21/ 09/ 1998
Need t o boost corporate governance

Datuk Salleh Mjid

THE 16t h Commonweal t h Ganes are al nost over. All the bl ood, sweat and
tears have borne the fruits of success. W have sil enced the many critics
who doubted our ability to stage the world's second bi ggest sporting
event.

Mal aysi ans have proven that the economc crisis has not prevented t hem
fromnaki ng the Ganes a roari ng success. One only has to | ook at the huge
crowd that turned out for the lawn bowing finals on Saturday where
Mal aysi a and the Republic of South Africa fought for the gold in the
| ady' s singles tournanent.

The rhythm ¢ gymmastics finals and the hockey seni-finals also played to
packed st adi uns. Mal aysi a may not have participated in every single event,
but warm hearted Mal aysi ans who were al so ardent sports fans turned up to
cheer the other teans along in events |ike rugby.

The light rapid transit (LRT) systemwas fully utilised as thousands of
peopl e sought to pile into coaches that woul d take themto the various
Ganes venues. Before the Games began, the LRT stations woul d general |y be
enpty for nost of the day. The crowds were only visible during the norning
and eveni ng rush hours.

At the time of witing, Malaysia holds fifth place in the Games neda
tally. 70 Commonweal th nations are participatinginthese Ganes, maki ng
t he Kual a Lunpur 98 Ganes the biggest in the history of the Ganes.

Mal aysi ans have won nedal s i n events for which we have never won nedal s
bef ore and never expected to win any this tinme either. In sonme of these
events. for exanpl e the wonen's shooti ng event, Ml aysi a even managed to
sweep t he gol d.

The cycling event set the pace for Malaysia with a silver nedal. Then
cane Kenny Ang with a gold in bowing, Hi dayat with his gold for weight-
lifting, the four rhythm c gymmasts with their gold, the men's badm nton
teamwon a gol d, the wonen's badm nton teamwi th their very unexpected
silver, a gold in boxing and many nore.

Nur ul huda, despite having broken her armjust before the Games started
went on to wi n the shooting gold nedal for Mal aysia in Langkawi .

G ven Mal aysia's performance in these Cormonweal th Ganmes and t he
spl endi d manner in which we have hosted the Ganes, it is certainly not too
far-fetched to say that we could field sone very good teans in the 2000
A ynpics and even put in a bid to host the 2008 A ympi cs.

The sceptics, who had doubted our ability to host the Commonweal t h Ganes
will now have to eat their words. And, they will not be the only ones who
will have to do so

The many peopl e who had criticised the need to introduce drastic foreign
exchange control s in order to i nsul ate the Ml aysi an econony have al so
been forced to admt that they were w ong.

The United Nations Conference on Trade and Devel opnent, inits report
| ast week, clearly proclained the nerits of measures such as these to
revitalise economes during times of crisis. (I call these neasures
Mahat hi r noni cs) .

Meanwhi | e, the International Mnetary Fund (I M) also admitted | ast week
that it had failed to resuscitate the econoni es of South Korea, Thail and
and I ndonesia with its econonic prescriptions.

The US i s now begi nning to feel the crunch brought about by a weakeni ng
demand fromthe troubl ed Asi an countries. The currency crisis has also



spread to Russia and i s begi nning to knock on Latin Anerica and Sout h
Africa's doors

Inlinewiththe growi ng concern surroundi ng declining profits, the Dow
Jones I ndustrial Average has becone nore sensitive to the current
devel opnents and t he chai rman of the US Federal Reserve Al an G eenspan has
even hinted that the Fed may | ower interest rates.

The Fed i s now seriously tal king about | owering interest rates, but the
I MF want ed the Asian nations in crisis toincrease their interest rates as
a condition for assistance. It is hoped that these events will spur the
devel oped nati ons towards i npl enenting rul es and gui delines to curb the
destructive activities of gl obal currency specul ators.

VW were also told | ast week that RML1 billion was brought back into the
country from Singapore - in order to avoid the October 1 deadline after
which the ringgit will cease to have any val ue abroad.

The RML1 billion and the RMB billion - which had been rel eased into the
financial systemwi th the | onwering of the statutory reserve requirenent
(SRR) from6 per cent to 4 per cent by Bank Negara Mal aysia - shoul d be
enough to stimulate the revival of the private sector.

The i ntroduction of the foreign exchange controls has bought Ml aysia a
much needed breat hi ng space which will be utilised to reviewthe various
conmponents of the capital market.

There has al so been a great deal of tal k about the i ssuance of corporate
bonds al t hough very little has been done to turn these words into reality.
There has been a continued focus on equities although derivatives such as
the stock index futures have attracted 17 per cent of the retail
investors. The very |l owl evel of institutional participationinthe Kuala
Lunmpur Options and Financial Futures Exchange requires to be seriously
reviewed i f Mal aysia intends to encourage the use of these hedgi ng
instruments in the market.

The market, by definition, is still largely retail and since prices are
al ways determ ned by market forces, it is no wonder that such markets are
nmore susceptible to volatility when conpared to nmarkets with a greater
percent age of institutional investor participation.

Unfortunately, the participation of institutional investors in the
Mal aysi an nmarket is very much | opsided with only a single institution's
exposure anmounting to al nost 95 per cent of the total val ue of
institutional exposure.

Wth a declining stock market, alnost all state unit trust funds are
al so experiencing sharp declines in their funds' prices and i ncreased
anxi ety anong uni t hol ders everywhere. Perhaps, the only consolationto the
managers of these funds is the | owlevel of know edge anpng unit hol ders.

Wth the margin facilities normally enjoyed by i nvestors al ready
addressed, the one burning i ssue which had been contri buting towards the
volatility of the market is now history.

However, the contra system- a unique feature of our narket - seens to
be alive and kicking. Certain quarters seemto feel that the 5-day
settl enent systemencourages this formof tradi ng and di scourages upfront
paynment, while others feel that the systemis sacrosanct and shoul d not be
meddl ed with.

Learni ng fromthe experiences of other countries, the onus of accuracy
and transparency shoul d be pl aced squarely on the shoul ders of the issuer
Thi s has been set as a requirenent for a disclosure policy to be
i npl ement ed by the year 2001.

Regul at ory bodi es shoul d free thensel ves fromthe responsibilities of
carrying out due diligence on issuers. Malaysia has all the rules and
regul ations required torun a very efficient market. Therefore enforcenent
of these rul es nust be paramobunt. Unfortunately, in Malaysia's case, the



rules are often violated and the perpetrators go rel atively unpuni shed.
Per haps the sight of a few offenders serving prison sentences will act
as a negative i ncentive and encourage better corporate governance.
(This article represents the witer's personal views)
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