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Unf ashi onabl e to be positive on Mal aysi a these days

Har dev Kaur

MANY still think that there is a haze in Malaysia and that the air quality
is unhealthy. Viewers of CNN and CNBC think there are are conti nued
denmonstrations in the Capital Cty. Their vision and view of Ml aysia and
its devel opnents are clouded by factually incorrect reports as well as the
prejudi ces and slants of reports and broadcasts.

Even on the econom c front, any progress and positive devel opnent is
vi ewed through jaundiced eyes. It is not the "in-thing" to say nice and
positive things about Mal aysia these days. The nore absurd the report, the
better it is, seenms to be the order of the day. Renote provincial papers
inthe US, for exanple, are beginning to coment on Ml aysia even t hough
their citizens may not know the capital of their own nei ghbouring state.

Credit Suisse First Boston (CSFB) is a rare exception with regards to
its report on Malaysia. One of its analysts in his report on Ml aysi a
entitled "Malaysia: Last In (to Recession), First Qut" admits that "It is
fashi onable to be unalterably sceptical about Ml aysia". P.K Basu points
out that his report is "a distinctly unfashionable report" and argues
"that beyond the fog of opague nicro-nanagenent |ies an econony (and
corporate sector) that is largely intact".

The country's econoni ¢ fundanmental s remai n sound. Ml aysia's externa
debt service ratiois low, its level of non performing | oans (NPLs) is
| ower conpared to its neighbours and positive efforts are being made to
recapitalise the banks. In addition, on the liabilities side of banks
bal ance sheets, the nost notable feature, according to CSFB, is the | ack
of reliance on foreign liabilities which was the "Achilles Heel of
Thai | and' s banki ng system played a role in felling Indonesia's, and
remains a thorn in the side of the Philippine banking systeni.

Basu added that "in the banking sector, Malaysia is | ess severely
af fected than nost of its neighbours. Net foreign liabilities were an
i nsignificant source of | oanable funds (contributing | ess than 5 per cent
at their recent peak, conpared with levels of 10-30 per cent for
Si ngapor e, | ndonesia, Hong Kong, Thailand and the Phili ppines).

The country also entered the crisis with a |lower NPLs rate of 8.5 per
cent, according to the report, (Bank Negara's figure of NPLs is |less than
10 per cent), higher reserve requirements of 8 per cnet and significantly
| ower | oan-deposit ratios than other countries at a simlar stage of
econom c crisis.

The report notes that unlike other countries, Malaysia will not be
squeezi ng the donestic econony now at the International Mnetary Fund's
(I MF) behest (and so exacerbating enterprise debt servicing difficulties),
but instead easing policy across the board. Wth |ower interest rates,
busi nesses and entrepreneurs are beginning to get on with their jobs and
wheel s of business are beginning to turn.

CSFB says Malaysia will be "First out" of the recession - a point also
made by Prime M nister Datuk Seri Dr Mahat hir Mhanmad | ast week. The firm
adds that "While the other three crisis countries will still be engaged in
extracting their corporations fromdeep-seated bankruptcy problens in
1999, Mal aysi a can use a conbination of "flow (growth, better liquidity)
and "~ stock' (Dananpdal and Danaharta) solutions for its banking woes".

There are sone, including Special Functions M nister Tun Dai m Zai nuddi n,
who have forecast a positive gross domestic product (GDP) growh for the
country next year. CSFB is even nore optimistic than Daimand forecasts a



3.1 per cent GDP growt h next year. Thus Ml aysi an planners are not the
only ones upbeat about the country.

Confidence in the country has inproved followi ng the inplenmentation of a
nunber of measures proposed by the National Econonic Recovery Pl an.
Standard and Poor's (S&P), the US based rating agency, which together with
ot her rating agenci es have downgraded Ml aysi a's soverei gn rati ng down
several notches was al so positive about the country | ast week.

S&P descri bed the noves by Dananpdal to recapitalise 10 institutions as
"a good step in the rehabilitation of Malaysia's financial sector”
Efforts by the authorities to clean up the sector is seen as positive as
Mal aysia's level of NPLs is still inits early stages.

Foreign direct investnment is still on the uptrend. The confidence in the
country's econony and its future was stressed by Managi ng Director of
British Tel econms, Richard Sl ogrove, when he said "BT's commtenent to
Mal aysi a has not wavered" adding "we are here to stay". There are nmany
others who are here to stay contrary to what sceptics would like to
bel i eve.

As Credit Suisse First Boston put it, Malaysia's nmarco economc
fundamental s and its econonmic sector is "largely intact". The insul ation
of the donestic econony and the pegging of the Ringgit at 3.80 to the US
dol l ar has provided stability and predictability for businesses. The
controls are not as "draconi an" as they have been nade out to be by their
critics.

According to a report in the Singapore Business Tines, nultinationals
and Si ngaporean firns with operations in Mal aysia have been little
af fected by the currency controls. The conpani es are al so not concerned
about the repartiation of profits and dividends as they have been assured
that the controls - which are designed to stanmp out short term
destabilising funds and to prevent speculation on the ringgit - will not
interfere with direct investment and trade.

"Mal aysia is still a very attractive place for foreign investnment," Wng
Ngit Lon, Managi ng director of Singapore-listed Venture Manufacturing was
reported as saying.

There is no haze, the air quality in Malaysia is very good and perhaps
even better than in many cities in devel oped countries, there are no
street denonstrations even though many would like that (as it nmakes for
good visuals on tel evision) and Mal aysi ans and visitors continue with
their lives and busi nesses as usual .

It may be "unfashi onabl e" to be positive about Malaysia but it is
i nportant and essential, in the name of accurate reporting, fair play and
justice, that the situation in Ml aysia and its devel opnents are vi ewed
clearly and not through old scratched gl asses with blinkers on them
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