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Bul i sh undertone expected to continue this week

| shun P. Ahnad

A CLEARER picture on Mal aysia's fixed exchange currency regine is expected
to dictate trading sentinent on the Kuala Lunmpur Stock Exchange KLSE) this
week, equity anal ysts said.

Last Friday, Prime Mnister Datuk Seri Dr Mahathir Mhamad said that
Mal aysi a's peg nmay have to be "reexam ned” if there is sustained weakness
in the yen and deval uation of China's yuan.The ringgit is currently fixed
at RVB. 80 to USS$1.

Anal ysts said that if there was going to be a revaluation on the
ringgit's peg to the greenback, it would be a boost for the equity narket,
especially for export oriented manufacturing stocks such as the sem -
conduct or conpani es |ike Ml aysian Pacific Industries and Uni sem

Tenaga Nasi onal Bhd (which has huge yen-denom nated | oans) and Proton
(Perusahaan O onobil Nasional Bhd (Proton) are al so expected to benefit
fromfurther erosion of the yen's val ue.

However it may cause stocks of borrowers of US doll ar-denom nated | oans
to come under pressure. Among the maj or conpani es which have nassive
greenback | oan repaynents pendi ng are Technol ogy Resources Industries and
Ti me Engi neeri ng.

The general consensus anong equity analysts is that a bullish undertone
will prevail this week on the KLSE on foll owthrough buying interest from
retailers and | ocal institutions.

"I strongly believe that investors remain bullish on equities for at
| east the near-term Furthernore, people expect it (upward trend) would at
| east last a week or two as a prelude to the Chinese New Year," a head of
research attached to a | ocal broking house said.

Anal ysts said with the positive news in recent weeks over the bottom ng
out of the global econom c slowdown to announcenent of some technol ogy
conpani es posting positive earnings had positively boosted investors
confi dence.

Anot her boost to the equity market is the runmoured new set of guidelines
for the insurance industry to reduce their mnimminvestnent |levels in
| ow yi el di ng Mal aysi a Governnent Securities (M3S), thus reducing the
threshold for low risk assets to 10 per cent from 20 per cent.

This woul d make avail able nore than RW billion in insurance funds for
nore attractive but higher risk bearing instrunents, which includes the
equity market.

"Bl ue-chip stocks as well as high beta stocks will also benefit," an
anal yst said, adding that the only drawback to the index would be profit-
taking activities by investors.

"From t he begi nning of Decenber up to | ast week the bl ue-chip Kual a
Lunpur Stock Exchange Conposite index (KLCl) had gai ned sonme 60 points -
so heavy profit taking could take place," a deal er said.

He added that the KLCI nmay cool off before making a strong run a week
before the Chinese New Year festival in the mddle of next nonth.

Last Friday the 100 stock benchmark KLCl closed 9.57 points higher at
703. 04 points from 693.47 points the week before.

This was the first tine in nore than six nonths that the KLCl had cl osed
above the 700 psychol ogi cal |evel.

The Emas | ndex nmeanwhil e closed the week at 169.27 points, while the
smal | capitalised Second Board | ndex stood at 144.22 points.
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