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Introduction to the EU-Vietnam Free Trade Agreement

The EU-Vietnam Free Trade Agreement, also known as EVFTA, sets 

out to regulate the terms and conditions for how both participants 

of the initiative will open up their markets with regards to goods, 

services and investment. While the agreement is expected to 

encompass a variety of industries and business operations, its 

impact would be presented in a multi-faceted concept as follows:

•  Ninety-nine percent of the customs duties on Vietnamese and 

European Union goods will be removed after seven years for the 

former and after 10 years for the latter.  

• Both parties will reduce non-tariff barriers. 

•  The agreement will provide a better platform for dialogue between 

the two on customs cooperation. 

•  The agreement will ensure a high level of protection of geographical 

indications of origin in both markets. 

•  The agreement will allow EU businesses to participate in auctions 

for public contracts in Vietnam. 

•  Vietnam has agreed to a high level of intellectual property protection 

exceeding the standards of the World Trade Organization’s Trade-

Related Aspects of Intellectual Property Rights Agreement. 

•  Both sides have pledged to significantly open their markets in a 

wide array of services such as business, environmental, postal and 

courier, banking, insurance and maritime transport. 

•  V ietnam has agreed to open up a number of prominent 

manufacturing sectors to EU investors including textiles, ceramics, 

food and beverages, gloves and plastic, tire and tubes, and 

construction materials.

Stages of EU-Vietnam Free Trade Agreement Establishment

Source: European Parliament (2018) 
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According to the European Trade Policy and Investment Support 

Project, over the EVFTA implementation period to 2025, Vietnam’s 

economic growth is projected to reach between 7% and 8%, higher 

than projections without the agreement. Considering that Vietnam 

and Singapore are currently the only Association of Southeast Asian 

Nations (ASEAN) members with free trade agreements (FTAs) with 

the EU, it is highly likely that Vietnam will have a significant additional 

competitive advantage over other ASEAN countries. 

Further reinforcing the case, the EU is the second largest export 

market for Vietnam, accounting for 17% of the country’s export 

volume. While Vietnam’s net exports reached US$29 billion in 2018, 

equivalent to a compound annual growth rate of 10% between 2014 

and 2018, the onset of the EVFTA will see Vietnam removing 65% 

of its duties on EU goods, with the rest (up to 99%) being gradually 

eliminated over a 10-year period. For the EU, 85.6% of duties on 

Vietnamese goods will be removed immediately when the agreement 

comes into effect with the remainder fading away over the following 

seven years (Appendix 1). Thus, it is expected that consumers 

in Vietnam and the EU will benefit from lower import prices and 

enhanced product competitiveness. 

Sector-wise, the EU has long been the largest importer of 

Vietnamese telephone sets and components (representing 27% 

of Vietnam’s global exports) and the second largest importer of 

electronics and accessories (17%), textiles and garments (13%), 

footwear (29%), machinery and accessories (12%), and aquaculture 

(16%) — these sectors present themselves as the main beneficiaries 

of the EVFTA. 

Vietnam’s Exports to the EU in 2018

Source: General Statistics Office of Vietnam (2019)
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Bilateral Trade Between Vietnam and the EU

Source: International Trade Centre (2019)
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Furthermore, while the EU currently stands as the sixth largest 

source of foreign investment in Vietnam, the EVFTA is also expected 

to open Vietnam’s service market to European companies. With 

barriers for investment removed, EU companies will have better 

access to the Vietnamese market, situated strategically within the 

Southeast Asian region, with lower labor costs. Also, the Vietnam-

bound investment from the EU will also bring the burgeoning country 

an extended opportunity for more diversified and sustainable growth, 

as new investment and expansion of existing projects are set to drive 

demand for logistics and industrial support. 

Who Will Be the Main Beneficiaries?

