Investors brace
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~for bullish Year
~ of the Dragon

TRADITIONALLY, the
Year of the Dragon, the
most auspicious of all the
animals in the Chinese
lunarcalendar,isalways
good for the economy.
And this year is the year
of the Golden Dragon, so
take the auspiciousness

. and doubleit.

\
1
1
i
|
!
\
!
i
|

Optimism is riding
high as far as the stock
market is concerned.
Investors are practically
rubbing their hands
together in glee at the
prospect of a bull run this
year.

Prime Minister Datuk
Seri Dr Mahathir Moha-
mad remarked that the
Kuala Lumpur Stock
Exchange Composite
Index should breach the
900 mark thisyear. Many
feel that if he errs in this
projection, itisontheside
of caution.

Investors are expect-
ing amuchstrongerrally
than that, and they feel
justified in doing so.

After all, the economy
is recovering steadily,
the country has been
showing a consistentcur-
rentaccountsurplus, and
imports have picked up.

The pick-up in exports
means that companies
are investing in the cap-
ital expansion of their
businesses and increas-
ing their production ca-
pacity. And growth in
production (tempered
with prudence of course)
will lead to growth in
profits.

A Dun & Bradstreet
survey indicated that
business is blooming in
| Malaysia as the business
community is becoming
increasingly optimistic,
expecting strong new

| ordersandincreasedvol-
' ume of sales.

Its vice president and

managing director for

Asean and South Asia, Mr
David Emery, even de-
scribed the whole of 1999
as a “masterpiece of a
turnaround” where Ma-
laysiais concerned.

The president of the
Economic Strategy In-
stitutein Washington, Mr
Clyde V. Prestowitz Jr,
commented in an article
entitled “Lessons from
Malaysia” in the October
issue of Fortune maga-
zine:
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Traders said the Hong
Kong market was par-
ticularly hardhitbecause
of an attack on its futures
market by the infamous
George Soros. Malaysia,
they said, was less vul-
nerable, because there
are less foreign funds in
the market.

Most analysts con-
tacted by the Business
Times were jittery about
theUSmarketanditspos-
sible effect on the local
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“What sets Malaysia
apart is greater speed
and extent of its reform

efforts and the Dbetter.

health of its fundamental
economic structure.”

However, the Kuala
Lumpur stock market,
which started the new
millennium with a bang,
closing 21.56 points high-
er at 833.8%9 on January 3,
saw its gain eroded dur-
ingthecourseofthe week,
due in no small part tothe
360-point plunge on Wall
Street last Tuesday. Wall
Street sank on rumours
that the Federal Open
Market Committee might
be raising interest rates.

Although this reflected
theimportanceofthe New
York stock market’s
influence to some extent,
the KLSE held up rea-
sonably well in compari-
son with other regional
markets. Hong Kong, for
example, fell 1,200 points
or 7 per cent last
Wednesday.

In fact, the local bourse
managed to close 6.10
points higher for the
week, a good perfor-
mance by regional stan-
dards.

economy and stock mar-
ket.

“Theirstockshave gone
up far beyond their
profitability and while
consumer confidence is
still at a high, business
confidence is pretty low.
Everyone seems to be
waiting for the axe tofall,
which is why they over-
reacted tonewsof apossi-
ble interest rate in-
crease,” one market ob-
server mused.

It is a good sign, how-
ever, that the Malaysian
bourse — which used to
catch pneumonia every
time the US market
sneezed — was relatively
unaffected by the Wall
Street jitters this time
around.

As further shakeouts
are expected in the Dow
Jones, which has been
described as “so bubbly it
could be mistaken for
champagne”, it will be a
testoftheresilienceofthe
Malaysian market and
andtherecovery process.

Funds are, after all,
impartial — they go
wherethereismoneytobe
made.
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