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A new Myanmar is opening for 
business. As the country in 

Southeast Asia transitions from 
more than 50 years of military rule to 
democracy, foreign investors are taking 
note. Those that have already ventured 
into the market hold a largely positive 
view of Myanmar going forward.  

In a survey of international corporations 
and private equity firms with deals 
done in Myanmar, 40% expect that the 
business landscape will be positive  
for foreign investors in the year ahead.1   
A further 60% say conditions will be 
very positive, noting that sweeping 
political and economic reforms, 
impressive economic growth, and 
enticing demographics make for  
an attractive proposition. 

Foreign direct investment (FDI) has yet 
to reflect this sentiment, declining over 
the last year as investors remained 
cautious in response to regulatory 
changes. Inflows of foreign capital have 
totalled only US$3.3bn in 2016/17 so 
far, falling from US$9.4bn in FY 2015/16 
and US$4.1bn in FY 2013/14, according 
to Myanmar’s Directorate of Investment 
and Company Administration. 

A rebound in FDI could take place in 
2017 as the regulatory environment 
is clarified, particularly given the 
context of Myanmar’s democratic 
transformation following the National 
League of Democracy’s victory in 
parliamentary elections in 2015 and 
the swearing in of President Htin 
Kyaw in March 2016. Political icon 
Aung San Suu Kyi’s active role in both 
domestic and international affairs is 
also driving confidence. Maintaining 

this confidence will be key as the new 
government continues to encourage 
foreign investment, recognising its 
need to develop the economy. 

FDI: Bigger deals ahead
Joint ventures (JV)/Strategic 
partnerships are the most widely 
used form of investment at present, 
providing not just a smooth entry 
into the market but also limiting 
risk by sharing exposure with a local 
partner. While this in itself can increase 
transactional risk if careful due diligence 
is not completed, survey participants 
note that the expertise and guidance 
these partnerships offer can prove 
invaluable to securing investments  
and navigating the sometimes complex 
legal and political landscape. 

The year ahead, however, could see a 
seismic shift in the type of capital being 
deployed. Foreign investors expect that 
investments will involve larger volumes 

of venture/seed capital and expansion/
growth capital. As they mention, an 
emerging start-up scene and growing 
community of entrepreneurs need 
funding to bring their ideas to life. 
The managing director of a US-
based private equity firm states, the 
“government is encouraging private 
investment in entrepreneurial activities 
and is providing tax and other incentives 
for these types of investments.” 

For the country’s small-cap companies 
or mid-tier firms, expansion capital 
could be the key to unlocking market 
growth within Myanmar or even 
regionally into neighbouring countries. 
As these companies expand, they in turn 
could become targets for acquisitive 
strategic buyers. Indeed, investors also 
recognise this possibility as M&A is 
expected to increase substantially as  
the government allows foreign access  
to previously restricted sectors. 

Foreign investor expectations for 2017
• Business conditions in Myanmar will improve significantly for foreign investors
• Venture/Seed investments, expansion capital and M&A to see wider use
• Manufacturing, infrastructure, TMT and consumer industries will provide numerous opportunities 
• Multinational corporations and global private equity (PE) firms to become more active participants 

Which of the following will be the most likely investment type in the year 
ahead for foreign investors targeting Myanmar (select all that apply)? 
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1Corporations and private equity firms were surveyed in November 2016 and are domiciled in Japan, the United States, United Kingdom, Singapore, India, and Hong Kong.
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Opportunity sectors
Untapped and ripe for investment, 
numerous sectors in Myanmar offer 
opportunities for foreign investors 
looking for new growth markets. 

Manufacturing
Opportunities in the manufacturing 
sector offer some of the greatest 
potential returns for investors. As 
rising labor costs in China drive 
manufacturers in search of alternative, 
cost-effective production bases, 
Myanmar is poised to absorb some  
of this demand. The country’s growing 
middle class and increasingly educated 
and relatively cheap workforce provide 
a steady stream of labourers looking 
for jobs. Additionally, its location at 
the crossroads of some of the world’s 
most populated and fastest-growing 
emerging economies give it a strategic 
advantage for manufacturers looking 
for access to Asia. 

