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DEC 15 – 19, 1997 1 YEAR 1 MONTH  LAST
AGO AGO WEEK

Market Cap (RM bil) 795.88 419.35 371.15
— Main Board 741.78 382.82 346.94
— Second Board 54.1 36.5 24.2
KLCI (pts) 1,201.03 603.49 578.76
SBI (pts) 532.74 287.87 185.79
3-mth Klibor 7.275 9.30 8.99
RM/US$ 2.5150 3.3900 3.7955

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

(RM) (RM) (RM) (RM) (%) (m)
MRCB 1.010 1.520 0.940 -0.500 -33.11 32.2
MBf Capital 0.925 1.290 0.875 -0.365 -28.29 23.3
Tenaga Nasional 7.250 7.500 6.400 0.400 5.840 20.3
Sime Darby 3.620 3.660 3.340 -0.020 -0.55 19.5
Promet 0.420 0.645 0.320 -0.215 -33.86 18.8

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

(RM) (RM) (RM) (RM) (%) (m)
Ken Holdings 1.690     1.690     1.400    0.260     18.18        0.03
YTL Corp 4.960 5.200 3.980 0.760 18.10 7.1
AHP 0.850 0.850 0.690 0.130 18.06 0.6
Pengkalen 1.000 1.000 0.610 0.130 14.94 0.1
Genting 10.300 10.500 8.750 1.300 14.44 8.0

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

(RM) (RM) (RM) (RM) (%) (m)
MCL Corp 3.180 8.500 2.060 -8.320 -72.35 3.3
Sg Way—W 0.140 0.420 0.130 -0.280 -66.67 0.3
Esprit Corp 1.180 2.580 1.100 -1.400 -54.26 10.5
Metroplex—T 0.090 0.160 0.080 -0.090 -50.00 0.1
IGB—T 0.100 0.190 0.100 -0.090 -47.37 0.1
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ECONOMICS & STRATEGY
Follow the leads in international markets

Yen-US dollar will continue to underpin market performance: The  greenback regained ground against
the yen last week, after suffering its biggest rout in more than four years. Traders speculated that Japanese
tax cut plan may not be enough to boost the ailing economy. The dollar gain was however restrained after the
state released of figure showing its widest trade deficit with Japan since Apr 1995. Halt in dollar slide is also
negative for Southeast Asian currencies, remained weak much of last trading week. The stockmarket will
likely take its cue from developments in the forex mart this week.

Underscoring US choppy
market  trades is large bond
redemptions: An amount of
US$11.5b worth of US gilt-
edged papers was liquidated in
the week ended Dec 18, the big-
gest redemption ever seen this
year. Most likely sellers are the
Japanese, who needs the
money to finance its ¥2 trillion
personal income tax cut and
another ¥837 billion proposed
corporate and other tax cuts to
boost an anemic economic re-
covery todate. But Japan is
only part of the trouble in New
York's erratic trade so far; the
Asian currency crisis is begin-
ning to weigh down US corpo-
rate earnings; earnings opti-
mism is declining, risk of inter-
est rate hike to slow the US
eoconomy, the greenback's
strength may have been ex-
hausted. South Korea's new
president Kim Dae Jung's elec-
tion win will create uncertain-
ties on the policies of this
former Opposition Leader with
strong ties with unionists.

Window-dressing on the local front: The market in the past two weeks has been holding up well in the
face of year-end window-dressing activities. Having announced dividends for its major investment funds, the
mantle of market fine-tuning is now passed on from Permodalan Nasional Bhd to Employees Provident
Fund and perhaps Khazanah Nasional. Because of the "artificial closings" of well-supported blues like
Maybank, Telekom, Tenaga, Genting, Petronas Gas and Rothmans, the KLCI chart would not provide a
guiding light on market trend this week. We view any upside as an opportunity to sell. [Zulkifli Hamzah
254-6677/David Yong 466-3929]
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CORPORATE/POLITICAL DEVELOPMENTS
Sabah embroils in political uncertainties

The sudden resignation of Datuk Ghapur Salleh (deputy chief minister/finance minister) on Dec 13 has been
a new source of uncertainty in Sabah, a state under the ethnic-based rotational power-sharing system of
government. In business, the resource-rich state is a fertile hunting ground for lucrative deals — its gas and
forest reserves among the coveted few.

Ghapur’s quitting is an important development, as it left a major coalition partner with a vacuum ahead of
the change of leadership, which must take place in May 1998. It will be even more significant, if the state
leadership under CM Yong Teck Lee decides to call a snap election before May 1998 or at the expiry of its five-
year term in Feb 1999.

From a political viewpoint, his resignation is said to be a result of internal bickerings within Sabah Umno, a
major component member of the Barisan government. There is strong suggestion by political watchers in
Sabah that Ghapur is blamed for failing to deliver the goods; the business interests of the Sabah bumiputeras
have not been promoted to a level that satisfy the grassroot supporters.

