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Could Asia go bankrupt?
In a recent speech in Frankfurt, Germany, Angela Merkel stated: “there is a
rumour going round that countries cannot go bankrupt.” The German
Chancellor then continued on to say “the rumour is not true.”
Of course she is right. Countries go bankrupt if they allow their spending to
spin out of control and can no longer service their interest payments. This
message is now playing out in real time in Europe now: If governments go
too far in bailing out their economy, they face insolvency themselves.
The history of the world is littered with national bankruptcies, from Argentina
to Iceland, and from Mexico to Russia- yes, the great resource–rich former
soviet power bloc. One of the highest profile bankruptcy‟s in history was
probably the greatest superpower of its time, the Roman Empire!
Much more recently, on June 26th 2012, the city of Stockton in California,
USA voted to file for bankruptcy. After two years of slashing public
spending, pruning services and soaring violent crime as a result of police
cuts, this 300,000 strong city in California‟s gave up the fight and went bust.
Is this an isolated one-off event? No, it is just the tip of an iceberg; Stockton
is just one of many municipalities facing similar difficulties and others will
follow soon. If such an event can become common-place in the world‟s
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biggest economy, what chance is there of countries or municipalities in Asia going bankrupt?
Asian governments and big businesses will of course loudly deride any notion of national bankruptcy
as impossible, and indeed laughable. So, what are the chances? Are things as good as the politicians
claim? Let‟s take a look at systemic risk in different Asian economies by calculating the size of each
country‟s banking sector, adding public debt and deducting reserves, all expressed as a % of GDP:
Japan
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don‟t look as
good as the
commentators
are claiming
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Looked at from this perspective, most underlying Asian risk numbers don‟t look
anywhere near as good as many commentators have been claiming. In tones
reminiscent of the famous “god almighty could not sink the Titanic,” quote, the
politicians will of course claim defensively that their markets are unlikely to
crash, if they do there will be a soft landing, and their banks are in great
condition, etc. etc., yawn, yawn!

The reality is that Japan is of course a yellow-jersey debt basket-case, out there on its own, with the
peloton seemingly well behind. However, Asian governments need to be aware that the numbers for
the rest of the chasing pack shows remarkable similarities with Europe back in the safety of 2007,
before their real estate markets crumbled. What happens next in Asia will be determined by the
actions of those in power. Asian bankruptcy; it may not look likely now, but never say never!

The best global opportunity this decade
The impending launch of the ASEAN Economic Community (AEC) in 2015
signifies a fundamental change from the original purpose of ASEAN, which
was to promote peace and harmony amongst its members. This new
initiative is a structural shift in political and economic motivation for the
region. Back in 1967, when ASEAN was formed, its main philosophies
were stability, nation-building and efforts to counteract the spread of
communism. The primary focus of AEC is now regional trade and financial
integration in an effort to try and compete with the increasing economic
and political power of China and India.
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AEC is therefore not only a big step-up in philosophy, but is the largest
economic integration undertaking ever attempted in the developing world. It will
create a single trade, capital and investment block encompassing 600 million
people. By comparison, the EU, the model from which the AEC initiative has
largely evolved, is home to 500 million people. AEC will be the 3rd highest
economic population group on the planet, after China and India. The EU and the
USA would then be 4th and 5th respectively in terms of population size ranking.

AEC comprises
600m people,
100m more than
the EU, & 3rd only
to China & India
in population

