
Out of the 215 deals in the ASEAN energy and resources sector 
completed from 2012 to 2015, more than half involved the 
divestment of business assets or energy holdings. In 2015, 
divestitures accounted for US$4.7bn worth of ASEAN energy  
and mining deals (Figure 1). Further analysis indicates that  
14% of these divestitures were motivated by varying degrees  
of distress or a general need to refinance and restructure. 

Energy and resource opportunities
Such asset sales could be driven by smaller independent Asian 
oil and gas service providers that are overleveraged and starved 
for capital. This is particularly true of those companies that do 
not have government support similar to that which is enjoyed 
by state-owned national energy producers. Possibly unable 
to pay for upkeep of infrastructure and equipment, as well as 
operational costs, independents may lack sufficient cash on the 
balance sheet to service debt. Ancillary service providers, such 
as coal mining contractors, and offshore oil and gas service 
providers, are often hit faster and harder than front-line mining 
and exploration companies, as their fixed costs are higher as a 
proportion of their total costs.

International energy majors operating in the region have 
not been immune to the sharp fall in oil prices. Slowing 
regional growth has been compounded by regional currency 
depreciations, China’s devaluation of the yuan, anticipation 
of higher US interest rates, and a sharp decline in global 
commodity prices. This combination of factors could catalyse 

ASEAN energy and resources sector
Distress, divestitures and M&A opportunities

Times are becoming tougher for energy and resources companies around the world. Those across the 
Association of Southeast Asian Nations (ASEAN) region have been particularly hard hit as the plunge in 
oil prices, the ongoing slowdown in China, and the related decreasing demand for energy and natural 
resources shock the bottom lines of local and international energy majors operating in the region. 
Struggling energy giants and smaller players alike are selling assets and stakes in energy blocks to raise 
capital in an illustration of the growing strains affecting the industry, producing some buying opportunities 
for regional and foreign investors. 

Source: This graph and all subsequent graphs use proprietary Mergermarket data 
and intelligence.

an asset selloff in Southeast Asia, or at the very least, result 
in some unexpected assets coming onto the market. Valuation 
disconnect between buyer and seller, however, may make it 
difficult to close deals going forward.
 
In September 2015, ExxonMobil Indonesia sold its interests 
in the North Sumatra Offshore block to national oil company 
Pertamina for an undisclosed amount, citing the low crude 
oil price and currency volatility. Other energy majors are likely 

Figure 1: ASEAN energy and mining divestitures (2012-2015)
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to follow suit after re-evaluating assets, operating needs and 
financial objectives. In August 2015, ConocoPhillips said it would 
divest assets in the Natuna Sea, part of an ongoing selloff of 
its Indonesian holdings over the past year. Such sales have led 
deals for oil and gas exploration and production assets to see 
the largest totals in the energy and mining sector, accounting  
for 28.8% of deal volume and 30% of value since 2012 (Figure 2). 

Drivers: Debt and overcapacity
Across all sectors, Southeast Asia’s 100 biggest listed 
companies by assets had accumulated US$392bn worth of debt 
as of June 2015, a sixfold increase since the Asian financial 
crisis in 1998, according to Bloomberg. This has given rise 
to concern over default risks. Debt loads as a proportion of 
assets have risen to 31.7% from 29.5% in 2010, and struggling 
energy producers in particular are turning to debt issuance as 
opposed to selling equity. Marc Lasry, CEO of Avenue Capital 
Group, the New York headquartered hedge fund, told Reuters 
that by his estimates, distressed debt in energy ballooned from 
US$100bn to US$250-US$300bn during the course of 2015.

In Southeast Asia, 2015 saw a few energy and resource 
heavyweights pile up their debt loads. Malaysian state-owned 
oil and gas company Petronas made the second-biggest 
corporate dollar bond offering in Asia in 2015, raising US$5bn 
in its efforts to increase oil investments in its strategic search 
for opportunities with value growth in ASEAN, possibly in 
exchange for the divestment of non-core assets that offer little 
value or growth elsewhere. In the Philippines, the debt-to-
EBITDA ratio for fuel retailer Petron Corp. expanded to 10.6 
times from 5.4 in 2010, according to Bloomberg.

