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| REPORT BACKGROUND 

Last month the report talks about “the exponential power of riding the waves”. This month points 
out the approaches, collaborations and strategies governments are taking to overcome the global 
economic challenges. 

As we have experienced it, public and private debt has risen in Asia since 2008-2009 global financial 
crisis with debt-to-GDP expanding around two-thirds over the last decades. While infrastructure 
developments in the past decades has increased exponentially, the huge amount of funding injected 
into these projects are debt reliant, concurrently, policy makers have neglected the importance of a 
forward looking regulations that would serve as a strong foundations to the “fuelled large spending” 
to oil the economic wheels. 

The results of the “robust unplanned, unstratified and debt reliant” growth has proven to be a 
superficial balm on most economies, forcing governments to review factors of “economic imbalances” 
which are mostly embedded in the trade gaps and barriers discrepancies. Inflation has ticked up due 
to rising prices in the region, including the USA-China trade war, the Brexit agenda as well as other 
incidents such as the China African swine flu that has pushed up the meat prices. The regional inflation 
is around 2.7% in 2019 and 2020.  

The ADB report forecasts economic growth in the 45 countries of developing Asia at 5.4%, upping it 
to 5.5% in 2020. Nonetheless, the newly lowered forecast reflects gloomier prospects due to the trade 
war as well as the slowing economic growth in the advanced economies and the large economies of 
developed Asia, including China, India, Korea, and Thailand. Excluding the newly industrialized 
economies such as Hong Kong, China, Korea, Singapore and Taipei. Despite all that, developing Asia is 
forecast to expand by 6%.  

Trade disputes and tighter credit phenomena will persist, added with weaker investments detected in 
some of the countries. This is already eminent in countries like India, with GDP growth revised to 6.5%. 
South Asia as a whole is seen growing at 6.7% in 2020, with public spending stimulating the economies 
in Central Asia, including Kazakhstan and Uzbekistan. 

Lastly, the largest economy in Southeast Asia, Indonesia is predicted to catch up moderately in 2020, 
in September 2019, as we write this report, Indonesia is going through a minor whirl of political turfs 
which is predicted to find a stable ground in 2020 and President Jokowi’s National Agenda would see 
a smother passage. Concerns are, how much China debt will Indonesia incur, and will the country walk 
a future path to that of Philippines. 

 

The economic and political rebalance, re-engineering in the region indicates that we are staring at a 
more conservative future while governments embark on the attitude of partnerships. 

 Laos and Vietnam – Banking Sectors Cooperating on Technical Matters – The Central banks 
of Laos and Vietnam inked two memoranda matters during a recent meeting between the 
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governors of both central banks in Vientiane. The two banks pledged to promote and create 
favourable conditions to cooperate on trade and investments.  
 

 Thailand and Vietnam – New Industrial Estate – Thailand’s industrial developer, Amata 
Corporation is currently conducting a feasibility study with Japanese and Singapore firms for 
the fourth industrial investment location in Quang Tri province. 
 

 Myanmar – Improved Growth - Myanmar’s foreign trade has so far totalled US$33.19 billion 
with one month left in its current fiscal year. Its exports generated US$15.97 billion while 
imports reached US$17.21 billion. Of the sum, maritime trade accounted for US$23.59 billion 
while border trade accounted for around US$9.6 billion. However, these figures represent a 
US$738.5 million fall when compared to figures from the same period last year, which reached 
US$33.9 billion. 
 

 Vietnam – Consolidation of Stock Exchanges - Vietnam’s finance ministry has submitted a 

draft calling for the consolidation of its existing stock exchanges which would see the Ho Chi 
Minh Stock Exchange (HOSE) and Hanoi Stock Exchange (HNX) becoming subsidiaries under a 
new entity known as the Vietnam Securities Exchange. Under the proposal, HOSE would focus 
on operating the stock market, HNX would focus on derivatives and bond markets, while the 
umbrella entity will oversee the overall policy development, compliance and management. 
 

 Thailand – Public Debt Management - The Thai cabinet approved its public debt management 

plan for the 2020 fiscal year that caps its average public debt ratio to GDP at 42.76%, below 
the 60% threshold set by the finance ministry’s fiscal sustainability framework. The country’s 
public debt totalled US$225.8 million or 41.45% of GDP as of July this year. Previous records 
stood at 41.9% in 2012, 41.2% in 2013, 43.3% in 2014 and 41-42% in 2015-2018. The 2020 
plan also covers new debt such as the mass transit projects, nine double-track rail projects, as 
well as basic infrastructure projects. 

 
 

| The China Factor 
 

The ASEAN China Land Sea Corridor 
 
China revealed an action plan during the 16th China-ASEAN Expo held in Guangxi to further 
develop the land-sea corridor stretching from Sichuan province to Guangxi province and Hainan 
province as part of China’s plans to boost connectivity between China and ASEAN. A China-ASEAN 
digital trade hub was also launched during the event, and 16 major projects were expected to be 
signed during the four-day expo in the areas of 5G development, big data, and intelligent 
manufacturing. China-ASEAN trade grew 4.2% to US$292 billion in the first half of 2019, with two-
way investments totalling US$230 billion as of August this year. 
 