With the processing and manufacturing 
industries seen as key drivers of 
economic growth, foreign investment 
will likely find opportunities in the 
sector. Government support is also 
likely as it looks to make the market 
attractive to labour intensive industries. 

Infrastructure and power
According to the Asian Development 
Bank (ADB), only 38.9% of Myanmar’s 
road network is paved, a stunning 
shortfall in one of the largest countries 
in Southeast Asia and one that could 
obstruct overall economic growth. 
Upgrading the country’s weak road 
network is already underway, with 
government plans to build 34,400 km 
of highways over the next 20 years. The 
program will require substantial foreign 
aid, with the ADB estimating US$45bn 
to US$60bn in investment by 2030. 
Investment in the country’s rail and port 
systems will also be needed to boost 
Myanmar’s position as a trade hub 
linking its major economic neighbours. 

Additional power capacity remains an 
urgent requirement as well. Only 34%  
of the population has access to electricity 
and the transmission and distribution 
network remains inadequate. ADB 
estimates that investment requirements 
until 2030 will be around US$27bn to 
US$30bn for generation (adding 12,000 

MW), US$6bn to US$10bn for the 
electricity network and US$6bn  
to US$7bn for rural electrification.

Consumer 
A booming economy and young 
population with rising disposable 
income is making Myanmar’s consumer 
space one of the hottest in the emerging 
world. According to a recent Nielsen 
emerging market survey, the country’s 
consumer sector expanded 15% in the 
past four years, and currently close to 
half of the typical Myanmar consumer’s 
monthly expenditure (47%) is spent on 
food and groceries, household products 
and personal care products. While a 
number of international brands have 
already entered, the market remains 
relatively untapped. More opportunities 
will open up as the populace continues 
to acquire a taste for these brands, 
creating demand for more products 
from regional and global companies.
  
Technology, media and 
telecommunications (TMT)
A mobile market has emerged and 
investment in telecom and technology 
services is still required to meet IT 
service demands. Mobile penetration 
currently stands at approximately 
85%, increasing 78 percentage points 
since 2013, and is expected to reach 
98% coverage by March 2017. Despite 
its short history of development, 
Myanmar’s telecom market is already 
competitive, with several international 
service providers vying for market 
share. Opportunities will be available 
as operators invest in upgrades to 
their existing networks and launch 4G 
services for next-generation mobile 
devices and greater data usage. 

Most challenging sectors
Banking and financial services, 
tourism/leisure, and pharma were 
viewed as most challenging for foreign 
investors. The head of finance and 
accounting at a Japanese company  
says “banking regulations lack  
a sufficient level of transparency”  
and a general lack of maturity in  
the financial services industry means  
there are few opportunities to invest. 

Underdevelopment in the tourism 
industry has likewise been a deterrent. 
To address this, the government has 

Which sectors present the most 
opportunities and most challenges 
to foreign investors (select all that 
apply)?
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formulated an extensive tourism 
development plan set to roll out through 
2024, according to the British Chamber 
of Commerce in Singapore.  

Regulatory barriers have kept the 
pharma space off limits to foreigners. 
However, as the need for greater 
healthcare products and services 
increases, reform could eventually pave 
the way for inflows of foreign capital.
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MHM Yangon Partner Takeshi Mukawa 
and Senior Legal Advisor Ben Swift 
discuss recent changes in Myanmar’s 
investment laws and landscape.

Myanmar’s new Investment Law aims 
to further open the country to foreign 
investment. What are some of the key 
features of this legislation?
The new Investment Law (MIL), enacted 
in October 2016, combines the existing 
Foreign Investment Law of 2012 (FIL)  
and the Myanmar Citizen Investment 
Law of 2013 into a single law to provide 
clarity and equal treatment of foreign 
and domestic investors. 

The new Investment Law also makes a 
number of substantive changes from the 
FIL, of which the two most important are:
1. The scope of projects which require 

a permit from the Myanmar 
Investment Commission (an 
“MIC Permit”) has been reduced 
(although the precise details will be 
set out in a regulation, which has 
not yet been finalised by the MIC).

