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KLSE not expected to see heavy selling

Adel i ne Paul Raj; Zuraim Abdullah

THE Prime Mnister's shock resignation fromhis political posts and
subsequent retraction last Saturday is not expected to spark nassive
selling in the stock market this week although there will |ikely be sone
downward bias in the next few days until things becone clearer

"The stock market will probably skew towards the negative in the initial
phase, at least until there is greater certainty on what's happening," an
i nvest ment anal yst with a foreign bank-backed st ockbrokerage said.

Until the business and investing comunity gets a clearer picture of
what will happen with regard to the country's | eadership, he said, there
woul d be a ot of runmours and specul ation flying around.

"Specul ati on of a change of guard could lead to all sorts of politica
uncertainties which woul d be negative for the market," the executive
director of the Malaysian Institute of Econom c Research, Professor Dr
Mohanmed Ariff Abdul Kareem told Business Tines.

As it stands, the Kual a Lunpur Stock Exchange Conposite Index (KLCl) has
been noving within the 740-755 region in |lacklustre trade this nmonth, amd
di stractions fromthe ongoing Wrld Cup football finals and the year's two
nost anticipated initial share offerings by Communi cati ons Bhd and PLUS
Expr essways Bhd.

The KLCl hit a year to date peak of 808.07 on April 23, but has since
fallen sone 8 per cent or 64 points to 743.35 |l ast Friday. The | owest the
KLCl has sunk to this year was 682. 83.

On a nore positive note, analysts pointed out that the country's
macr oeconomni ¢ fundanental s are sound.

"The econom c outlook is positive and that will be the positive factor
t hat negates the downside political risk,"” said the analyst with the
forei gn brokerage.

Nevert hel ess, he said, the recent events had pushed to the forefront of
foreign investors' mnds the delicate issue of political transition

"Dr Mahathir's shock announcenent KLSE not expected to see heavy selling
does increase the risk prem umof investing in Ml aysia.

"It raises issues such as policy continuity and econom c direction al
over again," he remarked.

Anal ysts noted that Dr Mahathir's potential resignation, coupled with
the dem se of PAS president Datuk Fadzil Noor yesterday, would create a
"power vacuuni of sorts, which could heighten political uncertainty in the
country.

BNP Peregrine Sdn Bhd associate director Choong Wai Kee said Dr
Mahathir's retraction woul d pl acate the stock market but heighten talk
that the general election mght be held sooner rather than |ater

"(Dr Mahathir) is not going to do things that will kill the | ocal stock

market. There'll be no panic in the nmarket (today) but a |ot of
specul ati on about the general election being held earlier than expected,"
Choong sai d.

Anal ysts and nar ket observers concurred that the stock market's
performance this week boils down to how the business and investing
community interprets events that unfold.

"It's hard to say how they will interpret it ... if they see it as an
indication that the Prine Mnister is seriously considering stepping down,
that will create sone political uncertainty which may have an adverse
i mpact on investor sentinment and business in general,"” Mbhaned Ariff said.



However, he added, it could have the opposite effect if events convince
them of Dr Mahathir's continued strong hold over the Government.
"If it is seen as a strengthening of his position, it just nmay boost
| ocal investor sentinent," he said, noting however that foreign investors
coul d be sidelined.
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