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Mal aysi an econony nost stable in Asia

THE Mal aysi an econony is nowthe nost stable in Asia. Its currency i s no
| onger exposed to extreme volatility, the stock market rai ders have been
shut out, business has pi cked up, and the fundanental s have renai ned
strong, Prime Mnister Datuk Seri Dr Mahat hir Mohamad says.

Addr essi ng a group of Japanese i nvestors in Kual a Lunpur yesterday, Dr
Mahat hi r sai d: "W have put in place stabilising policies and a regul atory
infrastructure so that our econony will not be buffeted by destabilising
activities of currency traders and stock market raiders".

"Now, traders and i nvestors can do business with greater certainty," he
sai d when openi ng a Japanese Departnent Stores Associ ation (JDSA)
convention.

The Prine Mnister, who is also First Finance Mnister, said for this
reason the fixed ringgit/US dollar exchange rate of 3.80 will be
mai nt ai ned so | ong as the country renai ns conpetitive.

Top corporate | eaders and executives representi ng 137 Japanese
departnment stores are attendi ng t he convention. JDSA conpani es i nvest ed
US$37 million (US$1 = RMB. 80) outside Japan | ast year.

Dr Mahat hir said the new exchange rate regi me neans t hat i nvestors and
busi nessnen can safely budget and price their products wi thout running the
ri sk of having themupset by sudden and extrenme currency fluctuations, and
as aresult continue to achieve good profits.

Si nce the enforcenent of exchange controls on Septenber 1, busi ness has
pi cked up noticeably and the | ower interest rates and better hire purchase
terms have stimul ated retail businesses and other activities, he said.

"Cheaper cost of nmoney will hel p restore the purchasi ng power of the
people and this is bound to help the retail trade to recover," he added

In addition, since Mal aysia has a trade surplus, there is nore than
adequat e forei gn exchange within the country to pay for inports and to
service foreign debts

"There will be no restriction on such foreign currency novenents. You
will be able to repatriate your profits in foreign currencies," he said.

Wil e Mal aysia still enphasi ses capital inflows, the Government nekes a
di stinction between short-terminvestnents in the stock market and those
in productive capacities such as manufacturing.

"Stock market investments are mainly for capital gains and capital gains
are not taxed. Besides, they can easily destroy the econony by (suddenly)
pul ling them out.

"This i s what has happened... about RM500 billion or US$150 billion in
mar ket capitalisation was |ost," he said.

The Prime M nister said Ml aysi a wel cones |ong-termforeign direct
i nvest nent i n manufacturing and ot her sectors, preferably intechnol ogy-
and capital-intensive industries.

"We can assure foreign investors that they will gain much by investing
in Mal aysia," he said.

Thr ough such i nvest nents, Ml aysi a has becone a nore affl uent society
wi t h hi gh- purchasi ng power, naking it a good nmarket for foreign goods.

"Al t hough we are now forced to pronote nade-in- Ml aysia products, the
popul arity of foreign goods is still very strong," Dr Mahathir said,
addi ng that the Governnent has renpved nost of inport taxes to pronote
Mal aysi a as a shoppi ng destination for foreign tourists.

He sai d Japanese departnent stores, |like other foreign operations in



Mal aysi a, have contributed t owards upgradi ng the quality of the retail
busi ness and the overal nodernisation of the country.

Apart fromproviding jobs, these stores al so source their supplies
I ocal ly.

Bei ng of high quality and yet conpetitively priced, these Ml aysi an
products coul d be sourced by JDSA nmenbers for their stores worl dwi de, Dr
Mahat hi r sai d.

The Prine Mnister noted that of the US$37 million that JDSA conpani es
i nvested | ast year, 24 per cent, or US$9 nmillion, cane to Ml aysi a.

"This is remarkable... coming fromthe four stores i n Mal aysi a, out of
sone 85 nenber stores all over the world.

"These four stores generated US$105 million in sal es revenue or 3.4 per
cent of total overseas sal es revenue of the association nmenbers around t he
worl d," he said.

Inthe first seven nonths of this year, Malaysia's trade with Japan, its
second | argest tradi ng partner after the US, totall ed US$11.49 billion.
Last year, bilateral trade amounted to US$27.25 billion, up 2 per cent
from1996. The trade bal ance was i n favour of Japan for both peri ods.
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