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KUALA LUMPUR, Sept 4 (Bernanme) -- "Not many surprises” was the
statenment often used by nobst investnment anal ysts when asked to conment on
the results of conpanies for the half year ended June 30, 1996.

"So far, they were as expected or higher," one of them said.

He attributed the good corporate performance reported so far by the
conmpanies listed on the Kual a Lunpur Stock Exchange, whose financi al
periods end on Dec 31, to the country's sustai ned econonmc growth of nore
t han ei ght percent per annum

"But then, you cannot make anything frominterimresults,
adding that "It's the full year results that count."

Wien asked on other factors that woul d affect corporate performance for
the full year and that of 1997 in general, the analyst said, "Actually, it
woul dn't be fair to coment on conpanies' results in general."

For exanpl e, he said Powertek Bhd, Ml akoff Bhd and Tenaga Nasi ona
Bhd, have different sets of fundanentals while factors affecting their
performance were al so different although they were all mainly engaged in
electricity generation.

General ly, conpani es that have | ow borrow ngs and are engaged
i ndustries that face | ess conpetition would performbetter, anal ysts and
i ndustry sources said.

They were of the view that corporate perfomances were expected to be
wei ghed down by high interest rates and stiffer conpetition, am dst
sust ai ned hi gh econoni ¢ grow h.

Specifically, conpanies in the finance sector are expected to record
sterling performances as they would directly benefit from higher interest
rates, an anal yst said.

As Arab- Mal aysi an Group chairman Tan Sri Aznman Hashimput it, "this is
good for business” when he referred to Arab- Ml aysi an Fi nance Bhd' s
i mredi at e prospects.

On interest rates that had been w dely expected to ease on the back of
the country's high liquidity, the analysts felt that a decline in interest
rates were unlikely to happen soon although the recently published noney
supply figures indicated in that direction.

Bank Negara said on Monday that on annual basis, broad nobney aggregate
of M3 grew 25.1 percent in July 1996 conpared to a growth of 22.9 percent
June.

"They were higher than expected,"” said an anal yst on the noney supply
statistics. "Based on that, Bank Negara is likely to prop up interest rates
through intervention in the noney market, but not in an aggressive nanner."

He said interest rates would be kept steady and not |ikely to decline
despite the ample liquidity.

Meanwhi | e, Mal aysian | nvestors' Association president Dr P.H S. Lim
said the governnent had done very well in nmanaging the country's high
liquidity.

He commended Prinme M nister Datuk Seri Dr Mahathir Mhanmad who had said
that raising interest rates was not the best way in managing liquidity.

"Mal aysia's way in absorbing liquidity is by launching unit trusts,"”
Limsaid referring to the recent | aunching of Amanah Saham Wawasan 2020
whi ch offers RMB billion worth of unit trusts.

On half year results reported by listed conpanies so far, Limsaid they
were "good". "On average, | see a 22 percent growh."

one said,



He cited the country's sustai ned economic growth, excellent export
growt h and strong hone consunption as the main factors that contributed to
t he good performance.

On the sector that had perfornmed best, he singled out the stockbroking
i ndustry. "Their peformance for the half year exceeded that of the whole of
| ast year," he said.

He al so favours the banking, food and beverages, building materi al s,
pl asti c- based and wood- based i ndustri es.

"But, if you want to specul ate on the stock market, the second board
still has the highest potential because of its small capital base,” Lim
sai d.

On the manufacturing industry, the Federation of Ml aysi an Manuf act urer
chi ef executive officer Tan Keok Yin said the results of manufacturing
conpanies in general, "is still on an inproving trend".

On the subsectors that performed best, he said, "I suppose they are
i ndustries that are connected to the growh sectors |ike construction and
infrastructure."

"OF course, conpetition in both donmestic and international nmarkets
have, to sone extent, eroded sone of their earnings' growth but still they
are profitable," he said.

He sai d Mal aysi an manufacturers woul d soon face even stiffer
conpetition in the donmestic nmarket as there would be a nore |iberal
envi ronment where inports would conme in nore freely under AFTA (Asean Free
Trade Area).

"Even in our own backyard we have to be internationally conpetitive,"
he sai d.

He said the financial results of well nanaged conpani es and those which
had pl anned out their business strategies would be on target, if not
exceedi ng their target.

Tan said sone | arge conpani es had begun to do a lot of trinmming in
terms of excess staff in order to be "lean and nmean” in the face of stiffer
conpetition

Ceneral ly, he said Ml aysi an conpani es had taken cogni zance of the
different forces and environnmental factors.

"I say we nust watch out for the cost of operations and the fina
answer to that is to inprove on your quality and rai se your |evel of
productivity and cost efficiency and so on - that is the best answer," he
sai d.

"To be efficient manufacturers and exporters, we nust cut the cost
every conponent of the econony, everybody around the val ue chain before
Mal aysia can be internationally conpetitive,” said Tan.

Wi | e manufacturers were doing the best to cut costs, he said they were
al so concerned about the utility suppliers |ike Tenaga Nasional in raising
its tariffs as well as telecomunication tariffs, transportation, haul age
and sewerage charges which would affect their cost of doing business. --
BERNAMA
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