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1ST QIR GDP STILL NEGATI VE BUT BY A SMALLER MARG N

KUALA LUMPUR, June 9 (Bernama) -- The first quarter gross donestic
product (GDP) growth will remain negative but the negative figure will be
smal l er, said the head of the National Econom c Action Council (NEAC
secretariat, Dr Sul ai man Mahbob.

He said the official figure has yet to cone out but it will be a "snall
negative", adding that "the GDP contracted slightly year-on-year during the
first quarter but showed positive growh conpared to the previous quarter”.

Speaki ng at the luncheon forum on "Econom ¢ Recovery in An Exchange
Control Regine: The Ml aysi an Experi ence” organi sed by the Ml aysi an
Associ ation of Corporate Treasurers here today, Dr Sul aiman said the GDP
growmh will nove into the plus territory in the second quarter of this
year.

He expressed confidence that the second quarter growth woul d be better
with figures in the third and fourth quarter expected to be stronger.

Prime Mnister Datuk Seri Dr Mahathir Mhamad had said recently the GOP
growmh for the first quarter of 1999 will contract by a | esser margin of
1.5 percent, after having contracted by 8.1 percent in the |ast quarter of
1998.

Asked on whether the government intends to further |ower interest
rates, Sulaiman said: "All | can say is that it depends on the supply and
demand (of noney) and inflation."

But he was quick to point out that interest rates in the next 6-12
nmont hs are expected to stay "quite subdued because supply is flush, demand
is picking up and inflation | ow'.

Meanwhil e, the inflation as neasured by the consuner price index (CPl)
has been brought under control fromfive to six percent during md-1998 to
bel ow three percent in March and April 1999.

"The indication is that it will be even |lower in the com ng nonths
gi ven the negative producer price index (PPl) through January to March this
year," he said.

Touchi ng on the performance of the country to date, after the
announcenent of the selective controls and fixed exchange rates on
Septenber 1, Dr Sul ainman said "there has been di scernible positive
changes".

He added that consunption, sales, production had registered positive
trends since the last quarter of 1998 and early 1999.

Dr Sul aiman said the majority of firns reported the exchange controls
had no negative effects on their investnents, exports, inports and business
operations.

"A sizeabl e percentage (21-28 percent) reported positive inpact while
only a small minority (seven to nine percent) reported negative effects on
i nvest ments, exports and business operations,” he said.

He al so said Ml aysi a does not expect "a nmassive outflow of funds" in
Sept ember when foreign investors can repatriate their noney w thout any
exit tax.

"There is no reason for foreign investors to repatriate their noney as
the econony is inproving and the stock market is growing in strength,” he
sai d.

However, there are still sone areas of concern such as the need to
i ncrease greater donestic denmand by both the public and private sectors, Dr
Sul ai man added.



To this end, he said conpanies should take advantage of the current |ow
interest rate regine to re-energi se their businesses as their cost of funds
will be very |ow -- BERNAVA
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