9 March 2012

The 5th Column
Burma special

issue

70

Things might be looking up for the best kleptocracy that money can buy

Aung Sung Soo Kyi addressing at a rally in Mandalay last week. One year ago this would have been banned
Last week two private jets touched down in Rangoon (Yangon), the largest city in Burma, carrying a gaggle (what is the
correct collective noun for a group of financial big shots?) of some of the leading investors in Asian equities. The visit was
a pit stop after a week of touring China. One of the companies they visited was Yoma Strategic Holdings (Yoma.SP), a
S$220m company that is quoted in Singapore.
Shares in Yoma have risen about 500% over the last year. They have been up as much as 750%. For all that Yoma is still
a small company. Burma’s GDP numbers, are small too. In 2010, the CIA estimated that the number was $43bn. Andrew
Rickards, Yoma’s urbane CEO, believes that whatever it is, the real number is several times larger due to the size of the
black economy. Either way, Yoma and Burma are, in financial terms, nothing more than an amuse bouche, so why all the
attention?
Since 1962, Burma has been hidden behind a bamboo curtain where it has been misruled by a military junta. It is a kind
of Ruritania but with razor blades. One year a general decreed that all cars should drive on the opposite side of the road.
The result, most cars now have the steering wheel on the blind side when cornering. On another occasion the same
general (Ne Win - which sounds suspiciously like No Win) one day decided to make most of the circulating bank notes
invalid. That move destroyed 75% of the country’s money supply. Our guide’s father lost all his savings and had a heart
attack as a result. Today, few trust the banking system. Yet, before 1940, Burma was Asia’s largest exporter of rice and its
ports dwarfed those of Singapore and Hong Kong. The past really is a different country as far as Burma is concerned.
But, as the rise in Yoma’s shares suggest, there is now hope that the black comedy might be about to end.
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A quick run through some numbers
gives a flavor of what is on offer and
why Burma promises so much.
1.It produces 90% of the world’s rubies.
2.It produces 80% of the world’s teak.
3.20m acres of rice paddy fields and
now exports 700,000 tonnes.
4.A land mass that is twice the size of
Vietnam and borders: India,
Bangladesh, China, Laos, Thailand and
Cambodia. This represents an
addressable market of 2.4bn people.
5.Only 500,000 cars in the whole
country. It costs $40,000 to buy a 30
year old car.

The median age in Burma is 27. These scenes were shot by
us at a rally last week for Aung San Suu Kyi in Mandalay.
Between 50,000 to a 100,000 were said to have attended.

6.Burma is a cash based economy with
no financial gearing. There is no formal
exchange rate.
7.None of the world’s big brands are
much in presence. There is no
McDonalds, no Starbucks, little internet
or mobile phone penetration outside of
Yangon and Mandalay.
8.Yangon (Rangoon) has a population
of 4m but only has 1,700 mid to high
end hotel rooms.
9.Last November $1.4bn in Jade was
sold at public auction. The country
produces almost all the world’s jewelry
quality jade.
Yoma, like Burma itself requires faith
and trust. The company’s main
business is property in a land where
there is little in the way of property law.

Aung San’s message of practicing restraint and following

In addition, many of its main assets

the law plays well in a country where most boys become have been bought directly from the
Buddhist novices. The monks beg for alms and do not eat

chairman Serge Pun. Yoma Bank,

after 12pm. Hundreds were killed by the army in the protests which is the second largest in the
country and would become a prized

of 2007.
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asset should the country embrace a democratically based market economy, is still part of Mr Pun’s private empire. Yoma
might be outside of our province of technology but the key drivers to the company’s valuation are familiar - hype. This
stock is a broker’s dream because every investor wants to believe that Burma can change. This is particularly true of
anyone who has visited the country.
Everything in Burma is affected by politics and politics in this country have a habit of being both arbitrary and bizarre.
Even the country’s ‘proper’ name, Myanmar is politically loaded. The name was picked by the military junta in 1989
following the massacre of pro democracy students. In the wake of this crime the generals thought it might be time for a bit
of brand management. Forgive us then for sticking with the old name, which we hope will be re-introduced should full
democracy ever be achieved.
In 2010, Aung San Suu Kyi, a kind of cross between Audrey Hepburn and Nelson Mandela, was released from a long
period of house arrest. This was followed by the release of 200 political prisoners, some of whom had been incarcerated
since 1989. The military permitted elections to take place in 2010 and in the following year an apparent moderate called
Thein Sein became president. One of his first acts was to pull the plug on a controversial hydroelectric project financed by
the Chinese. As we were reminded on numerous occasions, China is detested by most Burmese so Sein’s action, while
annoying the country’s chief supporter and trading partner, got the populist vote. Then came the clearest sign that Burma
might be poised to re-enter the community of nations. In November, last year Hilary Clinton visited the country. This was
the first state visit by an American in fifty years. She was photographed in a meeting with Aung San Suu Kyi. In another
important move that
points to closer
integration with the
outside world,
Burma has been
invited to chair
Asean in 2014.
Burma’s hesitant f
steps towards
freedom could not
have come at a
better time for
America

