27 AUG 1998
2ND QTR GDP-M NUS 6.8 PCT
M SI AN ECONOW DECLI NES 6.8 PCT I N 2ND QIR

KUALA LUMPUR, Aug 27 (Bernama) -- Ml aysia's Goss Domestic Product
(CGDP) growth declined by 6.8 percent in the second quarter of this year
froma revised first quarter figure of mnus 2.8 percent, Bank Negara
Mal aysi a (BNM said today.

In rel easing detailed figures on the performance of the Ml aysi an
econony, the central bank said there was a nmarked decline of 22 percent in
the growmt h of the construction sector, a 9.6 percent dip in agriculture and
a 9.2 percent fall in manufacturing during the period under review, and al
this led to a further contraction of the econony.

Earlier during a neet-the-people session in Kuching, Prinme Mnister
Datuk Seri Dr Mahat hir Mhanmad reveal ed that the country's second quarter
GDP had declined by about 7.0 percent.

Bank Negara said the first quarter GDP was earlier estimted at m nus
1.8 percent but was revised to - 2.8 percent as the inpact of regiona
financial devel opnents on the econony was nore significant than earlier
anti ci pat ed.

The central bank said inflation continued to rise with the Consuner
Price Index (CPl) rising faster by 5.7 percent from4.3 percent as the
pass-t hrough effect fromthe weaker ringgit on inport prices continued to
be felt on donmestic prices.

Net international reserves held by the central bank rose by RwW13
mllion to RVb8.2 billion at end-June, an anount sufficient to finance 3.6
nonths of retained inports. The US dollar equival ent was US$20.5 billion at
the end of the period under review

As at Aug 15, 1998, the net international reserves stood at RMb7.8
billion or US$20.2 billion

Money supply or M3 decelerated further to 5.9 percent in July this year
or RVR billion conpared with 7.3 percent decline or RML82 million in June,
reflecting the contraction in overall economc activity.

Bank Negara also said its three-nmonth intervention rate would be
reduced to 9.5 percent with imedi ate effect from 10 percent while the
Statutory Reserves Ratio (SRR) of commercial banks, finance conpani es and
mer chant banks woul d be further reduced to 6.0 percent effective Sept 1
1998 from 8.0 percent currently.

As part of efforts to support the econony, the intervention rate and
SRR cut would ease liquidity in the banking system making avail able nore
| oans to borrowers at cheaper rates.

Bank Negara al so said the maxi mum Base Lendi ng Rate (BLR) of the
commer ci al banks and finance conpanies is expected to to noderate to 10. 34
percent and 12. 36 percent respectively.

This, coupled with a revision in the fornula to conpute the BLR would
enable lending rates to be |lowered al nost i medi ately foll owi ng the
reduction in the intervention rate and SRR

The net Non-Perform ng Loans (NPL) ratio of the banking systemrose to
8.9 percent at end-June from 7.0 percent at end-March while the
ri sk-weighted capital ratio rose to 11.2 percent at end-June from11.1
percent.

Bank Negara said the ratio of the gross NPL to total |oans for
conmmer ci al banks, finance conpani es and nerchant banks rose to 10.9
percent, 17.3 percent and 13.2 percent respectively at end-June from
end- March levels of 7.7 percent, 14.1 percent and 7.9 percent respectively.



The bul k of the increase in NPL was due to the higher incidence of NPLs
on loans granted to the broad property sector and share financing, which
t oget her accounted for nore than half (54 percent) of the total increase in
NPLs.

In the light of the weaker-than expected outturn in the first two
quarters, Bank Negara said the latest official estimtes of a decline of
1.0 to 2.0 percent in the overall GDP growth for 1998 as a whol e (announced
in July) would need to be revi ewed.

However, barring any other adverse devel opnments in the regional and
i ndustrial countries, the contraction in donmestic output is expected to
noderate as the year progressed, it added.

Economic activity, in particular, should pick up as the effects of the
fiscal stimulus package, |ower interest rates and other policy neasures to
pronmote recovery and the initiatives to strengthen the banki ng system
filters through the econony.

"Activity should therefore show a slight inprovenent, particularly in
the fourth quarter,” Bank Negara said, adding that the revival in growth
could be nore significant if the expected recovery in the gl oba
el ectronics industry materialised by end-1998.

The nation's external debt outstanding in ringgit terns increased by
RML5.4 billion to RML70.2 billion due mainly to the reval uation | oss
arising fromthe depreciation of the ringgit.

The federal governnent's fiscal position worsened with the current
account surplus narrowing to RV billion while the overall account surplus
reverted to a snmall deficit of RM383 mllion due to a 12.3 percent decline
in revenue collection and nore expansi onary operations.

Its total debt rose by 3.6 percent fromthe end-March level to RwW1
billion at end-June 1998 with donmestic debt rising marginally by 0.8
percent to RM/7.3 billion followi ng the net issue of Ml aysian Gover nment
Securities (MsS).

External debt rose by RV2.6 billion to RML3.7 billion at end-June,
reflecting both net inflows of external borrowi ng and a net exchange
reval uation loss arising fromthe ringgit's weakeni ng. - - BERNAVA
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