16/ 04/ 1999

US group: Business as usual (HL)

KUALA LUMPUR, Thurs. - A key US business group said today the jailing of
sacked former Deputy Prime M nister Datuk Seri Anwar |brahi mwas a

Mal aysi an i ssue and woul d not i medi ately harmthe country's business
envi ronment .

"The verdict is a Malaysian issue and still in play in the Ml aysian
courts as we understand it," Reuters quoted president of the Washi ngt on-
based US- Asean Busi ness Council| Ernest Bower as saying.

"Today we don't see it affecting the business environnment in Ml aysia,"
he said after talks with First Finance M nister Tun Dai m Zai nuddi n.

"We are here to underline our commitnent to Mal aysi a and we are | ooki ng
for trade and i nvestnment opportunities."

Bower, part of a 40-nmenber US del egation, was speaki ng at the end of
four days in Mal aysia tal king with Government and busi ness | eaders.

Dai mbriefed the group on Mal aysi a' s bank restructuring, economc
conditions and privatisation.

The two sides al so discussed efforts to speed up a tax treaty between
Mal aysi a and the United States.

Anwar was sentenced by the Hi gh Court here yesterday to six years' jail
The conviction triggered street cl ashes bet ween outraged Anwar supporters
and the police and drew a sharp rebuke fromthe United States and ot her
governnents and ri ghts groups.

Washi ngt on has harshly criticisedthe | egal action agai nst Anwar and
expressed i ndignation over his assault in police custody.

But the US busi ness group pl ayed down t he Washi ngt on- Kual a Lunpur row
and said ties renai ned good.

"I think sonetinmes the nmedi a has promul gated t he i nage Mal aysi a and t he
United States aren't getting along. But if youlook inthe streets, |
think we get along quite well," Bower said.

He sai d his business council remained bullish about Ml aysia's economi ¢
prospects and sai d the country was qui ckly recovering fromprol onged
regi onal financial crisis.

The group said the US was the top foreign investor in Malaysia in 1998.
Mal aysi a was the second-|argest US trading partner in Asean.

Meanwhi | e, Si ngapore's Business Tines reported that foreign funds have
begun returning to Mal aysia and the six-year jail terminposed on Anwar
wi Il not affect portfolio flows much in the mediumor |ong-term

Fund managers and brokers in the UK and Singapore said Anwar's sentence
yesterday may cause only a short-termpause, the newspaper reported.

"I n the past fewdays, | received enquiries fromthree fund nanagers who
want to invest in Malaysia again. In the nonth prior to that there were
seven, conmpared with zero a few nont hs back," a UK broker was quot ed as
sayi ng.

The report said before Anwar's sentence, brokers and fund managers had
observed a change in foreign sentinent towards Mal aysi a because Asiais
once agai n benefiting fromsurplus cash that is re-entering energing
mar ket s.

A London- based fund nanager told BT: "The weighting in Malaysia is
al nost zero for nost of us. Even though the market is not that cheap
following its rally, there's a desire to rai se exposure in a market that
was previously the second | argest in Sout heast Asia."

BT sai d gl obal custodi ans of share certificates reported to one London



br oker that Ml aysi a was experienci ng net capital inflows again.

If confirmed and that Mal aysia was reinstated in the Mrgan Stanl ey
Capi tal Index, fund managers will automatically reallocate fundsintheir
portfolio to Mal aysia, said London brokers.

"We are junping the gun with a two per cent weight in Ml aysi a,
research report by Deutsche Bank.

The bank bel i eved t he market woul d continue to rise because of declining
i nterest rates and nonetary expansi on.

Si ngapor e- based anal ysts and fund managers were nore concerned about the
heal th of Malaysian Prine Mnister Datuk Seri Dr Mahat hir Mhanmad and how
| ong he woul d continue to |l ead the country as well as the policies of his
deputy Dat uk Seri Abdul | ah Ahnad Badawi if he succeeds him said BT.
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