The original philosophy behind the formation of AEC was based upon the success of the Eurozone at
its peak, when it soared in tandem with the 2002-2004 world credit boom. Admittance to the Eurozone
provided entry to an exclusive club of unlimited, cheap credit, which enabled
The greatest
new member countries to propel credit-dependent growth up to unimaginable
challenge is
levels. The AEC, by comparison, will not have such an exorbitant luxury;
finding common
indeed it will be launched into a completely different regional environment.
policies that don‟t
Where the Eurozone has been proven to be flawed, and where AEC will have
leave the poorer
its greatest challenge, is in finding common policies that benefit all members,
members behind
especially those at opposite ends of the wealth and development spectrum.
Since inception, ASEAN has been widely criticized for emphasis on talk and limited action. Cynics
claim that the main purpose of AEC was to counter the increasing irrelevance of ASEAN as a body in
the new globalized era. Certainly, the implementation of AEC is difficult in its own right without
constantly changing national policy structures and widely varying gaps in development and capacity
within the region. ASEAN member states fall into two diverse camps; the advanced economies,
undertaking more sophisticated initiatives like deepening their capital markets; and, the emerging
economies, struggling with more basic schemes like developing a banking system to international
standard.
So much for the theory, but what about the execution? Well, generally, the success of a new project is
dictated by how much money is invested in it? The amount principals are prepared to risk themselves
is usually critical. If annual expenditure is an indicator of the likely success of the AEC project, the
outcome looks less exciting. The annual budget for all of ASEAN is about the same as the EU budget
for just one hour of one day in the year! What is more, in terms of commitment, only 20% of ASEAN‟s
expenditure is funded by member states, the 80% balance is provided by foreign donors.
So, given the meltdown in its former role model, the Eurozone, Asian politician‟s ramblings and the
paucity of the ASEAN budget, what chance is there for the AEC? Surprising as it may seem, the
answer is probably somewhere between not bad and rather good!
Most importantly, south East Asia is not Europe. Making direct comparisons is difficult and likely
wrong. Population, demographics and urbanization are at opposite poles; Europe is shrinking,
whereas Asia is growing. Added to this, implementation of their political systems is completely
different; the transparent, expensive big-budget western economies are a drain
In ASEAN
on growth, whilst the leaner, opaque economies of south-east Asia are fully
business is
geared to economic expansion. In Europe, governments are run by politicians,
driven by the
who in turn are supported and lobbied by private interests. In south-east Asia,
private sector,
government is driven by big business, and AEC will likely be no different. In
not government
such a commercially-driven situation, the scale of administrative budgets is
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largely irrelevant.
Take the top 100 companies
in ASEAN. Take out the fringe
organisations
that
have
restrictions or handicaps upon
expansion such as airlines
and the like, and the winners
are fairly obvious to spot:
established, rich, successful
corporations; market leaders
in their own countries who will
be given unlimited crossborder expansion breaks on
their doorstep into the third largest market in the world. All this in a region that is demographically
booming, voraciously hungry for expansion, and fully encouraged by business-friendly, wholly
capitalist governments.
Foreign investors can also benefit from the AEC windfall, particularly in situations where businesses
want to mitigate capital expansion risks into new jurisdictions. There are also certain sectors that will
be opened up by the AEC opportunity that present specific new capital raising and development
challenges. A case in point is banking and finance. Most south-east Asian institutions are depositary
based in terms of capital raising, and underdevelopment of the financial sector, which was cited by
ASEAN politicians as being a benefit back in 2008, leaves them with limited new capital alternatives.
Using domestic deposits to finance expansion into other jurisdictions outside the reach of their own
central bank will be resisted by governments and regulators. Unless substantial
AEC presents
sources of new international capital are found, institutions may well be
enormous
restricted by central banks to M & A type situations with like-minded banks in
opportunities for
other jurisdictions, rather than pursuing the aggressive levels of unbridled
savvy foreign
expansion merited by the AEC opportunity. This could ultimately be a real wininvestors
win situation for the better run ASEAN banks and their foreign investor
partners.
Comparing this thunderous ASEAN opportunity to the prolonged weakness of western economies,
and their feeble recovery prospects, the AEC may well turn out to be one of the best business growth
bets in the world for the remainder of this decade.

Will Europe‟s lost decade turn out to be two?
History has proven many times that real estate markets cannot recover from a market crash until
widespread distressed loan deleveraging occurs, and sufficient quantity of property is recycled in
order to create market pricing confidence, upon which a sustainable upturn can be founded. Left to
their own devices, banks can never all afford to take the hit associated with comprehensive balance
sheet write-down after markets correct. Most banks end up in a no-win situation; either they own up,
re-price their assets to reality and go bankrupt; or, sit tight, manage their losses, kick the can down the
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road, and hope! Whilst they are in this situation, they are in no condition to operate as a fully
functioning financial institution, and effectively enter a state of zombie withdrawal from the commercial
world. Denial then takes over. Denial as to the severity of downturn, denial on its impact on the loan
book and denial as to the true insolvent state of the bank‟s finances. Banking authorities and
government then join in the denial drill, the former not wishing to admit to failure whilst in charge, and
the latter not wishing to attract criticism that might impact the cost of borrowing necessary to finance
burgeoning public debt liabilities.
The stakes in this game are enormous. Where a nation‟s balance sheet is
heavily influenced by construction and the property market, the financial wellbeing of the economy as a whole is dependent upon timely action to fully
clean up the banks. If government does not recognise market reality, bite the
bullet and clean-up bad debt, it is dodging responsibility for healing the
economy. Rather than agonizing over the cost of bank bail-outs, government
would be better served by identifying the monetary and human cost of each
additional year of continuing downturn. The cost of bailing out banks is
sometimes computed accurately, but nowhere, do the authorities calculate
the economic loss as a whole of continuing loss of productivity, and how this escalates annually in
response to their failure to address deleveraging head on to drive the earliest recovery. Governments
must recognise that impaired and non-performing loans are not just a banking problem. If they are not
promptly addressed and resolved, the situation can quickly metamorphose into a national economic
disaster, which is precisely what is now
happening in much of Europe.
Governments must
recognize that
failure to resolve
bad loans quickly
metamorphoses
into a national
economic disaster

