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Working towards a snmooth birth for Mesdaq

Shahri man Johari

LI KE an expectant nother, Malaysia is anxiously awaiting the birth of its
| at est stock exchange - Ml aysi an Exchange and Autonated Quotati on Bhd
(Mesdaq) .

The hol di ng of the National Conference on Mesdag, Venture Capital and
Private Equity last week is a clear indication that things are finally
novi ng ahead. Mesdaq executive chairman Khairil Anuar Abdul | ah's
announcenent that the exchange will start operations within the next six
nmont hs i s i ndeed wel coned.

However, exactly when it will start up depends on Mesdaq's preparedness
and the Securities Conmi ssion's (SC) approval process for conpani es which
have applied for listing on the new exchange.

The past one year nust have been trying for Khairil Anuar and the SC,
wor ki ng hard towards ensuring a snmooth |aunching for Mesdaq, especially
with the onset of the regional financial and econom c crisis.

As a result of the economic turnpil, investor interest waned, and the
KLSE Conposite Index suffered a plunge of 79.3 per cent to 262. 70 points
on Septenber 1 this year froma high of 1,271 points on February 25 1997
The i ndex has since then recovered sonme ground.

There was tight liquidity in the financial system |oans were not
forthcom ng, projects were deferred and corporate results were badly hit.

Thi ngs have nostly settled down now as a result of Prime M nister Datuk
Seri Dr Mahathir Mhamad' s prescriptions of currency exchange rate
controls, followed by a business-friendly 1999 Budget.

Wth the economy expected to resunme growi ng next year by 1 or 2 per
cent, Mesdaq will be launched in an environnment that will be conducive to
its activities. It is hoped that 1999 will be seen nore positively by
i nvestors who have had inhi bitions towards subscribing for initial public
of ferings during the current year.

Concei ved as one of the strategies for achieving Vision 2020, Mesdaq
will work towards bringing together investors and growth conpanies. It
will be a stock exchange specialising in growmh conpanies, particularly
those i nvol ved i n technol ogy-based activities.

Mesdaq is also intended to give the capital market support for the
devl opnent of the Multinedia Super Corridor (MSC) as it has been desi gned
to provide technol ogy-rel ated conpanies with an avenue to raise funds to
start up, upgrade or to expand.

In a surprise announcement, it was discl osed that conpani es al ready
traded on the US-based National Association of Securities Deal ers
Aut onat ed Quotation (Nasdaq) that are interested in a secondary |isting
may sign up with Mesdagqg.

Second Fi nance M ni ster Datuk Mistapa Mhamed said Mesdag will allow for
the listing of both |ocal and forei gn-owned conpani es based in or outside
Mal aysi a.

The nmove reflects the Government's seriousness in attracting and
cooperating with foreign investors. This certainly gives a signal to the
i nternational business comunity that Ml aysia wel cones their presence and
they are free to tap funds through offerings nade on Mesdaq.

What's left is for Mesdaqg and the SCto neticulously plan in the next
six nonths to nmake sure the exchange gets off the ground.

Pl ayers wishing to float their conpani es on Mesdaq nust work doubly hard
to pronote thensel ves and convince potential investors of their potenti al



for high growth.

One consensus reached during the National Conference on Mesdaq, Venture
Capital and Private Equity is that the level of awareness on technology is
still wanting in Ml aysi a.

This may serve as an indication to the rel evant bodies set up to pronote
the information technology (IT) industry in Mal aysia that efforts to
educate the public must be stepped up and sust ai ned.

As the Second Finance Mnister put it: "Wiat is needed is nore
i nformati on and encouragenent to investors to realistically estimte the
val ue of innovation, particularly in the high-tech industry.”

However, SC chairnman Datuk Dr Munir Majid said that so far there have
been no proposals to exenpt foreign investors trading in securities on
Mesdag from currency exchange rate controls.

This is the first nodest proposal: Mesdaq should be exenpted fromthe
currency exchange rate controls because it is intended as capital narket
support for the MSC s devel opnent.

Conpanies with MSC status are free fromthe currency exchange rate
controls in a nove to encourage foreign investrments in the |IT industry.

Therefore, as Mesdaqg conpl ements t he devel opnent of the MSC by providing
capital opportunities, it is only fair that the new exchange be exenpted
fromthe currency exchange rate controls.
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