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SPLECH BY THE MINISTER FOR FINANCE, MR. HON SUI SEN, AT
THE OFFICIAL OPLNING OF THE STOCK EXCHANGE COF SINGAPCRL

LTD. ON SATURDAY, 16TH JUNE 1973 AT 10.30 A.M.

Many of us present at this official insuguration of
the Stock 'xochange of Singapore today will pi;obably take the
opportunity to indulge in a bit of crystal ball gazinge I do

not olaim special expertise in this art. However, it does

not require much clairvoyance to foretell the future of the

Stock xchange of "ingapore which will surely take its place

amongst the leading stock exchanges of the world. Ité
potential for development has been amply demonstirated alréady
by its ability to respond quickly to new needs in the
situation after the 8th May, 1973, vwhen Malaysia a;mounced

ite intention to set up its own stock market,

.

2, Indeed, I must? congratulate you, Mra ‘Chaiman. and
your ‘orking Committee and all founder members who readily
gave you their support, on the commendable speed with whioch,
first, a separate and autonemous Singapore trading room was
set up on May the 14th; secondly, new rales, ’byef-lauq and
listing requirements were formulated and a cede of conduot
for listed companies stated in a Corporate Disclosure Policy,
and' thirdly, the Memoramdum and Articles of Association for a
new compan; were draw'n up, so that a newly registered and
J.icensed Sicek Lxchange «f Singapore could commence full time

business on the 4th June, 1973. Orerations since then have
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been, expectedly, so smooth and trouble free and public
confidencé in the new Nxchahge g0 clearly established that
this inauguration ceremony marks only in a formal sensc the
end of a running-in pericd and the commencement of full‘y

normrl operations.

3e And'yet, ¥r. Chairman, having achieved so much so
quickly already, much more will be expected from you, your
Committee and your members in the future., I myself would
like, if I may, to offer a few suggestions on matters in which
I think there could be fairly immediate improvement. The
first is in regard to the size of the Fidelity Fund. Over the
last year, with the great inc:;-ease in share prices, and with
the much larger volume of business transacted in the Stock
Exchapge, it eught to be no great proeblem to enlarge the
Fidelity Fund by »inczv-eaeing the prioce of new seats on the
(xchange, ta.king' into account the present very greatly
increased profitability of such seats, or by requiring a
monthly or ether periodical contribution to the Pidelity Fund
from existing members based on their larger than average

business turnover,

4e Another motter which the “xchange might well censider

is to encourage its member firms to pleugh back the greater

part of their umusual profits over the last yea.;, and so to
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increase the capitalisation of member firms. The prestige of
the “tock '.xchange rests finally upon the financial standing
and prebity of its individual members. It would increase the
confidence of investors to know that in entrusting their
business to members of the Stock Lxchange of Singapore, they
will be dealing with men of considerable substance and

reputationes

Se ' Yet another matter which could repay Stock !xchange
attention is improving the investment advice proffered to the
investi;;g pudblic. But for this purpcse, a greater investment
in time, money and personnel will be required from your member
firms, especially in the field of investment research and
_appra.isal. Only by providing a better service in this
direction can the investing public be educated and assisted in
attaining the degree of sophistication and wisdom which will
prevent their fingers being repeatedly burnt in fires of ever—
speculation. lhile some firms have already made an effort,
they have much f. de ylat to improve the quality of their
publications. Curiously, some of the better reuear.c.h material
that has recently appeared on my desk commenting on selected
Singapore companies hgve come from overseas stock=broking firms
or affiliates, whom I would not have expected to be so well

informed as our ewn stockbrokers.
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6e - No ome will deny that the past few monthe have been
a most exciting and eventful period in the history of the
securities industry in Singapore. This is reflected itn the
movement. of the “traits Times Industrial Index which peaked
at 611 on 13th February and fell by 15th May to a low of 295
Such sharp and disruptive changes indicate quite clearly the
dangers of investing in shares for the ill=informed or ille
advised or, in a highly speculative situation, the faint-

.

hearted or poorly-financed whe cannot afford to out their

losses or to grit their teeth and endure a pralonged period

ofbdepressed prices. To avoid irrational runaway booms and
busts, investors are entitled to much better guidance than
they get at present. Tliey should no longer be content merely
to receive a copy of the monthly Stock Exchange Gazette over-
printed with the name of their stockbrokers. Nor should they
be satisfied with casually considered advice. The days when
.a ;ér;;er can take a spare afternoon off to write an appralisal
of a quoted company are numbered. Firas must think in terms
of esfahlishing 1ull=fledged investment ?eééaroh departments
manned by knowledgeasble professionals who are able to devote
their full time and attention to investment analysis and are
not, as ndw, bogged‘down by hectic day-to=day trading and

dealing.

Te ‘lhile brokers should give their oclients more
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speclalised sei-vices, there is a need for early dislemingtion
of infomafion plrt;vided by listed companies in discharge of o
their obligations under the Corporafe Disclosure Policy. I am
glad to learn therefore of the intention of the Stook '.xchange
‘' Committee_ to publish a daily news sheet giving the latest
company anhouncements and price quotations. I appreciate that
this project will of necessity start off on a modest basis,
but it will give the opportunity later for the Committee to
. oonsider expanding the publication so that it will also cover
other aspects of investment and all finanocial events in

Singapore and overseas.

