08/ 02/ 1997

Moody' s gives Malaysia Al rating for sound econony

KUALA LUMPUR, Fri. - A United States rating agency has, in its 1996 annua
report, given Malaysia an Al rating for the country's sound economi c
fundanental s and rapid growm h over the past few years.

Moody' s sovereign risk analysts in a statenent faxed to the New Straits
Ti mes today said Mal aysia has benefited fromits prudent nonetary and
fiscal policies, strong export prospects, a "very high" savings rate, |ow
inflation, arelatively |lowlevel of external debt and a relatively stable
political environment.

The anal ysts said structural changes taking place in the econony shoul d
i nprove its gl obal conmpetitiveness.

Mbody's, which is one of the world's npbst respected rating agenci es,
sai d Mal aysia was al so taking steps to develop its |abour, technical and
scientific resources to conpete in world markets.

They also cited Vision 2020, an initiative to transformthe country into
a "first world" nation.

They however warned that failure to inprove skills would result in
Mal aysia | osing investnments to countries with | ower wages or higher skil
| evel s.

"This drive to first world status is being aided by the deepening and
diversification of Malaysia's industrial base, the result of the
i nvestnent cycle driving the current account deficit.

"In future, this will also generate higher export receipts," the
anal ysts sai d.

The anal ysts al so observed that these changes were occurring agai nst the
backdrop of a noderate external debt burden.

Mal aysia's foreign currency debt/exports ratio (31.8 per cent in 1995,
estimated at 31.4 per cent in 1996 and forecast to be 29.5 per cent this
year) and its debt service ratio (6.1 per cent in 1995, estimted at 5.3
per cent in 1996 and forecast to be 5.1 per cent this year) are "very | ow
by world standards.

The anal ysts expect these figures to remai n nodest on the back of
conti nued export growt h.

"Foreign direct investment will continue to play a major role in funding
the gap between donestic savings and i nvestnent but we do not expect an
i ncreasing recourse to debt financing."

Moody' s said political stability was illustrated by the April 1995
general elections which saw a sweeping victory for the Barisan Nasi ona
and Prime Mnister Datuk Seri Dr Mhathir Mhanmad

"I'n addition, we believe that the generational change in | eadership that
will eventually occur in Ml aysia should be orderly,"” the anal ysts said.
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