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Fi nance st ocks spear head 3-day KLSE run-up

Franci s Fer nandez

FI NANCE stocks listed on the Kual a Lunmpur Stock Exchange (KLSE) received a
much- needed boost | ast week with the announcenent of several governnent
measures intended to revitalise the econony.

The finance sector posted a whopping gain of 36.22 per cent in three
days, starting Wednesday. Its index, which closed off 53.01 points on
Tuesday, soared 142.73 points to 1,785.10 the follow ng day, and then
anot her 94.01 points to 1,879.11 on Thursday.

It then capped the week with a 358.18-point junp to 2,237.29 on Friday.

The four-day tradi ng week started with an announcenent on Mbonday, which
was Merdeka Day, by the KLSE of new regul ati ons whi ch, anbng ot her things,
require all Ml aysian securities listed onit to be effected through the
KLSE or an exchange which it recogni ses.

This was foll owed by Bank Negara's inposition of exchange controls on
Tuesday and the fixing of the ringgit/US dollar rate at 3.80 on Wdnesday.

A day later, the central bank reduced its three-nonth intervention rate
to 8.0 per cent, from9.5 per cent previously.

On Friday, the Stock Exchange of Singapore suspended over-the-counter
dealings in Ml aysian securities and then issued a statenent late in the
day saying it intends to cease such trading on its Central Limt Book
Order International in view of the neasures taken by Kuala Lunpur.

Together with the renmoval of Datuk Seri Anwar | brahi mas deputy prine
m ni ster and finance m nister and his subsequent expul sion from Umo, it
was i ndeed the biggest gulp of devel opnents in the exchange's history for
the market to digest within a week, but investors took it all in their
stride.

The market appeared to revel in the prospect of |ower interest rates,
easier liquidity, a flowback of business and ringgit deposits from
Si ngapore, and of course the economic benefits of a stabilised ringgit.

In addition, the banking sector in particular took heart fromthe
possibility of a redefinition of non-performng | oans (NPLS).

I n expl ai ning Bank Negara's neasures, Prime M nister Datuk Seri Dr
Mahat hir had noted in a live interview on tel evision on Tuesday that the
| evel of NPLs had increased since the central bank started | ast year to
classify | oans not serviced for three nmonths as non-perform ng, as opposed
to six nmonths previously.

"We can perhaps do as in many countries, where there is notime limt
for NPLs or where it is nine nonths or six nonths," the Prime M nister had
sai d.

In the three-day rally, notable gainers of the finance sector were Arab
Mal aysi an Merchant Bank Bhd (54 sen to RML. 93), Conmerce-Asset Hol ding (60
sen to RML.45), MBf Cap (24 sen to 62 sen), Maybank (94 sen to RMB. 78),
and Phileo Allied (27 sen to RML. 59).

RHB Cap, which put on 64 sen to RML. 57 between Tuesday and Fri day,
enjoyed an added lift fromthe announcenent of the entry of Dananoda
Nasi onal Bhd as the main financier, in place of PhileoAllied Bank, in RHB
Bank' s proposed nerger with Sine Bank Bhd.

Dananpdal has agreed to inject RML.5 billion to recapitalise the nerged
bank.

It was no surprise therefore that finance stocks were the nost heavily
traded counters | ast week.
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