
I
t’s been almost a decade in the making. 
But the launch of the 10-member 
ASEAN Economic Community (AEC) 
by the end of this year marks the 
biggest step yet in a process that will 
eventually remove all barriers to 
the movement of people, goods and 
services in the region and usher in a 

vibrant new single market.
By almost any measure, the new economic trade 

bloc comprising Brunei, Cambodia, Indonesia, Laos, 
Malaysia, Myanmar, the Philippines, Singapore, 
Thailand and Vietnam, looks compelling. Located 

in the heart of the Asia Pacifi c and situated across 
major trade routes, the AEC has a population of 
more than 600 million, larger than the European 
Union or North America, but with considerably 
younger demographics. Better still, according to 
J.P Morgan, at current growth rates, ASEAN should 
become the fourth-largest market in the world after 
the EU, U.S. and China by 2030, supported by an 
increasingly well-educated workforce and plentiful 
natural resources. 

At the same time, free trade agreements already 
signed with China, Japan, India, Korea, Australia 
and New Zealand will in theory give the AEC 
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The formation of the $2.3 trillion ASEAN Economic Community by year-end 
promises to accelerate trade and development and lay the foundations for a vibrant 
new single market in the heart of the Asia Pacifi c. But delays in implementing the 
master plan mean that real integration is still a long way down the road. 

The ASEAN Economic Community: 

A LONG ROAD AHEAD

Singapore’s Prime Minister Lee Hsien Loong, 

Thailand’s Prime Minister Prayut Chan-

O-Cha, Vietnam’s Prime Minister Nguyen 

Tan Dung, Laos Prime Minister Thongsing 

Thammavong, Malaysia’s Prime Minister 

Najib Razak, Myanmar’s President Thein 

Sein, Brunei’s Sultan Hassanal Bolkiah, 

Cambodia’s Prime Minister Hun Sen and 

Indonesia President Joko Widodo walk 

down the stairs after a group photo during 

the opening ceremony of the 26th ASEAN 

Summit in Kuala Lumpur on April 27, 2015. 
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CapitaLand 
Leverages 
Success With 
Big Plans 
For Future

SPONSORED STATEMENT

C
apitaLand is one of the largest real estate 
companies in Asia. The company operates 
in more than 20 countries in the Asia Pacifi c 
and Europe, as well as in the United States.  
Its core markets are Singapore and China, 
while Vietnam, Indonesia and Malaysia 
have been identifi ed as growth markets. 
CapitaLand has a portfolio of 22 integrated 

developments, 105 malls, 13 offi ce buildings and more than 41,000 
serviced residence units, assets that would make other property 
developers envious. But despite the company’s impressive success 
story, it is not planning to rest on its laurels. Lim Ming Yan, President 
& Group Chief Executive Offi cer of the company since January 2013, 
has made clear that there are still plenty more opportunities for 
CapitaLand to make the most of — especially if the company proves 
able to change with the times.

CapitaLand has recognized that the future of real estate has 
changed. The creative destruction that technology can reap on an 
industry often leaves those unprepared in the dust. But for those who 
have a sharp eye for the future, the rewards are clear. Lim is making 
sure the company is more than prepared for that future.

To sharpen its technology focus and customer-centric approach to 
develop real estate of the future, defi ned by greater interconnectivity, the 
company has formed the CapitaLand Technology Council consisting of 
high-calibre technology stalwarts to provide strategic inputs. Leveraging 
technology partners, The Ascott Limited (Ascott), CapitaLand’s wholly 
owned serviced residence business unit, has led a consortium to invest 
in Tujia – China’s largest and fastest growing online apartment sharing 
platform, which has been dubbed the Chinese equivalent of U.S. home-

rental website Airbnb. It has also formed a joint venture with Tujia to 
operate and franchise a new brand of serviced apartments in China. 
Ascott has also entered into an exclusive partnership with Samsung to 
jointly develop Internet of Things-ready smart solutions customized for its 
serviced residences as well.

Another way in which the company is relying increasingly on 
technology is how it is increasing footfall in its shopping malls and 
integrated developments, as well as moving towards creating virtual 
malls for smaller stores that cannot always display the entire range of 
goods they have to offer in one physical location. 

