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INVESTME

By GANESHWARAN KANA
ganeshwaran@ihestar.com.my

BACK in 2017, a renowned econo-
mist shocked the nation when he
revealed the government has
shares in at least 68,000 compa-
nies.

Just last December, Prime
Minister Datuk Seri Amwar
Ibrahim disclosed that the total
assets under management of the
government-linked investment
companies (GLICs) are worth

Strengthening sustainabili
of GLCs and GLICs

A review of investment strategies is needed

to ensure peak performance and continued growth

annual growth rate of 5.1%."
Despite the criticisms, Khazanah

FBM

| constituent ownership by GLICs/GLCs

see Malaysia is poised to benefit
from our established and niched

current government for not doing
its best to reform govern-
ment-owned entities.

“If we can turn around the GLC
ecosystem and make it well-func-
tioning, we can put the economy
back on track,” he adds.

It is noteworthy that the
Advisory Comunittee to the Finance
Minister (ACFIN), established by
Anwar in Feb 2023, has been
tasked with reviewing and ration-
alising government-owned enti-
ties' roles and functions and to
consolidate or restructure them
where appropriate,

This is one of the four areas
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While the airline finally 1Malaysia Development Bhd guaranteed profits, investment income, it showed the affordable without government Not long ago, in Aug 2021, the
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returned to profitability in 2023, 1t
remains to be seen whether the
profits will be sustained.

Overall, the net asset value
(NAV) of Khazanah's investment
portfolio has been largely declin-
ing even before the Covid-19 pan-

(IMBD) scandal involving a for-
mer prime minister who is now
behind the bars.

Putting the problems behind,
Sage 3 executive director
Ravindran Navaratnam says it
would “make sense” for the gov-

Many of the government asset
privatisations undertaken in the
1990s to individuals, whom critics
say were cronies, ended in losses
and even in huge debts.

These include Perwaja Steel and
Malaysia Airlines, just to name a

Perhaps, Anwar should relook
his instruction for GLICs to
increase their domestic invest-
ments.

The finance minister must also

intervention.

“GLCs can also be involved in
sectors or projects with long gesta-
tional period, especially those that
require heavy investments into
research and developments as
well as innovation efforts.

administration of Tan Sri
Muhyiddin Yassin launched the
Perkukuh Pelaburan Rakyat pro-
gramme, with the aim to re-state
the role and renew the capabili-
ties of Malaysian GLICs.

It is unclear how successful

demic. ernment to step in and recheck few, take into account that GLICS typi- “In addition, GLCs can partake Perkukuh has been, given that
For a fund with a NAV of the relevance of GLICS and gov- Experts say the sale of assets cally allocate the biggest chunk of in projects that are nearly com- Muhyiddin stepped down days
RMB5hil in 2023, one may argue ernment-linked (GLCs).  owned by GLCs to the private sec-  their investment assets into equi- mercially viable yet require incen-  after the launch of Perkukuh.
that Khazanah's dividend of  “Ibelieve there is a great oppor- tor will only be successful if the ties, as they are easy to monetise  tive or assistance to reach the ‘tip- Perhaps, it is high time to rein-
RMi1bil was not substantial tunity for the new role to be incor-  transactions are free from “back- and the higher return nature. ping point',” he says. troduce a new version of the
enough. pnmled into the five-year Malaysia  door deals” and cronyism. By asking the GLICs to invest Back in 2011, a ke) area of the  GLCT, or GLCT 2.0 with a long-
This raises the question of plan.” he says. From another perspective, domestically, more money will ETP was to re-define the govern-  term horizon.
the wealth vindran was one of the earll- should some of the GLICs be flow into equities. ment’s role in business. The main intention behind

fund, run by well-paid profession-
als and chaired by the prime min-
ister, has been getting optimum
returns from its investments.

In a reply to StarBizWeek,
Khazanah managing director
Datuk Amirul Feisal Wan Zahir
says the downtrend in portfolio
NAV was in line with the decline of
the FBM KLCI during the period,
affecting not just Khazanah.

“Over the past two decades,
Khazanah's portfolio NAV has
shown positive growth and a
steady increase in the overall
value of our assets.

“Khazanah's NAV grew from
RM33bil in 2004 to RMSShil in
2023, resulting in a compounded

est members of Pengurusan
Danaharta Nasional Bhd, which
was formed post-1997 Asian
Financial Crisis to remove
non-performing loans from the
financial system.

