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RMB. 25bn surpl us indicates pick-up in activities: SG

MALAYSI A's RMB. 25 billion trade surplus in April indicates a pick-up in
the country's econom c activities, says SG Enmergi ng Markets Equity

Resear ch.

And this was confirmed by the Statistics Departnment’'s prelimnary

figures for the nonth which showed a third consecutive nonth of increase
in the Industrial Production Index (IPl) to 153.2 points.

The departnent said in a rel ease yesterday that the rise was due to a

3.7 per cent growth posted by the manufacturing sector

Inits analysis of the month's external trade figures, SGattributed the
surplus to continued strong growth in exports and a pick-up in inports,
with the latter turning positive in ringgit terms for the first time since
I ast July.

The i nmport boost explains the slightly | ower trade surplus conpared to
March's RMB. 52 billion.

"Exports are | ooking good in US dollar terns and this heral ds strong
production, especially in electronics," SGsaid in the report which was
rel eased by the National Econom c Action Counci l

| nports of major electronic and electrical products are on the uptrend
with therm onic val ves and tubes registering a junp of 22.7 per cent year-
on-year and 6.8 per cent nonth-on-nmonth in US dollar terns, it said.

That of office machinery and automatic data processing products grew 7.8
per cent year-on-year and 10.4 per cent nonth-on-nonth.

Al though Prime M nister Datuk Seri Dr Mahat hir Mhamad had said the
country's first quarter gross domestic product was expected to contract by
1.5 per cent, it would still be a sharp turnaround fromthe negative 8.1
per cent growth during the | ast quarter of 1998.

"The current econonic environment of lowinflation and interest rates,

i nproved export and inport growth nunbers, higher manufacturing production
as well as higher |oan disbursenents should allow the second quarter to
grow by 2-3 per cent,"” SG said.

"We are particularly encouraged by the positive growh in inports in

both ringgit and US dollar terns - that April's consunption goods grew
2.53 per cent year-on-year, signalling the return of donestic demand,"” it
sai d.

Hi gher inports indicate that producers are replenishing stocks for
producti on, SG added.

It said thisisinline with the Malaysian Institute of Econom c
Research's recent Consuner Sentinment survey whi ch shows that consuners are
slowy turning optimstic in tandemw th the easing of both inflationary
pressures and interest rates.

In addition, a recent Federation of Ml aysi an Manufacturers survey had

i ndi cated that general manufacturing industry and conpany profitability
are expected to continue to inprove in April-June 1999, with a third of

t he respondents antici pati ng hi gher domestic and foreign orders, SG noted.
Meanwhi l e, the Statistics Departnment said April's IPl growmh was due
solely to the pick-up in the manufacturing sector since the m ning and
electricity sectors decel erated by 10.3 per cent and 0.2 per cent,
respectively.

The i ndex for the manufacturing sector was simlarly up for the third
consecutive nmonth to 163.3, from157.5 i n March.

It said that the month's IPl was 4.5 per cent higher than the 156.2



posted in the sane nonth of 1998.
For the first four nonths of the year, the IPl contracted at a | ower
rate of 1.2 per cent conmpared to 1.6 per cent in the correspondi ng period
of 1998.
In January-April, the manufacturing sector shrank 1.1 per cent, which
was an inprovenent over a contraction of 3 per cent for the same period a
year earlier.
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