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IN SPITE of the bloodbath in the oil ex-
ploration and the offshore and mar-
ine sectors,  precision engineering 
firm GSS Energy is moving ahead with 
its plans to produce oil in Indonesia – 
armed with an enormous cash hoard 
to buffer against the volatility in oil 
prices.

The company, which in November 
was awarded a contract by Indone-
sian state-owned energy giant PT Per-
tamina, expects first oil to come by 
the first half of next year.

The Pertamina contract was “a 
very big milestone” for the company, 
said  GSS  Energy  chief  executive  
Sydney Yeung in an interview with 
The Business Times. The firm’s shares 
spiked to as high as 10.4 Singapore 
cents after it announced the award in 
October; they have since fallen to 
close at 8.1 Singapore cents on Dec 9.

The award was given to PT Sarana 
GSS Trembul – a 49:51 joint venture 
between  GSS  and  a  commercial  
vehicle by the Central Java provincial 
government,  PT  Sarana  Pemban-
gunan Jawa Tengah – to produce oil 
and gas from the Trembul operation 
area within Blora Regency in Central 
Java for 15 years. The area contains 
24.3 million barrels of contingent re-
sources up to a depth of 800 metres, 
according to an independent report.

The contract has several merits 
that make it attractive to GSS Energy, 
Mr Yeung told BT. 

For one, it will have a cost of pro-
duction, or lifting costs, in the low 
teens. “Even with oil prices at US$40 
(a barrel) plus, we can make sure that 
we will stay above water,” he said.

It also allows the firm to recover all 
its costs first, before the profits are 
split with Pertamina. Furthermore, 
Pertamina  guarantees  offtake,
without any requirement for a min-
imum production. “Whatever we pro-
duce, Pertamina will buy at market 
price,” Mr Yeung said.

The partnership with the local gov-
ernment through the JV is also import-
ant as one of the biggest challenges in 
onshore oil and gas production is 
dealing with social issues, said Mr 
Yeung. “Just in case there is any local 
social issues, they will be in the best 
position to help us resolve (that).”

GSS Energy is in the process of sub-
mitting its budget to Pertamina. Once 

approved, the firm will start looking 
for contractors to develop the field.

The company has committed to 
spend US$7.8 million within three 
years, which will come from its cash 
reserves of about S$14 million, ac-
cording to Mr Yeung. 

These  are  contributed  by  the  
group’s profitable precision engineer-
ing business, which helped the firm 
to post a net profit of S$8.4 million for 
the first nine months of this year, on 
revenue of S$55.3 million.

But the actual amount drawn from 
the cash reserves will be lower as the 
company  reaches  oil  production  
stage and recovers some of its costs, 
which will then be pumped back into 
the business, Mr Yeung said.

“The fact that we don't have any 
debt to service, that in itself will allow 
us to be very comfortable and confid-
ent to stick to our business model,” he 
added.  “The  problem  sometimes  
when you have debts to service is that 
when your revenue streams don't 
come on time, you have problems.”

Given that most shareholders are 
also happy the company is playing it 
safe in the current volatile oil and gas 

environment, GSS doesn’t plan to take 
on any debt. But if drilling results are 
successful and shareholders want the 
firm to be more aggressive, bank fin-
ancing could become an option in or-
der to accelerate the drilling pro-
gramme, he said.

The contract with Pertamina isn’t 
the firm’s first foray into the oil and 
gas sector. GSS Energy, in its previous 
incarnation as Giken Sakata, acquired 
a 53.7 per cent stake in Cepu Sakti En-
ergy (CSE) – which pumped from old 
wells left over from the first two 
world wars – in September 2014 for 
up to S$48 million.

CSE had signed contracts for five 
oilfields in Indonesia under the old 
wells programme. But its plans hit a 
hitch when a partner for one of its 
fields, village cooperative KUD, had 
its contract with Pertamina cancelled 
due to the latter’s non-compliance 
with certain contract terms. This res-
ulted in a breakdown in the coopera-
tion agreement between KUD and 
CSE.

