06/ 05/ 1999
I nvest nent bankers al ready knocki ng on Mal aysi a' s doors

Ei r mal asar e Bani

SOME ei ght nont hs ago, Ml aysi a was regarded as a "pariah” when it
instituted sel ective capital controls to cushion the inpact of the Asian
economni ¢ and financial downturn

Adding insult toinjury, international rating agenci es downgraded t he
country's sovereignrating - which reflected the status of the country's
creditworthiness - frominvestnent grade to al most "junk bond" status.

But when the capital controls began to showresults in the country's | ow
external debt position, tremendous cashflow, strong reserves and
under val ued currency, the very sane rati ng agenci es started to change
their tune. The country's sovereign rating has now being restored to an

i nvestment grade of triple B mnus.

And following Prine Mnister Datuk Seri Dr Mahat hir Mhanad' s
announcenent that the Government will be going on a roadshowto raise
funds overseas through the i ssuance of soverei gn bonds, many i nvest nent
banks are junpi ng on the bandwagon to of fer the country various options as
to how to go about it.

Ironically, these are the same conpani es whi ch di d not have anyt hi ng

good to say of the country's neasures to revive its econony.

Si nce the Gover nnent announced t he roadshow, several investnent bankers
have come up with "solid proposal s" as to how Mal aysia can rai se funds in
the i nternational bond markets. Besides J.P. Mirgan, which has submitted
its proposal to the Government, the others include Credit Suisse First
Bost on, Sal onon Snith Barney and Gol dman Sachs.

The country needs to rai se about US$2 billion (US$1 = RMB. 80) to hel p
finance additi onal devel opnment all ocations for the remaini ng period of the
Sevent h Mal aysia Pl an (1996-2000).

The country now can choose to denominate its proposed soverei gn bonds in
US dol |l ar, euro, sterling, yen, or any other currency in the world.

Anal ysts say two primary markets - the US and Europe - are the nost
attractive.

Whi | e nost anal ysts say Malaysia will be smart to diversify its
portfolio by denom nating the bonds in several currencies as this wll
hel p to reduce the risk, the US bond narket is still the nost attractive.
Al 't hough t he euro, the single European currency, does provide an
attractive advantage in ternms of "hungry" investors | ooking forward to
trade in the newnarket, there are still alot of uncertainties about the
currency itself.

The euro market may, intinme, growto beconme an avenue to source funds
from However, analysts saidit still |lacks stability - one of the nost

i mportant factors that investors usually |l ook for. Furthernore, it is not
certain as to what Mal aysia's soverei gn bonds will be priced at.
According to anal ysts, the US market still offers the | owest interest
rates. Recently, Col onbia, Brazil and South Korea i ssued yankee bonds and
t hese recei ved good response frominvestors.

But if Malaysia is to issue sovereign bonds inthe US narket, it will be
according to the US Treasury's benchmark.

| f Petronas bond spreads are used as a yardstick, Ml aysia's sovereign
bond position should not be | ower than that for the national oi
corporati on.

At the close of |ast year, Petronas bonds' spread fell to about 12
percent age points or 1,200 basis points over US Treasury bonds. It is now



bel ow 300 basi s points.
Anal ysts said the bond spreads are proxies for market sentinents - if a
country is given a lower credit rating, the bond spread will be higher.
As Mal aysia's credit rating has been perceived as "l ower than what it is
supposed to be", the country may have to pay a higher interest rate for
the loans it raises.
But the country is in no hurry to i ssue sovereign bonds. In fact, the
Governnent has yet to deci de when the bonds will be issued, their
denom nation or the | ead manager to handle it.
It can afford to take the tine to weigh its options although by the
| ooks of things investment bankers are al ready knocki ng on t he doors.
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