We have seen this the critical importance of
deleveraging promptly play out many times
throughout the globe, both positively and
negatively; the US Savings & Loans Crisis of
1989, Japan also in 1989, the Scandinavian
Crisis in the 1990s, Asia 1997, or Turkey 2001.
Yet, in spite of all these patently obvious
lessons, Eurozone banks are still sitting on
assets in the fifth year of crisis, with no real
intent to start the deleveraging process. Whilst
they continue to pursue this policy of inertia,
their real estate markets continue to crumble,
their economies continue to deteriorate, and
the Eurozone division between the richer and
poorer countries continues to expand.
Banks in many jurisdictions continue to sit on
massive undeclared losses, with whole
banking sectors now technically insolvent. Low
growth and unemployment are only symptoms
of what is going on; the root cause of economic
torpor is a bad-debt mountain that has not
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For how long will
confidentiality
prevail over full
disclosure?

been addressed. A fundamental question is now being asked: for how long
will “banker‟s confidentiality” be allowed to prevail over “full disclosure?” The
scourge of “moral hazard,” where banks can do what they like because they
know governments will bail them out, is now ultimately returning to haunt
those who have allowed it to run loose in their jurisdictions.

One would have thought that having read such revelations in the media, the politicians would start to
remedy the situation. The reality is that they are already too late; things have gone too far. Failure to
deleverage the banks has caused credit, the lifeblood of their economies to wither away. Economies
are now unable to break out of a vicious spiral of failure to deleverage, credit famine, austerity,
unemployment, wealth and economic destruction. In some European jurisdictions, assets have fallen
by over 70 cents on the dollar since 2008, and are still sliding, a deteriorating situation which no-one
seems either sufficiently qualified, capable, willing or valiant enough to confront.
History will likely record this decade not just as the one in which the
Moral hazard has
Eurozone disintegrated but the one in which “moral hazard,” like a virus
mutated from the
passing from animals to humans, mutated from the banking system to
banking system to
sovereign governments. What we are seeing now is a form of sovereign
sovereign
moral hazard where the European Central Bank is undertaking widespread
governments
bailing out of the banking sector through its Long Term Refinancing
Operations (LTRO). Why now should politicians risk unpopularity by administering extremely painful
medicine to their electorate in order to deleverage their banking sector when they know the ECB has
no choice but to short-term instant bail outs? The LTRO facility may appear to look like a bank
advance, but don‟t be fooled by the format; LTRO is not a direct line of cash to the banking sector, it is
a sovereign loan that not only adds to public debt but subordinates existing sovereign bond-holders,
thereby further increasing the cost of public debt, and ultimately hastening the inevitably of
catastrophic, widespread European sovereign defaults.
European Central
Bank Lending
2007- 2012
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The end result of this will be
economic and political chaos.
What started out as a volcanic
explosion in 2008 will now almost
certainly take on the scale of the
aftermath of a full-blown nuclear
war. Europe is now in the middle
of its very own “lost decade.”
European
disintegration
was
inevitable back in 2009. The
chilling question that is now
starting to be asked in 2012 is
how much further can each
country fall, and is it possible that
the lost decade we are in might
for some jurisdictions ultimately
become two?
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Will Chinese brands rule the world?
CHINA HAS COME a long way in a short time. During the Cultural Revolution general consumer
choice was almost non-existent; products of state-owned factories were the only mainstream goods
available. But since the Communist Party redefined the country‟s economic and social system in 1978
as „socialism with Chinese characteristics‟ or „market socialism‟ choice has exploded, and Chinese
consumers in the 21st century live in a heavily branded marketplace. Ten
Currently only a
minutes in a Chinese shopping mall or train station, where advertisements for
small percentage of
everything from Japanese watches and French clothing to British cars adorn
Americans or
the walls, is enough to demonstrate how firmly commercial branding has
Europeans can
taken hold. At the 2008 Beijing Olympics, Lenovo was a premier Olympic
name a single
Partner, whilst an array of other Chinese companies provided sponsorship
Chinese brand
and additional partnership for the games.
The next strategic branding challenge facing Chinese firms will be to build
indigenous brands that can compete globally. Despite the much-vaunted „rise
of China‟ only a small percentage of Americans or Europeans can name a
single Chinese brand. Technology company Lenovo, beer maker Tsingtao and
appliance maker Haier are the most frequently cited, but none are well known
outside China. By contrast, the comparatively tiny South Korea has a host of
well-known brands, including Samsung, Hyundai and Kia, while the mobile
phone manufacturer HTC, from Mandarin-speaking Taiwan, is an increasingly
well-known name. China has overtaken Japan to become the world‟s secondlargest economy, but where is the Chinese equivalent of Toyota or Sony?
The simple answer is: wait and see. Japan‟s Datsun (now Nissan) and South Korea‟s Hyundai both
started out selling weakly-branded cars that sold on price, but both are now established global brands
featuring on lists of the world‟s most powerful brands. As China moves up the value chain and
produces more complex and high-quality goods its companies too will begin to build global brands.
Taiwan‟s HTC, which also started off as a low-cost manufacturer, has now established itself as a
leading producer of top-level Android smart phones.
Perhaps the Chinese company best placed to make this transition is information
communications technology (ICT) firm Huawei. The Shenzhen-based giant is the
world‟s second largest ICT company and operates in 140 countries, and while it still
sells largely on price, it represents the next generation of global Chinese firms. Its
name can be translated as either „Magnificent Ability‟ or „China is Able‟, and it is the
first privately owned Chinese business to make a big impression on the world market.
If Huawei and other Chinese companies that are producing increasingly
sophisticated and high-quality goods manage their brands skillfully there is no reason
why they should not follow their Japanese predecessors in making them globally
respected.
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Indigenous Chinese brands are starting to establish leading positions in their domestic market. A few
Chinese brands are already chipping away at the perception of Western superiority, one example
being the recently launched Shang Xia. The Shanghai based boutique promises “a unique encounter
with the heritage of Chinese design and craftsmanship.” The brand follows in the footsteps of
Shanghai Tang, a Hong Kong-based chain of department stores that markets itself as “the first and
leading luxury lifestyle brand emerging from China.” The rise of luxury firms that are enthusiastically
Chinese in their branding indicates the growing, if incipient, demand for distinctively Chinese branding.
A huge influx of
Chinese brands to
western markets
now seems
inevitable

