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EPF rises to the chall enge

ITWAS the first time in over two decades that the Enpl oyees Provi dent
Fund (EPF) has decl ared a dividend | ower than 7 per cent. In 1975, it paid
out a sub-7 per cent dividend of 6.6 per cent. Between 1984 and 1987, it
gave 8.5 per cent dividends to nenbers, between 1988 and 1994 it paid out
8 per cent, in 1995 it was 7.5 per cent and in 1996 7.7 per cent. By this
measure, the 6.7 per cent dividend for 1997, announced on Wdnesday by EPF
executive chairman Tan Sri Sal | ehuddi n Mohanmed, was no bi g cheer for
contributors. But the ability to pay - the EPF will have to cough up

RML. 15 billion for the 6.7 per cent dividend conpared with RM98.1 nillion
for the 7.7 per cent in 1996 - nmeans that the custodian of the working

Mal aysi an' s savings i s i n good shape despite the tight econom c situation.

Even t he Mal aysi an Trades Uni on Congress (MIUC), which represents sone
500, 000 EPF-contributing workers, appreci ates the fact that the | owner
di vidend for 1997 is no reason for protests. For nmany years, the Congress
had been anong t he nost vociferous i n denmandi ng hi gher di vi dends f or
contributors. However, Enci k Zai nal Ranpak, the MIUC presi dent, has taken
note of the current econom ¢ downturn. Anal ysts contacted by this
newspaper said the | ower dividend was under st andabl e. They agreed with
Prime M nister Datuk Seri Dr Mahathir Mohamad that in viewof | osses on
t he Kual a Lunpur Stock Exchange (KLSE), the dividend announced by EPF was
expect ed.

According to the EPF, its incone for |ast year frominvestnents in
equities declined to RM94. 27 million fromRML. 19 billion in 1996. The
rest of its income is derived mainly through Mal aysi an Gover nnent
Securities (M3S), |oans and bonds, noney mar ket instrunents and property.
Investments in MSS contributed the lion's share of its 1997 i ncone at
33.49 per cent or RM2.94 billion but this was still a drop of 2.15 per
cent fromthe 1996 figure of RVMB. 01 billion. The reduction of income from
the MSS was due to the reduced al |l ocation made to this class of
i nvestment follow ng a decline in the issuance of MSS by the Gover nnent
since 1989. Gross incone | ast year was 6.7 per cent or Rvb52.86 mllion
hi gher than the RVB. 23 billion posted in 1996. Uncertainty surrounding the
i nvest ment environnent has al so exerted upward pressure on the interest
rates regi ne. The EPF has taken this opportunity to increaseits
i nvest nent in noney market instrunents, which contributed the second
| argest share to its incone in 1997. Wth an all ocation of 25.06 per cent
as at the end of | ast year, noney nmarket instrunents contri buted RW2. 55
billion or 28.99 per cent to EPF s total incone.

What's i nportant to note, though, is that the EPF was able to i nprove
its gross incone for |last year. This grew by 6.7 per cent or RVb52. 86
mllionto RMB.78 billion despite the turbul ence in the financial markets.
Thi s was made possi bl e by the di verse i nvest nent portfolios adopted by the
EPF. Such a huge portfolio underscores the EPF' s role as a | ong-term
i nvestor and m nim ses the risks invol ved when billions of ringgit are at
stake. Astheinstitutionthat "guarantees |ife after retirement”, its
managenent has taken a very prudent approach in dealing with the econonic
downturn by investing in profitable and lowrisk counters. And as far as
the rakyat's noney i s concerned, the EPF has perfornmed quite respectably
to ensure that they get decent returns fromtheir i nvestments, sonething
t hat many corporations may wi sh to enul ate.

As such, the | ower dividends for |ast year is no reason to question the



ability of the people running the EPF. On the contrary, it is proof that

t he fund has been prudent even if it has been rather conservativeinits
performance. EPF contributors can | ook ahead with confidence. Once the
economny recovers its monentum they can expect hi gher dividends to be
announced and for the fund to continue i ntroduci ng i nnovative products to
benefit menbers - as it had been doi ng before the econonm ¢ downturn. Mre
i mportantly, contributors have seen that through the worst of tines those
who have been trusted with saf eguardi ng their savi ngs seemnore than equal
to the task.
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