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Vietnam is the Top 3rd  
Export and Direct  
Investment Destination of 
Korea 
 

In 2015, while Korea’s total exports were 

sluggish mainly due to weak global de-

mand, its exports to Vietnam have in-

creased rapidly, and Vietnam emerged as 

Korea’s top 3rd export destination. During 

the first 10 months of 2015, the total ex-

port of Korea contracted 7.6% YoY, 

mainly due to the weak demand in major 

markets such as, China, Japan and Singa-

pore. Meanwhile, Korea’s exports to Vi-

etnam rapidly increased with a growth 

rate of 27.8% YoY. Korea’s exports to 

China, the biggest market, have contract-

ed for two consecutive years. Exports to 

Japan, the 3rd largest export destination of 

Korea since 2001, have also plunged with 

a growth rate of –21.2% YoY, and being 

consequently overtaken by Vietnam. 

 

Table 1. Korea’s annual exports by  
countries 

(Unit: Bil. USD, %) 

2014 2015 (Jan-Oct) 

Bil.USD 
Growth 

rate 
Bil.USD 

Growth 

rate 

China 145.3 -0.4 114.5 -4.3 

USA 70.3 13.3 58.4 1.2 

Hong Kong 27.3 -1.8 24.7 10.6 

Vietnam 22.4 6.0 23.4 27.8 

Japan 32.2 -7.2 21.5 -21.2 

Singapore 23.8 6.6 12.5 -40.5 

India 12.8 12.4 10.1 -5.4 

Taiwan 15.1 -4.0 9.9 -21.6 

Mexico 10.8 11.5 9.6 10.3 

Australia 10.3 7.5 9.3 7.3 

Total 

 export 
572.7 2.3 440.2 -7.6 

Source: KITA (www.kita.net).
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In addition to exports, while Korea’s overall 

overseas direct investment (ODI) has also 

shown a downtrend, Korea’s direct investment 

to Vietnam continuously increased to become 

the 3rd largest direct investment destination. 

Korea’s total ODI has increased swiftly since 

2005, and reached a record high 45.7 billion 

USD in 2011. Since reaching this peak, Ko-

rea’s ODI volume continued to fall 

 

Note: 2015 is based on data collected as of Jan-Sep. 

Source: Korea Exim Bank (www.koreaexim.go.kr) 

 

Koreas’s ODI to Vietnam also increased in 

line with the overall ODI increase since 2005, 

and peaked at 2.8 billion USD in 2007. After 

experiencing a big fluctuation during 2008-

2012, Korea’s ODI steadily increased until 

2015. According to Korea’s ODI statistics by 

country, Vietnam ranked as the 3rd largest di-

rect investment destination behind the US and 

China (including Hong Kong), and is the only 

emerging economy among Korea’s top five 

ODI destinations.  

 

 

Note: 2015 is based on data collected as of Jan-Sep. 

Source: Korea Exim Bank(www.koreaexim.go.kr) 

 

Although Korea’s overall exports and ODI 

have been experiencing a slowdown for years, 

recent achievements in trade and investment 

between Korea and Vietnam provide noticea-

ble implications toward economic exchanges 

with other emerging economies. 

 

Korea’s ODI leads both trade 
growth and Vietnam’s  
industrial advancement 

Since the establishment of diplomatic rela-

tions between Korea and Vietnam in 1992, 

Korean investors took advantage of Vietnam’s 

low wage in the labor-intensive industries 

such as, textile, garments, etc. From the mid-

2000s, they started to shift their focus from 

labor-intensive industries to capital and tech-

nology-intensive industries. Before establish-

ment of official diplomatic relations, Korean 

investors had undertaken only two investment 

projects in Vietnam. Korean ODI to Vietnam 

began to increase after 1992. In the 1990s, Ko-

rean textile and garment companies started to 

move their production base to Vietnam in or-
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Figure 1. Korea’s overall annual direct in-
vestment 

(Unit: Mil. USD) 

Figure 2. Korea’s annual direct investment to 
Vietnam 

(Unit: Mil. USD)



Korea’s Recent Export to Vietnam and Implications 3 

 

February 5, 2016. KIEP World Economy Update 

der to ease the burden from the domestic wage 

hikes so as to maintain competitiveness in the 

global market. 

