25/ 04/ 1998

A l esson for the investors

SOME of today's nost successful corporate figures had previously faced
adversity, even bankruptcy, and had risen fromthe ashes, so to speak. O
course, there are nmany others who never recovered, but the point is that
bei ng under receivership is not necessarily the end of the road for a
corporation or an entrepreneur. Receivership, is in fact, a norma
procedure provided for in the | egislation governing conpani es; nornma
because conpanies face difficulties even in the best of economc tines. In
the current not-so-good circunstances, it is only natural to expect nore
conpanies to be in trouble. However, it benefits no one for the receivers
and managers of conpani es going through hard tinmes to be too hasty in
seeki ng to begi n wi ndi ng-up procedures.

The first option should involve an attenpt to revive the foundering
conpani es. This could invol ve various neasures, including a corporate
restructuring, debt reconstruction or an outright corporate takeover.
Conpani es under receivership should be liquidated as a | ast resort and
only after all options to put the conpany back on its feet have been
expl ored and exhausted. The remarks by Prine Mnister Datuk Seri Dr
Mahat hi r Mohanmad that sone of the conpanies which are currently under
recei vership could be revived refl ect precisely such sentinments. No
conmpany likes to be in this position, not |east because the word
recei vership conjures up an i nage of a busi ness havi ng been poorly
managed. The sinple truth is that many a good conpany or busi nessman were
caught totally offguard by the regional financial storm Even the nost
conservative of entrepreneurs are affected. In the i mediate future, the
mar ket may well see nore failures as conpanies find thensel ves unable to
service their obligations or forced to default on contracts, through no
fault of theirs.

G ven the econonm ¢ downturn, corporations have not unexpectedly cone
under heavy pressure. In fact, financial results for the year ended
Decenber 31 1997 painted a gl oony picture of earnings since the crisis hit
the country in July last year. Corporate results for the period were
generally |l ower, with some conpanies reporting pre-tax | osses, and the
wor st may not be over for many. This will be because it is always hard to
make up for lost ground but it will also be for the fact that the
Mal aysi an econony has reached a |l evel of maturity to see high industrial
integration and i nterdependence. Linkages magnify adverse conditions
during a downturn as nuch as they do spinoffs during boomtines.

Recent reports have given rise to a great deal of specul ati on on whet her
certain conpanies will go under. The runmour-nmills have i ndeed been busy,
churni ng out sensationalist "stories" about compani es bei ng overwhel ned by
multi-mllion ringgit debts and about major corporate figures supposedly
facing i nsurnountabl e financial problens. There is no denying that sone
conpani es and corporate figures are feeling the heat, but market tal k
often has a life of its own, and invariably gets bl own out of al
proportions. The new y concl uded deal for the taking over of Sinme Bank by
Rashi d Hussain Bhd (RHB) is a case in point. Prior to the announcenent of
t he fundi ng package, tal k abounded that RHB woul d not be able to raise the
requi red funds. There were al so suggestions that the group was in fact
"forced" to acquire Sine Bank. The deal has been finalised and the
doubters put in their place.

Hopefully, this will be a |l esson for the stock narket investors,



primarily, when they are next passed a piece of "information" about such
and such a conpany or businessman, that they will be able to distinguish
between fact and fiction, or worse, vicious lies, and to react rationally
rat her than succunb to the herd instinct. As for the appointed receivers
and managers, they nust be able to distinguish between conpani es that were
i nherently badly managed and t hose which suffered sol ely because of sudden
unforeseen risks arising fromthe fallout fromthe regional financial
turbul ence, and the consequent thinning of opportunities.

( END)



	A lesson for the investors (NST 25/04/1998)

