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I am happy to wel cone delegates to this 7th East Asian

St ock Exchanges Conference and the 10th Asian Securities
Anal ysts Council Conference. | understand we have anong us
here today representatives not only from our nei ghbouring
Asi an countries but also fromother parts of the world. W
are honoured that Kuala Lunmpur has been chosen to host this
gat hering of distinguished officials of the East Asian Stock
Exchanges, anal ysts and prom nent speakers. This event wl|l
be another inportant milestone in the efforts towards a
better understanding and a nore accurate perception of the
Mal aysi an capital market and its place in the gl obal capital
mar ket .

Ladi es and CGentl enen,

2. The shock of the Pan-Electric affair, which resulted in
an unprecedented three-day closure of the market in Kual a
Lunpur and Si ngapore, followed by the Cctober '87 Crash
which virtually left no securities market unaffected, has
tested the resilience and underlying strength of the

Mal aysi an stock market. The conbi ned effect of these two
crises have, in fact, underm ne the Mal aysi an stock market
to an extent that it created serious doubts as to its
ability to recover. Investors confidence was greatly shaken
and foreign institutional investors scanpered for cover.
But apparently even this disaster can bring sone good.
There is now a greater sense of responsibility and
willingness to self-regulate the securities industry. | am
glad to note that the Kuala Lunpur Stock Exchange or the
KLSE and rel evant regulatory authorities had spared no
efforts to strengthen the stockbroking industry and to
protect the interests of the investing public.

3. Despite the Pan-Electric crisis which wi ped of f 33% of
total nmarket capitalisation in the KLSE in five days and the
recent Cctober Crash which wi ped off 36% of total market
capitalisation of the KLSE in 14 days, the year 1987 has



generally reflected a strong build-up of market sentinent.
These i nproved sentinments started in early 1986 and
continued to be felt in the first 7 nonths of 1987 except
for a few short bearish periods. During this time, the
buoyant market sentinents were to a | arge extent supported
by foreign institutional investors. The Ml aysi an
Government's efforts towards strengthening the securities
market and the rel atively cheaper bourse had a positive

i nfl uence in encouraging a steady inflow of foreign
institutional funds into this country. It is noted that
interest to invest by both |local and foreign investors have
al so increased considerably during the first quarter of this
year which reflects the strengthening of confidence anong

i nvestors in response to the better econom c condition

4. Underlining this inproved investors' confidence is the
turnaround of the Ml aysi an economny. Since the second hal f
of 1987, nost of the major econom c indicators have shown
steady i nprovenents in response to higher commodity prices,
strong external demand as well as a gradual recovery in the
donestic market. These favourable factors have continued to
prevail during the first half of 1988. Wth the strong
fundanental s already in place, the Ml aysian Governnent is
quite certain that the econony will expand faster to record
areal GP growh rate of nore than 5 per cent in 1988. As
i ndicated earlier on, our optimsmis not w thout support.
Sonme econom sts have expressed the view that growh this
year may even be in the region of 6 to 7 per cent.

5. The current lower interest rates and liquidity in the

mar ket had set the stage for the gradual sw tching of funds
fromfixed-income investnments to the stock market. This was
reflected in both the higher volunme and val ue of shares
transacted on the KLSE in 1987. In sharp contrast to 1986,
the volunme of shares transacted in 1987 rose by nearly
two-and-a-half tines while turnover increased fourfold. The
first six nonths of this year has seen the Ml aysi an st ock
mar ket staging a remarkabl e recovery with share prices being
around pre-Crash levels during the sane period. The tota

mar ket capitalisation of the top 100 |isted conpani es was an
i npressive $82.35 billion ringgit which reflected an

i ncrease of 33.8 per cent above the nmarket value of the top
100 listed conpanies at the end of |ast year, and 49.8 per
cent over the value at the end of 1986. The KLSE has | earnt
well fromthe major crises faced during the past two years
and has undoubtedly energed nmuch stronger and nore
resilient.

Ladi es and CGentl enen,

6. It is Malaysia's earnest desire to devel op her capital

mar ket conparabl e to those of advanced nations. Towards

this end, serious efforts are currently being undertaken to
devel op, ampbngst others, a nore active bond market, unit
trust market and property trust. This desire stens fromthe
realisation that the world of securities today is devel oping
at an unprecedented rate with gl obalisation. W cannot



afford to | ag behind.

7. The Mal aysi an Governnent has, in an effort to

strengthen the equities nmarket, taken positive neasures to
boost investors' confidence. A recent major step towards
this was the nove to corporatise the stockbroking industry,
with the objective of inproving the financial strength of
the industry as well as of allow ng corporations to take the
lead in making the KLSE an international stock exchange

t hrough i nprovi ng techni cal expertise, professionalismand
wi deni ng the network of operations. Initial entry was

regul ated, with only selected corporate participants being
allowed to participate in the stockbroki ng conpanies. This
was to ensure orderliness and a snooth transitiona

devel opnent. In an effort to expedite the corporatisation
process, the Government has al so i ssued new |icenses to the
three | argest donestic banks in late 1987. These banks,
with their capital resources and technical expertise, are
expected to spearhead the corporatisation of the
stockbroking industry. Wiilst it is accepted that the banks
are relatively newin this business, we have reason to
believe that in tine they will denonstrate their |eadership
in the industry.