 

mining rapidly increased for a few years be-

fore the global financial crisis. In the past few 

years, Korea’s ODI in electronics surged at a 

fast pace thanks to extensive investment by 

SEC 

 
Figure 3. Korea’s ODI patterns to Vietnam(1990~2015) 

 

Note: 2015 is based on data collected as of Jan-Sep. 

Source: Korea Exim Bank (www.koreaexim.go.kr) 

 

Since the mid-2000s, owing to the rapid-

growth and potential of the Vietnamese econ-

omy, Korean investors shifted their focus from 

the labor-intensive industry to capital-

intensive industries, including construction, 

metal and steel manufacturing. After Korea’s 

ODI to Vietnam reached a record-breaking 

volume of 2.8 billion USD, investment fluctu-

ated for years due to the impact of global fi-

nancial crisis. However, SEC (Samsung Elec-

tronics Co. Ltd) chose Vietnam as a strategic 

smartphone production base, and began mas-

sive investment into Vietnam in 2009. 

Manufacturing has taken up more than half 

share of Korea’s total ODI to Vietnam, result-

ing in a switch in the top invested sector from 

textile and garments to electronics. While 

manufacturing has kept 1st place in Korea’s 

ODI to Vietnam by sector, investment in capi-

tal-intensive industries like construction and, 

and seized 1st place in investment by sectors. 

The extension of the production network be-

tween Korea and Vietnam contributed not on-

ly to the increase in trade and investment but 

also to Vietnam’s industrial advancement. Af-

ter its vast investment in Vietnam, Samsung 

Electronics Vietnam became the country’s 

representative company with a sales revenue 

of 25.6 billion USD, accounting for 14% of 

Vietnam’s total GDP in 2014. Not only this, 

but it’s export revenue reached 236 billion 

USD, which is around 16% of Vietnam’s total 

exports. The strategic investment by SEC is 

considered the driving force behind the ad-

vancement of industrial structure, from labor-

intensive to technology-intensive, and put Vi-

etnam on the top of the list of world’s mobile 

phone producing countries. 
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Share of capital goods and 
electronics increases in  
Korea’s exports to Vietnam 

While the share of primary and consumer’s 

goods in Korea’s exports to Vietnam has been 

shrinking, the share of capital goods has rapid-

ly expanded. This change in the type of com-

modity implies the increasing demand of pro-

duction facilities in Vietnam, thanks to the 

large-scale investment from Korea.  

During the last decade (2005-2014), Korea’s 

export volume to Vietnam has increased by 

more than 600% from 3.4 billion USD to 22.4 

billion USD, an annual growth rate of 24.5% 

(CAGR). While exports of primary and con-

sumer goods increased moderately at an annu-

al growth rate of 15.3% and 12.9% respective-

ly, exports of capital goods scored a high an-

nual growth rate of 31.6%. The export growth 

rate of capital goods during 2010~2013 was 

especially high, on the back of increasing de-

mand for capital goods installed in the new 

production facilities related to Samsung Elec-

tronics Vietnam.  

In addition, the small share (under 10%) of 

consumer goods in Korea’s exports to Vi-

etnam implies that Korea’s exports have large-

ly depended on the production network be-

tween the two countries rather than the local 

consumption market. On the top list of Ko-

rea’s exports to Vietnam by commodity, while 

the share of textile and garments has been de-

creasing, the share of electronics like electron-

ic integrated circuits and telephone sets, has 

increased. 

The significant increase of direct investment 

and structural changes in exports to Vietnam 

during the last decade imply that Korea and 

Vietnam have successfully formed a so-called 

virtuous circle in which massive investment 

leads to export growth. The production net-

work built on the massive investment of Sam-

sung Electronics Vietnam led to an increase in 

exports of capital goods and electronic parts 

for local production. In addition to the invest-

ment of Samsung Electronics Vietnam, as in-

vestment by suppliers as well as large multina-

tional corporations is expected to increase, 

Korea’s exports to Vietnam are expected to 

increase based on the production network in 

the electronics sector.  

