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A BEIMONTHLY SURVEY OF SOUTHEAST ASIA

ISEAS MONITOR is a soqolitical survey of Southeast Asia which examines current events to

identify trends in specific countries and in theder region.E-mail: monitor@iseas.edu.sg
THE REGION: Geopolitical Overview

As 2015 draws to a close, Southeast Asia continues to confront the reality that economics

and China remain front and centre in regional geopolitics

Despite the different size of its footprint in the various countries of Southeast Asia, China will
remain a source of concern. Fears of a significant deceleration in Chinese growth have rocked
financial and commodity marketdopes that monetary and fiscimuli will allow China to

keep its 2015 growth target ofO7percent within reacmotwithstanding a slowing global

economy represents a subst anhuidiadproedi.al | enge t

The process of ratification of the recently finaliZBéinsPacific Partnership (TPP) will now

begi n. The TPP embodies the economic backbo
Api vot 0 isarespanse o tha msdof the chief rival of the United States in the region,
China. That laer power reresents, in contrgghe major force behind the proposed Regional
Comprehensive Economic Partnership (RCEP).

Against the backdropbove policy-makers in the region remain focused on when and by how
much the US Feder&eservewill raise interest ratesSuch a hike is likely to trigger risén

rates around the world@Vith slowing global growth, these rises will inevitably have political
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Observers of regional geopolitics will closely watch both the conduct and degree of acceptance

of this monthoés elections i n |obhgllangefaced by nd t h
Malaysian Prime Minister Najib Razak. Theseelepments represent barometeos only of

the direction of reforms in the two countries but also of the possibility of political change in a
regionin which domestic politickas preseetd a decidedly mixed picture in recent years

THE REGION: Economic Overview

The economies of Sout heast Asia are suffer
Progress onthe TPP shouldinspire members of the RCEP to conclude negotiationgn

that latter agreementb e f or e year 6s end.

The International Monetary Fund (IMF) has cut its global growth forecast for 2015 to 3.1
percent, down from 3.4 percent last year. This cut reflects three major factors: the fall in global
commodity prices;aant i ci pated hi ke in US interest rat
into an economy powered by domestic consumption and services rather than exports and

foreign investment.

The | atter process of restruct isrgiowmtgratdhhas af f €
steadily declined in the past five years, and it is likely to struggle to meet its official growth
forecast this year. The restructuring has also had an adverse effect on the economies of
Southeast Asia, which are closely linked torChi 6 s . The | MF has pared
estimates for the economies of Southeast Asia, with the exception of those of Laos, Myanmar

and Vietnamln particular, the outlook for the economies of Indonesia, Malaysia and Singapore

is extremely hazyln the log r un, however, Sout heast Asi a
restructuring, as labodntensive manufacturing activities shift to the region. Not only are

labour costs lower in most of Southeast Asia than in China, but the region is also well connected
totheht t er country. I1Its firms are thus well po

supply chains and booming consumer market.
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Negotiations on the TrafRacific Partnership (TPB) the largest regional trade agreement in
history, involving twelve AiaPacific countries that account for 40 percent of the global
economyd have been concluded. The agreement is expected to be signed during the next few
months and ratified over the course of the next two years. Observers predict that it will generate
massive growth opportunities for its members, which include Brunei, Malaysia, Singapore and
Vietnam. Progress on the TPP should inject a fresh sense of urgency into the negotiations on
the Regional Comprehensive Economic Partnership (RCEP), a rival regameabigreement
centred on ASEAN and its trading partners. Negotiations on the RCEP ought to conclude by
year 0s end a n-mkeededbsostifot theieconomiesnoliSoutheast Asia.
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Real GDP Growth in Southeast Asia and Selected Asian and Develodecbnomies (yeaf

on-year percentage changes)