But increasing traffi c to its malls is not the only goal. Just as 
important is making sure that when someone shops in a CapitaLand 
mall, he or she will come back time and time again. This is why the 
company launched the CAPITASTAR card-less reward scheme, a 
move that not only incentivizes customers to return to shop in the 
future, but also allows CapitaLand to increase its understanding of 
its shoppers. CAPITASTAR now benefi ts 1.8 million members in 70 
shopping malls across Singapore, China, Malaysia, Japan and India. 

These moves demonstrate the extent to which CapitaLand is 
attempting to create synergies that can make the most of its business 
opportunities. In that sense, they can be seen as a microcosm of a 
much larger change: the move away from isolated projects to more 
integrated and interconnected developments. 

Integrated developments — which can comprise both residential 
and commercial properties, both offi ce blocks and shopping malls — 
are a way for the company to move towards 24/7 revenue generation. 
The key towards making a success of this business is ensuring quality 
of services across the spectrum: the more attractive the nightlife 
in an area is, the more likely people are to want to live there; the 
more convenient daytime amenities are, the more likely businesses 
will consider relocating there. There could be few better examples 
than CapitaLand’s portfolio of Raffl es City developments, an 
example to other developers of the success possible from integrated 
developments. 

“An emphasis on integrated developments allows us to leverage 
our competitive strengths in the shopping mall, serviced residence, 
offi ce, residential and fund management businesses,” says Lim. 
“This, therefore, maximizes economies of scale and increases 
our competitive edge, as well as provides stable and sustainable 
returns from both recurring and trading income. CapitaLand has 

Singapore real estate company CapitaLand has long been regarded 
as one of the most recognizable names in the market, winning 
approval from investors for its savvy approach to building integrated 
developments, shopping malls, serviced residences, offi ces and 
homes across Asia. But the company is now going one step further 
— and has already put in place plans for an impressive expansion 
of its fund management business, as well as putting increasing 
emphasis on integrated and interconnected developments.

Raffl es City Chengdu, China
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an established track record in integrated development projects, 
differentiating the group from our competition.”

The company, which has a portfolio of  64 malls and over 115,000 
homes in China alone, is by no means abandoning pure-play shopping 
malls or residential developments. But as economies grow and 
workforces and executives become increasingly demanding, CapitaLand 
is making sure it is best-placed to meet those demands with aplomb.

Ambitious fund plans
CapitaLand is also making impressive efforts to re-orient its 

funding structure. The company garnered a lot of headlines earlier 
this year when it announced that it wants to launch six funds by 
2020, with a total value of assets worth S$10 billion. This is a crucial 
step to allow the company to make the most of its long experience 
of property development in Singapore and beyond. The Ascott 
Limited received the fi rst boost through the setting up of a joint-
venture fund with the Qatar Investment Authority. The fund, which 
will initially focus on the European and Asian markets, will have equity 
of US$600 million, allowing a fund size of around US$1.2 billion. It 
has a wide mandate: acquiring suitable serviced residence properties 
for asset enhancement, repositioning, conversion, development or 
redevelopment. 

The Qatar deal has certainly turned investors’ heads, but it is 
just part of a wider move towards the growth of CapitaLand’s fund 
management business that has been planned for the years ahead. 

“Real estate is a capital intensive business and fund management 
is central to the active capital management strategy of CapitaLand as 
a dominant real estate player,” says Lim. “This tie-up with the Qatar 
Investment Authority is a good example of how we are proactively 
working with strong capital partners to build up scale.”

CapitaLand’s fi ve real estate investment trusts — Ascott Residence 
Trust, CapitaLand Commercial Trust, CapitaLand Mall Trust (CMT), 
CapitaLand Retail China Trust and CapitaMalls Malaysia Trust— are 
a key platform of capital recycling for the company. These trusts can 

acquire buildings that are stabilized from CapitaLand, freeing up 
capital for other developments. CapitaLand also continues to benefi t 
from the recurring income of the buildings it has divested through its 
stake in the trusts. A good example is the recent divestment of Bedok 
Mall in Singapore by CapitaLand to CMT. The rise of fund management 
at CapitaLand provides the company with another avenue to fi nance 
new developments, as well as ensuring CapitaLand’s own balance 
sheet is as effi cient as possible.

These moves mean CapitaLand is well-placed to take advantage 
of the increasing opportunities in the ASEAN region. Singapore 
and China remain the core markets for the company. It already has 
integrated developments, shopping malls, serviced residences, 
offi ces and homes in Singapore and China. CapitaLand is also 
looking at growth opportunities in Vietnam, Indonesia and Malaysia.  
Currently, it has shopping malls, serviced residences and homes in 
Malaysia; serviced residences and homes in Vietnam; and is now 
working on an integrated development in Indonesia. 

