UCAPAN OLEH. DATO SERI DR MAHATH R BI N MOHAMAD
( PERDANA MENTER! )

UPACARA: NMAJLI'S PERASM AN BURSA KOMODI TI
TEMPAT: KOWPLEKS DAYABUM , KUALA LUMPUR
TARI KH: 29 OCT 1985

MASA:

Yang Ber hormat Dato' Paul Leong
Menteri Perusahaan U ans;

Yang Amat Ber bahagi a

Tun Ismail bin Mhamed Ali

Pengerusi Majlis Dagangan Konoditi;
Yang Berbahagia Tan Sri Lee Boon Chim
Pengerusi Bursa Konoditi Kual a Lumpur;
Dif-Dif Kehormat;

Tuan-tuan dan puan- puan sekal i an

Saya i ngin nmenganbil| peluang ini nengucapkan terima

kasi h kepada Bursa Konoditi Kuala Lunpur, kerana sud

menj enput saya untuk berucap dan seterusnya nerasm kan

pel ancaran Bursa ini dengan sistem perniagaannya yang baru
bertenpat di Konpl eks Dayabum yang indah i ni

2. Pada bul an Cktober tahun ini, genaplah usia Bursa ini 5
tahun. Sungguhpun ianya masi h nuda, Bursa ini telahpun
terkenal di peringkat antarabangsa sebagai sebuah pasaran

m nyak kel apa sawit yang ulung di seluruh dunia. Ml angnya,
dal am tahun 1984, Bursa ini telah nmengal am satu peristiwa
pahit yang tel ah nmenyekat perkenbangannya. Dal am keadaan
seperti itu, saya fikir elok jikalau kita merenung kenbali
segal a kej ayaan dan kel emahan pada masa yang | epas, sebel um
ki ta nengorak | angkah kearah objektif seperti yang tel ah

di t et apkan dahul u itu.

3. Apakal a Bursa ini ditubuhkan dal amtahun 1980, objektif
Ker aj aan dan pi hak swasta sendiri ialah supaya ibu negara
Kual a Lunmpur dij adi kan sebuah pusat perdagangan konoditi
bertaraf antarabangsa. Dengan tertubuhnya Bursa ini

Mal aysi a tel ah nenjadi sebuah negara menbangun yang pertana
yang nenpunyai pasar konoditi noden. Objektif untuk

mewuj udkan sebuah pasar konoditi yang noden itu adal ah

sel aras dengan kedudukan negara kita sebagai sebuah negara
pengel uar yang terbesar di dunia bagi beberapa konoditi
seperti getah, mnyak kel apa sawit, kayu-kayan, koko dan

| ada hitam Juga, adal ah nenj adi harapan kita bahawa Bursa
Konodi ti Kual a Lunmpur ini akan dapat menberi kemudahan
pasar an kepada peni aga- peni aga ant arabangsa dari sel uruh
duni a, terutama peni aga- peni aga dari negara sahabat dal am
ASEAN. Kita tidak |agi terhad kepada Bursa di Eropah dan d
Ameri ka Syari kat untuk nmenentukan harga barangan kita. Kita
menpunyai keupayaan nengadakan sebuah pasar konoditi yang
bebas dan cekap untuk menentukan harga barangan bagi pasaran



ant ar abangsa. Adal ah nenj adi hasrat kita supaya Bursa
Konoditi Kual a Lunmpur ini akan terus berkenbang dan dapat
menberi kenudahan perni agaan bukan sahaj a dal am bar angan
utama tetapi juga instrumen kewangan dan i ndek stok dal am
j angka panj angnya.

Ladi es and CGentl enen,

4. Malaysia is a major producer and exporter of several
primary conmodities |located strategically in the Pacific and
ASEAN regi on. The ASEAN nations as a whol e accounts for
about 80% of the world's production of natural rubber, 60%
tin, 90% palmoil, 80%lauric oil, 70%tropical tinber and
45% pepper. In addition, the ASEAN region is also a major
producer of cocoa and other mnerals. Al these commodities
are largely exported. It is therefore inportant for us to
have an efficient pricing and marketing system for our
comodities.

5. Many of you will recall that the KLCE was established

in 1980 with palmoil as the first commodity traded on the
Exchange. Palmoil has to conpete with 16 other vegetable
oils and fats throughout the world. Consequently the prices
of palmoil are determ ned not only by the supply and demand
for it but also those of other vegetable oils and fats in
the world market. Since the establishnent of the pal moi
market in 1980 we have witnessed that crude palmoil prices
had fluctuated froma high of $2,700 to a | ow of $630 per
tonne. There is therefore a need for producers,

manuf acturers, refiners and traders to hedge and protect

t hensel ves agai nst violent price fluctuations.

6. The KLCE should provide this facility. But an exchange
of this kind, however well provided with [aws, rules and
regul ati ons, cannot by itself ensure that the purpose for
which it is set up will be fulfilled. There are too many
opportunities and | oophol es for the unscrupul ous and the

i rresponsi ble to take advantage of. Thus the proper
functioning of an exchange of this kind depends really on
the ethics and good faith of all the people involved in the
trading. Indeed if one anal yses carefully, one nmust concl ude
that what is being traded is the integrity of the
participants. Integrity and good faith are in fact the main
capital

7. Trading in an exchange is a fast process. Wth nodern
conmuni cati on not only will prices change by the m nute but
the tradi ng has beconme a 24 hours a day affair, as traders
must take into consideration prices in markets in other tinme
zones. Together with the fact that deliveries are required
mainly in the future, there is a lot of roomfor the
unscrupul ous to specul ate excessively. Wen these people
sustai n heavy |osses they are apt to renege on their
undertakings. If this is a frequent occurence than faith in
t he exchange will vanish, and the exchange will fail.