8. Foreign brokerage houses have al so been invited to
participate in the Ml aysi an stockbroking industry. At
present, the Ml aysi an narket gets by-passed essentially due
to |l ack of exposure. W hope that through foreign
participation in the Corporatisation Programe, the inmage of
| ocal stockbroking conpani es woul d be enhanced. These
foreign partners have a significant role in pronoting and

i nternationalising Ml aysian stocks. The corporatised

st ockbr oki ng conpani es, especially those with significant
foreign participation, are expected to be nore aggressive in
projecting their inmage abroad and hopefully they will
capture a larger share of foreign business and pronote the
Mal aysi an st ockbroking industry. In line with this, we have
now taken a decision to allow foreign stockbroking conmpani es
to increase their equity participation fromthe current

| evel of 30%to 49%if the foreign stockbroking partner can
denponstrate that it can contribute positively to the

busi ness of the | ocal stockbroking conpanies.

Ladi es and CGentl enen,

9. | wish to stress that we have spared no efforts to
restore confidence and to create a suitable environnent for
a heal thy devel opnent of the capital market. In this
regard, the KLSE has taken serious nmeasures to inprove its
systens and procedures, to wi den and deepen its nmarket, and
especially to keep pace with devel opments in their

i nternational stock exchanges. These include, anpbngst

ot hers, the proposed establishnent of the Centralised
Depository System the Advanced Warning and Surveill ance
Unit, and the introduction of the Second Board.

10. It is recognised that the KLSE is now fairly



wel | - devel oped. The KLSE has one of the highest market
capitalisations in Asia and has been identified as one of
the five largest emergi ng markets anong devel opi ng countries
by the International Finance Corporation. The Exchange
offers a wide and diversified range of equities fromvarious
sectors of the Ml aysi an econony. It boasts of a good

sel ection of plantation stocks not conmonly avail abl e on

ot her stock exchanges. In addition, the potenti al

devel opnent of our bond market, unit trusts, the property
trust and the Second Board on the KLSE woul d provide further
avenues for investnment opportunities to the investors. It

is notable that, despite the sluggi sh econom ¢ conditions
during the past years, public conpanies |listed on the KLSE
are reasonably profitable. The growmh in corporate profits
during these years was reported at 13.2% It is envisaged
that with the current econonic recovery, the corporate
sector would respond even nore positively to the turnaround.
Wth the relatively lower price earnings multiples of

Mal aysi an equities, the KLSE woul d be a relatively cheaper
bourse and should be nore attractive to foreign portfolio

i nvest ors.

11. Taking into consideration the various inprovenents nade
by the Exchange to facilitate trading, the stage is now set
to project the KLSE as a | eadi ng Exchange in this part of
the world. Now is the opportune tinme for investors,
particularly foreign investors, to tap the potential of the
Mal aysi an stock market. Towards this end, let nme assure the
foreign investors that the Government will endeavour to
assist themin any way possible to overcone bureaucratic and
ot her obstacles. The CGovernnment may even consider the
liberalisation of the corporatisation process to further
boost its stockbroking industry.

12. As the stock market is often taken as a baroneter of
the econonmic health of the nation, it is highly desirable
t hat market performance should reflect the econonic
situation with reasonabl e accuracy. However, it is
unfortunate that the market is highly vulnerable to

specul ation and runours which distort the market. Runours
are unavoi dabl e but there seens to be some unscrupul ous
peopl e who manufacture runmours for specul ative purposes.
This is surely an unhealthy state of affairs for all parties
concerned. The nation's econom c growh can be adversely
affected resulting in poor market performance. It is hoped
that nore responsibility will be shown by those with short
termbenefits in mnd

13. You woul d agree that, in any market, the dissem nation
of accurate information is of vital inportance. There have
been too many instances in which we have becone victinms of

i naccurate informati on which only serves to defeat al
efforts made to develop a healthy capital market. W
bel i eve Mal aysia has much to offer the foreign investors, if
only those who are responsible would provide themw th good,
reliable information. However, nuch lies with you, as

advi sers and anal ysts, to pronote Ml aysi an securities



abroad and to provide potential investors with accurate and
reliable informati on on our Ml aysian equities.

14. You are in a strategic position to play a role in
assisting us to pronote the KLSE to foreign investors as it
now possesses all the necessary financial infrastructure and
technol ogy required for devel opnment into a | eadi ng
securities market in this region. In this respect, we ask
you to place before the investing public information about
our market obtained fromreliable sources and not from
guesti onabl e ones. W would want you to get to know the
various organisations and institutions capable of providing
you with the right information. W would urge you to assi st
in building up research and devel opnent in the stockbroking
i ndustry whi ch woul d be able to contribute positively to a
heal t hy devel opnent of investnment know edge and techni ques
in the nmarket.

Ladi es and CGentl enen,

15. | wish to thank the sponsors of this Conference for
inviting me to officiate the opening cerenony. | w sh you
all every success in your deliberations and a pl easant stay
in Malaysia. On this note, | have nuch pleasure in

decl ari ng open this Conference.
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