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Themarket
capitalisation of
the bondmarket
has surged from
€97million
in 1999 to
€742million
in 2009.

A
s many columnists
are looking back at
the events that
marked the past 10
years, today’s article
aims to highlight the

keydevelopments that tookplace in
Malta’s capital market during this
period.
Withmanypeoplefocusingonthe

potential IT pitfalls of Y2K and the
changeover to the year 2000, the
Borżawas thenexperiencing its first
bullmarketat theturnofthecentury.
During the final quarter of 1999, the
local equity market rallied by an
extraordinary 73.2 per cent as
investorsrushedtoacquireshares in
thehandfulofMaltese listedequities
following the publication of the
White Paper on Privatisation. The
euphoric mood among investors
continuedintotheNewYearof2000
with the Index climbing a further
15.5percent inthefirst threemonths
of the newmillenniumafter having
peakedat4,013.371pointson24Jan-
uary2000.
In subsequentmonths, this surge

on the local Borża began to subside
withtheIndexeasinggradually.The
rateofdeclinegatheredmomentum
in 2001 as theMSEShare Indexwas
experiencing its first bear market.
This also coincidedwith the end of
the dot.combubble across interna-
tional financialmarketsas investors
pulled out of new internet-based
companies that were pinning their
hopes on unrealistic assumptions.
Insteadtheyshiftedtheirattentionto
companies that generated actual
revenueandprofitability.
Locally, the new tax on local col-

lective investment schemes
announced in the 2001 Budget
Speech also negatively impacted
investor sentiment. Furthermore
later during the year, stockmarkets
took fright following the terrorist
attacks on the Twin Towers of Sep-
tember11,2001.Thebearmarketon
the local Borza lasted for two years
andninemonthsuntil theIndexbot-
tomedonOctober30,2002ata level
of 1,747.522 points, representing a
staggering56.5percentdeclinefrom
peak to trough.
At the timewhen themarketwas

hoveringaroundits lowandinvestor
sentiment was weak, a new equity
was listedfollowingtheIPOofMalta
International Airport plc. In July
2002 the government ofMalta had
disposedofa40percentsharehold-
ing in MIA to the Malta Mediter-
ranean Link Consortium led by
ViennaInternationalAirportandthe
Canadian company SNC-Lavalin,
and shortly afterwards in October
2002, the government sold a further
20 per cent shareholding to the
investing public through an offer of
shares at a price of €1.70 (Lm0.73).
Although investment appetite for
sharesonthesecondarymarketwas
weak, therewasastrongresponseby
thepublictothisofferwithover4,700
investors submitting an application
for a stake in theairport operator.

By2002, thetotalnumberofequi-
tieshadincreasedto14followingthe
newIPOsofPlazaCentresplc, Inter-
national Hotel Investments plc,
DatatrakHoldings plc, GlobalCapi-
tal plc andFimBankplc in 2000 and
2001.With no new equity offerings
for a three-yearperioduntil the sec-
ondMIAofferingbythegovernment
inOctober 2005, the focus turned to
secondary market activity. A
renewedairofoptimismwasevident
helping the local equity market to
commenceanewcycle.Followinga
13.6percentrise in2003,bullishsen-
timent among local investors gath-
eredmomentum.
The equitymarket recorded a 44

percentgainin2004.Asthetwolarge
banks began reporting highly
improvedprofitability levelsanddiv-
idend payments increased, share
prices continued to rise and this
acceleratedinthesecondhalfof2005
andthe firstquarterof2006with the
MSE Share Index staging another
strong upturn on very high levels of
tradingactivity.
This euphoria among local

investors followed from the success
of thesecondofferingbythegovern-
ment of MIA shares where the
Vienna Airport’s subsidiary, VIE
(Malta) Ltd, successfully tendered
for a 10 per cent stake in the airport
operator at a premium to the gov-
ernment’s fixedofferingprice to the
publicof €3.261 (Lm1.40).
The surge in trading volumes on

thesecondarymarketwasalso insti-
gated by the handsome dividend
payments and corporate actions
(sharesplitsandbonusshare issues)
by the two major banks. From a
quarterlyaverageofcirca€20million
worth of trades, this increased to
€43.6million inQ42005andsurged
further to €92.9 million in the first
threemonths of 2006 as themarket
peakedat6,641.873pointsonMarch
28, 2006. Although trading activity
remained robust during the second
quarterof2006(€56million), thebull
market came to an end as the Index
declinedby 16.6 per cent in the sec-
ondquarterof 2006.

