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KLSE circuit breakers by March 2002
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THE Kual a Lunpur Stock Exchange (KLSE) will introduce a nechanismin the
first quarter of next year for automatic tenporary suspension of trading
inthe event of excessive volatility.

The circuit breakers are ai med at providi ng sone neasure of confort and
defence for investors, and have been adopted by nmarkets |i ke New York,
Seoul and Bangkok, among ot hers.

The mechani smis designed to "tenporarily halt abrupt severe market
declines", but will not affect |ong-termtrends determ ned by narket
forces, said KLSE deputy president Ungku A Razak.

"I't will allowpeople to cool down and take stock of devel opnents... so
that they can nmake i nformed decisions,” he told reporters at a briefing to
announce details of the mechani smyesterday.

The circuit breakers will be triggered at pre-determned falls of 10, 15
and 20 per cent in the 100-stock KLSE Conposite I ndex (KLCI), fromthe
previ ous day's cl ose.

Trading will be stopped for one hour if the benchmark KLCl drops by 10
per cent before 11.15amin the day's first session, or before 3.45pmin
afternoon trading. For any falls of the same margin at a later tine,
trading will discontinue for the rest of the session.

The market will also halt trading by one hour if the KLCl falls 15 per
cent before 11. 15amand 3. 45pm A similar drop after those tines will
result in trading being stopped for the rest of the session.

If the index plunges 20 per cent or nore, trading will be halted for the
day.

Such KLSE suspensions will also automatically cause a halt in the
tradi ng of stock i ndex futures and options contracts on the Ml aysi a
Derivatives Exchange as they are based on the novenments of the KLCl.

"For investors and stockbroki ng conpani es, the circuit breakers are an
opportunity to restore stability as the trading halt will allow
di ssem nation of information to all market participants,” said Dat uk
Mohai yani Shamsuddi n, chai rman for the Associ ati on of Stockbroking
Conpani es Mal aysi a.

The KLSE, together with the Securities Conm ssion and the Nati onal
Econom ¢ Action Council, had started working on the mechani smin 1997.

Atask force was fornmed to work out the details and it consulted seven
exchanges wor| dwi de, including the New York Stock Exchange, the Korean
St ock Exchange, Stock Exchange of Thail and and Brazil's Bovespa. And in
his presentation of the Budget 2002 to Parlianment | ast week, Prine
M ni ster Datuk Seri Dr Mahat hir Momamad sai d gl obal devel opnents were
causing "significant fluctuations" onthe | ocal stock market, thus
requiring circuit breakers to be install ed.

The KLCl fell al nbst 4 per cent on Septenber 13 when the KLSE resuned
trading after a one-day suspension followi ng the Septenber 11 terrorist
attacks in the US.

In the | ast 16 years, the key i ndex had on 10 occasi ons dropped nore
than 10 per cent in intraday trading.

In 1985, it lost nmore than 11 per cent due to the Pan El ectric crisis,
and nost recently on Septenber 8 1998, the KLCI plunged al nost 24 per cent
as i nvestors reacted negatively to the inposition of selective capital
control measures announced a week earlier.
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