28/ 01/ 2000

What's the rational e behind Singapore's decision to bring CLOB issue to
Wroe

ONE wonders at the rational e behind the decision of the Singaporean
Governnent to bring the CLOB issue to the Wrld Trade Organisation. Is
this course of action really in the interest of the Singaporean
sharehol ders or does it only serve the political agenda of certain
quarters?

VWi | e saying that the decision whether to accept any offer letter is
that of individual CLOB investors al one, the Singaporean Governnent has
said it does not favour private solutions, insisting that the CLOB issue
shoul d be resol ved bilaterally.

CLOB investors have been presented with at |east six options fromthe
private sector to solve the issue.

The proposals are clear, with guidelines presented to i nvestors who
woul d have the liberty to consult with their stockbrokers or |awers. Wy
are the private proposals being rejected by the Singapore Governnent and
are all parties sincere in resolving the matter?

Si ngapore Prime M nister Goh Chok Tong said an early resolution was in
the profound interest of both countries. Goh has said that he would hold
talks with Prime Mnister Datuk Seri Dr Mhathir Mhamad after the Chinese
New Year on the issue

On Jan 22, the Singaporean Parlianent was told that its Governnment was
anxious to solve the matter bilaterally and it was too "premature to
specul ate on what further steps nmay be necessary" if the bilateral talks
failed.

The Si ngapore Governnment has also said that the matter would be for the
WO to decide. But then, wouldn't all these prolong the matter further and
woul d serve no benefit at all to the CLOB sharehol ders?

The calls fromthe Singapore Governnent to resolve the i ssue have becone
nmore frequent and | ess-friendly as Singapore-based fund managers were
reported to be re-balancing their porfolios in favour of the KLSE

Way does the Singapore Governnent now take it upon itself to speak on
behal f of the CLOB investors while before it plainly put the blanme on the
i nvestors? Singapore Deputy Prime Mnister Lee Hsien Loong in March 1999
told the Singaporean Parlianent that Singaporean investors went into the
CLOB market with a clear understanding that the shares were not subjected
to Singapore rules and they faced the risks of the market.

"In fact, every transaction slip which CLOB issued when it was operating
has a disclainmer that you are taking the risk and you have to know what
you are doing," said Lee. On May 6, 1999 Lee told Parlianent that
Si ngapor ean i nvestors nust be responsible for their own investment.

"I nvestors went in hoping to make good return, there was no arrangenent
that if they made a good return, the Governnent would collect a snal
percentage and if they went down, the Governnent would bear some of the
| osses. "

It is obvious fromLee's statenents that the Singaporean Government was
not going to interfere, as the matter is private. The Si ngaporean
Governnent was not willing to bail out its people then, so why the sudden
change of attitude now?

Is it because foreign investors are buying Ml aysian shares and their
argunent that Malaysia treats foreign investors badly has fallen on deaf
ears or is it because the Singaporean election is just around the corner?



Negative sentinments can hurt the bull run on the KLSE, particularly when
Mal aysia is portrayed as creating barriers for resolutions to be reached.
I's this what our nei ghbour wants?

Si ngapore cannot bl ame Mal aysia for suspecting a hi dden agenda when it
keeps rejecting one proposal after another. If the Singaporean Gover nnent
were to advi se the shareholders to consider the private offers, it is akin
to admtting defeat.

It would be an inplicit admi ssion of the Singapore Governnent's part
that CLOB has been an illegal market. It would be politically incorrect to
do so. The Si ngaporean Governnment woul d appear to have failed to safeguard
the interest of the CLOB investors. This would open the gates to
litigation agai nst the Government.

So, why not do what is best to save the interest of the Singaporean
Governnent, rather than the interest of the sharehol ders, and bring the
matter up to the WIO? Mal aysi an | eaders woul d be nade to | ook |ike the
"bad boys" here, while the Singaporean politicians are chanpions of its
peopl e. This woul d gi ve them bonus political points.

CLOB has al ways been bad news for Ml aysia. The CLOB narket was used to
push down Mal aysi an prices before. This can happen again if Mal aysia gives
priority to the interest of the CLOB and not Ml aysi an sharehol ders.
Succunbi ng to the wi shes of the Singaporean Governnment to rel ease CLOB
shares at current prices would only jeopardi se the hardwork of the
Mal aysi an peopl e whi ch has succeeded in bringing back life to the KLSE
There is no guarantee that massive dunpi ng of CLOB shares in the KLSE
woul d not take place once the shares are rel eased

I f the Singaporean Governnment is really concerned about the interest of
t he sharehol ders, they should | et the CLOB sharehol ders deci de. They nay
advi se, but should refrain frominterfering. Then, it is likely that this
matter woul d be sol ved the soonest possible to the benefit of all parties.
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