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Ri ght issues make strong conmeback

RI GHTS i ssues are naki ng a strong coneback to the | ocal capital market.
Last year conpani es nmade 37 rights i ssues and rai sed RV6. 11 billion. These
issues injected a total of 4.921 billion shares into the nmarket and led to
a capial increase of RM3.34 billion. In 1998, a paltry RM422.04 mllion
was rai sed fromonly five rights i ssues, which injected 622.89 mllion new
shares and resulted in a capital increase of RMB94 million. The i npact on
the Kual a Lunpur Stock Exchange (KLSE) as a result of the increased nunber
of rights issueis quite clear. The KLSE s Conposite | ndex gai ned 226
points |l ast year to close at 812. 33 after crashing to a | ow of 261. 33

poi nts in Septenber 1998.

Anal ysts are understandably very excited with the increase in the nunber
of rights issues. It's a good indicator of economi c recovery. It reflects
t he confidence of the conpani es as well as confidence in these conpani es.
This is especially so when one anal yses that there was a surge during the
second half of 1999 - only RML. 318 billion was raised during the first
hal f fromnine rights issues while the remaining RW. 792 billion was
raised from28 rights issues during the second half. It is nbst natural
therefore, to expect that this nomentumwi || continue strongly into the
year 2000

The investing public is obviously ready for nore cash calls.
Anti ci pation of the KLCI breaching the 1000-point mark this year is very
hi gh. Even the Prinme M nister, Datuk Seri Dr Mahathir Mhamad, is
confident that the Conposite Index will reach at | east 900 poi nts by the
end of the year. Remenber, though, that Dr Mahathir's forecast tends to be
very conservative. The Prime Mnister, after all, refused repeatedly to
revise the official forecast of 1 per cent econonic growh rate for 1999
when even the origi nal doonsayers had adnmitted that 3-4 per cent would be
a pi ece of cake for the Mal aysi an econony. The KLSE' s first tradi ng day
21-point gainis a very encouraging sign. Wth the engi nes of the econonic
chuggi ng al ong snoot hly, perhaps towards a decade of uni nterrupted high
growt hs that Ml aysi a experienced after the m d-1980s econom ¢ sl owdown
and before the Asian crisis of 1997, the stage i s being set for anot her
boom cycl e on the KLSE

That wi || depend, however, on several factors. |Is the econonmi c recovery
sustai nabl e, for exanple? This is inmportant because Mal aysi a has just gone
through - and survived without aid - its worst financial and economnic
crises. If the gross donestic product grows convincingly over the next few
years, this will have a tremendous i npact on stocks. If it grows this year
and sl unps back next year on account of donestic or international factors,
the outl ook is not going to be as bullish. Another factor that wll
i nfluence the KLSE's performance is howthe illegal CLOBissue is resolved
bet ween Mal aysi a and Si ngapore. Since the over-the-counter schene was
banned by t he Mal aysi an Government in Septenber 1998, the KLSE Conposite
| ndex rebounded froma | ow of 261. 33 points to cl ose above 812 points at
the end of 1999. A solution to the CLOB problem whether it shoul d cone
fromMal aysi a or/ and Si ngapore or the Worl d Trade Organi sati on, nmust not
in any way hamper the growth of the Cl or hinder the progress of the
Mal aysi an stock market.

The nmost i mportant factor that determ nes the recovery of Mal aysi an
stock market, however, lies with the players thensel ves. |If Ml aysi ans
have not learnt fromthe stock market crashes in the region as a result of



the 1997 crisis, and chances are they woul d never | earn and they will be
maki ng t he same mi stakes again. Fortunately, the authorities have
i ntroduced sonme newrules to hel p themal ong and esnure that they don't go
back to the old bad habits. At the same time, the authorities have
i ntroduced gui delines to ensure that conpani es adhere to transparency and
good governance. The Securities Conm ssion and the KLSEw || al so need to
work cl osely together and ensure that offenders are dealt with swiftly and
sternly so as to serve the necessary | esson to others.
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