
By ESTHER TEO

INVESTORS are hotfooting it to
Myanmar but many challenges re-
main as the country embarks on
liberalisation reforms after five
decades of isolation.

While the nation’s growth po-
tential is undeniable, much has to
be done to match its progress
with current expectations and to
ensure that the changes are sus-
tainable, a Standard Chartered re-
port released last month noted.

StanChart economist Edward
Lee highlighted challenges such as
Myanmar’s rudimentary banking
system and lack of infrastructure.

They need to be tackled in or-
der for the country to continue on
its development path, he said.

For example, although the gov-
ernment appears committed to
opening up the economy and re-
joining the international communi-
ty, the banking sector remains un-
derdeveloped and largely cash-
based, with no cheque or credit
card system, Mr Lee said.

Banking regulations are also
highly restrictive.

All lending must be collateral-
ised and until recently, land was
the only acceptable form of collat-
eral. This has recently been ex-
panded to include gold and ma-
chinery – but only with approval
from the central bank.

Banks are also not allowed to
advertise, further reducing the

ability of the private sector to har-
ness savings to fuel investments.

Moreover, there is a lack of
public infrastructure in general
and the need for heavy invest-
ment there.

For instance, there are fre-
quent blackouts and while roads
are relatively well-constructed in
the city of Yangon, traffic jams
are common. The telecommunica-
tions system is also underdevel-
oped, Mr Lee noted.

“With the government lacking
fiscal resources, private sector par-
ticipation may be needed to build
the required infrastructure to en-
able industrial development,” he
said.

Macroeconomic stability is an-
other issue that Myanmar will
have to grapple with.

As the market opens up further
in the months ahead, market in-
struments such as the foreign ex-
change rate will need to be man-
aged more carefully.

And policymakers will need to
use the right tools to achieve their
stated objectives.

“For example, devaluing the
local currency in the hopes of in-
creasing local currency returns
from exports is a short-term mon-
etary fix.

“Without a real improvement
in productivity, this would only
lead to inflation in the longer
run,” Mr Lee said.

He also touched on the low ab-

sorptive capacity of the economy.
Without the right infrastruc-

ture, potential investment that
could come with the lifting of
sanctions would risk overwhelm-
ing the economy.

The government’s fiscal posi-
tion is also stretched.

“While personal income tax ex-
ists, it is not widely enforced, and
there will be a need to expand the
government’s revenue base be-
yond resources – (namely) natural

gas and precious stones – and Cus-
toms duties,” Mr Lee said.

So while it seems that Myan-
mar will continue to grab its share
of global headlines as it embraces
change, experts say that concerns
remain and companies looking to
set foot there should be aware of
these challenges.

“Macroeconomic management,
balanced with social demands, is
fraught with difficulties. Myan-
mar is undoubtedly a country of

rich potential, but fulfilling that
potential will be another matter
as it plays catch-up with its neigh-
bours after decades of political
and economic isolation,” he said.

“In the nearer term, the 2015
general election will show whe-
ther the people will vote for the
opposition, as they did in recent
by-elections, and if so, whether
the incumbent would turn back
the clock.”
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Protesters at a candlelight demonstration voicing their displeasure at severe power cuts in downtown Yangon last month.
Frequent blackouts are just part of a host of problems with Myanmar’s infrastructure. PHOTO: AGENCE FRANCE-PRESSE
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IT IS becoming extremely hard to
ignore investor favourite Yoma
Strategic Holdings on the back of
growing interest in all things My-
anmar these days.

The stock has surged 130 per
cent this year despite some inter-
mittent bouts of selling, since My-
anmar became the decade’s big-
gest emerging market story.

“Few other companies can
claim to have such a focused expo-
sure to the emerging market of
Myanmar and its potential in real
estate market growth,” said May-
bank Kim Eng analyst Bernard
Chin in a recent report.

Yoma, which derives more
than 90 per cent of its revenue
from its property involvement in
Myanmar, is now exploring other
businesses under the umbrella of
its parent company, Serge Pun
and Associates (SPA Group).

These include hospitality – ho-
tels and serviced apartments –
and financial services, as well as
expanding its auto business.

