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KLSE poi sed to control volatility (HL)

Nor zuhai ra Ruhani e
THE Kual a Lunpur Stock Exchange (KLSE) is prepared for a possible
sel | down
by investors if war breaks out in Iraq.
Its executive chairman Datuk Mhd Azl an Hashim said a circuit-breaker

mechani sm which has been in place since March |ast year, will ensure
t hat
excess volatility can be controll ed.
"Hopefully it will help the market to cool down," Azlan said during a

[ uncheon neeting with editors of the New Straits Times group on
Thur sday.

Azl an said uncertainties of war in Wst Asia have already affected the
KLSE' s tradi ng volune, which has been averaging less than 40 nillion
shares a day over the past six nonths.

The introduction of a circuit breaker was first announced in the
Budget
2002 by Prime Mnister and Finance Mnister Datuk Seri Dr Mhathir
Mohared
in Novenber 2001, after bourses worldw de saw excessive volatility in
t he
days followi ng the Septenber 11 attacks in the US

The mechanism will halt trading when the KLSE Conposite |ndex (KLCl)
declines by over 10, 15, and 20 per cent of the previous day's closing
val ue.

Azl an said there nmay not be a need to close the KLSE if war breaks
out,
al though the Mnister of Finance reserves the right to do so

Meanwhi l e, he said alnpst half of the conpanies listed on the exchange
are currently trading below their net tangible assets (NTA) value, wth
an
average discount rate of 40 per cent.

Most of the underval ued conpanies are involved in property-based
activities, which include property devel opnent, construction and hote
busi nesses.

Azl an said despite the global uncertainties in recent nonths, the
| oca
bourse has maintained its position as one of the stronger stock
exchanges
in the region.

He said international investors nade up over one-third of total trade
value on the KLSE last year. In terns of share ownership val ue, they
accounted for over 18.1 per cent as at end-2002.

Funds nobilised through the KLSE in 2002 stood at RML2.4 billion, a
five-year high, conpared with RML.71 billion in 1998

The KLSE's market capitalisation as at January 31 this year was US$131
billion (US$1 = RMB.80), which is characteristic of a mediumsized
exchange when conmpared to other bourses in the Asia Pacific.

The Hong Kong Stock Exchange is the biggest in the region with a
mar ket



capitalisation of US$460 billion, followed by the Australian Stock
Exchange (US$374 billion), Taiwan Stock Exchange (US$264 billion) and
Korea Stock Exchange (US$220 billion).

The KLSE is the fifth largest, followed by Singapore (US$107 billion).

The Mal aysi an stock exchange's market capitalisation is bigger than
t he
stock exchanges of Thailand, |ndonesia and the Philippines conbined

Azl an said the KLSE also offers nore diversity in ternms of the nunber
of
conpanies |listed, conpared to many stock exchanges in the region. Wth
871
conpani es as at end-January 2003, it |eads the exchanges of South Korea
Tai wan, Thail and, Singapore, Indonesia and the Philippines.

He added that the KLSE is continuously looking to inprove efficiency
and
conpetitiveness, which in turn will attract nore investors to the stock
mar ket .

These include introducing negotiable brokerage commi ssions, a practice
adopted by 86 per cent of the Wrld Federation of Exchange (WFE)
menbers.

Azl an said negotiable comri ssion rates make transactions nore
conpetitive, allow greater flexibility to stockbroking conmpanies in
pricing val ue-added services and pronote innovation anong narket
i nternediaries.

The KLSE has al so introduced a shorter settlenent cycle of T+3, from
T+5
in 2000, an international standard adopted by a majority of WE nenbers
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