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WHAT'S INSIDE

Economics & Strategy
Ringgit's unprecedented weakness
could destabilise equity market .......

Special Situation
Perlis Plantations: Take advantage of
a low-risk arbitrage opportunity .......

AUG 11—15, 1997 1 YEAR 1 MONTH  LAST
AGO AGO WEEK

Market Cap (RM bil) 715.9 698.12 642.4
— Main Board 671.3 636.1 584.4
— Second Board 44.6 62.1 57.9
KLCI (pts) 1,102.09 1,012.48 910.18
SBI (pts) 488.12 530.52 480.98
3-mth Klibor 7.2450 11.050 7.5100
RM/US$ 2.4810 2.5300 2.7630

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

(RM) (RM) (RM) (RM) (%) (m)
Renong 3.28 3.42 3.18 -0.04 -1.20 103.2
M Helicopter 2.00 2.29 2.00 -0.18 -8.26 67.5
Econstates 3.44 3.60 3.08 +0.14 +4.24 50.7
Taiping 2.00 2.21 1.85 -0.21 -9.50 29.1
Magnum 3.24 3.46 3.12 -0.04 -1.22 28.6

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

(RM) (RM) (RM) (RM) (%) (m)
Kluang Rubber 184.00 184.00 159.00 +25.00 +15.72 0.1
Gopeng—W 1.85 1.86 1.42 +0.19 +11.45 1.4
UM Land 5.60 5.60 4.92 +0.50 +9.80 0.3
Malpac Holdings 14.00 14.50 11.00 +1.20 +9.37 1.9
Phileo Land 6.45 6.65 5.35 +0.55 +9.32 8.2

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

(RM) (RM) (RM) (RM) (%) (m)
TCB—T 0.215 0.450 0.210 -0.265 -55.21 10.9
S&P Food 11.60 16.10 11.00 -4.50 -27.95 3.7
Konsortium 11.10 15.30 9.95 -4.20 -27.45 4.8
CCM—W 1.60 2.04 1.60 -0.48 -23.08 0.1
MPlant—C 0.710 0.910 0.710 -0.205 -22.40 7.9
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ECONOMICS & STRATEGY
Ringgit's unprecedented weakness could further destabilise equity market

Regional developments to hold sway again: The KLSE’s susceptability to outside developments takes
prominence again this week, highlighted by New York and Hong Kong’s weak ending on Friday. The DJIA
suffered its worst week in history, losing 336 pts (-4.2%) after earnings scare from Gillette and exacerbated
by perennial caution ahead of the FOMC meeting Tuesday. Hong Kong was affected to the extent of a 550 pts
(-3.3%) plunge on Friday. The KLSE ended 8.4 pts lower at 910.18, in abrupt about-turn after holding up to
929 pts at mid-day. The KLCI’s turn for the worse coincided with another bout of speculative attack on the
ringgit to RM2.8200/US$ — an all-time low since the currency was floated in 1973. After baht, rupiah, peso,
ringgit and Singdollar, HK dollar could be next. In which case, more turmoil is to be expected.

Spicing up the market: Talking the market up is cheap. Doing it can be very expensive, if the market
refuses to respond desirably. This past week, no less than three top officials have made pleas to local funds to
buy or dominate the stockmarket — the KLSE chairman, its president and the Prime Minister — so far to no
avail. Part of the problem is the confusion arising from a handful of conflicting statements. The government
wants to defer big-ticket projects, and chose to propose a new airport in the north on one of Kedah's re-
claimed islands at the same time. Privatisation efforts have now been tempered with possible review of toll
charges (presumably for lower rates), throwing yet another dampener for traditionally blue-chip concession
companies.

How much cash can be infused into the market?  The Securities Commission, as the market watchdog,
is silently observing the situation. We do not rule out a surprise announcement of regulatory procedures to
expedite a share buy-back programme. Allowing companies to buy back its own shares is one possible sup-
port the market can count, if the regulatory framework is pushed through in rapid time (and if cash-rich
companies act upon this flexibility).

Interest rates: The market may draw some consolation from the fact that the benchmark 3-month KLIBOR
has moved towards the 7.0-7.5% territory from about 8% last week. Our view that the 13% decline in the
reserves during July will suppress July’s M3 below 20.5% or lower can yield further room for downward
adjustments from present 7.56%. Unfortunately, this is not the overriding consideration. We are sellers this
week. [David Yong 466-3929].
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SPECIAL SITUATION
Perlis Plantations — Takeover Document is Out; GO at RM7.50 opens small arbitrage opportunity

In our report dated May 7, we wrote that Kuok Brothers Sdn Bhd served a mandatory takeover notice to
acquire the remaining 246.2m shares (66.9%) of Perlis Plantations at a cash offer price of RM7.50 per share
on March 20. The Offer Document was supposed to be despatched to shareholders on April 23, but was
delayed and only released last Monday Aug 11.

Financial resources of Kuok Brothers: According to the Offer Document, certain institutional share-
holders including Amanah Raya Bhd, the Employees Provident Fund and Permodalan Nasional Bhd holding
65.4m shares have given their irrevocable written undertaking to reject the offer. The advisers confirm that
Kuok Brothers has sufficient financial resources to accept the 180.8m outstanding offer shares not already
owned by Kuok Brothers and excluding the 65.4m shares held by the institutions.

Acceptances must be received by September 2: Acceptances must be received by 4.30pm on Sept 2 or
such later dates as may be announced by Kuok Brothers. Cheques for the appropriate amount will be des-
patched within 21 days after the offer period is closed.

For those who do not wish to accept the offer: Kuok Brothers intends to retain the listing status of
Perlis Plantations and will not invoke Section 34 of the Securities Commission Act, 1993 to compulsorily
acquire any remaining offer shares in respect of which no acceptances have been received under the offer.
Therefore, should shareholders elect not to accept the offer, the shares will not be compulsorily acquired.

Low risk trading opportunity: This is a low risk trade since the offer may not be withdrawn by Kuok
Brothers without the consent of the Securities Commission. The only risk is if Kuok Brothers revises the
terms of the offer or extends the offer beyond Sept 2. In our opinion, this is unlikely to happen based on the
experience of other mandatory general offers.

Recommendation:  Assuming brokerage and other fees of 1.02%, the total cost of buying 1,000 Perlis Plan-
tation shares at Friday’s close of RM7.15 would be RM7,293. The arbitrage profit from accepting the general
offer price of RM7.50 would be RM207 or a 2.8% gain over a one-and-a-half month period. This is equivalent
to an annualised return of 24.7%. We rate the stock as a Trading Buy. [Chris Leow 253-1626]


