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Securities industry nust be innovative in I T age

Dat uk Salleh Majid

CONGRATULATI ONS once again to our Everest team nenbers, especially
Magendr an and Mohanadas, for their success in conquering the world's

hi ghest peak | ast Friday. Al though 20 other countries have achi eved
simlar success, the achievenent by the Ml aysian teamis no nean feat. A
lot of lives have been lost in simlar attenpts by other clinbers.

In bone-chilling tenperature and strong winds (up to 180kph), one has to
be greatly notivated to reach the roof of the world and plant the
Mal aysi an flag there.

It does not really matter that clinbers fromanother Asean country
reached the peak earlier than our team on April 29, because its nmenbers
bel onged to a elite conmando team CQurs conprised ordi nary Ml aysi ans of
various races - another living proof of our unity and racial harnony.
Perhaps the Antartica shoul d be our next chall enge.

The rapi d pace of developnent in information technology (1T) had perhaps
led a trainee rem sier participating in one of the securities industry
courses recently to ask if the role of remsiers will becone redundant one
day.

I f one were to exam ne the numerous advancenents nade in the IT field
t hese days, one would probably realise that as far as the ordinary
investor is concerned, this has not translated into sone real benefits and
conveni ence.

One is still required to send orders through the dealer's
representatives who in turn will route the orders for execution at the
exchange. There is, of course, the CDS whi ch undeni ably has hel ped a | ot
in the physical settlenment aspects of the trade.

For the high net-worth individuals, the benefit of an electronic client
ordering system (Ecos) installed by the respective stockbroki ng conpani es
has done away with having to use the tel ephone for carrying out
transacti ons.

The ground- breaki ng cerenony of Cyberjaya perfornmed by Prinme M nister
Datuk Seri Dr Mahathir Mohamad on May 17 was a clear signal for Ml aysia
to usher in new era. The seven flagshi ps spelled out under the Miltinedia
Super Corridor (MSC) project will change the lives of Malaysians in
future.

Certainly it is not too strange to expect changes even in carrying out
share transactions. The multi-purpose smart card to be introduced wll
certainly not stop short of fulfilling such transactions in the not-too-
di stant future.

One can already see serious conpetition in the field of providing and
disseminating information with each operator clainmng to have better
choi ces of formand contents for the investor. As for settlenent and post
trading, it is not inconceivable to think of delivery versus paynent
settl ement systenms and safer el ectronic recordkeeping for the investor.

The enmergence of the Internet and the opportunity it brings to other
busi nesses will certainly not exclude opportunities in the securities
i ndustry. More than 33 stockbroki ng conpanies in the US have started
offering securities the Internet way.

Al t hough at the nmonment the rules for execution of trade are quite
specific in the sense it has to go through the dealer's representative
time will come when any formof barrier to a better and nore conveni ent
nmode of transaction will prevail.



In the US al so, el ectronic conmunication networks such as Bl oonber g,
Reuters and the like are already given recognition by the authorities to
conpete with brokers or market nakers as long as investors benefit. The
pressures to innovate will also be felt by any exchange and nenbers
wanting to achi eve worl d-cl ass status.

As long as there are investors for one's stocks and if nmeasures inshore
prevent the consunmmati on of transactions, then trading will take pl ace
of fshore, if avenues are created for the conveni ence of investors with a
consi derabl e degree of investor protection, efficiency and savings in
cost.

Where will all the rem siers who earn a good 40 per cent comm ssion al
this while stand in the future? They will continue to exist only if they
can offer val ue-added services to the investor.

Information for the investor in the future will not only be nore
accessi bl e but al so nmuch cheaper and practically anythi ng and everythi ng
the investor wants to know will be available not only in historical but
real -ti ne node.

Take the satellite television stations for exanple. It will not be | ong
before a channel will be devoted to stock prices and other inportant
cor porate announcenents on a real -tinme basis with views and anal yses
provided along with themto guide the avid investor.

The scope for the cellular tel ephone to include displays of prices and
other information is also a possibility.

Whi ch | eaves the remisier with one elenent that a machine will never be
able to provide - the human touch. This el ement nust be properly and
carefully cultivated, failing which it will cause investors to avai
thensel ves of alternatives that will be readily available in future.

Wth the obligations to honour the agreenents covered by the World Trade
Organi sation, efforts to liberalise various industries will intensify.

Al t hough i npl ementation may be slow, it will be certain.

Preparations to remain conpetitive in an increasingly conpetitive world
will need to start now, just as we usher in the IT age in preparation for
the future. The way things go, not only will stockbroking conpani es be
t hreat ened, but the exchanges thenselves will also face threats from
proprietory networks.

At the end of it all, it is our determ nation to translate these threats
into opportunities that will count and not our desire to protect our
i ndustries.

O hers in the region around us will al so recogni se the inportance of
bei ng competitive and will take steps to place their markets in better
positions not only in terms of infrastructure and mcrostructures but al so
in efficiency, product offerings and costs.

If the trading environnments of other industries are regarded as
borderl ess, there is nothing to stop people fromapplying the sane to
securities.

W need the USP (unique selling product) to continue attracting
i nvestors to our narkets.

(This article reflects the witer's personal views)
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