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OCT 6 — 11, 1997 1 YEAR 1 MONTH  LAST
AGO AGO WEEK

Market Cap (RM bil) 763.2 595.6 578.9
— Main Board 706.8 541.9 526.3
— Second Board 56.4 53.7 52.5
KLCI (pts) 1,148.85 844.06 834.01
SBI (pts) 592.83 441.84 430.32
3-mth Klibor 7.2550 7.5300 8.2800
RM/US$ 2.4940 2.9400 3.1027

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

(RM) (RM) (RM) (RM) (%) (m)
MBf Capital 2.80 2.99 2.57 0.18 6.87 65.1
Renong 3.20 3.24 3.06 0.02 0.63 45.4
Tenaga Nasional 9.30 9.75 7.95 1.25 15.53 29.9
MRCB 2.73 2.97 2.65 0.02 0.74 25.3
MUI 1.50 1.54 1.36 0.13 9.49 25.1

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

(RM) (RM) (RM) (RM) (%) (m)
SAAG 47.25 50.00 28.75 18.75 65.79 0.7
Pancaran Ikrab 16.10 16.10 10.30 5.70 54.81 10.1
B.Singer—C 1.63 1.63 0.97 0.55 50.93 0.1
Harta 5.75 5.75 3.86 1.93 50.52 2.9
Zaitun Industries 16.40 16.90 11.00 5.00 43.86 1.3

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

(RM) (RM) (RM) (RM) (%) (m)
TAS 11.80 14.20 11.50 -1.80 -13.24 4.0
Abrar Corp 8.60 9.80 8.40 -1.25 -12.69 1.8
IOI Prop—W 1.40 1.60 1.39 -0.20 -12.50 0.1
HL Ind—W 1.37 1.70 1.36 -0.16 -10.46 0.2
Sg Way—W 1.28 1.42 1.28 -0.14 -9.86 0.1

WHAT'S INSIDE

Economics & Strategy
Sell into strength in the face of
tighter market liquidity, the ringgit's
technical pullback and weaker plam
oil prices ..........................................

Insider Moves
Major shareholders buy more of
O'Connor's Corp and Camerlin
shares..............................................
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ECONOMICS & STRATEGY
Sell into strength in the face of tighter market liquidity, the ringgit's pullback and weaker plam oil prices

Questions about the 1998 Budget will be answered this week: The annual budget to be tabled on
Friday, Oct 17, should in essence be a platform for the government to dwell on its fiscal strategy, that is the
planned public spending and projected revenue. During this decade, however, the budget has assumed a
bigger role, wherein the government touches on a wide-range of matters including the conduct of monetary
policy.  This Friday’s budget is expected to illuminate the financial market on several issues. GDP growth is
expected to decelerate slightly next year, in the range of 6-8%, but still within the 7th Malaysia Plan targetted
growth path. Revenue base of the government will come under some constrain next year as the economy
slows down and earnings base shrivels.

To maintain a budget surplus, the government is unlikely to raise revenue by (1) cutting direct taxes (corpo-
rate and income taxes) or (2) increase indirect taxes (by introducing the Sales and Services tax) or (3) in-
crease import duties. The strategy will concentrate instead on placing restraints on the expenditure side. In
essence, the government is undertaking fiscal consolidation measures via expenditure rather than revenue,
aimed at avoiding a fiscal deficit. the government has maintained a fiscal surplus for the last four financial
years. But the Budget proposals themselves cannot be taken as an instant panacea to present-day structural
macroeconomic problems. In fact, the event should be seen as a source of "volatility" with its share of winners
and losers.

