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TI ME

About a nonth ago, Ml aysia celebrated its 38th year of

i ndependence. W have come a | ong way since the days when
the plantation and m ning sectors forned the cornerstones of
our econony. Today, Ml aysia's econon c achi evenents are
conparable to those of many countries in East Asia.

2. For seven years, we have experienced econom c growth of
nore than 8.5 percent. GDP growth for this year was 9.9
percent for the first quarter and 9.3 percent for the
second. It is clear that our econom c growh has out paced
the economes within the ASEAN region. This rapid growh is
achieved with inflation rates averaging only 3.2 percent.

3. Things are going well in Ml aysia. But many are saying
that it cannot possibly last. Gowh nust be foll owed by
overheating. And the econonmy will soon nose-dive. | may be

wrong but I think we can manage our econony better than
nmost. Not everything is fortuitous in Ml aysia.

4. Right fromthe time when Ml aysi a gai ned i ndependence

in 1957, the Governnment had adopted a pro-business attitude.
Instead of nationalising private holdings, a favourite with
nost new y i ndependent countries, Ml aysia actually

encour aged private investnents, including those by
foreigners. Very early on, incentives were provided for
private investors. Being business friendly has becone a

part of the national culture. It is not surprising
therefore that huge investnment proposals are received every
year, and the econom c growth has al ways been high. The
expansion in 1996 is expected to continue to be broad-based,
com ng fromthe manufacturing, construction and service
sectors.

5. Wth higher incomes and anpl e enpl oynment opportunities,
the incidence of poverty in Mal aysia declined to 8.8
percent. Along with this affluence comes the need to

i ncul cate the savings habit ampong the general popul ation

whi ch woul d not only help neet the nation's financial

requi renents but also assist in maintaining |low inflation
rates. Still our savings rate of 34 percent, although
relatively high, falls short of our investnment requirenents.

6. The growt h of the Ml aysi an econony has been | argely
i nvestnment driven. By international standards, the |evel of
i nvest ment has been high as mrrored by its ratio to Goss



Nati onal Product (G\NP) of 40.5 percent in 1994. | strongly
believe that as far as investnent inflowto Ml aysia is
concerned, the rel ationship between investors and the
communi ty should be a synbiotic one. Once you have deci ded
to do business in Malaysia, your interest and welfare
beconmes the concern to the Governnent. If you do well, we
woul d be happy; if you do not, we would |Iike to know whet her
we can do anything to hel p.

7. This is in line with the Mal aysia Incorporated Policy
which was fornulated in the early 80's. Briefly, this
pol i cy encourages public-private sector cooperation for the
benefit of the nation. At the mnisterial |evels, annua

di al ogues | asting several days are held with the private
sector, which enables themto nake constructive
contributions to the formulation of Government policies as
wel | as hel p better understand the social aspirations of the
country. To explain the workings of the Ml aysia

I ncor porated concept, the Governnment has recently published
a book, "Ml aysia Incorporated” which will be distributed
today to all guests.

8. Malaysia's privatisation schene is an off-shoot of this
policy. Todate, 109 agenci es and Governnent conpani es have
been privatised, involving various sectors, including
infrastructure, energy supply and tel ecommunications. The
privatisation strategy has generated new and i nnovative

i deas, resulting in greater efficiency of services and

accel eration of our econom c devel opnent. The capitalisation
of he stock market has been nuch boosted by the listing of
the privatised utilities. This is a winning fornmula and

we pan to continue our efforts.

9. To a large extent, policies and neasures to neet the
chal | enges of a high growt h econony are already in place.
These will be further strengthened as Mal aysia enters the
Seventh Mal aysia Pl an Period begi nning 1996 until the year
2000. This plan will accelerate the building of the
necessary physical and financial infrastructure as well as
support services.

10. A case in point is Malaysia's aimto convert Labuan
into one of the world's largest International O fshore
Financial Centres (IOFC). Since its inception as an IOFC in
Cct ober 1990, 44 offshore banking |icences have been issued
by the Central Bank. O these, 37 were given to foreign
banks, reflecting the interest of the international banking
conmunity in Labuan

11. In addition the Governnent has set up a fund to pronote
Labuan | OFC and has also drawn up a nmaster plan for its
devel opnent. We are also |looking into the setting up of an
I nternational Stock Exchange and Monetary Exchange in
Labuan, further expanding the scope of financial and capita
mar ket services that the island offers.

12. | am happy to informyou that the Malaysian Capital



Mar ket registered inpressive growh in the |last few years,
in tandemw th the country's high econonic growh. W are
at the threshold of developing into a regional capita

mar ket centre.

