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SEPT 22—26, 1997 1 YEAR 1 MONTH  LAST
AGO AGO WEEK

Market Cap (RM bil) 700.05 629.5 557.1
— Main Board 700.05 493.02 509.10
— Second Board 56.68 44.63 48.87
KLCI (pts) 1,130.59 804.40 799.81
SBI (pts) 595.58 373.74 404.59
3-mth Klibor 7.2950 7.5300 7.8400
RM/US$ 2.4995 2.9250 3.1375

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

(RM) (RM) (RM) (RM) (%) (m)
Sime Darby 6.40 6.40 5.80 0.35 5.79 26.8
UEM 10.10 11.70 9.65 -1.80 -15.13 25.4
Anson Perdana 4.18 4.40 3.96 -0.02 -0.48 25.2
RHB Capital 3.80 4.14 3.66 -0.14 -3.55 24.6
MBf Capital 2.70 2.82 2.50 - - 21.6

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

(RM) (RM) (RM) (RM) (%) (m)
Kulim—W 1.70 1.76 1.22 0.46 37.10 0.9
Hap Seng 6.10 6.60 4.66 1.40 29.79 2.2
PPB Oil Palm 3.30 3.36 2.60 0.70 26.92 10.6
Kulim 4.10 4.18 3.26 0.78 23.49 1.8
AISB 5.15 5.45 3.92 0.97 23.21 2.7

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

(RM) (RM) (RM) (RM) (%) (m)
TSH—W 5.80 8.45 5.75 -2.65 -31.36 0.1
TSH Resources 8.70 11.40 8.30 -2.70 -23.68 0.1
AMMB—C 0.800 1.000 0.780 -0.195 -19.60 0.8
Apex—W 4.28 5.30 3.98 -1.02 -19.25 0.1
Grand Hoover 4.86 5.95 4.84 -1.09 -18.32 1.1
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ECONOMICS & STRATEGY
Market advances — despite weakening fundamentals — built on rising expectations of favourable Budget
announcements

A respite in week past: The KLSE weathered a difficult period in last week's cautious mood. The KLCI
rose 12 pts despite further weakness in the ringgit (which depreciated a further 3.3% last week and 25.5%
year-to-date), helped by strong rally in plantation stocks. The CPO-led run-up was checked in its ascend by
the expected downgrading of Malaysia country rating by Standard & Poor on Wednesday.

The flipside of weak currency: As far as palm oil producers are concerned, a weaker ringgit is a gilt-edged
boon in difficult times. CPO prices flew northwards in recent weeks to as high at RM1,537 per tonne — up by
19.8% year-to-date. Tin prices are back at 25 months’ high. Unfortunately, tin producers have been marginalised
all these years and few are at all pledging their survival on commercial production of tin today. Such windfall
should be realised in a trading market. Selling into strength would be an advisable strategy.

Three-month Klibor continues its climb: Weighted average Klibor for Aug 97 stood at 7.72%, which
renders the Sept 97’s BLR for commercial banks at 9.64% — still below the psychological threshold of 10%.
But short term rates continue its rise last week in apparent liquidity squeeze. The 3-month Klibor surged 23
basis points to 7.84% while its futures-equivalent for Dec 97 settlement ended at 8.33%. This should be a
cause for concern for equities market players.

Corporate results are generally disappointing: There is no silverlining in the latest bundle of interim/
final results, especially among electronic firms, property and trading firms. Even the Renong group of com-
panies have had a mixed bag of tales bordering on disappointment. A pessimist’s case is perhaps growing
stronger by the day; unaccustomed to sudden hardship, more corporates are making tough adjustments to
new realities of stiffer contract pricing, stinging cost of raw materials, wage-productivity imbalance and
regional competition. With cost of borrowings in ascend, profit margins will be under severe pressure.

Conclusion:  We expect share prices to remain firm this week, inspite of further evidence of currency weak-
ness and unfavourable interest rate movements. This divergence should persist, largely due to build-up in
expectations for favourable prescription of economic cures in the Budget announcement.

For a start, policy shocks are over. If at all there is a lesson to be learnt from recent market turmoil, one must
be the need to present a pragmatic and consistent approach to economic management. We believe this will be
the order of the day henceforth, as Wednesday’s Cabinet meeting directive made Anwar Ibrahim the sole
spokesman on all matters concerning the economy.

That assured, Budget ’98 announcement will be an important milestone. It will be a forum to adjust the
country’s economic policy to the demand of growth. It will be a widely-watched event not so much for its
budgetary formalities but how specific Anwar will address the long-standing macroeconomic ills of current
account deficit, export inertia and the spectre of imported inflation. [David Yong 466-3929].
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