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The Attractiveness of Myanmar’s Unsaturated Financial Markets
to Foreign Banks

This article was published by Formosan Brothers Attorneys-at-Law in collaboration with DFDL.
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In view of the Taiwan government's promotion of a new southbound policy and the economic and trade
arrangements for the Asia-Pacific region, coupled with the coronavirus pandemic, many companies have
relocated their supply chains or invested in Southeast Asian countries. In the face of growing domestic
market opportunities created by an emerging consumer-oriented middle class with increased buying
power in ASEAN countries, more and more Taiwanese and international companies are eager to invest,
boosting the local demand for financial and banking services. Myanmar among ASEAN countries is
undoubtedly one of the attractive countries.
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Myanmar’s Unsaturated Financial Market
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Myanmar’s economic growth has exceeded 6.5% annually in the past three years. Although affected by
the coronavirus pandemic this year, the Asian Development Bank predicted in April a growth of 4.2% in
Myanmar’s GDP, making it one of the few countries where the economy has maintained growth. Myanmar
remains an emerging market that urgently needs to be developed. With a population of about 54 million,
more than half has not been properly provided with appropriate banking services. In the past few years,
M&A activities in Myanmar have grown steadily, and the country has seen an increased number of new
companies being incorporated. The scale and scope of the banking sector have also expanded, turning to
experienced foreign banks for their expertise in fund raising, highlighting the local demand for financial
services being greater than the supply.
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The Myanmar government has actively promoted the development of the banking industry. The Central
Bank of Myanmar opened in January 2019 to allow foreign banks to hold equity interest in local banks. In
January 2020, it was announced that foreign banks were able to apply for approval to hold shares in local
banks, capped at 35%. Additionally, first and second stages of foreign bank licenses application review
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have been completed in 2014 and 2016 respectively, which resulted in a number of foreign banks
receiving branch and sub-branch licenses in Myanmar. The main requirements for foreign banks to obtain
branch and sub-branch licenses are to have a minimum capital of 75 million US dollars, only engage in
corporate finance business, not to engage in consumer finance business. For a subs-branch, the paid-in
capital must be at least 100 million US dollars, and in addition to corporate finance business, sub-branch
will be authorised to engage in consumer finance business from January 1, 2021. On November 7, 2019,
the Central Bank of Myanmar announced the opening of three phases. Four Taiwanese banks have
applied, and Cathay United Bank and Mega Bank successfully obtained branch licenses.
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Preparatory Work After Obtaining Local Banking License
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According to the regulations of the Central Bank of Myanmar, after obtaining the branch license, some
preparatory work must be completed within nine months. It is recommended to start with the following:

= CRHARATRIRAS SCIHEIL,  DARF S AL

Localize the bank’s forms and documents to comply with local laws and regulations;
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Establish internal compliance regulations, which includes, in addition to the issuance of banking
regulations issued by the financial regulatory authorities of Myanmar and foreign laws such as the
FCPA, the UK Bribery Act, ethical compliance, anti-money laundering, anti-bribery, corruption,
gifts and entertainment, privacy and confidentiality, taxation and company law;

= 54if i TAE T A2
Enter into employment contracts with Myanmar employees;
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Provide training to employees on anti-money laundering, risk assessment, understanding your
customers (KYC), monitoring and reporting of suspicious activities, record keeping, etc.;

= RMENIZ PR E LA

Enter into a lease agreement for the place of business;

B ALRIR BN, FET I E 30 H ET 58 BRI (commercial - tax) I E S, TR
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Register with the tax authorities, complete the first registration of commercial tax 30 days before
the start of business, and apply for renewal 30 days before the end of each fiscal year;

= JHAENE30H AR FENRAI A TEIL, KISt SR eRelt ra ik JEE
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Apply to the competent authority for employee registration within 30 days after commencement
of business, and make monthly payment for social security fund as stated in Myanmar labour law
(3% for employer, 2% for employee);

= UREHAME B TEUS R SAE G708 |, S RIE AN TR, SRR
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Assist foreign employees to obtain business visas (valid for 70 days). If employment exceeds 70
days, employees should apply for a resident permit and a multiple entry visa. If the foreign
employee exceeds 90 consecutive days of residence and employment in Myanmar, application to
obtain foreign registration certificate should be made;

= RIEIRAS A FI R SO

Submit company secretary documents according to law.

Authors

BRE| ERSEE SRR . SEE AL MM/ E BRI (CAMS)
Tu Cihui | Senior Advisor of Formosan Brothers Attorneys-at-Law, New York State Lawyer/International
Anti-Money Laundering (CAMS)

Nishant Choudhary | 4iifi] & 1F 5% 45 FTDFDL Myanmarfi4T B & ah L i, &4k

Nishant Choudhary | Myanmar Cooperation Firm DFDL Myanmar Head of Banking and Finance Practice
Group, Partner (nishant.choudhary@dfdl.com)

https.//view.ctee.com.tw/monetary/21017.htm|

The Attractiveness of Myanmar’s Unsaturated Financial Markets to Foreign Banks



EXCELLENCE - CREATIVITY - TRUST
Since 1994

BANGLADESH | CAMBODIA* | INDONESIA* | LAO PDR | MYANMAR | PHILIPPINES* |
SINGAPORE | THAILAND | VIETNAM

* DFDL collaborating firms



