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About the EuroCham Business
Climate Index survey

The Business Climate Index (BCl) is a regular barometer of business sentiment among European companies
operating in Vietnam. Because of the active participation of EuroCham members in this survey since 2013, the
BCl is seen by decision-makers, the media, and business professionals in Vietnam as a key indicator of
economic activity in the country.

The BCI consolidates perceptions of European and Europe-related companies operating in Vietnam regarding
the state and evolution of the business environment in the country. The final Index and other results of the
survey, extracted quarterly, are an effective tool for EuroCham in its communication and advocacy efforts,
particularly when representing the interests of its members to Vietnamese authorities.

Since Quarter 2 2018, the quarterly BCl survey is conducted by Decision Lab, a Vietnam-based market
research agency actively doing business across Southeast Asia. This report is provided by Decision Lab.

Read more about Decision Lab at www.decisionlab.co



https://www.decisionlab.co/

The Business Climate Index reached the lowest
point to date in Q1, 2020
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Due to the impact of the Covid-19
pandemic, the global business
environment is experiencing a
strong deterioration, and Vietnam,
as an integral player of the global
supply chain, is no exception.

93% of business leaders report that
they have been negatively impacted
by the pandemic. Nevertheless, the
announced government measures
to mitigate the impact have been
well-received by businesses, and
most are confident they can retain
at least 70% of their staff during this
difficult time.



55% consider the business environment to be
“not good” or “very poor”

Q1/2019 business status Q1/2020 business status

iV 8% 22%

24% 16% 6%

0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
M Very Poor H Notgood M Neutral B Good M Excellent

BCI Survey Quarter 1 2019 n=152 BCI Survey Quarter 1 2020 n=170
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The Covid-19 pandemic has
greatly disrupted the business
environment in Vietham, with
more than half of business leaders
going through very difficult times
in their business. For this same
period last year, only 9% of them
were having difficulties.



The situation is expected to become even worse in

quarter 2

Business outlook for the next quarter

17% 9%

0% 20% 40% 60% 80% 100%

B Very Poor HNotgood M Neutral M Good M Excellent

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision n=170
Lab
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As the pandemic’s development trajectory remains unpredictable
and with the virus showing little sign of slowing down globally,
European business leaders are being extremely cautious when
assessing the outlook for the next quarter, with 74% estimating
that it will be “Not Good” or “Very Poor”.
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The tertiary sector is most affected this quarter, butthe @ = 7 :

outlook for companies in the primary and secondary

sectors is the most pessimistic

The tertiary sector was greatly

Primary and Secondary sectors Tertiary sector affected during the 1st quarter of
2020 but holds a relatively more

positive outlook for the next

= —

quarter.

35% 21% 18% 5%

|
UG 1% 36% 11% 7% Meanwhile, primary and

secondary sectors are relatively
most concerned when considering
next quarter, while holding a more

Bk e R 2% positive outlook for the current
quarter.
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
The three sectors refer to the
H Very Poor H Not good = Neutral H Good H Excellent extraction Of raw materials
. . (primary), manufacturing
Quarterly Business Outlook, EuroCham BCI Quarterly Business Outlook, EuroCham BCI Survey,
Survey, Quarter 1 2020 n=44 Quarter 1 2020 n=96 (secondary), and services

(tertiary).



Smaller companies felt the immediate impact, but are not
as pessimistic about their future compared to larger

companies

Less than 100 employees

More than 100 employees

Current quarter I 29% 29% 14% 7%

Next quarter : 22% 12%

H Notgood

H Very Poor

Quarterly Business Outlook, EuroCham BCI
Survey, Quarter 1 2020 n=99

1
Current quarter | WsI:37S 46% 17% 18% 49

10%6%

® Neutral H Good M Excellent

Quarterly Business Outlook, EuroCham BCI Survey,

Quarter 1 2020 n=71
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European Chamber of Commerce in Vietnam

Bigger companies seems to suffer
more from the long-term
economic impact of the disease,
and thus have a grim outlook on
the future. On the other hand,
small companies are more likely to
adapt well to the changing
landscape, and thus feel the
impact to a lesser degree.



Only 1 in 10 executives are still optimistic about somecram 7/
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the development of the macroeconomic

environment

Vietnam’s macroeconomic outlook, which is heavily influenced by
global factors, is expected to suffer greatly due to the worldwide
pandemic, as would any other nation.

