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Street Festivals Are Big Business,
But Profits are Turning Thin

TIN MG Oo

ing the full moon fes-

tival of Thadinggyut,
neighborhoods  around
the country form night
markets with food stalls,
carnival rides and even
human-powered  ferris
wheels. In Yangon, these
have become a high-
stakes business for street
vendors, as well as a large
source of cash for town-
ship governments.

I n the week surround-

Behind the festive mood
of the event, the life and
struggle of people who
make a living selling food,
running carnival games
or building and powering
rides has gotten harder
in recent years as the cost
of materials, labour and
space has risen greatly.
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Businesses Hesitant In
Prelude to Elections

Tourism, investment, legislation expected to resume in late November

ZAYAR NYEIN

ncertainty regard-
ing the national
elections on No-

vember 8 has caused many
business decisions to be
put off until later in the
year, members of the busi-
ness community told My-
anmar Business Today.
Dr Myo Thet, vice-chair-
man of UMFCCI said,
“Everything depends on
the results of the elec-
tion. If the country goes
forward and forms a new
government  peacefully,
the country's economic
situation will be good.
Business leaders are hesi-
tant to invest now, but can
make informed decisions
at that time. We can’t pre-
dict the country's situa-
tion even a few weeks into
the future, as so many
things depend on the re-
sults of the election.”
Many issues facing the
country will have to be re-
solved after the elections.
According to U Than
Soe, an economist and
political candidate, “My-
anmar's economy cannot
be separated from the

country's political situa-
tion. A lack of rules and
regulations in business
and the extremely high
land prices are barriers to
investment. The country's
economy largely depends
on how much we can im-
prove these weaknesses.”

US engagement with
Myanmar will be heavily
influenced by the next few
weeks. Assistant Secre-
tary of State Daniel Rus-
sel was reported last week
by Reuters as saying, "It
is critically important
that all parties accept the
results of the polling. Our
ability to assist the new
Burmese government, let
alone to look at relaxation
of sanctions... will depend
on our assessment of the
integrity of the overall
process. The conduct and
results of these elections
will fundamentally shape
our engagement with the
Burmese government in
2016 and beyond."
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Business News 1n Brief

Myanmar imports palm oil to meet cooking de-
mand

Myanmar imported 400,000 tons of palm oil annual-
ly to fill demand of edible oil as an alternative, an official
report said on Sunday. The most common domestically
produced cooking oil is produced from peanuts and to-
tals 500,000 tons per year, while edible oil consump-
tion now exceeds 900,000 tons, the Edible Oil Dealers'
Association was quoted by Xinhua News Agency as say-
ing. The association attributed the low edible oil pro-
duction to a low number of peanut oil mills in operation
nationwide. Since 2011, Myanmar has granted private
companies licenses to import palm oil from Malaysia
and Indonesia in a bid to meet the demand.

Ooredoo Myanmar to receive IFC loan

Qatari telecom provider will receive a $150 million
loan from the International Finance Corporation (IFC),
the investment arm of the World Bank, to expand its
network infrastructure, the Gulf Times reported. Oore-
doo currently operates 2,800 towers, and the company
claims that its network can cover 85 percent of popu-
lated areas.

Myanmar to receive attention from satellite
providers

Pending reconfirmation of a new broadcasting law
and further commitments to the development of My-
anmar’s infrastructure, the global satellite industry will
hold a Myanmar Satellite Forum for the second year.
With broadband offering an opportunity to make rapid
advances in social and economic development, Myan-
mar could develop as one of Asia’s fastest-growing mar-
kets. The Satellite Forum runs as part of Communicast
Myanmar 2015, held at the Myanmar Event Park in
Yangon on November 17 to 19.

India to prioritize commercial ties over secu-
rity in border area

In a strategic shift, the government of India will prior-
itize commercial links over security concerns in the bor-
der areas in India’s northeast, unnamed government
officials told the Indian newspaper The Assam Tribune.
The officials said that previously they had emphasized
only safety in the region, which has been torn by insur-
gencies. The Indian government is working towards the
development of a highway from India to Thailand as
part of their government’s Look East policy.

Telecom tower boom is not over yet- report
The telecom tower market in Myanmar is projected
to witness fastest compound annual growth rate of over
28% between 2015-2020, according to a report titled,
“Telecom Tower Market Forecast & Opportunities,
2020 — Indonesia, Malaysia, Cambodia and Myanmar.”

Indonesia remains the largest market in Southeast
Asia. Factors driving growth in Myanmar will include
growing smartphone penetration, declining tariffs and
the anticipated entry of a fourth telecom operator in the
market.