GSS Energy then took a S$33 mil-
lion writedown on its investment in 
CSE, before subsequently selling it in 
May this year for S$1. It, however, se-

cured CSE’s rights to the old wells in 
the Trembul area for 1,000 rupiah 
(S$0.11).

The Trembul region is part of its 
plans to develop the oil and gas busi-
ness by exploiting onshore fields that 
Mr  Yeung  considers  low-hanging  
fruits. “In spite of the volatility in the 
oil price in the last two years, we want 
to make sure that the macro environ-
ment should not completely dictate 
our strategy. One of the best ways is 
to find assets and projects that we 
can control on the cost side,” he said.

GSS Energy plans to first drill up to 
800m in Trembul, for which there is 
geological data dating from the early 
1900s when the Dutch undertook oil 
exploration in the region. After that, 
the firm wants to go up to a depth of 
2,200m – a move which will also raise 
its reserves figure.

Once it has proven itself on the cur-
rent field, GSS Energy hopes to ac-
quire working interests in adjacent oil-
fields to increase its acreage. 

The  long-term  plan,  said  Mr  
Yeung, is to build up the oil and gas 
business to stand on its own feet, and 
then separate that from the precision 
engineering business.
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Against these two projections set by 
the Life Insurance Association Singa-
pore (LIA Singapore), AIA’s and Great 
Eastern’s investments consistently 
outperformed industry average.

On this, a Great Eastern spokes-
woman said the insurer adopts a 
top-down investment outlook that 
balances risks and returns via a diver-
sified multi-assets portfolio. “Given 
the current macroeconomic environ-
ment, we expect markets to remain 
volatile. However, periods of market 
volatility will likely present opportun-
ities for our tactical asset allocation.”

Manulife Singapore, whose new 
business market share has grown ag-
gressively this year to be among the 
top three here following its bancas-
surance tie-up with DBS Bank, recor-
ded strong showing for the longer-
term averages. But it also had the 
weakest investment performance for 
the one-year to six-year averages.

Said Manulife: “Our investment 
strategy in recent years had been 
Singapore-focused and recent  re-
turns were impacted due to the 
underperformance of the Singapore 
equity market in the last few years. In 
particular, the Straits Times Index fell 
by about 15 per cent in 2015, ending 
the year as one of the worst-perform-
ing stock markets in Asia.” 

It added that it is committed to 
“maximising our long-term returns 
and are reviewing our investment 
strategy regularly to consider both 
local and overseas investments”.

In Singapore, par products ac-
count for more than 50 per cent of 
new business sales.

Wen Research, the firm that com-
piled the data, said: “Insurers must 
achieve good investment returns for 
their par funds consistently in order 
to deliver the projected returns pro-
mised to their par policyholders in 
the long run. However, high returns 
may not necessarily translate into 
high bonus rates for par policyhold-
ers and insurers are not required to 
publicly disclose their bonus distribu-
tion methodology.”

Singapore

HSBC has launched an invitation-only 

membership programme for higher 

net worth clients in its Premier bank-

ing segment.

Jade is available to select Premier 

clients who maintain more than S$1.2 

million in assets and investments 

with the bank.

Jade privileges comprise lifestyle 

and account benefits, including ac-

cess to a senior relationship manager 

and preferential offers. In terms of 

lifestyle, members can tap the ser-

vices of Quintessentially, a concierge 

service. 

Matthias Dekan, HSBC Singapore 

head of customer value management, 

said Jade was created with the needs 

of high net worth individuals in mind. 

“We understand the importance of 

providing a more personalised and 

customised banking experience.”

He added: “We also understand 

that managing their finances is not 

the end goal for these customers – it’s 

about getting their kids the right inter-

national education, or taking their 

family on unique holiday experi-

ences, or having local knowledge if 

they’re buying a house at home or 

abroad.

HSBC’s Value of Education report 

found 81 per cent of Singaporean par-

ents would consider sending their 

children abroad for education. This 

rises to 90 per cent for households 

with a gross annual income of at least 

S$120,000.