Ringgit’s upsurge is too strong: Last week, the ringgit recovered more than 3,000 basis points in a span
of 3 days. Indicative of its direction, Rashid Hussain remarked that the ringgit will settle in the RM2.80-3.00
range, and this is significant coming from a Khazanah official and one of the country’s top financial men. The
remarkable run of the local currency appears to have hit a technical stumble as the ringgit opened weak in
early Monday trading. We believe that last week’s stellar rise of the ringgit is driven by local demand espe-
cially those converting their dollar-denominated assets into ringgit. The central bank was quiet and is ex-
pected to remain so in the near future. Mirroring the sharp appreciation in the external value of the cur-
rency, the local money market experienced tight liquidity last week as the demand for ringgit choked supply.
Tight liquidity is expected to prevail again this week with the issuance of the 10-year Malaysian Govern-
ment Securities on Wednesday, the settlement of which will siphon off RM1b from the market.

Palm oil prices are retracing from recent surge: The benchmark PORLA crude palm oil (CPO) price for
the spot month October fell RM137 or 8.3% to RM1,512 last Friday almost mirroring the ringgit’s gains. The
ringgit staged a remarkable run against the US dollar, gaining 7.6%% last week to close at RM3.09. Due to
strong CPO production during this peak production season (Sept-Oct), industry forecasts peg October stock
levels at close to 1m tonnes vs 0.89m tonnes in September. We expect prices to soften to RM1,450-1,500 per
tonne in the immediate term. Likewise, we believe the sharp appreciation of plantation-based stocks in
recent weeks has run its course. (Please refer to our Sector Update Oct 9, 1997).

Thailand’s rehabilitation package to mollify uncertainties: The Thai government will release plans to
rehabilitate her 58 ailing finance companies on Wednesday. The bailout measure is one of IMF’s conditions
in granting financial aid to the economy. The financial market was jittered after the government was ac-
cused of politically interfering with the work of the steering committee, resulting in the resignation of one of
the committee members. The release of the plan will bring about fresh certainty into the market and this will
be a stabilising factor for the region as a whole.
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Strong industrial production is indicative of the
economy’s resilience: Although there is a slight
downtrend in output growth, the manufacturing sec-
tor still grew by a robust 12.9% in the period Jan-Aug
compared with the previous corresponding period in
1996. As the manufacturing sector accounts for more
than 30% of output, this is the strongest indicator yet
that 1997's GDP growth will be strong, in the region of
7.5-8.0%. But we expect this news to be discounted by
concerns over the economic prospects beyond this year.

Strategy: While the significant recovery in share prices and the ringgit last week is not lost on us, we
believe that there are not many factors (beyond the Budget’98 proposals) that could sustain the market
above the 850-900 pts levels. We will sell into strength in the face of tighter market liquidity, the ringgit's
unsustainable upsurge and weaker palm oil prices. [Zulkifli Hamzah 254-6677]

INSIDER MOVES

O’Connor’s Corp (RM7.55)— Trading Buy at RM7.35 and below

Datuk Goh Chee Khen, a director and substantial shareholder of Great Aura announced that he purchased
300,000 shares in O’Connor’s Corporation on Oct 9 at between RM7.45 and RM7.50. Following its purchase
of 51% of O’Connor’s Corp from Singapore-based O’Connor’s Holdings, Great Aura served a notice of manda-
tory general offer to O’Connor’s Corp at RM7.88 per share on Oct 1. Referring to our Oct 6 report, we would
be buyers at RM7.35 and below for expected annualised returns of 29% and above.

Camerlin Group Bhd (RM6.00)— Strong Buy

Hong Leong Industries recently announced that it purchased 394,000 shares in Camerlin (previously known
as Malex Industries) between Sep 26 and Oct 3 at an average price of RM5.92. Since the reverse takeover of
Camerlin on June 27, HL Industries has steadily accumulated 5.3m shares from the open market at an
average price of about RM7.05. It now owns 58.1m shares representing 21.8% interest in Camerlin. Valua-
tion wise, Camerlin (RM6.00: 9.8x, 8.9x) is cheaper than Brierley Investments (NZ$1.39: 13x, 11.3x). It is
also trading at parity with the 46.8m special bumiputera issue price of RM6. We reiterate our strong buy
recommendation. [Chris Leow 253-1626]
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