CapitaLand has proven itself to be a savvy judge of opportunities 
in the real estate markets, helping profi ts rise to S$625.3m in the 
fi rst half of the year, around 7 percent higher year-on-year. These 
results, which have been achieved alongside a fi rm commitment to 
sustainability and corporate social responsibility, show why investors 
have put so much faith in the company in the past. CapitaLand’s 
ambitious plans to develop its business over the coming years are the 
clear reason why that faith should continue into the future.

Contact Information
Rui Hua CHANG, ICIR 
Head, Investor Relations
CapitaLand Limited
168 Robinson Road #30-01 
Capital Tower Singapore 068912
Email: chang.ruihua@capitaland.com

Mr Lim Ming Yan (seated, left), President & Group CEO of CapitaLand Limited, and Mr Tang Ying Yu, Party Secretary of Yuzhong District of Chongqing, signed 
the co-operation agreement for the landmark integrated development Raffl es City Chongqing in China in January 2012.   Strategically located at the confl uence 
of the Yangtze and Jialing Rivers and at the heart of the prestigious Chao Tian Men area in Chongqing’s popular Yuzhong district, Raffl es City Chongqing is 
CapitaLand Group’s biggest single investment in China, and also the largest investment in a single development ever made by a Singapore company in the 
country. In total, the development cost for the project is expected to amount to over RMB 24 billion (US$3.9 billion).
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access to an even bigger market with a population 
estimated as high as 3 billion.

“We envisage ASEAN as an integrated region where 
there are abundant and varying opportunities for 
business, greater community interactions and personal 
growth, a region that is fully connected to the rest of 
the world, able to turn diversity into opportunities 
so that ASEAN can be proudly called a Community 
of Opportunities,” according to H.E. Le Luong Minh, 
secretary general of ASEAN, in a keynote address. 

But while most bankers agree on the region’s long-
term potential, they point to plenty of shortcomings 
that must be addressed before real integration can take 
place. Among the biggest stumbling blocks are the 
enormous political, cultural and economic disparities 
between ASEAN countries. Per-capita GDP ranges from 
more than $40,000 in Singapore and Brunei to less than 
$1,000 in the emerging economies of Myanmar, Laos and 
Cambodia. Added to that are regulatory obstacles such 
as currency regulations, labor laws and protectionist 
tariffs, which have yet to be fully removed. And while 
ASEAN leaders claim that 88 percent of the reforms set 
out in the blueprint have been implemented, others are 
less certain.

“I think the AEC is over-hyped,” says Dr. Thitinan 
Pongsudhirak, a director of the Institute of Security 
and International Studies at Bangkok’s Chulalongkorn 
University. “It talks a lot more than it delivers, although 
over time it does deliver.”

Nonetheless, some impressive reforms have taken 
place. Among the biggest achievements, the Asian 
Development Bank (ADB) lists the reduction of tariffs, 

with more than 70 percent of intra-regional trade in 
ASEAN enjoying zero tariffs and less than 5 percent of 
goods being subjected to tariffs of more than 10 percent. 
The ADB also believes that reasonable progress has 
taken place on liberalizing investment and capital fl ows 
and negotiating free-trade agreements.

Conversely, much remains to be done. Among the most 
urgent tasks are removing barriers to trade in sensitive 
areas such as agriculture, steel and services, eliminating 
non-tariff barriers, adopting harmonized standards on 
competition policy and promoting greater labor mobility 
to include unskilled as well as skilled labor. 

Jayant Menon, an economist at the ADB, sums up the 
ASEAN Economic Community as “a work in progress.” 
He notes that the real results of the formation of the AEC 
and its ability to compete with neighboring China and 
India as well as the US and EU could take years if not 
decades to achieve. That does not mean, however, that 
integration into one market is not a worthy goal. “As an 
investor you need to have consistency and transparency,” 
says Boonchai Opas-iam-likit, chairman and managing 
director of BASF Group Thailand. “As long as there is 
consistency, there will be support.”

Connectivity 
The good news is that many initiatives are under way 

that will boost connectivity among ASEAN members and 
pave the way for closer physical integration.

In late 2014, the Thai government signed an initial 
agreement with the Chinese government to build 
a Bt350 billion ($10.6 billion) railway connecting 
Bangkok to the city of Nong Khai on the border with 
Laos. If all goes to plan, work on the 600 km track could 
begin early next year.

