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EN years since its foun-

in Hong Kong In

. Indosuer Asia

Investment Scrvices Limited

(ISAIS) continucs to break new
 ground and set new records.

In June 19890, Banqgue
Indosucz, the parent of ISAIS,
acquired the United Kingdom-
bascd Gartmore Invesiment
Limited, , which led te the
creation of the Gartmore
Indosucz Group.

As a resall, the business of
Gartmore Fund Managers (Far
Easy Limited was mergoed
with the business ol Indosuca
Asia Invealment Services
Limiled. With this merger,
ISAIS added 12 unit trusts to
its comprchensive range ol in-
vesiment products and scr-
vices.

On January 3 this ycar,
ISAIS launched the industiry's
first open-ended country fund
in Korea, and is awaiting au-
thorisation for the fund from
the Hong Kong Seccuritics and
Futurces Commission.

A China country fund, the
US $25 millton Fund,
is ready for launch. A third
fund dealing with dertvatives is
also due to be introduced
shortly.

The Korea Fund and other
initiatives are very much in the
ISAIS tradition of ploneering
country funds, explains Salim
Chaar, ng’Director and
Chiel Executive of Indosucz
Asia Investment Services
Limited. "We belicve in the
growth potential of the Asia-

Pactlic region and the emerg-
ing markets in this area.

No other geo hic on
today ollers lhcp:"l.nd ﬂn-
vestment opportunities which
countries in this arca do. We
know tLhis region, we spe-
cialise in 1. We have an excel-
lent record in researching and
understanding the economies
of this region and the compa-
nics which olfer value.

No less, we have been at the
forefront In creating new
products and services to help
our clients lock into the op-
portunitics in this region. We
maintain very close links with
our institutional and private
clients,” notes Chaar, who was
named Managing Director in
October 1991, having earlier
scrved ISAIS as Chief
Operating OfMicer.

Since the merger between
ISAIS and Gartmore Fund
Managers (Far East) Limited,
Chaar says all Gartmore's oper-

alions in Hong Kong have been

integrated with ISAIS opcra-

tlons.

ISAIS has ten Fund
r" with. the division
by Jeretny Higgs who

is the Director of Investments.

Salim Chaar gives the ISAIS

fund management team the

highcst marks.
He notes: "Their combined
experience in the Asia-Pacific
is one of our fundamen-
strengths. It s this experi-
ence which enabled them to
wcather some really tough
times over the last few years.

Ma

There was Lthe crash of ‘87,
the ecvents following the
Tlananmen situation, and the
impact on the markets of the
Gull War. The knowledge and
profcssionalism of our fund
management team made It
possible for us to move forward

the fact that we

oncered country lund- in ';'l
emerging markets in this re-
glon.

The quality and h of
the research we un:mrtlh
and th'ul‘m::hm under-
standing expericnce in,
the Asia-Pacilic region of our
senfor Fund Managers are
equally important factors.”

Investments Director
Jeremy Higgs concurs saying

“Our phﬂbunp\{ at Indosuez is
to continue t rescarching

ourselves of those fundamen-
tally attractive and
the dymmln ol’ the Asian eco-
nomic

Inlmm
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GDP growth throughout this
region doubling the more ma-
ture growth rates of the OECD
nations.” Notes Higgs, "Given

company s
gles.

Site visits nol only enable
Fund Managers o judge the
quality of the company, but
equally important, ils polcntial
for growth and sustained camn-
s

“We cut oul the guesswork
with this approach.” notes
Saltm Chaar.

The vigorous, dedicated ap-
proach lo company rescarch
and the cconomic outlook in
cach country has from the ear-
lest days allowed ISAIS o ap-
proach portfolio construetion
— asscl allocation, scctoral dis
tribution, core investments
and rccommended buys — with
an cxtremcly high degree of
profcssionalism.

“It also allows ISAIS man
agers o take a long-lerm view
in looking al Investment op-

markeling siralc-

A sharp focus on the Asia-Pacific region has been richly rewarding for the
institutional and private clients of this fund and asset management group

even in those

Since its fou
ago, Indosuez has
country funds in
Indonesia, Malaysia,
ppines, the Indian
continent, and Korea.

