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Measures to tackle deficit buoy stocks

Lokman Mansor

TRADI NG on the Kual a Lunpur Stock Exchange (KLSE) continued to rebound
| ast week after announcenments of specific neasures to tackle Malaysia's
current account deficit, slow down econom c growth and boost savings.

Last Monday saw t he KLSE Conposite Index (KLCl) surge by 58.12 points to
879.71 fromthe previous Friday's close of 821.59.

Prime Mnister Datuk Seri Dr Mhat hir Mohamad had announced the previous
week the lifting of trading restrictions on the KLClI-100 conpnent stocks
and a defernent of mega projects in a bid to reduce the deficit.

The rebound conti nued on Tuesday, with anal ysts comenting that foreign
funds were buying. Deputy Prine Mnister and Fi nance M ni ster Datuk Seri
Anwar | brahi m s announcenent on Wdnesday of a 2 per cent across-the-board
cut in Governnment spending was greeted by profit-taking for the next two
tradi ng days.

Econonic Adviser to the Governnment Tun Dai m Zai nuddi n on Thursday cane
out to dispel the notion that the country was headi ng towards a recession.
Anwar, at a neeting with fund managers | ast Friday, announced that the
Gover nnent woul d not consi der demands for wage i ncreases by civil servants
under present conditions, and asked enployers in the private sector to do

i kew se.

The nove was wel conmed by the fund managers as they said it showed an
effort to ensure the ringgit's depreciation does not |lead to inflation.

Anal ysts said with a general perception that "the worse is over", and
that fund managers are warming up to the Governnent's nmeasures to
strengt hen the econony, there is a strong chance of another rally this
week. One anal yst said the next targets are 1,051 to 1,080 points on the
KLCl .

The benchmark KLSE Conposite | ndex advanced 30.49 points or 3.71 per
cent to 852.08 fromthe previous Friday's close.

The KLCl had earlier in the week cl osed hi gher on Tuesday at 888. 75,
before two days of profit-taking pulled it down to 834.17 on Thursday, and
even |l ower to 812.02 on Friday before strong institutional support propped
the KLCl up to close 17.91 points higher

The all-main board Emas | ndex finished the week 11.7 points or 5.06 per
cent higher at 242.88, while the second board i ndex was up 44.9 points or
11. 19 per cent to 445.91

Total turnover on the KLSE for the whole of |ast week anbunted to 2. 22

billion shares val ued at RML1. 11 billion, which gave an average daily
vol une of 443.3 nmillion shares.
This was conpared with a total turnover of 1.97 billion shares val ued at

RMVB. 36 billion for the previous four-day tradi ng week, which gave an
average daily volunme of about 492.5 m|lion shares.

I ndex futures traded on the Kual a Lunpur Options and Fi nanci al Futures
Exchange (Kl offe), which has seen increased activity as nore players
| ooked to hedge their positions, took the cue fromthe rebound on the
underlying cash narket to finish steadier |ast week.

Spot Septenber futures ended |ast Friday 13 points higher at 790.0 while
near by Cctober closed at 792.0.
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