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M nus 6.8pc grow h in second quarter (HL)

Bai dura Ahmad

KUALA LUMPUR, Thurs. - Lower output in all major sectors coupled w th weak
consumer spending have led to the econony shrinking by 6.8 per cent in the
second quarter of this year, froma revised first quarter contraction of

m nus 2.8 per cent.

However, external trade surplus for the sane period surged to a new
record of RML3.3 billion, bringing the cumul ative surplus for the first
hal f of the year to RM2.1 billion.

The i nprovenent reflected a continued strong export growth of 39.3 per
cent against marginal inport growmh of 2.5 per cent, Bank Negara assi stant
governor Datuk Dr Zeti Akhtar Aziz said when rel easing details of second
quarter figures here today.

Zeti al so announced neasures ained at reducing effective interest rates.

They include | ower Bank Negara intervention |levels in the inter-bank
noney market, |ower reserves requirenent and a new nethod of conputing
base | endi ng rates.

Prime M nister Datuk Seri Dr Mahathir Mhamad al so made reference to the
figures at a neet-the-people session at Stadi um Perpaduan in Kuchi ng,

Sar awak.

He urged Mal aysi ans to be aware of the consequences should the GDP
continue to drop further, and i medi ately abi de by the Government's advice
inits efforts to overcone the econom ¢ probl ens.

"W cannot wait until we have no noney to buy essential goods |ike what
has happened i n sone devel opi ng countries. W have so far been able to
pl an neasures to i nprove our econony and to a certain extent, we have
succeeded, " he sai d.

At a separate function earlier, Special Functions Mnister Tun Daim
Zai nuddi n said the econony is expected to recover slightly next year,
possi bly growi ng by one per cent.

"This year (Gross Donestic Product growth) is negative. Hopefully, there
will be a slight recovery next year, maybe one per cent," Daimsaid at the
Oxford and Canbri dge Roundtabl e di al ogue on ~The Nati onal Econom c
Recovery Pl an of Mal aysi a.'

Meanwhi |l e, in Sungai Petani, Kedah, International Trade and I ndustry
M ni ster Datuk Seri Rafidah Aziz said her mnistry had approved 471
manuf acturing projects worth RML5.15 billion in the first seven nonths of
this year, of which 214 projects involved foreign investments worth RVb. 76
billion.

For the first six nonths this year, 32 industries reported sal es val ue
of RM60O0 million and above, totalling RM5.3 billion, up RW.4 billion or
11 per cent, fromRVB5.9 billion recorded during the sanme period | ast
year.

Bank Negara al so announced several new nmeasures in its nonetary policy.
Wth i medi ate effect, the central bank has reduced its intervention rate
for the three-nonth Kual a Lumpur Interbank Offered Rate to 9.5 per cent
from10 per cent.

Ef fective Tuesday, the Statutory Reserves Requirenent of conmerci al
banks, finance conpani es and nerchant banks will be reduced to six per
cent fromthe current ei ght per cent.

This will release RMB billion into the interbank market.

On the sane day, the base lending rate franework will be revised to
allow for a faster transni ssion of changes in nonetary policy on interest



rates level.

The calculation of the BLR will be based on Bank Negara's three-nonth
intervention rate instead of the Klibor.

Zeti said the adnministrative margins of financial institutions that are
allowed in the BLR conputation will be reduced to 2.25 percentage points
from2.50 percentage points.

Under the existing framework, banking institutions are allowed to quote
a maxi mum BLR based on the three-nonth wei ghted average Klibor rate of the
previous month plus a flat administrative margin of 2.5 percentage points.
* REALI STI C FI GURE, SAY ECONOM STS: P22

( END)



	Minus 6.8pc growth in second quarter (HL) (NST 28/08/1998)