It is this sharp focus on the
region, the launching of inno-
vative new products, the h!ghly
profcssional quality of fts scr
vices and outstanding pcrl'nr-
mance, which has enablcd
ISAIS to become one of the
most dynamic and successiul
fund and asset management
institutions in the Asia-Pacific
region over the last ten years.

A fair measure of how well
this strategy has worked is
that from US$134 million un-
der management in 1985,
ISAIS today manages over
US$1.1 billion, an increase of
646%.

"Our target,” explains Chaar,
“is to have US$3.5 billion be-
tween under management by
1995”7,

Indosuez Asia Investment
Services Limited has a broad
range of institutional clients
which include Hong Kong
pension funds, North
American, Scandinavian and
Swiss Institutions, Japanese
insurance companies and many
high net worth clients in Asia
and Europe.

"Our success,” explains
_Salim Chaar, "is due not only to

times.”
icn ycars
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this, we know Asia offers ex-
cellent investment opportuni-
tics for those investors willing
to take a long term view.

For sure there will be some
hiccups along the way. There
are eclections due in the
Philippines and Indonesia and
it is not always easy to’ deter-
mine what the impact of these
events will be on the invest-
ment environment.

But one has got to see be-
yond these events and judge
what the long-term earnings

T T

we undcertake and the :mphn
sis we pul on it, is so cenltral
to our long-term investment
stralegy.

Agruably. ISAIS has onc of
Lhe best research operations in
the industry. Apart [rom mi-
cro-and macro-cconomic stud-
ies of the countries in this re-
gion, which its research arm
conducts regularly, ISAIS rou-
tincly studies and cvalualcs ev-
ery single company whose
stock il invesls in.

The 'tcam of Fund Manager
and their support stall visit
companies targeled for in-
vestmenl. These visits involve
cxhaustive discussions with
the management of cach com
pany, carclul evaluation of Lhe
product linc or service and the

tions for our clients, and Lran-
scends the problems in mar-

kets that arc inhcrently
volatile.

In the final analysis, our
cenlral concern s crcaling
value through investment into
companics with above average

carnings growth,” Jeremy
Higgs emphasizcs.

Looking ahcad, ISAIS
Managing Director Saltm

Chaar, ts extremely bullish
about the potential growth of
the cconomics in the Asia
Pacific region and the oppor
tunitiecs for investment thal
will surlace.

In an upbeatl scenarto, Chaar
says "Growth in recal lerms in
these countries will be around
6% over the next three to Five
years. ['opulation growth in
Asin will add over 500 million
new consumcers by the ¢nd of
the currenl decade, and per
capila income in Lhe emcrging
cconnmics will cxceed USS
4.000. cxcluding China.

The per capita will be
USS9.000 in Lhese countries
il we exelude China and

Indoncsia. The capital markets
in cach ol these countries are
gracdually opening up to foreign
investments, Talwan and Korca
being good cxamples, and
China s gradually moving to-
wards a market economy.”
“‘China, obscrves Jcremy
“Ii._g'-r- " is gntng l.u be an ex-
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tremcly interesting Investment
arca in the next or two,
We have seen the first B shares
successfully launched. We are
monitoring and resegrching
China in great depth at the
momeni.

Hopefully Indosuez will have
some news very soon which
will allow investors to play the
China cquitics market.

“We are [orccasting growth
in China at ovecrall 8% for
1992, and much higher for
those more dynamic arcas In
southern China. Here we are
looking at an arca of 240 to
260 million pcople. The po-
icniial is enormous. It s worth
recalling when we pioncered
the Malacea Fund, the capitali-
salion in the Indonesian stock-
markect was barcly USS1 billion
and there were only around 24
listcd stocks.

Now Lh&re are over 136
slocks. All things being equnl.
there Is no reason why
Shenrhen and Shanghat shou)d
not develop similarly,” Higes
obscrves.

Jeremy Higgs looks at India
and the countries of the sub-
continent as extremely
promising. The dramatic eco-
nomic nrrn- introduced by
the Rao government., Higgs
noles, is making India a very
atiractive investment area by
the day.

