03/ 12/ 1997
SC chairman calls for higher level of disclosure

Sreer ema Banoo

SECURI TI ES Comm ssi on Chai rnman Datuk Dr Munir Majid yesterday called for a
hi gher | evel of disclosure, particularly for investors on the nmanagenent

of funds, saying it is everyone's right to ask how t hese standards are
appl i ed.

Speaki ng at a panel discussion on "M nim sing Ri sks, Mxim sing Returns
in Asean” at the Conference on Asean Financial Initiatives for the 21st
Century in Kuala Lunmpur yesterday, he pointed out that presently, there is
actually very little disclosure to i nvestors on the managenent of funds.

Munir further stressed on the inportance of effective regulations in
mar ket s, effective nmanagenment to ensure the stability of financial system
and effective investor protection.

Wthin Asean, he said, there are different disclosure standards in
capital markets energing fromnerit-based to a full disclosure-based
regi ne and nmarkets need to be prepared to face the downside to this
novenent .

For exanple, in Malaysia, prices used to be determ ned by the regul ator
ina nmerit-based regi ne. However, as it is nmoving towards a discl osure-
based regul atory framework, prices are now deternined by the primary
mar ket by underwriters.

He posed a question on whether these underwiters were doing a good job
in anal ysing risks and returns.

Munir further expressed support for Prine Mnister Datuk Seri Dr
Mahat hir Mohanad's call for proper regulation in currency trading.

"While we say there should be prudential regulations on financi al
institutions, this should also be applied to hedge fund activities," he
sai d.

He later told reporters that the SC s programe to achi eve ful
i npl ementation of front-line self-regulating organi sations and the
di scl osure-based regine in the stock market by the year 2001 woul d be
carried out on schedul e.

"Qur target is January 1 2001, and we are looking at it in ternms of
finalising the business plan. The years 1998, 1999 and 2000 are critica
years and we are now | ooki ng at the programes for disclosure-based
regi me," he said.

Wth regards to this, Minir also stressed on the inportance of adequate
i nvest or education programres.

Bernama reports: Any trading restrictions inposed by the Kual a Lunpur
St ock Exchange (KLSE) are based on very objective criteria, Minir said
yest er day.

He said "Wen the KLSE i nposes anything, like trading restrictions, it
is based on a very objective criteria of trigger - what would trigger if
this happened ... we have to restrict trade".

Munir was commenting on the KLSE' s recent nove to restrict tradi ng by
five brokerages, at the Asean Busi ness Forum panel di scussion.

He said the KLSE is nonitoring closely the financial positions of
st ockbr oker s.

"Quite obviously we have to nonitor them when the market has been |ike
this (downward trend) since March this year," he added.

The conpani es pl aced under trading restrictions are Sine Securities Sdn
Bhd, Capital corp Securities, Kin Khoon & Co Sdn Bhd, MBf Northern
Securities Sdn Bhd and Labuan Securities Sdn Bhd.



Munir said it was KLSE's duty to ensure the liquidity of stockbroking
firnms, especially in ternms of their settlenents, adding that the exchange
al so had to make sure that the clearing house was paid for shares bought
by clients.

He said so far the KLSE had not experienced any settlenent failure.

The KLSE, he said al so needed to ensure that the bal ance sheets of the
st ockbrokers are strong, pointing out that for a "bal ance sheet to remain
strong (it) is not just a matter of "profit and | oss."

"Profit and loss is year on year, at the end of which it is carried
forward in ternms of profits or |osses into sharehol ders' funds. Wat is
nmore inmportant is that sharehol ders' funds are there,"” he said.

"I also want to enphasise that the trading restrictions are limted to
only net sale positions where purchases nmust be paid in cash upfront,” he
said, adding that this has indeed been used in the past by the KLSE to
ensure better managenment in stockbroking firnmns.
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