2012 2013 2014 2015 2016
Brunei 0.9 2.1 -2.3 -1.2 3.2
Cambodia 7.3 7.4 7.0 6.9 7.2
Indonesia 6.0 5.6 5.0 4.6 51
Lao P.D.R. 7.9 8.0 7.4 75 8.0
Malaysia 55 4.7 6.0 4.7 45
Myanmar 7.3 84 8.5 85 84
Philippines 6.7 71 6.1 6.0 6.3
Singapore 3.4 4.4 2.9 2.2 2.9
Thailand 7.3 28 0.9 25 3.2
Vietnam 5.2 5.4 6.0 6.5 6.4
ASEAN-10 Average 58 5.2 4.8 4.8 55
China 7.7 7.7 7.3 6.8 6.3
India 51 6.9 7.3 73 7.5
United States 22 1.4 24 2.6 2.8
Japan 17 1.6 -0.1 0.6 10
European Union -0.4 0.2 15 19 1.9
World Average 3.4 33 3.4 31 35

Source: IMF, World Economic Outlook Database, October 2015.

ISEAS MONITOR | A BI-MONTHLY SURVEY OF SOUTHEAST ASIA | ISSUE: 2015 NO. 6



ISE“E YUSOF ISHAK ISSUE: 2015 NO.6
INSTITUTE

ManufacturingPurc hasi ng Managerso6 I ndices of Key Ecc¢
July August September
Australia 50.4 51.7 52.1
China 50.0 47.3 47.2
Euro Area 524 52.3 52.0
India 52.7 52.3 51.2
Indonesia 47.3 48.4 47.4
Japan 51.2 51.7 51.0
Singapore 497 49.3 48.6
South Korea 47.6 47.9 49.2
Taiwan 47.1 46.1 46.9
United States 53.8 51.1 50.2
Vietnam 52.6 51.3 49.5

Sources: Australian Industry Group, Hongkong and Shanghai Banking Corporation, M&r&itomics, and
Singapore Institute of Purchasing & Materials Management. The Purctidsinga ger s | ndex ( PMI)

economic bellwetheBased on surveys of selected companiesgivanindicatorsi employment environment,

inventory levels, new orders, production, and suppl@iveriesii t i s an indicator of the
heal t h. Becaus e oohnecteth ealuahains, |the &8Il pérforgande yof advanced countries
provides a good forecast8fo ut heast Asi abs economic health. A PMI r

themanufacturing sector from the previous month. A reading under 50 indicates a contradtoayedding at

50 represents no change.
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CAMBODIA

The ruling party will continue severely squeeze the opposition. Cambodia is graduating

from a low income to a lower middle income country.

Toward the year end, high politics will likely prevail. Theiruig Cambodi an Peopl
(CPP) will likely fiercely continue to suppress the opposition Camiddimnal Rescue Party
(CNRP).

In the indirect CPP attempt to damage the opposition ahead of the local election in 2017 and
national election in 2018, CNR#?esident Sam Rainsy may be imprisoned. As usual, CPP will

likely punish Sam Rainsy using the weak court system under its dominance and such an
unjustified and fake reason as Sam Raingsyaos

Senator Hog Sok Houmwho has been jailed.

CPP, will likely further weaken the opposition, and likeminded groups such as (environmental)
activists on other fronts. Two events bear watching. One is the possible enactment of the draft
Law on Telecommunications, which has beppraved by the Council of Ministers. While the
government defended that the law would ensure proper regulation and monitoring of the sector,
critiques argue that the law, when passed, would become a government tool to centrally control
over Ca mbroetdanatélecomimonic&ions. Two is CPP is observed to be supporting

a new political party, the Khmer Power Party (KPP), an attempt viewed to dilute support for
the opposition. Given the recent and | ikely

donor community, especially the United State of America and the United Nations, may have

reactions and interventions on the regi me. W
to be gen.

Economically, attenti on monfdmtaloly mcomesto adowerh e Ca
mi ddl e income country in the New Year. The

National Income per capita would reach US$1,096 toward the end of 2015, exceeding the

UD$1,045 which is the threshold for a country taiatia lower middle income status.
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INDONESIA

Assessments of Jokowi 6s f largely hegagive.dHe mustselypr es i d
on the reshuffling of his cabinet to boost his popularity.The effectiveness of government

measures to stimulate thesluggish economy remains to be seen.

