Malaysig making
.+ positive policy

. progress,
says IMF official

VISITING Internationd  Mone-
tarv Fund (IMF) officid vester-

warned that investors were
becoming increasingly dis-
cimingive of makes as risk
averseness roe, but ssid Ma
laysia was making positive
progress. .

There is now increased
discrimination, where c?ood
policy will be rewarded and bad
policy, punished,” Luis Valdi-
vieso, IMF’s Asia and Pacific
Divison chief, told reporters on
the sidelines of an economic

erence

Malaysia has had a rocky
relaionship. with the IMF and
previoudy' criticised some of the
aeencv's and the World Bank's
policies. It rejected IMF_ pres-
criptions  during the 1997-1998
regiond  financid  criss, instead
preferring home-grown reme-
dies, induding a US dollar peg
for its ringgit.

Vadvieo sad Maaysa was
taking the right steps to counter
the downcycle, with the Go-
vernment announcing a fiscal
deficit to pump-prime its eco-
nomy., and introducing reforms
to raise corporate governance
levels.

“Yes, it is positive. The
Government announced a
budget, that signals a deficit
next year, to pogtion itself for a
recovery next year - tha's the
right policy,” he said. “The

market aso vaues recent steps
to improve corporate gover-
nance.”

He added that Mdaysa could
afford to h‘gtep up spending g?
mitigete the negative impact
a globd dowdown.

“It has the macro-economics to
dlow that. Investors will only
invest in those places which do
th|_r(1jgs to hdp itsdf,” Vadivieso
sa

In last months budget for 2002,

Prime Miniger Datuk Seri Dr
Mahathir Mohamad  announced
a totd spending dlocaion of
RM10052 billion, 10 per cent
more than last year’s initial
proposal.

The Government was forced to
beef up its spending plans
during 2001 as the economy
worsened, though it has srug-
gled to spend the extra few
billion ringgit proposed. )

Malaysia, running a fifth
straight fisca deficit, nredicts
gross domedtic product (GDP)
growth of between 1 and 2 per
cent this year and 4 and 5 per
cent in 2002, both of which are
at the higher end of market
expectations.

A respected locd think-tank
the Malaysian Institute of
Economic Research (MIER),
yesterday forecast GDP to grow
0.3 per cent in 2001 and 3.2 per
cent in 2002. — Reuters
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