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FROM a candi date for International Mnetary Fund "takeover” to a heretic
and pariah of the free market, Ml aysia has cone a | ong way since those
heady, uncertain days.

It started with the adoption of the I M~sanctioned tight nonetary policy
by former Finance Mnister Datuk Seri Anwar Ibrahimin the final quarter
of 1997 whi ch threatened to bankrupt the econony.

This was foll owed by the inposition of selective capital and exchange
controls in Septenber |ast year by the Prine Mnister, Datuk Seri Dr
Mahat hi r Mohamad, which saw the country bei ng wi dely condemmed and
i solated by international financiers.

In recent nmonths, however, a grow ng nunber of the people who ostracised
Mal aysia for inplenenting the controls have nodified their stance, saying
that the policy worked.

Hence, Thursday's successful |aunching of the country's sovereign bond
in New York can be seen as marking not only Malaysia's return to the
gl obal capital narkets but nore inportantly the acceptance of the country
by gl obal investors.

The US$1 billion (RVB.8 billion) 10-year gl obal bond was oversubscri bed
by 300 per cent although its rating, according to sonme anal ysts, was not
as favourable as originally expected.

The bond, according to them opened on the higher side - at 330 basis
poi nts over conparable US Treasury Bills.

But the sane sources said over the next six nmonths, the spread shoul d
get within 20 or 30 basis points of a simlar bond i ssued by South Korea,
and they consi dered the Ml aysi an bond a "good buy" given the current
difficult market.

Reut ers noted that Asian debt nmarkets, smarting froma week of Latin
Ameri can and Russian rel ated tensions, welconed the attractive pricing of
Mal aysi a' s bond.

The Governnent, which was |led by First Finance M nister Tun Dai m
Zainuddin in the fund raising exercise, considered the success of the
| aunch as a turnaround in investors' perception of the country.

G ven the prevailing market conditions and the decline in the Enmerging
Mar ket Bond | ndex, the 330-point spread is considered favourable. In fact,
it fell to 300 points soon after Asian trading comrenced.

The Governnent had originally intended to raise US$2 billion fromthe
exerci se. But taking into account the w der than expected spread and the
potential for continued unstable market conditions, the decision was taken
to raise only US$1 billion

Speaking in New York, Daimsaid the Government's | ow financing
requi rements gave himthe flexibility to determ ne the volunme that nmet the
obj ective of the bond issue.

AFP quot ed a Si ngapore-based anal yst as saying that the bond | ooks good
fromthe buyers' point of view while the borrowi ng cost is not likely to
be a maj or issue for the Mal aysi an Governnent.

Dr Mahathir said the overwhel mi ng response reflected investors
confidence in the Ml aysi an econony and the acceptance that it was turning
around.
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