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BACKGROUND

The South East Asian region has emerged as a major manufacturing destination, with an existing
ecosystem that supports sourcing, manufacturing and shipping of fidigle®ds from these markets.
Within this region, the CLMV (Cambodia, Lao PDR, Myanmar, and Vietoamtyies have begun
attracting greater attention of the global economic community, given their huge potential for future
development

In addition to the geogaphical advantage of being located near fgetwing economies like China,
CLMV countries have the advantage of having access to a wide market through economic partnership
agreements with various countries including China. Some of the countries arenalse process of
negotiating key partnership agreements with other major markets, most significantly the negotiations of
Vietnam to be a part of the Trafzacific Partnership Agreement.

2 KAES 2LIRNIdzyAGASa | NB | L} Sy @hesE countfiesihavy, th@syfair, NB LINS
been limited. Information regarding opportunities in CLMV countries is unreliable and inadequate as is

the infrastructure framework in these countries. Further, the overall operating environment for business

inthe regionig/ 2 G @SNE O2yRdzOAPSs: $gAGK GKSaS O2dzyiNASa NI
Index. All these have limited the scope of engagement by Indian firms with CLMV countries. This is also

the case for the Indian financial services sector, which hasyalimited footprint in the region.

It is also critical to note that a large number of companies from China, Japan, South Korea and the
United Kingdom already have, or are planning to establish operations in the region, themptiag

Indian businesdorays. These countries have been able to capitalize on the bilateral pacts and
investment strategies with CLMV countries to build core infrastructure, special economic zones, ports
and industrial corridors to benefit their own industrial community for iness expansion, and maintain

cost competitive supply chains, besides integrating with global production networks.

Ly 2NRSNJ G2 a0SL) dzLJ LYRAIQa O2YYSNODAFf Sy3al3asSySyi
assigned the mandate to Expdrhport Bark of India (Exim Bank) for undertaking a study to assess the
feasibility of establishing an institutional mechanism for encouraging investments by Indian
manufacturing and infrastructure development companies in CLMV countries through a Project
Developmentand Facilitation Framework (PDFF).

A privately heldProject Development Company (PDC) has been thought through as forming the anchor

of the PDFF, helpim@@ G t 284S LYRALF Q& 02 YYSNIOOALMM reglory Bet againstl G S 3 A «
this backdrop, his study makes an attempt to analyse the macroeconomic scenario and the
opportunities that exist in CLMV countries, identify feasible industrial areas for Indian investments and

draw the broad contours of an institutional mechanism to tap these opporiesit

This mechanism would serve as a major step towards the overall Look East and Act East policy of the
D2GZSNYYSyid 2F LYyRALF a A& SELISOGSR (2 LINRBY2:GS LYF
region. Simultaneously, it would catalysevatie capital to help ameliorate developmental challenges in

JTat O2dzyiNASAT yR Ay R2Ay3 423 62dd R | ROIyOS Ly
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EXECUTIVE SUMMARY

INTRODUCTION
/' FYO2RAFS [F2 tS2L)SQa 5SY2O0NF GAO wSLuebfornGheo [ | 2 t
FONRYyeRYYZIZ W [azxzQX INB Fy AydSaNIf LINI 2F GKS | &:

covering 32 percent oits geographical area, and accounting for around 10.5 percenitsogross
domestic product in 2013.

Besideghe ASAN market, which is likely to integrate in the formasf ASEAN Economic Community,
business association with the CLMV countries also gains prominence for India, as the HSEAN
economic partnership agreements with other Asian giants like China, JapaBoaidl Korea. Further,
Vietnam along with The United States and 10 other countries [Australia, Brunei, Canada, Chile, Japan,
Malaysia, Mexico, New Zealand, Peru, and Singapore] are working to craft a Free Trade Agreement,
called the Trans Pacific Partneish(TPP) Agreement that is likely to open up additional business
opportunities with North America, and Australian markets. CLMV countries have also been proactively
pursuing FTA with the European Union. All these factors make CLMV countries that oficirdezgst

to India, as it allowgreferential market access to other countries through investments into CLMV, in
addition to reaping the potential of bilateral economic-gperation with these countries.

These countries have been undergoing economiadition from Central Planning to that of Market
Economy, from inward looking to outwarntdiented economic development strategies and policies. The
CLMV economies, which are considered among the fastest growing economies in the region, are
primarily agraria, and have enjoyed certain degree of macroeconomic stability in recent years, with
vast potential for future development.

Opportunities that could be explored, besides trade potential include: investments in potential sectors,
through joint ventures withlocal or foreign partners or wholly owned subsidiaries; infrastructure
creation which increases the connectivity with India that facilitates trade and investment, like ports,
maritime routes, roads, warehouses, exclusive economic zones, industrial dugietdors, etc.; and
creation of institutional capability and development facilities in the region.

These economies are endowed with abundant natural resources ansivémed labour forces. Among

the CLMV countries, Vietnam has the largest volume ofetrddllowed by Myanmar and Cambodia,

while Lao PDR has a relatively small volume of external trade. Trade openness, as measured by
trade/GDP ratio is very high for Cambodia and Vietnam (over 100 percent); moderate for Lao PDR, while
Myanmar is relativelyelss open. Trade deficit in the CLMV countries amounted to US$ 18.2 billion in
2013. Under the ASEAN Free Trade Area (AFTA) agreement, the CLMV countries are to eliminate duties
on all the products within the FTA framework by 2015.

In 2013, foreign directnvestment (FDI) inflows into the CLMV region amounted to US$ 13.2 billion,
which was 10.5 percent of the total inflows in the ASEAN region. In the recent years, the CLMV region
has benefited from increased FDI inflows, primarily to the infrastructure sedio particular, in
Myanmar, the suspension of Western sanctions has seen increased inflows of investment, particularly
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from China, South Korea and Thailand. The region, which is characterized with infrastructural
bottlenecks thus provides an investmembgnd for foreign investors.

TRADE & INVESTMENT BETWEEN INDIA AND THE CLMV

¢tKS |R2LIGAZ2Y 2F a[221 9lad t2ftAadeé o0& LYRALF Ay |
extensive economic and strategic relations with the ASEAN nations (including ©GUNtkes). Since

then India has progressed from a dialogue partner to the present status of a strategic partner in the
ASEAN bloc. The economic and trade linkages which saw an expansion of trade volume stand testimony

to the intensified economic engagemat 5 dzNAy 3 GKS fFad GSy @SIFENRI LyF
countries has grown from US$ 1.1 billion in 2004 to US$ 11.2 billion in 2013, more tharfaddten
AYONBIF&aSd® ¢NIRS o6lfttry0OS A& AYy LYRAIFIQa TRMRIINE o4 A
Among the CLMV countries, Indiacha trade deficit with Myanmar, owing to increased imports of

Lzt 8S&8 FyR F2NB&aG LINPRdzOGA FNRY GKS ylLraAaAz2yo Ly
also flipped to a deficit, stemming from increasidports of copper ores and concentrates from the

nation.

LYRAIFIQa SELRZNIA (G2 GKS /[ax O2dzyiNASE O2YLINR &S LI
20KSNJ GKFY NIAtgleT LXFAadAoa FyR | NIAOf &sifroi KSNBE2 ¥
the region include rubber and articles, wood and articles of wood, ores, slag and ash, mineral fuels, oils

and distillation products, and coffee, tea and spices.

LYRAIFIQa | LIWINRBYSR RANBOG Ay@SadySyida myheewyild @Sy
countries amounted to US$ 40.9 million during 2a13 with the bulk of the flows directed to Vietham

(54.9 percent of the total flows to the CLMV region).

OPPORTUNITIES IN THE CLMV REGION FOR INDIA

Cambodia

/'L YO2RALF Q& NBI f esbndated ad™2Ppeércert in 19014, 8s campared td percent in

HAMo® ¢CKS ASNBAOSaAa a4SO02N) R2YAyYylLGSa GKS SO2y2vye:z
2013, followed by agriculture (35.6 percent of GDP) and industry (24.3 percent of GDP).

Invegment Opportunities

With close to 60 percent of the Cambodian population being engaged in agriculture, this has been the
primary industry of the country. Rice is the principal food crop, while rubber is the principal commercial
crop. Cassava, wood, papand publishing are some other important industries. Many international aid
organizations are supporting farmers through crop diversification programs to cultivate other €iogps.
food, beverage, and tobacco subsector continues to grow, but its relatiyriance has been
diminishing with the rise of garments, textiles, and footwear.

/' P YO2RAFIQa AYRAZAGNAIFIE aSO02N) KFd LISNF2NX¥SR NBYI NJ
market economy. Cambodia has become an attractive production site dite v wages, preferential
tariffs, and quotafree access to the major markets. Sectors thatild be considered for investment
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include manufacture of bicycle, twwheelers, industrial clothing, textiles, garments, and footw&dre
burgeoning demand foinfrastructure development opens up ample opportunities for engineering,
procurement and construction (EPC) companies, iron and steel manufacturers, and cement
manufacturers.

The mining sector is still largely underdevelopadd most mining companies actvin Cambodia are
smaltscale quarries producing materials for construction, such as laterite, marble, granite, limestone,
gravel and sand.

Infrastructure Opportunities

The urban landscape, particularly in Phnom Penh, has changed vastly with strong déwnand
construction of buildings and infrastructure. A study by JICA in the year 2010 assessed the infrastructure
needs for the period 2032020 based on the calculations by several donors, and estimated that
Cambodia needs US$ 13.36 bn of investment in $tfuature or US$1.2 bn per year over the
assessment period.

Robust tourist arrival into Cambodmeas beerdriving the demand for infrastructure in the countijhe
government is keen to develop the tourism sector, with an ambitious target of 6 milliomgforgsitors
by 2020 This is likely tboost the demand for transport infrastructurgoing forward

Weak existing infrastructure also provides many opportunities for growth, particularly in road and rail
construction. Moreover, the country has one oktlowest construction costs in the region, along with
high returns on investment for successful projects.

The current power generation capacity of Cambodia is ~1,500 MW. There exists a power shortage
currently with the government importing ~440 MW powen &ddress the shortage, the government

has initiated ~18 energy projects, and countries like China, Malaysia and Vietnam are participating in
many of these projects. Indmouldalso explore opportunities available in such energy projects.

The Cambodian @&vernment has also proposed rail projects to improve connectivity and reduce the
freight transportation cost. Indiaould focus on the select rail routes to drive trade and investments in
the region; some of the rail routes identified are: the 48 km SisophPoipet rail link, 105 km Serei
Saophoarg Siem Reap rail link, and the proposed 239 km Siem R&&pn rail link. Other opportunities
available in railways are at the proposed 255 km Bat Daghgch Nich (Vietnam border), and the
proposed 273 km Smbg Strung Treng (Laos Border).

Investment Zones

In Cambodia, Special Economic Zone (SEZ) refers to the special area for the development of the
economic sectors which brisgogether all industrial and other related activities, and may include
General Indstrial Zones and/or Export Processing Zones. Each SEZ has a production area which may
have a Free Trade Area, Service Area, Residential Area and Tourist Area.

Currently there are 11 SEgZ®$ragon King SEZ, Goldfame Pak Shun SEZ, Kampot SEZ, Manhattan (Sva
wWSAY30 {9%F bSlIy3a Y21 Y2K Y2y3a {9%S tKyz2Y tSyK
Sihanoukville SEZ 1, Sihanoukville SEZ 2, and Tai Seng Bavet SEZ.
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The identified SEZ areas with potential engagement by India are: the Sihanoukville Port SEZ
Sihanoukville SEZ 1, Sihanoukville SEZ 2, and Phnom Penh SEZ.

Economic Corridors

Development of the Poi Pet Bawet economic corridor would lead to much requiredgradation of
connectivity between the financial hubs of Cambodia i.e. Phnom Penh, angbihiem hub of Siem

Reap. The corridor shall provide a quicker mode for transportation of Cambodian products to South Asia
(including India), the Middle East, and the Europe, through the Dawei port, bypassing the congested
Straits of Malacca. The growtlobdes proposed for the region includes Poi Pet (focussing on developing
an industrial zone for sectors such as agro processing, food processing, garments and textiles),
Kampaung Cham (focussing on development of a greenfield industrial zone for rubbesgingg agro
processing, food processing, garments and textile industries); and Siem Reap (tourism hub, having a
focus on development of an integrated tourist destination having multiple attractions for tourists, such
as development of amusement park).

LaoPDR

Lao PDR is a landlocked country located in the center of Southeast Asia. Driven by the mineral exports,
Ay@SaitaySyia Ay KERNBLRGSNE FyR NRaAy3a St SOGNROAIG:
steady pace. In 2013, the economic growth of @e2cent was supported by the expansionary fiscal and

monetary policies. Lao PDR is among the poorest countries in the region, and along with its neighbors

/' YO2RALF FTYR a@&lyYFINE A& Y2y3d (GKS O2dzyiNARSa 2y (|
The country is ranked 133 of 182 countries on the UNDP Human Development Index.

