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SEPT 2 — 5, 1997 1 YEAR 1 MONTH  LAST
AGO AGO WEEK

Market Cap (RM bil) 729.8 672.1 566.9
— Main Board 679.7 607.9 517.3
— Second Board 50.1 64.2 49.6
KLCI (pts) 1,107.49 945.08 821.59
SBI (pts) 543.23 524.30 401.01
3-mth Klibor 7.3550 8.1200 7.5500
RM/US$ 2.5160 2.6175 2.9100

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

(RM) (RM) (RM) (RM) (%) (m)
Renong 3.34 3.36 2.98 0.34 11.33 73.1
B Group 1.78 1.90 1.38 0.09 5.33 65.1
Commerce Asset 3.40 3.80 2.30 -0.24 -6.59 63.1
Sime Darby 6.70 7.20 5.20 -0.20 -2.90 45.9
MRCB 3.02 3.12 2.34 0.67 28.51 44.7

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

(RM) (RM) (RM) (RM) (%) (m)
Actacorp—W 5.90 5.90 2.71 2.40 68.57 0.7
TRI 3.64 3.80 2.50 1.18 47.97 27.5
AKI—W 3.50 3.50 2.80 1.10 45.83 0.6
DKLS 7.60 8.15 5.60 2.25 42.06 3.0
Hoover 6.95 7.05 4.82 2.05 41.84 2.8

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

(RM) (RM) (RM) (RM) (%) (m)
E&O 2.55 4.00 2.30 -1.05 -29.17 0.4
Daibochi—W 1.60 2.22 1.32 -0.60 -27.27 0.3
Pacific—W 4.40 4.90 4.20 -1.30 -22.81 0.1
Gamuda—W 0.89 1.28 0.89 -0.25 -22.81 0.9
NSTP 10.40 13.00 8.25 -2.60 -20.00 2.5
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ECONOMICS & STRATEGY
Momentum in stock recovery should be intact

The week before, all caution was thrown to the wind. In a sharp reversal of policies and approach, the
government relented: stock designation was lifted, construction of big ticket infrastructure projects were
identified for deferment. Whether that was an admission of policy failure or political pressure, the market
got what it had been rooting for — a less confrontational, more conciliatory response to the twin evils of
currency and equities slide.

Even if some RM350b had been lost since March 28, we could not have asked for a more meaningful start,
even if it means a long-haul recovery to stockmarket wealth. On this front, it is thumbs up.

We do not expect the market to accept anything less than specifics in respect to the need for rescheduling of
mega projects; in particular, the northern airport plan, the KL Linear City and the much-vilified Bakun Dam
have been singled out for deferment. That should be a relief to perceived pressure on the current account
deficit in the future.

Trade deficit for July 97 came in at RM855m; exports in July grew by 3.7% to RM17.2b while imports de-
clined 6.9% to RM18b. The latest deficit leaves the cumulative Jan-July balance in the red at RM3.6b vs
RM1.4b in previous corresponding period in 1996. There is still little cause for cheers. Cumulative imports
still outpaced exports by 4.7% to 2.8%. In particular, cumulative exports of electrical and electronic products
are still growing sluggishly at 4.3%, and even more dismal at 0.2% for integrated circuits. Net lumpy imports
comprising ships, tankers and aircraft, amounted to RM700m, down from RM2.2b in June.

But this seems to us as a non-event. With much concerns emphasised on big-picture direction, we expect the
market to ignore this set of numbers in the comfort of knowing that the current account deficit is being
earnestly addressed.

Table: Year-to-date Trade Balance (in RM mil)

Month Exports Imports Trade Balance

Jan 16,754 16,857 (103.0)
Feb 13,522 13,153 369.0
Mar 18,678 16,925 1,753.3
Apr 15,654 17,782 (2,128.1)
May 17,257 17,100 156.2
June 16,545 19,250 (2,705.2)
July 17,151 18,006 (855.3)

YTD 115,560 119,073 (3,153.2)
Jan-July 96 112,364 113,800 (1,436.5)
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Last Friday’s 91-point rebound was euphoric. Short-term traders should take profit on such tendencies. We
believe the market has reasons to sustain itself at 850-900 pts levels within the next two weeks as:

■ the government works to re-instil confidence in the marketplace; in particular, the visible role of Tun
Daim Zainuddin in clearing the air with fund managers;

■ more leaks of what could be positively packaged into the Oct 17 Budget with regards to import-reduc-
ing proposals to tackle current account deficit;

■ expectations for the ringgit to further arrest its decline into this week; and

■ share buyback programme will see some tangible progress, as companies seek shareholders’ mandates
in EGMs over the next one month. [David Yong 466-3929]
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INVESTMENT IDEAS
Latest turn of events offers opportunities and trappings

The latest indications from the leadership suggest that stock prices could be on the mend, but this cannot be
universally true. Recent measures, as well as promised tough actions to combat unnecessary imports and
rescheduling of mega projects, will create opportunities and threats to listed companies.