At the height of regional demand and of China’s double-digit 
growth rate, many energy companies grew by way of debt-
funded expansion, raising debt that was sometimes in foreign 
denominations and at the mercy of foreign exchange rates. 
The attempt to keep up with inflated demand has resulted in 
overcapacity in the sector, with oversupply of offshore support 
vessels (OSV), equipment and services, some of which require 
further funding or upkeep at a time when production is being 
scaled back and contracts renegotiated or terminated. Singapore-
based OSV operator Otto Marine is one such company facing 
these issues: it posted a loss of US$5.5m in Q3 2015.

Opportunities in alternative energy
Southeast Asia has seen increasing awareness and global 
concern over environmental protection and resource 
conservation. Out of all energy and mining M&A transactions  
in the region, a significant 18.1% of deals from 2012 to 2015 
were in alternative energy, contributing to 7.5% of total value.

However, where demand for natural resources remains high the 
focus on alternative energy is not likely to pose an immediate 
threat to the ASEAN region’s production and investment in 
fossil fuels. The region’s biggest challenges in developing its 
alternative energy market include its ability to generate the 
financial wherewithal and political will to develop or source 
the technological know-how that would enable the ASEAN 
countries to compete not only within the region, but also on the 
global stage. As demonstrated by the recent bankruptcy of Wuxi 
Suntech, a Chinese solar panel manufacturer, much of the cost 
in exploring, harnessing or generating renewable power lies in 
the massive outlays in infrastructure and overheads.

Malaysia: Energy security through diversification
Malaysia is the top target ASEAN member country for energy 
and mining M&A in terms of value, accounting for 29.3% of total 
value and 12.6% of total volume from 2012 to 2015, grossing 
US$10.9bn from 27 deals (Figure 3). It is the third-largest energy 
consumer in Southeast Asia and a major liquefied natural gas 
(LNG) exporter. Some of the key challenges it faces include 
the reduction of subsidies and the diversification of its power-
generation mix in order to ensure energy security. 

Figure 3: ASEAN energy and mining M&A by target 
geographies (2012-2015)
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Figure 2: ASEAN energy and mining M&A by target subsectors (2012-2015)
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Q: What is the state of the distressed investing market in 
ASEAN? What are the main legal challenges for investors?
The distressed investing market in ASEAN is complex, 
as there is a very diverse mix of jurisdictions across the 
region. For instance, Singapore has an advanced insolvency 
regime that provides a high level of certainty of outcome 
in these situations. In the region’s emerging markets, 
such as Indonesia, these regimes are less developed, and 
jurisdictional court systems can be less sophisticated when 
dealing with complex issues relating to indebtedness and 
security, where the outcome of an enforcement or insolvency 
process can be very unpredictable. Therefore, in order to ensure 
that the realisation plan relating to any distressed investment 
has the best possible chance of success, it is important to 
have a good grasp of the legal framework for enforcement 
and insolvency in the specific jurisdiction in question. 

Q: In light of worldwide attention on climate change, 
what does this spell for traditional energy companies in 
the ASEAN region? Is there value in acquiring distressed 
companies or assets in the fossil fuel space?
Over the long term, fossil fuel investments will become less 
attractive as ongoing climate talks and commitments to reduce 
emissions reshape the investment landscape and impose 
additional costs, such as carbon pricing, on businesses in 
the fossil fuel space. That said, however, global demand for 
energy, which is estimated by the International Energy Agency 
to double by 2050, cannot be solely met through renewable 
energy. Accordingly, there remains value in investments in 
the fossil fuel space today, but investors should do so with the 
clear recognition that such investments are likely to have a 
higher break-even cost, and a lower profitability margin, than 
previously enjoyed.
  
Q: Where is the ASEAN distressed debt and insolvency 
market headed in 2016 and beyond?
Significant opportunities for distressed investors are going 
to arise over the next few years, driven by a combination 
of overleveraging, slowing growth, and local currency 
depreciation against the US dollar. Although not limited 
to a single sector, challenging times are particularly 
prevalent among companies with significant offshore 
US dollar borrowings that are affected by continuing 
depressed commodity prices. Clifford Chance is already 
active on a number of mandates in the natural resources 
sector, particularly mining in Indonesia and oil & gas 
regionally, and we anticipate that this will continue with 
more distressed situations coming to market. We have 
also seen financial stress in related industries, such as 
mining services, offshore marine service providers, and 
petrochemicals, and there are ongoing challenges in 
certain segments of the shipping industry which have not 
yet been entirely resolved. 

