02/ 05/ 1998
Mal aysi an economy nust go for a checkmate i n sl owdown

Tan Sri Ranmpn Navar at nam
ITis becoming too quiet for confort. The currency attacks have abated for
Now.

According to the | M-, we have seen the worst and we will take a few
years to recover fully. The Mal aysi an econony appears to have reached a
stal emat e.

However, it is not all dull news.

I will highlight a fewbright spots in the gloomand then indi cate what
can be done to break the present stal emate and junp start the econony
towards nore rapid recovery.

Bri ght Spots

Firstly, the Newlnternational Financial Architecture nooted by the | M~
at the &2 neeting of Finance M nisters in Washington on April 16 is a
maj or breakthrough and a victory for Ml aysi a.

It will berecalledthat the USinitially rejected the idea of nonetary
reformat the last Wrld Bank-1 M- neeting in Hong Kong | ast year.

But, they have now seen the |ight and have junped on t he bandwagon of
growi ng i nternational consensus that was boldly initiated by our Prinme
M ni ster Datuk Seri Dr Mahat hir Mohanmad and fol | owed t hrough effectively
by our Deputy Prinme Mnister Datuk Seri Anwar | brahim

It's going to be exciting to watch what newinternational financial
supervi sory mechani sns actual ly unfold in the nonths ahead, and to see if
there are going to be doubl e standards.

Secondly, the big donmestic bright spot inthe econony is the gratifying
i mprovenent in Balance of Trade which gained a surplus of RVb.1 billionin
the first two nonths this year.

The trade surpl uses have been growi ng due to better export performance
and a sl owdown in our inports. This is mainly due to the decline in the
exchange rate in the ringgit whi ch makes our exports cheaper and our
i mports nore expensive in foreign currencies. This favourabl e trend nust
conti nue.

It will be recalled that the weak Bal ance of Paynents was t he one maj or
weak economni ¢ fundanental that attracted t he vici ous attacks of currency
specul ators and mani pulators in July | ast year.

Now t hat t he Bal ance of Paynments is i nproving we should strive hard to
bui I d up our Forei gn Exchange Reserves. The present reserves are
sufficient to sustain about 3-4 nonths worth of retained inports. This is
not adequate to di scourage currency specul ators fromfurther attacks on
our ringgit.

What we need to do is build our foreign exchange reserves to at | east
six nonths worth of retained inports.

It is, therefore, regrettable to | earn that Bank Negara | ost RMLO. 9
billion in foreign exchange in defending the ringgit in the [ast six
nmont hs. This wi pes out the hard-earned gains of RMb.1 billion in January
and February this year.

We need to give greater priority to longer-termreforns in our economic
and financial structures.

Bank Negara currency interventions are only short-term measures that
cannot be sustained, as the | oss of so many billions of ringgit has proven
ti me and again.

It is this kind of short-termecononic response that does not inspire
confidence in our capacity to nanage effectively on a sustained basis.



Junmp Start Measures

Here | want to outline sone short-termand urgent nmeasures that could
hel p buil d the confidence necessary to junp start a faster pace in our
economni ¢ recovery as foll ows:

* Speed up the nmergers of the commercial banks, stockbroking and
i nsurance conpani es, to ensure a much stronger financial system to
provide a stronger base for econom c recovery.

We shoul d not be too soft in pushing the pace of nmergers. W have to
think of the majority interests. The RHB Bank-Si me Bank merger is
t her ef ore encour agi ng.

The non-performng | oan ratio of 8.3 per cent coul d grow and we need
stronger asset back-up if nore conpani es go under.

It is good that Datuk Seri Anwar has said that public funds will not be
used to rescue sinking conpanies. But it is hoped that badly run state-
owned comnpani es will not be injected with public funds either.

These st at e-owned conpani es shoul d be made nore busi ness-1i ke, market-
oriented, and owned and nanaged by genui ne entrepreneurs fromthe donestic
and even foreign sectors for efficient managenent.

* Secondly, despite what the IMF with its standard-type prescriptions
has to say, we nust do what is best for our own econoni c environnent.

I nterest rates have been hi gh | ong enough. W nust gradual ly rel ax and
| ower the lending rates especially for the industries that earn foreign
exchange or those industries that do not utilise nmuch forei gn exchange.

Manuf acturing, | ow cost housing, tourismand essential infrastructure
proj ects are areas where selectively | ower interest rates can hel p sustain
faster econonic recovery, increase enpl oynent and yet strengthen the
econom c recovery.