Caterpillar denies jade connection

Construction equipment manufacturer has stated
that they appropriately screened mining companies in
Myanmar before doing business,The Irrawaddy maga-
zine reported. This comes in the face of allegations
that the company has been connected to sanctioned
jade mining companies. The report by watchdog group
Global Witness claimed that Caterpillar’s, “local dealer-
ship is linked to a group of companies which appears to
be controlled by US-sanctioned narcotics kingpin Wei
Hsueh Kang.”

AYA Bank gets IT upgrade

Myanmar’s Ayeyardwady Bank (AYA Bank) has con-
tracted systems integrator NEX4 ICT Solutions to
overhaul the financial service provider's IT infrastruc-
ture. From banking, trading to payment services, AYA
Bank’s employees across the country create and man-
age high amounts of data ranging from customer infor-
mation, financial records and more daily. With increas-
ing growth in business, AYA Bank needed the ability to
provision the necessary support to manage the rising
data volumes at a cost-effective and efficient manner.
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Geothermal Energy in Myanmar: Securing
Electricity for Eastern Border Development

DAVID DUBYNE &
HISHAMUDDIN KOH

s the world has
seen over the last
15 years, solar pan-

els and wind turbines for
grid scale power have lim-
its due to the lack of con-
tinuous wind or sunlight.
These renewable energy
sources are great for de-
veloped economies with
24/7 electricity availabil-
ity as an-add in electrical
source, but what about
Myanmar, which is only
just beginning to modern-
ize an insufficient power
grid from 1960s infra-
structure?

Coal has a place in My-
anmar’s future thermal
power generation plans,
but where delivery by rail
to remote destinations
which is economically im-
practical, for example in
the remote eastern border
with Thailand, electricity
for rural economic growth
needs to be re-thought.

Additionally, add in right
of way disputes along eve-
ry meter from point A to
point B through rural areas
for power projects. Villag-
ers are well aware of their
rights for land compen-
sation and have severely
inflated land prices, in
which farmers are asking
as much as $50,000 per
acre to place line towers
above dirt track accessible
farmland.

Coal field/thermal pow-
er plant development in
Kalawa, Lashio, Tigyit
and Eastern Shan areas
will connect major dry
zone population centers
and newly established
industrial zones along
the Irrawaddy River with
500kV Double Circuit
lines. However remote
eastern areas sharing a
border with Thailand will
need years until steady
electricity by way of grid
expansion reaches towns,
villages and factories.

Geothermal power pro-
duction in Eastern Myan-
mar will localize electrical
production,  shortening
delivery distances reach-
ing the end user, with
secondary  agricultural
processing uses speed-
ing rural development.
Villages will experience
socio-economic improve-

ment of rural productiv-
ity and income as well as
enhancement of farmers’
skills and capabilities in
adopting new technolo-
gies and managing bio-
resources.

Building Blocks

Rural and Livelihood
Development is a key
building block in the Cen-
tral Government’s na-
tional development plan,
which plans to position
the country’s agriculture
industry as the food bas-
ket of Asia within two
decades. These ambitious
plans will require tenac-
ity and a steady flow of
investments to upgrade
machinery, seed stock,
fertilizer input, crop han-
dling & storage methods,
refrigeration, secondary
processing & dehydrat-
ing.

The bio-village concep-
tualized by Hishamuddin
Koh envisions active par-
ticipation by farmers in
villages with low income
and productivity. They
can be brought out of pov-
erty if villages have sig-
nificant acreages of land
under crop or animal pro-
duction for food or biofu-
els and access to reliable
electricity even at mini-
mal levels for processing
bulk products higher up
the value chain.

The proposed project
must be cost-effective and
capable of promoting self-
reliance among the farm-
ing community in the pi-
lot village or subsequent
close proximity villages.
There must be a need for
agronomic and technical
inputs to enhance greater
productivity with a model
having a multiplier effect
for subsequent similar
development in other vil-
lages. Technical (includ-
ing training) is also a
key component of self-
reliability training to get
villages away from con-
tinually needing financial
support due to poverty.

Current  development
plans or bio village con-
cepts are meaningless
unless there is a reliable
power supply. So the next
question to be raised is:
How will geothermal
power stations and rural
livelihood development

The Ministry of Electric Power has introduced plans to greatly increase hydroelec-
tric and geothermal power generation.

integrate and co-benefit
each other?

Hot Water

2015 Photius.com elec-
tricity consumption per
capita rankings put My-
anmar at 109.3 kW and
USA at 12,185 kW. Myan-
mar consumption is low,
not because citizens do
not want to use electric-
ity, but because it’s simply
not available.

With roads leading to
the newly constructed
geothermal power plants,
agriculture transporters
can bring necessities to
boost agricultural output
and transport processed
crops to market. In re-
ality, if you can’t move
people or crops you sure
can’'t move income and
the economy stagnates.
Geothermal Power will
provide upgraded trans-
portation routes, steady
electricity along with ru-
ral & tourism develop-
ment.