Investment Opportunities

The agriculture sector is the engine of the economy, contributing over 50 percent of the GDP and
employing over 80 percent of the workforc&ignificah potential for investmentsexists in rubber
plantation and processingpecificallyin agro processing in the Savannakhet Province, which is located
near the port andswell connected with Thailand.

Lao PDR is recognized as one of the most resourceaigtiries in the South East Asicdhe countryhas
significant potential for the discovery of new ore deposits and their successful development of a
medium to large scale mining industry. The key materials mined include coal, metals (copper, gold, zinc
etc.) and industrial minerals (cement and potash). The geological potential to develop mineral resources
in Laos is also good for gold, silver, copper, iron and bauxite.

| @RNRBLER2SSNE GKAOK KlFa KdzZ3S LRGSYGAlFf Ag¢xchhig2 a3 KI
earner. The total hydro power potential éstimated at23 GW, of which tapped potential is only 6.3 GW
FONR&a oy LINRP2SOGad ¢KS LI2gSN) aSOG2NE +a 2yS 27
remarkable rate over the last severdd® RSa® LGa LIAG20Ff NBtS Ay Syl of .
and socioeconomic advancement over the decades is abundantly evident. Hydropower development in

the country is driven by demand for energy from neighboring countries such as ThailandetmahVi
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Since 2006, the country has seen an influx of private investors and developers in its hydropower sector,
mainly from China and Thailand.

Infrastructure Opportunities

Lao PDR can become a country with surplus power in all seasons owing to humedonigobyrer
potential. However, the country is heavily reliant on hydropower from-otithe-river projects. This has
resulted in the country exporting energy during high river flow seasons, and importing energy during
low flow seasons. It may be noted thdtie to absence of efficient trading mechanism, the country is
exporting power at low cost as compared to its import cost. From atemng planning perspective, Lao
PDR require a combination of stable power sources through dams and thermal (coal, gal die
powered) power plants. It is therefore recommended that Indian involvement may be planned to
improve the power generation mix of Laos from a ldegn perspective.

Possibility to build aransmission line from Luangnamtha to the National Power GritMypdnmar is
recommended.From a strategic regional perspective, Lao RDRd6 S O2yySOGSR (2 a&@
national grid network through this transmission line. This shall open opportunities for Indian
investments in the power sector with a view to transferwa from Laos to the North East Region of

India, through Myanmar.

The healthcare sector in Laos is not well developed and people travel to neighbouring Thailand for
treatment. The @vernment offers financial incentivefor setting up of hospitals and mailg
investments in the hospital sectofFhe gvernment also offers better incentives in thealthcare sector

with greater tax holidays if the healthcare infrastructure is built farther from the capitakagpecially

in rural areas for rural healthcafacilities.

Besides, there exists opportunities in creating social infrastructure such in the fields of education, and
tourism. In education, investments in schools and technical and management colleges offer good
opportunities. Tourism sector has also &e witnessing improvement offering opportunities for
investments in budget resorts

Investment Zones

There are two different types of SEZs in LaoSpgcial Economic Zones (SEZs), which are spread across

larger areas, and b) Specific Economic Zones $§pRch are for specific purposes such as specific
Industrial Sectors or Export Processing Zofe&K. S NE | NB LINBaSyidte wmn {9%a Ay
various developers have already been signed. VITA (Hakclosest to the capital city of Vientiahe

established in 2003 as a joint venture partnership between Ministry of Industry and Commerce (30%)

and Taiwanese company, Nam Wei Development Company (70%). Presently, 35 companies, mostly from
Japan, China, Denmark, and Hong Kong, are engaged in thefao@ring of light industries.
Savannakhet is another potential area for investments on account of an earmarked of SEZ and a dry

port, and its proximity to Vietnam on the East, and Thailand on the West.

Economic Corridors

Xieng Kok Tan Trang EconomiCorridor and EastVest Corridors are potential ones that could be
developed in the near future. Xieng Kqkilan Trang Economic Corridor could open up north Laos for
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mineral exploration for Indian companies while reducing the transit time from Hanoi t@.Ifdie
influence area of the EasWest Corridor covers the Sepon mine in the Savannakhet Province hdsich
the largest mine in Laos with reserves of copper and gold, and the catchment afdanfoheun 2
which has the largestydropowerproject in Laos.

Myanmar

aelyYlINRa adGNI GS3A0 f 20! GinrBeyiseoppbriutitiésSandKirséntids for ¥ | a A
India to engage effectively in the region to advance trade, investment, and developmental goals. For
India, Myanmar is strategically important asstthe only ASEAN countwith which it shares border

Over the last few years, Myanmar has embark@dn major economic and political reforms to join the
international economy. Those reforms are now at crossroads, and the policymakers are looking at
devdoping strategy towards a meaningful contribution in the economy through trade and investments.

adl yYlINRa NBI f D5t 3INRBgOGK NIGS Aa SadAYFrGaSR Fid ¢
2013.

Investment Opportunities

Agriculture is a crucial driv@ ¥ a &l yYI NR&a So02y2yvYeéd | OO2NRAy3I G2 I
I 0O02dzyida F2NJ I NPdzy R tn LISNOSyd 27F G224t SyLX 2evys
According to FAO statistics, arable land in the country anmexditd 16.5 percent of totaland area of

Myanmar in 2012 (latest available data). Myanmar also has 10 times the per capita water endowment of

/| KAYlL YR LYRAIF® ¢KS O2dzyiNEQA (2LJ F 3ANROdzf G dzNI f
Ayeyarwady (Irrawaddy), Shittuang and Tahlyf NA @SNE>X | yR A& GKS OSYyiNB 2
(also called the Rice Bowl of Myanmar). The coastal region has high rainfall and is ideal for perennial
crops like coconuts, oil palm and rubber. Myanmar ranks first in the world productioesafre seed,

sugar crops and dry beans; second in the production of pigeon peas; and third in the production of
mustard seed. Myanmar also offers significant opportunities in vatlgeed timber products. Production

of rice bran oil from rice husk also oféehuge scope.

Myanmar holds great promise to become a manufacturing hub, because of low labour costs, its close
proximity to major markets, and the prevailing domestic market for various manufactured products.
While Myanmar has witnessed consistent ingean its manufacturing sector over the last decade, its
share in GDP is significantly lower than agriculture. In fact, the share of manufacturing in GDP in
Myanmar is the lowest among CLMV countries. Given the policy focus of the government, further
indudrial transformation is expected to happen, with a large possible shift of labour from the rural
agricultural sectors to urban industrialized sectors in the coming years. Investments in industries like 2
wheelers and dvheelers, cement, furniture, FMCG plcts, assembling and manufacturing of agri
machineries, cotton and silk offers good potential.

In the tertiary sector, telecommunication offers good opportunity. The Government has recently
awarded two new mobile telecommunications licenses to the intéomal mobile operators, namely
Ooredoo (Qatar based) and Telenor (Norway based),etcourage competition and increase
efficiencies, thereby increasing the access to affordable communications services to the people of
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Myanmar, and drive towards achievingiversal access through mobile communicationéth a current
subscriber base of 5.44 million, the mobile penetration in Myanmar is the lowest in the region with less
than 12 percent of the population having access to mobile services. This is expeatettipdy several

folds in the next 5 years. The experience of Indian mobile service prowdberdia, as well as in Africa,

in creating a strong, low tariff communicatioretwork, could be leveraged to penetrate this growing
market.

The increasing focusf the Government on healthcare has opened up new opportunities for foreign
Sy3lFr3asSySyilie ¢KS O2dzyiNBrU&a KSIfOIKOFINBE &ae&aasSy Aa
expenditure on the sector as a percentage of GDP being one of the lowest in the world.frapart

exploring possibility of having a 50 to 1B8d hospitals, basic clinical level intervention could also be
explored by Indian healthcare firms.

Infrastructure Opportunities

Kachin can be easily accessed from Manipur in India, and hence the devatopintieis provincecould

be considered. Further, the road between Myitkyina and Mandalay is being developed by China, thereby
linking the state to rest of Myanmaihe region is rich in precious and valuable natural resources such
as iron ore, coal, coppgegold, jade etclt has good agricultural produce such as rice, sugarcane, teak
etc.

Increasing real estate prices at Yangon have led to the local populace exploring options in suburban
regions thereby fuelling the township developments across Myanreapecially in nearby Bago
Division. Opportunities also exist in affordable housing and low cost housing development projects. With
increasing real estate prices owing to the rapid rise in land prices, the lower income groups, which form
the majority of the population, are exploring these new options. Indian property developers could
consider exploring these nascent markets.

Transport infrastructure is yet another sector where investments in the country could be explored.
Indian companies can look at deveiog dry ports at Shan and Bago regions to facilitate shipment of
cargo inland. On the other hand, while Myanmar is interested in high speed rail links connecting the
major urban nodes of Mandalay and Yangon, India could actively consider development of the
countrywide rail infrastructure for greater public benefit and rural inclusion. While this may not be
commercially attractive in the short term, it could potentially open multiple downstream opportunities.

Majority of the population in the country (~75%Jes without access to electricity. On the other hand,

most of the power generated is exported to China and Thailand in line with the respective power
agreements signed for investment into power projects. Hence, there exists a high demand for power in
Myanmar, offering opportunities for development of transmission lines and creation of a national grid
network. This will also help in addressing issues like rural electrification. Besides, Indian EPC companies
can explore opportunities in creating transmissiofrastructure based on EPC / BOT basis to take
advantage of the excess power that is created in Laos. The transmission lines can then be routed from
Laos to Myanmar and then to India.
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Myanmar has high hydropower potential of 40,000 MW spread acrosajdrmiver basins. By 2020, the
government plans to build 13 new hydropower plants with capacity of 2.5 GW. Nine additional projects
with a total capacity of 580 MW are expected to be developed by local companies. Indian playlers
identify potential Iccations and establishower plants with a total capacity of 500 MW.

Investment Zones

Some of the identified investment zones are, Kyauk Phyu, Thilawa, and Dawei. The Kyauk Phyu is well
endowed with a natural deep sea harbor, with abundant natural resoumsesil and gas, marine
resources, etc. Investment in Kyaukphyu SEZ would open up the western markets through the Bay of
Bengal. The SEZ Authorities amutingfor investments in fisheries, marine products, oil & gas, local
port, water supply (construain of dam & water treatment), power generation, etc. Located on the
outskirts of Yangon, it is the first SEZ to be built in Myanmar, and is likely to be fully commercially
operational by the end of 2015. Some of the benefits of investment in Thilawa sagrakimity to
consumer base (23km southeast from Yangon urban area, and easy access to Thilawa Port. The
investment in Dawei SEZ on the other hand will allow access to South ASEAN economic corridor till the
Pacific.

Economic Corridors

Theproposed corridrs in Myanmar, namely, SittweBago Economic Corridor, and IndidMyanmarg

Lao PDR Vietham Economic Corridor, apart from the industrial zones, in Thandwa and Thilawa, and the
Dawei Deep Sea Port and Industrial EstatEast Asia Corridogould be irstrumental in furthering
LYRAIQa aidNXGS3IAd AyGSNBaida | ONraa GKS '{9! b O2dzy

There are twin advantages aeveloping the Sittwe Bago Economic Corridor. Firstly, it acts as the
gateway to ASEAN, armbnnects the Kaladan Multimodal Transit Transport €bjto Yangon and

further via the Trilateral Highway project to Mae Sot in Thailand. Currently the Indian connectivity to
EastWest Economic Corridor (across ASEAN) is through the trilateral highway originating from the North

East Region of India. The pased corridoris likely tofacilitate direct access to the Eaatest corridor

from major Indian seaports of Chennai, Kolkata and Vishakhapatnam. Secondly, it will eséancard

coverage of Bay of Bengal, as ttwastline corridor is strategically importy & F2 NJ O2yaz2f ARL
presence in the South Asian geopolitical dynamics. Additionally, given the potential of discovery of oll

and gas at offshore blocks, access to the coast is crucial.

VIETNAM

Vietnam has a long sea coast line of 3,444 km, wisiem ideal condition for development of maritime
industries, manufacturing industries, trade and tourism. Vietham has a diverse geographical structure
together with hills, highlands, and coastal areas which are suitable for comprehensive economic zones.
2AGK |y S&GAYFGSR dn YAftA2ZYy LRLMzZ FGA2Y mdstt @Ay 3
populous country. The GDP growth witnessed in 2013 was 5.4 percent which is expected to having
touched 5.6 percent in 2014.

