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Bl ue- chi ps surge as Val uecap starts business (HL)

| shun P. Ahnad

PRI CES of blue-chips on the Kuala Lunpur Stock Exchange (KLSE) reacted
i mediately after a new governnent-backed institutional investor
announced

that it started operations yesterday afternoon

Val uecap Sdn Bhd, with RMLO billion to spend and backed by sonme of the
bi ggest institutional funds in the country, gave the KLSE sonmething to
celebrate when it released a statenent saying that it has comenced
operations.

The conpany did not, however, say whether it had begun buyi ng shares
yest erday.

Val uecap is equally owned by Khazanah Nasional Bhd, Pernopdal an
Nasi onal
Bhd and Kunpul an Wang Amanah Pencen. The conpany said its investnent
decisions will be independent on its shareholders and will be governed
by
its own board of directors and Investnment Conmittee

The benchmark KLSE Conposite Index (KLCl) reacted al nost inmediately.
From 3pm the KLCl, listless for nost of the first half of the day, rose
to
end the week 1.47 per cent higher, or 9.24 points, to 635,82 points.

Turnover al nost doubled to 186.31 nmillion shares conpared with 112.79
mllion the previous day.

The top 10 |eading novers yesterday were institutional favourites,
with
Mal ayan Banki ng Bhd, Tenaga Nasional Bhd, RHB Capital Bhd, YTL and
Tel ekom
Mal aysi a Bhd naking up the top five spots.

Anal ysts said the announcenent raised expectations and is expected to
have a positive inpact on trading on the KLSE in the short to nedium
term

The news also cane just a day after Prine Mnister Datuk Seri Dr
Mahat hir Mohamad's comments that shares on the KLSE are underval ued

"The launch of Valuecap is tinely following Dr Mihathir's commrents,
with
the | ocal bourse stabilising at very attractive levels,"” said a |ocal
head
of research.

He expects strong followthrough buying this week with sel ective blue
chips continuing to see "strong gai ns"

Khazanah Nasional chief executive officer Datuk Anwar Aji when
cont act ed
said the group will be closely nonitoring the feedback from the market
on
Val uecap

He declined to reveal Valuecap's investnent strategy but said it wll
ook at two main factors, nanmely price and the timng

OUB- TA Asset Managenent Sdn Bhd general manager Mhd Hasnul |smar Mhd
Ismail, a fund manager, told Business Tines that the timng of the



investment firmis extrenmely good in terms of capitalising on the
current
cheap nmarket val uations.

The KLSE is trading at a price-earnings (PE) ratio of 12 tines
comnpar ed
to a 10-year average of 22 tines. Mohd Hasnul expects followthrough
buying to filter into the second board and | ower |iner stocks next week.

"Smal | - and medi um scal e conpanies would likely benefit fromretail
buying... sectors like construction and consumer products could likely
benefit al so," added Mohd Hasnul

Anal ysts said the news is very positive as it is likely to help
strengthen investor sentiment on the local bourse in the short to nedium
term It is also expected to provide the nuch needed liquidity to the
mar ket .

They said Valuecap's investnment strategy would likely not see
i medi ate
aggressive buying in the short term but hopes that it would provide a
platformfor investors to build upon

In its announcenent, Valuecap said the formation of the investnent
firm
is timely and echoes the Governnment's call to pronote greater efficiency
in the domestic bourse by creating larger pools of institutiona
i nvest or
participation in the narket, with the objective of ensuring that the
market reflects fully the fundanental value of its stocks

"The participation of Valuecap in the donestic market is expected to
rel ease additional institutional noney to the market, thereby creating
further liquidity," added Val uecap

Gven its sizeable fund of up to RMLO billion, Valuecap said it is
poi sed to play an active role in the local bourse.
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