20/ 12/ 1997

Learni ng | essons the hard way

PRI ME M ni ster Datuk Seri Dr Mhat hir Mhamad appeal ed for conpanies to
work with other sectors to help put the Ml aysi an econony back on track.
Firms need to realise that they nmust treat the present econom ¢ sl owdown
as well as the uncertain outl ook for the business environnent as val uabl e
| essons to be renenbered even after growth has been restored. Ml aysi ans,
unl i ke el ephants, seemto have short nenories. The | ocal business
communi ty al ways manages to swiftly forget the | ean tines when the going
is good. A few days ago, Econonmic Adviser to the Governnment Tun Dai m

Zai nuddin ticked off the corporate sector, saying, in effect, that
corporations had brought upon thensel ves the burden of over-exposure they
now face by diversifying into too many sectors too fast.

In recent years, the corporate field has seen a great deal of plantation
| and being converted into residential and conmercial property. Many
corporate planners were attracted to the quick mllions prom sed by the
lucrative property sector. Borrowi ngs were relatively easy as financi al
institutions were flush with cash and Mal aysi ans were naki ng a great dea
of quick noney in the stock nmarket. Fund raising exercises were al npost
al ways over-subscribed. If local facilities were short, some corporations
did not even think twi ce about borrowi ng offshore. In fact, at one tine,
fund rai sing using debt securities denom nated in the US$ becane a fad
anong the | arger conpanies. Sone felt that since they were increasingly
i nvol ved i n overseas projects, having a good portion of US bondhol ders
woul d nake them | ook international, rendering it easier to secure offshore
contracts.

One cannot deny that sone of the so-called new ventures have been in new
and uncharted territories. Thus, the growh of corporate Malaysia is not
organic in nature but is largely based on acquisitions which were nostly
| everaged to boot. It is difficult to find a single conpany on the Kual a
Lunpur Stock Exchange that has remained in the business they were in when
they were fl oated

The Prime M nister also touched on the public's obsession with stock
prices. Daimal so nentioned the subject recently. Indeed, since 1993, the
stock market fever has run so high, that people, even in rural areas, were
begi nning to get acquainted with investing in shares. The sad thing is
that few have been investing for the long-termas nost were in for fast
gains am d the sky-rocketting prices. There had been talk that the | oca
bourse was over-priced, but even the so-called analysts in stockbroking
houses were quiet. Their outl ook was bullish and pushed investor's hopes -
and share prices - even highter. Initial public offerings were
over subscribed, sonetimes by nore than 100 tinmes as investors dunped their
nmoney into the new of ferings. They did not even think about what the
openi ng day price would be as their main concern was that their
applications be successful. In their nminds, they were sure of naking
handsone gai ns, even on the first day. Sadly, nmany did not even care what
the conpani es they invested in were doing.

These are but sone of the contributing factors to tough tines facing
Mal aysi a now. "Prudence" was regarded as conservative and rhetorical.

Chi ef executives officers and conpany directors glowed in the nedia
limelight as they signed on the dotted Iines to conmit their conpanies to
new proj ects and new debts.

For all WMal aysians, including the ordinary man who for the past decade



has not thought tw ce about spending a few thousand ringgit or nore on
shoppi ng trips abroad when the goods they purchased coul d have been nmade
just north of Kuala Lunpur, the current |ean tines nmust be seen as a harsh
| esson. ldeally, when the econony recovers, Ml aysians shoul d spend i n-

country, live within their means, actively save, manufacture as nany goods
as possible, stop punting on the stock market, make wel | -cal cul at ed
corporate decisions and stop borrowi ng overseas. If we still renmenber this

one, we should not fault anyone if we forced to learn the sane | esson over

and over again.
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