Page |14



of¥osw =
EXIM BANK

EXPORT.IMPOAT BANK 0F INDIA Project Development & Facilitation Framewo@pportunities in Trade & Investmefdr Indiain CLMV Countries

Vietnamis at the cusp of signing thEransPacific Partnership (TPP). The TPP is a trade initiative that
aims to create a free trade agreement in the transpacific region. It currently involves 12 active member
countries (Australia, Brunei Darussalam, Canada, Chile, Japan, Malaysia, Mewicaedland, Peru,
Singapore, the United States, and Vietnam) bordering the Pacific Ocean. It aims to lower tariffs, open
markets, and create a strategic partnership within the Asia Pacific. The current TPP participants
represent 11 percent of world populah and account for 39 percent of world GDP, making its potential
impact on the global economy significant, with further expansion possilhie TPP agreement also aims

at expanding trade in services which could help reduce the cost of activities sublppiag, banking,
education and healthcare. Given this, investments into Vietnam could offer Indian firms opportunities to
also tap the markets of TPP member countries.

The projected economic benefits to individual member countries would vary, driverelbiatks such as

scale economies, industry competitiveness, and level of economic developXfietmtam was estimated

G2 06S GKS fFNBSalGd O0SYSTAOAINE FNRBY ¢ttxX SaLISOAL T
competitive advantage is fading.

Investment Opportunities

Productivity in agriculture is very high in Vietnam, with three harvests in a year.-Stated
enterprises still play a large role in the production, processing and distribution of agricultural products,
in particular for rice, coB S NHz0 6 SNJ ' yR (iSIF® wAOS |yR O2FFSS | NI
pepper, starches, cassava, rubber and seafood. Vietham imports seafood (for procassexports),

cotton, corn, and bovine meat from India. Under the IRABEAN FT#&e Gowernment of Vietnam is in

the process of developing a Master Plan for restructuitaggriculture sector, with separate plan for

each sector falling underghiculture (including forestry anfisheries). Basic purpose of the Master Plan

is to improve valueaddition, expand public private partnership, and to adopt a value chain approach.
Presently, the Ministry of Agriculture and Rural Development (MARD) is developing a Decree to increase
FDI in agriculture sector. Furthermortihe government is also encouging development in socially
benefiting and value addition industries, green house, poly house, and cold storage. Agricultural
implements and farm equipment can be imported duty free. Contract farming can also be undertaken
for commodities like rice, sugeaine, coffee, pepper, and cashew. Investors can source inputs via
contract farming, nominate local company to process for further exports. The Government of Vietham is
also open to partnership in training and in establishing a joint research institution.

Rising costs throughout the Asian region and in China particularly, are driving the businesses to look
elsewhere for their sourcing partners. The state of manufacturing in Vietnam today closely parallels that
of China ten or more years agehen lowwage,low-tech, lowvalue added manufacturing acted as a
magnet for FDI into China. Since the accession of Vietham into the World Trade Organization, in 2007,
foreign investment into the country has exceeded such investment flows into Indonesia, the Philippines,
and Thailand combined. Sectors identified that are promising for Indian entrepreimelusle textiles

and garments, leather footwearauto-components, electronics, assembling and manufacturing of agri
machineries, tyres, food processing, industrial salt plastics, apart from packaging.
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In the tertiary sectoropportunities exist in the IT/ITeS, which is consideredaasinrise industry in
Vietnam. In the healthcare sector, with 76 percent of the population being insured in Vietham, the
country offers god opportunity for the sectorSeveral Government owned hospitals are looking for
funds in private and public collaboration. Japan, Cuba, Sweden have funded development of hospitals
through ODA fundingOpportunities to set up nursing school, enabling ssktll development and
training can be explored.

The tourism sector, also offers huge opportunity witking tourist arrivals, andncreasing number of
resorts coming up across the large coast line. Hue city and Tha Nang are big tourist destinations in
Vietnam. In Central Vietnam, Hanoi, Halong Bay and Danang, and Bin Thuan province in South hold
potential for such development©pportunities can be explored for setting up luxury resorts along the
coast line, budget hotels around urban areas, and revisick) hotels.

Infrastructure Opportunities

Vietnam is planning to modernize its transportation infrastructure by building thousands of kilometers
of new expressways to integrate the infrastructure. The government has set a target for construction of
2,000 kn of new highways by 2020. Indian companies can look at opportunities on BOT basis across
North ¢ South expressway (3,262 km long); Central region Western highlands expressway (264 km long);
and Northern expressways (324 km long)

The total installed capidty of the country was 7,000 MW (2012) and the power generation was 130
billion KWh (2012). In line with the increase in the GDP, the seventh national power development
master plan envisages an installed capacity of ~50,000 MW by 2020 and ~110,000 M\B0b¥y 6
entails capacity addition of at least 4,000 MW each year. The capacity additions would require capital
requirement of US$ 5 to 8 billion on an average per year with ~65% of the estimated investment for
power generation and remaining for power gridevelopment of localized grid to power rural areas is
also possible.

Other areas of infrastructure opportunities exist in the development of international schools in HCMC,
Ha Noi and Hoa Lac provinces. International Campus Universities in the fieldgioéezingand
management in Ha Noi and HCMC provinces calglobe explored.

Investment Zones

Vietnam has more than 25@vestment zones offering incentives to investors to develop them. Some of
the possible zones where India can engage are the Vietagapore Industrial Park (VSIP), Hoa Lac Hi
Tech Park (HHTP), Thua Thien Hue Prov@uang Binfand Phu Tho Province.

The VSIP is one of the earliest and most successful SEZs in which investments of more than US$ 20 bn
have been made. 740,000 people haleen employed in the SEZ including 8000 expats. Foreign
investment is in 2375 projects from 40 countries. Top 10 investors are from Korea, Hong Kong,
Singapore, Japan, Taiwan, British Virgin Islands, China, Malaysia, Canada and Belgium. VSIP offers
severd advantages such as-house customs services, ostp service centre, technical training
college, irhouse firefighting services, culture house, and residential township.
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HHTP is one of the three-teich parks in the country and is the first and thegkest hitech parks with an

area of 1586 ha. It is owned by the Ministry of Science and Technology, and is about 30 kms away from
Hanoi and focuses on four sectors: biotech, automotive, new materials and information technology. The
park comprises R&D zonesgftware park, htech industrial zone and education and training zone.

The Phu Bai Industrial Zone (PBIZ), in Hue was established in 1998 and has a land area of 400 ha. It is 15
kms from Hue City, 1 km from airport, 40 kms from Chan May deep sea pdttng from Da Nang City

and 40 kms from Thu Nan sea port. Phase | and Il have been completed with current occupancy rate of
97 %. Phase Il is currently being developed and has current occupancy rate of 10 %. Phase IV is being
proposed for Indian investmentCurrent priorities of the zone include textile,-tbch, IT, auto
components, noralcoholic beverages and clean technology.

Phu Tho Province has been designated as the hub for textiles by the government. It is strategically
located on the Hai PhoAganoiKunming economic corridor and is 50 km from Noi Bai International
Airport, 170 km far from Hai Phong seaport and 200 km from China. McLeod Russel and Kirloskar
Brothers have presence in the province. The province comprises seven industrial adtsrs
identified as having good potential include food processing, tourism and wood processing.

Economic Corridors

Thedevelopment of the Tay Trargai Phong corridocould be explored. This corridor enters Vietnam
through Tay Trang near the border with Laogves through towards Hanoi, and finally finishes at Hai
Phong. The two growth nodes in this corridor are Hanoi, Bhd Tho / Bac Minh Industrial Zone.
Development of industrial zones in these provinces would facilitate Indian investments in sectors like
garment and textiles, and leather and footwe@ue to the proximity to Hanoi, Hoa LacTFdch Park is
emerging as an attractive investment destination. The presence of Hanoi National University and high
early stage occupancy (>90%) of the Education Zainéloa Lac Hiech Park indicates that the
surrounding sufregionhas the potential talevelop as an educational hub of the country.

The other corridor in Vietnam that can be explored for development is the-\\Bast corridor which

enters Vietnam throughhe city of Quang Tri, moving through Hue and finally ending at Da Nang. The

Quang Vinh industrial zoieamp n | ONBa | NBF RS@St2LISR o6& (GKS t S2LJ
on the textile sector. Witlsaturation of North and South Vietnam in termistextile industries, and low

labour cost in comparison to major textile hubs, this industrial zone offers good opportunity under the
EastWest corridor.ThuaThien Hue Province is also the most popular tourist destination in Vietnam,

and displays potentiao emerge as a tourist hub with the development of an integrated tourist complex

having amusement parks, hotels, adventure and cultural activities etc.

PROJECT DEVELOPMENT & FACILITATION FRAMEWORK (PDFF)

The engagement by Indian companies in the CLMjibnds, at present, limited to the extent of setting

up a few manufacturing projects and in creation of infrastructure, largely under the Government of
LYRAIQa [AySa 2F / NBRAUGUD® Ly O2yidNXadxs FANXaA FTNRBY
have been able to capitalize on the bilateral pacts and investment treaties of their national governments

with these countries to build special economic zones, ports and industrial corridors with the objective of
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leveraging the cost economies, market potiahtand expansion of their overall business through better
integration with the global production networks.

Given this scenario, it is recommended to initiate a Project Development and Facilitation Framework
(PDFF)The primary objective of the proposedPF would be to facilitate Indian investments and
broaden the manufacturing base in CLMV countrise framework would seek to design suitable
structures to increase physical connectivity and industrial infrastructure to propel Indian investment to

the CIMV countries. The PDFF would serve as a major step towards the overall Look East and Act East
L2t A0e 2F GKS D2@SNYyYSyid 2F LYRAF FyR A& SELISOGSH
interests in the region. The proposed PDFF would ensusngtnening of ties in the commerce and
connectivity sphere. Implementation of the proposed PDFF would facilitate Indian manufacturing firms

to overcome the hurdles being faced by them in CLMV countries and undertake greater outward
investment which will hi them in integrating with the global production networks, thereby enhancing

their market opportunities. It wouldin effect, help mobilize private capital to help ameliorate
RSOSt2LYSyd OKIFftSy3asSa Ay /[ azx 02 dz/fardigh 8cdnorhiy R Ay
policy.

Structure of a Project Development Company

A privately held Project Development Company (PDC) has been thought through as forming the anchor
2T GKS t5CCX KSftLAYy3I OIFidlfeasS LYRAI Q& TOPDOMWEINDA |- €
identify investmentworthy zones/regions in these countries and undertake feasibility studies to set up
such industrial zones/ centres. While the PDC is proposed to be established as a private entity,
Government agencies (including Exim Bamould also be investing equity in the formation of PDC.

The equity ofthe PDOs proposed tdoe in the range of Rs. 100 crore. At this stage, no funding support

from the Government of India is envisaged, as the equity would be contributed by the sideed)

which are largely public financial institutions and private corporate sector playdmvever,
D2@SNYYSyYyld 2F LYRAIFIQa adzlJl2NI Yl & 0SS NBIljdzANBR ¥F2
generated from prospective institutions / corporate Uses.

With a view to bringing in operational flexibility and financial prudence as also attracting efficient
manpower, the PDC would be structured as an independent entity managed by its Baaatdingly, it

is proposed that institutions of Governmieof India should hold less than 50 percent of the equity, with
the balance being subscribed and held by Indian private sector institutions having experience and
expertisein developng similar ventures.

The key role of PDC would includetailing the prdiles of the viable economic regions in the CLMV
countries and identification of investment centres and suitable projects. It will also, through its
institutional, managerial and financial capabilitiesndertake Pre-easibility studies,design and
structure industrial infrastructure projects, and prepare Detailed Project Reports (DR#sPDC would

also facilitate setting ugproject specific Special Purpose Vehicles (SPVs) to be incorporated in CLMV
countries obtaining various approvals and achievingaficial closure for the projectsapart from
providing advisory services to the Governments (local / provincial) in the CLMV countries in designing
their policies and investment climate, and create implementation frameworks for various purposes on
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need bag. The PDC will also be involved in conducting ssbemvs for investors in the identified
projects.

It is recommended that the Project Development Company be incorporated in Singapeairey inter
alia, to its proximity to the region, its strong legak®m for enforcement of contractual rights and its
tax efficient regimelt is also proposed to establish a bamld office in one of the major Metro cities in
India to benefit from recruitment of personnel at lower costs; easyiination with stakeholdrs in
India; and frequent interactions with the Indian companies.

Management Structure

The PDC would be structured as an independent entity managed by a Board witktismduCEO
managing 4 teams dedicated to each of the CLMV countries. Apart from theathe PDC will have
functional staff comprising engineers, project managers, legal and financial experts, advisors, etc.