Pridiyathorn Devakula, former Deputy Prime Minister 
of Thailand, expects plenty more of the so-called “mega 
projects” to follow. “Given its central geographical 
location among the ASEAN 6, Thailand is now actively 
undertaking several megaprojects to improve seamless 
connectivity in ASEAN and in particular in the Greater 
Mekong Subregion,” he said at a regional conference in 
late May.

Thailand is far from being the only country pushing 
for better infrastructure. The Lao government is also 
expected to sign a contract with the Chinese government 
for a $7.2 billion high-speed railway. Eventually a 
standard gauge double-track will link China’s Yunnan 
province to Laos, Thailand, Malaysia and Singapore. 

Nor is it only railways that are high up on the priority 
list. As part of the ASEAN Vision 2020, governments 
also are pushing the ASEAN highway network, which 
will consist of 23 routes covering 38,400 kilometres to 
connect all 10 member states. 

The enhanced transport links are all the more 
remarkable given the region’s turbulent history. “Little 
more than two decades ago, cross-border trade was 
negligible,” says Stephen Groff, vice president for 
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“We will 
continue to 
invest in our 
operations 
to enhance 
our customer 
experience.” 

MAXIMILIAN BITTNER, 
CEO OF LAZADA GROUP

Bangkok
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Southeast Asia at the ADB. “Today trade is booming.” 
Besides the obvious benefi ts of increased trade and 

tourism, an improved network of roads and railway 
links will lower costs for companies in ASEAN, making 
it cheaper and more profi table for them to ship goods 
around the region.

One infrastructure project that has encountered more 
than its fair share of problems is the Dawei deep-sea 
port and special economic zone. Situated in southeast 
Myanmar, a short distance from the Thai border, it was 
originally slated to include an industrial estate spanning 
132 sq. kilometres and a deep-sea port capable of 
handling 250 million tons of cargo a year, as well as 
power plants and four-lane highways. 

However the ambitious project foundered after 
the Japanese decided to back their own competing 
industrial zone. Now a slimmed-down version of the 
Dawei project may once again be inching forward with 
support from governments in Thailand, Myanmar and 
Japan. Construction company Italian-Thai Development 
and its consortium partners Rojana Industrial Park and 
LNG Plus International recently signed a concession 
agreement with the Myanmar government. The fi rst 
phase of the project is expected to include a small port, 
a two-lane road to Thailand, an industrial estate, power 
plants and a liquefi ed natural gas terminal.   

Corporate M & A 
Infrastructure is not the only sector that is attracting 

the attention of investors. From manufacturing to 
energy exploration and property development, the AEC 
is helping to redraw the lines of business, throwing up 
opportunities for companies who are in a position to 
capitalize on them. 

Some of the biggest corporate names have already 
stolen a march on the AEC. Thailand’s Siam Cement 
Group has set the pace in recent years, opening up sales 
and manufacturing operations in almost every country 
around the region. In one of its most recent acquisitions, 
Siam Cement paid Bt1.5 billion for an 80 percent stake 
in Vietnam’s Tin Thanh Packing Joint Stock Company 
near Ho Chi Minh City. The acquisition will transform 
the Thai conglomerate into a major packaging producer 
in ASEAN.  

For his part, veteran Siam Cement president and CEO 
Kan Trakulhoon is upbeat about prospects for the AEC. 
“SCG continues to operate its businesses with an aim 
to become a sustainable leader in the ASEAN region,” 
he says. “Our investment expansion plan is still on 
track and we continue to export our products within 
the regional markets as we anticipate growth within the 
ASEAN region.”

Siam Cement is far from being the only company 
to expand its footprint in ASEAN. CapitaLand is one 
of Asia’s largest real estate companies headquartered 
and listed in Singapore. Its core markets are Singapore 
and China, but the group also has identifi ed Vietnam, 

Indonesia and Malaysia as growth markets. Meanwhile, 
Thailand’s giant energy group PTT and its subsidiaries 
also have invested heavily in the region. 

Not all countries appear to relish the idea of foreign 
companies muscling in on their home turf. Malaysia 
repeatedly dragged its feet over the implementation of 
the preferential tariff system in a bid to protect its home-
grown automobile industry from outside competition. 
Some bankers worry about the reluctance of Indonesia’s 
President Joko Widodo to actively embrace the concept 
of the AEC. Given that Indonesia is widely viewed as 
the economic powerhouse of the region, any refusal to 
open up its markets to foreign competition would mark 
a serious setback for the regional bloc. 

