28/ 08/ 1998
M nus 6.8pc growth in second quarter (HL)

Bai dur a Ahmad

KUALA LUMPUR, Thurs. - Lower output in all major sectors coupled with weak
consumer spendi ng have | ed to the econony shrinking by 6.8 per cent in the
second quarter of this year, froma revised first quarter contracti on of
m nus 2.8 per cent.

However, external trade surplus for the sanme period surged to a new
record of RML3.3 billion, bringingthe cunul ative surplus for the first
hal f of the year to RM22.1 billion.

The inprovenent reflected a continued strong export growt h of 39.3 per
cent agai nst margi nal inport growth of 2.5 per cent, Bank Negara assi st ant
governor Datuk Dr Zeti Akhtar Azi z said when rel easing details of second
quarter figures here today.

Zeti al so announced neasures ai med at reduci ng effective interest rates.

They i nclude | ower Bank Negara intervention |l evels in the inter-bank
noney market, | ower reserves requi renent and a new net hod of conputing
base | endi ng rates.

Prime Mnister Datuk Seri Dr Mahat hir Mohamad al so nade reference to the
figures at a neet-the-people session at Stadi um Perpaduan i n 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 Governnent's advice
inits efforts to overcone the econoni c 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 nmeasures to i nprove our econony and to a certain extent, we have
succeeded, " he said.

At a separate function earlier, Special Functions Mnister Tun Daim
Zai nuddi n sai d t he econony i s expected to recover slightly next year,
possi bly growi ng by one per cent.

"This year (G oss Donestic Product growh) is negative. Hopefully, there
will be a slight recovery next year, maybe one per cent,"” Daimsaid at the
Oxford and Canbri dge Roundt abl e di al ogue on ~The Nati onal Econonic
Recovery Pl an of Ml aysia.'

Meanwhi | 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 billionin 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 RMBOO million and above, totalling RW5.3 billion, up RVMB.4 billion or
11 per cent, fromRMB5.9 billion recorded during the sanme period | ast
year.

Bank Negara al so announced several new nmeasures inits nmonetary policy.
Wthinmredi ate effect, the central bank has reduced its interventionrate
for the three-nmonth Kual a Lunpur Interbank Offered Rate to 9.5 per cent
from 10 per cent.

Ef fective Tuesday, the Statutory Reserves Requirenment of commerci al
banks, finance conpani es and nmerchant banks wi |l be reduced to six per
cent fromthe current eight per cent.

This will release RMB billion into the interbank market.

On the sanme day, the base lending rate framework will be revised to
allowfor afaster transm ssi on of changes in nonetary policy on interest



rates | evel.

The cal cul ati on of the BLRw || be based on Bank Negara's three-nonth
intervention rate instead of the Klibor.

Zeti said the administrative margins of financial institutions that are
all owed 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-nmonth wei ghted average Kl i bor rate of the
previous month plus a flat adm nistrative margi n of 2.5 percentage points.
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