Higgs underlines that ISAIS
Is the only lorcign fund man.
agemenl company with direct
experience of investing in the
Indian equily markets.

Noting how diverse Asia fs,
Salim Chaar explains that
starting (rom India on the sub
conlinent and moving through
lo Thatland and Indochina, the
growth triangle (Singapere,

Malaysia, Indonesia) In
Southcast Asia, China, and
Northcast Asta, Lthe lactor

which stands outl is Lthe sus-

taincd growth in the volume of |

intra-regional trade. Adds
Chaar, The growing Inter-re-
gional trade and Investments
between the Asian countrics
and Japan cxceeded the wvol-
ume between Japan and the
United States for the first Ume
in 1991.

All Asian economies are
moving forward together.

As a result many new and
significant opportunities are
emerging. ISAIS was and will
remain the pfoneer for equity
investments in Asia.”

—EIECUTTVE

Japanese Move into Pacific Island

Geoff Tansey writes from Suva

The Japanese are moving into control of the tourism industry in the islands of the
South Pacific. In Fiji one electronic and industrial enterprise will soon own four

T EN green-garlanded Fi-
flan singcrs, five strum-
ming guilars, screnade
the lourists al Lhe Regent
Holel each cvening. The
singers, naked to the waist,

wear sulas, Lhe Fijlan wrap-
round garmentl. Fijfans scrve

drinks and [rcc hors d'ocuvres

— fish picces and pizza.

A lamiliar scenc, with
varialions and diflcrent songs
and singers al any lourist cen-
tre. Tourism is the sccond
largest indusiry in the world

and cxpeeicd lo overtake ofl as
No 1 by 2000. :
The World Tourist

Organisation says that in the
40 ycars since mass tourism

n, annual average tourist
activily has riscn by 7.1 per,
cent in arrivals and by
cent in scccipts bascd on cur-
rent prices.

Fiji is diversifying its ccon-
omy away [rom dcpendency on
sugar. A study of the contribu-
tion of tourftsm in Fiji shows
that il accounts for about 15
per cenl of GDP, 25 per cont
of gross cxporl carnings and
cmploys 12 per cent of the
labour force.

The study, compiled by
Fijtan governmcnl planner
Anita Nair while she was at the
Development and Project
Planning Centre (DPPC) at the
University of Bradlord in
Britain, s that the appar-
ent forcign cxchange caming
can be deccptive.

Nair found that only 45 per
cent of [forcign cxrhnngc
brought into Fiji in 1985
tourism was retained. The rest
“leaked.”

Imporis nccded Lo mect
tourist tasles — the costs of
advertising and markctling Fiji
abroad and the high dcgree of
forcign owncrship — resulted

in high profit and wage rcpa-
triation abroad.

Morcover, not all forel
exchange comes through -
cial channels. Nair estimated
that between 12-16 per cent
was not registered.

In Fiji and the Pacific the
tourism industry is moving
into foreign control. The Fiji
Regent, for exam lies next
(o the Sheraton. Both are 300-
bed hotels in Denarau resort,
near the inlernational airport.
Both belong to the Japanesc
mmpllzo EIE International,
which owns the resort.

EIE — it stands for Elec-
tronic and Industrial Enter-
prises — is investing F$300
million at Denarau’ as part of its
tourism investment in the
Fldﬁ: ht 680 acres, Denarau

than Hawaif's
ﬂ‘l&thl h has 30,000

llnulnruﬂl-mhrmph.lmd

12.5 per

new hotels, a golf course, marina and shopping village. Some Fijians fear Denarau

island, which is bigger than Hawaii's Waikiki, could become a Japanese enclave.
The company manager says not. Gemini News Service reports how Fiji, in

diversifying away from sugar, looks to tourism as a big foreign exchange earner.

hcre. EIE will have four new
holcls, bringing the bed lotal
to 1650, a championship goll
coursc, marina and shopping
village, and 618 townhouscs
and villas {n a project expected
lo create 5,000 jobs.

EIE manager in Fiji. Suva-
born Andrew Thomson, says :
"We don’'t want to be like the
Mcditerrancan.” Hc praiscs
government buflding policy
which forbids holel construc-
tion above the height of a
coconut Lrce, makes two
storics the limit.

