28/ 09/ 1998
Drop i n weekly vol une points to declining interest

Raymond
MALAYSI A" S shocki ng neasures to revive its econony has drawn coments far
and wi de.

Initially, nost were pessimistic but as the days pass, we are slowy
seeing a change of heart.

Anong the very first to voice his support with what we are doi ng was the
econom ¢ guru Prof essor Paul Krugnman fromthe Massachusetts Institute of
Technol ogy.

He however stressed that capital controls are only a short-termneasure
to give us tine to put our banking systemin order.

The IM=in its annual report on gl obal capital markets has said that
capital controls may have short-termbenefits

Even then, there are still others in | M- who are very concerned and say
that there are no substitutes for sound econom c policy.

The best proof is for us to showthe world that "Ml aysia Bol eh". This
wi Il becone clearer when the effects are seen in the next couple of
nmont hs.

It has been three weeks since Prinme M nister Datuk Seri Dr Mahathir
Mohamead i nposed capital controls to shut down specul ati on on the ringgit.
International Trade and Industry M nister Datuk Seri Rafidah Azi z has
sai d that these neasures will be renoved once the gl obal financial markets

return to nornal

Since the inmposition of capital controls has been instituted, the KLSE
Conposite I ndex (KLCl) has risen froma | ow of 262. 07 points to a hi gh of
445,06 points, a gain of 69.8 per cent. Qur stock market is expected to
i mprove further with the [ atest Bank Negara rel axation for higher |oan
limts for the purchase of shares and unit trusts.

Currently, the KLCI is standing at 387.57 points. Since its recent
cl osing hi gh of 445. 06 poi nts on Septenber 7, the KLCl has dropped back to
bel ow t he 400 point level and it has not been able to repeat the same
feat.

Basically, there are three reasons for this. The quantumleap that it
took in early Septenber, when the KLCl inproved by 69.8 per cent conpared
to the current figure of 47.9 per cent is still a very steep junmp in just
over three weeks. Qur market therefore needs tine to absorb and di gest
this.

The second i ssue concerns the political atnosphere in our country; the
arrest of forner deputy prine mnister Datuk Seri Anwar | brahi munder the
Internal Security Act, and the near riots staged by his supporters has
created anxi ety anong i nvestors.

The third possible reason is the effect of our currency control when it
i s inplemented.

On the technical front, our timng device has been bobbi ng up and down
i ke a yoyo without a definite direction

Just about the only consolationis that the tim ng device has so far
managed to stay above its zero support |evel.

The situation over at the nediumtermO0/0 indicator is that it has
continued to trend up but at a sl ower pace, while weekly vol ume has shrunk
by 35.3 per cent, conpared with the precedi ng week.

The drop in volune for the second consecutive week i s viewed with sone
concern, as it indicates afalling interest in the market and this does
not happen in an uptrend market.
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