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Fund managers' trip to Mal aysia reflects confidence

Lokman Mansor

THEY cane... and they saw. They were conquered. A group of 28 foreign fund
managers were in Kual a Lunpur this week for a "reverse roadshow',

organi sed by the financial advisor to the Governnent Sal onon Smith Barney.
A tight schedul e was arranged for the two-day visit, ainmed at rebuil ding

t he confidence of the investors through first hand assessnment of the
econom ¢ situation in Ml aysia.

They met with Prime Mnister Datuk Seri Dr Mahat hir Mohamad, Fir st

Fi nance M ni ster and Speci al Functions M ni ster Tun Dai mZai nuddi n, the
chi ef executive of ficers of Dananpdal Nasi onal Bhd and Pengurusan

Danahart a Nasi onal Bhd, Corporate Debt Restructuring Comittee chairnman
Dat uk C. Raj andram and Bank Negara deputy governor Datuk Dr Zeti Akhtar
Azi z.

They al so met with corporate | eaders of several heavywei ght conpani es on

t he Kual a Lunpur St ock Exchange (KLSE), incl udi ng Tel ekomMal aysi a, Tenaga
Nasi onal , Petronas, and YTL Corp Bhd.

The group itself conpri sed heavywei ght i nvestors fromAsi a and Eur ope

i ncl udi ng Prudential | nvestment Managenent, Loom s, Al GLondon, Bl ack Rock
Fi nanci al, TCW Gui nness Fl i ght Hanbro Asset Managenent, Col unbus Advi sors
and Fi neco.

The fact that these managers took the time to cone here reflects their
interest, no matter what has been reported about their | ack of confidence.
Those who attended t he neetings were nmediumto | ong-terminvestors
interested to invest in conpanies with the ability to generate sustainable
cash fl ows.

I ndeed, sone of the fund managers told the press that they felt

Mal aysia's i nvestnment climate right nowis positive.

During the neetings with the Governnment they were briefed on Mal aysi a's
sel ective capital controls and ot her neasures undertaken to overcone the
economi c cri sis.

The neeting with corporate | eaders al so gave the group val uabl e i nsi ght
into howthe private sector is responding to the financial turbul ence.

The tal ks have paid of f. Sal onon Smith Barney officials said the fund
manager s now have better understandi ng of the econony, and are begi nni ng
to see the wi sdomof Ml aysia' s capital control neasures.

The control s thensel ves have shown positive results, judging fromthe
trade surplus and the increase in Malaysia's foreign reserves. Exports in
US dol l ar terns have al so i ncreased.

Donesti c demand i s increasing based on property and car sales, while
share prices on the KLSE are tradi ng above the 600-1evel froma | ow of 262
in Septenber |ast year.

More and nore peopl e are recognising the nerits of Malaysia's currency
exchange rate controls. They see the benefits to the econonmy and now

real i se that these neasures are never ai nmed at genui ne busi ness and

i nvestors.

The sanme message was conveyed to the first group of international fund
manager s brought in by Sal omon Snith Barney i n Decenber | ast year.

That 13- menber group conprised fund managers from Si ngapore and Hong

Kong representi ng Morgan Grenfell, Rot hchilds, HSBC Asset Managenent,

I nvesco Asia Ltd, Aberdeen, UOB-OSK Asset Managenent, Mercury, Schroder,
Hender son and Al lianz.

In this week's neeting, Dr Mahat hir addressed t he fund managers'



concerns about the present one-year waiting period for portfolio
i nvestments and i ndicated that Ml aysia is considering the introduction of
an exit tax for early repatriation of capital.
The hol di ng peri od was i ntroduced on Septenber 1 1998 as part of a
series of controls toinsulate the country and the ringgit from
specul ation, and to minimse effects of the econom c crisis.
It was reported that a working group within the Nati onal Economi ¢ Action
Council (NEAC) is studying ways to nodify the controls. It is evaluating
proposal s by forei gn fund managers for Mal aysia to either i npose an exit
tax or have a system of nost-favoured i nvestors.
Si nce the nmeasures were i ntroduced to contain the econom c crisis, many
econom sts, investors and politicians have expressed concern that the
long-termeffects on Mal aysia may not be good.
The CGovernment has consistently mai ntai ned that the control nmeasures
were short-termand that they will be |ifted once Mal aysia i s convinced
that normalcy is returning to the marketpl ace.
The Governnent's readi ness nowto consider an exit tax only reaffirns
the fact that Mal aysia has never abandoned its pro-busi ness stance.
Mal aysi a wants |l ong-terminvestors, not hot noney. The Gover nment does
not want a repeat scenari o where a sudden pul | out of foreign funds caused
the KLSE Conposite Index to drop fromabout 1,200 points to 260 points.
Excessi ve specul ation in the KLSE and unet hi cal practices nust be
curbed. The | ocal bourse shoul d be one that refl ects the fundanental s of
the compani es listed, not one whichis wildly gyrating.
So a word of caution to investors interested only to make a qui ck buck
out of devel opi ng markets: Ml aysia is not about to bowto their whins. It
has shown that it iswillingto protect, at all cost, its own econony and
t he genui ne busi nesses and i nvestors who hel p build that econony.
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