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Getting Bumis to i nvest EPF noney in ASN2

Shai k Gsman Majid

ON Wednesay, Prinme M nister Datuk Seri Datuk Mahat hir Mohamad | aunched a
fourth unit trust scheme of Pernodal an Nasi onal Bhd - Amanah Saham

Nasi onal 2.

The other three are the original ASN, |aunched in April 20, 1981; Amanah
Saham Bum putera (January 1991); and Amanah SahamWawasan 2020 ( Aug 16,
1996) .

Al'l three had simlar objectives, but the nature of the products
differed. The overriding ai mwas to nobilise Bum putera funds, in the case
of ASN and ASB, and t he savings of all Ml aysi ans between t he ages of 12
and 18, in the case of ASW2020.

The first ASN was a fixed-price fund. The savings were safe and unit
hol ders can redeemany and all anounts at their will and pleasure. On
their investnents, PNB annually paid out units in the formof dividend and
bonus. Intheinitial years the returns were handsone: a total of 20 per
cent in 1981 and 18 in 1982.

And so millions and millions of Bunmi puteras saved with the ASN. The
consequence was quite a fewinvestors breached the initial caps on savings
of RMbO, 000 and RMLOO, 000. Today's ceiling is Rv20O, 000.

Real i si ng the popularity of the fund, PNB recogni sed the need to address
the preferences of short- and mediumterminvestors who nmight be willing
to take an el enment of risk. And so it came out with another unit trust
schene - Amanah Saham Bumi put er a.

But PNB was not exactly sure about the response to the newtrust schene.
And so it cane up with the idea of offering investors the option of
participatingintwo differing unit funds: one, a fixed price schenme, now
called ASB, or a variable price fund, the nmetanorphosed ASN. The latter
schene has i nherent benefits and risks. Benefits are in the formof price
appreciation of the units if the stock market i s buoyant. The icing on the
cake cones in the formof annual bonus units.

Conversely, therisks are real. If the stock market slunps, the price of
units will decrease. Consider the current price of a unit of ASN. At close
of tradi ng on Thursday, the manager's buyi ng quote was 63 sen; selling, 68
sen.

Once Bumi puteras had read the risk elements in a variable price fund,
the majority of themchose the safe road of a fixed price fund that ASB
had becone. And so that had been the big picture of the two main unit
trust schemes of PNB. As at April 30, 1999, ASB has funds totalling RM5.7
billion nobilised from5.01 mllion unitholders. At the same tinme, ASN has
only garnered RM2.4 billion in savings from1.3 nmillion investors.

Clearly then the question arises: if ASN, with its elenent of risks, is
conparatively not attractive to Bum puteras, why | aunch anot her simlar
fund? Surely you cannot | aunch a brand new car of a nodel first brought
out ten years.

ASN2 has al so a benefit. That is the death benefit schene. If you are
uni t hol der for three years and have at | east RMLO, 000 i n your account,
your beneficiaries will receive an i medi ate cash paynent of RM200 and
| ater, RML, 800 when you die. But that benefit is common to all the other
three unit trusts nanaged by PNB, though it is not wi dely known.

So two features have been added to ASN2. One, you don't have to pay a
servi ce charge when you buy units; you only pay a maxi mumof ten per cent
when you sell. Two, you can invest as nmuch as RVb00, 000 whil e the two



ot her schenes pl ace ceiling of RM00, 000.

To attract investors, PNBis offering incentives: 20 free units for
every 1,000 during the introductory period between June 30 and Sept 30. A
gift of two per cent m ght not be handsone, but it will neverthel ess swell
t he mandat ory m ni mumi nvest ment of 1,000 units to 1, 020.

Moreover the offerer will nmaintain the price of each unit at a ringgit
until Dec 31 after which the price will be calibrated by the net asset
val ue of all the fund' s investnents. No i nvestor can transact any
redenption until the newyear. After which he woul d fidget and fret as he
tracks the daily price nmovenments. If it is higher than a ringgit he would
be singing; if it is |ower, he would be nmpani ng.

