NOTES

1. Accounting Policies

The quarterly financial statements have been prepared based on accounting policies and methods of computation consistent with those adopted in the 1998 Annual Report.

2. Exceptional Items

There were no exceptional items for the current financial year to date.

3. Extraordinary Items

There were no extraordinary items for the current financial year to date.

4. Taxation

The amount of taxation for the quarter ended 30 September 1999 did not include any deferred tax and/or adjustment for under or over provision in respect of prior years.

5. Pre-Acquisition Profits

There were no pre-acquisition profits for the current financial year to date.

6. Profits on Sale of Investments and/or Properties

There are no properties owned by the Group as at 30 September 1999.  No unquoted investments have been disposed off as at 30 September 1999.

7.
Quoted Securities 

(a)

Period 



1.1.1999 to 30.9.1999



RM’000

Total purchases 
34,809


______________


Total disposals
33,915



____________


Total profit on disposal
3,001



____________

(b)


 As at 



30.9.1999



RM’000


Total investment at cost
20,697




_____________


Total investment at carrying value/book value


(after provision for diminution in value)
18,697



_____________


Total investment at market value at end


of reporting period
18,428



_____________

8.
Changes in the Composition of the Company

a) On 21 September 1999, the company acquired a 100% interest in Kenanga Venture Capital Sdn Bhd.

b) On 5 October 1999, K & N Kenanga Bhd acquired a 95% interest in Kenanga Unit Trust Sdn Bhd.

c) There were no other changes in the composition of the company for the current financial year to date.

9.
Corporate Proposals Announced

a) On 9 September 1999, the Company proposed to undertake a proposed bonus issue of up to 165,000,000 new ordinary shares of RM1.00 each to be credited as fully paid on the basis of one (1) new share for every two (2) existing shares held.  The proposed bonus issue is subject to the approvals of the following:

i) The Securities Commission (“SC”);

ii) The Ministry of Finance, for a waiver from the restrictions under Section 365 of the Companies Act, 1965 relating to bonus issues;

iii) The Kuala Lumpur Stock Exchange (“KLSE”), for the additional listing of and quotation for the new shares of K & N Kenanga Holdings Berhad to be issued pursuant to the Proposed Bonus Issue; and

iv) Shareholders of K & N Kenanga Holdings Berhad at an Extraordinary General Meeting to be convened.

An application in relation to the proposed bonus issue is expected to be submitted to the SC by mid November 1999.  Malaysian International Merchant Bankers Berhad has been appointed as Adviser in respect of the said proposal.  

b)
On 4 December 1998, the company’s wholly owned subsidiary, Kenanga Management & Services Sdn Bhd (“KMS”) entered into a Sale and Purchase Agreement to acquire the Pernas International building from Pernas International Holdings Berhad.  On 14 October 1999, the Foreign Investment Committee approved the acquisition of the Pernas International building.  This acquisition was completed on 29 October 1999.  Pursuant to the acquisition, the authorised and issued and paid-up share capital of KMS will be increased to RM50,000,000 and RM30,000,000 respectively.

10.
Seasonal or Cyclical Factors

The Group’s performance is dependent on KLSE market volume which in turn is affected by market sentiment.  The quarter’s profit after taxation to 30 September 1999 showed a significant increase due to the increased market volume on the KLSE experienced from May 1999 to early August 1999.  

11.
Debt and Equity Securities

There were no issues and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial year to date except for the issue of 1,667,000 ordinary shares of RM1 each, pursuant to K & N Kenanga Holdings Berhad Employees’ Share Option Scheme, for cash as at 30 September 1999 at the option price of RM1.82.  Cash proceeds arising from the exercise of options during the financial period to 30 September 1999 amounted to RM3,033,940.

12.
Group Borrowings
Total Loans



RM’000
Subordinated loan
1,350



=======

A subordinated loan amounting to RM5,000,000 was extended in December 1995 by the shareholders of its subsidiary, Kenanga Deutsche Futures Sdn Bhd to the subsidiary.  The amount of RM1,350,000 represents the portion advanced by Deutsche Securities Australia Limited.  The loan is unsecured, interest free and is repayable, subject to the approvals from the Kuala Lumpur Options and Financial Futures Exchange Berhad (“KLOFFE”) and The Commodity and Monetary Exchange of Malaysia (“COMMEX”), upon maturity which is scheduled in August 2002.

13.
Contingent Liabilities

There were no contingent liabilities at the date of this report.

14.
Off Balance Sheet Financial Instruments

There were no off balance sheet transactions which are not accounted for at the date of this report.

15.
Material Litigation

There are no material litigation at the date of this report.

16.
Segmental Reporting 
Segmental information is not provided as the activities of the Group comprise principally of stockbroking and related financial services in Malaysia.

17.
Material Change in Quarterly Profit Before Taxation

For the quarter ended 30 September 1999, the Group turnover increased by 282% to RM42.4 million from RM11.1 million for the corresponding period.  The increase was mainly due to the surge in market volume experienced on the KLSE from May 1999 to early August 1999 during which unprecedented volumes of more than 1 billion units were traded on the KLSE for a few days.

This resulted in an increase in profit before taxation for the quarter ended 30 September 1999 of 322% to RM29.1 million from RM6.9 million for the corresponding period.  However, interest income reduced by 27% from RM7.8 million to RM4.9 million due to a significant decline in deposit interest rates from an average of 5.5% to 3%.  

18.
Review of Operating Performance 

In the opinion of the Directors, no item, transaction or event of a material and unusual nature has arisen which would affect substantially the results of the operations of the Group and of the Company for the period from 30 September 1999 to the date of this announcement.

19.
Current Year Prospects

Increasing confidence in measures taken by the Government to revive the economy and the low interest rate environment attracted investors back to the stock market in the second and third quarters of 1999.  However, volumes have reduced significantly in September 1999 with the KLCI index hovering at between 670 to 750 to date.

It appears that the volume for the fourth quarter will not be significant due to there not being a post budget rally.  Furthermore, Malaysia’s re-entry into the Morgan Stanley International Inc. (“MSCI”) index has been delayed to May 2000.  In view of this, market volume for the last quarter does not look promising.  

20.
Dividend

No interim dividend has been recommended by the Board of Directors.

21.
Year 2000 (Y2K) Readiness

The Group’s Y2K Committee has been spearheading the implementation and monitoring of the various measures in place to ensure full Year 2000 compliance of all systems which are particularly critical to the stockbroking and futures broking subsidiaries.

The Year 2000 compliance of the front office trading and clearing systems have been confirmed, as at 2 August 1999, by KLSE for the Exchange, Clearing House (“SCANS”), Malaysian Central Depository as well as its group of companies.

In respect of KLOFFE, COMMEX and Malaysian Derivatives Clearing House, joint integration tests were conducted in April 1999 on all systems and the results were found to be Year 2000 ready.

The back office systems of the stockbroking and futures broking subsidiaries have also been tested and confirmed to be Year 2000 ready.

The relevant ancillary third party systems used by the stockbroking and futures broking subsidiaries have been tested and confirmed to be Year 2000 ready by the relevant vendors. 

22.
Comparative Figures

Comparative figures have been included to facilitate comparisons of the quarterly results even though this is the first quarter that results are required to be announced.

By Order of the Board

K & N KENANGA HOLDINGS BERHAD

TENGKU DATO’ PADUKA NOOR ZAKIAH 

  BTE TENGKU ISMAIL

Chairman/Managing Director
c.c. 
Issues & Investment Division

Securities Commission


(Mr Siow Kim Lun, Director)
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