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Bui | di ng today for tonorrow

MR M CHEL Candessus' remarks about how well Ml aysia is managing its
success is certainly music to our ears. The International Mnetary Fund
(I MF) managi ng director singled out Malaysia' s amazi ng success in his
address to the Wrld Affairs Council in Los Angeles. It was not reported
by any of the major foreign news agenci es that keep a Ml aysi an presence,
probabl y because that is not what they assume people want to hear about
Mal aysia. |If Candessus had instead criticised the way the Ml aysi an
Governnent or central bank is running the econony, then there would
probably be sone nention about this in their reports.

The | MF boss said Malaysia is a good exanple of a country where the
authorities are well aware of the challenges of nmanagi ng the pressures
that result fromhigh growh and in maintaining a sound financial system
am d substantial capital flows and a boom ng property nmarket. Over the
| ast year, he said, output growth has npderated to a nore sustainable
rate, and inflation has remained | ow. The current account deficit, which
is primarily the result of strong investnent spendi ng, has narrowed
substantially. The increase in the fiscal surplus targeted for this year
is expected to make an inportant contribution toward consolidating these
achi evenents. Candessus said the Mal aysi an authorities have al so
enphasi sed mai nt ai ni ng hi gh standards of bank soundness. Non-perform ng
|l oan ratios of financial institutions have fallen markedly in recent
years, risk-weighted capital ratios are above Basl e reconmendati ons, and
steps were taken to restrain |l ending for the property and stock markets.
In an effort to increase the flow of conprehensive, up-to-date and
reliable information to markets, Ml aysia was also anong the first to
subscribe to the | M s Special Data Di ssem nation Standard." Candessus
al so quoted Bank Negara governor Tan Sri Ahmad Don as saying "Despite this
positive outlook, there is no roomfor conplacency. Gven rapidly changing
mar ket conditions, there is a need to remain vigilant". This, the | M boss
said, is the type of attitude which fully justifies the confidence of the
markets in the positive prospects of countries persevering in such
endeavours.

The Worl d Bank and various reports on conpetitiveness, trade and
devel oprment by internationally-recognised institutions have in the past
sprinkl ed prai ses upon Mal aysi a's acconplishnments and how t hey were
achi eved. Candessus' remarks are tinely, though, in view of the new wave
of negative reports being filed alnost daily on Malaysia's future
foll owi ng sone currency and property shocks that hit sonme countries in the
regi on. When the Bank Negara representatives net with officials fromthe
financial institutions |ast week, the news that got around was alarm st in
nature and designed to cause panic in the markets. Earlier, when the
central bank announced new | endi ng gui delines affecting the property
sector, share prices tunbled and the central bank was pronptly blanmed for
failing to anticipate the response by the players in the market.

It will be too nmuch, of course, to expect the critics to suddenly
appreci ate how Bank Negara and the other rel evant authorities have been
runni ng the show just because the | M- has said sone nice things about what
t hey have been doing so far to help sustain the country's growh and
prosperity. In the spirit of Bank Negara governor's phil osophy, it would
be ill-advised for the central bank and the rel evant authorities to start
letting their guards down just because Candessus has said they had been



making all the right noves. The market will still behave as it always did
and the analysts will continue to find what is wong in every right
situation. The key is to continue making the rights noves and proving the
detractors wong. Ml aysia's success story is just reaching its first
decade. Just as the fundanentals for today's strong economy were built
yesterday, today's policy nmakers have to build themright for tonorrow s
prosperity. As Prinme M nister Datuk Seri Dr Mahathir Mhamad was sayi ng,
Mal aysia's success lies in policies enunciated today that are good not
only for today or tonmorrow but for decades.
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