However, 10% of business leaders still expect a brighter future for
the country, predicting stabilization and improvement in the next
quarter.

Vietnam’s macroeconomic outlook of the next
quarter

6% 10%

0% 20% 40% 60% 80% 100%

B Deterioration ~ W No change M Stabilisation and improvement

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision Lab n=170
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The Covid-19 crisis negatively impacts 93% of all
companies

Overall impact of Covid-19 on business

2% 5%

0% 20% 40% 60% 80% 100%
B Significantly negatively affected B Moderately negatively af fected ¥ Not affected M Positively affected

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision Lab n=169



The pandemic has caused most businesses to

suffer from increased costs

Covid-19 impact on organisation’s cost due to protective
and preventive measures

0% 20% 40% 60% 80% 100%

B Significantly M Moderately M None

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision n=160
Lab
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As global supply chains are heavily disrupted and all economic
activities are slowing down, both global and local businesses are
seeing increased costs due to protective and preventative
measures of governments worldwide, such as restrictions in
travelling and communication. Consequentially, 3 out of 4
business leaders are experiencing a moderate to significant impact
on their organizational costs due to the Covid-19 pandemic.
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Nevertheless, 3 out of 4 business leaders reaffirm
that their business is still operating at more than
half its capacity

Current business operation capacity Despite the difficulties in operational
costs, most companies are still able to
keep their business operating at more
than half of their capacity. This help to
keep the economy going, and implies
that the economy could quickly get

back on track if the pandemic is kept

under control without stronger
setbacks and if business receive the
necessary support.

0% 20% 40% 60% 80% 100%
H Less than 30 per cent W Between 30 and 49 per cent
Between 50 and 79 per cent W Between 80 and 100 per cent

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision Lab n=155



Companies in manufacturing, agriculture and
electricity seems to fare slightly better than
companies in the tertiary sector

Current business operation capacity

Primary and o 99
Secondary Sector 9% %

D = e e e e e e e R |
0% 20% 40% 60% 80% 100%
H Less than 30 per cent W Between 30 and 49 per cent
Between 50 and 79 per cent W Between 80 and 100 per cent

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision Lab n=138
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The effect of the Covid-19 crisis looks
to impact the primary and secondary
sectors more evenly, while relatively
more companies in the tertiary sector
will be hit severely.

The three sectors refer to the
extraction of raw materials (primary),
manufacturing (secondary), and

services (tertiary).
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The biggest impact of Covid-19 is being felt on the
topline followed by interruptions to the supply
chain

Impact of Covid-19 on businesses As discussed, the most worrisome
impact of the pandemic would be a

o strong reduction in customers/orders
0

Fewer customers / orders . .
due to the worldwide economic

Loss of revenue 61% .
slowdown, as well as widespread

nterruptions to the supply chain disruption in the global supply chain.
Temporary closure of operations
Cash flow shortage
Worker absence due to self-isolation or quarantine
Difficulties in keeping & getting experts to Vietnam due to...

Worker absence due to international travel restrictions

None of the above

Permanent closure of operations

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision Lab n=171
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1 out of 4 business leaders anticipate that Covid-19
will result in a loss of more than half their revenue

Estimated cumulative impact of Covid-19

0% 20% 40% 60% 80% 100%
B More than 50 per cent loss of revenue M Between 30 and 50 per cent loss of revenue
M Less than 30 per cent loss of revenue M Not affected

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision Lab n=161
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Most companies are requesting their staff to work
from home and are using a variety of measures to
temporarily reduce costs and risk

Measures taken to mitigate the impact of Covid-19 To combat the impact of the

pandemic, most companies are

requesting their employees to work
Requesting staff to work from home

80%
’ from home.

Freezingrecruitment of new staff . .
A sense of growing caution can also be

Postponing new investment projects observed as more than half of

Reducing the number of hours that staff work executives are haltmg all recruitment

Establishing family friendly workplace policies (e g flexible and investment activities.

working hours, provided childcare)

Requesting a reductionin rent for yourenterprise
Requesting that staff take unpaid leave

None of the above

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision Lab n=169



Despite the current
difficulties, 4 out of 5 business
leaders are confident that they

will be able to retain at least
20% of their current staff over

the next quarter
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European Chamber of Commerce in Vietnam

Expected headcount retainment in the next
quarter

0% 20% 40% 60% 80% 100%
B Fewerthan 20 per cent W 20to 49 per cent B 50to 69 per cent
B 70to0 99 per cent B 100 percent