And payday, in terns of bonus, woul d not come until after June 30, 2000
whi ch woul d be the end of ASN2's financial year.

Now gi ven t hese features of ASN2, which are nore or less simlar to
those of the first ASN, what is the rationale of ASN2? PNB group chi ef
executive, Hamad Karma Piah Che Ot hnan, offers a clue. He cited three
obj ectives | ast Wednesday. One, to heed the Governnent's call to mobilise
nore savi ngs fromBum puteras. Two, to enabl e the fund managers to take
advant age of the rel atively buoyant stock nmarket and pick attractive
st ocks at reasonabl e prices.

But the third objective, reveal ed by Hanad Kana, is nore i nteresting.
The fund woul d al | ow contributors to the Enpl oyees' Provident Fund to
invest in ASN2. This statenent is a volte face. For when i n Novenber 1996,
the EPF i ntroduced a benefit to enabl e contributors to invest ina unit
trust schene of their choice but acceptable to the fund, PNB di d not rush
to join the queue.

Nobody wanted to reveal the reason why PNB refrai ned frombeing
registered in EPF' s list of unit trusts. Sources in EPF have sai d t hey had
tried and tried.

The contenti on appears to centre on the fees EPF woul d charge on the
returns on unit trust investnment which is about 0.25 per cent. But the
tussl e appears to have been resol ved now. Though at t he nonent, EPF has
not technically agreedto allowits menbers to withdrawto i nvest in ASN2.
But word all round is that EPF nenbers will be allowed to participate in
ASN2.

VWhi ch brings us to the questi on what nakes PNB t arget Bum put eras anong
EPF contributors as the nmain investors in ASN2? One, the rel atively
wi despread di scontent anong EPF menbers over the | ower dividend yiel ds on
their savings over the past several years. Wich is the basic reason why
EPF wor ked out the i nvest ment withdrawal scheme. Two, the huge savi ngs
many contributors have in their accounts.

The | atest EPF report is not available. But the 1997 report is.
Statistics in that report show nore than 165, 000 nenbers have nore t han
RMLOO, 000 i n their accounts. Which neans they can w thdraw at | east
RMLO, 000 t hrough t he i nvest ment benefit schene. Many can w t hdraw hi gher
amounts. Al npbst a thousand have a nmillion ringgit and nore. They can
wi t hdraw as much as RM200, 000. And anpong themwoul d be at | east a few
hundred Bumi puteras. It is this lot and those who are eligible to w thdraw
| esser suns that PNB wants to net.

But will it succeed? Only tine and the good fortune of the stock market
will tell. The Bum putera EPF investor, especially those with substanti al
savings in their accounts, will be nearing the end of their career. They
have only the nest egg they have built upin the EPF to confort themin
the twilight years.

They wi || consider deeply the Prospectus of the ASN2 whi ch PNB has
t hought ful I'y published on Thursday. The statistics of ASNin that docunent
show t hat the years before 1998 were good; dividends were hi gher than 10



per cent; and the price of units were priced as high as RML. 55.

But | ast year's figures were bleak. Price of units plunged to 0.64 sen,
a capital depreciation of nore than 36 per cent.

Except for therisein prices inthe stock market, little would perforce
the Bum putera to prise his savings in EPF to invest in a variable price
unit trust. He would desire nore security in returns.

That is there in the ASB schene. In good tinmes as well as bad tines it
has never failed to return nore than 10 per cent in annual dividend and
bonus units. It is secure for the capital value of investnent is constant.
Bumi putera i nvestors woul d prefer that option. So PNB shoul d consi der
i mpl ementing i nvovations to the ASB schene. One, raise the limt of
savi ngs to RVb00, 000 and nore. This woul d easily prod Bum puteras anong
EPF contributors to place their noney in that schenme. Moreover it m ght
even have retirees to desposit their entire EPF withdrawal s i n ASB.

What nore does PNB want? Does it not desire to nobilise the savings of
Bumi puteras. Here are huge savings of the retired and ASB assures theman
annual return, far, far higher than any other financial institution, at
| east in the next few years.
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