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Car industry revvs up for recovery

CAR sal es figures for the past three nonths have been very encouragi ng.
According to the Mal aysi an Mot or Traders Associ ati on (MMIA), sal es pi cked
up from212,270 units in June to 13,797 units in July and 15,432 units in
August. Wth capital controls and the ensui ng expectati ons of a downtrend
ininterest rates, sales of cars in Mal aysi a for Septenber are expected to
be a |l ot higher. Although the figures are nowhere near the sal es nmade a
year or so ago, they are a nmassive inprovenent fromwhat they were early
this year or late | ast year. The i ndustry now believes that it night be
able to sell just under half the 400,000 units sold in 1997.

This is not just good news for the econony, it is also inmportant news.
The Mal aysi an car industry may be small conpared with Sout h Korea or
Japan, but it supports thousands of jobs, which could be | ost due to the
Asian crisis. In fact, the eight non-national car plants in the country
had to shed 40 per cent of their jobs between Decenber |ast year (9,738
wor kers) and May this year (6,034). The national car industry, conprising
Perusahaan O onobi| Nasi onal (Proton) and Perusahaan O onpbil Kedua
(Perodua) have created a nmarket for engineers, technicians and ot her bl ue-
col l ar workers and has brought the country to a |l evel of industrialisation
fewdared to visualise |l ess than two decades ago. Wthin the Associ ati on
of Sout h- East Asi an Nations, Ml aysia is the undi sputed | eadi ng car
exporter. On the world stage, Proton has won nany awar ds of excel |l ence and
has made inroads into markets in every continent. Proton al so nade
headl i nes with the acquisition of Lotus andits English facility. The
Asian crisis then brought everything to a crashing halt for the nationa
car compani es as well as the foreign ones. Proton had to scrap its Proton
City project and Perodua's plans to i ncrease the output of its hugely-
successful Kancil had to be shel ved.

Now t hi ngs are beginning to | ook up earlier than expected. Edaran
O onpbi | Nasi onal Bhd announced that it had sold 7,472 Proton cars in
August, just about 5,000 units short of the sales in August 1997. This was
t he best performance of the year for the national car distributor
representing a 19.07 per cent increase over its July sales of 6,261 units
(July 1997: 11,524 units) and June's 4,338 units (June 1997: 10, 221
units). Perodua's sales were still m xed, though. Sales for June were
3,732 units of the Kancil and 191 units of the Rusa van, 3,244 Kancil and
172 Rusa in July and for August it was 3,404 Kancil and 287 Rusa. Wth
| ower interest rates foll owi ng capital control neasures and the
Government' s determ nation to ease credit and other restrictions to doing
busi ness, anal ysts are counting on a significant increase for the rest of
the year.

Wiy the growi ng sal es figures are i nportant and why Prinme Mnister,

Dat uk Seri Dr Mahat hir Mohamad cited themto illustrate the econony's
recovery, is easy to see. In a recession or downturn, consuners wl|l
reduce the amount spent on | uxuries and non-essentials. Brand new cars are
definitely not essential to nmany; during the m d-1980s recession, nore
peopl e bought used cars. W are seeing a return of this phenonenon now;
EON subsi diary Motor Ria Sdn Bhd, which specialises in selling used
Protons, said yesterday that it had recei ved booki ngs for nore than 1, 400
used and refurbi shed Proton cars worth some RVA5 million. But at the sane
time, the nunber of people buying newcars is also onthe rise. Sinple
logicwill translate this into a growi ng confidence in consuners. |f they



t hi nk the econony is going to worsen and affect their own spending
capacity, new cars would be the [ast thing on their m nds.

Thi ngs can definitely continue to inprove. If reports on the |ikelihood
of inmport duties on cars being reduced under the 1999 Budget - to be
presented by Dr Mahathir as the First Finance M nister - are true, the
i ndustry can nmai ntain current car prices. Car parts and accessories are
nore pricey now because of the foreign exchange rate. However, the fixed
ringgit exchange rate has hel ped ensure that they do not becone any
dearer. Wth nore nmeasures by the Governnment and nore agressive selling by
the car conpanies, the jury that is out on whether the industry is revving
up for sustained recovery will, no doubt, be convinced.
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