Indicative 5 Year Business Plan of the PDC

Based on study undertaken, availability of funds and the opportunities available @LIK/ region, it is
estimated that the PDC can incorporate about 10 SPVs in the region during the next 5 years i.e. from
20162020.

Funding Support from GOI

Ly fAYS 6A0GK GKS W Od 9t éndeaviu to subidat@ ExteriskeSecoddnd S N Y S y
and strategic relations in Soutbast Asia by way of catalyzing investments from the Indian private sector
into this region. Although, the Indian companies are expected to take commercial decisions while
investing in this region, there is a need for @mmentdriven initiative to create adequate support
infrastructure in this region to make these investment decisions operationally viathleyging of
infrastructure gaps will be critical for the formation of a manufacturing hub where investments from
Indian firms could be forthcoming. This will require substantial amount of funding and necessitates the
F2NXYFGAZ2Y 2F | at NP 2 SCDMY, suppdtsd ¥ thiy Soyeinmehdny IRd@hed t 5 C
guantum of fund required for establishing the RDEMV, forthe creation of 10 SPVs in the CLMV
countries over the initial 5 years is estimated at around USD 1 bn. It is expected that the above
investment will create an enabling environment to facilitate investments to the extent of USDIi&0 b

over the next 1Q/ears.

The proposed structure of funding from the Government of India is as mentioned below:

Structure of Funding From Gol

The PDELMV would be a Revolving Fumelised in the Ministry of Commerce and Industrgceiving
budgetary provisions/grants from iistry of Finance,and will be routed through the Export
Development Fund (EDF) administered by Expoport Bank of India (Exim Bank) on behalf of the
Government of IndiaAs per the Exim Bank Act, the EDF can be used to support such transactidns whic
are considered necessary by Government of India as a matter of priority in the interests of the
international trade of the countryCredits into this special fund can be made by way of loans, grants,
donations or benefactions from Government of Indisaoy other sources in or outside India.
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The PDEELMWvill be primarily funding the infrastructure projects identified and assessed by the PDC in
the CLMV countries. The projects will be implemented through project specific SPVs to be incorporated
in thosecountries. The scope of PDF will be funding through equity, quasi equity, subordinated debt,
viability gap funding, debt both at concessional rate of interest and/or at commercial terms, guarantees
etc. The PDWill also have to reimburse various costs,igéhmay be incurred by PDC/Exim Bank in
carrying outdiverseproject development activities.

A Steering Committee will be formed with representatives from the Government of India and Exim Bank
This Steering Committewill provide overall direction by wagf approvals for funding the proposed
SPVs in each of the four countries, whilsoreviewing thér performance.

It is expected that the infrastructure projects will not generate adequate retimrthe initial years and

the payback period of the projets will be very long. Therefore, the P@Buld needto be adequately
funded at least for the initial five years. After this period, recycling of fund from existing projects may
cater to the needs of future projects. Apart from funding support from thé& PDis expected that the
SPVs will be funded by local bodies, local and foreign banks, multilateral development banks etc.
However, given the low credit rating of the CLMV countribg PDF may have taontribute the
maximumtowardsfunding for the inital projects.

Initiating the establishment of Viable Special Economic Zones (SEZs) in the CLMV

One of the major roles of the PBIEMV would be to set up country level SPVs in the CLMV region for
developing the identified industrial zone projects. The megd SPVs would acquire already planned
SEZs or identify new areas to set up Industrial Parks / Industrial Zones where Indian companies can set
up manufacturing facilities.

The PDECLMV(through its Seering Committee) may mandate the proposed PDC to mobilise other

partners, such as lat Banks / Government agencies / companies in the host country, besides Indian
F3SyOASa k O2YLI yASa Fa ¢Sttt a adf GAfIIGSNIE 5S@S
the SPV.

Additionally, Exim Bank may also participate in the fundinthefSPV under its Overseas Investment
CAYlIFYyOS k . dz2SNDa [/ hRasa hasisDtheR 1AM BavkS als® yan be taPdedif&
financing.

The PDC will approach the Steering Committee of the PDF for funding in the SPV by way of equity,
subordirate debt, concessional loans, etc. For the viability to be achieved, the PDF may also need to
contribute in the SPV by way of grants, additional gap funding, etc so as to ensure financial closure of
the SPV.

The role of the SPVs, at the country level| indludeimplementing the identified projects, undertaking
developmental projects required to connect the enclaves with other facilities, such as porisg eith

the local authorities for approvals etc. for smodimnctioning of the project meetingthe needs of
Indian companies in setting up the facilities; and maintaining the quality of the infrastructure in the
enclaves.

Page |20



of¥osw =
EXIM BANK

EXPORT.IMPOAT BANK 0F INDIA Project Development & Facilitation Framewo@pportunities in Trade & Investmefdr Indiain CLMV Countries

The study recommends that the initial projects to be setcapld include establishing a Textile Park in
Vietnam (SPV) in one die identified SEZs in the country upon incorporation of the PDC. The Indian
textile companies can set up manufacturing units in the textile park to benefit from Viele@aoming a

member of the TPP. There are already indications from few Indian comparses$ up such facilities in
Vietnam. Additionally, investments in agro processing and wood processing by way of establishing an
Agro Processing Zone in Myanmar, and setting up of a Food Processing Park in Cambodia have also been
identified as projectshat could be taken up immediately e PDFCLMV. Establishing the feasibility

of such proposals could serve as initial business opportunities for the proposed PDC. In other words, the
proposed PDC would undertake mandates from LMV to study the feasllty of establishing such
exclusive industrial zones for Indian firms, including financial closure of such proposals.

PHASED APPROACH TOWARDS ESTABLISHMENT OF THE PDFF

Given the diversity of scope, a well structured approach is required to maximize nhdnafits of
Indian involvement across the countries. Hence, a phased approach for Indian involvement is
recommended in the Project Developmeantd Facilitation Framework.

According to estimates of the study, a total of US$ 21.12 bn infrastructure oppyrtisnenvisaged
where PDC can be involve@hese infrastructure opportunities includes development of industrial
zones, ports, power, water supply and sewage systems, information technology, tourism, road, railways,
healthcare and education. In Phase 1total investment opportunity to the tune of US$ 9.98 bn is
anticipated, while in Phase 2, the estimated investment opportunity is US$ 11.14 bn. In order to
effectively capitalize on the opportunities available, it is essential to analyze them while faking
consideration aspects like physical infrastructuregdevelopment plans of various entities suchlasal
governments, multcountry entitiesq ASEAN, ADB, World Bank, and foreign governmeeggonal
policies and constraints specific to crasgional developments, including country specific policies and
GKS 20t 3I20SNYYSyiaQ I O0OSLIiFyOS 2F (KS LINRLRASR
CONCLUSION

CLMV countries have today emerged as key growth points, especially for Asian economies like China,
Japan and South Korea. Tlhias been driven primarily by competitive labour costs, wider market
outreach on account of various preferential/free trade agreements and conducive manufacturing, trade
and investment policies of CLMV countries. While the aforementioned three economiedbewu able

to leverage and partner CLMV countries in their growth process, India has hitherto not been able to fully
tap the potential that the four CLMV countries present.

Ly 2NRSNJ (2 aidSL) dzlJ LYRAI Qa Sy 3l 38 YadFacilitétiani K/ [ a
Frameworkhas been proposed. The proposed framework and its integral components, viz. the PDC and
PDFCLMV will act as a vehicle for facilitating investments from India into the CLMV region. The
proposed PDFF would serve as a major stepards the overall Look East and Act East policy of the
D2@SNYyYSyid 2F LYyRALF Fa AG A& SELSOGSR (G2 LINRY2GS
the region. Implementation of the proposed PDFF would facilitate Indian manufacturing firms to
overcome hurdles faced in CLMV countries and undertake greater investments which will help them in

integrating with global production networks and undertaking vertical specialization. It would in effect,
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help mobilize private capital to help amelioratevddopment challenges in CLMV countries and in doing
a2 ¢g2dAZ R I RAIFIYyOS LYRAIFIQA FT2NBA3AYy SO2y2YAO LRtAOe

A. CLW:CAMBODIA, LAOS, MYANMAR, VIETNAM

1. An Overview

—_—

/' YO2RALFXE [I2 tS2L) SQa 5SY2O0NIGAO wSLlztAO 6|

form the CLMV countries, are an integral part of the Association of South East Asian Nations

(ASEAN) region, covering 32 percent of its geographical area, and accounted for around 10.5

percent of its gross domestic product in 2013.

| These countries have been undeing economic transition from central planning to market
economy, from inward looking to outward oriented economic development strategies and
policies.

|  The CLMV economies, which are considered among the fastest growing economies in the
region, are primalty agrarian, and have enjoyed certain degree of macroeconomic stability in
recent years, with vast potential for future development.

|  These economies are endowed with abundant natural resources anavémed labour forces.
However, they are faced with unddgveloped infrastructure and logistics. Except Vietham, all
other CLMV countries fall under the category of Least Developed Coutitid3ns classified by
the United Nations.

| The first CLMV Summit was held in November 2004 in Vientiane, Lao PDR evattofition of
the Vientiane Declaration on enhancing economieoperation and integration among CLMV
countries. The Vientiane Declaration outlined seven areas ebpewvation among CLMV
countries which include trade and investment, agriculture, industngl @&nergy, transport,
information technology, tourism, and human resource development. The Declaration showed
strong commitment of CLMV countries to strengthen and enhaneepawation, and promote
regional integration.

| Over the past decade, Vietham, LaDHP and Cambodia have all sustained economic growth
rates averaging over 7 percent, nearly doubling their GDP. However, this economic growth has
fINBSfte SYFYyFGSR FTNRY (GKS NX3IA2YyQa SyR2¢6YSyl
forward, this growth nodel may not be sustainable, especially in terms of being either inclusive
or broadbased.

| Among the CLMV countries, Vietnam has the largest volume of trade, followed by Myanmar and
Cambodia and Lao PDR, which has a relatively small external trade. dpadeess, as
measured by trade/GDP ratio is very high for Cambodia and Vietnam (over 100 percent);
moderate for Lao PDR while Myanmar is relatively less open. Trade deficit in the CLMV countries
amounted to US$ 18.2 billion in 2013. Under the ASEAN [aele Area (AFTA) agreement, the
CLMV countries are to eliminate duties on all products within the FTA framework by 2015.

| In 2013, foreign direct investment (FDI) inflows to the CLMV region amounted to US$ 13.2

billion, which was 10.5 percent of the totalflows in the ASEAN region. In recent years, the
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CLMV region has benefited from increased FDI inflows, primarily to the infrastructure sector. In
particular, in Myanmar, the suspension of Western sanctions has seen increased inflows of
investment, particirly from China, South Korea and Thailand. The region, which is
characterized with infrastructural bottlenecks thus provides an investment ground for foreign
investors.

Macroeconomic Snapshot of CLMV Countries

 _wvyann million ~ US$ bn 2008 2013 2013 2013 In percent

181 15.4 157 6.7 7.0 10.2 11.7 1016.4 139.8
236.8 6.8 100 78 8.2 3.1 6.2 1476.9 93.0
676.6 64.9 564 36 7.5 10.5 18.4 868.7 65.1
330.4 89.7 1706 57 54 1381 143.9 1901.7 165.3

1424.8 176.8 2526 59 7.0 161.9 180.1 1428.9 138.5

31.9 28.2 10.5 = = 12.7 14.2 = =

Source: IMF; Trade Maf,C, Geneva

2. Inherent Strengths of CLMV

Proximity to a Huge Market

~

| Myanmar for example, is often

recognized as the gateway to the
. . Proxinity

ASEAN, blessed by its location to a Huge
bordering Bangladesh, China, India,
Laos, and Thailanglcountries that are
home to more thard0 percent of the Unispiad
52Nl RQa  LJ2 LddzA I (AR R = Eymogephic
potential markets. Overall, Myanmar Resources
is close to a market of more than half
abillion people

I At the same time, Cambodia i E::ic::'re
strategically located between the twa Pool
larger economies of Vietnam and
Thailand, eabling it to play the role of
anentrepotand hub.

| Though Laos remains a landlocked country, its proximity to Vietnam, which has a huge coastline,

acts as a potentidgtanshipmenthub.

v

V)
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Demographic Dividend

| A common market in terms of Asian Economien@unity for capital and labour will present a
significant opportunity to CLMV in terms of attracting inward FDI to utilise youthful and
inexpensive labour forces.

| Besides, Myanmar is blessed with a large wordgg population (aged 15 to 64) estimated at
46 million out of an estimated population of 6@illion, and an estimated-3 million migrants
working abroad whose experience would benefit the country if they were to return home. This
population will also be able to gainfully contribute to the respestsectors of the domestic
economy with improved education, technical skills and suitable employment opportunities.
Although there is a problem of availability of skilled labor, domestically the local populace is
highly trainable as they are culturallysdiplined and well behaved probably due to long military
regime they shared.