Some Fijians fear the rcsort
could bccome a Japancsc cn-
clave. Thomson discounts that,
saying : "We wouldn't cater for
large group travel.”

Al present most visitors to
both tcls are indepcndent
travellers [rom Australia. Ame-
ricans comc sccond at the
Regent and Japancse at the
Shcraton, followed by New
Zcalanders, Europcans, and
Canadians.

lowever, all the island gov-
crnments arc vulncrable to the

va s of the international

airline marketl. Airline service

or routing changes can aflect
tourism drama

Tahiti 1s said to.have lost
10,000 stopover visitors a ycar

when one airline cancelled its
three flights and another cut
onc Might.

This i{s onc rcason why gov-
ernments want their own air-
linc and why EIE wants a stake
in them. In Fiji EIE bought 6
per cent  of Air Paciflic, the
government-owned carrier. It
also has a 10 per cent interest
in Afr Tahiti and 15 per cent
in Air Caledonie and bought up
three large hotels in Tahid in
1989.

The Japanese company
owns resorts and hotels in
Australia, New Zealand, Tahiti,
New Caledonia and Hawaii and
financial services and travel,
transport and communications
interests — all part of its strat-
cgy to build an integrated
tourism busincss.

EIE began in clectronics in
1948 and that rcmains ils
main business. The property
development side, founded by
Harounori Takahashi in 1977,
now has over US$7 billion in
asscts,

Yet it has cash flow diflicul-
ties because of a decline in
property valucs, high interest
rales and involvement in some
projects which have [ared lcss
well.

EIE's expericnce raises

vmlihinﬁjl mmwwmmmam

qucsiions over the long-term
viability of a new foreign ex-
change-carncr that also rclies
so much on foreign capital and
a fickle international market.
Dr Steven Curry, director of
resecarch and post-graduate
rogrammes at the DPPC, who
as a spccial interest in
tourism, points out that air-
lincs, hotel chains and tour
opcrators can all alfect a
Jesorl's or a country's fortuncs.

llotel chains can switch
preference from owning to
managing hotels under a con-
tract. Tour rators can have

111cy bring it together and
package it even though indi-
vidual tourists may not think

they are on a package tour.
Airline seats and hotel rooms

are block-booked and mar-
keted individually to indepen-
dent travellers worldwide,

Cirry also says governments,
cgpecially small ones, often
spend more than they think on
Infmtrmtur: and other ser-
vices nceded to attract
lourists.

In looking at cost-benelfits,
it s easier to account for the

cost of extra imports tourism
rcquires, but harder to take
proper account of how much
foreign exchange lcaks out
because of the way tourist
facilitics are owned and
Complex as it may be,
tourism has massive economic
importance, and no m-
ment can aflord to ignore its

costs and benefits.
— GEMINI NEWS
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Russians Invade Beijing

you see the end

uf the llﬂl Russian

says a

Betjing- b.;e! Humrpur

nalist as he gestures toward

the Yabaolu market on the

edge of Befljing's foreign em.
bassy district.

Even in the dead of winter,
the open-air clothing stalls are
doing a brisk business. Their
customers are mainly Russians,
with a few Ukrainians and
Bylorussains.

It is the latest wave of East
Europcan traders to hit the

{
§
§

scarcity back home, but alse
because of the lack of
duties or taxes, which were
ifted last Scplember. But
these advantages are now be
? offset by the increased cos!
travel. Even the twice
weckly Trans-Siberian railway
trip is becoming more costly.

There is also another ob-
stacle to contend with —
Russtan gangsters who have
come along with the traders.
Ser Filanin, a Ukrainian
tour ‘tor who is here with

Chinese capilal in the past few

ycars. Previous inflluxes
promptled the cager Chinese
getthu, or privaite business
ptople, 1o learn basic sales
terms in Polish, then Serbo-
Croatian.

There are also quite a few
Romantans buying in
this winter. But the big
is Ryssian, and whether or not
the dealer can manage o say
"pure wool® in Russian, the
most important bargaining is
done with pocket calculators.

