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MARCH 30 — APRIL 3, 1998 1 YEAR 1 MONTH  LAST
AGO AGO WEEK

Market Cap (RM bil) 807.0 453.6 409.6
— Main Board 735.8 425.8 385.871
— Second Board 71.2 27.8 23.8
KLCI (pts) 1,152.51 733.03 666.48
SBI (pts) 618.75 196.52 166.42
3-mth Klibor 7.295 10.960 10.960
RM/US$ 2.4730 3.5200 3.7800

WEEKLY VOLUME LEADERS
counter Close High Low +/- +/- Vol

(RM) (RM) (RM) (RM) (%) (m)
TA Ent-W 0.165 0.235 0.150 -0.070 -29.79 33.1
Uniphoenix 1.130 1.970 1.090 -0.840 -42.64 17.4
MBf Capital 1.450 1.640 1.420 -0.170 -10.49 16.8
Mancon Bhd 1.080 1.470 1.070 -0.320 -22.86 16.7
Public Bank 1.650 1.850 1.590 -0.210 -11.29 16.0

WEEKLY TOP GAINERS
counter Close High Low +/- +/- Vol

(RM) (RM) (RM) (RM) (%) (m)
Palmco–W 0.500 0.500 0.350 0.100 25.00 0.1
MCB Holdings–W 0.360 0.360 0.305 0.060 20.00 0.1
OSK–C 0.840 0.850 0.700 0.140 20.00 0.1
Tion Nam-W 0.780 0.780 0.520 0.120 18.18 0.1
Sungei Bagan 81.00 81.00 69.00 12.00 17.39 0.1

WEEKLY TOP LOSERS
counter Close High Low +/- +/- Vol

(RM) (RM) (RM) (RM) (%) (m)
Kim Hin–W 0.090 0.200 0.080 -0.095 -51.35 1.3
IOI Prop–W 0.160 0.300 0.150 -0.140 -46.67 0.9
Apex-W 0.200 0.370 0.200 -0.170 -45.95 0.1
Uniphoenix 1.130 1.970 1.090 -0.840 -42.64 17.4
Berjaya Singer–T 0.305 0.515 0.285 -0.215 -41.35 5.9
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ECONOMICS & STRATEGY
Unfavourable developments on corporate, interest rates, currencies and external economies

After a 61-point plunge last week, we see the market setting on another bear trend. The technical indicators
have turned negative — the CI closed Friday below all major moving averages — which could now test the
support all the way to 600 points. We advise a SELL this week as negative publicity could overwhelm the
market into pessimism, for the fact that (1) corporate and high-profile personal bankruptcies could grab
major headlines, (2) exorbitant interest expense is already choking local businesses, (3) further downgrading
of local banking groups and (4) unfavourable external developments, especially in Japan.

Corporate bankruptcies: The fear of rising corporate insolvency took a turn for the worse, triggered by the
receivership of Wembley Industries — the first such case in recent years. Wembley’s fate is more peculiar
than trend-setting because of the personalities involved; the protagonist an ambitious man building ties to
the powers of the future, and the antagonist a man that epitomises the “boleh” phenomenon so favoured by
the current leadership. One can argue that Wembley is a bad apple anyway, so shedding some proverbial
bloodbath on the street can hardly make any difference to the market. Whether PhileoAllied Bank’s action
would open a floodgate of corporate bankruptcies is debatable. Right now, the market is driven southwards
by escalating “who’s next” on corporate bankruptcies. Not surprisingly, yet another list of candidates is
making its round; our view is to sell the market, even if this trend is unlikely to develop into a full-blown
crisis.

Interest rates are firming: After weeks of marginal fluctuations, the 3-month Klibor perked to 11.02%
from 10.98% on Friday. With Maybank raising BLR to 11.9% and Public Bank 12.2%, the cost of doing
business is already at exorbitant levels by Malaysian history. Already, interest expenses are slicing growth
and profitability of most listed companies; it is the government's dilemma in balancing the tough act of tight
monetary policy (hence high interest rate environment) and the need to resuscitate viable local operating
companies. Even modestly-geared companies could be working for bankers under such prolonged scenario.
The interest rate movements could provide insights into the government’s behaviour (or dilemma) in balanc-
ing the impact of the local cost of doing business and maintaining the strength of the the ringgit. The local
currency dipped some 20 sen to the dollar at RM3.780 Friday, after holding its own fort for weeks and looks
set for further weakness due to regional sentiments.

Yen’s weakness will lower debt liability: The ringgit has climbed roughly 10% against the yen in the
year-to-date period. The outlook for yen is currently rather dim and if the ringgit can regain ground against
the currency, the impact on the country’s external position would be beneficial indeed — 12.6% of the coun-
try’s exports go to Japan but the bulk (21.9%) of imports is sourced from the economic powerhouse. In addi-
tion, 15% of the country’s estimated RM126.5b external debt is denominated in yen.

But the immediate implications of the yen’s weakness against the US, now at six-and-a-half year low, is one
of confidence. Moody’s latest downgrade of Japan’s sovereign rating (from stable to negative) serves a blow to
market hopes that the financial reforms (easing of foreign exchange rules) would work. On a wider scale, it
brought down expectations that Japan could live up to its “locomotive” role to Asia’s economic recovery. As it
is, yen’s weakness is dragging the rest of the Asian currencies down, with the Taiwanese feeling the brunt of
pressure last week. If the ringgit could “decouple” itself from the forces pushing down the yen,then the
country is in good stead to recover some of the RM7b increase in yen-denominated debt following the depre-
ciation of ringgit last year.
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Feb 98’s RM2.5b trade surplus
augurs well for recovery: February’s
surplus of RM2.5b means that the coun-
try has registered four consecutive
months of trade surplus. Strong growth
in export (50% annually for the Jan-Feb
cumulative period), brought about by
higher revenue in ringgit term, has out-
stripped growth in imports (34%) as
lumpy imports began to dwindle in
number.

