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Mal aysi ans must be positive and bullish now
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MALAYSI ANS, it appears are their worst enemes. Wiile foreigners are

begi nning to be bullish and positive on the country's prospects, sone

| ocal s continue to doubt and fail to see the positive signals or even
appreci ate the efforts bei ng made.

They continue to cast doubts on the honme grown neasures and fail to
recogni se the fact that Mal aysia is perhaps the only country that has
taken the bull by the horns and even set up a special conmttee - the
Nati onal Economi c Action Council (NEAC) - to specifically tackle the
crisis. The National Econonmic Action Plan and its progress to date is
totally ignored by the critics.

Sone continue to echo and sound very nuch |i ke the Internationa

Monetary Fund (1 MF) and Washi ngt on spokesnen cal ling for all manner of
changes and anendnents. They fail to recognise the fact that Malaysiais
inthe forefront conpared wi th many of its nei ghbours, including Thail and,
i n bankruptcy and forecl osure | aws, anong ot hers.

Mal aysi a has made nuch progress since the crisis first began takingits
toll on countries in the region. Sone woul d argue that Mal aysi a has nade
much nore progress than its nei ghbours and those under the | M- s care.
Even Stanley Fisher, the | M s Deputy Managi ng Director, has acknow edged
Mal aysia's progress. In arare positive statenment on Mal aysia fromthe
Fund since the crisis, Fisher told the Thai academ cs at a round tabl e

di scussion that: "The critical first stage of reformprocess in the region
has been achi eved. The sane applied to Mal aysi a".

John Bond, G oup Chairnman of HSBC Hol di ngs Pl c, who was in Ml aysia
recently expressed optim smabout the econony. In ainterviewhe said:

... the econony is about human beings. | still find lots of bustle and
traffic janms. It does not have the feel of a place that is going through a
difficult recession ... | think the outl ook for 1999 woul d be t hat the

econony may show positive growmh and | think that woul d be an excel | ent
per f ormance agai nst t he backdrop of the worl d econony that unquesti onably
is going to have a nuch sl ower 1999 than 1998."

I ncreasingly, fund managers, anal ysts and a nunber of i nvestment houses
are revising and upgradi ng their econonic growth esti mates and prospects
for the country.

Dresdner Kl ei nwort Benson, Gol dnman Sachs, Merrill Lynch, Sal onon Smith
Bar ney and ot her brokerages are anong those that have adopted a nore
positive stance with regards to Mal aysia's prospects in recent weeks.
Dresdner Kl ei nwort Benson, for exanple, revised the gross domestic
product (GDP) growth for 1999 to 2 per cent higher than 1998 rather than
1.5 per cent |ower which was its earlier forecast.

Kevi n Barnes, an analyst with the Institute of International Finance,
projects Malaysia's growmh to recover to about 3 per cent this year. This
i s higher than the official Government forecast of 1 per cent.

In viewof the nore positive outl ook for the econony, the Internationa
Fi nance Corporation (I FC), the private investnent armof the Wrld Bank
has reinstated Malaysiaintoits | FC | nvestnment Conposite | ndex and | FC
Investible Asia Index. This is an early sign that Mal aysia's stocks will
soon be included in the widely foll owed Morgan Stanl ey Capital
International index (MsCl).

Mal aysia is no | onger viewed with as rmuch disdain as it was when the
exchange rate controls were first introduced i n Sept enber 1998. Many are



now wat chi ng and i ndeed acknow edgi ng t he positive signs of growth and
recovery in the econony.
P. K. Basu of Credit Suisse First Boston in Singapore told a sem nar on
the "Asian Crisis: Roads to Recovery", that Malaysia is out of the woods
and added that there were al ready signs of a recovery. He expected foreign
funds to flow back into Mal aysia "very soon".
The positive sentinents are clearly evident. The di sbursenment of | oans
has pi cked up as have the nunber of approval s for devel opment projects. Dr
Sul ai man Mahbob, Head of the NEAC Secretariat, disclosedthat the weekly
aver age di sbursenents of banks [oans had risen to RM6.55 billion in
February fromRW. 98 billion in June 1998.
I nvest ment projects approved by the Mal aysi an I ndustrial Devel opnment
Authority (Mda) increased by 2.3 per cent to 844 projects val ued at
RVP6.4 billion in 1998 from 759 projects valued at RV5.8 billion a year
earlier.
During the sanme period, foreign direct i nvestment approval s rose by 14
per cent to RML3.1 billion fromRML1.4 billion in 1997.
Si nce the adoption of the exchange rate and capital controls, foreign
reserves have risen fromUS$20.5 billion (US$1 = RVMB. 80) in June 1998 to
US$28. 45 billion as at m d February 1999. These reserves can fi nance si x
nont hs of retained i nports.
Mal aysi a has al so made a great deal of progress in its banking sector
The recapitalisation of banks is expected to be conpl eted by the end of
June this year, six nonths ahead of the original target.
I n conparison, the progress in Thail and and even Sout h Kor ea has been
much slower. In fact, the banking sector in Thailand has been conpletely
dessi mat ed. According to Basu, "t he baby has been thrown out with the bath
wat er". Thail and' s banki ng sector nmay have to be devel oped agai n from
scratch. The Thai di spleasure with the | M- s renedi es has been evi dent
fromthe round tabl e discussions that Fisher had wi th Thai academni cs and
busi nessnmen recenty.
Over the weekend, denonstrators i n Bangkok hel d up banners with "I | ove
Mahat hir" witten in Thai in support of Prime Mnister Datuk Seri Dr
Mahat hi r Mohamad' s stand agai nst the | M.
Mal aysi a' s bankruptcy and di scl osure | aws are al so i n place and
functioning. These were drawn up and in force | ong before the currency
crisisrearedits ugly head. These | aws have al so not been i nposed on t he
country by an outside party.
In Thail and, the bankruptcy and foreclosure | aws - one of 11, that need
to be passed in conpliance with M- for its funds - are still fighting
their way through Parliament. The protestors i n Bangkok over the weekend
claimed that the Bankruptcy Laws were a "sell out of Thailand to
foreigners”.
Stability and predictability has al so been ensured in the country
foll owi ng the pegging of the ringgit at RMB. 80 to US$1l. Lower interest
rates and the increased availability of credit has al so breathed life into
busi nesses which were previously being strangled as a result of the credit
crunch and hi gher interest rates.
Wth these and many ot her positive micro economic indicators, it is
about tinme that Mal aysi ans t hensel ves started bei ng positive about their
own country. Wile they should not be arrogant, they should at |east offer
credit where it is due.
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