8, I am interested to learn also that the Stock Fxchange
of Singapore proposes to set up a computerised system for all
transactions passirig through the Ztock Ixchangee This will
considerably speed up the analysis and publication of the
computerised information and the compilation of an official

Stouk 'xchange index,

9« I have also been informed that two firms are in
the process of installing clesed circuit television facilities
to relay instantly prices from the trading room of the Exchange
to each of their officess The investing public will wateh hew
cuickly this projeot gets off the ground. It will be

interesting in due course to see whether those firms whioch are
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not participating ir this scheme z¢ they are presently
operating miriniure boszrds znd irading rccas on their
premises, wild coacider swilsuhirg over teo closed circuit

telavision ultinately.

‘10, " 1 am indeed hearicned by Lhe constent cnd
oontiruing efforte of the Stock Lyzhange of Singapore in all
these an@ othcr weys e try and imnceve ctondards. Among
non-mechaaised joproviientis, the Htock .xchange's new Rules,
Bye~laws and Liziiag Poquisementl zre 1 very creditable
advenoe o the n-ermous Rules and Li.ting Hequiremcats while
the guidelines cuni:zincd i Lbhe Stasement of Folicsy oa
Corpor='e Disolouuru zre worthy oi mupgort, ¢ ghonld aim

at getting tha cu—cperziicn of quotiad cempanies, commentators
in the rinaccial colutns of our nevspoyers, Lavesting public
and all these =he sre engosed in the securities induetry to
support 4h: impl mentition of the pelizy so ag o establish a
fajir zrd o2ea cnpit.’ market where the gmall, imnccent and

often neive imvitior 13 not erplolieda

11. I nead herdly :ay tbzt an any offorts to improve its
operaticns and suundlrds and 1 sshallich g healthy and sound
domestic capstal macrsl, ke Lteoet Lxchange uill elways have
the supp:rt o Gyreroacenta o013 1ike to emrhasise agair.

what 7 s8aid ca 4e Seusrd Leading . £ he Sacurities Industry
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Bill thgt %ha Eill (now pa.r:s:_ad as Act Noe 17 of 19’[3 anéd brought
into fqrce_ on 23rd ¥ay 1973) does not merely pay lip service to
but acknowledges the prinoip}c_a or self regulation of_the
'xchange by its Committee and is not intended to interfere

with the day-~tc-day control '!:ha.t the Committee ax_eroi_aos over
members of the ILxchange except an such maiters ;s the licensing
of dealers in svcurities, the reduction to statutory form of
Stock “xchange Rules with regard to maintenance of brokers!
trust funds and the fidelity fund together with the keeping of

records and the conduct of seourities business,

12, . "As the Governmeni's adviser on all matiers relating

to the securities indusiry, *he Securities Industiry Council
vhich was formerly an ad hoc body but is now more formally
establighed and recogaised as a consultative or ad&iaory‘body
authorised under Seciion 3 of the Act, will always be ready to
give guidanoc Lo the l.xchange and ‘o co-ordinate its activities
with the nneds ot business and the investing public an@ with the
policies of the Government. It has worked very cloeel& and
harmonicusly with the Stock Ixchange in the recent régr@a_niution

of the market.

13, The establislmsent of the “ecurities Council has to-date
led to 7 new companies bheing approvad for listing. There are

many other well-known companies, some with hcusehold names,

seses/B




making preparations to seek a listing on the Stock Lxchangee

I believe the Singapore Manufacturers' Association amnounced
recently that at least 10% or 60 of their member companies
would be seeking listing during the coming year. Perhaps not
all of thea wil) be admitted but the interest in listing by &o
many companies is a healthy development which will give the
market greater depth and should assist in remedying the present

situation of too mich mcney chasing too few stocks.

14. A further possible development which would be
encouraged also by Government is the listing of foreign
companies quoted already in other recognised stock exchanges.

I note that your new Jye-laws give the necessary flexibility

for permitting dealings in such shares. This is a move in the
right direot:ioﬁ¢ 1ith exchange control liberalisation, vhich
we plan for lst July 1973, Singapore investors v;iill be permitted
to invest much more freely in foreign shares of their choice.

Such liberalisation ought to have saluiary effeots in reducing

the volatility of some of our stocks, For example, if some

of the leading banks in the ljnited Kingdom or the United States
be given a quctationlnow, Singapore investors will find that
such shares may be bought on a fairly steady price earnings
ratio of 12 and below. 3y providing an opportunity to make
international oounpariaont; within Singapore, it is hoped that

the wild fluctations in prices in the domestic market will be
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minimised,

15. fith a revitalised Stock Exchange, a statutorily
recognised “ecurities Indusiry Com;loil. the legislative and
policy controls in the Securities Industry Act and the
Companies Act and in the Stock Exchange's own regulations,
bye-laws, listing requirements and corporate disclosure
policy, the frimework is laid for the rapid develepment and
expansion of the securities industry market in Singapore.
Such a market under the more liberalised exchange control
policies now pnesible and contemplated should be able to
serve not only Singapore, but the wider South-East Asian or

Pacific Basin region and subsequently perhaps, the Worid.

16. And now, Mr. Chairman, it gives me great pleasure

to declare the Stock Exchange officially open.




