01 APR 1999
MORGAN STANLEY- MALAYSI A
MSIA TS ONE OF ASIA'S H GHEST QUALI TY CREDI TS

KUALA LUMPUR, April 1 (Bernanmm) -- Malaysia is one of the highest
quality credits in Asia, said Morgan Stanley Dean Wtter, an investnent
house.

Inits "Emerging Markets Research" rel eased here today, Mrgan Stanl ey
said Mal aysi a's soverei gn surpasses both regi onal nei ghbours and the
average triple B credit terns of solvency and |iquidity neasures.

Mal aysia, it said, is undergoing recovery much |Iike South Korea, in
both real sector and external liquidity position. The country's current
account has shifted into a nassive surplus, posting a 15 percent of G oss
Donestic Product (GDP) |ast year against a 5.0 percent deficit in 1997.

Its econom st, Tim Condon, expects that Malaysia's GDP to grow by 1.8
pecent this year after contracting nearly seven percent |ast year.

Morgan Stanley also called on investors to overwei ght Mal aysi an assets
and the Petronas bonds at 330 basis points over US Treasury bonds are
cheap, relative to simlarly rated bonds and can tighten by 55 to 70 basis
poi nts over a three-nmonth horizon.

Referring to Malaysia's policy mx, it said they are sound and cl ear

"Monetary policy is under tight control and fiscal policy is
expansi onary but within bounds of available funding," it added.

Morgan Stanl ey said the country's banking sector reformeffort is
conpr ehensi ve and wel | - desi gned.

Froma credit perspective, it said Malaysia's external liquidity and
sol vency nesures rank anong the highest in the region.

Morgan Stanl ey said at about 43 percent of exports, Ml aysia' s external
debt burden is very lowrelative to simlarly rated credits.

"Mal aysi a's debt service burden is also well belowthose inits

nei ghbours at roughly seven percent of exports,"” it added.
Morgan Stanley said Malaysia's liquidity ratios are "extrenely high"
addi ng that reserves of US$28.7 billion cover short-termdebt by four

times, which is far above South Korea's very respectable 1.7 coverage
ratio.

It also said | ower than average debt ratios and hi gher than average
liquidity ratios stand out as Mal aysi a's key strengths.

Morgan Stanley said that it would not suprised to see rating agencies
revise their outl ook upwards to stable fromnegative over the next six
nont hs.

Incidentally, Standard & Poor's has revised its outl ook on Mal aysia to
stabl e fromnegative today.

Meanwhi | e, Morgan Stanl ey viewed the upconi ng national elections as a
source of sone uncertainty but not instability.

It also said that at this point there does not seemto be a viable
opposition to challange Prime Mnister Datuk Seri Dr Mahat hir Mhanad.

Gven the ruling coalition's win in the recent Sabah state el ections,
it also appears that the party retains public support despite politica
events surroundi ng forner deputy prine mnister Datuk Seri Anwar |brahim
and t he deep recession.

Morgan Stanley said that it believes that the pace and strength of
econom ¢ recovery would hel p determ ne when the elections are called. --
BERNAMA
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