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PM GDP contraction will be reduced in next quarters

Farush Khan; Al ex Choong

PRI ME M ni ster Datuk Seri Dr Mahat hir Mohamad sai d yest erday he was
confident the contraction of the country's Gross Donestic Product woul d be
reduced in the third and fourth quarters of this year.

He was asked to conment on the report that the econony had shrunk by 6.8
per cent in the second quarter of this year

Dr Mahat hir said the peopl e nust understand t he Bank Negara report on
the matter.

"We have not been able to export nmany of our goods as the econom es of
countries we narket our goods to, have been adversely affected,"” he told
reporters after opening the Parti Pesaka Bum putera conventionin
Sant ubong, 40km from Kuchi ng, Sarawak.

He said Malaysia's inability to market these goods had taken its toll on
its manufacturing industry.

Mal aysi a, he said, also had to conpete with | ndonesi a, whose currency,

t he rupi ah, had depreci ated nore significantly, thus maki ng its goods
cheaper on the world market.

Asked on t he Government's i medi ate neasures to i nprove the econony, Dr
Mahat hir sai d one of themwas to reduce inports and rai se savings to
finance busi nesses.

"What ever step we are taking, we need t he people's support and action,"
he said.

Asked on t he suggestion by Ameri can econom st Paul Krugnan on Wdnesday
t hat Asi an nations shoul d enbrace China's forei gn exchange controls to
steer out of their econom c woes, Dr Mahathir said that while he agreed
with the suggestion, such controls were not easy.

"How t o check? They (currency specul ators) have a | ot of noney. W
sought help fromothers ... we talked to the United States ... they said
t hey coul d not do anything. But | knowthey can," he said.

In Kual a Lunpur, Deputy Prime M nister and Fi nance M ni ster Datuk Seri
Anwar | brahi msai d the Governnment woul d revi se this year's GDP forecast
now t hat the second quarter had contracted 6.8 per cent.

He said the downward revision could be slight, adding that "I do not
want to be presunptuous”.

Anwar sai d the revised GDP forecast woul d be announced when he tabl ed
next year's Budget during the Cctober neeting of Parliament.

"W expect the overall growth will be negative and will be nuch | ower in
the third quarter,” he told reporters after opening the Wrld Ml ay
St udi es Convention at Universiti Ml aya.

"The worst has been in the second quarter."

Bank Negara had announced on Wednesday that | ower output in all najor
sectors, coupled w th weak consuner spending, had led to the econony
shrinking by 6.8 per cent in the second quarter of this year, froma
revised first quarter contracti on of 2.8 per cent.

Central Bank assi stant governor Datuk Zeti Akhtar Aziz who had rel eased
details of the second quarter figures, however, said the external trade
surplus for the sane period had surged to a record of RML3.6 billion,
bringing the cunul ative surplus for the first half of the year to RM2. 1
bill'ion.

The i nprovenent reflected a conti nued strong export grow h of 39.3 per
cent against a marginal inmport growmh of 2.5 per cent.

Zeti had al so announced neasures ai med at reduci ng effective interest



rates such as | ower Bank Negara i ntervention | evels in the inter-bank
noney market, a |l ower reserves requirenent and a new net hod of conputing
base | ending rates

To anot her question whet her capital control woul d be one of the options
taken by the governnent to stabilise the ringgit, Anwar said:

"We are considering neasures but | think we will have to decide on it
soon. "

Asked whet her the Governnent woul d reduce interest rates further, he
sai d:

"The Governnent has been gradual |y reducing interest rates but it has
not had any negative inpact on the ringgit".

( END)
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