Electric Power 
 
Chinese electric power companies completed 11 projects in ASEAN worth US$1.8 billion and inked 
a further US$9.91 billion in new deals in 2018, the China Electricity Council shared during the 
China-ASEAN forum held in Guangxi recently. This includes projects in hydropower, wind power, 
photovoltaic power and other areas. 
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Chinese firms Chint Group and Sinomach-HE announced last week that they have submitted an 
application to the Cambodian energy ministry to conduct a feasibility study to develop a 150 MW 
hydropower dam on the Tatay River. 
 
Malaysia and China Trade 
 
Trade between Malaysia and Guangxi province grew 120% from US$532.1 million in 2017 to 
US$1.2 billion in 2018, with Malaysia’s imports from Guangxi accounting for US$572.79 of the 
sum, according to Malaysia External Trade Development Corporation (Matrade). 
 
Renminbi Currency in Philippine 
 
Bank of China Manila has been made the clearing bank for renminbi (RMB) business in the 
Philippines and its clearing facilities will soon be operational. The new facility is expected to boost 
cross-border settlements, trade financing, investment, loans and other financial activities. With 
this, the bank said, Filipino financial institutions will be able to participate in the Chinese financial 
market and increase their RMB asset holdings. According to SWIFT data, the total amount of RMB 
cleared in the Philippines from January to June in 2019 grew 45.3% year-on-year to RMB 127.4 
billion (US$17.9 billion). 
 
China Brunei Crude Oil Cooperation 
 
China’s Hengyi Industries and Brunei’s Shell inked agreements on September 18 to form a joint 
petrochemical venture to supply crude oil to Hengyi and sell fuel products to the Brunei market. 
Under the agreement, Shell will supply crude oil to Hengyi’s new O&G complex in Pulau Muara 
Besar and Hengyi will supply refined fuel products to Shell for local distribution. Hengyi Industries 
is a joint venture between China’s Zhejiang Hengyi Group and Brunei’s state-owned Damai 
Holdings. 
 
 

| INDONESIA FOCUS 
 
Southeast Asia’s largest economy, Indonesia has been on a declining mode. According to World 
Bank Research the “Global Economic Risks and Implications for Indonesia”, the increased in 
current account deficit (CAD) and a global economic slowdown will further trigger capital outflow.  
 
The 0.3% decline in Indonesian economy is mainly caused by the insufficient development and 
involvement of Indonesia to be a part of the global supply chain, the US China trade war, the 
weakening of the European and Chinese economy, depressing Rupiah further.  
 
As we write this report, Indonesia’s capital outflow remains an area of concern, due to the current 
account deficits. In the second quarter of 2019, Indonesia’s CAD reached US$ 8.4 billion or 3% of 
GDP, this deficit rose from US$ 7 billion (2.6% of GDP) in the first quarter. 
 
Indonesia still remain a target of the US trade deficit of US$ 4.119 billion, some analyst predict 
that Indonesia’s export revenue may decline up to US$ 11 billion due to the on-going trade war. 
 
Indonesia – A Potential of Twin Deficits 
 
It has become apparent that Indonesia’s economy is plagued by twin deficits, i.e. trade and current 
account deficits. In 2017, the country’s current account deficit reached US$ 17.3 billion (-1.7% of 
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GDP). This deficit, fortunately, can be compensated for by foreign capital inflows reaching to US$ 
29.2 billion, thus allowing the country to record a surplus of US 11.84 billion. 
 
Indonesia – Catching Up in 2020 
 
Investors usually adopt a wait-and-see approach ahead of Indonesia’s presidential elections. For 
this reason, the Indonesian government will continue to rely on domestic investment and 
household spending to drive the country's economy in 2019. The Ministry of Social Affairs has 
allocated a social assistance budget of 381 trillion IDR in 2019, up 33% from that of the previous 
year of 287 trillion IDR to boost consumer spending in order to keep this crucial aspect of the 
economy on a safe track. 

In the longer term, however, Indonesia’s current economic situation may well be the right time 
for investors to invest in the country, especially in its financial instruments. Indonesian stocks and 
securities are highly undervalued amid the Rupiah depreciation and thus present a very interesting 
opportunity for investment. Going forward, the country continues to offer strong economic 
fundamentals which will continue to underpin the growth of the middle-class and fuel the 
consumer spending growth in the country. The presidential elections will create short-term 
headwinds amid the uncertainty created by the likelihood of another two-candidate race as we 
saw in the previous elections as well. As is usually the case with Indonesia, the medium and long-
term present the best options for investors who are willing to hold their nerve and ride out short-
term uncertainties. 
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DISCLAIMER: The “Monthly Business Report” presented herewith are gathered from the various regional meetings attended, 
high level one-on-one dialogues, group discussions and workshops. This report is also a result of desk research. S..ASEAN 
International Advocacy & Consultancy (AIAC) do not make any guarantee, or representation, express or implied, as to the 
adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this report. Should any 
information be doubtful, readers are advised to make their own independent evaluation of such information.  


