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Abstracts

Political Concerns To Weigh In 2015

Cambodia

Chinese assistance for Cambodia's economic development has ramped up

considerably over recent years, and we believe that this is a trend that is set to

continue. During Hun Sen's visit to China earlier in 2014, the Prime Minister secured an

agreement that will see China provide USD500mn in grants and loans per annum to

assist Cambodia in developing its woefully lacking infrastructure. Domestically,

however, Cambodia continues to face significant political challenges despite the fact

that the opposition has rejoined parliament. In particular, a group of Cambodians has

lodged a complaint with the International Criminal Court (ICC) against a group of

politicians, security chiefs, and business tycoons. The complaint alleges that

Cambodia's ruling elite has systematically seized land from its rightful owners, and that

in many cases this land has been sold to multinational firms. Given the strong vested

interests associated with Hun Sen's regime, we believe that the probable inaction on the

part of the government to address these issues will result in a further deterioration of

support for the ruling CPP.

Laos

We believe ongoing efforts by the Laotian government to develop and strengthen the

country's banking sector should help to place domestic banks on a much stronger

footing over the coming years. Continued development of the sector would in turn

provide the impetus for domestic banks to tap on the immense growth potential the

underbanked local market has to offer. Strong economic growth momentum over the
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coming years should also bode well for banks' earnings. We forecast the

country to grow at an annual average growth rate of 6.7% from 2015 to 2024. In terms

of politics, we expect a largely stable political environment, owing to the tight rein on

power by the Lao People's Revolutionary Party (LPRP). That said, it is also precisely

the desire of the LPRP to hold on to power that will lead to continued political repression

against any kind of opposition to its rule. Growing public dissent against the government

will therefore continue to weigh on the country's long-term political trajectory.

Myanmar

November's ASEAN summit in Myanmar shone the spotlight on the country's political

reform drive, which we believe has lost considerable momentum over recent months. In

particular, the government has not shown the willingness to make substantive

amendments to the constitution, suggesting that opposition leader Aung San Suu Kyi

will not be allowed to run for president in 2015's general elections. Furthermore, it looks

increasingly likely that the military (Tatmadaw) will retain its automatic 25% share of

seats in parliament. Combined with efforts from the ruling USDP to adopt a proportional

voting system rather than the first-past-the-post system that has been used in the past,

it is likely that the USDP and Tatmadaw will maintain a considerable preference beyond

the upcoming elections. At the same time, we also note rising risks that general

elections may be postponed, as the government has tied the elections to a nationwide

ceasefire which is looking more tenuous by the day.
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