or

Burma’s Asean
neighbours. The
country’s strategic
position makes it
vitally important, as
do its resources.
With nations in the
region becoming
more troubled by
China’s hegemonic
aspirations, the fact that Burma may be keen to leave Beijing’s
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sphere of influence could be a god send. The problem is that we have been here before.
The key to Burma’s future is Aung San Suu Kyi. Her prestige and the heritage she represents, as both the daughter of
General Aung San, the founder of the modern Burmese nation, as a Buddhist and an adherent to the non violent
principles of Mahatma
Gandhi, means that she is the
only force capable of unifying
the country that has never
known peace since it gained
independence on 4 January
1948. Western and Japanese
sanctions would evaporate if
Suu Kyi were elected as
president, or if democratic
change was seen to be real.
Burma’s generals have been
fighting a 60 year long war
with some of the minority
tribes that inhabit the country.
Last year, a cease fire was
announced that was signed
by the Karen National Union,

Fishing for bargains on Lake Inle

the United Wa State Army
and the Shan State Army.
Only

the

Kochin

Independence Army refused to sign. However, when you visit Burma and talk to the locals you find that few give the
cease fire much credence. There have been cease fires before and skirmishes still take place.
We were lucky to have a front row seat last week when Suu Kyi travelled to Mandalay and addressed a huge, ecstatic
crowd during a rare rain storm. There was no security and later, when she had finished her speech she passed a matter
of feet in front of us as she entered the Mandalay Hill Resort Hotel where we were also staying. Watching and listening to
her (our guide translated) is to be haunted by the prospect that history has a unfortunate habit of repeating itself in
Burma. Her message about the need to show discipline, restraint and the need to respect the law bore an uncanny
resemblance to the last speech made by her father, General Aung San before he and his inner cabinet were gunned
down in July 1947.
This is not the first time that Burma has flirted with democracy. In 1988 General Ne Win unexpectedly announced that he
would step down as dictator and allow democratic elections. Those elections were a resounding victory for Suu Kyi but
the military refused to hand over and she began a long period of house arrest. Kleptomaniacs, who are guilty of crimes
against humanity are not known for giving up power. This time round the omens do look better but there are worrying
signs that real change will not be delivered. Suu Kyi was not allowed to take part in the presidential election of 2010.
Instead, she is standing for parliamentary elections that take place in April. However, as we found in Mandalay, the
generals are not completely supportive. Suu Kyi gave her rally in a patch of waste ground on the edge of the city because
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she was not given permission to speak anywhere else. Mandalay’s mayor had ordered bulldozers to level the ground for
her rally. For his pains the mayor was sacked. We were also told that the government had forbade the military in
Mandalay to leave their base on the Saturday that Suu Kyi visited and that government workers were not given the day off
in case any of them attended the rally. Suu Kyi’s support is so huge, the generals fear that the rank and file will support
her and not their regime. This hardly fills one with confidence that Suu Kyi is going to be able to achieve real change.
Support for her is never less than ecstatic. Her father was already a national hero when he was gunned down in his late
thirties, just before the independence that he had fought for was about to be gained. Through her own example during the
last twenty five years, she added to the Aung San aura through countless acts of bravery and sacrifice. Despite what the
generals have tried to insinuate there is no question that she puts the welfare of the Burmese people before else. There is
eloquent testimony to this in the poignant preface to a collection of her essays written by her late English husband, the
Oxford don, Michael Aris. For years the generals forbade Suu Kyi from seeing her own children. She was also forbidden
to collect the Nobel Peace prize she was awarded in 1990 and was not allowed to see Aris as he was dying of cancer. If
western investors believe that the regime that runs Burma can be swayed by opinion in the West they are mistaken.
Understandably, a great deal has been made of the fact that Suu Kyi has been permitted to stand in the upcoming
parliamentary elections. There is no question that she will win the vote but her party can only win a maximum of 35% of
the available seats. The rest will be controlled by those who support the generals. As a minority one wonders how much
of the reforms that Suu Kyi, the Burmese people and the West want will be enacted. The test will come when she and her
party push for changes that directly affect the generals. Unfortunately, the history of the last half century suggests that the
optimists will be proved wrong. The generals have too much to lose. In the meantime, Burma’s considerable reserves of
natural gas, which are being sold to both Thailand and China are likely to continue to be plundered by the military elite
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while the wider
population suffers. The
education system
barely exists, which is
why there is such a
strong tradition of
sending male children
to the Buddhists. The
monks, together with
example of Suu Kyi are
the lights that most
ordinary Burmese live
by. If anything terrible
happened to both you
tremble to think what
the consequences
might be.
Burma is a failed state
where the average
salary is around $150 a
month. The country is
twice the size of
Vietnam and half as big
again as Thailand. The
population density is 81
per Sq/Km, compared
to 257 per Sq/Km in
Communist Vietnam.
On top of the country’s
immense natural and
agricultural resources
are sights of utter
poverty that often go
cheek by jowl with
heart stopping beauty.
The gods have carpet
bombed the place with

