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TAX CONSIDERATIONS FOR FOREIGN 
INVESTORS

INTRODUCTION

Vietnam has emerged as one of Southeast Asia’s most dynamic investment des-
tinations, supported by strong economic growth, a large and increasingly skilled 
workforce, and deep integration into the global trading system through numerous 
free trade agreements (“F.T.A.’s”). Ho Chi Minh City, as the country’s largest com-
mercial and financial center, continues to play a central role in attracting foreign 
direct investment, particularly in manufacturing, services, technology, logistics, and 
consumer-related industries.

Recent policy developments – including the implementation of National Assembly 
Resolution No. 98 on piloting special mechanisms and policies for Ho Chi Minh City 
– signal the Vietnamese government’s intention to grant greater regulatory flexibility
to the city in areas such as investment management, public finance, urban devel-
opment, innovation, and the attraction of strategic investors. These developments,
while still evolving in practice, have contributed to a generally positive investment
climate.

This article provides a practical overview of the key legal and regulatory consider-
ations that foreign investors should take into account when investing or conducting 
business in Vietnam. Rather than focusing solely on doctrinal analysis, the article 
adopts a practitioner-oriented approach, addressing investment structures, licens-
ing requirements, capital planning, market access conditions, labor and employment 
issues, and key tax considerations. Particular attention is paid to corporate income 
tax, value-added tax, special consumption tax, and import and export duties, as 
these areas frequently have a material impact on the feasibility and long-term sus-
tainability of foreign investment projects in Vietnam.

VIETNAM AND HO CHI MINH CITY AS AN 
INVESTMENT DESTINATION

Over the past decade, Vietnam has consistently strengthened its position as a pre-
ferred destination for foreign investment in Southeast Asia. Factors contributing 
to this trend include political stability, relatively competitive labor costs, a strategic 
geographic location within regional supply chains, and the government’s long-stand-
ing policy of economic openness. Vietnam’s participation in major F.T.A.’s – such 
as the Comprehensive and Progressive Agreement for Trans-Pacific Partnership 
(“C.P.T.P.P.”), the E.U. - Vietnam Free Trade Agreement (“E-V F.T.A.”), and the Re-
gional Comprehensive Economic Partnership – has further enhanced its attractive-
ness as a manufacturing and export base.
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Ho Chi Minh City occupies a unique position within Vietnam’s economic landscape. 
The city accounts for a significant share of national G.D.P., budget revenue, and 
foreign investment inflows. It hosts the headquarters or major operations of many 
multinational corporations, financial institutions, and professional service firms. In 
addition, Ho Chi Minh City is often the first point of market entry for foreign investors 
seeking to test or expand their presence in Vietnam.

National Assembly Resolution No. 98, adopted in 2023, introduces pilot mecha-
nisms that allow Ho Chi Minh City greater autonomy in selected areas, including in-
vestment approval procedures, public-private partnerships, financial management, 
and innovation-related activities. Although the detailed implementing regulations are 
still being developed, the resolution reflects a broader policy direction toward decen-
tralization and regulatory experimentation. For foreign investors, this may translate 
into greater flexibility and faster decision-making at the local level, albeit within the 
overall framework of national laws.

In addition, the National Assembly of Vietnam has issued Resolution No. 222/2025/
QH15 on the establishment of international financial centers (“I.F.C.’s”) in Vietnam, 
located in two major centrally governed cities: Da Nang in central Vietnam and Ho 
Chi Minh City (“Resolution No. 222”). Resolution No. 222 aims to position Vietnam 
as a leading international financial center, enhancing Vietnam’s standing in the glob-
al financial network while driving economic growth.

Following this, the Government of Vietnam promulgated Decree No. 323/2025/ND-
CP to provide detailed regulations and guidance for the implementation of Res-
olution No. 222. This decree officially decides on the establishment of I.F.C.’s in 
Vietnam and introduces a range of special mechanisms and policies to encourage 
investment activities in these centers.

