15 AUG 1997

DR MAHATHI R WANTS LOCAL | NVESTORS TO DOM NATE LOCAL BOURSE

KUALA LUVMPUR, Aug 15 (Bernama) -- Prine Mnister Datuk Seri Dr Mhathir
Moharmed toni ght urged local investors to flex their nuscles and domi nate
trading on the Kuala Lunpur Stock Exchange (KLSE)

"If we are to remain healthy, local investors nmust dom nate the
exchange,"” he said when opening the new KLSE building at Bukit Kewangan,
her e.

Unl ess they cushion the effect of foreign funds' investnents, he said
"we would countinue to see a roller coaster of an index, which eventhough
may be good for sone but generally would not be good for the country."”

"The governnment will continue to welcone foreign investors but |oca
i nvestors should also flex their muscles on the stock exchange," he added.

Dr Mahathir, who commended the KLSE for its remarkable growth
especially in the seven years to emerge as the |argest stock market in
South East Asia and ampong the 15 top exchanges in the world, said a good
stock market should be open but not too dependent on investnments by foreign
fund managers.

While their activities may boost prices, he noted that they could also
quite deliberately cause a collapse of the market since they were
interested mainly in capital gains.

"Even in their own country's stock exchanges they invest with this
intention. The difference is that their profit taking in other countries
result in a massive outflow of funds and a depression of the indices," he
added.

Dr Mahathir said |arge |ocal funds could also do the same but the funds
generally remain in the country and has to be reinvested donestically.

Because of this, he said there was no nett loss to the econony when
| ocal funds speculate in the |ocal exchange.

"Unfortunately, the managers of l|ocal funds are not the novers on the
stock exchange ... they are nere followers who respond to the indices
rather than to influence them

"We, of course, do not encourage |ocal funds to influence the narket
but the fact remmins the foreign funds do this," he added.

In pointing out the relationship between the stock market index and the
econony, the Prime Mnister said the indices no |longer reflect the state of
the econonmy of a country but that of the narket.

He said this was because investnment was |ess often made on the basis of
econoni ¢ fundanentals but nore on the perfornmance of the indices
t hensel ves.

"And as we all know the performance of the indices is now largely
subject to the manipul ation and strategies of the big investors. One nmay
say that it is a case of the tail wagging dog," he added

Dr Mahathir this was happening in the local financial and stock narkets
| ately.

He said: "Sone insist that there is no conspiracy. But whether there is
a conspiracy or not, the fact is we are seeing what our critics have been
predicting all long -- a decline in Malaysia's econom ¢ indices.

"That the indices have been due to their own manipul ati on does not
bot her them They are happy because they have nmade their prophecy cone
true."

Refl ecting on the recent "turbul ence” experienced in the noney and
stock nmarkets as a result of speculative attacks by internationa



mani pul ators and specul ators, Dr Mhathir said the episode should not
di scourage further investnent, particularly in export-oriented technol ogy
and capital intensive industries.

"We rmust ook at the long term prospect and be willing to take
calculated risks. Wile nmaintaining low inflation we nust strive to nore
productive," he added.

Dr Mahathir said the government would continue to pursue sound and
consistent policies to achieve sustainable growh, with incone of the
peopl e inmproving and productivity maintained at high |evels.

"I't nust always be renenbered, however, that what is inportant is the
pur chasi ng power of the wages and profits earned and not the amount of
nmoney made, " he added.

For this reason, he said, the government would strive towards zero
inflation "which requires the involvenent of everyone."

Dr Mahathir advised the private sector to reassess the situation and
focus on the nany potential opportunities available in the econony, adding
that opportunities exist in all sectors particularly in the manufacturing
services and information technol ogy sectors.

He said that while growing volume of outward investnment by Ml aysians
in recent years has benefitted the country in several ways, Malaysian
i nvestors should not ignore the numerous opportunities at hone.

He reminded that the ability to remain conpetitive was a critica
factor in determining Malaysia in sustaining its favourable econonic
per f or mance.

"Despite 10 years of strong growth, Ml aysians cannot becone conpl acent
about future prospects. The recent developnents may in fact be a bl essing
in disguise to remind us of the need to be agile and flexible in business
and to adjust quickly as and when necessary in a very conpetitive gl obal
envi ronnment, " he added.

The Prinme Mnister said that while the role of the private sector
cannot be overenphasi sed, close partnership between the governnent and the
private sector renmined an inportant factor in the devel opnent of the
country's econony.

He said the synergy between both parties will lead to the attainnent of
the nation's aspiration of beconming a devel oped nation by the year 2020

At this juncture of Malaysia's devel opnent, Dr Mahathir said, everyone
nmust be constantly alert to the changes taking place around them be it
locally, regionally or globally.

"As we nove from the post industrial era, into the information age
where national boundaries will not be able to protect us, we are going to
be exposed to powerful predators from abroad who may not be too synpathetic
to our well-being or national aspirations.

"W have therefore to pursue our econonic agenda with even greater
conmitrment and energy to ensure rapid and sustainable growmh and to
guarantee an econony that is fully conpetitive, robust, dynanm c and
resilient, fast on its feet and able to outperform our rivals.

"We have to believe in our goals and in our capacity to attain them W
cannot allow ourselves to be dictated to by external parties whose
interests lie el sewhere," he added. -- BERNANVA
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