One trader in his early thir-
ties says he has made a dozen
or more trips to Beijing since
last July. taking back around
2,000 down jackels cach time.
The cheapest can be bought
for USS15 in this market and
sold for three times that
amount © a Moscow shop.

But this is likely to be his
last trip as Aeroflot tickets
have just skyrocketed to
USS500 round trip, says the
trader.

"Moscow is a garbage heap,”
he declares. He talks at length
about the and costs of
doing this kind of business. A
pained look crosses his face,
followed by a long silence be-
fore he names his occup
— associate professor of engt-
neering.

Among the after noon
shoppers are the manager of a
watch factory and a tourism of-
ficial. both from Minsk, a
Ukrainitan musician, a waiter, a
Nigerian student studying in

Kicv and several Aeroflot em-
pln‘yecu from Moscow. The

the hockey . does have
such a lens Iin h-hlm
and an i is remched
hi#ltﬂhuuﬂm-t.

goes both ways.
The Russians in watches,

camera, Marlboro cigaretics,

cven spare parts for Lada cams.

Watches with Bush and
Gorbachev portraits, Russian
red stars or perestrofka .m
can be bought in this
right next to the jeans
jackets. Even cuu-! l-'l.mﬂerl
arc approached by Chinese ca-
ger to buy the in but
good quality Zenyth cameras
and Russian watches. -

There are indications,
however, that the Chinese au-
thorities are cracking down on
such activities. In the past few
wecks, a sign, in Russian, ap-
peared in a nearby clothing
market that is also popular
with East European buyers,
warning that foreigners are
forbidden to sell articles in the
strect.

Also in recent weeks, tele-
vision publicity was n to
the apprehension of a for-
eigner carrying into the coun-
try another popular Russian
trading item — Peckingese
puppies., The dogs are much
sought after in Belfing where
there are none for sale owing
to scvere restrictions placed
on dog ownership in Chinese
cities.

The relaxation on Soviet
travel restrictions last year
made this trade possible. It is
Im:rnth': not only becausc of
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a group of 16 people, says Lthat
when the rackeleers make
their move, group members
must turn over 10 per cent ol

oty i St g g e

return for a
will not be bothered for an-

other three days.

E pays. The public-
ity in
about the “savagery of such
gangs, which appeared with
the collapse :? Communist
rule, is sufficient o ensurc
comp . The lear is that
those who don'tl cooperale in
Beijing will be met at the
Moscow airport.

Shoppers pointed oul about
five or seven gangsters in this

market — tall, young boys with
shaved heads, one with a*scar
on his face and wearing a

carring. They patrol the
perimeter of the market, occa-
sionally stopping to inspect
the merchandise. They make

trouble only for Russians,

Other foreigners and the
Chinese are left alone.
Filianin says he expects his

group members to each ncl
about USS500 on this Lrip.
Most earn about 50 dollars a
month, making their profit
equivalent to more than five
ycars wages.

For Filianin's group, this
will be the last shopping tri
to Beijing, even though "back,
home prices are.going up, the
cconomic situalion is getiing
worse, everything is falling

. — |PS

Inept Use Making World's
Waters Very Scarce, and Expensive

by Paul Icamina

ROWING food needs

land and water. But

land for agriculture is
gelling scarce. Only aboul a
third of land in Southeast Asia
and Africa {s capable of
growing rain-fed, non-irrigated
crops.

Is the world running out of
water as well? Not really, but it
could use this precious rc-
source a lot more wisely and
clliciently.

The world — those who
have piped waler anyway -—
takes it for granted so much
that a lot of water is wasted.

Irrigated agriculture ac-
counts for over BO per cent of
the total water withdrawals In
developing countries. Only a
small part of this waler
(typically 25-30 per cent)
rcaches the plant. Irrigation
becomes very expensive when
more than If the water is
wasted.

The rest secps under-
ground, causing waterl ng,
or evaporales, causing salinity
waler ng and salinity are
partlcll?lgjly serious in arid and
scmi-arid regions Ilike the
Euphrates Valley, the Lower
Iindus Plain and the Nile Delta.

The Food and Agriculture
Organisation (FAO) estimates
that some 125,000 hectares of

ted land become uncul-
tivable throughout the world
cach as a result of water-
logging and salinisation.

