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GDP- 1ST QIR
MALAYSI A' S 1ST QIR GDP CONTRACTS BY 1.3 PCT

KUALA LUMPUR, June 23 (Bernama) -- Gross Donestic Product (GDP)
contracted 1.3 percent in the first quarter of this year froma year
earlier based on a new base year of 1987 and a new net hodol ogy for
cal cul ati on.

Announci ng this today, Bank Negara governor Tan Sri Ali Abul Hassan
Sul ai man said first quarter GDP woul d have contracted by 1.6 percent, as
mentioned by Prime M nister Datuk Seri Dr Mahat hir Mhanmad recently using a
previ ous net hodol ogy and statistical base year of 1978.

Speaking at a joint press conference by the central bank and the
Department of Statistics, he said the country is already out of its
recession judging fromthe GDP growth of 1.4 percent registered in the
February to March period conpared to the year-earlier period.

"January wasn't good as manufacturing production was down
substantially," he said. "February and March registered 1.4 percent growh
so we've got positive growh and we are already out of the recession," A
Abul added.

Saying that the first quarter marked the end of negative (GDP) growth
and four consecutive quarters of contraction, he added that the second
quarter CGDP growth would return to the plus territory.

"The third and fourth quarter GDP growt h woul d not only be positive but
substantially stronger," the governor said.

He added that overall GDP performance for the year would be better than
the one to two percent forecast earlier with the manufacturing sector
| eadi ng the country out of the recession.

"I amnot going to revise Bank Negara's official figures of one percent
growth for 1999 although a I ot of foreign research houses have been pl aci ng
the GDP grow h figure for Malaysia at higher |evels.

"The hi gher forecasts of many agencies could materialise.

"We can expect nuch higher growth in the second and third quarter,” he
sai d, adding that "fund nanagers have indi cated nore than two percent
growth this year.

Al'i Abul said the manufacturing sector, which is second to the services
sector in ternms of contribution to the GDP right now, would overtake this
sector in no tine and account for one third of this year's GDP grow h.

He expl ained that signs of recovery in the econony, first seen in |ast
quarter of 1998, strengthened in the first quarter of this year.

I ndi cat ors showed favourabl e devel opnents in both the external sector
and donesti c economnic conditions, he added.

Anong key indicators that continued to strengthen in the first quarter
i ncluded the trade bal ance position which stood at a substantial surplus of
RML5. 8 billion, export growth which inproved further by 4.6 percent in US
dol I ar terns.

International reserves of Bank Negara reached US$31.3 billion as at
June 15, sufficient to finance 6.9 nonths of retained inports, inflation
noderated to four percent while consuner and i nvestor confidence gai ned
strength with car sal es picking up strongly.

Al'i Abul also said the retrenchment rate noderated further and | oan
approval s by banks for manufacturing and construction sector continued to
i ncrease.

The nminus 1.3 percent growh in GDP in the first quarter of this year
reflected a significant noderation in the contraction seen in recent



quarters foll owing the onset of the Asian financial and econom c crisis, he
added.

It reflects a turnaround i n manufacturing output which increased by 4.6
percent in February and March, partially offsetting the decline in January.

The manufacturing and construction sectors regi stered the nost
pronounced i nprovenent in econom ¢ performance on the supply side in the
first quarter of this year

G owth in value added of the services sector also turned around in the
first quarter.

On the demand side, signs of recovery in aggregate donestic denand have
al so becone nore apparent with i nprovenment in consuner spending, as
reflected in the purchase of cars and higher total |oan approvals for
consunption credit contributed to a noderation in the decline of private
consunpti on.

Private investnent neanwhil e remained subdued because of the excess
capacity in the system

Ali Abul said the decline in aggregate donmestic demand (excl udi ng
stocks) noderated significantly in nomnal and real terns to 9.2 percent
and 9.1 percent during the quarter fromdeclines of 24 percent and 28
percent in the fourth quarter of 1998.

As for private sector activity, Ali Abul said it was gai ning nonentum
judging fromthe manufacturing output which rose 4.5 percent in April, the
third consecutive nonthly increase while gross inmports in US dollar terns
i ncreased further by 14. 3 percent.

More significantly, he said inports of internediate goods turned
positive in April, auguring well for export performance in the second
quarter.

Money supply continued to expand, with M3 growing 5.7 percent in My
while growth in ML has turned positive, indicating the need for higher
transacti on bal ances to support the increase in econonic activities.

As for the slower increase in the Consunmer Price Index (CPl) the
central bank chief said it was nost noticeable in the food, gross rent,
fuel and power and m scel | aneous goods and servi ces sub-groups.

The Producer Price Index (PPl) declined by 4.1 percent in the first
quarter, the first decline recorded since the second quarter of 1997 with
|l ower prices reflected in both |ocal and inported goods.

Ali Abul also said the | abour market situation in Ml aysia inproved in
the first quarter of this year, reflecting inprovenments in the domestic
econom ¢ and financial conditions.

The nunber of job seekers registered with the Manpower Department rose
only marginally by 0.8 percent to 33,605 at end-March after rising by 17.8
percent to 27,988 a year earlier

At the sane tine, the nunber of workers retrenched in the quarter
declined to 11, 454 persons fromthe peak of 26,238 in the third quarter of
1998. -- BERNAMA
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