In the past, Chinese companies have not seen branding as a high priority,
preferring to compete on price rather than committing to long-term brand
building. However, this out-dated ideology is changing. The typical view of
the majority of products all being labeled „Made in China‟ is slowly
disappearing and we are beginning to see change. A huge influx of Chinese
brands to the Western world now seems inevitable.

This fundamental shift is partly catalysed by technological advancements being made in China, the
most significant being the digital marketplace. Experts have commented that organisations from
emerging markets are making significant inroads in the branding world due to developments in how
they understand and connect new opportunities created by the digital marketplace. These advances
are facilitating the ability of organisations to reach their customer base with more precision through
platforms such as social networking sites and viral marketing. This shift towards online brand
communication is becoming more common amongst Chinese organisations.
TOP 10 CHINESE BRANDS

Market Cap (US$ billion)

China Mobile

Telecoms

209

China Construction Bank

Banking

195

ICBC

Banking

240

Bank of China

Banking

128

PetroChina

Oil & Gas

240

Agricultural Bank of China

Banking

141

China Life

Insurance

69

Sinopec

Oil & Gas

76

China Unicom

Telecoms

29

China Telecom

Telecoms

35

Source: Brand Finance China plc.

Market cap source: Bloomberg

With utilisation of the internet and digital marketplace becoming more popular by the day, it cannot be
long before we see not only being labeled as „Made in China‟ and instead see global markets bursting
with a new generation of domestic super brands exported from China to the rest of the world.
More information about the Chinese market can be obtained from Turnaround Asia, Hong Kong: rupert@turnaroundasia.com
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Creditors: Beware of Government Bail Outs
In a recent landmark case in the USA, the danger of government interests taking precedence over law
has become unfortunately evident to creditors of the former Anglo Irish Bank.
The previous poster boy of Irish banking, Anglo
crashed spectacularly in 2008, racking up
property related losses in excess of 30 billion
Euros. In 2009, the bank was nationalized by the
Irish government
Most of the former Irish lender‟s debt was
acquired in the Eurozone, but in 2005 they raised
US$200 million of debt from American insurance
companies. The notes were later bought by a
Cayman registered hedge fund called Fir Tree
Partners.
As part of the debt monetization of the bank in
2011, the Irish government started selling off billions of dollars of assets in the United States. In order
to protect its position, Fir Tree Partners filed a petition in the New York courts requesting that US$200
million should be set aside to cover its security claim, based upon conditions in the original debt
instrument.
The suit was rejected by New York courts and is currently subject to appeal proceedings. Whilst none
of this unusual, what is extraordinary is the reasons for the case‟s rejection by the courts. According to
the judge hearing the case, once Anglo Irish was nationalized by the Irish government, the bank
became subject to the Foreign Sovereign Immunities Act of 1976. As a result of this act, provided the
foreign government in question is recognised by the United States, U.S. courts routinely refuse to hear
claims against them, even where those claims relate to commercial activities.
Creditors‟ rights
can now be wiped
out retrospectively
by governments

The ramifications of this decision are hugely significant. In effect, it means
that creditors holding contracts governed by US law, and enforceable in US
courts, are exposed to the risk that a foreign power can eliminate private
contract rights retrospectively by acquiring the stock of the company that is
the counterparty to the contract.

In the post 2008 era government bailouts have become increasingly controversial. With this latest
Anglo Irish decision, its seems that bailouts have gone beyond the political argument- that in bailing
