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What are the prospects for the stock market in 2004?

Terror attacks will continue. Miuch depends on how di sruptive an attack is
on economi ¢ growt h.

The general el ection, which nust be hel d by Novenber, has been cited as
a main reason for the "feel good' sentiment that has driven up stocks. In
the United States, the four-year presidential electionis to be held in
Novenber 2004, and so far, Wall Street is performng to expectations. The
evi dence is that nost of the tine, the stock narket performs positively in
the year leading to the presidential election

Overall, we expect the KLSE to continue |lagging its regi onal peers, due
to a worsening exchange rate and still relatively high valuations. The
dust inthe political arena al so hasn't settled despite the successfu
transfer of power fromTun Dr Mahat hir Mohamad to Dat uk Seri Abdul | ah
Ahmad Badawi . As things stand, the newprine ninister is also holding the
post of Finance Mnister. Investors will be holding their breath over
i mpendi ng changes to the top posts in Umo, the country's doni nant party
inthe ruling coalition.

To sustain bullishness in 2004, active corporate activity and delivery
of earnings will be critical. In 2003, excess liquidity, | owvaluations
and absence of naj or bad news enabl ed the stock market to take off. In
2004, the ability of conpanies to deliver earnings growh this year and
beyond is critical to sustaining this rally. In particular, America, the
engi ne of worl d economic growh, will have to prove that its econonic
recovery i s sustainable, not a one-off adrenaline shot fed by tax and
ot her fiscal incentives dol ed out before the presidential election.

To keep interest alive, corporate activity nust al so be active. W can
assune that this will continue to be so. Sone of the restructuring
exerci ses that were started | ast year have yet to be conpl eted. One good
exanple is the PNB-1ed consolidation of its plantation and property
busi nesses. O hers include Proton's group restructuring that woul d open
its various divisions to nmerger, acquisition and divestnent. Proton is not
alone in this. The assets of the Johor State Governnent are al so bei ng
rationalised, and Kulimmay feature heavily in the restructuring
exerci ses.

Furt her upgrades of Mal aysia's ratings by rating agenci es such as S&P
woul d al so hel p in boosting market sentinment.



	What they say on the stock market ... (NST 01/01/2004)

