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KL bourse set for upward ride in conm ng nonths

MALAYSI A' S stock market is set for an upward ride in the com ng nonths on
the back of the country's re-entry into an international benchmark index,
firmy putting behind a difficult period of the past two years.

The market is now taking a breather but there is little on the horizon
that could rein in the anticipated rally unless Vll Street takes a sharp
beati ng, anal ysts said.

"Wth anple liquidity, lowinterest rates and a grow ng econonic
recovery, the environnent for stocks is favourable in the near term" said
an anal yst at a brokerage.

Mal aysia's return to the Morgan Stanl ey Capital International (MSCl)

i nvestnent indices on May 31, less political uncertainty and heal t hy
corporate earnings are expected to add to the strength of the narket,
whi ch has gai ned 17 per cent this year.

Merrill Lynch put the benchmark Kual a Lunpur Stock Exchange Conposite
I ndex (KLClI) target for 2000 at 1,300 points, near a record high of 1, 332.
This conpares with 949.85 on Friday. The index dived to 261.33 in
Sept enber 1998.

Despite lingering concerns such as an interest rate hike and the rel ease
of Mal aysi an stocks fornmerly traded in Singapore's over-the-counter
mar ket, |onger-termtrends are good.

"Strong liquidity and pent-up demand for I T and Internet stocks will
drive the stock market in the nonths ahead,"” said G K. Goh Research. "W
are mai ntai ning our m d-2000 KLCl target of 1,130 and year-end target of
1,250."

The central bank nay hike rates if inflation becane a threat, a nove
that would draw funds away fromthe stock narket. But Bank Negara had said
inflation which is projected at 3.2 per cent this year was within a
confortabl e range

Kual a Lunpur is one of Asia's best perfornmers this year. Based on
Friday's closings, South Korea is down 18 per cent this year, Singapore
down 13 per cent while Hong Kong is flat.

Anal ysts said the KLSE correction froman overbought position - it |ost
some nine per cent to a |low of 922 points on March 9 from 1, 021. 20 on Feb
18 offered good buying opportunity.

Sorme US$2 billion (RW.6 billion) of foreign portfolio nmoney entered the
mar ket during the first two months of this year

Li ppers Asia Ltd, a Reuters conpany, said foreign funds stood at $2.9
billion on March 27, down 7.2 per cent froma nonth ago.

"W expect to see a second wave of foreign portfolio funds cone into the
mar ket around the period of Malaysia's reinstatenent into the MSCl at end
May, " Merrill said.

MBCl has said that using stock data as of March 13, Mal aysia woul d see
its weightage in MSCl's Far East Free Ex-Japan i ndex at 10.7 per cent.

Act ual wei ghtage when it rejoins the i ndex next nonth woul d depend on
KLSE' s market capitalisation at that tine.

MSCl dropped Mal aysia fromthe index after the governnent inposed
capital controls and pegged the ringgit currency in Septenber 1998 as the
country grappled with the Asian financial crisis.

"A 10 per cent weightage will nmean sone RM20-30 billion in foreign
i nvestnents," said one | ocal fund nanager.

"Even if 10 per cent or RM billion come in, it will help nove the



mar ket ," he told Reuters.

Anot her fund manager said: "It's difficult for any foreign fund manager
not to justify any weightings in Mal aysia."

"We estinmate that on average, fund managers gl obally have about four to
five per cent weightage in Malaysia currently,” Merrill said. "That is
still very underwei ght in our opinion for such a | arge narket."

The political uncertainty over Prime M nister Mahathir Mhamad' s
successi on has al so been renoved after a challenge by former finance
m ni ster Razal ei gh Hanezah for top posts in the ruling Umo party fizzled
out .
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