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Govt optimstic Malaysia will skirt recessionin @B

Mai sara | smai |

THE Gover nment renmai ns opti m stic about seei ng the econony avoi d slipping
into negative territory inthe third quarter, despite prognoses to the
contrary by private economi sts.

"There will be sonme positive growm h, maybe 0.5 per cent, maybe slightly
nore," Prinme Mnister Datuk Seri Dr Mahat hir Mhanad sai d.

He was speaking to reporters yesterday after opening the International
Wat er Associ ation (1WA) Conference on Water and Wast ewat er Managenent in
Devel opi ng Countries in Kuala Lunpur.

Sone econoni sts, when contacted, said a positive gross domestic growth
(CGDP) growth for the three nonths woul d be a surprise as the nunbers for
the quarter's first two nonths were not encouraging.

Trade, manufacturing sal es and the Industrial Production Index (I1Pl) all
showed signs of a further cooling of the economy, while consuner and
busi ness sentiment remains | ow, they said.

They bel i eve that the economy would contract in the third quarter,
possibly in the range of -2.5 to 1.0 per cent.

"Looking at the first figures so far, it is likely that growh for the
quarter will be negative, unless we see a big junp in the year-on-year
growth for Septenber," said DBS Bank seni or econoni st Wng Chee Seng.

"But at this point, the prospects for that are not good in the wake of
the Septenber 11 terrorist attacks (on the US)."

O her econoni sts, however, said the services sub-sectors, such as
utility, transport as well as finance and busi ness services, could spring
a surprise.

"Agrowmh inthe third quarter will nean a fairly large junp in the
servi ces sector. Construction may al so be bol stered by the punp-primng
nmeasures, " one said.

In the previous quarter, Ml aysia managed to avoi d contraction by
posting a 0.5 per cent GDP grow h.

A 6.7 per cent decline in the manufacturing sector was offset to a | arge
extent by a 6.1 per cent junp in the services sector which was fuelled by
robust tourismand retail activities, as well as a better than expected
performance in the finance, insurance, real -estate and busi ness services
sub- sector.

The servi ces sector makes up 55.9 per cent of the GDP, and nmanufacturing
31.4 per cent. They are neverthel ess cl osely |inked.

"It used to be that services were a supporting sector, but in April-
June, we coul d see a divergence with services taking the | ead,” said DBS
wong.

"W wer e expecting no inprovenent inthe third quarter, and a small one
if any in the fourth... we will just have to wait and see," sai d anot her
econonmi st .

Positive growth for July-Septenber will definitely be cheered by the
stock market, Wing said, adding that trading in the past days appeared to
show that investors have factored in the possibility of negative growh.

I n August, Mal aysia's trade surplus widened as the fall in exports was
out paced by a record 25 per cent decline in inports. Manufacturers were
saidto be bringinginlessinternediate materials in anticipation of
shri nki ng dermand.

Exports had remai ned anaemic, falling 18 per cent year-on-year in July-
August .



Li kewi se, the | Pl for August retreated fromthe gains made in July, by
3.5 per cent nmonth-on-nonth and 7.3 per cent year-on-year. And
manuf act uri ng sal es shrank 13.2 per cent in July-August.

Sl ower busi ness was al so beginning to be felt in the donestic sector as
wel | . According to the Mal aysi an Institute of Econom c Research, bothits
busi ness condi ti on i ndex and consuner sentinent i ndex had breached t he
threshol d that indicates bearish outl ook.
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