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| T bourse, venture fund to be set up (HL)

Davi d Ong- Yeoh

A VENTURE capital fund and a new over-the-counter (OTC) market are to be
set up by January to nurture small- and nedi um scal e i nformation

technol ogy conpanies to the point where they can seek Miltinedi a Super
Corridor (MSC) status.

"The mechanismis ained at propelling the small- and nmedi umscal e
enterprises (SVES) towards entry into the MSC " said executive chai rman of
Mul ti medi a Devel opment Corporation Tan Sri O hman Yeop Abdul | ah when
maki ng t he announcenent in Cyberjaya yesterday.

"Mesdaq (OTC mar ket Ml aysi an El ectronic Securities Dealing and
Quotation which is awaiting launch) will be the goal of the IT companies
for their 1PGs but before that you have to nurture themand there is as
yet no venture capital nechanismfor the purpose,” said O hman

The yet to be naned schene has al ready been approved by the MSC
| npl ement ati on Council, which is chaired by Prime Mnister Datuk Seri Dr
Mahat hi r Mohamad.

"It is a nodest effort to provide a mechanismto support the start-up
conpanies... as we don't have any other way to accel erate the devel opnent
of the SMEs in the IT sector," he said.

The new MDC initiative stens fromthe need to address difficulties faced
by small |IT conpanies in raising funds.

"The venture capital conpanies in this country at this point in tinme are
not confortable with providing capital to the I T conpani es because they
have not been able to assess the value and determine the potential of new
technol ogi es,” O hman added.

The concept of the fund, which could be called DanalT, is based on a
Swedi sh nodel and revol ves around a fund to provide seed capital for
start-up conpani es.

The fund will backed by Bank Negara which will provide the seed noney.
Contributions fromlocal financial institutions, and to a limted extent,
foreign participation are al so expect ed.

"Based on initial response, we don't have any problens getting the
financial institutions in. They have been very bullish about the idea,"”

G hman sai d.

At the same tine, an OTC narket - known as the "I-Market", the "I"
standing for innovation - will be set up as an exit point for the venture
capital conmpanies to recoup their investnents by way of sale of equity
st akes.

The participating IT company will be advised by an "I-Manager", who wl|l
nurture it in terns of the technology it is devel oping, the managenent of
the project and financial nanagenent.

The | -Manager will exam ne the managenent, capabilities and technol ogy
of the conmpany to see whether it represents a worthwhile investnent. If it
is, the conpany will be groomed for a listing on the |-Market and
eventual |y Mesdaq.

The idea is to have the |I-Manager identify and assi st conmpani es which
have comrercially viable technol ogy but which have little idea about the
busi ness si de of things.

"The start-up conpani es are given access to venture capital and the |-
Manager will nurture themto a point where they can exit into what we call
the I-Market," said G hman, who | eaves for Sweden today with officials
from Bank Negara, Mesdag and the Securities Comri ssion to see how the



nmechani sm can be fine-tuned.

Commrenting on the delay in the |launching of Mesdagq, O hnman said the MDC
is just as anxious that the OTC narket begin operations soon.

He al so said the MDC feels that politics should be kept out of the MsC
proj ect, but he does not think prospective investors' decisions would be
af f ect ed.

"Politics should not be introduced as a condition for conpanies to
invest in the MSC, " O hrman sai d.
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