“There’s a huge demand in Yan-
gon, with tourist numbers expect-
ed to go through the roof,” Yoma
chief executive Andrew Rickards
told The Straits Times.

Yoma’s auto business, which
currently involves importing Chi-
na’s Dongfeng light trucks into
Myanmar, also offers plenty of
scope for expansion.

“We want to expand into the
broader auto business which the
SPA Group is involved in, such as
cars and motorcycles, as import
barriers come down and wealth
goes up,” he said.

The firm is also tweaking its
strategy in Myanmar to sell more
finished products such as villas,
apartments and townhouses, rath-
er than plots of land.

Currently, its real estate deal-
ings involve selling houses and
land development rights (LDRs).

In the financial year to March
2012, it sold 222 plots of land, up
from 35 a year earlier, while reve-
nue from house sales was $11.3
million, up from $2.4 million.

“It’s a strategic move from the
past to slightly tweak our busi-
ness model to sell fewer plots of
land and focus more on building
the finished products as this is
more profitable,” he said.

The group’s much improved fi-
nancial resources make this easi-
er. Cash and bank balances have
risen to $20.1 million from a mea-
gre $2.5 million a year ago, thanks
to proceeds from LDR sales.

Shareholders recently ap-
proved the firm’s acquisition of
70 per cent of the economic inter-
ests in the remaining LDRs of the
Star City real estate project in
Yangon for $91 million, and rights
issue to part fund the exercise.

The development and sales
pipeline of this project, which will
last six to eight years, involves
building 9,000 homes as well as
shopping and commercial develop-
ments.

This is, by far, the firm’s big-
gest project to date.

“What we plan to do is quite
dramatic. It’s a completely new
township about four times bigger
than our previous largest
project,” said Mr Rickards.

Still, look beyond the current
round of hype and Myanmar, like
other emerging markets, holds

risks for businesses.
These include the lack of infra-

structure, a sound or developed fi-
nancial system, and a skilled work-
force.

“Our concern is that the politi-
cal reforms precede economic re-
forms, which means the economic
benefits may not flow immediate-
ly to the people,” said Mr Rick-
ards.

For the moment, things have
picked up for the firm.

Earnings for financial year 2012
came in substantially higher at $6
million, from $2.8 million a year
earlier.

“I would say that this is the
first year of the ‘new year’ since
political reforms started, so we
should compare the current year’s
performance to 2012,” Mr Rick-
ards added.
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By YUNITA ONG

SINGAPORE-LISTED Interra
Resources has given an update on
the test drilling at an oilfield in
Myanmar in which it has a signifi-
cant interest.

Interra said yesterday that
Goldpetrol Joint Operating Com-
pany, in which it has a 60 per cent
stake, had completed a develop-
ment well at the Yenangyaung oil-
field. Goldpetrol is the operator of
the oilfield.

The well is now producing 20
barrels of oil a day, it said.

Costs of drilling the well had
been comparatively low. Interra’s
share of the drilling costs was
funded from current cash assets.

The firm added: “Several
shallower reservoirs exhibit oil
character on the electric wireline
logs which indicate oil saturation
and may be tested at a later date.”

Yesterday, Interra’s share price
rose 1.5 cents to close at 37 cents.

The counter has nearly quadru-
pled from 9.7 cents on Dec 30 last
year to 37 cents yesterday, hitting
a high of 50.5 cents in April.

The rise in its fortunes has
come on the back of sweeping
changes in Myanmar’s political
and economic climate such as the
managed float of its currency and
the ease of some United States
sanctions.
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GUNNING FOR GREATER PROFIT

It’s a strategic move from the past to slightly
tweak our business model to sell fewer plots of
land and focus more on building the finished
products as this is more profitable.
– Yoma chief executive Andrew Rickards, on the shift towards selling
finished real estate products in Myanmar

 

At a recent Yoma sales exhibition here, Myanmar nationals showed keen interest in apartments in Star City, the company’s biggest project to date. Its development
and sales pipeline will last six to eight years and involve the building of 9,000 homes, as well as shopping and commercial developments. PHOTO: YOMA STRATEGIC
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