Assessing opportunity and 
risk in ASEAN energy deals

Clifford Chance Partner Andrew Brereton and 
Counsel Sze-Shing Tan discuss the trends 
shaping the market in Southeast Asia as rising 
levels of stress spread in the energy sector.

Figure 4: ASEAN energy and mining divestitures by target 
geographies (2012-2015)
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1Malaysia Development Berhad (1MDB), a Malaysian state 
fund set up by Prime Minister Najib Razak to focus on strategic 
development projects in energy and a few other areas, has 
been exposed to a host of risks. These include default risk 
stemming from missed payments for the US$11bn of debt it 
owes to banks and bondholders and key man risk arising from 
a corruption probe into the management personnel of the fund. 
This has led to assets being put on the market, dampening 
potential investors’ confidence and willingness to invest. The 
beleaguered fund has been criticised for lacking transparency 
in management.

Indonesia: Coal and corruption
A number of Indonesian energy and resource companies are 
showing signs of significant financial strains or have already 
fallen deeply into distress. PT Berau Coal Energy made a 
distressed exchange for US$950m of dollar bonds in July.  
Both PT Berau Energy Tbk and PT Bumi Resources Tbk have 
filed for court protection from legal action by creditors after 
missing payments on a combined US$1.8bn worth of debt.

Since 2012, the country has accounted for the largest 
percentage of energy and mining deal totals by volume for the 
ASEAN region, with 30.2% of deal volume. This was partly driven 
by the number of divested assets coming to market. In total, 
Indonesia accounted for 28.6% of divestitures in energy and 
mining assets by deal volume and 15.9% of deal value (Figure 4).

Would-be investors need to recognise that the level of 
technology available is not as advanced as in developed markets, 
giving rise to the risk of potential acquisition targets having 
outdated infrastructure or lacking technological and operational 
know-how. In terms of regulatory and political risk, disclosure 
laws are comparatively under-developed and often inconsistently 
enforced in the country, which was ranked 107 out of the 175 
nations and territories on a Transparency International index 
that measures perceived corruption in the public sector.



Regulatory risk needs to be taken into account when assessing 
a potential investment, since uncertainty regarding changes in 
law and timelines for such changes can stall a deal or derail an 
investment post-transaction. Indonesia’s draft oil and gas law 
is one such piece of legislation which, once passed, will have a 
wide remit encompassing both upstream and downstream oil 
and gas investment regimes.

Philippines: Harnessing hydropower
The country’s natural assets lie in the renewables arena as the 
country holds considerable untapped hydropower, generating 
large potential for foreign inbound investment willing to bring 
in advanced technology and operational know-how, along with 
the funds needed to set up large-scale renewable harvesting 
and production. Nonetheless, renewables have been slow in 
gaining traction, due in part to hefty overhead costs required to 
build the infrastructure necessary for harnessing or generating 
renewable energy. 

Good buys or risky bets: Private equity and foreign capital
While corporate investors may face capital constraints in 
acquiring assets in a low oil and commodity price environment, 
private equity firms are often less fettered by such restrictions. 
Private equity heavyweights such as Blackstone, Warburg 
Pincus, Carlyle and Riverstone have raised funds to invest in 
resources and energy, which is a possible harbinger of further 
interest as these firms enter buy mode. 

Inbound interest has previously seen capital entering the ASEAN 
energy space from corporate and private investors from Japan 
and the United States and it will be interesting to see if this 
continues in 2016 in the current oil price climate. Investment 
in the ASEAN energy space also offers bolt-on acquisition 
opportunities, sometimes through the sales of non-core or 
distressed assets. For example, Japan-based ORIX Corporation 
recently acquired a 20% stake in Philippines-based Global 
Business Power Corporation, which operates diesel fuel and 
coal power plants, for US$164.7m.

The major challenges of investing in the region include making 
an accurate valuation, as well as engaging in thorough pre-
transaction due diligence and risk mitigation or management. 
Investors need to evaluate the target’s ability to capitalise on 
local suppliers and distributors while meeting international 
standards in terms of quality assurance, and make a choice 
amongst using existing operating procedures and know-how, 
making developments and improvements to existing procedures, 
and overhauling and replacing operational processes with 
imported ones.
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