out failing banks, government is confiscating money from productive members of the economy and
giving it to failing ones- and is now engulfing common law and swamping the fundamental rights of
creditors. Given this latest twist, country risk is now an issue in mature jurisdictions, and not just a
quirk of emerging markets, that has historically driven up investor‟s discount rates in Asia.
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As western banks continue to implode, this is a worrying development. Since 2008, it is now expected
that once a downturn occurs, current-day markets now absolutely demand that authorities fully bail out
any and all domestic banks that fail within their jurisdiction. What is more, in 2012 bank bail-outs by
governments are, if anything, on the increase.
In the past, creditors assumed that an improvement in markets conditions
worked in their favour. What is clear now, in the light of this latest
groundbreaking case in the U.S., is that what is good for the markets may
not necessarily be good for creditors.

What is good for
the market may
now be bad for
creditors

Focus on Myanmar
Myanmar, the Last Frontier: The pace of change Myanmar has experienced in the past two years has
been nothing short of sensational. Who 24 months ago could have predicted that Myanmar, the most
sanctioned country in the World after North Korea in 2010, would be well and truly open for business
by mid-2012?
Will Myanmar be
the downfall of an
army of gullible
investors?

A great story, so far. However, a central, lingering question remains to be
answered- will Myanmar be the next Asian El Dorado, or will it be the downfall
of an army of optimistic, gullible, foreign investors?

The answer is probably a combination of both, depending on how the investor
exploits the host of potential new opportunities that are available, whilst navigating around a myriad of
unforeseen hurdles and unexpected obstacles that may suddenly appear.
Yes, Myanmar is blessed with fabulous natural resources and yes the country has a large population
and potential new market of somewhere between 50 and 60 million people, but:
The country has been isolated for decades and basic
infrastructure, that is taken for granted elsewhere in southeast Asia, has badly deteriorated. Power, rail, roads and
telecoms infrastructure will continue to create significant
barriers to progress until they have been upgraded and
improved to the standard of other countries in the region.
A significant number of commercial activities that are
attractive to international investors, such as mining and
resource extraction, are currently limited to Myanmar
nationals only, with no legal avenue currently available to
foreigners for them to access restricted sectors.
The legal system, whilst founded on the old India Code, a
derivation of English Law is out of date and out of touch with
the modern world. Commercial law, for example, is still based
on the Indian equivalent of 1914.
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The near-deserted capital city, Naypyidaw, is located
some 4 hours away from the commercial capital of
Yangon. This physical barrier adds considerably to
administrative delays, as all business registrations
and associated processes need to be undertaken
there, rather than in Yangon.
The population, while large, has limited buying power
with the average laborer earning as little as US$ 30
per month in Yangon, and far less than that in rural
areas.

Naypyidaw

Low wages are great in theory for manufacturing, but skilled workers that are taken for granted
in neighboring countries have very limited in availability in Myanmar.
The cost of entry to Myanmar, if not properly managed, is high and
rising daily. Everything, including housing leases, has to be paid for
upfront in full. As an example, the average western standard
apartment in Yangon requires an up-front payment for a 12-month
period of up to US$ 60,000 on the day of signing. The cost of
vehicles are if anything, even worse. An 8-year old Toyota Surf will
currently cost upward of US$ 55,000.

