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Recession puts resilience of rakyat to stern test

Must apha Kami |
MALAYSI A accepted the reality of recession calmy |last week, with the only
apparent anxiety being the search for a recovery path.

Internally, while the 6.8 per cent contraction in the economny for the
second quarter of 1998 is rather shocking, it was al nost anticipated with
the unfol ding of events, both domestic and gl obal, since July 1997.

Mal aysi ans can, however, take confort in the know edge that recovery
efforts have been undertaken not since |ast Friday when the contraction
figures were announced, but even as events took place in 1997 itself.

Thus, Mal aysi ans nmust al so know that the ticket to put their country on
an early flight out of troubled tines is alnbst secured, with the only
remai ni ng uncertainty, perhaps, resting on factors beyond the nation's
control

Mal aysi ans nust realise that the i ssue nowis no | onger whether the
econony will go into a recession but rather howresilient they should be
inthe difficult times ahead.

Wil e criss-crossing the country to neet the people, Prime Mnister
Dat uk Seri Dr Mahat hir Mhanmad's nessage has been to urge themto preserve
what i s perhaps Mal aysia's foundation for required resilience -
mai nt enance of peace and stability even in this difficult period.

The figures indicating the first recession in 13 years are indeed
unpl easant, what with across-the-board declines noted in the econony, |ed
by a 22 per cent contraction in the construction sector.

Denmand remai ns weak as the depressed equity market and reduced spending
power attached to the declining ringgit have all led to consunmers to hold
tight to every sen.

As inflation was sonehow put under control, there were worries of
deflation threatening to grind econonmic activities to a halt.

The ever-vital banking sector was naturally exposed to increased risks,
with | evel s of non-perform ng | oans increasing, resulting in the
tightening of liquidity in the systemand the eventual weakening in
capi tal

On the social front, unenpl oyment figures have escal ated as enpl oyers
ei ther enbarked on cost-cutting measures or just stopped doi ng business
al t oget her.

But in spite of the spate of negative news | ast week, Ml aysians took
this intheir stride, thus indicating that the platformfor recovery
needed by the Governnent is already in place.

From a regi onal perspective, Ml aysia entered recession froma
relatively higher |evel than nost of the regional economes, with the
country enjoying full enploynent, having registered a decade of an average
8 per cent economic growth and an inflation rate of well bel ow 4 per cent.

The econom ¢ weakness felt in Malaysia nowis thus nore reflective of
the strength it enjoyed prior to July 1997. Essentially, the first step
towards recovery requires that Ml aysi ans adjust to the weakened econony.

As the people put the second quarter figures behind them the Governnent
has given its assurance that the continued support of its citizens will be
reci procated by serious efforts to nurse the econony back to health.

The national conpany set up to rid the banking system of non-perform ng
| oans (NPLs) nade its first acquisition | ast week while the one
established to inject fresh capital into the banking systemis
oper at i onal



The unenpl oynment situation is accorded high priority and is closely
nmoni tored by the Governnent, with several neasures already in place to
address the retrenchrment issue.

As for future funding requirenents, Malaysia is rather fortunate that
the crisis occurred after the nation conpleted the najor portion of
infrastructure projects and other initiatives planned to hasten
devel oprent .

Most of the multi-mllion-ringgit highway projects have either been
conmpl eted or are near conpletion. The new KL International Airport at
Sepang i s already bustling with passengers and cargo while the | eading
port, Port Klang, is now prepared to assune its role as Malaysia's nain
gateway for maritine trade

Projects to inprove the people's standard of |iving, education and
heal t hcare have been going on and are not expected to be affected even
during the present econom c downturn.

Some may argue, however, that fast recovery efforts may be hanpered by
nmount i ng debts saddling the corporate sector. However, a national |evel
initiative has been put in place to | ead corporate debt reconstruction
efforts and prevent viabl e businesses from being |iquidated.

The central bank has eased nmonetary policy slightly. It has effectively
| owered interest rates to ensure that businesses hit by weak demand and
depl eting earnings are not further burdened by high borrow ng costs that
may lead to a conplete halt in operations.

Anot her positive indicator perhaps is that Mal aysia continues to be an
attractive investnent destination, indicating that while short-term
i nvestnent funds may have left the country, direct investors renain
confi dent.

Some 471 manufacturing projects involving a total capital outlay of
RML5. 15 billion have been approved by the Mnistry of International Trade
and I ndustry in the January-to-July period this year.

The second quarter econonic figures do indeed indicate tough tines
ahead. But Mal aysi ans can take confort in the neasures inplemented to
weat her the econonmic downturn and the know edge that the econony will
energe all the nore fitter
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