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Learning to believe in oursel ves

MERRI LL Lynch's bul lish forecast for Mal aysia's gross donestic product
(CDP) growth this year is very interesting. Its 4.9 per cent prediction
(revised from2 per cent previously) is the nost optimnistic by any

i nternational investnent house, and far above the Governnent's officia
forecast of a 1 per cent growh. Gven the 1.3 per cent contraction in GDP
during the first quarter of this year, the US based investment house nust
be very confident that the Ml aysi an econony wi |l expand very rapidly the
rest of the year.

The US-based i nvestment house is not the only one to have revised its
out | ook for the Mal aysi an econonmy. Only yesterday, SG Securities pushed up
its forecast to 4.5 per cent from3.1 per cent nmade only |ast nonth, which
inturn was arevision froman earlier projection of 2.5 per cent. Banking
group ABN Anto has al so said that it expects Malaysia's GDP to expand by 2
per cent this year and 4.5 per cent in 2000. Another | eading investnent
house, Gol dman Sachs predicts year-on-year GDP growth for Ml aysi a of
above 3 per cent in the second hal f of 1999. The greater confidence in the
Mal aysi an econony refl ects the success of the various neasures the
Government has put in place since the region's financial crisis started in
July 1997. Since the inposition of selective capital control s | ast

Sept enber, especially, many critics have had to adnit that their earlier
and very bearish prognoses were fl awed.

Sorre of the investnent houses, which are now painting a rosier picture

of Mal aysi a, had been responsible for witing epitaphs for the country's
economy. Merrill Lynch, for exanple, had predicted t hat Mal aysi an GDP
woul d contract 0.9 per cent this year before revising it upward to 2 per
cent in March and to 4.9 per cent now. Still, certain quarters will not be
convi nced, including a nunber of | ocal econom sts who believe that
econom ¢ dat a are bei ng nassaged by the authorities to hel p t he Gover nment
of the day return to power in the next general elections. Some Opposition
parties, with the hel p of these econom sts, have been telling their
menbers that the econony was actual Iy shrinking. I n Singapore yesterday,
Nobel prize-w nning econom st Merton M1l er ran down Mal aysi a's sel ective
capital controls and chided Prinme M nister Datuk Seri Dr Mahathir Mhamad
for claimng that the controls were a success. But in enphasising his
poi nt that other economes in the regi on were al so recovering, Mller

i nadvertently adnmitted that the Mal aysi an econony appeared to have
rebounded. Wthout the benefit of experiencingthedifficulties of the
econom ¢ turnoil and the i nprovenents brought about by the various
measur es i npl enent ed by t he Governnent (not just the capital controls),
MIller's opinion is not inportant.

What's inportant is that the majority of Malaysians as well as the
investors -local and foreign - recognise the signs of recovery and fee

t he i nprovenents brought about by an econony that i s bounci ng back. By now
nost peopl e woul d have devel oped greater faith in what the authorities
have been trying to doto revitalise the econony. |nvestnent houses and
rating agencies will come and go, one nonent sayi ng the econony i s sinking
and the next that it is out of the woods. Remenber how South Korea was so
highly rated by sone i nternational rating agenci es before the crisis, and
how t hese agencies - realising their error in judgenent - had turned an
erosion of confidence into atotal collapse when they sl ashed ratings for
the country? Their business will continue to be maki ng adj ust nents and



corrections to their predictions and esti nates.
Qur business as Mal aysians is to ensure that we are neither depressed by
their negative forecasts nor lulled by their upbeat predictions. Mlaysia
has some ways to go before it can pull itself all the way out of the
dol drunms whil e people at Merrill Lynch, SG Securities or Gol dman Sachs
will play their guessing game and so-cal |l ed experts Iike MIIer make
headl i nes with assessnments and theories that sound clever. Ml aysi ans have
tolearnto believe in thensel ves because others won't until they could no
| onger afford not to; that sonething they t hought was not going to work i s
actual |l y worki ng, and working very well.
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