24/ 12/ 1997

Going to the market

SO far, all the sol emn verbi age on the country's econony and strenuous
belt-tightening nmeasures fails to highlight the fact that opportunities

al so lurk beneath the gl oony, al beit exaggerated, econom ¢ depictions. The
public should not allow such pessimsmto blind themto the investnent
opportunities in the | ocal bourse.

True, tinmes dictate prudent spending and greater savings. But it ought
to be renenbered that saving can be done in various ways such as investing
inunit trusts and good stocks on the Kual a Lumpur Stock Exchange. As
poi nted out by Prime Mnister Datuk Seri Dr Mahathir Mhamad recently, it
pays for Mal aysian investors to revive the stock-market. Such a

proposition is not without nerit. Wth sone foreign investors still unsure
about the nmarket, this would be an opportune tine for |local investors,
especially retail investors, to enter the market and buy shares at hugely

di scounted prices. In ternms of the market itself, the price earnings ratio
has i nproved trenmendously and sone counters are even well bel ow the net
tangi bl e assets value. The market is clearly a bargain now.

Yet nmany are reluctant to return to the market. The tendency by banks,
st ock- brokers and financial institutions to resort to forced-selling
(whi ch has pushed valuation to the | owest |evels since the 70s) is neither
el evating market sentinents nor persuading retail investors to enter the
mar ket. The niggling question is whether forced-selling is the best option
avail able. Surely, such an act will only expose our conpanies to the
manoeuvres of foreign raiders. WIlly-nilly, such vulnerability will
eventual |y see us | osing control of our conpani es.

A stronger sense of pragmatism collective duty and patriotismshoul d
see our financial institutions averting the unproductive path of forced
selling. As it is, many foreign investnment houses are adopting a |long-term
view on the market and investing into well-nmanaged conpanies with strong
bal ance sheets. As noted by Connecti cut-based Newgat e Managenent
Associ ates, the region's currency depreciation, although it happened in a
chaotic environnment, is an inportant mlestone in |aying the foundati on of
the next bull market. Singapore-based Aberdeen Asset Management Trust
Asi a, which had stopped buyi ng Mal aysi an stocks since 1993, is now a net
buyer of our stocks. Director Hugh Young says its long-termview on the
Mal aysi an market is largely due to its belief that the current econom c
measures should | ead to stronger fundamentals.

The unpal atable truth is that while we castigate specul ation, we are
also guilty of indulging init. Lest why are our retail investors
di sturbed by the gyrations of the nmarket which has little to do with
under | yi ng fundanental s? Market confidence can only be restored if there
is a considerabl e boost in the bourse's trading volune as this would re-
activate greater foreign interest. The absence of retail players makes it
harder for the authorities to activate the market or make it nore |iquid.

Per haps the financial systemshould reconsider its approaches to stock-
purchase financing: by halting forced-selling of shares and by rel easi ng
funds for purchases of strong counters. It is ironical that banks (which
were initially voracious for inconme fromshare-purchase financing) should
now refrain fromfundi ng purchases of strong shares for investnment
purposes at a tine when they are being offered at bargain prices.
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