The multi-billion Likas Bay project: At the centre of controversy is the multi-billion Likas Bay reclama-
tion project in the seafront of Kota Kinabalu. Initial set-up and contract awards have conspicously left out
bumiputera interests at the advantage of Chinese businessmen (including that of Sarawak-based compa-
nies). Although soil tests have been quietly conducted at several locations in the seafront, the state govern-
ment have been on the defensive to the extent of denial; the chief minister remains defiant that the project
has not been approved but observers suspect CM Yong (MP for Likas) may have a vested interest in the
project. Todate, several announcements indicated that three parties are  involved in the reclamation:

■ Kretam Holdings/Rainbow Bay: In April this year, Kretam proposed to buy a 30% stake in Rainbow
Bay, which has been awarded a contract to undertake seafront development in the Likas Bay scheme.
Rainbow Bay’s filing at the Registry of Companies shows that its directors (Zahid Hamidi and Fong
Kin Voon) are related to Kretam Holdings/Tekala Corp. It is supposed to develop some 400 acres of
land. Other terms of the contract have yet to be disclosed. Kretam pulled out of the deal by selling its
30% stake in late November. The new party is not known.

■ Malaysian Mosaics/MLGH Sdn Bhd: Malaysian Mosaics’ s Fajar Enterprise teamed up with MLGH
(a limited company wholly-owned by the Ministry ofLocal Government and Housing) in April 1997 to
develop 100 acres of mixed commercial development at the seafront of Kota Kinabalu. MLGH Sdn
Bhd’s board consists of CM Yong Teck Lee, his deputy Ghapur Salleh and state minister Lajim Ukin.

■ Wijaya Baru/Tiong King Sing: Last month, Sarawak tycoon Tiong King Sing bought a 32% control
of Pacific Chemicals from beleaguered Ting Pek Khiing for undisclosed sum. Under the proposed cor-
porate changes, Tiong plans to inject his 45% stake in Wijaya Baru into the listed firm; it was revealed
that Wijaya Baru has approval-in-principle for a RM1b reclamation contract and development of 400
acres of commercial properties related to the Likas bay project.

Political oberserves in Sabah said there is a fourth party in the land-for-reclamation deal; although undis-
closed, it is said to be associated with the chief minister. That configuration left no share of the pie to
bumiputera interests — a source of discontent within Sabah Umno.
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STATE OF THE MARKET

Status Dec 31, 1995 Dec 31, 1996 Dec 19, 1997 Forward

With Telekom/Tenaga
Total Earnings 15.1 17.5 22.0 24.3
Growth (%) – 15.7 25.8 10.3
Total Capitalisation 328.7 411.5 197.0 196.6
Market Valuation 21.7x 23.5x 8.9x 8.1x

Without Tenaga/Telekom
Total Earnings 12.8 15.8 18.6 20.2
Growth (%) – 23.6 18.0 8.6
Total Capitalisation 258.1 329.0 141.7 141.9
Market Valuation 20.2x 20.9x 7.6x 7.0x

Note: The status of the market is reflects earnings and market capitalisation of 100-component stocks but excluded

Aokam Perdana, Hexza Corp, Kumpulan Emas, Leong Hup, KL Industries, Promet, Uniphone, Golden Plus, Palmco, Sitt

Tatt, Time Engineering and Datuk Keramat. Because there are (1) no consensus earnings or (2) negative earnings profile,

the resultant market PERs are understated i.e. the actual market valuation is higher than stated above.

Table: Rotational Power-sharing Arrangement

Position 1994 1996 1998

Chief Minister Salleh Tun Said Yong Teck Lee Joseph Kurup

Deputy I (Muslim bumiputra) Ghapur Salleh Ghapur Salleh Ghapur Salleh

Deputy II (non-Muslim bumi) Joseph Kurup Joseph Kurup Bernard Dompok

Deputy III (Chinese) Yong Teck Lee Tham Nyip Sen Tham Nyip Sen

What’s Next: The political impact of Ghapur’s resignation has already galvanised Umno into quick action
but so far, no decision has been made to accept or replace him. Although Sabah’s Muslim bumiputera candi-
date will not assume state leadership until Feb 2000 under the rotational deal, a snap election could change
all that. We would pay attention to Umno state chief Osu Sukam and dark horse Lajim Ukin, a powerful
minister who decides on trading licences for gaming activities in Sabah. Because a snap election is still a
strong possibility, we expect business interests in Sabah to be exposed to some political influences. The Likas
Bay project is likely to be opposed by environmentists and may face tough hurdles to justify its commercial
merits. Olympia Industries, which is suspended awaiting application for its Lotto trading licence, may well
be back in business. [David Yong 466-3929]