Singapore-based  investors  also  

purchased a record US$26.3 billion in 

overseas real estate in 2015, up 49 

per cent from US$17.63 billion in 

2014, based on data by Real Capital 

Analytics.

Anurag Mathur, HSBC head of re-

tail banking and wealth management, 

said: “Jade will allow us to deepen our 

relevance to our high net worth 

Premier  customers  –  particularly  

among  those  with  international  

needs – by capturing opportunities 

and creating growth from the social 

mobility and wealth creation that is 

currently underway in Singapore.”
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He added that The Work Project will 

offer unprecedented flexibility. Busi-

nesses can choose between hot desks 

and private offices, and any start date 

or booking period (on a monthly or 

even daily basis). “Members don’t 

need to be married to a space. We 

offer a truly flexible environment 

where they can work according to 

what task they want to get done on 

any day.”

Notably, The Work Project is mod-

elling itself after the hotel industry, al-

lowing interested businesses to first 

check out available spaces and pri-

cing via its website instead of making 

an instant booking. Rates may fluctu-

ate month to month depending on 

demand. Mr Lee said: “We want to be 

transparent, by providing full inform-

ation on all our rates and inventory.”

In Hong Kong, where The Work 

Project first opened (in September), 

an individual hot desk costs about 

HK$300 (S$55) a day on average, and 

a private office for two starts from 

HK$13,905 a month. The co-working 

space is sited in Midtown Soundwill 

Plaza II at Causeway Bay, and has 74 

private offices and 80 hot desks 

across four floors. 

When asked why Hong Kong was 

picked as the first city, Mr Lee cited 

“extraordinarily high” office rents. 

“We feel we can really add value in 

Hong Kong, where office leases are 

among the most expensive in the 

world. The Work Project not only of-

fers a flexible solution, but value for 

money for businesses and entrepren-

eurs.”

According to the South Korea-born 

entrepreneur who became a Singa-
pore citizen 31/2 years  ago,  the  
average rent paid by companies per 
employee in Hong Kong is about 
HK$9,000 a month. But with The 
Work Project, that can go to as low as 
HK$6,600 a month for 10 employees, 
based on a configuration of a six-per-
son private office and four hot desks. 

Rates for The Work Project in Singa-

pore are being finalised. Downtown 

Gallery will mark its second space 

globally. Mr Lee said that when full, it 

can host 350 members. Its target 

tenants are companies that are “part 

of the knowledge economy”, such as 

those in consulting, design, branding, 

advertising and public relations.

Patrina Tan, senior vice-president 

for retail, marketing and leasing at 

OUE, told BT: “What we are trying to 

do is build an ecosystem with all our 

partners in this semi-retail develop-

ment that is Downtown Gallery. For 

instance, members of The Work Pro-

ject can get discounts at in-mall amen-

ities such as gyms and restaurants.”

She added that Downtown Gallery 

seeks to transform the way people 

live, work and play. “Innovating is 

essential to our goal of injecting 

vibrancy into the retail landscape, 

and we welcome the opportunity to 

work with more partners like The 

Work Project who share our vision.”

Downtown Gallery will open its 

doors in the first quarter of 2017.

Cash-rich GSS Energy moves
towards oil production 

ACURIOUS thing happened last Friday when the Japanese Parlia-
ment voted to ratify Japan’s participation in the Trans-Pacific 
Partnership (TPP) even though the agreement has been widely 

proclaimed to be “dead” now that US president-elect Donald Trump has 
said he plans to pull the United States out of it.

Japanese Prime Minister Shinzo Abe himself has said that the TPP 
would be “meaningless” without American participation. So why would 
Japanese legislators be anxious to support an agreement that is sup-
posedly moribund and meaningless?

Was last Friday’s vote simply a Quixotic tribute to a dying cause or –
as some are asking – does Mr Abe know something that others don’t? 
They note that he is the only foreign leader to have met with the anoin-
ted heir to the US presidency since the election result was announced. 

What went on in New York’s Trump Tower during that “informal” 
meeting is unknown but some speculate that there may have been some 
equally informal – but nonetheless significant – dealmaking between the 
two men on the TPP.

