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Mal aysi a- Rati ngs
RATI NGS BY I NT' L AGENCI ES ON M SI A OFF THE MARK, SAY ECONOM STS

KUALA LUMPUR, Aug 6 (Bernama) -- More | ocal economi sts and anal ysts are
criticising international rating agencies for their poor ratings on
Mal aysi a, saying that they failed to consider the country's econom ¢
potential plus w de-rangi ng neasures the governnent has taken to revive it.

They say there has been no serious deterioration in either Ml aysia or
the governnment's debt-servicing ability and that the sound managenent of
the econony previously has placed Malaysia in a better position to face the
econom ¢ sl owdown conpared with other regional econom es.

"It's a matter of tine before all these nmeasures, including those under
t he Nati onal Econom c Recovery Plan, begin to bear fruit and investors,
particul arly those who are sophisticated, would return sooner than later,"
said the corporate advisor of the Sungei WAy Group of Conpani es and fornmer
banker Tan Sri Ranbn Navarat nam here today.

Conmmenting on the rating agency Thonson Bankwatch's downgrade of
Mal aysia's sovereign risk rating to BBB fromA- today and Mody's and
Standard and Poor's credit downrating of the country | ast week and in
poi nting out their inaccuracies, Navaratnamsaid ratings by those agencies
showed their inherent contradiction in the anal yses.

"I think the rating downgradi ngs are too nuch. These agencies are
downgradi ng us by three notches at one go," said Universiti Sains
Mal aysia's (USM Associ ate Professor of Finance Dr Subranani amPill ay.

He said a downgrade on Mal aysia night be appropriate if it was only by
one-notch, but if it was nore than one notch "then it is not justified."

Arab- Mal aysi an Securities Sdn Bhd executive director Mistafa Mhamad
Nor was of the view that international rating agencies should give a | onger
peri od of observation and not nmerely assessing the so-called "well-known
facts of the economy."”

"They shoul d not assess the current situation but should highlight nost
of the efforts taken by countries affected by the turnoil. The measures
woul d not yield inmediate results but in about six to 12 nonths,"” he said.

The president of the Ml aysi an Econoni c Association, Dr R
Thill ai nat han, said recently that international rating agencies were either
over-cautious or had becone too slavish to the dictates of every tw st and
turn in the market place

"There has been no serious deterioration in either Mlaysia or the
governnent's debt-servicing ability," he told a presentation for sonme 50
econom sts on Monday.

This was even after taking into account the country's increased
external borrowi ng requirenents, he said.

Meanwhil e, Prinme M nister Datuk Seri Dr Mahat hir Mohanmad today
criticised international credit rating agencies for underm ning Mal aysia's
econony by downgradi ng the country's credit standing.

Navaratnam in sharing the prinme mnister's view, said that
international credit rating agencies were |ike bad econoni sts who said
contradicting things in the sane breath.

"They see the need to downgrade Ml aysia but on the other, they say
Mal aysi a has a good track record.

"If these rating agencies are seen to be followi ng the herd instinct
rather than leading, then it is time for the rating agencies thenselves to
be assessed," he said.

Citing recent suggestions in Japan, Navaratnam sai d the Japanese wanted



to formtheir own assessnents of the agenci es.

"The recent Japanese initiatives to rate the quality of Wstern rating
agencies is a good nmove and shoul d be backed by ot her Asian economies,” he
sai d.

“In time, hopefully, we will not have to depend on Western rating
agenci es alone that may well be inter-locked with Western mnul tinationa
agenci es and have vested interests or hidden agendas," he said.

He felt that those agenci es woul d soon be recognising the need to
differentiate Mal aysia fromnmany ot her countries in the region.

Asked about his own assessnent of Mal aysia, he said: "I believe that
those investors who have been in Ml aysia and those who are consi dering
investing in Malaysia will soon realise that they'd better come in fast to
re-invest in Malaysia or they nmay 'mss the boat'."

Subramani am | abel | ed the rati ng downgrade on Ml aysia as an
"over-reaction", not unlike their previous "over-optimstic" outlook on the
country before the financial turmoil erupted

"They did not downgrade us early enough, (so) now they have to
conpensate it (by downgradi ng Mal aysia significantly). They are just being
over-pessimstic...l don't think there is any conspiracy involved here," he
sai d.

He said that even though the Ml aysi an econony was nuch weaker at
present, the actual situation was not really as bad as portrayed by those
rati ng agenci es.

"Qur government had faced budget surpluses for the past few years...we
al so made no foreign borrowi ngs recently," he said.

In addition, Subranmani amsaid sonme sectors of the econony were actually
doing well despite the current economc crisis, such as plantations,
export-oriented manufacturing and multi-national corporations.

Must af a, nmeanwhil e, said the negative assesnment nmay upset the
confi dence-boosti ng nmeasures adopted by these countries in trying to
restore their ailing econom es.

"The international rating agenci es should not provide opportunities for
currency traders, for exanple, to nake use of the opportunity to nake noney
and worsen t he econony.

"What they should do is to stay out but come back to assess in six to
12 nonths and eval uate the steps and neasures taken by the government,
whether it is inproving the econony (or not)," he said.

Thi | | ai nat han neverthel ess said there were good reasons for a
downgrade, but not one from A+ to BBB between nmd 1997 and now when
referring to Mbody's and Standard and Poor's credit downrating of Mal aysia
| ast week.

He believed that Mody's and S&' s downgrades were di ctated by the poor
perception of Malaysia's long-termfundanmentals on their part.

During the entire currency and econom ¢ crisis which began since July
1997, these agenci es had been slavishly revising their ratings to keep up
with market sentinent.

They had becone too dependent or obedient to the narket, he said.

"I'f these agencies try to keep up with markets even during the phases
when they are overshooting, w thout paying adequate attention to underlying
fundanentals, then one is led to conclude that either the agencies are
bei ng over-catious or otherw se they have becone slavish to the dictates of
every twist and turn in the nmarket place," he said.

The Far Eastern Economic Review, in a recent editorial, commented that
the National Economc Action Council's recovery plan did not entirely |ack
virtue al though the ratings downgrade had made it all the nore difficult to
realise the recovery.

"True, we woul d have |liked to have seen further |iberalisation, such as



rai sing the 30 per cent foreign ownership cap on | ocal banks. But we were
pl easantly surprised by the decision to relax the 30 per cent m ninmm
Bum putera equity rule governing |isted conmpanies,” it said.

The editorial said it wondered if the anmbival ence with which sone had
greeted the recovery plan was conpletely justified or was it a case of
pessim smfoll ow ng pessimsm
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