07/ 10/ 1997

Take stock of tinmes and npve on

A MONTH S trade statistics does not nake a year's, but there is sonething
to be said about the trade surplus in August. For one, it canme after two
mont hs of huge deficits in the country's bal ance of trade, which had
pronpted many critics to start saying their prayers aloud for the future
of this country. The surplus, which was registered on the back of the

| argest single-nmonth export ever recorded by the Departnment of Statistics,
also came in a nmonth that the ringgit was on a seem ngly unstoppabl e
slide, a devel opnent that had nany traders and busi nessnen cowering in
fear and the critics calling for resignations of | eaders and prine

m ni sters.

For the record, the August surplus is not the first or the | argest
surplus this year. In March, the country's bal ance of trade was in the
black by RML.7 billion, and there were surpluses in January, February, and
May as well. There was still a deficit of RM.5 billion for the period
January- August, but the prospects for the whole year are surely | ooking
better now. For this the August surplus is significant. It can be taken to
suggest that the ringgit's depreciation - the currency has | ost sone 30
per cent of its value since July - can still bring sonme macro-economnc
benefits. The country needs only to aggressively reduce unnecessary
imports for the remaining nonths of the year to ensure that 1997 will end
better than expected.

But there lies the nore tricky part of the bargain. To reduce inports
will require some strict discipline fromconsuners and busi nesses. W have
heard repeated calls for Ml aysians to reduce inports of unnecessary and
luxury itens, especially when |ocal substitutes are readily avail abl e.

Al though it nmakes sense to do just that, purchasing power conbined with

af fl uence have not has ensured that there is always soneone with an
appetite for inports. Even under such "tough" times as we now find
ourselves in, not by choice but by circunmstances, Ml aysians continue to

i mport. The August inport bill, at RML8.3 billion, was still on the high
side. Perhaps Deputy Prime Mnister and Fi nance M nister Datuk Seri Anwar

| brahim s budget this nonth will hel p change some people”"s mnds. It would
have been better, nevertheless, if they had taken their own initiative to
reduce inports.

Geat initiatives will be needed to ensure that Malaysia and its
i ndustries continue to rermain conpetitive in these "tough" tines. To
regi ster record volunme of exports because of the depreciated ringgit is
really nothing to shout about. Mal aysian conpani es shoul d ai m at
increasing the value of its exports by creating greater demand i n overseas
mar kets. This can be done only if our goods and products are conpetitive;
that neans, they are priced right for the high quality they provide.
Utimtely, this is what will pull the country through. The reasoning is
sinple: the ringgit is not the only currency that has lost its value in
this region. The baht, the peso, the rupiah and, to sone extent, the won
have al so seen depreciations in the last couple of nonths. In terns of
price, therefore, any advantage Ml aysia gains fromthe depreciation of
the ringgit will be matched, if not surpassed, by exporters fromthese
countri es.

This points to the call nmade by Prinme Mnister Datuk Seri Dr Mahathir
Mohamad for Mal aysians to remain disciplined and to keep the faith under
this trying period. Say what they want, the armchair critics and the



econom sts are not people who would like to see Mal aysi ans and their
nation defy the odds and weather the stormthat is wecking their years of
efforts. But prevail we nust, for Ml aysia's success, whether we like it
or not, will determ ne the success of many other devel opi ng countries
facing the sanme predi canment, now or in the future. Ml aysia should | ook at
the August surplus for inspiration, not as a sign that things will right
thensel ves automatically. There will be no miracles if anyone expects one

to happen. What Mal aysi an busi nesses need to do imediately is to
take stock and find neans to utilise the advantage they have now over the
same goods and products they conpete with internationally. Oher than
that, we will have to boost productivity and ensure that we do not
under m ne our own chances. Self-confidence has | ong gone fromnmany pl ayers
in the stock market and those whose wel fare depend on the ringgit not
depreciating further. W cannot afford to | ose anynore of that.
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