16/ 09/ 1997

KLSE and the Ringgit take a battering

FEARS of an econonic sl owdown and uncertainty over the Ringgit nade August
a nerve-racking nonth for KLSE i nvestors. Even an announcenent by Prine

M ni ster Datuk Seri Dr Mahathir Mhanmad that state-controlled
institutional funds would try to prop up the market failed to arouse any
ent husi asmon the | ocal bourse.

The 100-stock KLSE Conposite Index (Cl) saw out August at 804.4 points,
nearly 200 points [ower than where it was at the start of the nonth.
Despite efforts by political |eaders to drumup confidence, investors were
still spooked by the |arger-than-expected current account deficit (CAD) in
June and by the Thai financial crisis.

The bear nmarket, and the weakening of the R nggit, have been bl aned on
foreign share mani pul ators and forei gn exchange (forex) speculators by the
Prime M nister. He has nanmed Anerican financier George Soros as a key
culprit behind the nore than 15%drop in the value of the Ringgit against
the US doll ar.

Anal ysts fear that if sentinents don't inprove soon, Malaysia's
financial sector could be put under strain. Banks have been averagi ng
| oans growt h of about 30% far outstripping growth in deposits, and
borrowers conmonly use shares as collateral. Wth the KLSE in the grip of
one of its worst bear market, many borrowers nmay find it tough to neet
margi n calls by banks.
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