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OVERVHELM NG RESPONSE TO BOND | SSUE REFLECTS | NVESTOR CONFI DENCE

By: E Sivabal an and M khail Raj

KUALA LUMPUR, May 27 (Bernama) -- The overwhel mi ng response to
Mal aysi a's 10-year G obal Bond issue of US$1 billion denpnstrates the
i ncreased | evel of investor confidence in the Ml aysi an econony, Prine
M ni ster Datuk Seri Dr Mahat hir Mohanmad sai d today.

"Peopl e have accepted that our econony has turned around. They are
confident about the future of Malaysia and this is why they (investors) are
willing to put noney in the country."”

"There is a great deal of interest in the bonds based on the 300
percent oversubscription," he told Bernama in an interview after calling on

King Mswati |11 of Swazil and.
However, Dr Mahathir said that Ml aysia was "only making a US$1 billion
bond i ssue instead of US$2 billion as US interest rates have risen, and as

a result, spreads have al so wi dened."

"W were expecting the spread to be at (the | evel) when we | aunched
(the road show) but now all the economi es of devel oping countries are
affected by the interest rates rise and the w dening spread, so nuch so the
spread has al so increased for those who have al ready issued their bonds,"
he sai d.

"Even the spread for the Petronas bonds have al so increased,"” the Prine
M ni ster sai d.

"All this is because of the problens in Latin Anerica, particularly the
econom es of Argentina, Brazil and Mexico which are not doing well, it has
af fected the whol e market."

"So we have to pay higher interest of 8.75 percent," he said.

Asked on when the next issuance would be nade, the Prime Mnister said
it woul d depend on the market.

"W will look at the market. If the interest rates are steady and
i nprove, then we can go for another US$1 billion," he said.

On the feedback fromforeign investors during the roadshow, he said
they were very positive.

"I'n fact, the roadshow was very successful, |ots of people turned up
and they were keen to buy the bonds and we have no difficulty over that,"
he sai d.

Asked on what the noney would be used for, he said it would be used for
"a lot of things, nothing specific, mainly for the econom c recovery."

"OF course we have sufficient funds in the systembut it is necessary
for us to establish our rating in the bond market," he said.

Asked what he woul d now say to credit rating agenci es whi ch downgraded
Mal aysi a | ast June when it was about to go on a roadshow to i ssue bonds.

He said: "It's quite obvious people are ignoring the rating agencies,
because they have been wong nany tinmes. People cannot rely upon them
anynore, so people ignore them"

"Their ratings come not so nmuch fromthem nmaki ng a proper eval uation
but they try to act, perhaps, based on their personal agenda."

"That neans they have lost credibility (but) we have gai ned
credibility."

On the reluctance to include Mal aysia on the Morgan Stanl ey Capital
International (MSCl) index, he said it did not not matter.

"The main thing is whether the stock market is doing well, whether it
is quoted or not does not matter, people are investing, lots of foreign
funds are coming in now "



"When we announced the exit tax and changes in conditions to the
sel ective capital controls, we thought the noney would flow out, so far
nobody has taken out the noney, instead |ots of noney cane in."
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