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Affifudin: Ml aysian econony likely to show sone recovery by year-end

Francis C. Nantha

THE Mal aysi an econony is expected to show sone recovery towards the end of
this year as a result of the latest fiscal stimulus package announced by
Deputy Prine Mnister Datuk Seri Anwar |brahimlast week.

"I ndi cati ons show that there m ght be sone positive change by the end of
the year. W may see sone |ight at the end of the tunnel,” Deputy Finance
M ni ster Datuk Dr Affifuddin Orar said in Kuala Lunpur yesterday.

"The Governnent has done as nuch as it can to create the conditions
conduci ve for econom c recovery," he said when opening the 13th Nationa
Econoni ¢ Briefing organi sed by the Mal aysian Institute of Economc
Resear ch.

"I'n fact, the Governnent has already initiated a nunber of noves to
overcome the problens, both in the i nmediate and I ong term

"These include the creation of the asset nanagenent conpany, the
|l owering of the statutory reserve requirenments for conmercial banks and
the additional Suppl enentary Budget announced by the M nister of Finance
recently to stinulate the econony this year and in 1999.

"However, this does not nean the reactivation of nega projects that have
been put on hold. Priority will be for projects that can generate denand
for donestic goods and services."

Later, Affifuddin said that such neasures could work only if all the
proj ects approved for devel opment are actually inplenmented by the agencies
concer ned.

"Formerly they used to take their tine. Now, the agencies must ensure
the projects are done i medi ately."

Asked if additional measures may be needed should the econony fail to
recover, Affifuddin said: "OfF course there may be other neasures, but we
have yet to see the inpact of measures already instituted."

Respondi ng to comrents nade by Prine Mnister Datuk Seri Dr Mahathir
Mohamad i n the Dewan Rakyat on Monday, Affifuddin said there is no policy
contradi cti on between the Government's fiscal stimulus and sinmultaneous
spendi ng cuts.

He said the fiscal stinulus refers to capital investnents, which
i ncludes off-Budget itens |like the RVb billion infrastructure fund,
wher eas spending cuts is strictly in reference to public spending
all ocated in the annual Budget.

On interest rates, Affifuddin said: "If the Prime Mnister is satisfied
with the interest rates, it is very good ... for the private sector.

"Appropriate interest rates would help the private sector to revitalise
t hensel ves. Bank Negara caps spreads at four per cent above base | ending
rate and nost banks are now capping it at two per cent.

"W hope the BLR can al so be | owered by increasing efficiency of the
banks, especially since the SRR has been cut further to eight per cent.

"We are taking a strategy different frompure capitalistic strategies in
whi ch the private sector is expected to survive on its own. W are trying
to help the private sector as the Prine Mnister has advocated."”

On the Special Purpose Vehicle announced by Anwar | ast week to conduct
an estinmated RML6 billion recapitalisation of donestic banks, Affifuddin
said it is still at a conceptual stage.

He said the SPV establishment may not need new | egislation to be tabled,
as had been necessary to facilitate the setting up of asset managenent
conmpany Pengurusan Danaharta Nasi onal Bhd.



Shoul d new | egi sl ati on be needed, he said the draft Bill would only be
tabled in the next Parliamentary session in Cctober.

Asked about the 2.9 per cent contraction projected by Mer for the
nation's econony this year, he said there may be sone differences in the
assunptions nade in the projections.

"The Governnent al so gets forecasts made in the Bank Negara and Treasury
reports. What is good about these different assunptions is that we have a
range. The three reports have to be | ooked at thoroughly and we will have
a nore realistic picture

"W do not dispute the differences between the figures churned out by
Governnment agencies and M er. Each | ooks fromdifferent angles and takes
di fferent assunptions.

"Econonmics i s not an exact science and i s based on assunptions.”

Asked about the econom c performance during the second quarter of this
year, Affifuddin said the report woul d be nade public next nonth.

In the first quarter, the nation's econony contracted 1.8 per cent.
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