Costeffective labor pool:

T /7 FY02RALF KI a 2ydtwdriordesi with ¢vér 200,800 Seiv éntrants to the labor
force annually. These factors allow Cambodia to undepcotiuction costs in other countries
including China, where increasing production costs pose challenges for business. Laos, Myanmar
and Vietnam also benefits from low wage costs.

Untapped natural resources

I The entire CLMV region is endowed with exieasmarine, forest and agricultural resources,
providing a good base for a range of natural resotbvased industrial activities. The region has
ample fertile land for the production and processing of agricultural commodities, and holds
much potential forlivestock farming and aquaculture. Mining is also a promising sector with
many areas with abundant mineral deposits yet to be explored. Considerabdbar gas and
oil reserves are available for exploration and production.

3. Getting Regionally Integrated

| Cambodia, Lao PDR, Myanmar and Vietham are gradually opening up their once centrally
planned economies to trade, FDI and the global market. The result has been fast growth and
macroeconomic stability for the region. This was reflected in their resili@acthe global
financial crisis of 20089, largely due to their sound growth in exports of apparel, tourism,
agricultural products and hydropower and their strong trade and investment linkages with their
big regional neighbours.

| Economic integration in #region is gathering momentum as well. All the CLMV countries stand
to benefit from the integration of the ASEAN Economic Community which is expected to be
completed by ene?015.

| a@FyYFENJ FyYyR /FY0o2RAFIQa RS@St2LIVSy( addiride i S3IASA
liberalization, so as to ensure sustainable economic growth. They have become active members
of a range of subegional and regional soceconomic programs, including the Greater Mekong
Subregion (GMS), the World Trade Organization (WTO), ASBANarious ASEAN initiated
schemes including the ASEAN Free Trade Area (AFTA), ASEAN Japan FFKaraSEAN and

Page |24



i ¥
EXIM BANK

EXPORT.IMPOAT BANK 0F INDIA Project Development & Facilitation Framewo@pportunities in Trade & Investmefdr Indiain CLMV Countries

ASEAMChina FTAAnnexure lcovers in brief the Trade Agreements in which CLMV countries
are involved.

Il 2A0K +=ASdyl YQa yréamsPackid Bakrerghip (TPR) cuirdéatfgoimg, it is
widely considered that Vietham has much to gain from this agreement, due to its potential for a
greater share of the global apparel and footwear market, particularly in USA and Japan. The TPP
will dlow Vietham export apparel to the US at zero per cent tariff, making exports more
competitive. Vietnam is member of ASEAN, APEC, ASEM, WTO and party to ASEAN Free Trade
with India, China, South Korea, Australia, New Zealand and Japan. Vietham is atgpefiaits
in settingup the ASEAN Economic Community in 2015.

4. SMEs in CLMV

| Small and medium enterprises (SME) form the backbone of CLMV economies, meeting the basic
needs of goods and services as well as trade, contributing towards upgrading the dtarfidar
living and helping poverty alleviation. They account for over 90 percent of enterprises in the
NBIA2Yy>X GKSNBo6e& O2y i iNrodziAy3d (G2 | YI22N aKl NB
are considered not only as crucial players in the country'qi@cic development, but also in
social and political development, generating huge employment opportunities for the local
population.

|  Though SMEs play a vital role in economic development of CLMV countries, they encounter
significant structural challenges cu as limited access to funds and financial facilities,
inaccessibility to overseas market, limited knowledge of production and technology,
inaccessibility to information and inadequate infrastructure. Difficulties in accessing finance due
G2 0l y gnoaion dohaterabaged lending, especially for new start up and innovative SMEs
is one of the major bottlenecks. Therefore, SMEs in these countries have to rely on informal
source of funds, which charge high interest rates. Access to market and acdeséiriology
and innovation are also key challenges for development of SMEs in CLMV. Most SMEs in CLMV
countries lack awareness on benefits and implications of FTA and have, limited exposure to
export promotion activities.
Annexure 2covers in brief abouBMEs in the four CLMMuntries
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B. CAMBODIA

1. COUNTRY ANALYSIS

1.1. Geography

Cambodiashares itshorders with three developing economies viz., Lao PDR, Thailand and

Vietnam, and has a crucial connection to the Indian Ocean through its coast on the Gulf of
Thailand. Among the ASEAN countries, it is the seventh largest country in terms of population,
and has the eighth largest land area. The country has 25 provinces.

The country has diverse forests which comprise a variety of evergreen, deciduous, mixed and
mangrove type. The country also has a significant mineral deposit, some of which include
gemstones, irofore, manganese, phosphates and timber.

1.2. Political

ThePrimeMinister, HunSen,andthe Cambodiart S 2 LRa$/(CRPjre expectal to remain in

power urtil 2018 but the 2013 election showed that the Cambodia National Rescue Party
(CNRP) has emerged as a strong opposition party.

The Economist Intelligence Unit's 2014 democracy index ranks Cambodia 103rd out
of 167 countries,putting it amongthe countries consideredt K @ dNKEIER Yoy éne step up

from a fully fledged authoritarian regime. Cambodia's overall score and ranking for 2014
improve marginally, after the country's two main political parties, the ruling Cambodian People's
Party (CPP) and thepposition Cambodia National Rescue Party (CNRP), reached a deal in July
2014 to end the poselection political impasse that had lasted almost a year. The agreement
saw the two parties agreeing to work together in the National Assembly.

1.3. Macroeconomic Aalysis

The Cambodian economy has passed through various phases of developueng the last

few years the government commenced its reforms, particularly implementation of the public
financial management reform program. Investments in social sectors rdrasiructure were
increased to help reduce poverty, particularly in rural areas. Growth averaged 10.3 percent a
year, driven by the four engines namely, garments, tourism, construction, and agriculture. The
global economic downturn in 2009 severely imgattthe economy as revenues from both
garment exports and tourism sector fell, and the Cambodian economy witnessed close to flat
growth (0.1 percent)However, the economy showed great resilience rebounding in 2010 to
post a healthy 6.1 percent growth.
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Macroeconomic Snapshot of Cambodia

B 8 0 R N RN A
01 61 71 73 70 72

104 113 129 141 157 169 185

703.4 7527 8535 9255 10164 1087.8 1177.2
0.7 4.0 5.5 2.9 3.0 3.8 3.2

14.8 15 151 153 154 156 157

Current Account Balance
(% of GDP) -4.5 -3.9 -8.1 -8.7 -8.6 -8.4 7.4

External Debt (% of GDP) 33.8 34.0 34.6 40.8 40.5 41.3 39.4
Reserves (US$ millign 3288 3802 4069 4938 4995 6054 6634

f: forecast; Source: IMF; EXIM Bank Research

The Cambodian government announced expansionary fiscal measures to mitigate the impact of global
financial crisis. In 2009, investments worth US$ 1 bnfrastructure (primarily transport and irrigation)

were announced to stimulate growth. Tax relief was also provided to the radgerselyaffected
sectors. This helped pushing growth to 6.1 percent in 2010 and 7.1 percent in 2011. Growth continued
to reman strong at 7.3 percent in 2012, buoyed by a strong exfmmttmanufacturing activity. Robust
growth in services and expanding export industsastained theeconomic growth in 2013.

According to the World Bank, real growth for 2014 is estimated to ré&aghpercent, driven by the
garment, construction, and services sectors. Bolstered by a strengthening global economy and with the
expectation of renewed confidence and the return of political stability in July 2014 after doyepr

political deadlock, Cam2 RA I Q4 NBIf SO2y2YAO 3INRGUKpesdnti S F2NJ Hn

{ SNIAOSa aSO0G2N) R2YAyYylI GSa GKS SO2y2yYez | O02dzyiAy
followed by agriculture (35.6 percent of GDP) and industry (24.3 percent of GDP).

Improving GDP Growth Forecast for Cambodia

Share of Sectors in GDP of Cambodia

== GDP, Current Prices (USS$ bn)
8 Real GDP (% Change) 71 73

L
6.1
. I

2010 2011 2012 2013 2014f 2015f

Total (2012): US$ 14.1 bn)

§

Source: IMF,; EXIM Bank Research
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2. TRADE & INVESTMENT

2.1. /' YO2RAI Qa aSND

| Cambodia has a relatively ope
trading regime and acceded to the
WTO in 2004. During the las
decade, total trade of Cambodiz
increased more than foufold,
from US$ 4.9 bn in 2004 to US
21.9 bn in 2013 During the same
period exports from Cambodia
increased to US$ 10.2 bn in 201!
rising from US$ 2.8 bn in 2004
witnessing a CAGR of 15.4 percer

Robust Growth in Cambodia's International Trade
219

"
i
i
14.9
L}
12.8
B 7.8
71
6.7
6.1

2011

m Exports (US$ bn)
®Imports (USS bn)

u Total Trade (USS$ bn)

6.6
4.9 i i
200

5.6
2004 2005 6

105

8.8 8.9 N
71 o
(.4 4.4

2007

2008 2009 2010 2012 2013

Source: ITC; EXIM Bank Research

In 2013, the country turned into

net importer, after being a net
exporter for the past four years.

T In Canbodia, agricultural
equipment and inputs, schoo
materials and equipment,
pharmaceutical products,

construction materials, machinery,
as well as other equipment and
sporting goods are exempt from
import duties; however, these
products are still subject to/AT.

Key Export Destinations of Cambodia [2013: US$ 10.2 bn]

Source: ITC; EXIM Bank Research

Since 2003, over 85 percent of
goods traded among ASEAN
members, including Cambodia,
have been subject to tariffs
ranging between zero and 5
percent.

| /I YoO2RAlI Qa SELR
evolved considerably since th
early 1990s, from resourcésased
products to manufactured goods
Moreover, there has been
substantial diversification  with
Cambodia exporting 467 product

D

2]

NI

Share of Exports from Cambodia [2013: US$ 10.2 bn]

Electrical &
electronic
equipments
2%

Cereals

2% x
au

Vehicles other
than railway
5%

Footwear &
Gaiters
10%

Source: ITC; EXIM Bank Research

in 2013, up from 386 a decade earlier
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T The EverythindButArms (EBA) Key Source Countries [2013: US$ 11.7 bn]
arrangement with the EU gives the
country dutyfree access to the
Euopean  Union, while other
agreements offer low barriers for
access to the markets of Canada and
the United States. These tariff
preferences have helped in increasing
exports of rice, garments, and other
products, and to establish a bicycle
assembly indust. Souren 1 XN Bank Rsearch
| Imports have grown at a much faster
pace durindast decadeand were seen significantly higher at US$ 11.7 bn in 2013 from US$ 2.1
bn in 2004, with a CAGR of 210
percent.
| Cambodia depends heavily o
electricity imports, which provided 64
percent of electricity consumed in
2012. About three€fourth of these fuels, distillation
imports are sourced from Vietnam and Products
the rest are mostly from Thailand.

Sectoral Share of Imports by Cambodia [2013: US$ 11.7 bn]

>

Electrical,

2.2. Trade with India electronic )
. . o eql.jipments o S K"'t::db_
| LYRAF Q& OATF GSNIf  (NIeneSimer Yo 2 REF™
.. . . han railw
has been on a rising trend, increasing ‘ 8% “ ’ Soures T X1 Bank Researck
more than 8fold from US$ 17 itlion ) )
in 2004 to US$ 1496 mn in 201 3, u Exports (US$ mn) 1496
buoyed by increasing exports. Along ®mertsussmn)
L, 7 o AN o Togal Trade (US$ mn) - o v 1102
g AlK NA aAy3 SELX NI a LYRALI Qa
surplus with Cambodia has also been
growing. a7
~ 581
| In 2013, Cambodia accounted for 0,2 53
LISNODSYyd 2F LYRAIQA §
1 {9! bsX ndn Lséebdrjﬁr&/i A
to ASEAN and had a negligible share i o
- o 7o 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
L y R A I Q a A Y LJZ N‘I’l a‘ -F ' ' S 'ce: ITC Trade Map, EXIM Bank Research

region. Structurally, India enjoys a
trade surplus with Cambodia.

| LYRALF gta /FY0o2RAFQa piK fFNBAS&AdG 3t 20l t &2 dzNDS
confectioney, 10th largest global source for knitted or crocheted fabric, and 9th largest global
source for imports of vehicles other than railway, tramway.
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India's Key Export Items to Cambodia [2013: US$ 136.8 mn]

12%

Source: ITC; EXaM Bank Research

2.3.

