PM puzzled by probe

into MUTI’s acquisition

By Alex Choong and
Toh Lye Huat 7+,

PRIME Minister Datuk Seri
Dr Mahathir Mohamad said
he did not know why the
Hong Kong Government
should investigate Malayan
United Industries Bhd's pro-
posed purchase of 15.1 per
cent stake in the South Chi-
na Morning Post (Holdings
Lid.

“It's a free market ... the
shares are for sale and any-
body should be able to buy.”
he said yesterday when
asked to comment on a Reu-
ter report that Hong Kong's
Securities and Futures
Commission watchdog
would examine the sale of
the SCMP stake to MUL

A spokesman had said the
Commission would examine
the transaction to sce
whether an inquiry was
warranted.

The Hong Kong market
was speculating on whether

the colony's takeover and
mergers code.

This is probably fuelled
by the fact that together
with tyvcoon Robert Kuok's
34.9 per cent stake, Malay-
sian interest in the Hong
Kong-listed publisher is
now 50 per cent.

Under Hong Kong's take-
over and mergers code, a 35
per cent stake will trigger a
takeover requiring a gener-
al offer for the rest of the
shares to bg made.

The Prime Minister said:
“Unless the Hong Kong Gov-
crnment wants to control...
but they say they do not
want to control.

“If they do not want to
control, why are they inter-
ested to know who owns the
shares?”

Analysts and investors in
Kuala Lumpur meanwhile
reacted favourably to MUIl's
HK3$1.04 billion (about
RM361.6 million) purchase
of the remaining stake Ru-
pert Murdoch's News Corpo-
ration L.td has in the 90-year

old publisher of Hong
Kong's leading English lan-
guage daily.

Analysts described it as a
good buy while investors
chased the share price for it
to chalk up double digit
gains.

MUI shares ended the first
day of resumption of trad-
ing following a four-day sus-
pension up 48 sen to RM4.30.
A total of 2,114 lots changed
hands.

Investors’ sentiment was
buoyed by the acquisition as
it also signalled that MUT -
cash rich with RM1.1 billion

in its coffers from the sale of
MUI Bank Bhd and MUI Fi-
nance Bhd -~ has hit the
acquisition trail.

TA Securities Sdn Bhd re-
search general manager
Ang Kok Heng said the in-
vesting public was expect-
ing more acquisitions by
MUIL

Another prime factor that
attracted interest in MUI
shares is that this first ac-
quisition since the disposal
of the bank and finance
company is a good invest-
ment, giving it a strong as-
set hase.

South China Morning
Post (Holdings) .td (SCMP)
is a profitable company be-
sides being a blue chip, add-
ed Ang.

Another research head
with a Kuala Lumpur-based
stockbroking company said
MUI made a good purchase
as opportunities in acquir-
ing a substantial stake in a
media group were rare.

Besides giving a high divi-
dend vield, he said the pros-

pect for capital appreciation
was there.

The gross return of invest-
ment is 8.5 per cent and MUI
will take less than 12 years
to recoup the money it has
invested.

In addition. the invest-
ment is not at risk even
though MUI, the flagship of
Tan Sri Khoo Kay Peng,
does not have management
control. This is on account
that the management is in
the hands of Kuok, who is a
close associate of Khoo.

However, one concern
about the deal is that MUI
might end up becoming an
investment holding compa-
ny rather than be involved
in the operations of compa-
nies it acquired.

An analyst said/“If MUI
continues to acquire other
companies of thig/mature by
not having management
control, it will be just like a
mutual fund.

“There's nothing wrong
to be like a mutual fund but
it is not exciting...”
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