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Change for change's sake

By Datuk Mohd Salleh Mjid
RECENTLY, | net a friend who was unaware of the fact that | had left the
exchange. He asked ne why t he name Kual a Lunpur Stock Exchange was changed
to Bursa Malaysia. | told himthat | had left in May | ast year and that
t he exchange had since denutualised and that it is nowa conmpany linited
by shares instead of guarantee as in the past. The exchange is formally no
| onger the exclusive club it had been projected to be.

However, | feel there is no need to change its nane. Ask anyone about
brand buil ding and they would tell you that it takes a lot of tinme and
effort to get a brand recogni sed. The sane goes for the exchange. Al ot of
effort had been put into establishing its brand nane. International road
shows were conducted in maj or financial centres around the world and we
even had forner Prinme M nister Tun Dr Mahat hir Mohamad i nvol ved in these
road shows. Even if the exchange's structure had changed, there was no

real need to change its nane. After all, alnost all exchanges around the
wor | d bear the nane of the cities they are located in, |ike London, New
York, Buenos Aires, Copenhagen, Frankfurt and so on

What is even stranger is that the main index is still called the Kual a

Lurmmpur Conposite Index or KLCl. It is different for New York and Hong
Kong, where the main indices were created by private institutions viz Dow
Jones and Hang Seng respectively. Imagine, if not for the nane Kual a
Lunpur, Kual a Lunmpur International Airport would have been cal |l ed Sepang
Airport!

The latest news is that officials fromthe | ocal exchange and t he
Securities Comm ssion have been in talks with the Singapore exchange about
a possible alliance. Thisis really interesting as we had taken a | ot of
trouble to ensure CLOB International was killed off, with several |aws
bei ng passed in 1998 precisely to do that. If nmy nenory serves ne right,
there were a nunber of issues that were of concern to us, including the
hot topic of short-selling our stocks. There was a | ack of regul atory
cooperation fromthe other side in the event of irregular transactions.

The Si ngapore exchange was al ready having liquidity problens in 2002, so
much so that six nonths before | left the exchange, a representative of
t he Si ngapore brokers cane to see ne to ask whether we would be willing to
allowall the stocks on the Singapore exchange to be |isted on our
exchange. G ven the steps taken by the government to do away with CLOB, |
told himny reservati ons about the governnment granting such a request. The
request was a reinstatement of the fact that liquidity was a problemin
Si ngapore and that volume was as thin as their brokers' incone. After al
said and done, we are now tal king about an alliance with them

| f someone nentions that formng an alliance is the current trend, then
they have to realise that nost of the alliances that have taken place are
in Europe as a result of the formation of the European Community.

El sewhere, such as in the United States, it has not been successful.
However, despite this, | feel there is a strong case for an Asean St ock
Exchange, whi ch woul d i ncorporate representative stocks fromall the stock
exchanges i n Asean nenber countries. It would be Internet- and nmobile
phone-based and function direct frominvestors to the exchange w t hout
brokers, with one standard fee based on trade rather than val ue. After
all, international investors | ook at Asean as one region, and i nstead of
having six different rules and six different currencies, it would be
easier for themto deal with one set of rules and one currency.



O her than stocks, bonds and private debt securities, Islamc
instruments and unit and property trusts may al so be i ncluded. A
depart ment assisting countries with no stock exchange but with viable
conpanies to be listed may al so be added. Then, there woul d be no need for
the other four nmenber countries presently wi thout any stock exchange to
have one in their own country. This can save a | ot of effort and
resources. If, for sone reason, anyone feels threatened, just point out
that there are nore Nestle shares traded on the London Stock Exchange than
the Swi ss Exchange and that this does not nmean that the trading of that

stock on the hone exchange will be killed. The same goes for Shell, |1BM
and Nokia. Al are traded on their respective honme exchanges and at the
sane tinme on a few other exchanges as well. It is national pride that

sonetimes stands in the way of regional cooperation in Asean

Mich has been said and witten about the financial crisis of 1997. Being
smack in the middl e of what took place was a nightnmare for nme. It was |ike
what ever efforts that had been put into devel oping the | ocal nmarket had
gone down the drain. Market capitalisation, which had reached a hi gh of
RMBOO billion at one time in 1996, fell to a lowof RW62 billion. It was
al so doubl e jeopardy for international investors at that tine as the
ringgit was crushed to as lowas RWM.80 to US$ 1. Unfortunately, that was
the ti me when ny son asked for noney for his tuition and |Iiving expenses
inthe US. To nake matters worse, a nei ghbouring country was of fering
interest rates on ringgit deposits as high as 52% per annum

