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Looking Beyond the Ayala Deal

FMI becomes the first YSX-listed company to
receive major foreign investment following the
convertible loan

agreement with Philippine

conglomerate, Ayala Corporation. According to
the agreement, Ayala will invest USS 82.5 million
for a 20% stake in FMI. The share issue price of Ks
15,000 per share for FMI represents a premium of
36.5% over the average trading price on 13

November 2019, highlighting Ayala’s confidence in

the future of FMI and Myanmar.
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For local investors, the share issue price
underscores a significant upside opportunity,
considering FMI’s historical prices of the past 2
years. According to the deal, Ayala currently
values FMI at around USS$ 412.5 million and
should have discounted for the current
weakness in the country’s real estate sector.
The proposed share swap transaction on Yoma
Bank with Yangon Land Co., Ltd and the
conversion of the loan with FMI will increase
the final outstanding number of shares to
around 41 million shares. Despite the
impending share dilution, FMI’s stock price will
still be valued around Ks 15,000 per share

based on the valuation of the current deal.

The convertible loan deal will have short-term
implications on FMI’s balance sheet as
convertible loan will be treated as an equity
instrument and therefore, will lower the
company group’s net gearing ratio. FMI also
has plans to use the proceeds from this
transaction as well as the extensive experience
of Ayala Corporation across FMI’s existing and
future core business areas. In the long-run, the
synergy between FMI and Ayala will help
shape the growth of FMI’s business segments

and improve FMI’s financial performance.

With FMI’s current prices being relatively
stable and consistent strong support around
Ks 11,500 per share in the past several
months, the convertible loan deal currently
represents a significant upside opportunity for

the investors with limited downside risk.
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