Homes that rented
for $300 a month
have been converted
to office use at
$6,000 a month!

And if you are planning on visiting, Yangon hotel room prices continue to go through the roof. A
room that would have cost US$ 70 per night in January, can be as high as US$ 350 today!

Yangon Hotels
Room Rates 2012

190

USD

120

220

250

150

80

Jan

Feb

March

April

May

June

On a more positive note, reforms to the legal
system and measures to afford protection of
investors in Myanmar are currently in
progress.
However, they have not yet been
implemented, and until they have been,
investors need to realise that they remained
locked in a high risk no-man‟s land.

For more information about Baker Tilly representation, offices and services in Myanmar please
contact: warwick@bakertillythailand.com.

Next Issue: Baker Tilly points out the most common pitfalls that foreign investors are
currently falling foul of in Myanmar
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Regional Economic Indicators

Country

Latest GDP
growth rate

Latest Industrial
Production output

Latest Consumer
Price Inflation

Current account
% of GDP

Australia
China
Hong Kong
India

4.3%
8.1%
0.4%
5.3%

4.7%
9.6%
-1.7%
0.1%

1.6%
3.0%
4.2%
10.4%

-3.2%
2.3%
5.5%
-3.1%

Indonesia
Japan
Malaysia
Pakistan
Singapore
South Korea

6.3%
2.8%
4.7%
4.2%
1.6%
2.9%

6.9%
12.9%
3.1%
-3.6%
6.6%
0.0%

4.5%
0.5%
1.7%
12.3%
5.0%
2.5%

-0.2%
1.7%
10.4%
-3.4%
18.4%
1.7%

Taiwan
Thailand
Other Regions
Euro Area
Germany
U.K.

0.4%
0.0%

8.4%
5.5%

1.7%
2.5%

6.8%
-0.8%

-0.1%
1.7%
-0.1%

-2.4%
-0.7%
-1.0%

2.4%
1.7%
2.8%

0.0%
5.1%
-1.5%

USA

2.0%

4.7%

1.7%

-3.2%

GDP Growth: Global GDP growth trends continue to erode generally. The rate of growth in China has continued
to reduce steadily every month since mid-2011. Change in GDP growth within the last month was negligible.
One of the few countries to turn to a positive upward trend was Australia.
Industrial Production: In tandem with GDP growth, the latest industrial production figures continue to trend
downwards throughout virtually all of Asia. The only countries to deviate from this trend in the last month were
Australia, Singapore and Thailand. Also during the past month, industrial production in Germany turned to a
negative trend.
Consumer Prices: Consumer prices are generally reflecting higher inflation levels. Last month we reported that
the greatest concern is India and Pakistan where high inflation showed no sign of softening, and if anything is
increasing. This worrying trend still showed no sign of slowing during June. We also commented last month that
recently reported higher inflation rates in Singapore was another worrying trend that has been maintained.
Current Account: With the exception of Singapore and Malaysia, current account balances are generally falling.
More countries turned negative during the month, which reflects a continuing global trend in falling productivity.
Best economic quote of the month: regarding the Eurozone: “one size fits none!”
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Regional Opportunities
DEALS OF THE MONTH
Thailand Residential Property Portfolio
A global, international financial institution is offering for bulk sale, a portfolio of approximately 400 repossessed
properties situated throughout Thailand.
The assets were formerly collateral for residential home loans and have been acquired as a result of foreclosure
and execution. The properties therefore have a wide geographical spread with limited concentration risk. The
majority of the properties comprise completed houses for the Thai domestic market. There are also a small
number of mass market condominiums with the remainder of the portfolio being, residential land lots.

The properties are located throughout Thailand, with the greatest concentration by value being located within the
prime national capital region around Bangkok. The assets are held within a special purpose vehicle. The
purchaser can therefore elect either to buy the assets, or the holding entity, thereby avoiding transfer of property
ownership and taxes.
Current open market value of the portfolio is circa THB 400m which equates to approximately USD 13m

ASEAN Smart Mobile Technology Investment
The principals of a an 11-year old US based technology firm are seeking additional new capital investment in
order to finance further expansion of their business throughout ASEAN.