Bakun Dam delay: Most investors would have little of Ekran shares in their latest portfolio. The fallout
with ABB, the delay in construction activities and eventual deferment of completion date beyonf 2003 may
augur well for Ekran, ironically. We believe Ekran will plan to stick to its original schedule as far as possible.
Part of the rights issue proceeds may be utilised to buy back its shares, as we expect the group to go back to
the Securities Commission for revised terms.

The implications for the private power-generating industry will be positive. Specifically, we expect an accel-
erated IPP plant-up programme as a counter-measure to increase power capacity between now and 2003
when Bakun can be added to the supply equation. In this respect, we favour Powertek and Malakoff.

As we understand it, Tenaga Nasional may be in a no-win situation. Although the purchase of power from
Bakun is delayed, its obligation to source more from IPPs in the immediate future will be a dampener. IPP
purchase cost has been a big negative on its bottomline in the past two years; the likelihood of having to buy
more from them (at the same time, tariff is capped for the next two years) tells us to avoid the utility at this
stage. Weak currency could throw up some forex translation losses, speculated at RM300-400m.

Tough measures to tackle current account concerns: The repercussion will be immediate. Finance
Minister Anwar Ibrahim has hinted that Proton Perdana can be a good substitute for Mercedes Benz or
Volvos for eligible government servants. Allocation of limousines for the new KLIA airport (currently split
between Perdana and Mercedes D250s) could be tilted in favour of more Perdana). This is good news for
EON, distributor of Proton Perdana, whose market share of Proton-built cars has been increasingly chipped
away by DRB-controlled Usahasama Proton-DRB. This will be a welcome respite in 2H97 for EON after a
lacklustre interims. But we are downgrading our Strong Buy recommendation on Mercedes franchisee Cy-
cle & Carriage Bintang to a Hold. Part of the government's efforts to reduce imports may entail the
revocation of APs on CBUs — currently its most lucrative source of income.

The Public Works Department has been told to buy less machinery. Major infrastructure project promoters
have been told to reduce import content by 100% if not by 99%. There will be more urgency this time around,
given that the ringgit has weakened by some 20% this year. This will be a negative implications on the
prospect of Tractors Malaysia. [David Yong 466-3929]
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MARKET NOTES
Who have lost the most?

The table below indicates which tycoons have had their paper wealth decimated by the recetn market down-
turn. The emphasis is certainly not on actual net worth of these individuals, but the degree in which their
wealth (deemed interest in listed companies) had been devastated in the five months between March 28
(when Thailand revealed deep financial mess) and Sept 4 (when the KLCI was at 4-year low of 731.12 pts).
The market had lost some 40% or RM350b in capitalisation during that turbulence, but some of the tycoons
have had it to a varying degree of losses.

Benchmark/Tycoons 28-Mar 4-Sep % Change

KL Composite Index 1,217.64 731.12 (39.9)
Market Capitalisation 853.82 503.34 (41.1)

Mirzan Mahathir 4,429.8 1,365.6 (69.2)
Rashid Hussain 11,116.4 4,665.5 (58.0)
Halim Saad 10,812.8 5,385.4 (50.2)
Ting Pek Khiing 2,195.5 1,106.1 (49.6)
Tajudin Ramli 2,151.3 1,145.1 (46.8)
Quek Leng Chan 17,580.7 9,515.9 (45.9)
Vincent Tan 13,430.1 7,495.9 (44.2)
William Cheng 4,026.1 2,385.9 (40.7)
Lim Goh Tong 12,163.9 7,260.0 (40.3)
Teh Hong Piow 3,329.8 2,049.9 (38.4)
Khoo Kay Peng 4,183.3 3,226.9 (22.9)
Yeoh Tiong Lay 5,249.4 4,241.1 (19.2)

Total 90,669.1 49,843.6 (45.0)

Source: Investamatic, Capitalcorp


