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Time to buy shares

M Magesvar an

THE Kual a Lunpur stock market's continued consolidation offers perhaps
the last opportunity for investors to accumul ate stock for the mediumto
long term

After a very taxing period beginning July |ast year, the Ml aysian
econony appears to be in a nore relaxed mood, with interest rates down
substantially and the banks |i quid.

Busi nessnmen, who hitherto preferred to place their noney in fixed
i nstrunents and reap high returns wi thout any head aches, are now
t hi nki ng; seriously of investnent through up gradi ng, expansion and new
busi nesses. They are also relieved that the governnment has fixed the
exchange rate of the US dollar vis-a-vis the ringgit so that they can plan
and book in their conmpanies profit margin with certainty.

The Ml aysi an public can now breathe wi th banks relaxing their
strangl ehol d by reducing interests on | oans and restating the
non- perform ng | oans period to six nonths.

Thanks to Prinme Mnister Datuk Seri Dr Mahathir Mhanad' s farsight ed-
ness in arresting the evils of the International Mpnetary Fund (I M)
styl ed neasures, particularly high interest rates and credit squeeze,

Mal aysi ans are regai ning their confidence and economic activity will junp
start soon.

It is indeed ironic that Bank Negara subscribed earnestly to | M- type
measur es when the governnment was trying in vain to tell the whole world
the country had snmall foreign debts and therefore should not be grouped
with financially stricken nei ghbours Thailand and | ndonesi a.

It has been a very costly I esson for Mal aysia and the pro-busi ness
governnent is doing everything possible to reinvigorate the econony
t hrough spending on infrastructure and housi ng and the pronotion of
argi cul ture and manufacturing ainmed at inport substitution and export.

As banks are now offering very low fixed deposit rates and becom ng
flexible in lending for productive and non-productive sectors, investors
have been wi t hdrawi ng noney and pl oughing it back into stocks and
properties, two sectors which have al ways outperformed fixed intrunents in
Mal aysi a' s energi ng mar ket .

Anmong t he not abl e neasures introduced by the reinstituted Bank Negara is
giving the banking institutions a free hand to determ ne the margin of
financing for credit facilities for the purchase of residential
properties, whether owner occupi ed or otherw se.

The sane flexibility also applies in the purchase of shophouses, whether
for the conduct of own business or not, and for the purchase of |and for
what ever purpose. The central bank has al so been reducing the three nonth
intervention rates, the |latest being a 50 basis points cut to 7.5% per
annum

It is also very conforting that Japan, a major beneficiary when the
Asean economries were vibrant, is willing to help its friends in troubled
tines.

Whi | e ot her devel oped countries are only offering |lip service, Japan
will punp in USS30 billion in a rescue package to South Korea and four
Asean econoni es. The Japanese contribution will include a guarantee by the
Export -1 nport Bank of Japan and al so i nvol ve Japan buyi ng governnment bonds
from Asi an nati ons.

Last nonth the Kual a Lunpur stock nmarket was shaken by the sacking an



subsequent arrest of former deputy prinme mnister Datuk Seri Anwar |brahim
and sone of his supporters under the Internal Security Act. The nmarket was
very qui et as investors remai ned on the sideline and share price drifted
ai messly. Investors hope the Anwar issue woul d be settl ed peacefuly so
that the stock market can resunme its rally.
* M Magesvaran is arenmsier with Capital corp Securities
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