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growth and a turbulent take-off for STA. BY VIVIEN SHIAO

he collapse of Pan-Elec-

tric Industries is argu-

ably one of the most

important events in the

history of the Singa-
pore stock market.

The revelation of distressed funda-
mentals at Pan-El led to a runaway
chain of worthless forward contracts
that hit every broker in town, spark-
ing fears that the stockbroking
industry would be wiped out. Regu-
lators in Singapore and Malaysia
took the unprecedented step of shut-
ting down their stock markets as
they tried to figure out how to contain
the damage.

In Singapore, the major banks
created an emergency fund to help
support the brokers. Regulators over-
hauled the securities industry,
giving the Monetary Authority of
Singapore greater supervisory pow-
ers over the stock exchange and
creating the Securities Industry Act.
Pan-El as a stock may be no more,
but the legacy of its infamous demise
lies at the core of Singapore’s market
structure today.

Pan-El did not collapse in a vacu-
um. Its downfall came amid Singa-
pore’s first post-independence reces-
sion, an economic shock for a nation

that had enjoyed 20 years of growth.

Top policymakers would later
describe the 1985 recession as
“self-inflicted, pointing to large wage
increases that had been recom-
mended by the National Wages
Council in the early 1980s. Those
wage hikes were aimed at uplifting
Singapore’s economy toward high-
er-skilled work, but may have dealt a
blow to the country’s competitive-
ness instead, the arguments went.

It was little surprise that Singapore
Airlines’ widely anticipated initial
public offering that year quickly
met with turbulence upon listing.

The glamour stock put up a disap-
pointing maiden performance and
ended the day with the dubious hon-
our of being the first newcomer in
years to open trading below its issue
price. It was the only company to be
admitted to the Stock Exchange of
Singapore that year.
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1985: Stock exchange
standstill and recession

Singapore stocks face one of their toughest years with the Pan-El crisis, negative

Empty trading terminals after the Singapore stock market was shut down

DECEMBER 2, 1985

SES suspends all
share trading

IN AN UNPRECEDENTED move
to buy time and prevent a possi-
ble collapse of the stock market
arising from the Pan-Electric Indus-
tries fiasco, the Stock Exchange
of Singapore (SES) has suspended
all trading from today until
further notice.

SES chairman Mr Ong Tjin An
said yesterday the decision is “to
cool off the market and for people
to digest the situation”. The move
follows the decision by Pan-El’s
creditor banks on Saturday to place
the company under receivership.
Pan-El is reported to owe 30 banks
more than $350 million.

The suspension was a foregone
conclusion as industry observers
predicted that at least half a
dozen stockbroking firms would
be badly hit if trading were to
continue. A chain effect would be
set in motion with overlapping
commitments among broking firms,

NOVEMBER 28, 1985

GDP fell by 3.5pc
in third quarter

financial institutions, fund invest-
ment trusts and all who have
substantial equity investments.

Mr Ong said if trading were not
suspended, he feared “the share
market might fall and that’s what
we're trying to prevent”.

In the first of two brief state-
ments, the SES did not say when
the suspension will be lifted but
Mr Ong added that it could last
“for a few days.” In the meantime,
delivery and payment in respect
of previous contracts entered into
by SES member firms with clients
will continue.

The SES had contacted its coun-
terpart in Kuala Lumpur to take
similar action. The KLSE is widely
expected to agree to a suspension
but it may be for only one week to
accommodate the listing of Malay-
sian Airline System shares on Dec 9.
At press time last night, there was
no official statement from the KLSE.

DECEMBER 19, 1985

SIA shares make debut
below issue price
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