09/ 08/ 2002
Rubber market reacts softly to producers' pact

Zai di |sham | smai

RUBBER prices reacted softly after the world' s top three producers
formally inked an agreenent to regul ate production and exports with a view
to push up prices.

Traders said news of the rubber pact has been di scounted and factored
into the market by players ever since the formati on of the pact surfaced
Decenber | ast year.

"There were heavy selling activities on the Singapore Commodity Exchange
(Sicom and sentinment was volatile at Tokyo's Commodity Exchange (Tocon), "
a trader told Business Tines in Kuala Lunpur yesterday.

Mal aysia's SMR 20 rubber increased a nmere 1.1.per cent to RMB.10 a kg
from RMB. 06. On Tocom rubber sheet no 1 increased 0.6 per cent or 7 sen
hi gher at 101.8 yen per kg.

Thai | and, | ndonesia and Mal aysia - the world' s top three natural rubber
(NR) producers respectively, formally forned a joint venture body called
the International Tripartite Rubber Corp (I TRCo) in Bali, Indonesia
yest er day.

| TRCo, which accounts about 60 per cent of the world s NR output ains,
to nonitor rubber sales and stocks produced by the three countries.

"The objective of the ITRCo is to create fair and remunerative prices
for nmore than 10 million small holder farmers in the three countries,” read
a joint statement fromthe three mnisters who signed the agreenent.

The agreenent was signed by Thai Agriculture and Cooperatives Mnister
Chucheep Hansawad, |ndonesian Trade and Industry Mnister Rini Suwandi and
Primary Industries Mnister Datuk Seri Dr Lim Keng YaiKk.

The event was witnessed by the respective | eaders, Thailand' s Prine
M ni st er Thaksi n Shi nawatra, |ndonesian President Megawati Sukarnoputri
and Mal aysia's Prime Mnister Datuk Seri Dr Mahathir Mhamad.

Suwandi said | TRCo has set floor prices of raw material at farmer price
| evel s of 6,000 rupiah per kg or 67 US cents (US$1 = RM3.80) in Indonesia
and 30 baht (100 baht = RM.046) per kg or 71 US cents in Thailand as the
i ndicative prices to start purchasing rubber and wi thhol di ng stocks.

"If prices fall below that |level, the corporation will start buying
rubber fromfarners,” she said, adding that the floor prices would be
revi ewed periodically.

The new joint venture will be based in Bangkok, and Thail and has
committed to cover all the operational costs of the office for the first
year.

The joint venture has an authorised capital of US$225 million but the
three countries have collected US$1 nillion each as its initial working
capital

"As long as prices sustain above the RMB a kg level, that is good enough
for the industry," said another trader

He said prices of rubber such as SMR 20 has been consistently higher
between 30 to 40 per cent for the past few weeks fromlast year's average
of RM2.20 a kg.

The establishment of ITRCo foll ows an agreenent in Decenber in Bali by
the three producers to cut exports by 10 per cent and output by 4 per cent
in both 2002 and 2003.

Traders said under the plan, an estimated production cutback and export
curb of 170,000 tonnes and 380, 000 tonnes, respectively, can be seen to be
renmoved fromthe market



The formal signing of the deal had been postponed three tines.
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