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Jenni fer Jacobs

A SOVEREI GN bond i ssue at this point intine would serve both to raise
nmoney for the country as well as put to rest any outstandi ng doubts in the
m nds of investors and attract capital inflows back into the equity

mar ket .

J. P. Morgan Asia Ltd head of investnent banking for Mal aysia Philip Lee
told Business Tines in an interviewin Singapore recently that Ml aysi a
woul d have no probl enms structuring a very successful bond deal and by
goi ng on a roadshow now, putting to rest any concerns that may still be
out there.

"This is so that investors will not only buy Ml aysi an bonds but al so
start investing inthe equity narket in Mal aysia. That woul d be the i dea
scenario," he said.

Lee added that there will be issues raised, such as the future of the

sel ective forei gn exchange controls and the future of the Central Limt
Order Book (O ob) and investors would like to get clarity on these i ssues
face to face with the Mal aysian authorities

However, he added, these i ssues would not detract fromthe
attractiveness of a sovereign bond deal, as they are nore related to the
equity market.

"A gl obal fixed incone investor is concerned about two things - how a
country is going to repay the bonds, and whether in fact it is going to
repay the bonds.

"These are related to the fundanental s of the country, and everyone
knows t hat Mal aysi a, by way of Danaharta, Dananpdal and t he Cor porate Debt
Restructuring Committee, is doing nore to strengthen its econony than any
other countries in Asia," he said.

Lee pointed out that this is one of the reasons that the spreads for

Mal aysi an bonds have ti ght ened consi derably over the past fewnonths. At
t he moment Mal aysi a has four outstanding bond issues - Petronas, Tel ekom
Mal aysi a Bhd, Tenaga Nasi onal Bhd and Maybank Bhd.

"Mal aysi a probably has the best perform ng bonds in the world, which
means that fixed i ncome i nvestors are now aware of the country's good
fundanental s and techni cal story,” he said.

He added that the Governnent can do anything froma five to 10-year

deal , addi ng that he woul d not reconmrend anything | ess than five years,
and that it does not need a third-party guarantee.

"Mal aysi a has such strong fundamental economi c devel opnent that it does
not need a third-party guarantee. It is able, without question, to
acconpany its own nane," he added

He added that anything | ess than a gl obal bond deal woul d not be the

ri ght recommendation. "The Prinme M nister, Datuk Seri Dr Mhathir Mhanad
has i ndi cated that he intends to raise RMB billion, which is roughly
equi val ent to US$2 billion (US$1 = RMB. 80) and for that kind of size, we
t hi nk Mal aysi a shoul d structure a gl obal deal," he said.

Usi ng the recent Korea Devel opnent Bank bond deal as an indicator, he
thinks the majority of the bonds are likely to be placed in the US.

J. P. Morgan were | ead managers for the KDB bond deal, which was
oversubcri bed by three times, and 70 per cent of the bonds was placed in
the US.

"The bulk of the funds is inthe US. It is the nmost |iquid market.
"Fromour experience with the Korea Devel opnent Bank deal, we saw



signi ficant amobunts of demand out there, unsatisfied. Investors are nore

confortable with Asia in general, and the Ml aysi an soverei gn deal, if

structured correctly, can refocus the demand on Mal aysi a,” he poi nted out.
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