The I.F.C.’s will promote sustainable finance, encourage the development of green 
financial products, and mobilize resources for energy transition and green transition 
projects. They will also attract and develop high-quality human resources, including 
domestic and foreign financial experts, to live and work in the international financial 
centers. At the same time, Vietnam has been harmonizing relevant regulations in 
its legal system to ensure transparency and safeguard the investment process for 
investors and professionals operating in these centers.

FORMS OF FOREIGN INVESTMENT IN VIETNAM

Vietnamese law requires most foreign investment activities to be implemented 
through an investment project. In practice, foreign investors typically choose one of 
the following forms:

Establishment of a Vietnamese Economic Organization

This is the most common form of foreign investment and usually takes the form of a 
limited liability company or a joint stock company. Such entities may be wholly for-
eign-owned or established as joint ventures with Vietnamese partners, depending 
on the applicable market access conditions.
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Capital Contribution or Acquisition of Shares or Equity Interests

Foreign investors may acquire equity in existing Vietnamese companies through 
share purchases or capital contributions. This form is often used in merger and 
acquisition (“M&A”) transactions and may be subject to prior regulatory approval, 
particularly where the target company operates in a conditional business sector or 
where foreign ownership thresholds are exceeded.

Business Cooperation Contract

A business cooperation contract (“B.C.C.”) allows parties to cooperate on a specific 
business activity without establishing a separate legal entity. While less common in 
practice, B.C.C.’s are sometimes used in sectors such as telecommunications or 
energy, where regulatory considerations or risk-sharing arrangements favor con-
tractual cooperation.

In addition, for certain sectors permitted under the Commercial Law and specialized 
legislation, foreign investors may establish branches or representative offices. A 
representative office is limited to liaison, market research, and promotional activities 
and is not permitted to generate revenue in Vietnam.

INVESTMENT AND BUSINESS LICENSING 
FRAMEWORK

The licensing requirements applicable to a foreign investment project depend on the 
chosen investment form and the nature of the business activities. Key licenses and 
approvals may include

•	 an Investment Registration Certificate (“I.R.C.”) for the investment project, or 
an approval for capital contribution or share acquisition in M&A transactions,

•	 an Enterprise Registration Certificate (“E.R.C.”) for the establishment of a 
Vietnamese legal entity,

•	 an Operation Registration Certificate for a branch, and

•	 an Establishment License for a representative office.

In most cases involving foreign investment, the I.R.C. must be obtained before the 
E.R.C. can be issued. Although the recently passed Law on Investment 2025 has 
focused on simplifying investment procedures, the I.R.C. - E.R.C. sequence re-
mains the standard approach in practice. Failure to follow the correct licensing order 
may result in delays, particularly in relation to opening capital accounts and making 
capital contributions.

BUSINESS PLANNING AND CAPITAL STRUCTURE

A well-prepared business plan is essential for foreign investors entering the Viet-
namese market. It serves as the basis for determining the project’s total investment 
capital, which typically consists of
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•	 charter capital, representing the equity contribution of the investor; and

•	 medium- and long-term loan capital, which may include shareholder loans or 
third-party financing.

Vietnamese authorities closely monitor compliance with capital contribution commit-
ments. Charter capital must be contributed in full within the statutory timeline of 90 
days upon the E.R.C. issuance, and contributions must be made through a direct 
investment capital account (“D.I.C.A.”) opened at a licensed bank in Vietnam. Me-
dium-term and long-term offshore loans generally require registration with the State 
Bank of Vietnam prior to disbursement.

In practice, underestimating investment capital or failing to align the capital struc-
ture with actual operational needs may create compliance risks. Subsequent ad-
justments to total investment capital are possible but involve additional regulatory 
procedures and scrutiny.

BUSINESS LINES AND MARKET ACCESS 
CONDITIONS

Vietnam does not apply a uniform open-market policy across all sectors. Instead, 
foreign investment is subject to a system of market access conditions, derived from 
Vietnam’s international commitments and domestic legislation.

Certain business lines are fully open to foreign investors, allowing 100% foreign 
ownership. Other sectors are subject to conditions such as foreign ownership caps, 
joint venture requirements, or specific licensing criteria. These conditions are partic-
ularly relevant in sectors such as logistics, distribution, education, healthcare, and 
telecommunications.

