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Braci ng for tougher tinmes

I S THE Si ngapor e econony headed for troubled tines? Wre reports quoting
econom sts adopt the usual alarm st tone, suggesting that Sout h- East

Asi a's strongest and steadi est econonmy was succunbing to the effects of a
wor seni ng gl obal econony, to technical and to real recession. Coupled with
t he performance of the republic's dollar, which has just hit an 11-year

| ow, one can al nost snell panic in the air. The Si ngapore CGovernment has
lowered its forecast for the year's gross donestic product (GDP) to 0. 5-
1.5 per cent, from3.5-5.5 per cent earlier and 5-7 per cent at the start
of the year. The second quarter's GDP contracted 0.8 per cent and it was

t he second quarter of slowdown.

O her countries in the region are supposed to be scared sick, to brace
for even worse prospects. Wen the outl ook for such a solid econony is
pai nted bl ack, others seemingly stand little chance to do better. It is
difficult toignore such reports, though. After the | essons |earnt from
the Asian financial crisis, countries inthe region have becone ultra-
sensitive to bad news. Tal k of the US econom c sl omdown earlier this year,
for exanple, affected i nvestor sentinents throughout Sout h-East Asia and
beyond. The sl owi ng denand for el ectronic products in the US seens to have
hit Singapore industries very badly, causing the manufacturing sector in
the republic to slunp 6.6 per cent. O hers, including Mal aysi a, woul d have
been af fected too.

But must Singapore's performance necessarily hurt Ml aysia, Thail and,

I ndonesi a and t he ot her menbers of the Associ ati on of Sout h- East Asian
Nati ons? Wien t he baht was effectively devalued in July 1997, the

cont agi on ef fect was gradual yet certain, and of course devastating. Only
Mal aysi a and Si ngapore nanaged to stave off the worst of the i npact but
their economies reeled fromit nonethel ess. In the same manner

Si ngapore' s econom ¢ perfornmance can be a rough gauge for howthe ot her
economni es in Asean are doing. Gven its position as a centre for the
region's financial, trade and i nvestnent activities, Singapore' s well-
being is influential on intra-Asean trade and investnent. It is a
sinmplistic yet reasonabl e assunption to make that if Singapore is heading
downhill, sone of the economies in the region are already near the bottom
of the hill.

Mal aysi a wi || undoubt edly be affected by Si ngapore's di smal econom ¢
performance because it trades and does a | ot of business with its southern
nei ghbour. Mal aysia has also felt the effects of the global slowdown,
caused primarily by the US decel eration. Prinme M nister Datuk Seri Dr
Mahat hi r Mohanmad, who i s al so Finance M nister, hinted | ast nonth that the
second quarter GDP growt h m ght not be as good as expected and coul d be at
about the first quarter's |l evel, which was 3.2 per cent. Some econom sts
think April-June growth nmay be as lowas 1 per cent. After last year's 8.3
per cent growth, the outlook is rather gl oony.

But not as gl oony as Singapore's, probably. Ml aysia's biggest advantage
isthat it is not as dependent on el ectronics as its neighbour. O late,
the revival of the palmoil sector is giving the Mal aysi an econony a
boost. The commodity's price has strengthened to cl ose to RMBOO a t onne.
International reserves as at the end of June stood at RMLOO billion and
the ringgit i s not any under pressure. Both inflation and unenpl oynent are
bel ow 3 per cent. The country i s enjoying trade surpluses and t he econonic
recovery, although alittle dented, seens bent on conpleting its course.



It nust, neverthel ess, nanage percepti on and confi dence, especi ally anong
i nvestors and consumers. Spooky reports by the nedia, econom sts and
anal ysts, it has been proven, could be equal |y danagi ng i f not properly

count ered and managed.
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