2. A new category of MIC approval, 
called an Endorsement, has been 
introduced which can be obtained 
by investors through a quicker and 
more streamlined procedure. There 
are two types of Endorsement: one 
will allow foreign investors to obtain 
a 50-year lease over property in 
Myanmar (extendable for two 10-
year periods). The other will allow 
investors to benefit from certain tax 
incentives (the precise details will 
be set out in a regulation, which has 
not yet been finalised by the MIC).

Having an MIC Permit also allows an 
investor to have the benefits of both types 
of Endorsement. These changes should 
resolve one of the key problems under 
the FIL: that many foreign investors 
were applying for an MIC Permit in 
order to obtain the benefits which are 
now available through an Endorsement. 
This previously led to delays under the 

FIL due to the MIC receiving too many 
applications for MIC Permits. 

The MIL also makes a number of other 
improvements from the FIL, including 
bringing the provisions relating to 
expropriation of investments up to 
international standards. In general, 
however, uncertainties remain in relation 
to the implementation of the MIL and in 
particular in relation to the regulations 
which have not yet been finalised. 

What about Myanmar’s new  
Companies Law?
The new Myanmar Companies 
Law (MCL) is intended to provide a 
comprehensive update of the existing 
corporate law, which is based on the 
1914 Myanmar Companies Act (MCA).

The single most substantial change is  
in relation to foreign ownership. Under 
the definition of “foreign company” 
in the MCL, only a company with 
more than the “prescribed ownership 
amount” of foreign ownership will 
be considered a foreign company. 
Companies with less than this level 
of foreign ownership will still be 
considered Myanmar companies (and, 
for example, will be able to own land  
in Myanmar). The level of the prescribed 
ownership amount will be set out in 
regulations (after the MCL has been 
passed), but Myanmar government 
officials have stated that it will be 35%. 

Other changes made by the MCL to 
the law under the MCA are numerous 
and include procedures related to M&A 
and directors’ duties and obligations, 
to name a few. However, the MCL 
(currently submitted to Parliament)  
may be amended before it becomes law.

Is Myanmar’s legal and judicial system 
prepared for increasing FDI inflows? 
In general, Myanmar’s legal system 
lacks the transparency that foreign 
investors are used to in other Southeast 
Asian countries. Legal uncertainty and 
regulatory issues are among the leading 
obstacles for foreign investors, and it 
is often necessary for them to consult 
relevant government departments to 
clarify these concerns. 

The government is not unaware of 
these concerns and has been working 
to address these and make the legal 
and judicial system more transparent. 
For instance, the Myanmar Investment 
Law of 2016 provides protection to 
investors (including foreign investors) 
against expropriation, which may only 
occur under certain circumstances, 
most importantly that the government 
must make payment of prompt, fair and 
adequate compensation to the investor.

In relation to dispute resolution, in 
general the Myanmar courts currently 
lack the capacity to handle complex 
commercial disputes in a timely fashion. 
As such, foreign investors typically 
specify dispute resolution by means  
of arbitration held outside Myanmar. 
While Myanmar is a party to the New 
York Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards 
and the Arbitration Law of 2016 provides 
for the enforcement of foreign arbitral 
awards in Myanmar, this has not been 
tested in practice as of yet. 

What are the typical challenges that 
foreign investors are likely to face? 
How can these be mitigated?
The fight against corruption is a  
priority of the new government. In 
November 2016, the Ministry of the 
State Counsellor’s Office announced 
that it had set up a dedicated hotline  
to receive complaints regarding bribery 
and corruption. Complaints involving 
public officials would be prioritised. 
These measures and others from recent 
years have not gone unnoticed: Myanmar 
jumped several places in Transparency 
International’s Corruption Perceptions 
Index from 162 in 2008 to 149 in 2015.

In general, compliance and business 
ethics risks can be mitigated by 
undertaking comprehensive due 
diligence. Investors should also adopt  
a clear and comprehensive anti-
corruption policy and ensure the 
necessary training and supervision 
of management, employees and 
contractors in order to support  
and enforce the policy.

