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Local funds set to enter the market in a big way (HL)
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KUALA LUMPUR, Thurs. - Warning currency and share mani pul ators that they
woul d be nade to pay a price for sabotaging the Mal aysi an econony, Prinme
M ni ster Datuk Seri Dr Mahathir Mhamad said today that | ocal funds would
enter the share market in a big way.

He identified the Enpl oyees Provi dent Fund, Pernodal an Nasi onal Bhd,
Pensi ons Fund and Khazanah Nasi onal Bhd as anong the | ocal funds which
woul d be invol ved.

Dr Mahathir also said there were private investors who had indicated
they too woul d support the market.

Prior to this, the exposure of the local funds like PNB in the share
market was linmted to five to 10 per cent.

The Prime Mnister said this at a 90-ninute nmeeting with nedia editors
and senior econonmic witers at his office here.

Asked if the private investors were all Ml aysians, he said they were
but he had al so been told that several foreigners were supportive of the
nove.

In what is seen as the strongest and npbst conprehensive reaction to the
current ringgit and stock market situation, Dr Mahathir took pains to
differentiate mani pul ati on fromspecul ati on.

He brushed aside the editors' suggestion that his action anmounted to
taki ng over the managenent of the econony, saying that he was nerely
giving the overview of the situation as he had "a nore conpl ete" picture.

Dr Mahat hir said although he was not an economi st, he had the experience
of managi ng the country for nore than 20 years as Prine M nister and
Deputy Prine Mnister aside fromthe fact that he had good advi sers.

Reiterating that Mal aysia was still in favour of an open market, he said
the situation could not be allowed to deteriorate at the hands of
mani pul at ors who had access to billions of dollars in funds - again nam ng

Ameri can George Soros as the main culprit.

He said the market fell on concerted nmoves by mani pul ators who had
abused the regul ated short-selling to depress prices.

Dr Mahathir said the Governnment was aware that |ocal banks and
securities houses were also involved through I ending shares in their
custody for a fee to the mani pul ators.

He said the shares did not change hands but mani pul ators could trade the
st ocks down through repeatedly selling themshort.

He warned that action woul d be taken agai nst those who sabot aged t he
econony, including having their |icences revoked.

"W know who's doi ng what. Peopl e who sabotage the econony nust be nade
to pay the price, especially those in the country," he said.

Yest erday, the Kual a Lunpur Stock Exchange (KLSE) designated all the
shares naki ng up 100-stock Conposite | ndex, rendering themunavail able for
short selling.

Today, the KLSE Index fell 35.73 points to 812.18 and the ringgit 590
points to 2.8850/00 to the US dollar.

Dr Mahat hir described the current situation as an "attack" on the
econony where everyone would be affected. "W are not going to all ow these
peopl e to mani pul ate the econony and take a free ride on our backs."

He said the country's econoni c fundanmental s remai ned strong but
mani pul ators were only interested in maki ng noney fromthe margi ns and not
the financial health of the conpanies or capital appreciation.



Dr Mahathir cited the exanmpl e of Ml ayan Banki ng Bhd whi ch nade record

pre-tax profits of RVM2.2 billion and announced a one-for-one bonus but the
price of its stock fell 70 sen on the sane day.
"I accept the right of foreigners to buy and sell shares. | even accept

specul ation in shares but | can't accept manipul ation,” he said.

He conceded that the nove to designate the 100 i ndex-linked counters had
caused the index to fall further but defended the action, saying that it
woul d have gone down anyway with mani pul ative selling.

However, he was positive that this would be a short-termdip as share
prices were now very attractive. He mentioned that nany conpani es were now
trading at very | ow price-earnings ratios.

"There is a total dichotonmy between the share market and the conpani es
(performance). They are totally decoupl ed.

"Now is a good time to buy for dividends, prices are so low. W wll now
go in and buy. If there are people selling, we will buy and keep. W will
see," he said.

Dr Mahathir said the country was unfairly treated and there was a | ot of
evi dence how these foreign manipulators did it. He said the Governnent had
docurents to prove it.

Replying to criticisns against disallow ng short-selling, he said there
were precedents when Western countries changed the rules to make what was
|l egal at one tine to be illegal at another.

"What is |egal, when abused, can be made illegal," he said, citing the
exanpl e of the Rockefellers who nonopolised the oil nmarket, drove prices
up and hurt other Anmericans. This led to the US Government to enact the
Anti-Trust Law

After PNB gai ned control of British-owned Guthrie plc in a dawn raid in
the early 1980s, the London Stock Exchange changed the rules to conpel
anyone with nore than five per cent shares in a conpany to declare to the
exchange.

He sai d when Mal aysi a bought into the tin cash market at the London
Met al Exchange in the early 1980s and short-sellers were unable to
deliver, the LME changed the rules to free themfromthe obligation.

"They are a law unto thenselves. It is also the case when M chael M ken
and | van Boesky sol d junk bonds and hurt a lot of small Anerican
i nvestors. They made what was legal, illegal and jailed them"”

Referring to his accusation against Soros and his criticisns of the Wst
for dictating terns to the devel oping countries, Dr Mahathir said: "Alot
of people agree with us but they won't say anything."

( END)
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