Three particular classes of commodity,
namely electrical and electronics, palm
oil and liquid natural gas, are the main
export revenue earners. Strong perform-
ance in the external sector is crucial in
the government’s forecast of 2-3% GDP
growth this year, given that the domes-
tic economy is expected to remain slug-
gish. At the rate the external sector is
performing, there appears to be a strong
basis to expect that the government’s
growth forecast could be met.

EXPORT & IMPORTS
(Year-to-date cumulative)
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CORPORATE DEVELOPMENTS
SC approves a one-year extension to Apex Equity's warrant maturity

Apex Equity, which owns 70% of stockbroker Apex Securities, has proposed to extend the expiry period of the
group’s 1994/98 warrants from June 27, 1998 to June 27, 1999. This is significant as it marks the first time
a company has been granted such an extension. Sources say that Taiping Consolidated had unsuccessfully
applied for an extension last year for its Transferable Subscription Rights.

SC approved: The Securities Commission (SC) has vide its letter dated March 31, granted its approval for
the proposed extension. The proposed extension is now subject to the supplemental deed poll being approved
by the KLSE, approvals from the shareholders at an extraordinary general meeting and approvals from
warrantholders at a warrantholders’ meeting.

Steep premium: The number of outstanding warrants as at Aug 97 is 42.1m which are exercisable into
ordinary shares at RM3.00 each. Because of the bearish sentiment on the KL Stock Exchange, the share
price of Apex Equity has collapsed from a high of RM10.35 in Feb 97 to RM2.67 currently. At current levels,
none of the warrants would be exercised given the steep 20% premium [(RM0.20 + RM3.00) / RM2.67].

Issue statistics: In May 1994, the company issued RM28.3m nominal amount of 3.5% guaranteed redeem-
able loan stocks with 24.8m detachable warrants. The warrants were offered at 32.5 sen with the exercise
price fixed at RM6.00. Pursuant to a 1-for-1 bonus issue, the exercise price of the warrants were revised to
RM3.00 and additional warrants were issued to existing warrant holders on a 1-for-1 basis. Chan Guan
Seng, a director and major shareholder of Apex Equity (22% interest) currently holds 6.3m warrants.

Good results relative to the industry: If not for the stockmarket turmoil, the company would have stood
a good chance of converting all its warrants into equity. Compared with many of its peers, Apex Equity
reported satisfactory results for the year ended Dec 97 - EPS (basic) fell 33% to 40.8 sen. ROE declined from
21% to 13% while NTA per share grew from RM2.83 to RM3.18. In contrast, many other listed stockbrokers
reported net losses: Uniphoenix (Halim Securities), Kretam Holdings (Innosabah Securities), HLG Capital
(HLG Securities), Malaysian General Investment Corp (MGIC Securities) and Insas (M&A Securities). Pro-
visions for dimunition in value of quoted investments and doubtful debts were the main causes of the losses.

Implications: The extension is good news for both the company and warrantholders. The company has the
prospect of a RM126.3m capital injection in 1999 vs almost no chance at all if the expiry date remains.
Warrantholders also benefit by having one additional year to exercise their options compared with watching
their warrants becoming worthless pieces of paper. At the time of writing, the warrants are trading at 29.5
sen, up 47% from the pre-suspension price of 20 sen. With this precedent, we expect more companies with
warrants maturing this year to seek an extension from the SC. Apart from F&N Holdings & IOI Properties,
the rest are trading at a big premium to the underlying shares. [Chris Leow CFA, 253-1626]
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Issuers/ Instrument Bond Warrants Share Price Exercise In/(Out)

Companies Maturity Maturity on April 3 Price of money

Berjaya Singer Conv Bond Sept 15, 98 Sept 15, 98 1.56 4.25 (2.69)

Berjaya Singer Bond+TSR Sept 15, 98 Sept 15, 98 1.56 4.25 (2.69)

Commerce Asset Bond+TSR Sept 27, 98 Jun 27, 98 2.87 2.97 (0.10)

F&N Holdings Bond+TSR Dec 7, 98 Sept 7, 98 5.95 4.20 1.75

IGB Corp Bond+TSR Dec 12, 98 Dec 12, 98 1.56 1.70 (0.14)

Metroplex Bond+TSR Nov 4, 98 Nov 4, 98 1.16 1.60 (0.44)

Nanyang Press Bond+TSR Nov 21, 98 July 9, 98 3.88 6.50 (2.62)

Apex Equity Bond+TSR Jun 27, 99 Jun 27, 98 2.67 3.00 (0.33)

CHG Industries Bond+TSR Jun 15, 99 Aug 2, 98 1.02 7.80 (6.78)

IOI Properties Bond+TSR May 18, 99 May 18, 98 2.91 2.75 0.16

Kim Hin Industry Bond+TSR May 30, 99 May 29, 98 0.795 8.77 (7.975)

Leong Hup Bond+TSR Mar 29, 99 Nov 19, 98 0.74 3.00 (2.26)

Multi-Purpose Bond+TSR May 23, 99 Nov 23, 98 1.48 4.00 (2.52)

MWE Holdings Bond+TSR Jun 29, 99 Dec 29, 98 0.74 3.60 (2.86)

Tenggara Capital Bond+TSR Feb 3, 99 Nov 3, 98 0.79 4.00 (3.21)

BOND ISSUES WITH WARRANTS MATURING IN 1998

Source: Capitalcorp Securities, adapted from RAMFocus January 1998