Financial Services
Of all the business sectors in ASEAN where barriers 

abound, the fi nancial services sector is close to the top 
of the list. This is hardly surprising. Many governments 
are understandably reluctant to open up their fi nancial 
markets to foreign entrants for fear that their own banks 
will be unable to compete. 

One of the most glaring examples of protectionism 
came in 2013, when Indonesia’s central bank turned 
down an attempt by Singaporean lender DBS to assume 
a majority share of Bank Danamon Indonesia, the 
country’s sixth largest bank by assets. Some observers 
claim the case may set a dangerous precedent. “The 
creation of the AEC will have a much more limited 
impact on the fi nancial services sector than in many 
other areas of the regional economy,” notes a March 30 
report by BMI Research. “We expect full liberalization 
to only realistically take place long after Vision 2020.”

This has not stopped some of the big Thai and 
Singaporean banks from opening branches and 
representative offi ces around ASEAN. In June, Bangkok 
Bank, which has the largest foreign branch network of 
any Thai bank, offi cially re-opened its branch in the 
Cambodian capital Phnom Penh after a 14-year absence. 
Bangkok Bank now has a presence in every ASEAN 
country with the exception of Brunei. 

Kobsak Pootrakool, executive vice president of 
international banking at Bangkok Bank, sees regional 
expansion as a logical step for many local businesses. 
“My clients are starting to realize that they cannot stay 
in Thailand alone,” he says. “They have to go out and 
capture the opportunities within the region.”

One of the latest countries to open up its doors to 
foreign banks is Myanmar. Late last year, Bangkok 
Bank, Malayan Banking, United Overseas Bank and 
Oversea-Chinese Banking Corp won coveted licences to 
this formerly closed country. Many businessmen have 
hailed Myanmar as one of the most exciting long-term 
prospects in ASEAN. Indeed it was little more than three 
years ago that the fi rst ATMs were rolled out in the 
capital Yangon.  

“The single more important change in the Greater 

“We envisage 
ASEAN as an 
integrated 
region where 
there are 
abundant 
and varying 
opportunities 
for business, 
greater 
community 
interactions 
and personal 
growth, a region 
that is fully 
connected to 
the rest of the 
world...”

LE LUONG MINH, 
SECRETARY GENERAL 
OF ASEAN



Mekong Subregion is the opening up of Myanmar,” 
says Kamalkant Agarwal, head of international banking 
business at Siam Commercial Bank (SCB), Thailand’s 
third biggest lender. SCB already has a representative 
offi ce in Myanmar. Last year, it applied for a banking 
licence, but failed to gain approval. The bank has since 
made it clear that it will consider re-applying if and when 
Myanmar decides to issue new foreign bank licences. 
“We still see great potential for the Myanmar market,” 
says Kamalkant.

Foreign Investors Seek Value in ASEAN Stocks 
Until recently, one of the most diffi cult questions 

facing global fund managers wanting ASEAN exposure 
was how to buy a broad spread of regional equities with 
the maximum ease. And until recently the answer has 
been that it was not possible.

For one thing, ASEAN’s seven stock exchanges lacked 
any mechanism that would allow investors to trade 
in different markets using one platform. For another, 
stocks had to be settled in local currencies with varying 
settlement dates.

Fortunately, some links have now been put in place to 

remove the biggest obstacles. In 2012, stock exchanges 
and regulators in Thailand, Malaysia and Singapore 
launched the ASEAN Trading Link, which provides 
investors with a single point of entry into three of the 
largest ASEAN equity markets. Today, investors in 
principle can trade more than 2,200 companies listed on 
these three exchanges. The authorities have taken other 
steps to boost the visibility of equity products in the 
region and create a larger universe of investible stocks. 
One of the most important is the launch of three new 
tradable indices covering the ASEAN market: the FTSE 
ASEAN All-Share Index, the FTSE ASEAN Stars Index 
and the FTSE ASEAN All Share Ex-Developed Index. The 
next step, fund managers hope, will be to expand the 
ASEAN Trading Link to other exchanges in the region 
and harmonize processes for seamless end trades. 

Dato’ Tajuddin Atan, CEO of Bursa Malaysia, remains 
optimistic about the outlook. “The emergence of ASEAN 
as an integrated capital market is already happening,” he 
says. “ASEAN Exchanges will continue to support this 
development and partnership in the spirit of competitive 
collaboration.” 

