15 AUG 1997
Mahat hi r - Exchange
FLEX YOUR MJSCLES AND DOM NATE KLSE, PM TELLS LOCAL | NVESTORS

KUALA LUVMPUR, Aug 15 (Bernama) -- Prine Mnister Datuk Seri Dr Mhathir
Moharmed toni ght asked |ocal investors and fund rmanagers, whom he described
as nere followers of trading on the Kuala Lunpur Stock Exchange (KLSE), to
start flexing their nuscles and dominate the exchange now | argely
i nfluenced by foreign funds.

He said it was unfortunate that nanagers of |ocal funds were not the
novers on the KLSE but were nere followers who responded to the narket
i ndices rather than influenced them

" A good stock market should be open to but not dependent upon
i nvestments by foreign fund nmanagers. Wiile their activities nmay boost
prices, they can quite deliberately cause a coll apse of the market," he
sai d when opening the RML50-mi|lion Exchange Square, the new KLSE buil di ng
at Bukit Kewangan off Jal an Raja Chul an here.

Dr Mahathir said foreign fund nmanagers were mainly interested in
capital gains because even in their own country's stock exchanges, they
invested with this intention.

" The difference is that their profit taking in other countries results
in a massive outflow of funds and a depression of the indices," he said.

The Prine Mnister also disagreed with views that stock nmarket indices
reflected the state of the country's econony.

Saying that the relationship between stock market indices and the
econony had changed sonewhat, Dr Mahathir pointed out that the indices no
| onger reflected the state of the econony.

"They merely indicate the state of the nmarket. This is because
investments are |less often made on the basis of econonic fundanmentals but
nore on the performance of the indices thenselves," he said.

He said it was a well-known fact that the performance of the indices
was now |argely subject to the nmanipulation and strategies of the big
i nvestors.

" One may say that it is a case of the tail wagging the dog," he
sai d.

He said the governnment would continue to welcome foreign investors, but
the local investors should flex their nucles and dom nate the stock
exchange if the econony was to remain healthy.

" Unless they cushion the effect of foreign funds investnents, we wll
continue to see a roller coaster of an index. This of course will be good
for sone but generally will not be good for the country," said Dr Mhathir.

The Prinme Mnister said: " W are seeing all these happening to our
financial and stock markets lately. Sone insist that there is a conspiracy.
But whether there is a conspiracy or not, the fact is we are seeing what
our critics have been predicting all along -- a decline in Malaysia's
econom ¢ indices".

" That the indices have been due to their own mani pul ati on does not
bother them They are happy because they have nade their prophecy cone
true," he said.

Dr Mahathir said despite the recent volatility in the foreign exchange
markets and devel opnments in the capital market, the Mal aysi an econony
remai ned fundanentally strong, reflecting its resilience.

The econonmic growmh remains on track in the region of 8.2 per cent for
the first quarter of this year with expectations of eight per cent growth
for the year as a whol e.



On the current "turbulence" in the nmoney and stock markets which he
said was caused by specul ative attacks by international manipulators, the
Prime Mnister said this should not discourage people from continuing to
i nvest and to encourage investnent especially in export-oriented technol ogy
and capital-intensive industries.

He advi sed investors to | ook at long-term prospects and be willing to
take calculated risks, adding that while maitaining |low inflation,

Mal aysi ans nust strive to be nore productive.

The governnent, he said, would continue to pursue sound and consi st ent
policies to achieve sustainable growh because it was nore inportant to
i mprove the income of the people at all levels while maintaining
productivity at high |evels.

" What is inportant is the purchasing power of the wages and profits
earned and not the anount of noney made. For this reason, the governnent
will strive towards zero inflation," said the Prime Mnister, who called on
everyone to do their bit for this.

The Prime M nister said the opening of the Exchange Square, described
by a local property magazine as having facilities worthy of six-star rating
in its building intelligence, was not only the nost significant in KLSE
history but also a nmonment for rejoicing for the entire nation.

The KLSE is already the |argest stock market in Southeast Asia and
anong the top 15 bourses in the world.

Dr Mahathir said this was certainly no nean feat because only 10 years
ago, it was not even given due recognition as a stock market in its right
despite having been in existence since 1960. The KLSE now has an average
daily turnover of RML.5 billion

He said the KLSE had becone the enbodi ment of the entrepreneuria
spirit that the government had sought to cultivate to develop the nation's
econony.

These conponents had contributed in no small neasure to Malaysia's
econoni c prosperity enjoyed especially over the past decade, he added.--
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