03/ 01/ 2002
MAS shares trade | ower despite asset sale reports

Ei r mal asare Bani

MALAYSI AN Airline System Bhd's (MAS) shares traded | ower at the Kual a
Lunpur Stock Exchange (KLSE) yesterday despite reports that the nationa
carrier is selling sonme assets to trimits debts and | osses.

The share price dipped 28 sen to close at RMB. 22, with 351,000 shares
changi ng hands.

MAS' share price had increased by 86.2 per cent over the past six weeks
to as high as RVM3.50 on Monday fromas | ow as RML. 88 on Novenber 13 | ast
year.

Anal ysts contacted said "uncertainties" surrounding the group's
restructuring efforts could be part of the reasons to the shares | osing
its nmomentum yest erday.

"W al so do not know what has driven the performance in the first
pl ace,” conmented a sectoral analyst based in Kuala Lunpur.

Agencies reported that MAS is selling its food-catering division
buil di ngs | ocated at the centre of Kuala Lunmpur's golden triangle and
operations conplex at the Kuala Lunmpur International Airport (KLIA) in
Sepang.

MAS whol Iy owns MAS Catering Sdn Bhd which offers catering-rel ated
servi ces, cabin handling and cleaning services. The subsidiary has a paid-
up capital of RWS8 mllion

The catering services registered RM6.9 mllion loss for the financial
year ended March 31 2001, which doubled the loss in the previous financial
year.

The conpany owns 18 buil di ngs, which form MAS canpus at the KLIAwith a
net book value of RW32 million, and 36 office and workshop buil di ngs
whi ch form MAS office conplex at Sultan Abdul Aziz Shah Airport in Subang
worth RVMB63.2 mllion.

MAS al so has val uabl e properties such as |and, office and residenti al
bui | di ngs t hroughout Mal aysi a and ot her countries including Singapore,
Hong Kong, UK, Australia, China and the Philippines.

Reports al so have it that Prime Mnister Datuk Seri Dr Mahathir Mhamad,
who is also the Finance M nister, had appointed his chief econonm c adviser
Tan Sri Nor Mohaned Yakcop to quickly solve the airline's financial woes.

None of MAS officials contacted could confirmthis.

The Finance Mnistry, through investnment armthe Mnister of Finance
Inc, is a major shareholder in MAS with 29.09 per cent equity.

Nor Mohamed's role in MAS, according to the Asian Wall Street Journal
is to speed up sales of its assets, spruce up its excessive workforce, and
settl e "squabbl es” anmong MAS directors and seni or nmanagers.

Dr Mahathir was al so quoted by national news agency Bernanma as saying
that several European airlines are interested to purchase sonme stakes in
MAS, but the airline needs to be restructured first to give it a better
val ue.

The national carrier is currently burdened with RW.2 billion debts. Its
accunul ated | osses stood at RVM.08 billion as at Septenber 30 2001
agai nst sharehol ders' funds of RML.9 billion, which could result in the

conpany being technically insolvent if it continues to register nore
| osses.

"Equity fund-raising will be done in just a matter of tine. The
Government al ready owns nore than 50 per cent stake in MAS

"The i ssuance of new shares will see nore being subscribed for by the



CGovernnent, " an anal yst said.

MAS posted a net loss of RW72.5 million in the six nonths to Septenber,
whi ch al nost doubled the RVMB91.4 million loss registered in the sanme
period | ast year.

Total borrowi ngs stood at RW.2 billion, with US dollar |oans maki ng up
69.9 per cent of the total, followed by yen (17.4 per cent) and ringgit
(9.7 per cent).

G oup expenditure dropped marginally by 2.1 per cent to RVb.12 billion
inthe first half of the current financial year, but |osses were deepened
by the 6.2 per cent drop in turnover caused by slowing traffic vol une,
absence of exceptional itens and | ower gains fromaircraft sales.
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