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r _hei'e' is_more gﬂing" on in the

Malayshin derivatives market than

ir almost any other ntacket in the ™ -
‘region today. There are many ressoms to "1

be excited about what is happening - not
least of which are the opening of the
Mualaysian Monetary Eachange and the
Kuvala Lumpur Optons and Financial
Futures Exchange over thepastyear,  »

The development of the new exchanges

‘has been the biggest factor - promoting

banks and other corporate entities to set
up futures broking subsidiaries, Not only

“do these companies have the infrastruerure

in place to conduct such activiry, but there
are also plenty of brokers qualified to trade
in thé furures market.

But efforts by the exchangcs alone are
not encugh o build the domestic detiva-
tives indusery. Moving at its cutrent pace,
the market will take a2 long time to acen-

. mulate che cridcal mass it needs for ake-
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" do ‘the selling, bur.qiu

off. The change which lus ulaen phce.
. over the past several months does not
. allew the many macket participants to be

rewarded for being in the business — daily
volurn:s on enchmgu 4re not satisfactory..
- There are plenty of tum brolu:rs w

" has the
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ofthcpm&ucu Give ent put
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ment, in somie cases mzy not be proﬁucn't
in interpreting the reports. But in some

" pases they are not concerned about interest -
. Tate exposure because they claim they do

not see interest rates fluctusting in the way
: sh:rc prices do in their personal portfolios. -
) the interest rate -
: :cxpnmm of Malaysian banks? The answer

.56 who is managing

+is nobody: And this is where the opportu-
nity for the development of I'])e Ml]xymm
derivatives market really lics. :

* ¢ The way things worl fow; mmcym:r '
]ne:dea]mpnman]ysommhmndltywhde :

{investpent managess and sbond traders
" _ma!m dccmons on where m place the
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carrently merely ticket-fillers cov:nng
banks’ I.:qu:.duy .tequirernents, There i
Tarely an}r “proper ‘analysis of the” market .
which would result in the -appropriate |

nundmgofa.ggmgm:bankm and ].labl.l- S
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_ Rjghtnaw d.ccmon-mahngon mahdung .
assets and liabilities & wo inefficient and e
- far removed from the oaders who under-

siend and can quickly act on opportunity.
Most banks generate 4 g2p ana'l_w‘s report
for asser-liability committee meesings, but
these roports ar often inaccurate and few at

.the top do arything about them anyway.

One of the problems is senior, manage-
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. a series of KLIBOR futures contracts'

consecutive manirities, Malysisn 1
dealers could quote forward ram ag
ments (FRA) and interest rate swaps

their corporate customers.

There are currendy Emﬂy Tiquid
dollar/Malaysian ringgit swaps quote

' the offshore market, but the market pa
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" the liquidity offered by ather market 1
“ers. The rest depénds on the neove of

-« ticolar dealers. By having ‘access to

l:u.nk's funds solely bé.éad on lhe yield lev- .
contract for the first time thraugh the

.exchange, domestic banks can pamc:
*and develop the local FRA and ine

¢ls. Faced with an inverted ylcld curve, ¢

sitiation where interest raeés are falling as
maturities ]l:ugt]'ncn1 most stay short, thus
"taking on more eredit risks by adding

bankers acceptances or shor-term tme

dnﬁs ta their liquid asset portfolios. =

Futures traders on the money marker
desks mhay end up-putting on 2 small lor~

punting position, but hedging ransactions
involving big volumes have yet to be

understood or tried in Malaysian banking. -
The other area where banks can devel- -

ap the desivatives market is the over-the-
counter market, where the instruments are
. not traded or quoted on an exchange. By
trading  three-month  KLIBOR (Kualz

domﬁtu: three-month KLIBOR. 'fm

rate swap markie The opportunic
build an options marker will follaw:
Indeed, with all these possibilitie:
new products- the .Malajman marks
ambng the most exciing in the w
today. What is even more thrilling is

* local banks could be the leaders in bil

on¢ of the most sophistcated fina
centers in the region.

1f that time comes, Malaysians will
much more to be proud of than Petr

" “Towers — currently rcgarded a5 the we

tallest struerure,
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