This seems quite possible, analysts say, because the TPP is of great 
importance to Japan and to Mr Abe’s grand design for Japan to remain a 
pivotal Asia-Pacific power. It is important too for Mr Abe’s political and 
economic agenda, and of strategic importance to Washington.

The TPP links a dozen Asia-Pacific na-
tions (including Singapore) in an agreement 
that is of strong economic importance but 
which also has considerable geopolitical 
significance. Some liken it to Asean, which 
was initially as much a bulwark against 
Chinese communism as it is an economic 
pact.

This time, the TPP is a bulwark against 
fast-expanding Chinese economic and stra-
tegic influence in the Asia-Pacific – a region 
where Mr Abe’s grand design appears at 

first sight to have been thwarted by Mr 
Trump’s aggressive “America first” stance.

Mr Trump’s purported intention to tear 
up the TPP as being not worth the paper it’s 
written on would appear to have killed Mr 
Abe’s ambition for Japan and the US to be 
co-hegemons in East Asia with the US-Japan 

Mutual Security Treaty matched on the economic side by the TPP.
If the TPP really is dead without the presence of the US, China is free

to step in with the RCEP (Regional Comprehensive Economic Partner-
ship) or some other form of FTAAP (Free Trade Area of Asia and the Pa-
cific), where China will be able to offer market access in return for stra-
tegic influence.

The stakes in letting the TPP go seem too high for both Tokyo and 
Washington to retreat, some say. Are they really “letting go” or is it a case 
of dealmaking on both sides – especially on the part of Mr Trump, who 
has shown himself to be a consumate dealmaker in the world of real es-
tate? 

By declaring that he intends to tear up the existing TPP agreement, Mr 
Trump stands to scare Mr Abe and other national leaders into making 
concessions. The TPP gives them access to a market that is vastly larger 
than their own, individually or collectively, so they want to stay with it.

Now that Mr Trump has said he is heading for the door, they have an 
incentive to cut a deal. What could emerge, some say, is a “TPP Mark 2” 
which would be easier for Mr Trump to sell to his US constituents 
without losing face and being seen to betray a pre-election promise.

Given the relative unpopularity of the TPP with various business and 
professional interests (ranging from farmers to doctors) that have lob-
bied strenuously against it, a modified and diluted agreement might 
also be easier for leaders other than Mr Trump to sell to their voters. 

Mr Abe’s position is somewhat ambiguous, however. There is no 
doubt that Japanese farmers (the more tradition-bound among them, at 
least) would be delighted to see the TPP watered down. But Mr Abe has 
been relying on outside pressure or gaiatsu to help him push through 
domestic reforms.

With its implication of forced market opening in Japan – along the 
lines of US Navy Commodore Matthew Perry’s “Black Ships” invasion in 
1853 – the TPP is an ideal instrument of gaiatsu as far as Mr Abe is con-
cerned, analysts say. But he cannot afford to be heard saying that 
openly. 

The TPP is much more to Mr Abe, however, than simply a lever to 
open up Japan’s economy. It is a means to keep the US “engaged” eco-
nomically as well as militarily in East Asia while Japan develops further
its own power – economic, diplomatic and military – under the US nuc-
lear umbrella.

Viewed in this light, Mr Abe’s trip to New York can be seen as more 
than just a dash to be ahead of any other world leader to meet and con-
gratulate the president-elect; it was “strategy-based” – and Mr Trump’s 
willingness to receive him was an occasion for the new US leader to flex 
his dealmaking muscle.

What Mr Trump might demand from Japan in return for resuscitating 
the TPP could be more open access to Japan’s motor vehicle market and 
to get Japanese carmakers to open more plants in the US. That would 
please Detroit and those in Congress who have long lobbied for such a 
move.

So it may be too early to write the words “RIP TPP” as an epitaph to the 
agreement. In ratifying it, Japan’s Parliament (heavily dominated by Mr 
Abe’s supporters) has declared its continuing faith in the TPP – while giv-
ing a nod and wink to others who fear the agreement is dead.
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