 
Figure 4. Korea’s export to Vietnam by category of commodity 

 
Source: KITA (www.kita.net) 
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Table 2. Korea’s export to Vietnam by commodity 

(Unit: Mil. USD, %) 

 
Source: KITA (www.kita.net) 

 

Implications for upgrading 
economic cooperation between 
Korea and Vietnam 

Given that Korea’s ODI to Vietnam in the 

field of mobile phone and home appliances 

has been increasing, Korea’s exports to Vi-

etnam are also expected to increase further. 

Korea’s exports are forecasted to increase not 

only by MNCs, but also by suppliers which 

are expected to invest more aggressively in the 

Vietnamese market. In addition, as the local 

production of parts and intermediate goods is 

also expected to increase, a positive coopera-

tive relationship for mutual benefits like local-

ization and technology transfer shall be ex-

tended further. 

As the Korea-Vietnam FTA has been ratified 

in the national assembly of both countries, this 

will also serve as a positive factor in expand-

ing bilateral economic cooperation in the long 

term. The Korea-Vietnam FTA will be con-

sidered a win-win FTA that is mutually bene-

ficial, based on a virtuous circle of investment 

and trade, a pro-SME FTA thanks to the liber-

alization of a series of SME-related products, 

and first upgraded FTA by improving the low 

utilization rate of the existing Korea- ASEAN 

FTA. Year 2016 will likely be a golden time 

for economic cooperation between Korea and 

Vietnam, and a time to promote cooperative 

activities through economic cooperation 

committees which will serve as the main co-

operative channel between Korea and Vietnam. 

The newly established cycle through which 

strategic investment leads to export growth 

based on a production network is a positive 

foundation for upgrading economic coopera-

tion between Korea and Vietnam. Future bilat-

eral economic cooperation should not simply 

stop at demanding higher liberalization levels, 

but support building a production network that 

promotes a ‘win-win’ cooperative relationship 

for mutual benefits.  

Rank HS-Code Com modity Value Share HS-Code Commodity Value Share HS-Code Commodity Value Share

1 2710 Petroleum oils 385.6 11.2 2710 Petroleum oils 808.4 8.4 8542 Electronic integrated circuits 2,600.6 11.6

2 8525
Transmission apparatus for radio-

broadcasting or television
167.5 4.9 8517 Telephone setsnetw ork 743.1 7.7 8517 Telephone sets 2,334.4 10.4

3 8704 Motor vehicles 163.4 4.8 7208 Flat-rolled products of  iron 646.0 6.7 8534 Printed Circuits 702.2 3.1

4 5903 Textile fabrics 121.4 3.5 6006 Knitted or crocheted fabrics 395.7 4.1 8543 Electrical machines and apparatus 675.3 3.0

5 6006 Other Knitted or crocheted fabrics 114.2 3.3 8703 Motor cars and other motor vehicles 292.6 3.0 2710 Petroleum oils 575.4 2.6

6 5407 Woven fabrics of synthetic filament yarn 111.4 3.2 8704 Motor vehicles 238.5 2.5 7208 Flat-rolled products of  iron 539.9 2.4

7 3901 Polymers of ethylene 81.3 2.4 3901 Polymers of ethylene 220.3 2.3 6006 Knitted or crocheted fabrics. 520.5 2.3

8 6406 Parts of  footw ear 78.6 2.3 7219 Flat-rolled products of  stainless steel 212.3 2.2 8479 Machines and mechanical appliances 475.6 2.1

9 4107
Leather further prepared af ter tanning or

crusting
61.5 1.8 6004 Knitted or crocheted fabrics 186.4 1.9 5407 Woven fabrics of  synthetic f ilament yarn 458.9 2.1

10 3902 Polymers of propylene or of  other olefins 51.1 1.5 5407 Woven fabrics of synthetic filament yarn 185.8 1.9 3907
Polyacetals, other polyethers and epoxide

resins
340.2 1.5

2,095.7 61.1 5,723.0 59.3 13,128.7 58.7

3,431.7 100.0 9,652.1 100.0 22,351.7 100.0

2005 2010 2014

Others

Total

Others

Total

Others

Total