In Australia,
losscs [rom land salinisation
and walterlogging in major lrri-
gation areas of the Murray-
Darling Basin are estimated at
LUS 8 66 million a year. Without
intervention, the arca allected
by high water tables could in-
creasc by 5000,000 hectares.
Lost production could cost US

production

$ 95 million annually by the
year 2015 and cost to water
uscrs could reach US $ 57
million a year.

"Mismana nt of water
rcsources had major implica-
tions for economic perfor-
mance through h subsidics
— over billions of dollars —
which contribute to the ubiqui-
lous national budget dcficits,”
says a sfudy made by Ramesh
Bhatia, a water specialist at the
World Bank, and Malin Falke-
nmark, a professor of in-
lernational hydrology, Swedish
Natural Science Research
Council.

The study, prepared as a

treatment plants. Two-thirds
of the cost would come from
internal sources. Until 1990
when the government shifted
into market economy, all water
expenditures were paid by the
government. Now about 60 per
cenl of expenditures will be
shouldcred by private enter-
prises, corporations and local
authorities.

Mecssrs Bhatia and Falken-
mark note that "water use in
agriculture has been characte-
rised by large subsidies where
revenues cover only around 10
per cent of the total tion,
maintenance and capital
costs.”

Minmn;ge
plications for economic

ment of water resources has major im-

huge

performance through
subsidies — over billions of dollars — which con-
tribute to the ubiquitous national budget deficits

background paper for the
International Conference on
Water and the Environment,
argues that conservation and
recycling would release
enough water so that a signifi-
cant of the urban poor can
be given adequate and clean
water supplies without addi-
tional cost. :

Water is expensive. From
1981-90, Malaysia spent about
US 8 3 bilion on water re-
sources development. About
Us 8 1,740 pn was spent
on walter supply, or six times
more than was in 1966-
80. For 1991-96, US $1.91 bil-
lion was allocated for water
development, 60 per cent of it
for water supply.

From now to year 2000,
Mongolia expécts to spend
about US 8 15 billion on water
resources, including irrigation

systems and waste waler

A separate study made for
the United Nations Develo-
pment Programme (UNDP) by
Daniel A Okun and Donald T
Lauria of the University of
South Carolina at Chapel Hill
observes that 89 per cent of
124 World Bank-assisted
irrigation projects in Asia were
considered satisfactory iIn
1974. By 1988, performance
dropped to 41 per cent. Only
about B0 per cent of 124
irrigation projects cvaluated
worldwide achieved ecven
short-term sustainability.

The UNDP study notes that

for the desalinjsation of
scawater, which is the
financial capabiflities of all but a
few countries, “"there are no
'‘new’ sources of water.” Even
tapping cxisting sources,
where available, requires
transmission of waler over
long distances at high cost

Studies have shown that the
most economical sources of

_additional water for the Betjing

and Tianjin region of China
would be the reclamation-of
wastlewaler to be reused for
agriculture, industry and non-
polable domestic use.

In India, serfous conflicts in
water-use betwecn agriculture
and municipal uses have oc-
curred. In the cities of Pune,
Bombay, Hyderabad, Madras
and Vizag, the phenomenal
growth in water demand has
caused water to be transporicd
over distances lo urban
and industrial centres from its
existing use in irrigation.

The urban poor also pay
much higher prices for watcr.
In Jakarta, Indonesia, only
per cent of households ln a

city of 7.9 million in 1988 had
dln:-:t connections o water
supply. Another 32 per cent
bought water from street ven-
dors who ¢ , according
to distance from the public
tap, around US 8] 1o US 8 6.2
per cubje metre. In some
cases, houscholds paid vendors
as much as 50-60 times more
unit of water than house-

Ids connected to a wabter
syslem.

Providing water services to
about 3.5 billon people tn ur-
ban arcas of developi
trics would require U l .‘.Hﬂ
billion d year 2000-2020.
This means US 811 to US 814
billlon per in the next
three These z:
gated mmtmu are L
iwice the investments made
during 1980-1990.

"Fu in this order of

magnitude is not likely to be
avaflable,” notes Messrs Bhatia

and Falkenmark.
— Depthnews Asia