13. This we plan to do with a streamnlined regulatory and
admi ni strative framework and conduci ve market environment.
We have recently introduced an 18-point |iberalisation
package that ains to provide a conpetitive environment

to attract foreign financial institutions to site their
regi onal base in Ml aysia. Some pertinent aspects of this
package i ncl ude: -

- greater participation by the Enpl oyees Provident Fund
(EPF) in developing the capital market. (The EPF with
wel | over 100 billion ringgit, roughly 25 billion

pound is the biggest fund in Ml aysia);

- anewunit trust that is open to all Mal aysi ans;

- allowing qualified stockbroking houses to operate unit
trust funds;

- introduction of a graduated comn ssion systemto
reduce brokerage charges and al |l owi ng foreign fund
managenent firnms to manage 100 percent of their funds
| ocal ly;

- listing of infrastructure projects; and

- setting up another rating agency to neet the grow ng
demands of the Private Debt Securities (PDS) market.

14. In fact, the PDS, with its financial papers, such as
bonds, warrant and notes, have grown over the years to
beconme an inportant alternative source of funds. For the
first half of this year, RV2.7 billion was raised fromthe
donestic PDS market. Asset-backed securities, which wll
broaden the investnent base and concurrently enhance the
efficiency of pricing and trading of PDS, will be |launched
before the end of Cctober this year

15. The Kual a Lumpur Options and Fi nancial Futures

Exchange (KLOFFE) and Mal aysi a Monetary Exchange (MVE) are
expected to be operational by year's end. KLOFFE will offer
stock options and stock index futures while the MVE wil |l
offer interest rate futures. The recent devel opnents in
derivatives trading highlight the need to educate investors
on this new instrunent and al so ensure that financial
institutions have stringent internal controls.

16. Meanwhile, in the financial industry, conmercial banks
are expected to continue charting growhs with the

i ntroduction of new banking facilities and tappi ng new areas
i ke asset managenent.

17. Mal aysia has an established securities market in the



formof the Kuala Lunmpur Stock Exchange (KLSE). In terns of
mar ket capitalisation the KLSE is ranked fourteenth in the
world and third in the Asia-Pacific region. In the ASEAN
region, the KLSE is the | argest bourse ahead of Singapore
and Bangkok. | ndeed the Singapore market would be
negligible without their over the counter trading in

Mal aysi an shares.

18. Recognising its vital role in mobilising funds, the

KLSE has intensified its efforts to provide a nore conducive
mar ket place and bring itself to a greater |evel of

sophi stication and professionalismin line with the

gl obal i sati on of securities trading.

19. Priority areas of action for the KLSE include upgradi ng
mar ket infrastructure and offering diverse market
instruments, instilling greater professionalism anongst

st ockbr oki ng conmpanies, listing them intensifying market
promotion activities and devel oping further its human
resources.

20. Some of the KLSE efforts todate include: -

- accelerated i npl enentation of the Central Depository
System (CDS). End 1996 is targetted for all conpanies
to begin "scripless trading”. This will result in nore
efficient and convenient share settlenment. KLSE wll
by then shorten its settlenment cycle fromfive to
three days, in line with international trends;

- the KLSE has recently introduced trading in small lots
of 200 units for certain conpanies. This will attract
nore investors to the market and increase saleability

of expensive shares;

- inits effort to provide a wi der choice of trading
instruments in the market, call warrants were recently
i ntroduced and traded on KLSE. The exchange wil |
continue evaluating new financial instrunents to be

i ntroduced to the market;

- the KLSE is working closely with the Securities
Conmi ssion towards formalising and enhanci ng
securities lending activities in the market. In |ine
with this, the authorities are also |looking into
maki ng short-selling less restrictive;

- with the objective of increasing investor
participation in the | ocal bourse, guidelines are
bei ng drawn up by the authorities to enable cl ose-
ended funds to be listed on the KLSE, and

- to enabl e broking houses to expand their activities,
those qualifying will now be allowed to operate unit
trusts funds. In addition, as the ceiling on the
listing of stockbroking conpani es has now been

lifted, nmore broking houses are expected to be listed



on the KLSE

21. Ml aysia's greatest advantage as a profitable investnent
centre is its political stability. The ruling coalition has
been voted to power by the people in regular denocratic

el ection repeatedly. Consequently one does not see the kind
of abrupt policy changes and reversals that take place with
radi cal changes of CGovernnments. The policy towards foreign
private investnents, for exanple, has not changed. If at
all, conditions are repeatedly made nore attractive.

22. Since investnments usually have | ong gestation periods

t he constancy of policies over |long periods nust be good for
i nvestors, both donestic and foreign. That the people
endorse this constancy of policies is nade anply clear by
the National Coalition winning with the biggest majority
ever in the General Election held in April this year

23. The business-friendly Government is aware that investor
interest and confidence in the narket, as well as financial
stability, are of paranmpunt inportance for the success of
any capital market. In this respect, regul ations nmust be
bal anced to give confidence to the nmarket w thout being so
excessive as to hinder devel opnent.

24. In Ml aysia, the relevant authorities and industry

pl ayers are working together to further develop the
financial market. Everyone is welcone to profit from one of
South East Asia's nmpbst dynam c and stabl e econony and
financial centres.
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