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Econoni ¢ recovery pi cks up steam

Miharyani O hman

THE signs are there. The banking i ndustry i s gathering strength and on-
going reforms are placing | ocal banks in a better position than many

ot hers el sewhere in Asia.

And the indices point to other encouraging devel opnents.

Mal aysia's savings rate is still one of the highest in the world. The
manuf acturing sector, especially export-oriented segnent, remains strong.
So, too, the plantation sector.

The construction industry is picking up, particularly for infrastructure
devel oprment and nedi um cost and | owcost residential property, propelled
by the Governnent's hone ownershi p canpaign. And, it is nowfar easier to
get bank | oans - and cheaper, too.

Mot or vehicle sales - a prime indicator of consumer spendi ng power -
have shot up and even the car rental business is seeing a slight
i mprovenent.

Anot her encouraging signis Ml aysia's external reserves whi ch have
risen by US$1.4 billion to US$31.2 billion in the | ast tw weeks

The KLSE Conposite I ndex i s showi ng an upward trend, hitting 791.91
poi nts | ast Wednesday, a far cry fromSept 1 |ast year when it wal | oned at
262.7 points.

Wth t hese encouragi ng signs, Malaysia's growh i s expected to bounce
back fromthe recessionary state to two per cent this year and four per
cent in 2000, while workers' productivity level is expected to growby 3.3
per cent froma decline of 1.8 per cent |ast year

That the econony is recovering seens cl ear, despite sluggi shness in sone
areas. This is the general opinion of various people interviewd -
econom sts, share nmarket anal ysts, property val uers, manufacturers,
retailers, tour agents, car dealers, car rental operators, fishnongers and
veget abl e sell ers to housew ves.

"The manufacturing sector is recovering faster than nost people
anticipated. The el ectronics sub-sector, in particular, will likely be the
mai n contributor to the manufacturing sector,"” says Nor Zahidi Ali as,
chi ef economi st with Kuala Lunpur City Securities Sdn Bhd

"Personal conputer shipments fromthe Asia Pacific region, excluding
Japan, for instance, have grown by seven per cent in the fourth quarter of
1998, the highest quarterly growh ever recorded.

"We foresee that for the whole of 1999, shipnents fromAsia Pacific
(excludi ng Japan) will expand by at |east 15 per cent."

Nor Zahi di says recent figures (April 1999) also indicate that this sub-
sector has been the driving force behind the 16.4 per cent year-on-year
growth in exports.

Recent i nmprovenent in stock nmarket sentiment would al so bring benefits
to the services sector, which represents about 44 per cent of the
country's gross donmestic product.

"W, therefore, believe that these two sectors will bring the growth
rates back into positive territory in the next fewyears."

Says economi cs | ecturer Associ ate Professor Dr Mahani Zai nal Abi din:

"The indications (of recovery) are there - in the banking, manufacturing
and plantation sectors, the housing industry, notor vehicle sales, the
stock market, the external reserves ... all these continue to remain

strong or are picking up."
She observes that the nunber of retrenchnments is al so nuch | ower now



than the peak in last June.

"The public nust first be confident of the Governnent's economic
recovery measures and think of venturing into long-terminvestnents |ike
buyi ng houses. "

There are | essons to be learnt fromthe econonmic crisis, she says, which
shoul d pronpt the public to venture into productive investnents rather
t han specul ative ones

"We shoul d al so be | ooki ng at economic growh in a different way now.

M ndsets have to change. W can't sinply build and build until we can't

sell," adds Mahani, referring to the comercial/office space market as
wel | as the high-end residential property market.
VWil e recovery may be painfully slowfor sone, Iike the retail business

i n the shoppi ng conpl exes, Mal aysi ans general ly feel that the Gover nment
has done a good job of containing the problem

SAYS TA Securities analyst Francis Tan: "Alot of things happened in
1998. It was an unusual year, but unlikely to be repeated in a long tine.
The Gover nment has undert aken some unort hodox neasures such as t he banki ng
reforms and other capital controls but with remarkable results
nevert hel ess. "

"The Gover nnment has done whatever it could to prevent the econony from
sliding further. It has i ndeed done an excell ent job," says Nor Zahi di

Froma strict acadenic point of view, he says, a conbination of |ax
nonet ary policy and an expansionary fiscal policy will yield a nmaxi num
output in the economny.