In addition, for activities conducted in business lines falling under the List of condi-
tional business and investment sectors, enterprises must fully satisfy all applicable 
business and investment conditions and ensure that such conditions are continu-
ously maintained throughout the course of their operations. Business and invest-
ment conditions may be imposed in the following forms:

•	 Licenses

•	 Certificates

•	 Practice certificates

•	 Written confirmations or approvals

•	 Other statutory requirements that individuals or economic organizations must 
satisfy in order to carry out business or investment activities, without requir-
ing formal written confirmation from a competent authority

Collectively, these are commonly referred to as “sub-licenses.” To conduct the corre-
sponding conditional business lines, the relevant sub-licenses are required.

Accordingly, foreign investors should carefully define their intended business scope 
at an early stage and assess whether any market access restrictions apply. Mis-
alignment between the registered business lines and actual operations may expose 
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the company to regulatory sanctions and, in the worst case, result in all related costs 
being disallowed as deductible expenses, and triggering tax consequences relating 
to revenue recognition and V.A.T. invoicing.

PROJECT LOCATION AND LAND USE 
CONSIDERATIONS

The location of an investment project must be consistent with its registered busi-
ness activities. Manufacturing and processing projects are generally required to be 
located in industrial zones or export processing zones, which offer pre-approved 
infrastructure and, in some cases, investment incentives.

Service-oriented businesses typically establish their offices in approved commercial 
buildings. At the initial stage, some investors opt for serviced offices or co-working 
spaces, provided that such locations are legally eligible for enterprise registration 
and accepted by the licensing authorities.

Land use rights in Vietnam remain subject to a distinct legal regime, as land is 
owned by the entire people and managed by the State. Foreign-invested enterprises 
– meaning enterprises having foreign investors – may obtain land use rights through 
land allocation or lease from the State, or through sub-lease arrangements within 
industrial zones.

LABOR AND EMPLOYMENT CONSIDERATIONS

Vietnamese labor law provides a comprehensive framework for governing employ-
ment relationships. Upon establishment, foreign-invested enterprises may recruit 
Vietnamese employees under fixed-term or indefinite-term labor contracts, subject 
to statutory limitations on consecutive fixed-term contracts.

Employers are required to contribute to the compulsory social security regime, 
which includes social insurance, health insurance, and unemployment insurance 
for Vietnamese employees. The combined contribution rate is approximately 32% of 
the salary used as the contribution base, with the majority borne by the employer.

Foreign employees working in Vietnam generally require a work permit prior to em-
ployment, unless a statutory exemption applies. Work permits are issued for a max-
imum term of two years and may be renewed once. Noncompliance with the work 
permit regulations may result in serious consequences, including financial penalties 
or even expulsion of the foreigner from Vietnam. Foreign employees working under 
a fixed term labor contract of at least 12 months with a Vietnamese employer are 
subject to social insurance and health insurance obligations but are not covered 
by unemployment insurance, except in cases where exemptions are provided. The 
total compulsory social insurance contribution rate applicable to the case of foreign 
employees is 30% of the monthly salary used as the contribution base, of which 
foreign employees contribute 9.5% and employers contribute 20.5%.

OVERVIEW OF VIETNAM’S TAX FRAMEWORK

Tax considerations play a central role in investment planning and ongoing oper-
ations. Vietnam’s tax system includes corporate income tax, value-added tax, 

“The location of an 
investment project 
must be consistent 
with its registered 
business activities.”
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personal income tax, special consumption tax, and import and export duties. Com-
pliance obligations are procedural and documentation-intensive, and tax authorities 
retain broad audit and inspection powers.

Corporate Income Tax

Corporate income tax (“C.I.T.”) is generally imposed at a standard rate of 20% on 
taxable profits. Preferential C.I.T. rates of 15% apply to small enterprises with annual 
revenue below 3 billion VND, while a 17% rate applies to medium-sized enterprises 
with annual revenue between 3 billion and 50 billion VND. (On January 12, 2026, 
1 Vietnamese dong equaled U.S. $0.000038.) Projects in encouraged sectors or 
disadvantaged locations may qualify for tax holidays, reduced rates, and extended 
loss carry-forward periods, subject to statutory conditions. 