One year intadhe presidency of Joko Widodo (Jokowi), his popularity rating has enjoyed a
bounceupto 50 percent. Neverthele$s continues to struggle to fulfil promises of clean and
efficient government. The implemtation of his infrastructure and ppmor plans has suffered

from poor coordinatiothothamong ministries and between the central and local governments
The governmentds economic nationalisisdme al so
needof foree gn i nvest ment . I n the meanti me, t he
institution, the Corruption Eradication Commission (Komisi Pemberantasan Korupsi, KPK)

continues with great damage to the prestige and respect that it once enjoyed.

Public opinionreflecsJ o k owi 6 s struggl es. I ndonesians | u.
economy,the faltering rupiah rising unemploymentthe high price of food staples and the
government 6s sl ow response thayard shtsfiechwithie cr i s |

decisiveness regarding the death perfaltgonvicted drug traffickers.

While afurthe® and perhaps higheémpact c abi ne't reshuffle may bo
popularity, improved coordination among ministries will be required to support this leshuff

The smooth conduct of natiamide elections for regional leaders in December should be a
high priority, as s ho tuithéreforistowveakentheoKPK. heck par

The government has recently released a fourth economic package, which aims to prevent
massive layoffs in addition to those that have already struck the textile and garment sectors.
Labourintensive industries are facing significant pressures, as expomtg slod the weak

rupiah drives production costs up. The new stimulus package seeks to provide financial support
to small businesses, expantiented businesses in particular, and to assistolfiidmployees

in opening their own businesses. This economitkpge has also introduced a formtda
determine lte minimum wage through referento existing wage rates addta on inflation

and economic growth. The goakesbringmore certainty and efficiendp businessethanthe

long and complex tripartite negi@@tions over minimum wagdad permitted. Additional

economic packagdseing introducedh the coming months remain the issue to watch.
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MALAYSIA

The Najib government will continue to struggle with thefall -out of the 1IMDB scandal. It

has limited scope taact to improve theworrying state of the national economy.

As of September 2015, Malaysian authoritied herested or charged more than 80 people
under the Sedition Act, the Peaceful Assembly Act, the Prevention of Terrorism Act and other
oppressive laws. The besieged Prime Minister Najib Razak is expected to continue suppressing
the opposition and criticsncrease arrests, and try to retaimpport through patronage for
UMNO leaders and, in a potentially violent racial cocktail, through the manipulation of Malay

sentiments and fears.

Even before the opposition filed a motion of-canfidence against the pre minister in
October, the speaker of parliament, Pandikar Amaalruled out a vote on the motion during

the current sitting of parliament, which ends on 6 December. It is unlikely that he will allow
the vote in the next sitting. After the attorney gaheejecedthe proposafrom Bank Negara
Malaysia (BNM)to launchcriminal prosecutiomproceduresigainst 1Malaysia Development
Berhad (1MDB), the bank insisted that it had the authority to revoke the permission that it
granted to 1MDB for investmentsmad totalling USD1.83 billion. BNM also issued a
directive to 1MDB to repatriate that amounackto Malaysia. This independent stance could

be the last significant action taken by BNMderGov er nor Zeti Akhtar Az

tenure ends on 30 ApR2016.

Najibhasthechancetna ke use of the governmentods 2016
of the countrydés economic woes: rising infl
flight, diminishing growth, and declining consumer andestor confidence. However, an
unfavourable external economic environment, especially the slowdown of the Chinese
economy, limits the range of measures that Najib can introduce. Spurring domestic demand
will be a major challenge, as Malaysian househeht Has alreadgone beyon®0 percent of

GDP. On the other hand, increasing public spending could result in a deficit that btaache

g o v er n meimposedceiling df 535 percent of GDP.

ISEAS MONITOR | A BI-MONTHLY SURVEY OF SOUTHEAST ASIA | ISSUE: 2015 NO. 6

b

~

C



ISE“E YUSOF ISHAK ISSUE: 2015 NO.6
INSTITUTE

MYANMAR

The results of the general election and whether thewill be upheld will be a source of
much speculation in the coming days. Much work will be needed to reach a nationwide
agreement on ceasefires and peace; it is likely thakiemishes between the Myanmar
armed forcesand nonstate armed groups will continuesporadically.