"The Government has been trying whatever it could with the linmted
resources to revive the econony on top of the political challengesit is
facing," says Mhd Sani Yusof, senior vice-president of Welloff Ventures
Sdn Bhd, which supplies food products to supernarkets, hotels and
restaurants.

"As a businessman, | can only say that this is a good tinme to invest to
spur the economy because costs such as office and factory rental s have
gone down."

Al t hough t he econony m ght have seen its worst late | ast year, he and
his partners deci ded to come i n because they sawit as an opportune ti me.

"We have had our share of problens. But whatever we have not been able
to collect yet fromour investnments, we bal ance of f by creating new
busi nesses | i ke concessi onai res, supplyingto whol esal ers, taking over
certain sections of the supermarkets, and by operating at pasar nmal amas
wel | as supplying to the traders at these spots.

"W will be able to see the fruits of our investnents in about three
years' tinme," he says

Buoyed by t he i nm nent econom c recovery, Welloff Ventures is planning
to set up its own retail chain.

As for the car rental service industry, a lot of inquiries have been
recei ved over the |l ast fewnonths, according to the vice-president of the
Car Rental Association Ml aysia, Kelly Ng.

"The car rental business depends on the influx of tourists and foreign
i nvestors and expatriates. Wen they find that the opportunities are here
again, they would cone in.

"The infrastructure will be there as conpanies will need to buy or rent
cars, and rent condoni ni uns and bungal ows.

"W have not felt the full inpact yet as business has only slightly
pi cked up. But we expect it to be better by the year's end."

He says the worst was | ast year when the interest rates on car | oans
wer e between 12 and 13 per cent. But this has cone down to seven or 7.5
per cent, thus car rental conpanies feel encouraged to purchase new cars.

Whi | e t he burden of house and notor vehicle buyers are reduced to a



certain extent with the lower interest rates, senior citizens and ot hers
who depend on interest paynents (around three to 4.5 per cent) on their
fixed deposit savings are feeling the pinch.

"Their income has been reduced and sone | ost noney in the share narket
during the crash. They are suffering,” says LumKin Tuck, 82, the
presi dent of the National Council of Senior Citizens Organisations
Mal aysi a (Nacscom).

But not all are affected by the lowinterest rates on fixed deposits as
sone depend on rentals fromtheir property.

"It is hard for people to survive with a few hundred ringgit in pension.
So, we hope enployers will provide job opportunities for the elderly such
as in the eateries, book shops and toll booths,"” says Lum

He says the economic crisis has made it all the nore urgent for
associ ations |i ke Nacscomto address the i ssue of financial security,
especially in old age.

Together with Universiti Ml aya, Nacscomw || be organi sing a sem nar on
poverty and agei ng i n Sept enber and anot her on financial security in old
age in Cctober, teaching the public howto plan for retirenment fromthe
early years of one's career.

Taxi drivers al so conpl ain of reduced earnings as there are fewer
tourists and drinkers to pick up fromhotels, bars and pubs besi des facing
conpetition frombuses and the light rail transit system

But for the regular taxi conmuters, it is |less stressful to get a taxi
because due to the sl ow business, taxi drivers are nowwilling to ply even
hi ghly congested areas.

A col |l eague rel ates howrecently while he waited along a city street for
afriend to pick himup, a taxi driver pleaded to take himto his
destination with a 10 per cent discount on the fare!

Despite the existing problenms, |awer and former director-general of
Postal Services, M Rajasingam 67, |ike many Mal aysi ans, believes things
are | ooking up for the country.

"There are nore job adverti sements now. W have to remain optimstic and
wor k hard. The Governnent, especially Prinme M nister Datuk Seri Dr
Mahat hi r Mohamad, has been vi si onary even when the country was goi ng
through its nmost difficult tine.

"The Prime Mnister is always working towards finding solutions to
probl enms. W are | ucky to have such a | eadership especially in times of
crisis like this.

"I'"msure we have |l earnt a few !l essons. And we should all be determni ned
to ensure that our future growth and prosperity will not be adversely
i nfl uenced by outside forces which are envi ous of our success," adds
Raj asi ngam who i s al so Nacscomvi ce- presi dent.

( END)
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