Investment strategies

The numerous issues regarding
the government’s involvement in
business, intertwined with criti-
cisms about polltlcal patronage,

merged with the mandate to
invest as passive investors, focus-
ing entirely on profits?

Also, wh} should the GLICs be
pressured to keep delivering high-
er profits but at the same, be
forced to invest in local assets that
do not promise high returns com-
pared to global assets?

In the case of the Employees
Provident Fund (EPF), about 62%
of its RM1.14 rrillion i

What good will it do to boast the
real economy? How significant is
the multiplier effect on the produc-
tive assets?

Such considerations must be

inc as the
overhauls Lhn.'amlre GLIC-GLC eco-
system.

Khazanah's Amirul Feisal
believes that domestic investments
are key to helping spur and sustain

assets, as at entl -2023, was invest-

constantly raise the same
- should the government leave
hug’ness to the private sector play-
ers?

This is a double-edged sword.
Private sector does not necessarily

ed di ally with the remain-
ing in fnrei'rn assets.

“That is where Khazanah plays a
crucial role as we strive to fulfil
our mandate to drive the nation’s

the 62% d
mvtsl:mems mmted only 47%
of EPF's total investment income.
‘With global assets contributing

fid 5

“For example, given the geopoli-
tics of today’s shifting global sup-
ply chains away from China, we

The plan to divest 33 GLCs was
announced, which involved the
paring down of the government's
stakes in five companies, listing of
seven companies and the outright
sale of 21 companies.

Ultimnately, Idris and then prime
minister Najib had wanted to
ensure greater Liquidity in the cap-
ital market.

However, until today, the exten-
sive control of GLICs in public list-
ed companies is blamed for the
weak liquidity on the stock mar-
ket

Gomez, who was formerly the
dean of the Faculty of Economics
and Administration at  the
Universiti Malaya, criticises the

GLCT 2.0 should be about signifi-
cantly reducing the govern-
ment’s presence in business.

Gomez says GLCT 2.0, if it is
undertaken, must not repeat the
higgest mistake in the 2004-2014
GLCT, which left out the unlisted
GLCs.
These include the statutory bod-
ies that are often used as “rewards™
for ruling parties’ politicians until
mé#llem argues.

allowances received by the

politicians for being the listed
GLCs, unlisted GLCs and statutory
hodies are one form of paolitical
financing.

> SEE PAGE 12
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“We need more transparency and
reforms on the unlisted companies
owned by the government, including
through the ministries.

“If we are serious about revamping
the GLC ecosystem, we must undertake
massive institutional reform for greater
check and balance, and not just a piece-
meal move like appointing a certain
individual to the board,” says Gomez,
referring to the recent appointment of
Tan Sri Abdul Rashid Hussain as LTH's
chairman,

Meanwhile, GLCT 2.0 could also look
into rewriting a new mandate for
Khazanah, requiring the sovereign
wealth fund to focus only on long-term
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Greater check and balance needed for revamp

strategic investments where private sec-
tor involvement has been weak.

Gomez says Khazanah should focus on
areas that are capital-intensive and fun-
damental for economic development.

This includes the technology and food
security sectors.

“Once GLICs are expected to be profit-
and social impact-driven, either one of
these will suffer,” he says.

Amirul Feisal notes that Khazanah's
Malaysia strategy for 2024 will focus on
four key areas, namely, connectivity,
energy transition, digitalisation and cata-
lytic or new growth areas.

“With various companies in our portfo-

lio, rather than trying to look at each
company independently, we are now
grouping the companies into clusters.

“This allows us to see how we operate
within these clusters more holistically.

“These clusters will also help us identi-
fy investment gaﬁs that Khazanah can
initiate or strengthen to bolster the over-
all domestic economy,” he says.

Beyond Khazanah, the mandate of
LTAT and LTH should also be reconsid-
ered.

Gomez suggests these two GLICs to be
merged and to function only as invest-
ment funds like the Employees Provident
Fund and Permodalan Nasional Bhd.

When asked to comment about GLC
divestments, Gomez appears pessimistic,
especially in cases where GLC assets
change hands to a non-bumiputra firm.

“Just look at the uproar caused in the
Parliament when Kuala Lumpur Kepong
Bhd (KLK) wanted to buy the stake in
Boustead Plantations Bhd,” he says.

When the RM1.15bil takeover move by
KLK collapsed, industry observers said it
was a missed opportunity for Boustead
Plantations to ride on the former’s out-
standing operations.

Regardless, one cannot deny the impor-
tance of the government reducing its
presence in the business world.
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