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Econony expanded by 5.4pc in 1999

THE Mal aysi an econony expanded by 10.6 per cent in the fourth quarter to
push t he gross domestic product (GDP) growth rate for 1999 to 5.4 per
cent, significantly higher than nost had predicted.

"Clearly, the econony has recovered and the financial crisis has ended, "
Fi nance M ni ster Tun Dai m Zai nuddi n decl ared when re-tabling the Budget
2000 in Parliament yesterday.

Dai mhi nmsel f had estimated that GDP for 1999 woul d grow 4. 3 per cent
when he first tabled the budget |ast Cctober.

By then, the econony had registered spurts of 8.2 per cent inthe third
quarter and 4.1 per cent in the second quarter, after five consecutive
quarters of contraction

He is predicting that the economy will grow by 5.8 per cent this year
but Prime M nister Datuk Seri Dr Mahat hir Mohamad said his Finance
Mnister's estimate may be "conservative"

He did not disniss the possibility that Mal aysia may even returntoits
pre-crisis growmh levels of 8 per cent, given its remarkabl e turnaround
| ast year.

"It is possible (to register 8 per cent grow h) because you can see | ast
year, we predicted 1 per cent growth and then revised it to 4.3 per cent,
but we achi eved 5.4 per cent, which is a very good growth rate conpared
wi th other countries.

"I think only South Korea (anong other crisis-hit Asian countries) is
doing better than us," he told reporters at a press conference.

"However, one has to remenber that this year's growth will be agai nst
1999' s strong performance (unlike 1998' s negative growh).

I n his budget speech, Daimsaid the strong recovery in the fourth
quarter is supported by rapid expansion in output and export of
manuf act ured goods, in addition to recovery in the construction sector. At
the same tine, donestic demand is on the increase, bol stered by both
public and private expenditure.

For 1999, Malaysia's trade surplus amounted to RM72.3 billion, the
| argest ever recorded. As aresult, the current account of the nation's
bal ance of paynment rose to an estimated surplus of RMA7.4 billion.

Mal aysi a's external reserves as at February 24 2000 stood at US$33. 8
billion (US$1 = RM3.80), sufficient to finance 6.4 nonths of retained
imports. At the sanme tine, the rate of inflation declined fromb5.3 per
cent in 1998 to 2.8 per cent in 1999.

At the press conference, Dr Mahathir dismssed tal ks that Mal aysia's
inflationratewill riseintandemw th the higher growh rate for 1999.

"I don't think inflation will go up very nuch be cause in this country,
we noni tor the novenent of prices very closely. And we still have price
control over essential goods, which affect inflation npst."

Dai msaid with the i nproved econony and better financial perfornmance of
the corporate sector, the Kuala Lunpur Stock Exchange (KLSE) shoul d al so
continue to performwell.

"However, there are investors and anal ysts who continue to turn to the
West for indicators to gauge | ocal market performance. The performance of
t he KLSE shoul d be determ ned by devel opnents in the donestic econony and
t he performance of conpanies |isted on the KLSE, " he added.

Dai msai d Mal aysi a has al so successful |l y managed t he probl emof non-
perform ng | oans (NPLs), increased capital injectioninthe banking system



and encour aged corporate restructuring.

He said as at end-1999, Pengurusan Danaharta Nasi onal Bhd has taken over
NPLs amounting to RMA5.5 billion, of which RML7.6 billionis inthe fina
stages of being resol ved.

I n addi tion, Dananodal Nasional Bhd has injected a total of RM/.59
billioninto 10 banking institutions to date, while as of February 9 2000,
t he Cor porate Debt Restructuring Conmittee has recei ved 67 applications
i nvol ving total debts of RM36.3 billion (of which, 19 cases worth RML4. 1

billion have been resol ved).

Dai msai d Federal Governnent finances have al so i nproved, with the
shortfall in devel opnment expenditure reduced to 12.5 per cent in 1999 from
19.9 per cent the year before.

The Government al so recorded a smaller overall deficit of RW.5 billion,

or 3.4 per cent of gross national product (G\P), conpared with a deficit
of RML6.1 billion, or 6.1 per cent of GNP, estimated earlier.

Dai msai d the i nproved econoni c performance al so had a positive i npact
on the social sector as can be seen fromthe 3.7 per cent increase in
aver age househol d i ncone to RM2,480 in 1999 fromRM2, 392 i n 1998.

"As such, the poverty level declined from8.5 per cent to 6.9 per cent
during the period. The hardcore poverty level fell from1.9 per cent to
1.4 per cent. Furthernore, the rate of unenpl oynent declined from3. 2 per
cent to 3 per cent," he added.
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