Demand for mobile platforms has skyrocketed in recent years. In response, the company has produced a
proprietary “smart room” solution that not only controls lighting, entertainment and the environment, but can be
extended to include restaurants, concierge, telecommunications and virtually any other kind of service outlet.
The company is looking to take early advantage of this trend and become an industry leader.
The company has already expended over US2m on sales, marketing, research and development, and has
recently completed an 18-month trial period in international global brand hotel properties. It has developed
strong working relationships with a number of global communication technology and smartphone
telecommunication brands. It already has a contractual pipeline of 50 properties within the ASEAN region.
Investment Range: USD 10-12m
Asian Compass: July 2012
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Loan Portfolio
Country
Thailand
Thailand
Philippines
Thailand
Thailand

Sales
Seller
Bank of
Ayudhya
Government
Housing Bank
Investment
Fund
Government
Housing Bank
Government
TAMC

M & A Opportunities
Country
Sector
ASEAN
Australia

Motor cycle
leasing co
Wholesale &
distribution

Loan Type

OPB

Bid date

Status

Corporate
SME
Mixed

THB1.8b
THB1.3b
THB 2.0b

May 2012

100% clearance
100% clearance
100% clearance

Retail

THB 3.0b

March
2012

Cleared- awaiting formal announcement

Mostly
Commercial

PHP 3.8b

July 2012

Legacy Portfolio open to all buyers

Retail

THB 10.0b

TBA

Closing during 2012

2012

Expected announcement June 2012

Mixed

Revenues
Flexible

Debt
N/a

AU$100m

Investment

M & A Objective

Flexible

Looking to acquire motor cycle leasing
business‟s throughout ASEAN

AU$20m

Looking for Australian acquisitions

NEW
Hong Kong

Ports

No limit

N/a

Up to
US$200m

NEW
Hong Kong

Food &
Beverage

US$10m

N/a

US$5m

New Zealand

Construction

NZ$50m

NZ$40m

Business for sale providing furniture
packages for apartments, hotels, mining
accommodation
Business for sale designing,
manufacturing & distributing uniforms
Business for sale: Manufacturer of
safety equipment and signs
Looking to acquire Australian food
distribution businesses
Buy side for the acquisition in ports and
related assets
Investment in a turnaround platform that
acquires F&B assets, enhances profits,
& increases capital value by franchising
Business Divestment

New Zealand

Security

NZ$10m

$12m

Business Divestment

Australia
Australia
Australia
Australia

Furniture
Packages
Corporate
uniforms
Safety
Equipment
Food
distribution

AU$4m
AU$7m
AU40m
No limit

New Zealand

Manufacturing

NZ$8m

$10m

Business Acquisition

New Zealand

Health/ Fitness
Civil
Engineering
Infrastructure
Services
Construction
Freight
Forwarding
Medical
Supplies

NZ$12m

NZ$8m

Business Divestment

NZ$20m

NZ$5m

Business Divestment

NZ$8m

NZ$5m

Business Divestment

-

NZ$5m

Business Divestment

NZ$5m

NZ$3m

Business Divestment

NZ$4m

NZ$4m

Business Divestment

Infrastructure

S$24m

S$12m-14m

S$4m

S$5m-6m

New Zealand
New Zealand
New Zealand
New Zealand
New Zealand
Singapore
Singapore
Vietnam

IT – Software as
a service
Stone Mining

Investment Opportunities
Country
Sector

US$325k

Revenues

US$0.2m

US$ 5m

Debt

Investment

Investment Objective
Domestic banks seeking JV partners for
cross-border expansion
25% equity interest in jewelry cutting,
manufacturing & trading business

NEW ASEAN

Banking

Start up

Nil

US$100m500m

NEW ASEAN &
Middle East

Jewelry
Production

Start up

Nil

US$500k

Asian Compass: July 2012

60% investment for growth &
succession planning
Divestment to a European player for
vertical integration
Acquisition of further mining rights
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NEW ASEAN

Smart Mobile
Technology

Start-up

Nil

US$10m12m

Australia

Bio-energy

AU$3m

Nil

AU$ 2m

Australia

Bio-energy

Nil
Per
property

AU$ 7m

15% pre-tax
levered yield

Australia

Motel Fund

Cambodia

Micro-finance

AU$ 15m
US$2m

China

Industrial Park

Projected
15% IRR

NEW China

Renewable
Energy

US$14m

N/a

US$250m

Construction

N/a

0

US$10m

Oil and Gas
Exploration

US$30m

US$
40m

US$25m

NEW Japan

Digital Media
Advertising

JPY130m

JPY30m

JPY50m100m

Malaysia

Banking
Infrastructure

USD115m

Nil

USD100m

NEW
Hong Kong
NEW
Hong Kong

Malaysia
Maldives
NEW Myanmar
NEW
Philippines
Thailand
NEW Thailand

Rubber tire
manufacture
New Hotel
Development
Carbonated
Soft drinks
Oil and Gas
Exploration
Resort
Development
Portfolio- 400
lots & houses