There are at least 39 lo-
cations already marked
by the Myanmar Engi-
neering Society capable
of geothermal power pro-
duction and some of these
hydrothermal reservoirs
lie quite close to Yangon
which is a significant un-
derutilized resource. Pre-
liminary investigations
had been made on 43
locations in 1986 by My-
anma Oil and Gas Enter-
prise (MOGE). Addition-
ally in 1990 UNOCAL in
cooperation with (MOGE)
conducted analysis of ge-
othermal data from sam-
pling of 15 hot spring sur-

face discharges of 57°C or
higher.

Surface exploration re-
vealed a total of 93 ther-
mal springs identified in
Kachin State, Shan State,
Kayah State, the southern
part of Rakhine State in
Kyaukphyu, central My-
anmar, Shwebo-Monywa
area and especially in
Mon State and Tanintha-
yi Division. Drilling and
testing of confirmation
wells is the next step.

The Strong Dollar

Hot spring systems with
surface temperatures
near or greater than 50°C
have potential for Binary
Cycle Power Plant Gen-
eration, with an estimated
break even power cost of
5.3-8.6 U.S cents/kWh or
in Myanmar Kyat 53-86K
per kWh. This pegs a non-
fluctuating  1$=1000K,
which is a main concern
for power project funding.

Between June 2012 and
October 2015, the Myan-
mar Kyat depreciated by
approximately 35%, from
850 down to 1300 against
the US Dollar. Local busi-
nesses with foreign de-
nominated loans from
abroad suddenly found
themselves rushing for a
strategy to mitigate cur-
rency risks. Myanmar’s
current lack of available
currency hedging solu-
tions presents a real chal-
lenge for these firms.

With the IMF forecast-
ing Myanmar’s economic
growth at 8.25% in 2016,
demand for credit is in-
creasing, yet, the bulk of
SME’s remained credit

deprived. Myanmar’s
forwar- thinking Union
Government wanting to
stimulate economic de-
velopment by address-
ing this problem, issued
a new draft of the Public
Debt Management Law
aimed at restating and
clarifying some of the ex-
isting rules with respect
to Government loans,
bonds, borrowing & guar-
antees.

States and regions may
obtain foreign financ-
ing, but only with union
government approval.
In the same law, foreign
banks will be able to is-
sue loans to State Owned
Enterprises (SOE’s) and
there are nine clauses de-
scribing when the Union
Government can obtain
foreign financing.

The main drawback
with  these proposed
changes is that along with
depreciation  pressures,
in the current FX deriva-
tives market there are
no currency forwards for
long term foreign denom-
inated loans on the Kyat
leaving only the option of
Political Risk Insurance
to cover currency losses,
if at all.

Currency volatility is
clearly a risk. Hedging
solutions backed by a
basket of currencies to
mitigate risk and offset
losses not effectively cov-
ered by commercial mar-
kets, should be included
in Myanmar’s central risk
mitigation strategy by di-
versifying exposure over
a number of currencies
worldwide.

19MOd 011198[F Jo AnSIuIN

In USD terms, un-
hedged loans using a
basket of emerging mar-
ket currencies and major
trading partner’s curren-
cies will minimize the
impact of an un-hedged
position when spread
through USD, THB, &
SGD for example. This
will allow the borrower at
disbursement to receive
funding denominated in
local currency and is a lo-
cal currency loan liability.
All cash flow movements
are actually still done in
USD offshore.

This will minimize cur-
rency risk from Myanmar
borrowers and reduce
non-performing loans to
under 1% for foreign firms
able to fund and finance
machinery and services.
This must be a core part
of any discussion involv-
ing machinery loans for
infrastructure build outs
countrywide, especially
on longer term projects
such as geothermal ener-
gy, ports and water treat-
ment.
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Side Effects May
Include Shrimp

An inclusive approach
bio-village based around
geothermal power will in-
crease rural productivity
and income alleviation,
environmental protection
and improvement, as well
as capacity building of
farmers’ skills and knowl-
edge through technology
transfer, management
and maximizing the use
of rural Bio-resources. Its
success will provide im-
petus and impact in de-
veloping other villages. It
also addresses the crucial
issues of energy and food
crisis at the village level.
The 3A’s (availability, ac-
cessibility and affordabil-
ity) are crucial to increas-
ing farmer’s income and
productivity.

Binary  Cycle
thermal Power
use more common
hot water resources
(200—300°F/100-148°C).
Hot water is passed
through a heat exchang-
er in conjunction with
a secondary (hence, bi-
nary plant) fluid with a
lower boiling point (usu-
ally isobutene or isopen-
tane). Secondary fluid
vaporizes, pushing the
turbines, which drive
the generators. Enclosed
secondary fluid is simply
recycled through a heat
exchanger.  Geothermal
fluid is condensed and
returned to the reservoir.
Binary plants use a self-
contained cycle, nothing
is emitted.

