27 AUG 1998
Mahat hi r - econony
M SI AN ECONOMY CONTRACTED BY 7 PERCENT | N SECOND QUARTER

KUCHI NG Aug 27 (Bernama) -- Mal aysia's econony declined by seven
percent in the second quarter from-1.8 percent in the first quarter, Datuk
Seri Mahathir Mhamad sai d today.

The Prime Mnister said the country nmust make preparations fromnow to
avoid a catastrophe fromwhich it would be nost difficult to recover.

"If it declines further, we will feel the effects, just as we would
feel relieved when the econony grows,"” he said at a neet-the-people
gat heri ng here.

He said the governnent had worked out plans to revive the econony and
t hey had shown some results.

In many other countries which were attacked by currency specul ators,
banks and industries, including giants such as Hyundai of South Korea, had
been forced to cl ose, causing people to |lose their jobs.

"It has not happened to us yet but has already affected our nei ghbours
where sone 24 nmillion people are out of jobs ... their banks and conpanies
have gone bankrupt and the people have lost their sources of incone and are
unabl e to buy even necessities," he said.

"We cannot wait until we are in such a plight. W have to act now and
wor k out strategies, for what has happened to our nei ghbours can al so
happen to us."

Dr Mahathir said that sone Sarawaki ans nust have seen the condition the
peopl e in the neighbouring country were living in due to the economc
crisis, having to dispose of their possessions to buy food.

However, Dr Mahathir said that there were still many people in the
country who have not yet understood the problemfaced by the country as
they had not felt the actual inpact of the economic crisis.

He said that the governnent's plan to revive the econony had shown sone
results because the country had not bowed to the International Mnetary
Fund (1 MF) as expected by the foreign nedia.

"They stated that we will eventually bowto the IM-, but no...we
conti nue to nanage our econony our own way," he said.

Dr Mahathir said that the country would try to revive banks and
conpani es which could help reactivate the nation's econony.

Dr Mahathir, who arrived here this nmorning for a two-day working visit

to Sarawak, said that the governnent would still repay |loans granted to the
country even at a higher interest rate due to the country's |lower credit
rating.

Sonme 7,000 Sarawaki ans were at the Stadi um Perpaduan in Petra Jaya to
hear Dr Mahathir speak on the economic problem faced by the country.
Sarawak is the last state he is visiting in his series of visits to explain
the current economc downturn to the people follow ng specul ative attacks
on the Ringgit.

Al so present were Datin Seri Dr Siti Hasmah Mohamed Ali, fornmer Deputy
Prinme Mnister Tun CGhafar Baba and Chief Mnister Tan Sri Abdul Taib
Mahmud.

Dr Mahathir said that the country's Gross Donestic Product (GDP)
declined to the US$40 billion | evel conpared to US$100 billion before the
onset of the economc crisis in July last year

He said that per capita incone also declined from US$5, 000 to US$2, 000
now.

"Even though the rogue specul ators only get between US$5 billion and



US$10 billion, we lost US$60 billion just like that," he said.

He said that the stock market was al so not spared, resulting in many
conpani es becom ng bankrupts.

Dr Mahathir said that Ml aysia was attacked by the rogue specul ators
because the country, together with Thail and, |ndonesia and South Korea, was
rich, making the country attractive as a target.

"What they see is that Malaysia is rich enough to be robbed...you don't
rob poor countries...that is why poor countries are not attacked and their
currenci es not deval ued," he said.

The prime mnister said that the regional econom c probl emeventually
af fected the giant conpanies in devel oped countries |like aircraft maker
Boei ng because the inpoverished Asian countries were either not buying new
aircraft or trying to sell off the aircraft they had bought.

In jest, he said that Boeing m ght one day have to hold a cheap sale.

Dr Mahathir said that he was grateful to the people for giving their
full support to the governnent.

He reiterated that they shoul d exercise prudent spending and to buy
| ess inported goods.

He al so expressed his appreciation to the workers in the country for
not resorting to rash actions |like holding strikes which could obstruct the
process of econom c recovery.
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