From 2025, Vietnam applies O.E.C.D. Pillar Two rules for large multinational enter-
prises, enforcing local top-up taxes and compliance obligations.

Value-Added Tax

Value-added tax (“V.A.T.”) applies to the supply of goods and services in Vietnam 
and to imported goods. Standard V.A.T. rates are 0%, 5%, and 10%, with 10% 
being the default rate. From 1 July 2025 to 31 December 2026, the standard rate is 
reduced to 8% for most goods and services (excluding telecom, finance, real estate, 
and items liable for special consumption tax). Exported goods and services that 
meet statutory conditions may qualify for the 0% rate.

Special Consumption Tax

Special consumption tax (“S.C.T.”) is imposed on the production, importation, and, 
in certain cases, trading of goods and services deemed to be luxury or socially 
sensitive. S.C.T. applies to items such as cigarettes, alcoholic beverages, automo-
biles, motorcycles with large engine capacity, aircraft, yachts, and certain services 
including golf and casino business.

S.C.T. is typically levied on the selling price of the goods or services, at rates that 
vary depending on the category. For imported goods, S.C.T. is calculated based on 
the import price plus import duty. In practice, S.C.T. can significantly affect pricing 
structures and market entry strategies, particularly for consumer-facing businesses.

Foreign investors in S.C.T. covered sectors must carefully assess the cumulative 
tax burden, including S.C.T., V.A.T., and import duties, as well as the impact on cash 
flow and competitiveness.

Import and Export Duties

Vietnam imposes import and export duties on certain categories of goods. Import 
duty rates vary depending on the classification of the goods and their country of or-
igin. Preferential rates may apply under Vietnam’s F.T.A.’s, provided that the goods 
satisfy applicable rules of origin.

Export duties are imposed on a limited range of goods, primarily natural resources 
and certain processed products, in line with Vietnam’s policy objectives.

http://publications.ruchelaw.com/news/2026-01/InsightsVol13No1.pdf
http://www.ruchelaw.com


Insights Volume 13 Number 1  |  © Ruchelman P.L.L.C., 2026. All rights reserved. 15

In addition to customs duties, imported goods may also be subject to V.A.T. and, 
where applicable, S.C.T. Proper customs valuation, tariff classification, and origin 
determination are therefore critical to managing overall tax exposure and avoiding 
disputes with customs authorities.

Personal Income Tax

The scope of personal income tax (“P.I.T.”) of an individual depends on his or her 
residence status. The taxable income of resident individuals includes income aris-
ing in or outside of Vietnam, irrespective of the place of payment of the income. In 
comparison, the taxable income nonresident individuals is limited to income arising 
in Vietnam, irrespective of where the income is paid. P.I.T. is discussed below in 
more detail.

DISPUTE RESOLUTION, TAX ENFORCEMENT, AND 
REGULATORY AUDITS

From a foreign investor’s perspective, understanding how disputes are resolved and 
how regulatory enforcement is carried out in Vietnam is as important as understand-
ing the substantive investment and tax rules, themselves. Vietnam remains a civil 
law jurisdiction with a strong administrative enforcement culture, particularly in tax, 
customs, and land-related matters.

Administrative Enforcement and Inspections

Foreign-invested enterprises (“F.I.E.’s”) in Vietnam are subject to periodic and ad 
hoc inspections by various authorities, including tax authorities, customs authorities, 
labor authorities, and sector-specific regulators. In practice, tax inspections and au-
dits are the most frequent and have the most material financial impact on F.I.E.’s.

Tax inspections may be conducted at the taxpayer’s premises or at the tax author-
ity’s office and typically focus on corporate income tax, V.A.T., foreign contractor 
withholding tax, and transfer pricing compliance. While the law sets formal limits on 
the frequency of inspections, in practice different authorities may conduct inspec-
tions independently of one another.

Customs audits often focus on import valuation, HS code classification, country of 
origin, and eligibility for preferential import duty treatment under free trade agree-
ments. Errors in classification or valuation may lead to retroactive tax assessments, 
late payment interest, and administrative penalties.