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision Lab n=153
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As much as 24% of the labour
force could become

unemployed in the next

quarter due to the impact of
Covid-19

Expected headcount retainment in the next quarter

76 — 947%

Total expected headcount retainment as a percentage of current number of n=153
employees amongst members of EuroCham.
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Over half estimate that more than 6 months are
needed to return to “normal”

Time needed to “get back to normal” and compensate for potential losses

0% 20% 40% 60% 80% 100%

H Over 12 months H10to 12 months 7 to9 months H4to 6 months B 1to3 months

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision Lab n=150
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European Chamber of Commerce in Vietnam

Government measures are highly welcomed by
businesses

The tax payment and land renting delay, as well as suspension of
Ranking of announced government measures SIHUI contribution measures by the Vietnamese government are

highly welcomed by the impacted European businesses and may

potentially contribute to helping them through this period and

Delaying tax payments on tax and land renting el
mitigate layoffs.

53%

Atemporary suspension of social insurance
contribution for impacted busines ses

50%

Enhancing the accessibility of bank loans and
reducing loan processing time

An acceleration of public-private partnership
projects

Greater use of e-commerce prod ucts, non-cash
payments and mo bile money

A fund to sup port tourism development

Feereductions in theaviation ind ustry

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision n=165
Lab
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Further tax deferrals are desired by businesses for
future aid measures

As the pandemic goes on with no immediate end in sight, further
support from the government is highly desirable to alleviate the
impact of the disease on businesses.

Ranking of potential new measures

Adeferral of taxessuch as Corporate Income Tax,
Personal Income Tax, Value Added Tax, Special
Consumption Tax etc

Specifically, European businesses are hoping for further tax
deferrals on different kind of taxes, as well as a rebate of the
Corporate Tax Income in 2019.

I

73%

Arebate of Corporate Income Tax for 2019

60%

Subsidies or reliefs for import/export companies

29%

More grants to train and up-skill workers

21%

A bridging loan program

17%

|

EuroCham BCI Survey, Quarter 1, 2020 conducted by Decision n=164
Lab
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Business sector Company size

Manufacturing 20%

|

Transportation & Storage Fewer than 10 people 16%
Wholesale, Retail & Repair

Tourism & Hospitality

10to 49 people 29%

Education & Training
Construction

Information & Com munication 50to 99 people

13%
Banking, Finance & Insurance

Healthcare & Medical Services

Electricity & Gas Production 100 to 199 people 14%

Agriculture, Forestry & Fishing

Real Estate
200 to 499 people

8%
Administration & Support Services i

Arts, Entertainment & Recreation

Water, Sewage and Waste Management
Others

Over 500 people 20%

|

EuroCham BCI Survey, Quarter 1, 2020 conducted by EuroCham BCl Survey, Quarter 1, 2020 conducted by
Decision Lab n=171 Decision Lab n=170



The methodology

THE PURPOSE

The purpose of this survey is to collect European business leaders’
opinions about their business situations, which reflects the state of
Vietnam’s business environment and helps identify any potential
changes in the economic climate.

RESEARCH AND DATA COLLECTION METHOD

The survey is conducted using an online questionnaire, scripted and

managed by Decision Lab’s surveying and data management platform.

The survey is emailed quarterly to 1,260 business leaders amongst
representatives from EuroCham's more than 1,000 members. The
respondents typically represent top management from European
companies and Viethamese companies with close business
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connections to Europe, for example, suppliers, distributors and so on. A
minority of the members are European individuals working in non-
European companies in Vietnam.

THE RESULTS

Amongst the invited, 171 completed the full questionnaire. This
represents a response rate of 13.6%, which is considered high for a
survey amongst business leaders.
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Reach out to us

DECISION LAB

FLOOR 2 - WEWORK SONATUS

15 LE THANH TON, DISTRICT 1, HCMC

+84 28 7101 0199 | DECISION@DECISIONLAB.CO
WWW.DECISIONLAB.CO

EUROCHAM VIETNAM
UNIT 08, 3B FLOOR, HORISON TOWERS
40 CAT LINH, HANOI
(84-24) 3 715 2228

15F, THE LANDMARK, ROOM 2B,
5B TON DUC THANG, DISTRICT 1, HCMC

(84-28) 3827 2715 | COMMUNICATION@EUROCHAMVN.ORG
WWW.EUROCHAMVN.ORG