—_—)

—_—)

Foreign Investments

According to FDI Intelligence, China signed

Electrical &
. electronic
Residues, wastes equipments
of food industry 2%

2%
Manmade staple Vehicles other
fibres than railway
8% 5%
Articles of
Apparel Footwear &
72% Gaiters

Share of Exports from Cambodia [2013: US$ 10.2 bn]

Cereals

10%

Source: ITC; EXIM Bank Research

deals worth US$ 13.5 bn in Januaoy &d48op a

railway line, a steel plant, an oil refinery and a port to augment the already planned billions of
R2f f | NBQ ¢ 2rNdstkd irdrastrutti¢eipyofecisdn Cambodia.

Between January 2003 and December 2014 a total of 278 FDI projects re@yaded in
Cambodia. These projects represent a total capital investment of US$ 18.64 bn, which is an
average investment of US$ 67.00 million per praject

Out of a total of 31 sectors, the top five sectors account for the majority of projects. Financial
Services is the top sector accounting for almost -thied of projects tracked. Other major
sectors attracting investments are food and tobacco, communications, coal, oil and natural gas,
and transportation.

Malaysia was the top source
country accountingdr onesixth
of projects tracked. Project
volume in this source country.
peaked in both 2009 and 201C
with 11 projects tracked in each
of these periods.

Trends in Foreign Direct Investments in Cambodia

38

mm Number of projects
- Capital Investment (US$ mn)

2011

2010

2004 2005 2006 2007 2008 2009 2012 2013 2014

Source: fDIIntellegince; EXIM Bank Research
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FDI trends by Source country

Source country No of projects | No of companies| Capital investment

43 16 5,169.00
2 30 162150
2 as 1,280.30
25 19 159260
21 19 161810
17 15 213780
16 14 1,561.20
3 3 357,00
7 3 25310
IS 7 7 172.00

Other source cantries 50 47 2,872.60

15,6360

Source: fDi Intelligence from The Financial Times

2.4, Select Investment Clauses

| In Cambodia, FDI is freely permitted except in the areas mentioned in negatlyevhath are
prohibited for both Cambodiaand foreign investors:DI hado be registered with the Ministry
of Commerceafter obtaining relevant operating permits. An investment approv&issued not
to an investor or investing enterprise but to a project. A project which receives the investmen
approval is called a Qualified Investment Project (or QIP).

I A QIP may be in the form of a joint venture. A joint venture may be formed among Cambodian
entities, among Cambodian entities and foreign entities or among foreign entities. There is no
limitation based on nationality or the shat®lding proportion of each shareholder, except in
the case a joint venture owns or intends to own land or an interest in land in Cambodia. In such
a case, the maximum combined shdrelding of all foreign parties musbhexceed 49%.

I The government provides investors with a guarantee neither to nationalize foosiged
assets, nor to establish price controls on goods produced and services rendered by investors,
and to grant them the right to freely repatriate capitaitérest and other financial obligations.

| The government has established an institution to oversee investment policy and strategy called

the Council for the Development of Cambadidisis expected to act as Offetop Shopo

obtain all of necessary licersaequired from relevant ministries listed in the Conditional

Registration Certificate for investment on behalf of the investment applicant.

! These include production of psychotropic substances and narcotic substapogsynous chemicals, agriculture
pesticide/insecticide and other goods by usaigemical substances, prohibited by international regulations or the World Health
Organizatio, that affect the public health and environmenglectricity power by using any waste imported from a foreign
country;forestry exploitation business prohibited by Forestry Landactivities prohibited by law
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I QIPs are entitled to the following benefits:

A Receivea profit tax exemption or use special depreciation.

A Profittt E SESYLIiA2YY ! GFE K2t ARIFI& A& O2YLRA&SK
LISNA2Ré OYIEAYdzy G230l t o SIENBEOD 2KAES (NR
receiving a final registration certificate, priority period is determined according to the
type of project and investment capital.

A Special depreciation (Selective): 40 percent special depreciation allowance on the value
of the new or used tangible properties used in the production or processing.

A Entitled to 100 percent exemption of export tax, extépr activities as stipulated in
laws in effect.

A Duty free import of production equipment, construction materials, etc.

A Production equipment, construction materials and
produdion input to be used in the production of exports
goods

A Production equipment, construction materials, raw materic
intermediate goods and accessories

A Production equipment, construction materials, raw materiz
intermediate goods and production input accessories. In tt
case where the Supporting Industry QIP fails to supply 101
of its manufactured ppducts to the export industry or
directly export its products, the QIP shall pay the customs
duties and taxes on production inputs for the quantity that
has not been supplied to the export industry or directly
exported

I However, certain projects like tnaportation services, tourism services, casino and gambling
businesses, etc. are not entitled for investment incentives.
I Apart from this, there are industrgpecific additional incentives:

o Import duty reduction or exemption and the governmdmirne VAT sa@me (VAT
exemption) have been introduced on various agricultural materials such as seeds,
breeds or residues and agricultural machines including tractors.

o0 QIPs in the area of agriculture and agndustry may obtain incentives in the form of a
priority period of tax exemption for three years.

0 VAT on the imported production input and equipment of supporting industry, which
serves to the export of garment, textile or footwear, is exempted.
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2.5. Special Incentivisedones

| In Cambodia, SEZ refers to the special émedghe development of the economic sectors which
brings together industrial and other related activities and may include General Industrial Zones
and/or Export Processing Zones. Each SEZ has a Production Area which may have a Free Trade
Area, Service Aee Residential Area and Tourist Area.

| SEZs in the country must have a land of more than 50 hectares with precise location and
geographic boundaries; must have a surrounding fence (for Export Processing Zone, Free Trade
Area and the premise of each investoreach zone); must have management office building and
Zone Administration offices and all necessary infrastructures must be provided; and must have
water sewage network, waste water treatment network, location for storage and management
of solid wastesenvironment protection measures and other related infrastructures as deemed
necessary.

| Currently there are 11 SEZ®ragon King SEZ, Goldfame Pak Shun SEZ, Kampot SEZ, Manhattan
6{dFe wSAy3a0 {9%I bSIy3a Y21 Y2K Y2 ghnolkWilkr t Ky 2
Port SEZ, Sihanoukville SEZ 1, Sihanoukville SEZ 2, and Tai Seng Bavet SEZ. Brief of select SEZs
visited during the reconnaissance mission are:
A Sihanoukville Special Economic Zone (SSEZ)

- 128 hectares of land under Phase | available éttirey up manufacturing units.

- SSEZ offers One Stop Shop for processing applications. Investors can approach
Council for Development of Cambodia (CDC), which takes 28 working days for
processing application. Minimum investment of US$ 1 mn is requireidfesting in
SSEZ.

- Close proximity to airport, railroad and the only desga port in Cambodia makes it
a potential area of investment.

A Sihanoukville Port SEZ (SPSEZ):

- Spread across 747 acres adjoining the port. SPSEZ has 45 ha of developed land
availabe, with 5 acres acquired by few companies from Japan.

- Indian companies can acquire existing developed land under lease et Yhey
can further sub contract the land for non restricted uses (i.e. not residential etc.).

The land should preferablpe sub contracted to heavy industries which shall
generate revenues for port in terms of tonnage transported. Small cargo industries
such as electronic chipare not preferred

A Phnom Penh SEZ(PP$EZ

- With a total area of 360 hectare, PPSEZ is located oRltimem PenfSihanoukville
Economic Corridor on National Road 4, and is located 1 hour outskirts of the capital
city

- PPSEZ is 78:22 JV between Cambodia and Japan. Phase | is operational, Phase Il is
under development and Phase lll is planned for settingiug residential complex
which is proposed to be developed after completion of Phase Il
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- As on date, 57 companies are in operation and another 77 signed for future
investment.
- Infrastructure facilities at PPSEZ include power plant, water treatment pdmnt,
port and railway track.
- CDC as well as Custom office at PPSEZ makes it a one stop shop.
I Incentives under the Cambodia SEZ Law inctude
For investors

o Investors are entitled forlte same incentives on customs duty and tax as other QIP, as
mentioned in the previous section.

0 The Zone Investas entitled to the incentive on Value Added Tax (VAT) at the rate of 0%
shall record the amount of tax exemption for its every import. The said record shall be
disregarded if the production outputs are-exported. In case the production outputs
are imported for the domestic market, the Zone Investor shall refund the amount of
Value Added Tax as recorded in comparison with the quantity of export.

o Incentive on VAT exemption to the investors located in the SEddéms extended
without specific time limit. The imposition of VAT is automatically suspended for the
followings:

- The construction materials, production equipments and materials to be
imported by Expororiented QIP in SEZ.
- The construction materials and guuction equipments to be imported by
Domestic Manufacturing QIP in SEZ.
- Products produced by QIP in the SEZ, which will become the production input to
other QIP in the same SEZ.
For developers

0 The exemption period for the Tax on Profit is provided faraximum period of 9 years.

0 The import of equipments and construction materials to be used for infrastructure
construction in the zone is allowed and exempted from import duties and other taxes.

o Custom duty exemption on the import of machineries, equipisefor the construction
of the road connecting the town to the zone, and other public services infrastructures
for the public interests as well as for the interests of the zone.

o Developer may request, under the form of a temporary admission, the imgarteans
of transport and machineries used for the construction of the infrastructures in
accordance with the laws and regulations in force.

o Developer may obtain a land concession from the State for establishing the SEZ in areas
along the border or isolatéregion in accordance with the Land Law, and may lease this
land to the Zone Investors.

Common Incentives for Developers and Investors
0 Zone developers, investors or foreign employees have the right to transfer all the
income derived from the investment drsalaries received in the zone to banks located
in other countries after payment of tax.
o Nondiscriminatory treatment as foreigners, narationalization and nefixing price.
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| In recenttimes, therehas been an expansion of cooperation between India and Cambodia in
various fields such as institutional capacity building, human resource development, extension of

financial assistance in infrastructure projects, security and defendeY 6 2 RA I Q@omyz LISy

(0p))
O«

abundant natural resources, market access and-déost workforce, offer many opportunities to

Indian investors.

While Cambodia is one of the LDCs in the region, select factors makes it a Potential Market

Preferential Market
Access

Open Economy

Competitive Advantage

wCambodia is part of the
ChinaASEAN free trade
agreement It isan attractive
trading block with demand
potential from 1.7 billion

people, and robust
economicgrowth.
wAsa WTOmemberand LDC,

Cambodia benefits from
preferential access to a
number of markets,
includingeU

wThe country is one of the

region's most open
economies for  foreign
investment

wlow tax rates, investment

incentives and a one-stop-
service  for qualified
investments signal the
government's commitment
towards inviting foreign
capital

wLow labor costs and

increasing education levels
are an attraction for labor-
intensive manufacturing in
the country.
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3. INVESTMENT OPPORTUNITIES

Economic output in Cambodia depends significantly on garments, rice, tourism and
construction. Political and macroeconomic stability, coupled with liberalized and export
oriented development policy attracted significant FDI into these sectors of the Caambod
economy. Although economic growth has been robust over the past two decades in the country
on the back of these sectors, the country needs to bring about improvements in the key sectors,
while expanding into newer ones. Nascent signs of product dficason have been emerging,

but removing infrastructure bottlenecks and improving the business climate will remain critical
for attracting private investment

3.1. Primary Sector

With close to 60 percent of the Cambodian population engaged in agricultusdstthe primary
industry of the country. Rice is the principal food crop, while rubber is the principal commercial
crop in Cambodia. Many international aid organizations are supporting farmers through crop
diversification programs to cultivate other crep

The food, beverage, and tobacco subsector continues to grow, but its relative importance has
been diminishing with the rise of garments, textiles, and footwear.

Potential in Select Agriculture Related Industries

A Low labw costs and abundant agricultural lar A Value added in agrindustry is very low.
provides an apparent comparative advantage A Much of the rice currently is shipped off 1

the agreindustry.

Rice production and processing benefitted frc
trade preferences given by the EU to ri
exporters from the country.

The country lacks the capability tarn its raw
paddy rice into refined, more expensive grain.
Lack of access to new technologies
agriculture and productivity improvements
poor storage and transport infrastructure e
resulted in a low supply of agricultural produs
in recent years.

The available land for rubberlgntation in
Cambodia is located in Kampong Cham, Kre
Kampong Thom, Rattanakiri, Mondulki
Battambang, Preah Vihear and Pailin provinct
In recent years, entrepreneurs from Chin

Vietnam, Malaysia and Thailand have inves A

heavily in the expansioof rubber plantation in
the CLMV region as a whole.

Economic Land Concessions (ELWisich used
to be granted before hee been frozen. Thess
ELCs provide a number of incentives.

Thailand at below market rates where it
milled, repackaged, and sold at a mu
higher price as refined Thai jasmine
basmati.

There have been largscale Iland

acquisitions, mainly by Vietnamese al

Chnese, in the frame of Economic Lal

Concessions (ELCs) and by Kh

individual investors.

