24/ 05/ 1997
Trade surplus no accident, says PM (HL)

Har dev Kaur in London

LONDON, Fri: The trade surplus that Ml aysia registered during the first
quarter of this year was not an "accident" but was "carefully managed" by
the Governnent, Prine Mnister Datuk Seri Dr Mahathir Mhamad says.

Asked to explain how the CGovernment "nmanaged" the | arge surplus, he said
the private sector has been instructed not to inport unnecessary itens.

Citing an exanpl e, he said earth-noving equi pnrent can be reconditioned
and used instead of inporting new ones. There are a | arge nunber of used
earth-nmovers |ying around which are still good and can be reconditioned
for use, thus reducing the need to i mport such equi prent.

I n addition, people have been instructed to try and export ClF and
i mport FOB rather than the current practice of selling FOB and inporting
CIF, which results in outflow of funds.

Mal aysi a recorded a trade surplus of RML. 751 billion for March this year
for the highest nonthly trade surplus gain since 1980. It was 375 per cent
hi gher than the surplus of RM368.5 nillion for February. In January, there
was a deficit of RMLO02.9 million.

In an effort to reduce the country's trade deficit, the Governnment is
al so encouragi ng exports including of the Perodua, the second nati onal
car, in addition to Proton and ot her manufactured itens.

According to the Statistics Departnent, the trade surplus for the
January- March period was RM2.02 billion, conpared with a deficit of
RML. 357 billion in the first quarter of 1996. The departnent attri buted
the surplus to the double effects of higher exports, which increased by
RML.6 billion or 3.5 per cent to RW8.96 billion and | ower inports, which
dropped RML. 7 billion or 3.5 per cent to RMA6.94 billion.

The trade figures were rel eased by the departnent |ast Friday. Sone
anal ysts, reacting to the better-than-expected figures, had attributed the
surplus to the ringgit's appreciati on agai nst the yen in March. The
Mal aysi an currency's year-on-year gain against the yen was 16 per cent.

Dr Mahathir admtted that the currency factor, and especially the
strengthening of the ringgit vis-a-vis the yen, had had a positive effect
on Mal aysia's trade bal ance but that was not the only reason for the
strong surpl us.

He pointed out that previously the ringgit had al so appreci ated agai nst
the yen but it did not have such an inpact on Ml aysia's trade bal ance.

Asked about the suggestion that reverse investnents, and Ml aysi an
vent ures overseas, could further aggravate Mal aysia's current account
situation, the Prine Mnister said, "yes and no".

He expl ained that not all the financing for investnents overseas is
sourced fromw thin Ml aysia. Sone funds are raised in the host countries
and sone fromthe International O fshore Financial Centre in Labuan. These
funds do not flow out of the country and thus do not inpact on the
country's current account.

In any case, these investnments help to open up new markets for Ml aysi an
goods and services as well as strengthen existing nmarkets.

Citing Japan as an exanple, Dr Mahat hir said Japanese investnments in
Mal aysi a have not only hel ped increase the demand for Japanese goods in
Mal aysi a but al so increased bilateral trade trenmendously.

From a surplus trade position with Japan, Ml aysia now records a huge
bilateral deficit as a result of the |l arger and hi gher val ue-added
i mports.



Meanwhi l e, at a neeting with Ml aysian students at the University of
Warwi ck yesterday, Dr Mahathir said one of the greatest achi evenents of
the country was its ability to nanage and grow, nmuch to the surprise of
the prophets of doomwho offered all kinds of advice "gratis"”.

Many of these "prophets” had said that the country, with its rapid
devel opnent, was overheating and that growth should be slowed "to coo
it".

Dr Mahathir said Malaysia rejects this theory and continues to go for
hi gh growt h but has kept a close watch on inflation.

Am d | aughter fromthe students, Dr Mahathir said the engine of a car
overheats only if the cooling systemis not good. Thus to say that
recession is inevitable is not true as the econony can be managed as
Mal aysi a has proven, by even posting a sharp junp in trade surplus in the
first three nonths of this year

Today Malaysia is cash rich, he told the students, and the country is
manuf acturi ng many products for export. For a small country with a
popul ation of 20 million, it is the 17th largest trader in the world.

Advi sing the students that they should have a sense of pride in their
work, Dr Mahathir said: "One nust aimto be the best in whatever one
does... we want to be devel oped and want to have pride in our own
achi evenents. "

"Mal aysi a needs only an economic growmh rate of 7 per cent annually to
achi eve the target of becoming an industrialised nation by the year 2020.
This means we need only to inprove by 0.3 per cent fromthe rate we
achi eved 20 years ago with only rubber and tin," he said.

Today, 80 per cent of Malaysia's total earnings conmes from exports of
manuf act ured goods. Total exports have reached US$80 billion (US$1 =
RM2. 50) annually while total trade ambunts to US$170 billion.
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