An equally welcome development has been the launch 
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“We already 
have a couple 
of deals in the 
pipeline.”

ADISORN SINGHSACHA, 
MANAGING DIRECTOR, 
TWIN PINE CONSULTING 
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of growing numbers of dedicated ASEAN funds seeking 
to cash in on burgeoning demand for ASEAN equities. 
In September 2014, One Asset Management, a Bangkok-
based fund management company, launched the $4.2 
million One ASEAN Stars Fund with exposure to the 
region’s largest markets. This year, it went a step further 
by introducing Thailand’s fi rst ASEAN index fund, the 
One Stoxx ASEAN Select Dividend 30 Index. With a size 
of $15.8 million, the fund’s objective is to replicate the 
underlying index.

Some investment bankers are also waking up to the 
new opportunities offered by greater ASEAN integration. 
Adisorn Singhsacha, managing director of Twin Pine 
Consulting, advised EDL-Generation Public Company—
Laos’ biggest power producer—on a Bt6.5 billion bond 
issue in the Thai capital market. Adisorn believes it is 
a logical step for companies in less-developed countries 
such as Cambodia, Laos and Myanmar to raise funds 
in more developed capital markets such as Thailand or 
Singapore. “We already have a couple of deals in the 
pipeline,” he says. 

Big Potential in E-commerce
Another sector that is beginning to attract the 

attention of foreign investors is E-commerce. At present, 
online broadband users account for just 29 percent of the 
adult population in ASEAN’s six largest economies. That 
compares with 46 percent in China and more than 90 per 
cent in Japan. Indeed the only country to have higher 
levels of broadband access is Singapore, which is on par 
with other developed economies.

But according to global management consulting fi rm 
A.T. Kearney, the situation may be about to change. 
As the cost of broadband access falls across the region 
and consumers become more comfortable with the new 
technology, the number of users is likely to soar. And 
that in turn is likely to boost the E-commerce business, 
which accounts for less than 1 percent of total retail sales 

in ASEAN, compared to rates of 6-8 percent in Europe, 
China and the US.

“Retail E-commerce offers a unique opportunity to 
connect millions of merchants and consumers across the 
region,” says A.T. Kearney’s report “Lifting the Barriers 
to E-commerce in ASEAN.” The report forecasts that the 
ASEAN E-commerce markets could grow as much as 25 
percent annually. That’s a rate which can probably only 
be matched by China. 

There are other enthusiasts of E-commerce in the 
region. The Lazada group, which operates one of 
Southeast Asia’s leading online shopping stores, has 
so far raised 520 million in investment for expansion 
around ASEAN. 

Investors include Temasek Holdings, J.P. Morgan 
Asset Management, Verlinvest, Summit Partners, Tesco, 
Investment AB Kinnevik and Rocket Internet. The 
Lazada group now boasts around 4,000 employees 
across the region and an online footprint of more than 
4.5 million daily visitors. “The E-commerce market in 
Southeast Asia is still in its early days,” says Maximilian 
Bittner, CEO of Lazada. “We will continue to invest in 
our operations to enhance our customer experience.”

 Before online sales can really take off in Asia, 
governments must still address a number of signifi cant 
barriers. High on the list is state aid to improve broadband 
access and cross-border connectivity. Other areas of 
concern include the need to improve online security 
and e-payments, boost logistics and trade effi ciency and 
support the emergence of local players in the industry. 

Resolving these issues, in many cases, is likely 
to be simply a matter of time. And as the region’s 
burgeoning middle class continues to expand, investors 
in E-commerce could fi nd themselves among the biggest 
winners of ASEAN integration. 

Slowing Economies  
How ASEAN will weather the challenging global 

environment is one of the most diffi cult questions to 
answer. Until earlier this year, ASEAN looked to be 
a relatively bright spot in an otherwise unimpressive 
environment. The 2014 GDP growth came in at a healthy 
4.4 percent, well above the 0.9 percent reported by the 
EU and the 2.4 percent registered by the US.

Some countries did especially well. The Philippines 
expanded at an impressive 6.1 percent rate, making it one 
of the world’s fastest-growing nations after China and 
India. Meanwhile Indonesia, ASEAN’s largest economy, 
managed to notch up a respectable 5 percent, despite 
holding general elections and suffering weak prices for 
its main commodity and energy exports.