breathtaking pagodas and Buddhist stupas. Nothing that a tourist has seen before can quite prepare for the sight of the
Swedagon pagodas in Rangoon or the plain of pagodas in Bagan. Everything you see and read tells you that Burma has
a great future. It is surrounded by role models, such as China, Thailand and India that suggest that this future could and
must happen. Yet, history shows that optimism has never paid. Let us hope that history will not, for once, be repeated.
The investment potential is considerable. True, the Thai mobile operator might be a safer way to play Burma.
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The 5th Column enables its clients to see through the deluge of daily data and stock specific
research. We seek to make un-obvious connections and to detect weak signals. The end
game is to give our clients a wide range of reference so that they may better spot money
making ideas when they appear from left of field. The 5th Column is interdisciplinary, because
over 25 years of stock research we have come to realize that the best ideas often fall between
traditional sector silos. Wherever possible we will identify the stocks that fit with our global
ideas.
The 5th Column’s model depends upon exclusivity. There is no point in having good information or insight if it is then
broadcast across the whole market. We would rather have a tight knit number of clients and for that reason we charge a
comparatively high price. Therefore, it is in the interests of everyone who subscribes to the 5th Column to protect my
copyright by not forwarding the research to non subscribers. Anyone found doing so will forfeit their subscription and will
not receive any further copies of the research.
5thcolumnideas
Keith Woolcock
+44 7960 098 113
keith@5thcolumnideas.com
22 Brook Mews North
London W2 3BW
www.5thcolumnideas.com
Important Disclosures

This document is issued by 5thcolumnideas, a division of Cyke Global Limited . This document is being supplied to you solely for your
information and may not be reproduced, redistributed or passed to any other person in whole or in part for any purpose without our
written consent. This document is or information purposes only and should not be regarded as an offer or solicitation for the
subscription, purchase or sale of any securities mentioned herein. Expressions of opinion are those of Cyke Global analysts and are
subject to change without notice. Cyke Global does not provide investment advice. Whilst we have taken all reasonable care to ensure
that the information contained in this document is not untrue or misleading at the time of publication, we cannot guarantee its accuracy
or completeness, and you should not act on it without first independently verifying its contents. No liability whatsoever is accepted for
any loss arising whether directly or indirectly as a result of the
recipient acting on such information or opinion or estimates. Cyke Global, its directors, officers and equity analysts may have or take
positions in the securities mentioned in this document. The stated price of any securities mentioned herein is not a representation that
any transaction can be effected at this price. Investing in securities may entail certain risks. The securities referred to are not suitable
for all investors and should not be relied upon in substitution for the exercise of independent judgment. This material is intended for the
use of intended recipients only and only for distribution to professional and institutional investors (i.e. persons who are authorised
persons or exempted persons within the meaning of the Financial Services and Markets Act 2000 of the United Kingdom, or persons
who have been categorised by Cyke Global as intermediate and/or professional customers under the rules of the FSA). The material
in this document is not intended for distribution or use outside the United Kingdom. This material is not directed at you if Cyke Global is
prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. Cyke Global and its analysts
are remunerated for providing independent investment research to financial institutions, corporations, regulators and governments.
Unlike some competitors, Cyke Global does not leverage other services off its research
services, eliminating any associated conflicts of interest, and enabling it to retain the highest levels of independence and professional
integrity.
© CYKE Global Limited 2010. All rights reserved.
CYKE Global Limited, trading as 5th Columnideas , is registered in England: Company No. 7271077.
Analysts’ Certification
The analysts involved in the production of this document hereby certify that the views expressed in this document accurately
reflect their personal views about the securities mentioned herein. The analysts point out that they may buy, sell or already
have taken positions in the securities, and related financial instruments, mentioned in this document.
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