8. This is why integrity is an inportant conmmodity in an



exchange. This being so it is inportant that the
participants are carefully vetted and are peopl e of sone
susbt ance and reputation. Excessive specul ati on and breaches
of good faith nust be dealt with by the Comm ssion firmy,
impartially and quickly.

9. The efficient functioning of the Exchange and the
Clearing House is critical to the success of the futures
market. Both institutions are |linked together in their
daily operations. As such, there should al ways be an
effective |ine of conmunication between the Exchange and
the C earing House so that they could act quickly to dea
wi th any untoward devel opnent whi ch m ght underm ne the
integrity of the market.

Ladi es and CGentl enen,

10. The Exchange and the Commoditi es Tradi ng Conm ssion are
endowed with appropriate powers to act agai nst excessive
specul ati on and mani pul ati on of the market. The new

| egi sl ati on provides the Conm ssion with the necessary
powers to intervene in the market and to inpose specul ative
[imts and reporting requirenents.

11. Manipulation is an offence against the market. The new
| egislation treats mani pul ati on as a serious crimna

of fence punishable with a fine and inprisonnent. Let it be
known that we will not tolerate anyone attenpting to
underm ne the market. It is therefore vital to nonitor
devel opnents in the market. The Exchange and the C earing
House being in the front line to protect the integrity of
the market nust be prepared to take appropriate action to
prevent any undesirabl e devel opnent in the market.

Ladi es and GCentl enen,

12. On the regulatory framework, | wi sh to congratul ate the
Mnistry of Primary Industries and the Comodities Trading
Counci | for the conprehensive review of the existing |aw on
commodities futures trading. The Government and the private
sector have worked closely together to come out with the
Commodities Trading Act, 1985, which will replace the

exi sting Act. Subject to the necessary approval by
Parliament, the Commodities Tradi ng Conmmi ssion, which wll
repl ace the Commodities Trading Council, will be equipped
wi th appropriate powers to oversee the operation of the
Exchange and the Clearing House in conformty with their
rules and regul ations and also to intervene in the market in
an energency situation, again for the purpose of protecting
the integrity of the market and the public interest. W
hope that intervention by the Comm ssion will be necessary
only rarely.

13. The CGovernnent recogni ses that commodity futures

tradi ng plays an inportant role in our econony. So far, the
Governnment has given financial assistance in the formof a
soft loan anounting to $2.2 nillion for start-up expenditure
of the Exchange. It is to be expected that during the



initial years, the Exchange and the d earing House wil|l

i ncur |arge expenses for training, pronotion and marketing
to be undertaken donestically as well as internationally in
order to ensure efficient running of the Exchange.

14. The CGovernnent is also fully aware that a comodity

mar ket needs international participation in order to play
its role effectively. In this regard the Governnent has
agreed to allow international comobdity trading firns to
become nenbers of the KLCE and to provide flexibility in the
conditions relating to their equity structure, allow ng them
to hold nore than 50% equity. We hope that with these
incentives and financial assistance fromthe Governnent,

the industry will respond positively towards the creation
and devel oprment of a viable commodities futures trading in
the country.

15. The Exchange, the O earing House and the Government

have done their utnost to ensure that the new tradi ng system
in the KLCE would run snoothly in accordance with the

phil osophy of self regulation. As of to-day, all contracts
traded on the Exchange are automatical ly guaranteed on
acceptance by the O earing House. Adequate safeguards are
provided to protect the users of this Exchange and the
public. Al these changes are in line with the practices of
ot her commodity exchanges in the world.

16. Let me once again rem nd everyone that an exchange such
as this does not really trade in material things. It trades
on faith and integrity. You do not see the goods that you
are trading in. Indeed in many instances they have not been
produced yet. But because you believe that what you buy or
sell will eventually be produced and delivered, you are
prepared to take the words of a trader that the commodity is
or will be there when the tine for delivery arrives.

17. Integrity is the biggest capital in this kind of

market. W can have laws and rul es and conm ssions and
councils to keep everyone in line. But these will not be of
any use if a trader is deternmned to cheat. Hence the val ue
of integrity. The traders and brokers and all who are

i nvol ved in this exchange nust have integrity. It is

i nportant therefore that everyone be very carefully
screened, that erring nenbers be disciplined and a keen eye
mai ntai ned all the time for any sign of manipul ation

18. The exchange is not a plaything or a casino. It is a
vital part of a nodern market economy. Those who
participate in it nust forget their get-rich-quick ideas.
They nmust regard their participation as a serious vocation
that requires responsibility and ethical practices.

19. The KLCE has entered a new era in conmodities futures
trading and I would urge the producers, refiners and traders
to make full use of the market. | also hope that the narket
woul d serve the needs of the ASEAN regi on and al so

i nternational traders throughout the world. \Wat the market



has gone through for the past 18 nonths should serve as a
rem nder and | esson for all concerned on the inportance of
mai ntai ning market integrity at all tinmes. Equally, it has
provi ded the opportunity to renove weaknesses and
deficiencies through the newy refurbi shed Exchange and

Cl earing House. | amconfident that with these awareness
and changes, the KLCE is now in a good position to play its
role in maki ng Kuala Lunpur a major centre of comuodity
trading in the world.

Tuan-tuan dan puan- puan sekal i an

20. Dengan ini, saya dengan sukacitanya nenbuka Bursa
Konodi ti Kual a Lunmpur ini dengan rasm nya.
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