Textile and Garment Sector

As the second largest export market for Vietnam’s textile and 

garment industry after the United States, the EU accounted for 

13.4% of Vietnamese apparel exports in 2018, while displaying 

relatively strong growth momentum (over 10% in 2018). As an 

additional catalyst galvanizing the current business environment, 

the EVFTA will provide Vietnamese exporters complete removal of 

tariffs over the course of seven years at a maximum. Compared to 

the Comprehensive and Progressive Agreement for Trans-Pacific 

Partnership (CPTPP), the EVFTA is expected to pose a greater 

opportunity for the Vietnamese textile and garment industry to 

expand towards new markets, considering the following: 

 1)  Vietnam already has bilateral or multilateral FTAs established with 

seven of the other 10 CPTPP countries

 2) the EVFTA introduces more relaxed rules of origin. 

The EVFTA applies cumulative rules of origin, allowing Vietnamese 

exporters to use fabric made by the EU, Vietnam or a third-party 

country that has an FTA with the EU.  As an example of the latter, 

South Korea serves as the largest exporter to the Vietnamese fabrics 

market after China (accounting for 17% of Vietnam's fabric imports 

in 2018) and could facilitate Vietnam in expanding its sources of 

materials, while still enjoying preferential tariffs.

Bilateral Trade Between Vietnam and the EU

Source: International Trade Centre (2019)

(unit:USD mn) (%)

2,000

1,800

1,600

1,400

1,000

800

600

400

200

0

1,200

9

8

7

6

4

3

2

1

0

5

2016 20172015 2018



4EU-Vietnam FTA: Catalyst for Vietnam’s Growing Clout

While ratification of the EVFTA is likely to upgrade the value chain 

of Vietnam’s textile and garment sector through enhanced transfer 

of technology and increased investment projects in the country, 

alternative conclusions to the agreement could yield various 

outcomes. Successful implementation of the EVFTA is expected to 

bring a 16.59% increase to Vietnam’s export of textile and garment 

products, while nullification of the agreement would deliver a negative 

impact on the sector (Appendix 2).

Vietnam Textile and Garments Exports to the EU

Source: GSD, Vitas (2019)

Vietnam’s Main Export Destinations  
for Textiles and Garments (2018) 

Source: GSD, Vitas (2019)

(%)

Textile and Garment Sector Comparison of the CPTPP and the EVFTA

Sources: Chapter 3 (CPTPP), Annex II to Protocol 1 (EVFTA), General Statistics Office of Vietnam

CPTPP EVFTA

Number of countries that Vietnam not sign bilateral FTA  3 (Canada, Peru, Mexico) 28 (EU)
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Estimated annually growth 10% 16%

Volume Growth

Export Volume

4.5

4

3.5

3

2

1.5

1

0.5

0

2.5

2016 20172015 2018

12.00

10.00

8.00

6.00

2.00

0

4.00

50

40

30

20

10

5

0

15

US EU Japan South Korea OthersChina ASEAN



5EU-Vietnam FTA: Catalyst for Vietnam’s Growing Clout

Also as the largest exporter of pangasius in the global market with 

a 87% market share, Vietnam will see its tax rate for frozen fillets 

imported into the EU gradually decrease from 5.5% to 0%, and for 

processed products the rate will decrease from 7% to 0% — both 

within three years of the EVFTA’s onset. With Vietnamese pangasius 

currently accounting for only 6%–10% of the white-meat fish market 

in the EU, a more favorable tax rate under the EVFTA presents an 

opportunity for pangasius companies in Vietnam to expand their 

export volume to the EU. Thus, we expect that their exports to 

the EU could continue to grow with a momentum with the EVFTA 

coming into effect this year.

Aquaculture Sector

In terms of aquaculture exportation, a clear distinction is drawn 

between the CPTPP and EVFTA: The former brings Vietnam benefits 

derived from three markets including Canada, Mexico and Peru, 

while the latter facilitates an entry into 19 member countries of the 

eurozone. To reinforce the argument, the tax rate applied as part 

of the EVFTA provides the Vietnamese aquaculture industry with 

a higher competitive edge through a wide coverage of product 

categories compared to the current GSP’s (General System of 

Preference) more limited scope. Considering the EU’s position as the 

largest export market for Vietnam’s fisheries after the United States, 

with core products being shrimp and pangasius (catfish), the new 

tariff scheme’s impact is expected to be amplified.

