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TH S year, Malaysians fromall wal ks of |ife became unofficial econom sts,
di ssecting the reasons behind the decline of the Ml aysian econony,

of fering suggestions to remedy the Asian economnmic and financial malai se.

Prime Mnister Datuk Seri Dr Mahathir Mhamad | argely bl aned
unscrupul ous currency specul ators and hedge fund traders for the crisis, a
vi ew whi ch, though earlier scorned by many, is now slowy gaining
accept ance.

The crisis began with the de facto deval uati on of the Thai baht agai nst
the US dollar in July last year, which triggered a devastating dom no
ef fect across the region.

It put a stop to the charging Asian bulls, Mlaysia's included, which
have been registering enviable econonic growh in the | ast decade.

After nine years of charting an average of eight per cent grow h,

Mal aysia is expected to record a minus 6.8 per cent growh this year.

At the height of the crisis, the ringgit was deval ued by currency
traders by some 60 per cent against the US dollar, while the Kuala Lunpur
St ock Exchange lost two-thirds of its capitalisation due to capital
flight, as nervous foreign investors took their noney out of the narket.

The ringgit was fluctuating so much, between its highest |evel of RWR. 49
inJuly last year, toits lowest of RWM. 71 to the dollar on Sept 1 this
year, that the Governnent decided to peg it at RMB. 80 to USS$1.

The peggi ng enabl ed the busi ness sector to better plan their business
activities, especially those involving US dollars - which neans al nost
everyt hi ng, because business in the region and worl dwi de i s conducted
al nost exclusively in this currency.

The pegging of the ringgit was part of the capital controls introduced
in Septenmber to insulate the econony and the ringgit from external
factors.

On the demand side, private consunption or consumer spendi ng | angui shed,
as the public al nost stopped spending - except on necessary itens - for
fear of the unknown future, as the econom c sl owdown showed no sign of
recovery.

Vehicl e and property sales, often seen as a benchmark barometer of a
country's econony, declined significantly.

At the worst time of the year, sales went down by at | east 60 per cent,
wi th February recording the | owest volune of a neagre 6,872 units - the
| owest nmonthly figure in nine years.

However, the Mal aysian Mbtor Traders Association, inits |atest
statistics, noted that 19,081 vehicles were sold in Novenber, conpared to
14,232 in Cctober and 12,883 the nonth before.

Much of the inprovenent was attributed to nore rel axed hire-purchase
gui delines and |l ower interest rates, as well as the return of investor
confidence and spendi ng power as a result of neasures by the Governnent to
get the economny novi ng

As for property, to help kick-start sales of overhang or unsold property
estimated to be worth billions of ringgit, a nationwi de Home Oanership
Canpai gn was | aunched early | ast nonth.

Duri ng the one-nmont h canpai gn, incentives were given by participating
parties - incentives such as discounts fromdevel opers, the waiving of
certain fees by lawers, and a flexibility in |oan arrangenents by banks.

The nessage is that the country needs the population to spend (al beit



wi sely), because if there is no noney circulating in the system- from
buyers, to shops, to banks, back to shops, to buyers - the econony would
not be novi ng.

One of the worst casualties of the economic downturn i s business people.
Fromthe big KLSE-listed conpanies, to petty traders, everyone suffered a
Il oss in their business, with some having to fold.

This year, one |isted conpany after another reported | osses, compared to
profits the year before.

Bl ue chip conpanies with foreign operations or |oans, such as Tenaga
Nasi onal Bhd, Mal aysia Airlines and Tel ekom Mal aysi a Bhd, reported | osses
largely attributed to forex | osses resulting fromthe depreciation of the
ringgit agai nst nopst mmj or currencies.

The only ones spared the agony were oil pal mplantation conmpanies, which
wer e enj oyi ng hi gher export prices because palmoil rates were quoted in
US dol | ars.

Retrenchment becane the normthis year, as a result of conpani es havi ng
to lay off workers after facing | osses in business.

The exercise is usually acconpani ed by a gol den handshake cal |l ed t he
Vol untary Separation Schenme (VSS), a parting of the ways between a worker
and hi s enpl oyer cushioned by nonetary and non-nonetary benefits.

In essence, the enployer gives the departing worker a sum of noney
which, to a long-serving staff nenber with a m nimal nortgage and free of
children's higher education expenses, offers exciting prospects.

No final figure has yet been tabul ated for the nunber of workers
retrenched, but in July alone, a year after the Asian crisis started,

12, 330 workers were retrenched.

However, the Human Resource M nistry has given an assurance that "the
situation is under control". In Septenber, for exanple, only about 6, 000
wor kers were retrenched

Not spared either were workers of financial institutions, offered the
WS by their enpl oyers followi ng the nergers of the institutions. The
country's 39 finance conpani es are now being nerged into eight groups, to
consol idate their operations and nake them stronger to face the
|'i beralisation or the opening up of the local financial sector in 2003,
deci ded on under the World Trade Organi sation agreenent.

I ndustry sources said up to 30 per cent of the 100, 000 enpl oyees in
fi nance conpani es nati onwi de could be laid off as result of the nergers.

Judgi ng by the success stories, the WS was, to sone, a blessing in
di sgui se

A textile conmpany worker used the noney to pay off the | oans on his
house and van, and start a small but thriving food business, while a bank
wor ker used the noney to finally realise her long-held ambition to further
her studi es.

Overall, after alnmost 18 nonths, the economic situation in the country
and the worl d does not | ook about to recover any tinme soon. Still, we
count our bl essings when we conpare our situation to those of our worst-
hit nei ghbours.

These badl y- af fect ed nei gbours - | ndonesia, South Korea and Thail and -
saw their governments having to ask for aid fromthe International
Monetary Fund, as a last resort to bail out their econom es.

Seven to eight mllion people have lost their jobs in Thailand, rea
wages in I ndonesia have fallen by 40 to 60 per cent, and nore than 20,000
Sout h Kor ean conpani es cl osed shop in the first nine nonths of this year.

Sone 25 mllion have been pushed back into poverty in the region, as the
soaring prices of staple food have a di sproportionate inpact on the poor
As the World Bank points out, some countries have gone, in the space of a
few short nonths, fromrobust growmh to deep recession



In Mal aysia, we can still afford to put food on the table, spend a bit
on a holiday at a | ocal destination, celebrate the festive seasons
nmoder ately, and continue to do everything we can, in our own small way, to
hel p t he econony recover.

Mal aysi a' s economi ¢ think-tank, the Mal aysian Institute of Economic
Resear ch, has projected that the econony will register a positive 2.7 per
cent growh in the year 2000, but a nere 0.7 per cent growth in 1999.

Not particularly rosy - but at least it is on the rise.

Mul timedi a Super Corridor International Advisory Panel nenber Kenich
Ohnmae said Mal aysia needs to do a better job of communicating to the world
that its economic situation is manageable, and that the priority MSC
project is on schedul e.

Chmae, concept devel oper of the MSC, said Mal aysia nmust beef up its
public relations activities in Japan - its traditional top three trading
partner - focusing on matters not confined to the financial markets and
Dat uk Seri Anwar |brahim but including the nore positive aspects of
Mal aysi a.

"Mal aysia is doing much better than other countries hit by the crisis.
It's a manageabl e situation. Every country goes through an economc crisis
as it puts itself through the borderless world," he said.

It is this positive news that should be conveyed, he added - that
Mal aysia i s maki ng progress, despite the econom ¢ sl owdown.
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