In a few days, Myanmar citizens vote in the first general election contested by the National
League for Democracy (NLD) in opposition to the militdngcked Union Solidarity and
Development Party (USDP). The consensus is that the NLDwvilk large swathe of seats,
but the question is whether it will win a
citizens centre onvhat will happenafter the election. Will the results be upheld? Will the
military step in? Will the Union Election Commission disqualify elected candidates? Events
immediately after 8 November will be worth watching.

Mid-Oct ober saw the si gni nmgemerftwith eightmeastate armedi d e 0

groups. However, this total represefist overhalf of the 15 groups involved in peace
negotiations with Naypyitaw. While Presidéerttein Seid s ad mi ni st r ati on
deal as a key achievement, it is a far cry from a durable solution. Armed groups along the
Chinese bordewhich refused to sigimnclude the Kachin Independence Army, the Wa State
Army and the Shan State AraNorth, which have the largest militias in the country. This
refusal, the continued fighting ihe regions in which these grougre active and the vagueness

of the ceasefire, disarmament and peace processes clearly demdmsinaedtfor more work
before Myanmar is on its way to nationwide peace.

The World Economic Foruénannual Global Competitiveness Index for 2d¥has ranked
Myanmar among the ten least competitive cdesd at 131 out of 148 in which to do
businessThecountryranked particularlJow on measures of technological readiness, financial
market development, business sophistication, transport infrastructure and elechnicity
particular, the lack of electricitgicts asa bottleneckon developnent Accordingto the 2014
census, fewer than a third of respondents used electricity as their main source of energy for
lighting, and slightly more than twthirds used primarily firewood for cooking. The World
Bank 6 s -freendareaf @S$400 million, agreed uponSeptember this year, will aid in

the National Electrification Plan in ensuring nationwide access to electricity by 2030.

ISEAS MONITOR | A BI-MONTHLY SURVEY OF SOUTHEAST ASIA | ISSUE: 2015 NO. 6

h a


http://topics.nytimes.com/top/reference/timestopics/people/t/u_thein_sein/index.html?inline=nyt-per

ISSUE: 2015 NO.6

THE PHILIPPINES

The approach of the Philippinesdé presidenti

political and even economiaevelopments in the country.

The candidates for the 9 May 2016 presidential elecaoasiow knownbutno clear winner

is yet identifiable The campaigmill be a close thredorse racdetweenstrong candidates

that appeal to different constituenciéhe prospects oMa n u e | AMar 6 Roxas,
Benigno Aqui no 6 sarepicking up in th@pinompolld, wiila theeneophyte

Senator Grace Poe has been the front runner in pofducted duringhe last haHyear.

Finally, current VicePresident Jejomar Binay walse firstto announce his candidaoyhich

he did last year.nl the latest Pulse Asia poll, 26 percent of respondgwuéstheirsupportto

Poe, 20 percend Roxas and 19 percetu Binay.

Senator Miriam Defense®antiago, whalmost won the presidency in 1992, is the fourth
serious candidate. She has no prospect of winning, and her choice of Senator Ferdinand
A Bongbon gas heMamiogonsats likely to alienate many of her urban supporters.
However, if she captusanorethan 5 percent of the votes cast, she ctwaldn a position to

determine the outcome of the race among the threernoners.

The tightness of the presidential election will have an impact on the Philippine economy, the

star performer in maritime Sdgast Asia over the last five years. On the positive side, the
closeness of the race will increase the amount of money spent on the campaign and thus drive
demand in the economWhile Roxasis widely seen as a weak retail politician, an upsurge in

long domant government spendingan be expected o hel p out the ©pres
candidate. On the negative side, the approach of legislative and presidential elections on 9 May
may stall the legislative process outsidevofk onthe 2016 budget, despite tlaege number

of priority bills pending. These bills include the adyinasty bill and the Bangsamoro Basic

Law. Janes IHS even reports a heightened risk of kidnapping for ransom during the election

period. The election season has gobtstarted, and iis already hot and stormy.
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