With regard to shrimp, the EU imports approximately 24% of the 

total value of shrimp exports from Vietnam. At the moment, Vietnam 

not only has an edge over its competitors such as India in meeting 

the high quality standards in the EU, but also enjoys better tariffs 

from GSP as compared to Thailand and China. Provided the EVFTA 

comes into effect this year and strengthens Vietnam’s taxation 

advantage, Vietnam will further extend its competitiveness in shrimp 

exports over those three players.

Vietnam’s Major Export Partners for Shrimp in 2018

Source: Vasep (2018)

Global Top 10 Shrimp Exporters in 2017  

Source: Vasep (2017)
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Additionally, the EVFTA will benefit Vietnam in terms of the 

importation of raw materials for processing aquaculture products. 

Through the agreement, Vietnam has an opportunity to import EU-

produced materials at cheaper prices thanks to a lowered import 

tax. Furthermore, Vietnam can also import raw materials from 

countries outside the EU, with which Vietnam has established FTAs, 

to process and re-export to the EU at the preferential tariffs applied 

in the Cumulative Rules of Origin. 

Ports and Logistics Sectors

Demand for logistics providers in Vietnam will also increase thanks 

to the higher import and export volume. With the EVFTA in place, 

Vietnam’s exports to the EU are expected to increase by 4%–6% in 

2019, equivalent to an increase of about US$16 billion, and by 2028 

they could reach more than US$75 billion. As with other sectors, 

the EVFTA should also provide Vietnam’s logistics players with 

the opportunity to enhance their competitiveness. Transportation 

currently accounts for nearly 60% of total logistics costs in Vietnam, 

which is relatively high compared to peer nations. Most of its fleets 

are cargo vessels with little presence of container vessels, limiting 

transportation providers’ capability to compete in overseas markets. 

With the EVFTA, the purchase price of vessels, logistics machinery 

and equipment will effectively decrease thanks to lower tariffs. 

However, this also creates some drawbacks in terms of higher 

competition drawn from the EU logistics service providers. Vietnam’s 

local logistics providers now enjoy protection from the government, 

allowing them to own a large market share (over 90% in transportation 

services), which might be threatened by an inflow of EU competitors 

with healthier financial positions and expertise in the field. 

Driving Foreign Direct Investment

We expect the implementation of the EVFTA to create a boom in 

foreign direct investment (FDI) from the EU into Vietnam with some 

significant shifts, such as a reduction of the import tax, which will 

benefit industrial developers. The following points also substantiate 

this expectation:

 •  Vietnam is committed to providing a more open and transparent 

environment for EU firms. Per the EVFTA, the Vietnamese 

Major Importers of Vietnamese Pangasius in 2018

Source: Vasep (2018)

Pangasius Exports to the EU (2008–2018, USD mn)

Source: Vasep (2018)
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government will 1) remove restrictions on the assembly of 

marine engines, service-related and general-purpose machinery, 

agriculture machinery, domestic appliances and bicycles; 

2) reduce restrictions for the production of construction 

glasses, clay bricks and cement products; 3) allow licenses 

for manufacturing of soft drinks; and 4) ease limitations in the 

following sectors: food and beverages, cane sugar, fertilizers and 

nitrogen composites, tires and tubes, gloves, plastic products 

and ceramics. 

 •  FDI into Vietnam typical ly increases strongly after the 

establishment of FTAs — for example, the Vietnam-Japan FTA 

and Vietnam-Korea FTA, which came into effect in 2008 and 

2015, respectively. The average net FDI cash flow invested in 

Vietnam from Japan during 2009–2018 equaled 4.48 times the 

average figure during 2002–2008. The average FDI registered 

from Korea into Vietnam during 2015–2019 was double the 

average for the period of 2007–2014. 

Limitations and Challenges

Despite the upsides and positive implications expected from the 

EVFTA, there are still some potential setbacks. 

First, calls to suspend the EVFTA ratification process were made in 

the EU due to a dispute over human rights issues, particularly the 

passing of a new internet security law, in Vietnam. Moreover, due 

to the requirement of approval by each EU member state and the 

complex political structure of the entity, the ratification process has 

been delayed since early 2018 and is expected to be completed 

only by late 2019. Additionally, the EVFTA requires modification 

and revision of various Vietnamese laws to comply with service and 

investment agreements. 

