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Aseana in Vietnam

Another property development company
making Vietnam its major investment ground
is Aseana Properties (ASPL), which is listed

on the London Stock Exchange (LSE) Main
List. One of its major shareholders is Malaysia
Main Boarder, Ireka Corp Bhd. Ireka Corp's
100% owned subsidiary, Ireka Development
Management Sdn Bhd (IDM), is the sole
development manager for ASPL.

ASPL's initial paid-up capital is US$250
million (about RM863 million) and is mainly
focused on property development in Vietnam
and Malaysia. Its Vietnam investment is
targeted to eventually make up 70% of its
total net asset value. Since listing, IDM has
been actively seeking investments in Vietnam
for APSL and has since signed a number of
memorandums of understanding with local
Vietnamese partners. Three of the projects
have already been submitted to the relevant
authorities in Vietnam for planning and
investment licence approval. “We expect
at least one of these projects to commence
construction by end of the year,” IDM president
and CEQ Lai Voon Hon tells City & Country.

These projects include Grade A offices,
five-star hotels and high-end residences in Ho
Chi Minh City (HCMC) and Hanoi, adds Lai, who
could not offer further details of these projects
ahead of announcements to the LSE.

Like many other foreign developers going
into Vietnam now, IDM and ASPL are attracted
by Vietnam'’s high GDP growth rate, which is
the second highest in Asia after China. Besides,
FDI has increased significantly over the last
year. "It was also due to the country's pro-
foreign investor government policies and the
quick pace of economic liberalisation over the
last two years,” says Lai.

"All these positive economic factors have
resulted in huge demand for offices, hotels and
residential homes. ASPL is keen to replicate
Ireka’s success in Malaysia in developing high-
end residences, Grade A commercial offices,
retail spaces and five-star hotels in Vietnam.”
Ireka developed the awarding-winning Westin
KL back home.

Besides, adds Lai, Vietnam real estate is
developing from a very low base. Due to strong
economic growth, there is a glaring shortage of its
Grade-A offices, retail malls, high-end residences,
five-star hotels and other supporting infrastructure.
*In Ha Chi Minh City, for instance, there is currently
a shortage of 10,000 hotel rooms.”

Vietnam's young population and its growing
affluence also provide tremendous growth
potential for the real estate sector. Furthermore,
says Lai, “The availability of mortgage for
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Lai: Vietnam real estate is developing from a very
low base

housing now has encouraged more and more
home ownership, which will eventually fuel
strong demand for housing and commercial
properties.”

The acute shortage of supply has caused
land and property prices and rents to escalate
sharply over the years to the extent that office
rentals and hotel room rates are now higher
than in Kuala Lumpur and Bangkok.

“Grade A office in Ho Chi Minh City, for
instance, is now close to U5$40 psm per month,
that is, if you could get to rent one. The average
room rate for a five-star hotel now is over U5$200
per night {more than double that of Kuala
Lurnpur),” says Lai.

As for the new land and property laws
in Vietnam, they are still relatively untested
although there is more transparency now than
before. “We take great comfort from the fact
that the Vietnamese government is modelling a
lot of its new laws and regulations after China,
Singapore and Malaysia.”

The key to success in venturing into
Vietnam's real estate, he offers, is in securing
land in strategic locations in HCMC and Hanoi
and by having a good local Vietnamese partner.

“The development market in Vietnam is still
relatively fragmented. There is only a handful of
large local and foreign development companies
in Vietnam. The major foreign developers
are mainly from South Korea, Hong Kong
and Singapore. Recently, we have seen more
Malaysian companies trying to secure land and
property in Vietnam," adds Lai.
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