This year, however, the slowdown in China together 
with the prospect of higher US interest rates, have already 
put a damper on the region’s economies. And while the 
ADB forecasts that ASEAN economies will expand by 4.9 
percent in 2015, many economists expect a downward 
revision on the back of slowing global trade volumes. 
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“Thailand is 
now actively 
undertaking 
several 
megaprojects 
to improve 
seamless 
connectivity in 
ASEAN and in 
particular in the 
Greater Mekong 
Sub-region.”

PRIDIYATHORN DEVAKULA, 
FORMER DEPUTY PRIME 
MINISTER OF THAILAND

Singapore



2015 WILL BE REMEMBERED AS A YEAR 
of great opportunity for Southeast Asia 
as it heralds the start of the ASEAN 
Economic Community (AEC). Made up of 
10 countries with a population of around 
600 million, the AEC will become a new 
economic powerhouse with combined GDP 
of around 2.5 trillion dollars, equivalent to 
the 7th largest economy in the world.  Better 
still, as a single market and production 
base, it will offer exciting opportunities 
for companies looking to expand their 
investment horizons. 

The good news is that regional 
integration can bring benefits to large Thai 
corporates and SMEs alike. Thai products 
are widely recognized by consumers in 
neighboring countries for their quality, 
while over the past five years Thailand has 
developed from being a net recipient of 
Foreign Direct Investment to become a net 
exporter of FDI, especially into ASEAN.    

For the major Thai companies, the 
launch of ASEAN has already spurred a 
sharp increase in investments across the 
region. However, for SMEs with more 
limited ambitions, the best opportunities 
may lie in cross-border trade with the 
CLMV countries (Cambodia, Laos, 
Myanmar and Vietnam) whose dynamic 
economies are amongst the fastest 
growing in the world. Last year, for 
example, Thailand’s overall exports were 

flat, but exports to the CLMV grew by a 
remarkable 20 percent.  

ASEAN Network
As one of the leading banks in the 

region, Bangkok Bank has built up a strong 
international presence. It has branches in 
nine ASEAN countries and 30 international 
branches in total. Over the past three years, 
in particular, the bank has strengthened 
its operations in Indonesia, Cambodia and 
Myanmar, as well as China.

Indeed, while banks in other ASEAN 
countries have also been expanding in the 
region, a major advantage both for Bangkok 
Bank and for other Thai banks is the quality 
of the relationships they have built up 
with their customers. In many cases, these 
relationships go back for generations, and 
will be difficult for foreign banks to replicate. 

Bangkok Bank President Chartsiri 
Sophonpanich welcomes the launch of 

the AEC. “We see the AEC as a very 
significant development as it integrates 
ASEAN countries into a single market,” 
he says. “This is an evolutionary process, 
and integration has been taking place 
over a number of years, covering areas 
such as tariffs, harmonization of laws 
and regulations, customs procedures, 
development of new economic zones close 
to borders, and new infrastructure and 
transport networks.”

Many Thai industries have already 
developed supply chains and production 
facilities in different countries around the 
region. In recent times, they have shown a 
particularly keen interest in Myanmar as well 
as in Vietnam and Cambodia, which are seen 
as alternative production bases to Thailand. 
“We will continue to support our customers 
to expand their business through our long 
established and extensive regional network 
in the AEC countries,” says Chartsiri.

Competitive Advantages
Bangkok Bank enjoys several important 

advantages when it comes to assisting 
businesses from other countries interested 
in investing in Thailand and the AEC. The 
bank already has a strong base in Japan, 
Hong Kong and Taiwan, where business 
partnerships and connections have been 
built up over many decades, as well as 
branches in London and New York. As 
investors from these countries expand their 
presence in Southeast Asia they can tap into 
Bangkok Bank’s extensive branch network 
spread across the AEC. 

Bangkok Bank’s long history in Thailand 
could prove especially helpful for customers 
wishing to expand into emerging markets 
such as the CLMV or Indonesia, since these 
countries are following developmental paths 
similar to Thailand. As one of Southeast 
Asia’s largest banks, Bangkok Bank also has 
a local banking license in China, through 
its subsidiary Bangkok Bank (China). This 
strategically placed international network 
enables the bank to support customers 
with business interests across East Asia. 
“Bangkok Bank has been preparing for the 
AEC for a long time, and I am confident 
that when its full impact comes, we will be 
ready,” says Chartsiri. 

