,314 26,432 L8,975 31,762 
4,960 5,974 6.606 7,305 
5.519 6,529 7,041 7.782 

9.5 9.3 
9.0 8.8 

14,817 38,167 
8,078 8,931 
8,565 9,465 

9.2 9.4 9.9 10.4 
8.7 8.9 9.2 9.8 

41,800 45,736 41,187 93.609 
9,781 10.702 9,579 21,905 

10,366 11.343 10.181 23,215 

I/ Ser. fmtnote 1, Table 1. 
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: 
Table 4. Vietnam: Debt Sushability h&is. 1997-2016 

Rcl. Amago 
1997 1998 ,999 Zoo0 2001 2002 2003 2004 1998-2007 2008-2016 

Real ODP 
Rxpo,t value (la U.S. dollars) 
F.xpnti wlume 
lmpmi nluc (In U.S. dallus) 
lm,miivdumo 

Gnmdotndci 
CararmptiOtt 
National swings 
cllnmt-tw 

(Ewolu&s oftici,l bmsfcrs) 
Fmeipn dii inwstmrnf (net) 
CarcMiorul low WI grub 
N-oarsiotul buts 
Exteslvldcht I/ 

ofwhich: Public debt 
Grcm official IO- (In we& of imports) 
Debtsuviccntio Y 

Ofwhich : Public debt 

Re.l GDP 
Export value (In U.S. dollars) 
Export volume 
Import vable (lo U.S. dolhn) 
ltnpatvolutne 

Gmsdmaticitw&mmt 
Cnnaamption 
N,tiad wings 
czwmtt -“t balutce 

(Excludes oliicial bansfess) 
Forei@ direct iwestmcnt (net) 
conCessimd htw and granta 
Nobunccaaiolvl loans 
Extcnul debt I/ 

Ofwhich : Public debt 
Gross otlicitd rexa-as (In we&a 
Debt ravioc ratio Y 

Ofwhich: F’ublic debt 

7.5 6.0 8.0 8.0 8.0 8.0 7.9 7.8 7.7 7.3 
17.7 17.8 15.9 14.3 12.8 11.5 Il.6 Il.5 13.1 12.5 
15.1 18.8 13.7 13.4 11.1 10.0 10.1 10.1 11.8 10.6 
5.6 11.8 12.2 11.0 10.6 10.4 10.8 10.8 11.0 11.7 

12.1 13.3 11.6 11.2 10.2 9.9 10.5 10.4 10.8 11.3 

(3” portent of ODP) 

27.5 270 l7.0 27.5 z-f.7 28.0 28.9 28.5 27.8 26.9 
82.7 81.5 lo.4 78.8 77.9 77.2 75.9 75.9 77.4 74.7 
18.3 18.3 19.2 20.4 21.1 21.6 22.9 23.0 21.6 23.5 
-8.5 -8.1 -7.2 -5.5 4.0 -5.8 -5.4 -5.0 -5.6 -3.0 
-9.2 -8.7 -7.8 -7.1 -6.6 -6.4 -6.0 -5.5 -5.2 -3.3 
8.6 7.2 6.5 6.0 5.7 5.5 5.2 5.0 5.5 3.7 
3.0 4.6 4.2 4.6 5.0 5.3 5.0 4.6 4.5 3.7 
2.5 2.0 1.4 1.4 1.6 1.6 1.6 1.5 1.5 1.2 

51.0 54.5 16.0 56.1 56.2 56.2 55.9 54.9 54.7 48.0 
28.9 29.0 29.0 29.4 30.2 31.2 31.9 32.1 30.7 30.7 
IO.3 11.9 12.2 12.0 12.1 12.3 12.3 12.1 12.1 12.6 
8.3 12.1 LO.7 12.2 13.0 13.1 12.7 12.2 11.8 8.8 
4.2 6.3 4.0 4.0 3.9 3.8 3.7 3.7 4.0 3.4 

7.5 6.0 6.0 5.5 5.0 5.0 5.0 5.0 5.3 5.0 
17.7 15.8 13.0 11.4 9.4 8.4 8.5 8.5 IO.1 9.7 
15.1 16.9 10.9 10.5 7.7 7.0 7.1 7.0 8.9 7.5 
5.6 11.7 9.5 7.0 7.6 7.7 7.3 7.4 8.2 8.2 

12.1 13.2 8.9 1.2 7.2 7.2 7.0 7.1 8.1 7.8 

(It pacat, of GDP) 

27.5 26.0 24.5 23.0 22.0 21.0 20.5 20.5 21.9 20.5 
82.7 83.5 63.8 83.6 84.3 85.2 85.3 85.0 84.5 82.9 
18.3 17.4 17.1 17.2 16.5 15.6 15.6 16.1 16.3 15.8 
-8.5 -7.9 6.7 -5.2 -4.9 -I.8 -4.3 -3.7 -4.9 -4.2 
-9.2 -8.6 .7.4 -5.8 -5.5 -5.4 4.9 4.4 -5.5 -4.7 
8.6 6.8 5.0 4.0 3.6 3.4 3.3 3.1 3.7 1.8 
3.0 4.6 .l.3 4.7 5.3 5.8 5.6 5.3 5.0 5.2 
2.5 2.3 I.7 I.8 2.0 2.1 2.1 2.0 1.9 2.1 

51.0 55.4 17.5 58.1 58.4 58.7 58.8 58.4 57.8 58.6 
28.9 29.4 10.0 31.1 32.8 34.9 36.6 37.9 34.9 43.4 
10.3 12.0 11.6 11.2 10.6 10.4 10.7 11.0 11.0 8.3 
8.3 11.8 Il.1 13.1 14.3 14.5 14.1 13.3 12.6 IO.1 
4.3 6.0 4.3 4.3 4.5 4.5 4.5 4.6 4.7 5.3 

S-: lht. povided by the aUhoritiw; uld sWTwtimatos 


