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Smal | -cap fund outlines its “increnental positions' strategy

SEACORP- SCHRCDER Sral | Cap Fund Bhd ainms to use a portion of its cash
bal ances to take increnmental positions in the stock market as it considers
that an upward adjustnent is likely in the short term

Qutlining its investnent strategy, the nove is taken with a viewto
| ower the average cost of certain existing holdings and, by taking
positions in new holdings, to create the potential for realising profits
| ater this year.

"From an asset allocation standpoint, we have continued to maintain a
hi gh cash wei ghting. This has provi ded sone cushion to portfolio market
val ues," the investnent manager said in the conpany's | atest quarterly
report.

Commenting on the investnment outl ook for the third quarter, the report
said the stock market is expected to remmi n depressed.

Investors' attention, it added, will remain focused on the Japanese
econony, currency and, in Malaysia - progress in the inplenentation of
donesti c econonic policies designed to address the current economc

pr obl ens.
I n Japan, Seacorp-Schroder said the effects of the recently announced 16
trillion yen (100 yen = RVB.04) fiscal stimulus will not be felt until

later in the year.

The econony package however, falls well short of the structural changes
to the econony required to restore sustainable long termgrowth and bring
stability to the yen.

"I'n the meantine the committment in particular of the US and China to
mai ntai ning currency stability will determ ne the outlook for the yen and
ot her Asian currencies in the short term" the report said. Donestic
econom ¢ policy, on the other hand, appears to have taken a new direction
in response to the rapid slowi ng of the | ocal econony.

The Prime Mnister Datuk Seri Dr Mahathir Mhamad' s call to | ower
effective lending rates as a neans to reduce the corporate sectors's debt
service burden has led to a cut in the Statutory Reserve Requirenent (SRR
to 8 per cent from 10 per cent.

It was recently announced by Bank Negara Ml aysia that effective
Septenmber 1, the SRRw |l be further cut to 6 per cent fromthe present 8
per cent.

The concern remai ns, said Seacorp-Schroder, that such efforts address
the synptons rather than the root cause of the country's econom ¢ nal ai se

"Wthout a restructuring of outstanding problemloans and t he subsequent
recapitalisation of the banking system a sustained fall in interest rate
levels is unlikely to be achievable w thout triggering a self-defeating
further round of danmaging ringgit weakness," the conmpany further
nment i oned.

For the six nonths ended June 30 1998, the conpany recorded a net
deficit before finance costs and taxation of RW53.38 nillion.

The conpany al so registered a total |oss on investnents amounting to
some RVR58.59 million for the half year period.
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