The objectives of granting ELCasrer

to develop industriabgricultural activities

requiring a high rate of capital investmen

0 toreach agreements with investsifor
developing land in an appropriate ar
longterm manner;

0 to increase employment in rural aree
and stimulate diversification o

Page |36



ofarow 8=
EXIM BANK

L
EXPORT-IMPORT BANK OF INDIA

Cassava is currently the most important upla
crop (grown on elevated landscape)
Cambodh.

There is high demand in the internation
market for cassava food grade and cassi
starch for bieethanol production.

There are opportunities for yield improvemet
and narrowing of yield gaps through tr
adoption of field specific improved technologit
and management practices.

There is sufficient supply of local tropic
hardwoods in the country.

There has been aincreased demand for timbe
products for local construction of housini
hotels, offices, resorts, etc.

There are insufficient production facilities ar
lack of technical knowow, which can be
provided by the Indian companies.

3.2. Secondary Sector

Manufacturing

I /1 FYo2RAI Q&
2LISYy YINJ S
been growing by more than double the annual rate of agric@tr &

AYRdAzZAGNRIF £ &
SO02y2Yeé&d 5NAGSY o8& |
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livelihood opportunities;

0 to generate state revenues throug
economic land use fees, taxation ai
related services charges.

A ELCs used to be previously granted
largescale farming, but lack of utilizatio
by foreign entities, made the Governme
freeze allocation of ELCs.

A The main yield constraints for Cassava
soil nutrient deficits, short crop duratiol
and weed competition.

SOG2NJ KI a
NP 0 dza 0

gl £ dzS I RRSR®

|  Cambodia has become an attractive productaamtre due to its low wages, preferential tariffs,
and quotafree access to major markets.

A Tariff preferences havprimarily driven the A  Power sipply issues need to be address:

industry's rise. Chineg, Taipei producers
relocated factories from Vietham t
Cambodia after the European Unic
imposed antidumping duties in 2005.

A Cambodia enjoys quothiee and tariftfree
access to the European Union under t
Everything But Arms (EBA) arrangeme
which meas all exports are exempt fror

to reduce production costs, as bicyc
factories currently have installed their ow
generators to ensure adequate supply.

A The industry would also benefit fror

sectorspecific skls training to reduce the
defect rate and improve product quality.
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the standard 14 percent tariff on importe:
322Rad /I YO2RALl Q& f
major factor for bicycle producers of
Chinese Taipenoving production there.
Indian bicycle producers can also bene
from the emerging biagle manufacturing
hub in the country.

The rapid economic growth in the la
decade has driven up demand fi
motorcycles in Cambodia.

There are several local and Chine
motorcycle assemblers in operatiol
includng Asia Motors Co. Ltd., apart frot
Japanes€ambodia Suzuki Motor Co. Ltd.
The mining industry in Cambodia h
substantial growth potential, with sever:
foreign companies engaged in research &
exploration for minerals. In this contex
huge demand forindustrial clothing is
expected to arise.

Garments industry is already we
established in the country. Produr
diversification into the industrial clothing
segment can add value to the currel
production chain.

Specialization in assembly activities tr
involve cutting and sewing the fabrics in
finished garnents.

Linkage between foreigowned garments
firms as well as local ones with internation
buyers or brand names provides tt
industry an important channel into th
garments global value chain.

Government promotes the garmer
industry by offeringfavouralde investment
conditions and tax incentives.

Additional business opportunities can
found in vertical integration of garment
production (particularly provision of fabri
and assembly) or in other parts of th
production process (like retail) whic
genemte higher value added per unit.

The growth of the footwear industry ha
been led by foreign enterprises whic
invested in Cambodia for enjoying tt
incentives offered by the government ar
the benefits of GSP/MFN privilege
provided by advanced countries such as 1
EU and Japan.

There was sudden FDI increase from 20
onwards in this industrywhich mighthave

Project Development & Facilitation Framewo@pportunities in Trade & Investmefdr Indiain CLMV Countries

Bajaj Auto has recently moved into th
space after studying the market for over
year.

The motorbike assembly unit is locate
near the capital city.

The motorbikes are sellingt US$ 3000
Current sales is around 200 units/month.
Operating as niche market supplier mak
producers able to complete on qualit
design and lead times, rather than on co
As cost pressures increase, such steps
necessary.

High import dependence on inputs.
Garment factories perform only cumake
trim functions, while fabrics are importe
from overseas.

Given the plethora of textile companies
the country, job opportunities for lovend
work remains high. Taking advantage
this situation, there is a frequent shift ¢
jobs among employees fomeagre salary
increase.

However, poweravailability remains an
issue which the Government is trying
mitigate by putting more power plants.

Most of the leather and other rav
materials used to produce footwear ar
sourced from within the Soutkast Asiar
region but very little is produced i
Cambodh.
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been caused by shifts in investment froi
China or Vietnam, due to the application
anti-dumpingon thesecountries by the EU.

A The large vendor factories have high
productivty due to investment in moderr
equipments. Indian companies caxplore
settingup similar units.

The mining sector in Cambodia is still largely underdeveloped, and most mining companies
active in Cambodia are smaltale quarries producing materials for construction, such as
laterite, marble, granite, limestone, gravel and sand.

Accordingto the Ministry of Industry, Mines and Energy (MIME), Cambodia, copper, gold, iron
ore, zinc, lead, tin, bauxite, sapphire, ruby, kaolin and limestone are amongst the most prevalent
resources in Cambodithat remain largely untapped.

A large number oforeign companies are engaged in research and exploration for minerals in
Cambodia, and have also received licenses to conduct exploration.

Opportunities for Indian players exist in the form of participating in mineral exploration,
improvement and revampun of existing mines and plants, expansion of production capacities
using more profitable, efficient and appropriate technology or new projects with already known
or partly known deposits.

Mining activitiegpossibleat various provinces are as follows:

A Ironore Banteay Meanchey, Mondolkiri, Preah Vihear, Ratanakiri, Stung Treng
GoldandGemstone: Kratie, Mondolkiri, Ratanakiri

Coal: Ratanakiri, Stung Treng

Stone: Kratie, Mondolkiri, Preah Sihanouk, Siem Reap, Stung Treng

Marbles: Banteay Meanchey, KampdBighnang

Limestone: Banteay Meanchey

Phosphate: Banteay Meanchey,

v > D> D> D> >

Sand & Clay: Kampong Chhnang, Kampot, Preah Sihanouk, Prey Veng, Siem Reap, Stung
Treng.

3.3. Tertiary Sector

Information Technology

-~

There has beean increasing demand for IT Parks and ITESambodia over the last decade.
Indian IT companies being market leaders can explore multiple opportunities such as
requirement of integration IT systems at Sihanoukville BRod SEZ, etc.

Tourism
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T while tourism opportunities are available in every proenaf Cambodia, India can explore
specific opportunities as listed below

A

Development of tourism hub at Koh Kong province to capitalize on the presence of rich
tourism resources such as beautiful coastlines, green forest, waterfalls, various kinds of

wildlife and historical sites etc.
Resortand Ecog tourism development in the Kampot, Kandal and Kep provinces.
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4. INFRASTRUCTURE OPPORTUNITIES

4.1.Construction

The urban landscape, particularly in Phnom Penh, has changed vastly with strong demand for
constructian of buildings and infrastructure.

A study by JICA in 2088sessednfrastructure needs for the period 2012D20 and estimated

that Cambodia needs US$ 13.36 bn of investment in infrastructure or US$1.2 bn per year over
the 201020 period.

Robust touristarrival into Cambodidhas beendriving the demand for infrastructure in the
country. The Government is keen to develop the tourism sector, with an ambitious target of 6
million foreign visitors by 2020This is expected tdoost the demand for transport
infrastructuregoing forward

Moreover, the country has one of the lowest construction costs in the region, along with high
returns on investment for successful projects.

The burgeoning demand for infrastructure development therefore opens up ample
opportunities for engineering, procurement and construction (EPC) companies, iron and steel
manufacturers, and cement manufacturers.

Weak existing infrastructure provides many opportunities for growth, particularly in road and
rail construction.

4.2.Power

The currentpower generation capacity of Cambodiaabout~1,500 MW. There exists a power
shortage currently with the government importiradpout ~440 MW powetannually To address
this shortage, the government had initiated ~18 energy projewith countries like Cima,
Malaysia and Vietnam participating in many of these projects.

The opportunities available in the power generation, power transmission and rural
electrification are listed below.

Power Generation on BOT basis

Cambodia aims to be a power surplus coyritr the near future, with projects generating up to
500 MW expected to be implemented by 2017, and a further set of projects with potential
generation capacity of 500 MW, currently under planning stages. Given the plans of the
government, the following isuggested:
A Construction of hydropower plants in Kampong Thom, Kampot, Koh Kong, Kratie,
Mondolkiri, Pursat; Proposed Generation Capacity = 350 MW
A Wind energy production in the Kampong Cham province due to availability of suitable
areasc¢ Proposed Generan Capacity = 50 MW

Power transmission lines on BOT basis

There has been a shift in plans in transmission lines from the earlier focus on import of power
from the Laos to current focus on import from Vietnam. Given the current focus of the
government, fdlbowing are recommended:
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A Ratanakiri to Mondulkiri: Power Transmission of 230 kVA entailing investments of
approximately US$ 50 mn
A Ratanakiri to Kong Tum: Power Transmission of 500 kVA requiring investments worth
nearly US$ 20 mn
The above projects are cratito ensure normal functioning of mining & associated industries
coming up in the region and hence have been -femtked by the government. Additionally,
excess power is expected to be exported to Vietnam and Thailand.

Rural electrification

4.3.

4.4,

—)  —)

Aspartof CH6 2 RA Qa NHzNI f St SOGNRTFAOFGAZ2Y LINBINI YZ
planned to be connected to the grid by 2030. In order to achieve this target, Cambodia has
initiated 18 energy projects and, as highlighted above, countries like Chinaydialand

Vietnam are participating in many of these projects.

Railway

The Cambodian government has proposed rail projects to improve connectivity and reduce
freight transportation cost.
Some of the rail corridors where Indian companies could focus mrdrive trade and
investments in the region, could include the following:

A 48 km Sisophor Poipet rail link (work has been suspended due to problems with

current contractor)

A Proposed 105 km Serei SaophaaBiem Reap rail link

A Proposed 239 km Siem Reafkun rail link
Other opportunities available in railways are as follows:

A Proposed 255 km Bat Doegdioch Nich (Vietnam border)

A Proposed 273 km SnogiStrung Treng (Laos Border)

Water

Developmentandmaintenance of water supply plants in the Kep, Ta&ed Pailin province
Improvement in sewage systems of Phnom Penh city

5. ECONOMIC CORRIDORS

Poi Petc Bavet Section

Thedevelopment of thePoi Pet; Bawet economic corridasffersthe followingkey advantages

It would lead tothe much required upgradationof connectivity between the financial hub of
Cambodia i.e. Phnom Penh and the tourism hub of Siem Reap.
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I The corridorcan| provide a quicker mode for transportation of Cambodian products to South
Asia (including India) , Middle East and the Europe thradglei port bypassing the congested
Straits of Malacca