Exhaust water from
power plants can be used
in greenhouse applica-
tions, heating water to
speed the growth of fish/
shrimp, drying process
heat for dehydrating ag-
ricultural crops and pro-
cessing higher up the
value chain than a simple
bulk commodity. These
benefits would reduce
farmer’s production costs
and speed rural develop-
ment with other options
of “Zero Waste” utiliz-
ing all forms of biomass,
from crops waste to grass
and weeds and converting
these into energy sources.

Geo-
Plants

Keeping Up With
Demand

Direct heating applica-
tions can use much shal-
lower wells with lower
temperatures, so smaller
systems with lower cost
and risk are feasible. Res-
idential geothermal heat
pumps with a capacity of

Estimated leveled cost of new electric generating technologies in
2017, in 2010 dollars per megawatt hour.

10kW are routinely in-
stalled for around $1,000
per kW which is afford-
able for townships.

According to the Min-
istry of Electric Power
(MOEP), new capacity
must increase at 15% per
year to stay even with
forecast electrical con-
sumption country wide.
Also from MOEP’s figures,
total combined electrical
generation from hydro,
natural gas and coal was
3,495 MW in 2012, but
by 2030 the maximum
demand will increase to
18,900 MW.

This is a five fold in-
crease in 18 years so the
obvious questions are:

How will the required
electricity demand for
economic development be
produced?

Which sources and op-
tions are available for
sovereign, state or mu-
nicipality to fund and fi-
nance projects with for-
ward hedging strategies
against Kyat devaluation
and repayment in foreign
currency?

Looking out to 2030
Geothermal is not men-
tioned in MOEP’s in-
stalled capacity forecast
increases. The question is

why not?
Experts estimate older
equipment and infra-

structure throughout My-
anmar currently result in
about 40% of generated
power not reaching its ul-
timate destination due to
both technical and non-
technical losses. This is
the exact reason localized
power systems are needed
for regional areas which
will install fully functional
smaller kV transmission
lines.

Build out and ROI cal-
culating levelized cost of
electricity are incredibly
important in Myanmar’s
emerging economy. Lev-
elized cost of electricity
(LCOE) is a measure of
a power source which at-

tempts to compare differ-
ent methods of electricity
generation on a compara-
ble basis. It is an econom-
ic assessment of the aver-
age total cost to build and
operate a power-generat-
ing asset over its lifetime,
divided by the total power
output of the asset over
that lifetime. LCOE is the
cost at which electricity
must be generated in or-
der to break-even over the
lifetime of the project.
The Energy Informa-
tion Administration (EIA)
2017 levelized costs put
Geothermal at $100/
MW hour, equivalent to

uonensiuiwpy uonewlou| ABisug

combined Cycle Thermal
Coal with Carbon Cap-
ture Storage. LCOE is for
power generation only; it
does not take into consid-
eration rail lines for deliv-
ery of coal or associated
MRO costs and periphery
inputs in the fuel/coal
delivery system. Geother-
mal has significant advan-
tages in that it does not
require delivery of fuel.

There are two avail-
able geothermal power
solutions for Myanmar’s
power dilemma in rural
communities: Binary Cy-
cle Power Plants of 50-
100MW and Small-Scale
Geothermal Power Plants
under IMW. This means
area specific needs can be
addressed and programs
designed to fit bio-village
requirements in a variety
of circumstances allow-
ing rural development to
take place. It's the best
of two worlds, clean non-
polluting power and con-
stant electricity supply
which will preserve the
landscape for tourism and
boost farming community
incomes.

This is what Myanmar
needs to insure it stays
“a jewel of nature” in our

modern world, protected
environment but at the
same time provides op-
portunities and potential
for accelerated economic
growth, by addressing the
crucial issues of energy
and food crisis at the vil-
lage level for localized ru-
ral development.

David DuByne is the
Myanmar contact for
U.S. Exim Advisors, a Di-
rect Lender for the U.S.
EX-IM Bank with Pri-
vate Market for Medium
Term Loans and Trade
Credit Insurance. He can
be reached at ddubyne@
useximadvisors.com

Hishamuddin Koh has
over 25 years of experi-
ence in agriculture & ru-
ral development and is
Executive Chairman of
Hisham Koh and Associ-
ates and the Myanmar
Plantation Management
& Advisory Co (MPMAC)
along with Myanmar
Food Technology. He can
be reached at kohisham@
gmail.com. Views and
opinions expressed in this
article are the author’s
own and don't reflect My-
anmar Business Today'’s
editorial opinion.
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