By the very nature of the FTA, only specific products originating in 

one of the parties can benefit from tax elimination or tax reduction. 

These goods and services must be localized at a certain level 

(originating in Vietnam, the EU or selected third parties having an FTA 

with the EU) and  be accompanied by a certificate of origin. Besides 

facing the fastidious EU market with strict technical barriers to trade, 

Vietnamese companies will need to improve product quality, as well 

as hone in on higher added value manufacturing, to gear up for the 

inflow of EU firms into the Vietnamese market.
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Appendices Appendix 1

EU Tariff Schedule for Vietnamese Goods

Source: European Commission (2018)

Sector Current base rate % of tariff lines to be removed immediately All tariff lines to be removed within

Fisheries (excluding tuna packs and fish balls) 0%–26% 50% 5–7 years

Rice -   Under a quota of 80,000 tons 3–5 years

Coffee 0%–11.5% 100%

Sugar 33.9–41.9 EUR/100 kg
Under a quota of 10,000 tons for white sugar and 10,000 tons  

for products containing more than 80% sugar

Natural honey 17.30% 100%
Immediately

Fruits, vegetables and juice 4.5%–20.8% 100%

Textiles and garments 8%–12% 43% 3–7 years

Footwear 3.5%–17% 37% 3–7 years

Wood and wood products 0%–10% 83% 3–5 years

Electronics/PCs
0%–6% (74% tariff lines);  
5%–14% (16% tariff lines)

74% 3–5 years

Cell phones and components 0%–5% 100%

ImmediatelyHats, bags, luggage and umbrellas 0%–10% 100%

Plastic products 0%–6.5% 100%

Vietnamese Tariff Schedule for EU Goods

Source: European Commission (2018)

Sector Current base rate % of tariff lines to be removed immediately All tariff lines will be removed within

Machinery and appliances Up to 35% 61% 10 years

Motorcycles with engines larger than 150cc Up to 75% 0% 7 years

Cars Up to 78% 0% 10 years

Car parts Up to 32% 0% 7 years

Alcoholic beverages 10%–55% 0% 7–10 years

Fresh meat: -   0% 3–10 years

Pork 20%–30% 0% 7–9 years

Chicken 20%–40% 0% 10 years

Beef 14%–30% 0% 3 years

Pharmaceutical products Up to 8% 71% 5–7 years

Chemicals and chemical products Up to 25% 70% 7 years

Raw materials for textiles and footwear Up to 30% 80% 3–5 years

Milk and dairy products Up to 20% 44% 5 years

Petroleum products Up to 7% 0% 10 years
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Appendices Appendix 2

Economic Stimulation of Vietnam’s Textile and Garment Sector — 3 Scenarios

Source: Multilateral Trade Assistance Project (2011) 

HS code Description Scenario 1 
(only EVFTA)

Scenario 2  
(EVFTA and EU other FTAs under negotiation)

Scenario 3 
(No EVFTA and other FTAs under negotiation)

61
Articles of apparel,  
accessories,  
knit or crochet

17.14% 16.10% -0.91%

62
Articles of apparel,  
accessories,  
not knit or crochet

16.61% 15.88% -0.70%

63
Other made textile articles,  
sets, worn clothing etc

14.31% 13.22% -1.08%

61+62+63 Total 16.59% 15.75% -0.78%

*Harmonized Commodity Description and Coding System
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Disclaimer

This document has been prepared for presentation, illustration and discussion purpose only and is not legally binding. Whilst complied from sources 

Mirae Asset Global Investments believes to be accurate, no representation, warranty, assurance or implication to the accuracy, completeness or 

adequacy from defect of any kind is made. Unless indicated to the contrary, all figures are unaudited. The division, group, subsidiary or affiliate of Mirae 

Asset Global Investments which produced this document shall not be liable to the recipient or controlling shareholders of the recipient resulting from its 

use. The views and information discussed or referred in this report are as of the date of publication, are subject to change and may not reflect the current 

views of the writer(s). The views expressed represent an assessment of market conditions at a specific point in time, are to be treated as opinions only 

and should not be relied upon as investment advice regarding a particular investment or markets in general. In addition, the opinions expressed are 

those of the writer(s) and may differ from those of other Mirae Asset Global Investments’ investment professionals.