Poi Pet Bavet Section of the Mekong India Economic Corridor

LAOS

THAILAND

PoiPet(CAMy ——— _ Py

-
-
-
~

~~~~ Mekong- India
\\\Economic Corridor

CAMBODIA

/
1S /
N | !\
| N
l. d‘~\ \\

~ \
Phnom Penh b \

VIETNAM

KrongBavetcam)

| Poi Pet¢ Bavet Economic Corridor contains diverse growth nodes and associated hubs of
tourism and finance. The influence arefthis corridor would include the following provinces:

i. Banteay Meanchey Province
T This province borders Thailand on the west. There is a significant volume of import and
export goods that pass through this province and thus it could be attractive toaeeel
dry port at Poi Pet. This province has abundant mineral deposits of iron ore and marble
and offers good potential for industrial development.
i. Siem Reap Province
I The Siem Reap Province is the most popular tourist destination in Cambodia. It has the
UNESCO World Heritage site Angkor Wat as well as many other historical as well as
cultural sites. The province offers potential as a tourist hub through development of an
integrated tourist complex comprising amusement parks, hotels, adventure and cultural
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activities. The province also has a wadlveloped transportation network, and is
currently the second economic hub in Cambodia after Phnom Penh.
ii. Kampong Thom Province
I This province is rich in natural resources, has a fertile land and an abundant supply of
water. The region has significant production of agricultural products such as rubber,
cashew and rice. This region offers potential for development of rubber plantations and
establishment of rubber based industries.
iv.  Kampong Chan Province
I The Kampong Chaprovince is predominantly agricultural, focusing on production of
rice and rubber. This region also displays potential for development of rubber
plantations and establishment of rubbéased industries.
v.  Phnom Penh Municipality
I Phnom Penh is the capital gibf Cambodia and has played a key role in the economic
development of the country. The infrastructure in the city has been rehabilitated and it
now has a developed transportation network. The city has Phnom Penh SEZ with focus
sectors including food prossing, agro processing and metal processing. Other than the
SEZ, the city also has a vibrant garment sector.
vi.  Prey Veng Province
I The Prey Veng province has a rich supply of sand through the Mekong River. Thus, it can
provide river sand for the constructionndustry. It also displays potential for
development of fisheries and food processing industry.
vii.  Svay Rieng Province
I This province is well developed, owing to its proximity with Ho Chi Minh City in the
neighbouring Vietnam. It has 3 SEZs, the Manhattan BitSeng SEZ and the Dragon
King SEZ. It is a hub for light manufacturing industry of garments, shoes and bicycle
assembly. The region is also emerging as an educational hub.

The following are the growth nodes proposed for the region

| Poi Pet¢ Focus on dveloping an industrial zone in sectors: agro processing, food processing,
garments and textile

|  Kampaung Chang Focus on development of a greenfield industrial zone in rubber processing,
agro processing, food processing, garments and textile industries

| Siem Reapg Tourism hub, having a focus on development of an integrated tourist destination

having multiple attractions for tourists, such as development of amusement park.

From a developmenperspective and with a view to gain goodwill for India, the foliog infrastructure
could be created:

| Roads:The current road infrastructure connecting the two key cities of Siem Reap and Phnom
Penh is of poor quality and there exists an opportunity for the development of an expressway.

| Railways:A railway line is propsed for development to connect the cities of Poi Pet and Bawet
which can be developed as part of this corridor.
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6. INVESTMENT POLICY

Investments in Cambodia are administered by the CDC, which is a one stop entity for obtaining
authorizations required formlnvestment Project and coordination with the Ministry of Commerce.

6.1.

6.2.

6.3.

Framework for Investments

The only approval required for an investment is the Final Registration Certificate, which is given
to a project

The CDC acts on behalf of investors iordinating with ministries for approvals

The Law on Investment governs the licensing of investments

Investments lesser than US$ 2 mn are handled by the ProvMaiaicipal SuBCommittee

Only certain sensitive investment projects are referred to the Ministoespproval

Approval Process

An application is made to CDC in the form of an Investment Proposal

The CDC issues conditional registration certificate or states the reasons for rejections through a
letter of nornrcompliance within 3 working days

The CDC dhins all licenses on behalf of the applicant from all relevant ministries within 28
working days

The CDC issues a final registration certificate to the project, after which all project activities can
commence.

Policies Favourable for Investment

There eist favourablepolicies for investments falling under certain categories:

—) —) m—) m—) m—) —) —)

6.4.

The projects can apply for tax breaks or apply for use of special depreciations.
Up to 9 years of tax holiday can be availed on profits

A depreciation of 4fercent can be claimed o certain assets

Import duty waiver can be claimed for a project

100percentexemption can be claimed on export tax for certain projects

The governmentioesnot fix price or fee for products or services of a project
Nationalization policy that would advesly affect private propertieare discouraged

Foreign Investment Policy

Foreign investors are allowed to make investment either in the form of a wholly fooiged
enterprise, or partlyowned, or in the form of a joint venture withlacalprivate or public entity.
A foreign investment project is not discriminated against benefits such as tax incentives
All sectors open to Cambodian investors are open to foreign investors

A maximum of 4Percent foreign ownership is permitted in holding of land
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C LAO PR

1. COUNTRY ANALYSIS
1.1. Geography

Lao PDR is a landlocked country located indéetre of Southeast Asia. Its longest borders are with
Thailand to the west and Vietnam to the east; it is also bordered by China to the north, Cambodia to the
south and Myanmar tahe northwest. The country stretches 1,7@lometres north to south and
between 140 to 50&ilometresfrom east to west.

The land area is approximately 236,800 °*kand is mostly mountainous, with 68 percent forest
coverage. The Mekong River forms a lapget of the Lao PDR border with Thailand. With a population
of about 6.8 million in 2013, Lao PDR is the second least populated countryASEAN Seventythree
percent of the population lives in rural areas.

Lao PDR is divided into 16 provinces amehdane, its Capital which is located on the western side of
the country on the Thai border. It is the centre for business and government and has a population of
725,820. Savannaket is the largest city of the country, with 858,582 inhabitants. Othericiiade
Luang Prabang in the north and Champasak in the south.

1.2. Political

TheLaot S 2 LRe®MtinaryParty(LPRP) expected taontinueto dominatethe political scene.
Although there is a National Assembly (NA, the legislature) election dueilr28p8, Laos is a orgarty
country. The Council of Ministers is the highest executive body; the-chegrmen of the council
(deputy prime ministers) oversee the work of ministers; all members of the council are appointed by the
chairman of the Counailf Ministers (the prime minister)

1.3. Macroeconomicanalysis

Lao PDR is among the poorest countries in
the region, and along with its neighbours
Cambodia and Myanmar, is among the
O2dzy iNASa 2y GKS | bQa
DevelopedCountries The country is ranked
133% out of 182 countries on the UNDP
Human Development Index.

Share of Sectors in GDP of Lao PDR

2F [ St

Inahustry
s

A sectorwise analysigevealsthat GDP in
Laosis largely driven by the services sector
with a 41.3 percent share, followed by
industry with a share of 3@ percent, with
agriculture, huntng, forestry, and fishing,

Page |46



of¥osw =
EXIM BANK

EXPORT.IMPOAT BANK 0F INDIA Project Development & Facilitation Framewo@pportunities in Trade & Investmefdr Indiain CLMV Countries

constituting the remaining26.7 percent.Driven by mineral exports, investments in hydropower, and
NA&AY3I St SOGNRAOAGE SELRNIAaz [|2 t5wQa SO2y2Yé KI &
continued during the gloda SO2y2YA O ONR&AA&AD [ 2 t5wQa NBIf D5
compared to 8 percent recorded in the previous year. Despite weakness in the global economy, real GDP
growth of Lao PDR was supported by moderately strong economic expansion on the gartmain

trading partners in the region namely, Thailand, China and Vietnam. In 2013, economic growth of 8.20
percent was supported by expansionary fiscal and monetary policies.

A 2. oA

[F2 t5wQa NBFf D5t 3INRBgOGK A& Siblidswith Bdrecdvery iNtBeO2 &S NJ
Thai economy. Average consumer price inflation is expected to moderate to 3.2 percent in 2015.
Although strong inflows of lending and foreign investment will continue to support the value of the Lao
currency Kip in 2015, éhcurrency is expected to depreciate gradually. Trade deficit is expected to
widen in USlollar terms, albeit not as a proportion of GDP, while changes in global monetary conditions

will boost the US dollar in 2015.

Macroeconomic Snapshot of Lao PDR

7.5 8.1 8.0 7.9 8.2 7.5 7.8
5.6 6.9 8.2 9.2 10.0 10.8 11.9
0.0 6.0 7.6 4.3 6.4 7.5 7.5
6.3 6.4 6.5 6.7 6.8 6.9 7.0

-21.0 -18.2 -15.2 -28.4 -29.5 -27.3  -23.7

48.1 41.0 36.0 33.6 - - _
609 703 741 799 636 - S
e: estimates; f: forecast Source: EXIM Bank Research
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2. TRADE &NVESTMENTS

21. [l 2 t5wQ& aSNDKI

y RA a SGradug:l Imga.seﬁ I\%rcahandise Trade of Lao PDR

| Total trade of Lao PDR grew mor u Export(US$bn)  mImports(US$bn)  m Total Trade (US$ bn)

than sixfold, from US$ 1.4 bn in
2004 to US$ 9.3 bn in 2013. Exports 8

of the country increased to US$ 3.
||
.ua-i

bn in 2013 from US$ 0.4 bn in 200
2005 2006 2007 2009 2010 2011 2012 2013

9.3

witnessing a CAGR of 21.5 percent
[F2 t5wQa SELRN
mainly comprised copper an
articles (21.4 percent of its glob
exports), mineral fuels, oils an
distillation products (19.4 percent),
wood and articles of wood (16.6 percent), ores, slag and ash (15.1 percent), arldsadi
apparel (8.5 percent). Thailand was the principal export destination of Lao PDR, accounting for
43.7 percent of total exports in 2013, followed by China (32.8 percent), India (3.6 percent),
Japan (3.2 percent), and Germany (3.0 percent).

—_—)

Source: ITC; EXIM Bank Research

Key Export Destinations at Lao PDR [2013: US$ 3.1 bn] Key Export Items by Lao PDR [2013: US$ 3.1 bn]
Articles of
Japan apparel,
3% accessories, not
knit or crochet
Germany 10%
3%
O Source: ITC; EXIM Bank Research
Source Countries for Imports by Lao PDR [2013: US$ 6.2 bn] Key Import Items by Lao PDR [2013: US$ 6.2 bn]
India Articles of iron &
% steel
4%
Japan
2%
South Korea
3%
Source: (TC; LXIM Bank Rerearch Source: ITC; EXIM Bank Research
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2.2. Trade with India

| Bilateral trade betweernndia and Laodecreased sharply by 46pércentto US$ 89.3 million in
201314, from US$ 167.6 milionin204ko @ ! & | NBadzZ 4> LYRAIFI Qa GNIR
with Laos during 20223 turned into asurplus of US$ 10.5 million in 2013.

| In2013wnX LYRAIFIQa&a SELRNIa (G2 [2& AYyONBlIasSR o6& 11
in the previous year, supported by increase in the exports of meat and edible meat offal and
vehicles. Meat and edibley S G 2FFLf H6SNB LYRAIFIQ& YI@2N SEL
I 002dzyiAy3a F2N onodopr 2F LYRAIFIQ&a G2GFf SELRNIA
than railway (27.2%), electrical and electronic equipment (14.1%), articles of iron or stegl (8.7%
machinery and instruments and pharmaceutical products (3.5% each) and residues and animal
fodder (3.3%).

| LYRAFQa AYLRNIA& FNBY [ 234 -1B®OSER0.4rKn, H#oIUSEI & 0 &
138.6 million in the previous year, mainly driven biakhin imports of ores, slag and ash. Ores,
slag and ash wady faZ L yYYRAIYQEA YLI2 NI AGSY FNRY [F24X | 00+
total imports from the country in 20:34. Other major items imported include wood and
articles of wood (1.1%) andibbber and articles (0.4%). During the period ANlvember 2014
MpE LYRAFQ& SELRZNILA& (2 ygatoByeartdt YSSMBI ndill®ig wher | NLI &
4 LYRAFQA AYLERNIA FNRY [2&a AyONBIFaSR G2 ! {bp
the corresponding period of the previous year.

2.3. Foreign Investments

| As per DI Intelligence databasdetween January 2003 and December 2014 a total of 147 FDI
projects were recorded in Laos. These projects represented a total capital investment of US$
9.56billion, which implies an average investment of US$ 65.00 million per project.

|  The largest number of projects was announced in 2008, with 21 projects that year. Average
capital investment peaked in 2009, while average job creation peaked in 2006.

| Out of atotal of 27 sectors, the top five accounted for the majority of projects. Financial
Services was the top sector accounting for one quarter of projects tracked by fDI Intelligence.
Project volume in this sector peaked during 2014, with nine projects. Qtiggor sectors
attracting investments included food and tobacco, metals, rubber, business services, and
alternative/renewable energy.

| Vietham was the top source country accounting for almost-timiel of projects during the
analysed period. Project volume this source country peaked during 2008, with 13 projects.
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FDI projects by sectors in Lao PDR
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Source: fDI Intelligence; EXIM Bank Research

FDI trends by source country

Source country Capital

_ projects | companies| investment

(US$ m)
s w2080
2 19 162300
55 3 so200
2 w0 112w
o om 26740
5 8 113790
A TP
s 1 21.10
s 3 2090
2 2 #6.10
14 1 109410
Total |

127

T India is ranked 8in FDI in Laos withtotal of 33 projects andnvestments of US$ 161 million in
2011-12. Some of the major Indian Investments in Lao PDR include:

0o The HSMM Group has invested US$ 13.8 million in Agarwood plantations and two
factories in Vientiane and Xaysomboun, Vientiane province. It has invest8@QE000
in iron ore mine in Sekong province in partnership with Mineral Enterprises Limited, and
an investment of US $ 100,000 in iron ore mine in Khammuan province.

0 The Lao SPG CMC Mining Company Limited, a subsidiary of GIMPEX India, obtained a
license for an iron ore mine in 2008, with a commitment to invest US$ 10 million, out of
which US$ 7.7 million has been spent. This is a 200 hectareieomine at Ta En
village, Viengxay district, Samneua province. As of March 21, 2011, the mine has

Total
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