29 JAN 2000
ABDULLAH RECOVER
GOVT LOOKI NG FORWARD TO CONTI NUED RECOVERY OF BANKS

KUALA LUMPUR, Jan 29 (Bernama) -- The governnent is |ooking forward to
a period of continued recovery of the country's financial institutions,
Deputy Prine Mnister Datuk Seri Abdullah Ahnmad Badawi said today.

He said, "The clean up of the banking sector is al nost conplete and
efforts to restructure conpanies continue to be carried out with the
obj ective of creating | eaner and nore profitable conpanies to | ead
Mal aysia's future growh."

Speaking at the official opening of Menara Al A here, he said the
econony had rebounded aggressively to post a turnaround | ast year with
official forecasts for |ast year maintained at 4.3 precent while other
estimates showed that the figure was closer to 5.0 percent.

"This shows that the optim sm generated by Ml aysia's econonic recovery
is set to continue into this year," he said.

Abdul | ah said the return of a strong and stabl e government during the
recent general elections had elimnated the need for foreign investors to
attach considerable poliical risk premuns to investnments in Ml aysia.

However, he said governnents must ensure that they attract the right
type of investors, nanely those who study a country's fundanmental s and
pl ace long-term strategic investnents.

He said,"We are not, for exanple, against foreigners taking positions
in the Kuala Lunpur Stock Exchange as is often suggested by certain
quarters."

In fact, Abdullah said the recent bull run in the KLSE, which saw the
Conposite Index rise by 260 percent since Ml aysia introduced sel ective
capital controls on Sept 1, 1998, had been driven by the return of foreign
portfolio investnments.

However, he hoped that these fund managers woul d from now undert ake
their market eval uati on based on facts and fundanental s of the Ml aysian
econony rather than on runours and unconfirned market runblings that did
not hi ng but depressed investor sentinent.

"While both local and foreign investors nust be cogni sant of rea
econom ¢ risks, they nmust al so be aware of specul ati ve novenents that may
lead to the ignition of herd mentality as seen during the run on Asian
currencies in 1997."

As far as fundanentals were concerned, Abdullah said Ml aysia had
presented itself as a safe and profitable destination for foreign
i nvest ors.

He said after a contraction of the country's GDP in 1998, the econony
had rebounded aggresively and its fixed exchange rate policy had allowed a
sustai ned increase in exports resulting in favourable current account and
external reserve |evels.

The current external reserves total RML17.6 billion or US$30.9 billion
which is sufficient to finance six nmonths of retained inports.

"l believe that the turnaround in our current account is sustainable
and | amconfident that it can remain above 7.0 percent of the GDP
t hroughout this year," Abdullah said.

In addition, he said inflation was in check and the country's interest
rates had been nmaintained at |evels conducive to business recovery.

At a press conference | ater, Abdullah, when asked on recent runours on
the prime minister's health which affected the stock nmarket, said the
peopl e should not listen to such things.



Abdul | ah said as soon as Dr Mahathir arrived in London after holidaying
in the Caribbean, he managed to speak to him (Dr Mahathir) regarding the
runours and had asked the prinme mnister to clear the air by neeting
Mal aysi an pressnen in the British capital.

Abdul | ah believed such runmours were spread by those who were unhappy
that the Mal aysi an econony and stock market were performng well.

"I don't know. The way they do it seemto show that they do not care
about the country's econony or whether other people were making | osses as
long as their intentions were nmet. And they too never tried to make an
effort to inprove the econony or the stock market," he added.

Abdul | ah urged Mal aysians not to believe in such runmours because if
anyt hing were to happen, the governnent would informthem -- BERNAVA
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