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Revi ewi ng overseas i nvest nents

THE statement by Invest in Britain Bureau chief executive Andrew Fraser on
the lull in newinvestnents fromAsia in Europe is a point to ponder.
Fraser said he thinks it is going to be brief. Asian investors - including
Mal aysi ans - may cone storm ng back sooner than anyone m ght expect. The
poi nt, however, is that there is going to be a break in the nonentum of
investnment flows fromthese countries. For Malaysia, this is unfortunate
as the Governnment's reverse investment policy was just beginning to bear
fruit. Take Proton's acquisition of Lotus International G oup, the UKKs
sports car and engi neering group for exanple. The investnent brought a
premumto Malaysia. In fact, there was even tal k about sone financi al
institutions in the UK naking it hard for the deal to go through. Today,
that investnment not only allows Proton to access Lotus' engineering
expertise but also its research and devel opnent skills. In the UK

Mal aysi an i nvestments increased fromRW17 million in 1993 to its peak of
RML. 355 billion in 1996 before noderating to RVMb61 mllion |ast year.

I n I ndochi na, Mal aysi ans have al so becone nmmj or investors. In Vietnam
Mal aysi an i nvestnents totalled RML27 million |ast year, while in Canbodi a
the amount was RMA0 million. In China, Ml aysians have al so nade early
inroads, with total investnents of RM316 million in 1997 as agai nst RML13
mllionin 1993. Elsewhere in Africa, Latin Anerica, West Asia and ot her
devel opi ng countries, Ml aysian investors have al so been nmaking their
presence felt as part of the country's commitnent towards South-South
cooperation. The decision to invest in the South is a deliberate one;
Prinme Mnister Datuk Seri Dr Mahathir Mhamad woul d visit even the
smal | est of nations and chal | enge Mal aysi an conpani es to set up operations
there. As a result, reverse investments by Ml aysi ans have gone up
significantly. These will usually be followed by an increase in trade with
these countries. The question nowis whether we can afford this "lull" or
whet her we shoul d push ahead to ensure that Mal aysi an i nvestnents overseas
remain intact and viable. Wiile it is good to dispose of unproductive
properties in countries where the exchange rates are nuch hi gher than the
ringgit, it is also inportant that Ml aysians should try to increase their
investnents in countries |like the UK which woul d generate nore earni ngs
and then repatriate themback to Mal aysia for business expansion.

The proposed nove by Johor Corp, which announced early this week its
plan to dispose of its properties in the UK, Australia and New Zeal and,
shoul d be | auded because besi des taking the advantage of the exchange
rates, the conpany will be able to reduce the cost of borrowi ng, which is
currently high in view of the depreciation of the ringgit. Wth the
present high rate of the pound against the ringgit, it would be good for
Mal aysi ans to harvest their investrments in the UK This will also help to
reduce the need to seek new funding for their projects abroad. Deputy
Fi nance M nister Datuk Dr Affifuddin Omar said in the Dewan Rakyat | ast
week the the Government had succeeded in reducing the net outflow of rea
estate investment to RML84 nmillion | ast year, follow ng the sale of RML47
mllion worth of properties abroad. |In conparison, total real estate
i nvest nent overseas in 1996 was RM331 nmillion. During the sane period,

Mal aysi ans had sold RVMR55 million worth of properties abroad agai nst an
i nvest nent of RVb66 million.

It may al so be viable for rich Ml aysi an conpanies to take the advantage

of the present exchange rates to continue or start investing abroad,



especially in potential and productive sectors to earn nore profit in the
long term The returns may not be seen i mmediately but two or three years
down the road, the profit gains fromsuch investnments can be used to help
expand their donestic operations. And, with the price of commodities (like
palmoil) increasing, it wuld be viable for Malaysians to retain their
i nvestnents in such plantation sector abroad. Overall, they have to
conduct a study or review whether to retain their investnents or sell off
their real estate investnents.
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