The provision of this document shall not be deemed as constituting any offer, acceptance, or promise of any further contract or amendment to any 

contract which may exist between the parties. It should not be distributed to any other party except with the written consent of Mirae Asset Global 

Investments. Nothing herein contained shall be construed as granting the recipient whether directly or indirectly or by implication, any license or right, 

under any copy right or intellectual property rights to use the information herein. This document may include reference data from third-party sources 

and Mirae Asset Global Investments has not conducted any audit, validation, or verification of such data. Mirae Asset Global Investments accepts no 

liability for any loss or damage of any kind resulting out of the unauthorized use of this document. Investment involves risk. Past performance figures 

are not indicative of future performance. Forward-looking statements are not guarantees of performance. The information presented is not intended to 

provide specific investment advice. Please carefully read through the offering documents and seek independent professional advice before you make 

any investment decision. Products, services, and information may not be available in your jurisdiction and may be offered by affiliates, subsidiaries, and/

or distributors of Mirae Asset Global Investments as stipulated by local laws and regulations. Please consult with your professional adviser for further 

information on the availability of products and services within your jurisdiction.

Australia: Mirae Asset Global Investments (HK) Limited is exempt from the requirement to hold an Australian financial services license in respect of 

the financial services it provides in Australia. Mirae Asset Global Investments (HK) Limited is authorised and regulated by the Securities and Futures 

Commission of Hong Kong under Hong Kong laws, which differ from Australian laws. For Wholesale Clients only.

Hong Kong: Before making any investment decision to invest in the Fund, investors should read the Fund’s Prospectus and the Information for Hong Kong 

Investors of the Fund for details and the risk factors. Investors should ensure they fully understand the risks associated with the Fund and should also 

consider their own investment objective and risk tolerance level. Investors are also advised to seek independent professional advice before making any 

investment. This document is issued by Mirae Asset Global Investments and has not been reviewed by the Hong Kong Securities and Futures Commission.

United Kingdom: This document does not explain all the risks involved in investing in the Fund and therefore you should ensure that you read the 

Prospectus and the Key Investor Information Documents ("KIID") which contain further information including the applicable risk warnings. The taxation 

position affecting UK investors is outlined in the Prospectus.  The Prospectus and KIID for the Fund are available free of charge from http://investments.

miraeasset.eu, or from Mirae Asset Global Investments (UK) Ltd., 4th Floor, 4-6 Royal Exchange Buildings, London EC3V 3NL, United Kingdom, 

telephone +44 (0)20 7715 9900.  

This document has been approved for issue in the United Kingdom by Mirae Asset Global Investments (UK) Ltd, a company incorporated in England 

& Wales with registered number 06044802, and having its registered office at 4th Floor, 4-6 Royal Exchange Buildings, London EC3V 3NL, United 

Kingdom. Mirae Asset Global Investments (UK) Ltd. is authorised and regulated by the Financial Conduct Authority with firm reference number 467535.

United States: An investor should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. This and other 

important information about the investment company can be found in the Fund’s prospectus. To obtain a prospectus, contact your financial advisor or 

call (888) 335-3417. Please read the prospectus carefully before investing.

India: The information contained in this document is compiled from third party and publically available sources and is included for general information purposes

only. There can be no assurance and guarantee on the yields. Views expressed by the Fund Manager cannot be construed to be a decision to invest. 

The statements contained herein are based on current views and involve known and unknown risks and uncertainties. Whilst, Mirae Asset Global 

Investments (India) Private Limited (the AMC) shall have no responsibility/liability whatsoever for the accuracy or any use or reliance thereof of such 

information. The AMC, its associate or sponsors or group companies, its Directors or employees accepts no liability for any loss or damage of any kind 

resulting out of the use of this document. The recipient(s) before acting on any information herein should make his/her/their own investigation and seek 

appropriate professional advice and shall alone be fully responsible / liable for any decision taken on the basis of information contained herein.