Anot her RML billion for affordable housing is great - but | hope the
scheme will be properly inplenented.

* The declining rate of economic growth has to be countered.

O herwi se we can slide with further sl omdown and even a recessi on. Now
that the econony is nore stable, we could provide nore finance for the
strategi c "hal f conpl et ed devel opnent projects”.

If local funds are difficult to cone by, let us wel cone foreign
i nvestment i n these projects, wthout being unduly concerned wi th domestic
ownership - at least for the tine being.

Then we will see business activities and confidence recover
substantially. W need nore long termforeign capital - fast.

* W have to beconme nore proactive, pre-enptive and | ess reactive in our
econom ¢ managenent in order to build confidence.

Open burning has been ranpant in our country for so | ong. But we put the
bl ame on ot hers when we were living in glass houses and shoul d not have
thrown stones. Now, suddenly, we are reacting by taking tough policy
deci si ons.

The present water crisis was anticipated | ong ago. How can a tropica
country bl essed with abundant rainfall, have to ration water?

Again we blame EI N no for some of our own weaknesses. Then, what about
t he sewer age probl ens we face with | ndah Water Konsortium and the serious
probl ens of garbage collection! There is grow ng disillusionment anong our
peopl e!

W al so better nmake sure charity begins at hone and that we will have
abundant water supplies, before we undertake prom ses to supply water to
Si ngapor e.

| amsure we can achi eve both objectives easily if we treat water as an
essential commodity and a potentially vital export. If necessary, |et us
i nvite Singapore capital to be invested in our water resources for mutua
gain - if we can't do it oursel ves!



There is a significant nunber of Ml aysi ans who feel sad and "sakit
hati' that our country - which is so blessed with its rich and beauti ful
natural resources, our exciting multi-cultural society, and freedomfrom
natural calamties - should have to go through such difficult tines

Qur peopl e sigh - Poor Ml aysi a! Kesi an Ml aysi a!

* The NEAC has achi eved nuch in having held over 150 neetings with a
wi de cross-section of our society, to obtain their views on howto inprove
t he econony.

There must have been many worthy proposals to expedite our economc
recovery. But, so far, the NEAC has not cone out with an overall package
as our panacea for our soci o-econom c probl ens.

I would therefore, urge the NEACto introduce its Policy Package as soon
as possible to enhance confidence and to break the stalenmate, to speed up
our econom ¢ recovery. W need to nove fast or we will decline further

I nvestors Confidence

It is omnous that the claimby our DPMthat "the worst is over for
Mal aysi a' s economi ¢ troubl es" had a cool reception in New York.

The chai rman of Mbrgan Stanl ey Asset Managenment, Barton Bi ggs, responded
that our DPM s assurance was "very interesting”. To nme his response was
deadpan and sonewhat di sm ssive especially when he added that "he will go
back and think about it"!

Ri chard Price of College Retirenment Equities Fund said: "You are only
human. You ness up, you hit a rough spot you pull together and you cone
out of it".

He said he got out because of the drop in share prices, water problens,
haze and difficulties in fundi ng worki ng capital.

So, all these nmean that these huge fund managers are still not confident
in Malaysia's capacity to recover soon

If we take nore than a year to recover, even some of our better
conpanies will begin to slide and approach collapse. This will be
unt enabl e.

I s Government Listening?

The public have expressed thensel ves in so many ways time and agai n on
what t hey think shoul d be done to hasten our economi c recovery.

The questions arise as to why not enough i s being done and whet her the
authorities are adequately listening to the people?

It will be areal pity if the powers-that-be become nore preoccupied
with their own interests and give less priority to the genuine concerns
and the i deas and aspirations of the rakyat and their crying needs.

What many of us write about hopefully gives the authorities the honest
feedback that is essential for any governnent to use to govern effectively
for the benefit of the society.

I have received several letters fromthe public on nmy nonthly col um.
They assure ne that | ambasically on the right track

| woul d wel cone nmore coments and criticismto ensure that ny articles
accurately articulate the aspirations of all sections of our Ml aysian
soci ety.

Concl usi on

Unl ess we i ntroduce some of these and ot her neasures with priority and
urgency, we may attain a stalemate i n our econonic recovery instead of a
checkmate to our sl owdown and even to a possi bl e recessi on! W nust
recover fast.

( END)
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