04/ 09/ 1997
RVM60bn fund to shore up shares (HL)

Ham sah Ham d

THE Governnent has established a RV6O billion fund to prop up the Kual a
Lunpur Stock Exchange (KLSE) and counter persistent selling by foreign
funds.

Khazanah Nasi onal Bhd, the investing armof the Government, will punp
RM30 billion into the fund through bond i ssues. Another RVBO billion will
come fromother sources, Prime Mnister Datuk Seri Dr Mahat hir Mhanad
announced yest er day.

Wth the fund, the Governnent will buy shares at a premiumto their
mar ket price fromlocal investors. Shares di sposed of by foreigners wll
be bought at market price, he added.

If the fund proves insufficient to boost the | ocal bourse, he said the
Governnent is prepared to punp in nore noney.

Dr Mahathir spoke to reporters after addressi ng Umo del egat es ahead of
today's Umo Youth and Wanita assenblies and tonorrow s Umo genera
assenbly. The press conference took place an hour after the close of
trading on the KLSE, which sawits Conposite Index (KLClI) ending 5.65 per
cent, or 44.97 points, down at a 50-month | ow of 750. 76.

He said the Governnment is injecting the RVM60 billion into the market to
hel p i nvestors caught by the sharp drop in share prices caused by
conti nued mani pul ati on of the |ocal stock and currency markets by the
foreign funds.

Some of the problens facing these investors are related to nmargin calls
made by banks when share prices drop to below the value at which the
shares were pl edged to the banks as collateral to obtain | oans.

I nvestors caught in such a situation are hard pressed by the banks to
make up for the shortfall

“I'f (the borrower) cannot get it, he will be facing problenms. He will be
bankrupt. As such, he will be a burden to hinmself and to society.

"That is why (the Governnment is) prepared to buy these shares,™" Dr
Mahat hi r sai d.

Asked how rmuch the premi umwould be, Dr Mahathir said: "W haven't
deci ded exactly what the prem umwould be, but we will buy at a prem um
because the share value, even with the premum is still profitable. (This
is) because the PE (price-price earnings) ratio is very good."

Asked if the RVMBO billion would be enough, he said: "We'Ill see. If not,
we will punmp in nore.”

He sees no problemin raising the funds |locally, w thout having to
borrow fromexternal sources. "W have the resources."

As to whether Malaysia is getting assistance fromoil-rich Brunei, Dr
Mahat hir said: "No, we are not dependent on any party. We will nanage it
oursel ves."

The nove to establish the fund to boost the KLSE cane | ess than a week
after the Prime Mnister gave the green light for local funds, including
Per nodal an Nasi onal Bhd, Enpl oyees Provi dent Fund, Pensions Trust Fund and
Khazanah, to enter the local bourse in a big way to fight market
mani pul at ors. The four have conbi ned funds of close to RM200 billion.

He al so said several l|ocal corporations and foreign parties are willing
to join the canpaign.

Al so | ast Thursday, the 100 conponent stocks of the KLCI were decl ared
desi gnated securities by the KLSE, thus halting short-selling activity in
t hem



Last Friday, the Prime Mnister said inits fight against the
mani pul at ors, the Governnent would help prop up the stock market until the
KLClI breaches 1,000 points. Dr Mahathir has identified Areri can specul ator
George Soros as the "rouge specul ator” behind the turmoil in the region's
currency and stock markets.

On the KLSE yesterday, the KLClI opened at 797.06 and nminutes later hit a
hi gh of 797.88, before descending to an intra-day |ow of 747.68 in the
second sessi on.

Most anal ysts expressed their surprise yesterday when | ocal players did
not make a strong presence in the second session after such heavy profit-
taking activities in the earlier part of trading.

"I believe they will nake a coneback tonorrow, maybe not in a big way
but enough to cushion the market fromsliding further,” said one anal yst.

Leading the fall in the KLCI was a RML. 20 decline to RM7.00 in the share
price of Tenaga Nasional, followed by other blue chip stocks such as UE
(M, RML.40 to 10.30; Maybank, 70 sen to RML8. 30; Rashid Hussai n Bhd, 55
sen to RVb. 75; and Mal aysia Airlines, 45 sen to RWVb. 00.

When asked how he expected the market to react to the fund, Dr Mahathir
said: "We'll see. | don't know how the market will react because the
mar ket is very peculiar. Wien the conpany is doing very well, the price
(of its shares) goes down. So it's a crazy market. (The players) are not
goi ng for fundanentals, they are just ganbling, especially the foreign
ones. "

Dr Mahathir was optinistic about prospects of the econony. "I can't say
for the region but | amsure that Malaysia will be able to recover

"Fundanental ly, we are very strong. Al the conpanies are doing very
well and inflation is very low Gowth is still projected at nore than 8
per cent. There has been no probl em about our deficit rising; deficit has
risen alittle sinmply because of the exchange rate. But governnent
expenditure will al so show surplus this year, fromour calculations."”

( END)
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