Dispute Resolution Mechanisms

Disputes between investors and Vietnamese authorities generally arise in the form 
of administrative disputes rather than civil litigation. An investor may choose to pur-
sue an administrative complaint or reconsideration procedure with the issuing au-
thority, or to initiate administrative litigation, subject to specific statutory exceptions.

Administrative litigation is conducted before the Vietnamese courts. While the le-
gal framework for administrative litigation is well established, proceedings can be 
time-consuming, and courts often defer to administrative agencies on technical mat-
ters.
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For disputes between private parties, such as shareholder disputes or contractual 
disputes, investors may choose Vietnamese courts or arbitration. International ar-
bitration is commonly used in contracts involving foreign investors, with arbitration 
seated either in Vietnam or offshore, such as in Singapore. Vietnam is a party to the 
New York Convention, and foreign arbitral awards are, in principle, enforceable in 
Vietnam, subject to public policy review.

Transfer Pricing and Related-Party Transactions

Transfer pricing enforcement has become a major focus area for Vietnamese tax 
authorities. F.I.E.’s engaging in related-party transactions must comply with detailed 
documentation requirements, including local files, master files, and country-by-coun-
try reporting where applicable.

Failure to comply with transfer pricing regulations may result in tax reassessments, 
penalties, and denial of deductible expenses. Investors are strongly advised to im-
plement transfer pricing policies early and maintain contemporaneous documenta-
tion rather than adopting a reactive compliance approach.

PRACTICAL PITFALLS FOR FOREIGN INVESTORS 
IN THE FIRST 24 MONTHS

Despite Vietnam’s increasingly investor-friendly legal framework, foreign investors 
often encounter practical challenges during the early stages of their operations. The 
following issues frequently arise within the first two years of investment.

Underestimating Capital and Cash Flow Needs

Investors sometimes register charter capital at an unrealistically low level to ac-
celerate licensing timelines, only to face difficulties later when additional capital is 
required. Increasing charter capital requires regulatory approvals and amendments 
to investment registration certificates that are often time-consuming.

Misalignment Between Licensed Scope and Actual Operations

Vietnamese authorities strictly enforce the principle that a company may only con-
duct business activities within its licensed scope. Engaging in unlicensed activities 
– even if ancillary to the main business – may trigger administrative penalties or 
suspension of operations.

Banking and Foreign Exchange Constraints

While Vietnam has gradually liberalized its foreign exchange regime, capital flows 
remain regulated. Delays in opening the direct investment capital account or failure 
to comply with foreign loan registration requirements can disrupt capital contribu-
tions and intercompany financing.

Employment and Immigration Compliance

Foreign investors often underestimate the complexity of work permit, visa, and tem-
porary residence card procedures. Noncompliance may result in fines, deportation 
of foreign employees, and reputational risks for the enterprise.
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Tax Compliance Culture

Vietnamese tax compliance emphasizes form and documentation. Even commer-
cially reasonable expenses may be disallowed if supporting documentation does not 
strictly meet statutory requirements.

TAX INCENTIVES, FREE TRADE AGREEMENTS, 
AND STRATEGIC TAX PLANNING

Vietnam’s participation in multiple F.T.A.’s, including the Comprehensive and Pro-
gressive Agreement for Trans-Pacific Partnership and the E.U. – Vietnam Free Trade 
Agreement creates significant opportunities for strategic tax and customs planning. 

Interaction Between Investment Incentives and F.T.A.’s

Investment incentives under domestic law, such as C.I.T. holidays or reduced tax 
rates, may coexist with preferential import duty treatment under F.T.A.’s. However, 
eligibility for F.T.A benefits requires strict compliance with rules of origin and docu-
mentation requirements.

Customs Planning and Supply Chain Structuring

Investors engaged in manufacturing and export-oriented activities may benefit from 
bonded warehouses, export processing enterprise regimes, and free trade zones. 
These structures can reduce import duties and V.A.T. on imported inputs but require 
careful compliance with customs supervision rules.

Long-Term Incentive Sustainability

Tax incentives are generally granted for fixed periods and may be subject to claw-
back if project conditions are not met. Investors should assess the long-term sus-
tainability of incentives rather than focusing solely on short-term tax savings.

