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Mar ket booster

M Magesvar an

SHARE prices on the Kual a Lunpur stock market shot up in arelentless
buying frenzy in the first fewtradi ng days of Septenber after being
hamrered to a 11-year | ow

The stock market rally was unprecendented and certainly a Commonweal th
if not aworldrecordin market performance. Investors were getting their
hands on what ever was avail abl e; bl ue chi ps, specul ati ve and/ or
situational stocks and penny stocks. TA-WVN for instance shot up 1,400%
fromaround two sen per unit to 28 sen

Froma historic | owof 262.70 points at the close of trading on Sept 1
t he Kual a Lunpur St ock Exchange (KLSE) conposite i ndex junped nore than
180 points, or a mnd boggling gain of 70% within four tradi ng days.
Total turnover on Sept 7 was 1.25 billion units, valued at RML.5 billion

The market's scintillating rise indicated a show of support and an
endor senment by the people of Prinme Mnister Datuk Seri Dr Mahathir
Mohamad' s ~shocki ng noves' to restore confidence in the Mal aysi an econony.
In fact, he had expressed in m d-August that the government was concerned
and woul d buy shares to boost the stock market. The Mal aysi an i nvesting
public were given enough time to accumul ate before institutions noved in
late in the nmonth.

As the nont h unfol ded, the government noved swiftly to end specul ati on
ontheringgit by inposing controls viarestrictions on external account
transactions by non-residents; and by tightening rul es on overseas
i nvestments by Mal aysians. The ringgit was fixed at an exchange rate of
RVB. 80 to the US doll ar

Mal aysi a' s neasures on currency exchange control was supported by
renowned US econom st Paul Krugman, who wote in the Sept 7 i ssue of
Fortune that the time had cone for Asian econonies which relied on the
I nternational Monetary Fund prescribed nedicine for recorery totry a nore
radi cal renmedy - currency exchange control s.

Dr Mahat hir's bol d nove was supported by many proni nent peopl e incl udi ng
the chairman of America International Goup Inc. Maurice Greenberg. In a
letter tothe Prine Mnister, he said: "I fully support your decisionto
limt speculative tradingin boththe Malaysian ringgit and t he stock
mar ket .' New York-based AlGis one of the biggest insurance underwiters
in the US.

The st ock market was so pl eased by t he Bank Negara' s nove on exchange
rate and al so the |l owering of interest rate and increased liquidity in the
banki ng sector that Datuk Seri Anwar |brahims removal fromgovernnment and
Umo only spurred on investors to take fresh positions.

The KLSE al so announced noves to confine tradi ng of Mal aysi an shares to
t he Kual a Lunpur stock narket by not recognising tradi ng of 112 Mal aysi an
counters on Singapore's Central Linmt O der Book (C ob).

The mar ket was qui et in August with the KLSE conposite index pl ungi ng
due to poor performance by the key i ndex stocks |i ke Mal ayan Banki ng,
Tenaga Nasi onal (TNB), Sine Darby and Technol ogy Resources | ndustries
(TRI). TNB was the nost active stock with 101.279 nmillion shares changi ng
hands.

For |last nonth, the share fell RML.32 to cl ose at RM2. 18 on reports that
it was suffering fromshrinki ng consuner demand and di fficulty i n neeting
paynents to i ndependent power producers.

Mal ayan Banki ng was the next nobst active stock with about 100 nmillion



shares traded. TR, which recorded a group pre-tax | oss of RW34. 65
mllion for the first six nmonths to June 30, 1998, sawits share price
pl ungi ng by RML. 76 during t he nont h.
* M Magesvaran is a Remisier with Capital corp Securities
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