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Sout h- Sout h uni t ed agai nst econom ¢ woes

Ahirudin Attan i n Johannesburg

A HALF- an- hour drive fromhere, on the | akeshores of Hartebeespoort, a
Mal aysi an conpany has hel ped transformwhat was just a tomato farmtwo
years ago into a sprawing |l andscaped estate of nore than 900 holiday
homes t oday.

Affluent individuals fromthe US, Gernmany, the UK, Taiwan, Ml aysia and
Chi na have bought homes on the 243ha Pecanwood Estate, a joint-venture
bet ween Country Hei ghts Hol di ngs Bhd and Maccon | nvestment Hol di ngs (Pte)
Ltd of South Africa.

| npressed, Prinme Mnister Datuk Seri Dr Mahat hir Mhanad renmarked t hat
even if he had brought a lot of ringgit on his trip he woul d not have been
able to buy a ot at Pecanwood Estate, "not because the ringgit has becone
wort hl ess, but because every unit here has been sold out".

Tan Sri Lee KimYew, the Country Hei ghts group nanagi ng director, has
acqui red anot her 162ha of |and near the Pecanwood site to build upon the
success of the earlier project.

Country Heights is one of the players that have nade Ml aysia the second
| argest foreign investor in South Africa as of |ast year. But Pecanwood is
one of the few Mal aysi an ventures that are re-investing in South Afri ca.

Ht by the effects of the depreciated ringgit and share prices, sone
conmpani es that had plans to invest big in the republic have had to sel
off their projects while some others have had to downsi ze.

Dr Mahathir's visit to South Africa on Friday and Saturday took place at
a tine when Malaysia is facing a tough tinme as a result of |last year's
attecks on the region's currencies.

The i npact of the econom ¢ downturn on reverse investnent by Ml aysi ans
is very clear here. Ml aysians had i nvested US$3.8 billion (US$1 = RW4. 14)
in South Africa between 1994 and 1997. However, there has been no
i nvestnents at all by Ml aysi an conpanies in South Africa so far this
year.

And this is, in fact, the general trend for Ml aysia's overseas
i nvestnents. According to Bank Negara, net overseas investments (including
retai ned earni ngs overseas) by Ml aysians declined to RMB.4 billion | ast
year fromRMLO.5 billion in 1996.

The effect of the currency crisis is not linmted to individua
countries. Cbviously, the weakening of the econony of a devel opi ng country
like Malaysia will affect its econom c cooperation with other devel opi ng
countries.

For a country that has nmde reverse investnent in devel oping countries a
strategy to boost Sout h-South cooperation, this state of affairs is
i ndeeed frustrating for Ml aysi a.

For its economic and trading partners |ike South Africa, the situation
is worrisonme. South Africa Acting President, M Thabo Myeki, raised this
concern at the opening of Southern Bank Africa Ltd, a 50:50 venture
between Killinghall (Ml aysia) Berhad, Mal aysia's financial services group
and the National Enpowernent Trust |nvestnent Fund Pty Ltd.

W1l Ml aysia's role in hel ping boost trade and i nvestnent with other
South countries be dininished by the problens it is facing?

Dr Mahat hir conceded, at a press conference with Ml aysian journalists
at the end of his visit, that "for the tinme being ... we'll have to reduce
our role in South Africa"

But having said that, the Prine Mnister's trip to South Africa may yet



provi de answers as to howthis situation could be dealt with jointly by
countries in the South.

In his talks with Mieki, the currency attack i ssue was raised although
it did not lead to any concrete possibility of a joint effort to deal with
the issue. The inportant thing is that the problemis being addressed at
the highest level, and at bilateral talks, between the two countri es.

I n Nam bi a, where the Southern Africa International D al ogue (SAID)
opens next week, Dr Mahathir may take this a step further. There he is
expected to share with the Southern African | eaders Ml aysi a's experience
in dealing with the currency crisis.

"(The currency problenm) is not just a South-East Asian problem South
Africa is also facing the problem There is growing interest in the issue.
(The African | eaders) want to know nore about the currency attack, how it
i s done and what they need to do to counter or protect their econonies,"
Dr Mahat hir said.

SAID wi Il present Mal aysia with another opportunity to renewits call
for regul ated and transparent currency tradi ng, after having brought the
matter to the Wirld Bank/International Mnetary Fund neetings, the G oup
of Fifteen devel oping countries, the Asia-Pacific Econoni c Cooperation
forum the Asia-Europe Meeting, the Commopnweal t h Heads of Gover nnent
Meeting, and the Organisation of |Islamc Conference, anong other
i nternational forums.

At the very least, it has found a strong and reliable ally in South
Africa to hel p push the nmessage across the African continent.

Wth its own currency, the rand, having | ost about 30 per cent of its
val ue since May this year due to currency attacks, South Africa is
begi nning to understand very well the dangers of currency speculation to
its econony and that projects |ike Pecanwood and others will not be
possible in the future if the econonmy cannot deal with the newthreat to
the Sout h.
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