So, the scenario was a very depressing one. The narket was sliding fast
and so too was the ringgit. In the neantime, the conponent stocks of the
Cl were placed on designation, causing the Cl to slide further. For a
while, until capital controls were in place, it seened the whol e econony
was goi ng down fast. It was a real scary feeling. It was the brave
deci sion of Tun Dr Mahathir to stick to his guns despite national and
international criticismthat saved the day. The banks at that tinme were
al ready charging as high as 16%interest and recalling all | oans and
credit facilities, even those needed to finance the construction sector
The “eyesores' that we see around today in the formof inconplete
buil dings are partly due to the banks withdrawing the facilities al ready
ext ended wi t hout warni ng. Soneone was under the m staken belief that the
International Mnetary Fund' s prescription was the wi se dosage to fix the
problemat that tinme.

Prior tothis crisis, bankers were very generous. | renmenber when the
crunch canme, the conmpanies with the big | oans were not the ones that were
worried, but the bankers because sone of themhad extended the facilities
wi t hout any collateral. Try getting a small overdraft at your |ocal bank
and see whether it entertains you without a collateral even though you
have proof of a nmonthly pay packet. A decade of fantastic growth in the
| ate eighties and nineties had fl own sonme corporate chiefs to ~doud 9'
and growth was, in short, unmanageabl e. Quite a nunber of these corporate
pl ayers had private jets but they (the jets) seemto have di sappeared now.

On top of that, national asset managenent conpany Danaharta Nasi onal Bhd
had to rescue the bad | oans. One by one t he troubl ed conpani es surfaced,
and one by one the corporate chiefs exited the corporate scene, with their
bad habits on show. O early, our conpani es | acked corporate governance.
Subsequently, there was a frantic rush to cone up with a code on corporate
governance, an institute of corporate governance, anmendnents to |isting
requi rements refl ecting nore corporate governance and so on and so forth.
Suddenly, "corporate governance' was the all-inportant buzz-word. It was
as i f nobody had heard of it before. Datuk Megat Naj muddi n Megat Khas, the
chai rman of The Mal aysian Institute of Corporate Governance, was one busy
man gi ving | ectures here, there and everywhere on what good gover nance



was.

It would seemthat only the rul es on good corporate governance have been
getting tighter for conpanies, especially the |isted ones, w thout any
self-realisation on their part. One may argue that the extent of negative
governance has not stretched to the di mension of the scandals in Anerica,
such as that of Enron and World Com but there is still a lot of roomfor
i nprovenent. Why, we even had a conpany which had failed to report its
accounts for 48 nont hs!

After the bank nmergers, which took place after the financial crisis had
sonewhat settled down, the stockbroking industry was next on the |ist of
nmergers. A universal broker category was introduced and to qualify for
that status, individual stockbroking conpanies had to merge with three
ot her stockbroki ng conpanies, allowi ng themto have any number of
branches, do corporate finance work, and i ssue unit trusts w thout being
eligible to obtain an i nvest nent banking |licence. Strangely, bank-owned
br oki ng conpani es needed to nmerge with only one stockbroki ng conpany to
qualify for an investnent banking |licence. Personally, with the
advancenent of technol ogy, | wonder whet her having branches is a sensible
way of preparing ourselves for the i npending i npl enentation of negoti ated
conmi ssions. The sane goes for Internet trading. After all, when
gl obalisation fully sets in, there will be no stoppi ng anyone from doi ng
anyt hi ng.
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