The equity market had risen to
unsustainable levels during the first
quarterof2006.Asthemarketbegan
to correct, the sale of government’s
majority shareholding inMaltacom
plc (nowGoplc) to Emirates Inter-
nationalTelecommunicationsMalta
Ltdatasteepdiscount to themarket
price was another blow to investor
sentiment. However, despite the
renewed downturn in the equity
market,anewwaveofequity listings
came to themarket starting off with
Medserv plc in October 2006
followedbyGrandHarbourMarina
plc and 6pm Holdings plc in 2007
andCrimsonwingplc,MaltaPostplc
andRS2Softwareplc in2008.
Althoughall issueswerefully-sub-

scribed (in particular the IPOof the
postal operator was very heavily
over-subscribed), theequitymarket
continued todrift on lowervolumes
of daily trading activity. During the
second quarter of 2008, only €12.3
million worth of trades had taken
place and this declined further to
€9.7 million during the following
quarter.ThebankruptcyofLehman
Brothers inSeptember2008brought
further misery to the markets and
unprecedented turmoil led tomas-
sivegovernment intervention in the
global financial system in theworst
economic crisis since the Great
Depressionof the1930s.
Asglobalequitymarketswent into

a tailspin, the negative impact on
local investor sentiment was evi-
dencedwithtradingvolumesdeclin-
ing to just under €6million during
the finalquarterof2008andthe first
quarter of 2009. This low level of
market activity continued and the
Index touched a low of 2,636.388
pointsonApril13,2009.Incidentally,
thedeclinefromtheprevioushighin
March 2006was similar to the first
bearmarket at just over 60per cent.
However the duration ofMalta’s

second bear market was longer at
justover threeyears.Sincethelowin
April 2009, the local equitymarket
hasso far recoveredby31.3percent
toendtheyearat3,460.553pointson
the back of encouraging recoveries

byBoV,GoandHSBC following the
strong financial performance and
dividend payment by BoV for the
year endedSeptember30, 2009.
Theequity listingof IslandHotels

GroupHoldingsplc inOctober2009
brought the total number of listed
equities to20.Althoughthenumber
of equities listed on the Borza has
seen a considerable improvement
over thepast decade, thenumber is
still far too low. Too many private
companies have shied away from
goingpublic todate.
On the other hand, the rate of

growth inthenumberofcompanies
listing corporate bonds has been
more encouraging. The corporate
bondmarketwas in its infancyat the
start of thedecadewith just five list-
ingsat theendof1999.However, this
has grown to 39 with a strong
increase inthepast threeyears.2009
can be regarded as the year of the
corporatebondmarketwitharecord
numberofbondsbeing launched.
Through the 10 corporate bond

issues in the past 12months, a total
of €295millionwas raised by com-
panies on the primarymarket. This
momentum looks set to continue
into2010as interest ratesarewidely
anticipated to remain at historically
low levels throughout the year. The
market capitalisation of the bond
market has surged from€97million
in1999 to€742million in2009.
Following the encouraging num-

ber of new equity and bond listings
sinceOctober 2006,market partici-
pants and investors alike are now
looking forward to another impor-
tantandlong-overduedevelopment
in the evolution of theBorża to take
place–amarketmaking facility that
will make it easier and quicker for
investors to dispose of investments
when they need to raise some cash
ortoacquire investmentswhenthey
have toomuchcash lying idle. Indi-
cationsare thatsuchadevelopment
is possible in thenear term. If this is
so, one should expect dailymarket
activity to start rising again in 2010
from the very low levels recorded in
2009.

AdecadeofinvestingontheBorża


