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MD sees profitable future for local firns

Jenni fer Jacobs

MALAYSI A needs effective, unified, coherent action based on a cl ear
under st andi ng of what needs to be done to design and i npl ement a better
future for conpanies in the country.

There needs to be a tough period of adjustnent but the nmessage i s not
gl oomand doombecause once those adj ustnents are made, the country will
be stronger than it ever was.

Bai n and Company (Asia) Inc nmanaging director M Mark Daniell told
Busi ness Tinmes that Prime M nister Datuk Seri Dr Mahat hir Mohamad who said
at Christnmas tine that there will be ruthless surgery requiredto fix the
problem had got the right prescription

"There's a wi ndow of restructuring and unfortunately there will be
bankruptci es," he pointed out.

But at the end of it all, there is hope for conpanies. "There will be a
profitable future and there will be restorati on of growth. The
fundanental s i n Mal aysi a haven't changed. It has a lot of things going for
it," he said.

Anong these are a good strategic | ocation, a pro-business environnent, a
highly literate, good ethic popul ation and natural resources.

In addition, he said, Ml aysia has other assets comi ng on-line such as
its newairport, the benefits of which will be com ng t hrough soon.

"There is no way of turning back to the clock to five years ago. It's a
guestion of nmoving forward pro-actively to create, to design and to
i npl ement a better future for conpanies in the country.

"The longer the delay, the nore diluted the renedi es, the slower the
recovery, the weaker the patient at the end of the period," he cauti oned.

Daniell said the present crisis is unique as Malaysia is not |agging a
gl obal recession. "What we're seeing is a unique inter-related set of
crises which have af fected a portion of Asia only.

"The USis not in recession, nost of Europe is not in recession and
parts of Asia such as Hong Kong, Taiwan and China are not suffering from
the crisis.

"It is not a sovereign debt crisis. Rather it was a situation created by
private sector conpani es taking on a |l ot of short-termdollar denom nated
of f shore debt.

"The very hi gh degree of debt meant the conpani es had to continue to
have high growth to sustain their debt service | evels. And unfortunately
the foreign currency debt was either unhedged or hedged with a
counterparty that coul d not nmake good t he ot her side of the transaction

Daniell said the two factors that drove the crisis to the depth, were
the conbi nation of very shall ow nmarkets whi ch neant that currencies coul d
be noved with very small anbunts of noney and the fact that a | ot of the
transacti ons were driven by necessity.

"Peopl e had to buy dollars to pay debt. So you ended up with peopl e
buying dollars in a thin market which drove the dollar-ringgit exchange
rate much nore because it was such a thin and nore of a one-directiona
mar ket , " he sai d.

Then t he sentinment turned negative and portfolioinvestors were pulling
out. "So there was a conbi nation of the capital market going down because
portfolioinvestors did not want the currency exposure or the economc
exposure and t he currency mar ket goi ng down because t he i nbal ance of
buyers and sellers due to the debt situation



"You ended up with the two sort of draggi ng each ot her down and the net
result of that was that the | evel s of debt which were arguably high
bef or ehand becane i npossi bl e to service with the cashfl ows of the
busi nesses, " he said.

This is because the debt |evels stayed the sane but the val ues of the
assets and t he cashfl ows dropped of f and the coll ateral which was, in a
| ot of cases, property-based did not have the market val ue.

"This is ny view of what has created the crisis. So the result is you
have sone very good conpani es operating in a very successful country in a
very difficult periodof time that requires private sector response backed
by the Governnent," he said.

Dani el | said the solutions of the problemneed to be taken at a private
conmpany | evel. "Wat people need to do is restructure to focus scarce
capi tal and managenent resource on busi nesses that can be successf ul

"The need to realign their businesses to attractive custonmer segnments,
cutting costs where costs are not required, merging and consolidating
busi nesses to create sustai nabl e conpetitive entities," he said.

He added t hat organi sations need to restructure their conpensation
systens to reward i ndi vi dual s and conpani es who contribute to create
busi ness success stories.

"For everyone operating in Malaysia right nowthere is no | owrisk
hi gh- returns strategy like there has been in the past. Nowit is a nuch
ri skier environnment and you need t o understand your customners.

"Under st andi ng your custoners' custoners is also inportant to nake sure
you get paid, to nmake sure that your custoners are grow ng and to nake
sure that you are delivering real value to your custoners to grow
busi nesses, " he sai d.

He added that the other countries which are battling the crisis are al
responding in different ways, sone nore effectively than others. "Fromny
under st andi ng, which i s not macro-econonic but a sunmary of buil ding
bl ocks that | see in the conmercial sector, South Korea and Thail and are
doi ng nuch better while Indonesia is facing a much tougher time than
peopl e t hought.

"The Philippines is al so doi ng better than people thought, partly
because of the Il ong history of International Mnetary Fund i nvol venent in
the country.

"So | think after sone initial denial and confusion, things are getting
al i gned and novi ng forward rat her than backward and i n ways whi ch are nore
positive than nost observers woul d have t hought, " he concl uded.
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