RM50m
Land only

PreRevenue

Nil

US$5m

Land only

USD
30m

USD50m

Mostly
vacant

Nil

THB 400m

Food/food
flavouring
Manufacturer

US$2m

Cambodia
Cambodia
Singapore
Thailand
NEW Thailand

Agricultural
production
Property
Development
Food &
Beverage
Commercial
real estate
development
Residential
condominiums

Reduce debt, fund expansion

US$5m-10m

Vietnam

Renewable
energy

US$ 1m

Nil

US$13m

NEW Australia

US$15m50m

US$85m

Insurance

Loan amount
AU$5.3m

US$
700k

Security
Land, plant
& equipment

LTV
60%

US$60m
Min. US$100m

Funding for company working capital
International 5 star brand
Seeking mixture of debt & equity
Sale of operating PET bottling/canning
plant
Pre-IPO to start production on 2
prospects in the Philippines
Purchase of 800 acre Andaman Sea
island resort
Bulk sale of repossessed properties,
formerly collateral for home mortgages
Seeking capital for expansion and
development, or for outright sale.

Nil

NEW Thailand

Financing Requirements
Country
Sector

US$45m

Established US technology co. seeks
new investment for ASEAN expansion
Stage 1) Shareholder buy-back &
consolidation
Stage 2) Business expansion
nd
Looking for seed investors in new (2 )
Trust acquiring motels in Australia
Financing local small businesses
LT investment in government backed
project
Portfolio of run of river hydro-electricity
assets– with a targeted 1,000MW
Litigation funding for several claims
totaling in excess of US$200m
Equity for buy out of a listed Oil and Gas
exploration group with US assets
Fund launch of a celebrity news internet
channel to complement an existing
successful sports video network.
Funding for company‟s capital
expenditure to install and operate
10,000 ATMs

Shares &
real estate

S$8m

Loan purpose
To build two commercial plants in NSW
and Tasmania for converting waste tires
into high value carbon and oil.
Restructure debt & finance expansion
Under Offer
Financing incomplete developments in
Phnom Penh
To finance a leveraged buy-out

Min. US$30m

Real estate

Min. US$30m

Real estate

Listed real estate developer seeking
joint venture equity/ subordinated debt
partner in order to expand project base
Real estate developer seeking finance/
outright sale to complete stalled project

All Transactional opportunities listed with Asian Compass can be viewed online at:

www.e-debttrading.com
Asian Compass: July 2012
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Regional Member Firms

Baker Tilly International is a global network of high quality, independent accountancy and business advisory firms, all of whom are committed to providing the best possible service to their
clients, in their own marketplaces and across the world, wherever the client needs help. The material in this publication is published by Baker Tilly Thailand, an independent member of
Baker Tilly International. It is produced for your private information, and Baker Tilly Thailand are not soliciting any action based upon it. It should not be construed as an offer to sell or a
solicitation of an offer to buy any security, loan, asset or investment anywhere. It is based upon information that we consider reliable. However, Baker Tilly Thailand does not warrant that
the information within this publication is accurate, complete or reliable, and does not accept any liability for any decision to act or not act based upon it. No part of this material may be
copied, photocopied, or duplicated in any form, by any means, or redistributed without the prior written consent of BakerTillyThailand. Baker Tilly is a trademark of the UK firm Baker Tilly
UK Group LLP, used under license. This document has been issued to Partners and Staff of the independent member firms of Baker Tilly International. It should be appreciated that: 1.
Before distributing this note to any person outside of the Baker Tilly International member firm, it is the responsibility of the member firm to consider and comply with any local legal,
regulatory and investment business rule requirements that have implications on communications of this nature. 2. Neither any member firm nor Baker Tilly International has reviewed or
verified the contents of this document and make no representation or warranty (express or implied) as to the accuracy or completeness of the information or opinions contained herein and
no liability is accepted for any such information or opinions. Should this document be communicated to any third party, this limitation must be made known to the third party and their
acknowledgement received prior to any information being provided. 3. This document has been circulated to elicit possible interest - no investment decision should be made on the basis of
this document. An information memorandum will be issued following confirmation of status and acceptance of the terms of issue, including the completion of a confidentiality agreement.
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