The launch of the ASEAN Economic Community (AEC) at the end of this year promises to transform the landscape for 
Thai corporates and SMEs in the coming decades. With its extensive branch network throughout ASEAN, Bangkok Bank 
sees big opportunities to support its customers as they expand their business around the region. 
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According to Deutsche Bank, global trade expanded 
at just 1.8 percent year on year in the fi rst few months 
of 2015, compared with annual growth of 6.8 percent 
during the period from 2000-2007. “Trade malaise is 
hugely problematic for the export-oriented economies 
of Asia, casting substantial downside risk to their 
outlook,” notes a report by Deutsche Bank published 
on July 31. The report highlights other structural 
weakness like lower investment around the region, 
rising trade restrictions and changing patterns of 
production.

Compounding the situation is the recent move by 
the People’s Bank of China to lower the value of the 
renminbi in a bid to revive the Chinese economy. On 
the one hand, the weaker renminbi could kick start 
the Chinese economy, which in turn could stimulate 
ASEAN exports. But on the other hand, it risks igniting 
a currency war around the region as countries seek 
to maintain their own competitiveness by lowering 
interest rates and letting their own currencies weaken.

One of the hardest hit economies has been 
Thailand, which suffered a military coup in May 
last year. After experiencing a short-term bounce 
thanks to more stable government and the promise of 
widespread structural reform, business confi dence has 
once again plunged in recent months on the back of 
slowing exports, weak farm prices and poor economic 
prospects. The Ministry of Finance lowered its 2015 
growth forecast in July to 3 percent from 4 percent 
earlier in the year. Credit Suisse believes the real fi gure 
may be 2.5 percent. Meanwhile the Thai baht has 
weakened to a six-year low of Bt35 to the US dollar, 
making it one of the worst performers in Southeast 

Asia since the start of the year.
Singapore is also facing another lackluster year 

largely due to the sluggish global recovery. GDP 
shrank to? 4.6 percent in the second quarter, driven by 
a sharp fall in manufacturing amid reduced demand 
from China. Analysts are already downgrading their 
full-year forecasts. 

Despite the tougher economic conditions, debt levels 
in the region remain for the most part manageable. 
This was spelled out in the latest assessment on 
ASEAN banks by global credit ratings agency Standard 
& Poor’s issued in early August. While the asset quality 
of ASEAN banks could weaken over the next 12-18 
months as a result of rising household indebtedness 
and tight liquidity, the report concludes that “the 
accumulation of capital and provisioning buffers 
should be suffi cient to offset these headwinds and 
continue to underpin the ratings on the banks.” 

The good news is that the challenging global outlook 
has done little to slow down growth in  Cambodia, 
Laos, Myanmar and Vietnam, highlighting the wide 
economic disparities within the region. Investors have 
coined a new term for these four countries. They are 
known as the CLMV and they are attracting growing 
attention from investors who see them as immune to 
many of the economic forces that are shaping markets 
in the developed world.

“The whole world is talking about the CLMV 
region,” says Kamalkant at Siam Commercial Bank. 
“Three of the four countries are growing at 7 percent. 
And these kind of growth rates are only going to 
get better given the high level of FDI we are seeing, 
together with abundant labor and natural resources.”

Many economists expect rapid development of the 
CLMV countries to continue at least for the next few 
years as they play catch-up with their neighbors. But 
some worry that unless these countries put in place 
the physical, legal and regulatory infrastructure now, 
they will begin to hit bottlenecks.

“How do you keep the good times going?” asks 
Kobsak at Bangkok Bank. “It is easy to see that 
Myanmar can grow by 10 percent for the next fi ve 
years, but the key question is what happens after that? 
You have to keep reforming yourself to make sure that 
the good times last.”

In the future, local issues may also cloud the outlook 
for some ASEAN countries. Next year sees general 
elections in the Philippines and possibly in Thailand, 
although it remains unclear if and how general elections 
will proceed. In addition, both the Philippines and 
Vietnam are entagled in disputes with China.

Nonetheless the broad consensus is that prospects 
for next year will improve with economic growth across 
ASEAN expected to reach 5.3 percent, according to the 
ADB. That would be welcome news for the region’s 
leaders celebrating the inaugural year of the ASEAN 
Economic Community. ■
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“Three of the 
four countries 
are growing at 
7 percent. And 
these kind of 
growth rates 
are only going 
to get better 
given the high 
level of FDI 
we are seeing, 
together with 
abundant labour 
and natural 
resources.”
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