16/ 08/ 1997
PM Local investors must take the |ead (HL)

Ram an Sai d

KUALA LUMPUR, Fri. - Wile expressing the Governnment's conmitnent to

wel comi ng foreign investors, Datuk Seri Dr Mahat hir Mohamad al so exhorted
| ocal investors to "flex their nuscles” on the stock exchange and stop
being "mere foll owers”

The Prime M nister said |local investors nust dom nate the exchange
instead of their foreign counterparts "if we are to remain healthy".

Dr Mahathir said unfortunately, local fund nanagers were not the novers
on the stock exchange, only responding to indices rather than influencing
t hem

"W, of course, do not encourage |local funds to influence the nmarket,"
he said. "But the fact remains the foreign funds do this".

The Prinme M nister was speaking at the opening of the new Kual a Lunpur
St ock Exchange buil di ng at Jal an Raja Chul an toni ght.

Unl ess |l ocal investors were able to cushion the effect of foreign fund
i nvestnents, Dr Mahathir said one would continue to see a rollercoaster of
an i ndex which woul d be good for some but generally damagi ng for the
country.

Al luding to the happenings in the financial and stock markets lately, he
said: "Sone insist that there is no conspiracy. But whether there is a
conspiracy or not, the fact is we are seeing what our critics have been
predicting all along - a decline in the country's econonic indices.

"That the fall in the indices has been due to their own mani pul ati on
does not bother them They are happy because they have made their prophecy
cone true."

Dr Mahathir said indices no longer reflected the state of the econony
but nmerely indicated the state of the market.

He contended that this was because investnents were | ess often made on
the basis of econom c fundanental s but nore on the performance of the
i ndi ces t hensel ves.

"As we all know, the performance of the indices is nowlargely subject
to the mani pul ation and strategies of the big investors,” he said. "One
could say it is now a case of the tail waggi ng the dog".

Dr Mahathir said a good stock market should be open to, but not
dependent on investnents by foreign fund nanagers.

VWhile their activities mght boost prices, they could also quite
del i berately cause a market collapse as they were interested mainly in
capital gains, he said.

"Even in their own country's stock exchanges, they invest with this
intention," he said. "The difference is that their profit-taking in other
countries results in a nassive outfl ow of funds and a depressi on of the
i ndi ces."

Dr Mahathir said large |l ocal funds could also do the same but the funds
generally remained, in the country and had to be reinvested donestically.

There woul d be no net loss to the econony when | ocal funds are
specul ated in the | ocal exchange, he said.

Comrenti ng on the "turbul ence" experienced by the noney and stock
mar kets as a result of speculative attacks by international manipulators
and specul ators Dr Mahathir said this should not however discourage
i nvestnent, particularly in export-oriented technol ogy and capital
i ntensive i ndustries.

"W nust look at the long termprospects and be willing to take



calculated risks,"” he said. "Wiile maintaining lowinflation, we nust
strive to be nore productive".

The Prime M nister said despite the volatility in the forei gn exchange
mar ket s and devel opnents in the capital market, the econony renai ned
fundanental ly strong, reflecting its resilience.

Devel opnents in the first few nmonths of the year showed that econom c
growth remained on track in the region of 8.2 per cent for the first
quarter, with expectations of eight per cent for the year.

Dr Mahathir said while inflation was contained, the fiscal position of
the Governnent remmi ned strong, adding that it was hoped the 1997 Budget
woul d still be a surplus one.

"The nation's savings also continue to remain high at 38 per cent of G\P
and external debt remamins |ow at 30 per cent of GN\P."

Reiterating the Governnment's stand on pursui ng sound and consi st ent
policies to achi eve sustainable growth, Dr Mahathir reninded the private
sector to reassess the situation and focus on the many potenti al
opportunities available, particularly in the manufacturing, services and
i nformation technol ogy sectors.

Touching on the privatisation programe, he said it would continue to
create opportunities in areas once nonopolised by the Government.

On external investnent by Ml aysi ans, he said in recent years it had
benefited the country by creating nmarkets for the export of goods and
services as well as stinmulating strategic alliances between donestic and
forei gn conpani es.

Nevert hel ess, he reminded |ocal investors not to ignore the nunerous
opportunities at hone.

Dr Mahathir said a critical factor that would enable the country to
sustain its favourabl e econonm c perfornance was the ability to remain
conpetitive

He said recent devel opnents m ght be a blessing in disguise to rem nd
everyone of the need to be agile and flexible in business and to adj ust
qui ckly as and when necessary in a conpetitive gl obal environnent.

"Local entrepreneurs need to accelerate efforts to nove up to a higher
| evel of technology, to be innovative in terns of new designs, to cut
costs and increase efficiency so as to become conpetitive in the gl oba
mar ket , " he sai d.

Later, Dr Mahat hir |aunched the KLSE-RI I AM | nformati on System which
wi || provide conprehensive, up-to-date stock market information on the
I nternet.

The Prime M nister al so handed over donations of RVb.25 million fromthe
KLSE to seven organi sations including the National Heart Foundation, Tun
Hussein Onn Eye Hospital, Yayasan Sal am and National Ki dney Foundati on.
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