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THE share buy-back neasure effective yesterday will take sone tinme to be
inplemented as it requires conpanies to amend its menorandumand article
of associations as well as obtain sharehol ders' approval.

Conmpany officials remained hesitant yesterday on the first day of
tradi ng under the new share buy-back rules, saying it is a positive nove
but they need nore details.

"I don't know what to tell you, it's still too new and we don't have the
details," was a typical reply given by one conpany secretary to Busi ness
Ti nes.

Commer ce Asset Fund Managers executive director Robert Coonbe said in
ot her countries such as Australia and the US where such a neasure has been
adopted, it had taken sonme tine for inplenentation as "such things are not
as easy as they sound."

He said provisions allow ng share buy back can be quite conplicated as
in the case of Australia which requires conpanies to keep the nmarket
properly informed, obtain sharehol ders' consent and so forth

Coonbe opined that it could take at |l east two nonths for companies to
anend their articles of association, give notice of neeting to
shar ehol ders and obtai n sharehol ders' approval before being able to buy
back their shares.

Publ i c conpani es effective yesterday, are allowed to buy back their own
shares under the anended Section 67A of the Conpani es Act which basically
ainms to stabilise supply and demand of securities and consequently their
prices.

On the fear that such a neasure could | ead to abuse such as insider
tradi ng, Coonbe said nost countries which have adopted share buy-back have
inmposed limts or caps as well as a time frane for such activities.

Mor eover, he said a conpany undertaki ng share buy-back is usually
required to announce the fact to the market which allows the market to
formits own opinion on whether the conpany is doing the right thing or
not .

He said he did not see the neasure as being too hasty as the Ml aysi an
authorities would have probably studied the experiences of other countries
and adopted as well as nodified themto suit the | ocal environnent.

"It is not like we are inventing sonething for the first tine," he said,
adding that nowis actually an appropriate time to allow such things as
conmpani es are tradi ng bel ow their asset value given the weak market
sentiments and this may hel p boost their potential returns.

The new regul ati ons, sudden though they may be, will have a positive
effect on the present weak performance of the Kual a Lunpur Stock Exchange,
sai d anal ysts cont act ed.

The plus point is that it will allow conpanies to purchase their own
shares if the prices drop, preventing themfromcom ng down too fast.

Wth the KLSE perfornming as it has been, many bl ue chip shares are now
attractively priced, said anal ysts, and the buyback nechani sm gi ves
conmpani es a good opportunity to buy them back at a good price.

"When they do so, it will be a statenment of their confidence in their
own conpany and sharehol ders shoul d see this as a positive nove," a senior
anal yst sai d.

Past studi es, he added, have shown that the price usually goes up after
a buyback.



However, until nore details are rel eased, nobst conpani es contacted by
Busi ness Times said they will wait for further details before making a
deci si on.

Most are reacting like Iike power conpany Tenaga Nasi onal Bhd, which
said yesterday it has no i medi ate plans to buy back their own shares.

"No, we have no plan yet," said its executive chairman Datuk Dr Ahmad
Taj uddin Ali.

Tenaga's articles, |ike many other conpanies, do not allow for share
buybacks and Taj uddi n sai d Tenaga has not consi dered changi ng t hem yet.

Meanwhi |l e, Mrzan Mahathir who controls a nunber conpanies listed on the
Kual a Lunpur Stock Exchange sai d conpani es under his stable have not
deci ded on the buy back of their shares after the authorities rel axed the
regul ati ons.

"It is a question of putting where the funds are nore useful as nost of
the conpanies' funds are tied. (And) whether the buy back of shares will
i ncrease the value of the shares of the stockholders or investing it in
busi ness that generates profits for the conpanies,"” he told reporters
after the opening of the conference on "Borderl ess and El ectroni c Comerce
in a New and Borderless Wrld," in Petaling Jaya yesterday.

Conpani es are allowed to buy back the shares from Monday fol | owi ng t he
gazetting of the Section 67A of the Conpani es Act 1965, together with the
rel ated regul ati ons.

The aimof the provisions anong others is to help stabilise the supply
and dermand of securities and consequently their prices.

Anong ot hers, the KLSE-Iisted conpani es controlled by Mrzan include
Konsorti um Per kapal an, Di perdana and Transmnil e.

To a question that buy back move will hel p reduce the market volatility
by reduci ng the nunber of shares, Mrzan said one issue that needs to be
| ooked at is that the shares could be nmanipulated if the nunbers are
greatly reduced.

To anot her question that the share prices of his group of conpani es have
fallen badly, he said: "I think it is a question of market sentinents
rat her than fundanental s."

"I think when sanity returns to the market eventually, it (shares) wll
reflect the fundanentals. What we are doing right nowis concentrating on
t he fundarmental s," he sai d.

"W see the values of the shares because off the PEs (price earning
rati os) have come off dramatically.”

Mrzan said what the people are saying is that at |east the sentinment
seens to be that these conpanies are going to nmake profits for a nunmber of
years.

"There is value but the question is whether buying shares will increase
t he val ue of the stocks for the shareholders or putting the funds in
busi ness which generates profits," he said.

(END)



	Time needed to effect share buyback rules (NST 03/09/1997)