PERSONAL INCOME TAX (“P.I .T.”) 
CONSIDERATIONS FOR FOREIGN INVESTORS 
AND EXECUTIVES

P.I.T. is a critical consideration for foreign investors, expatriate executives, and se-
nior managers working in Vietnam.

Tax Residency Status

An individual is generally considered to be a Vietnamese tax resident if he or she 
is present in Vietnam for 183 days or more in a tax year or maintains a permanent 
residence in Vietnam. Tax residents are subject to P.I.T. on worldwide income, while 
nonresidents are taxed only on Vietnam source income.

P.I.T. Rates and Tax Base

As of January 1, 2026, employment income is subject to progressive P.I.T. rates 
ranging from 5% to 35%. Nonresidents are generally subject to a flat P.I.T. rate on 
Vietnam source employment income. The personal deduction for a taxpayer is VND 

“P.I.T. is a critical 
consideration for 
foreign investors, 
expatriate executives, 
and senior managers 
working in Vietnam.”
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15.5 million per month, and the dependent deduction is VND 6.2 million per month 
per dependent.

Equity-Based Compensation and Benefits-in-Kind

Stock options, restricted stock units, and other equity-based compensation are sub-
ject to P.I.T. in Vietnam, typically at the time of exercise or vesting. Benefits-in-kind, 
such as housing, education for dependents, and certain allowances, are also tax-
able.

P.I.T. Incentives for High-Tech and Digital Talent

Vietnam grants P.I.T. exemptions for up to five years for certain categories of 
high-quality human resources in digital technology, semiconductor manufacturing, 
artificial intelligence, and high-tech research and development. These incentives 
aim to attract global talent and are particularly relevant for technology-driven foreign 
investors.

CONCLUSION

Vietnam continues to position itself as a dynamic and increasingly sophisticated 
investment destination in Southeast Asia. The evolution of special mechanisms for 
Ho Chi Minh City, coupled with ongoing reforms in investment, tax, labor, and in-
novation policies, reflects a broader commitment to attracting high-quality foreign 
investment.

For foreign investors, success in Vietnam depends not only on understanding the 
legal framework but also on anticipating regulatory enforcement practices, planning 
for tax and customs compliance, and aligning business strategy with local opera-
tional realities. With careful planning and informed execution, Vietnam offers com-
pelling opportunities for long-term investment and growth.

Key Legal Sources

•	 Law on Investment No. 61/2020/QH14 (as amended) and Law on Investment 
No. 143/2025/QH15 (effective from March 1, 2026)). 

•	 Law on Enterprises No. 59/2020/QH14 and amended by Law on Enterprises 
2025, governing corporate formation, charter capital, and corporate gover-
nance. 

•	 Resolution No. 98/2023/QH15 of the National Assembly on special mecha-
nisms and policies for the development of Ho Chi Minh City, as amended by 
the National Assembly in December 2025. 

•	 Law on Social Insurance No. 41/2024/QH15 (effective July 1, 2025). • Labor 
Code No. 45/2019/QH14 and implementing decrees governing employment 
contracts, probation, and foreign labor. 

•	 Law on Personal Income Tax (as amended, effective January 1, 2026). 

•	 Law on Corporate Income Tax (as amended), including provisions on prefer-
ential tax rates and incentives. 
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•	 Law on Value Added Tax and relevant resolutions on temporary V.A.T. rate 
reductions (as amended by Law No. 48/2024/QH15). 

•	 Law on Special Consumption Tax No. 66/2025/QH15 issued on July 1, 2025 
and effective from January 1, 2026, governing excise taxation of restricted 
and luxury goods. 

•	 Law on Export and Import Duties, regulating customs valuation, tariff classifi-
cation, and preferential treatment under free trade agreements (as amended 
by Law No. 90/2025/QH15). 

•	 Vietnam’s WTO Schedule of Specific Commitments in Services and relevant 
free trade agreements, including the EU–Vietnam Free Trade Agreement and 
the Comprehensive and Progressive Agreement for Trans-Pacific Partner-
ship.
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