Myanmar update: Q&A with MHM Yangon



Investor groups
Foreign investors anticipate a surge in 
activity from multinational corporations 
entering or expanding within the market 
in the next 12 months. Much of this 
activity could be driven by Japanese 
corporations and those in other ASEAN 
countries, many looking for stronger 
economic growth outside their home 
markets. Multinationals from the US and 
Europe will likewise target the market 
now that many sanctions and other trade 
barriers on Myanmar have been lifted.

Private equity firms, specifically global 
investment firms, looking for alternative 
growth markets as those in China 
flatline, will also become more active  
in the market. Perhaps more importantly, 
private equity firms could be driven by 
two key factors: a growing populace of 
investable companies in need of venture 
and growth/expansion capital; and  
a viable exit environment. The Yangon 
Stock Exchange, opened in late 2015, 
is paving the way for IPO exits. While 
the exchange currently has restrictions 
(only 100% Myanmar-owned companies 
can list), this could change by the time 
investment cycles reach maturity in 
five years’ time. Trade sales to strategic 
buyers could offer a viable alternative  
to public market listings.

Risks and challenges
While foreign investors may be eager 
to tap into Myanmar before competition 
hits a crescendo, a comprehensive 
assessment of the various risks and 
challenges must be made to protect 
shareholders and preserve value. 
Inadequate infrastructure (inclusive  
of power, energy, roads, rails and other 
links) was among the top challenges 
facing current investors. This was 
also one of the sectors with the most 
investment opportunities, and the 
senior director at a Japanese trading 
house notes that while various projects 
are already underway, the pace is slow.  
He says, the “country requires 
significant investments in infrastructure 
... which will take a considerable 
amount of time and this will limit the 
business ability to successfully conduct 
trade efficiently.”

Legal uncertainty against the backdrop 
of the new arbitration regime—now in 
force but untested in practice—and a 
general lack of transparency in the legal 
system have also left investors wary. In 
that same vein, regulatory issues have 
created increasing uncertainty in some 
sectors, with strict controls acting as 
deterrents and shaking the confidence  
of some foreign investors. 

Doing the deal
Avoiding risks and maximising potential 
returns in Myanmar requires an effective 
blueprint for getting the deal done. 
Perhaps one of the most important 
features of this plan is a comprehensive 
due diligence program, one which 
seeks to investigate each aspect of 
the transaction, uncover risk exposure 
areas, and mitigate such risk overall.

Compliance was a field sensitive to many 
recent transactions by foreign investors. 
Amid changing laws and regulations, 
investors point to the importance of 
complying with these regimes, especially 
when large scale infrastructure projects 
are involved. 

Legal due diligence was also critical. 
Identifying asset/property owners 
and vetting all ownership documents 
and agreements proved invaluable in 
legitimising transactions and shedding 
light on avenues, or lack thereof, for 
legal recourse at a later time. 

The information contained herein is based on currently available sources and should be understood to be information of a general nature 
only.  The information is not intended to be taken as advice with respect to any individual situation and cannot be relied upon as such. 
This document is owned by MHM Yangon (the Yangon office of Mori Hamada & Matsumoto) and Mergermarket, and its contents, or any 
portion thereof, may not be copied or reproduced in any form without permission of MHM Yangon. Clients may distribute for their own 
internal purposes only.

  
All deal details and M&A figures quoted are proprietary Mergermarket data unless otherwise stated. M&A figures may include deals 
that fall outside Mergermarket’s official inclusion criteria. All economic data comes from the World Bank unless otherwise stated.  
All $ symbols refer to US dollars.
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What were the greatest 
investment risks or challenges 
you faced? 

Overvalued targets 

Lack of viable opportunities/targets 

Macroeconomic uncertainty 

Tax concerns 

Compliance and corporate
governance issues 

Political risks 

Limited talent/workforce 

Regulatory issues 

Legal uncertainty 
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Which type of investors are likely to be most active in the following time 
frames (select all that apply)?
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  Private investors/HNWI
  Mega/global investment PE funds 
  Regional/Asia-Pacific PE funds 
  Country-specific/Myanmar focused PE funds

  Multinational corporations
  Regional corporations
  Sovereign wealth funds
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