15/ 09/ 1997
Funds perked by nmeeting with PM

Vendy Lim

LOCAL and foreign fund managers have expressed confidence in the |ong-term
prospects of this country's economy and financial narket after neeting
Prime M nister Datuk Seri Dr Mahat hir Mohanmad yesterday.

During the 90-m nute cl osed-door neeting at Sri Perdana, the Prine
M nister's residence in Kuala Lunpur, the fund managers were "reassured in
many ways" about measures being taken by the Governnent, particularly in
dealing with the current account deficit.

The confidence stens from"right policies being used (by the Ml aysi an
Governnent)", a press conference was told after the neeting.

Dr Mahathir, who had just returned froma week-long visit to Mongolia
and the Kyrgyz Republic, nmet with sone 50 foreign and | ocal fund managers.
Four of the fund managers net with reporters after the neeting.

They said the neeting focused on domestic policies and neasures to
stabilise the markets.

When asked how he felt about the neeting, M Janes Al exandroff, who
represents Singapore-based Arisaig Partners, said:

"Foreign investors will take tinme to cone back to the market. | think
there are still the issues of revaluation of the market, and next year's
(corporate) earnings are very hard to predict because the econony m ght be
slowing. In terns of book value, (share) prices are still not that cheap.

"But we are confident now that the right policies are being used and it
is just a question of howlong it takes for the market to readjust to a
fair value.”

Al exandrof f said he was inpressed by the Prine Mnister. "(Dr Mhathir)
understood all the issues and there was not hi ng he said which gave us any
cause for concern.”

He said the Prinme Mnister also "reassured us in many ways that neasures
will be taken, particularly to deal with the current account deficit."

Dr Mahathir, Al exandroff added, also inplied that it was unlikely that
nore measures such as credit curbs would be introduced.

When asked how Dr Mahathir reacted to the concerns voiced by the fund
managers, Al exandroff said: "In a positive way."

Davi d Roche, managi ng director of London-based | ndependent Strategy,
when asked what woul d constitute a good growth rate for Malaysia in the
light of recent events, |ikened the current economic situation to a Proton
car.

"When you shift to a higher gear to accelerate, you have to sl ow down a
little bit. That is what's happeni ng now.

"So no panic about it. It is perfectly nornmal for the car to sl ow down
during the gear shift so that it can nove faster and achi eve better
bal ance | ater.

"Mal aysia's long-termplan is to achieve a 7.5 per cent growth rate, but
you have been growing at 8 per cent. Maybe you can grow |l ess so that
necessary adjustnments are nade," he said.

Hong Kong-based TCWAsia Ltd's managi ng director, M Shaun Chan, said
what is inportant is not the growh rate but the definition of a
sustai nabl e growt h to achi eve a contai nable | evel in the inbalance of the
bal ance of paynents.

Earlier, when asked if the issue of economic growh was di scussed during
the neeting, Alison Bruce of Murray Johnstone (Asia) Pte Ltd, the UK firm
based in Singapore, said: "Nunmbers were not the nain focus of the



meeting”. Discussions centred on the thrust of the policies and neasures
al ready announced by Mal aysi a.

On whet her numbers woul d have been preferred by the fund managers, she
said: "The 1997 and 1998 nunbers had been pl anned out and would in sone
degree be affected by the direction of domestic policies. But there are
other things, and it is unfair to expect the donestic policies to handle
such i ssues as the gl obal econony and the export side.”

Chan added that institutional fund managers are interested in long-term
portfolio investments and woul d prefer a long-termstable growth rather
than erratic spikes.

"On this point, there is synpathy as we are equally affected, in our own
way, by activities of speculation,” he said.

Asked what they thought was Ml aysi a's bi ggest problem Roche said:
"Confidence. Malaysia needs to instil confidence that things will get
better and (i nvestors) can invest their noney here."

The Governnent, he said, has done this by nbves to raise the nationa
savings rate, cut governnment expenditure and del ay sone nmmj or projects.

Foreign investors and international traders in goods and services, Roche
said, nust keep faith and support the policies of the Governnent.

Mal aysi ans, on their part, should support the Governnent's neasures by
not pushi ng up wages. Sal ari es shoul d be based on productivity. There is
al so need to ensure that the depreciation of the ringgit does not lead to
i nflation.

Roche said there are, in fact, opportunities for Malaysia to gain from
the weaker ringgit "by increasing exports and returns on capital".

The fund managers flewin fromthe US, Europe and Asia for a three-day
conference organi sed by PhileoAllied Securities. The fund nmanagers net
Deputy Prine Mnister and Finance M nister Datuk Seri Anwar | brahiml ast
week.
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