26/ 09/ 2001
I mpact of stinulus package likely to be felt next year

Ham sah Hami d; Zety Fazil ah Bahar uddin

THE effect of the punp-primng measures involving a RMA. 3 billion fisca
stimul us package announced by the Governnent yesterday can only be felt
next year, econom sts said.

The i nmpact can al so be seen if the package i s spent effectively and on
the right sector such as construction, so that it can spur other economc
activities, HLG Securities Sdn Bhd econom st Lee Hung Juei sai d.

"A construction project, for exanple, will increase demand for
construction materials and this can assi st the manufacturing sector. It
can al so help the transportation industry as well as other sub-sectors
thus creating | arger donestic demand, " Lee said when contacted by Business
Ti mes in Kual a Lunpur yesterday.

Prime Mnister Datuk Seri Dr Mahat hir Mohanmad announced the RWA. 3
billion fiscal stimulus package i n which nost of the all ocations shoul d be
spent within these three nonths.

In March, Dr Mahat hir had announced a RM3 billion fiscal stinmulus
package in addition to the RM8 billion Budget 2001 to counter the
negati ve effect of the US econoni c sl owdown. Qut of the RVMB billion
stimul us package announced in March, only RM20O m | lion has been
di sbur sed

The US accounted for 18.7 per cent of Malaysia's global trade, of which
37.7 per cent constituted rubber products, 31.6 per cent textiles and
clothing, 29.3 per cent optical and scientific products, 26.8 per cent
el ectrical and el ectronic products, 19 per cent wood products and 10.5 per
cent crude rubber products.

Lee sai d the Governnent shoul d not focus too nuch on huge construction
projects but on small devel opnents which require shorter time for
conpl etion, especially in the rural and sub-urban areas where the i npact
will be much faster.

Tan Sri Ramon Navar at nam a cor porat e advi ser and econoni st, shared the
sane sentinent, saying that much of the punp-prinmng neasures depend on
the focus of expenditure.

"If we inplenent projects with a high inmport content, then there will be
expendi ture | eakage fromthe econony,” he said.

Thus, he said, the Governnent nmust ensure that projects identifiedfor
i mpl ement ati on use | ow or zero inport content.

Econom sts al so believe that in the light of the current US econonic
sl owdown, it will be appropriate to inplenent the neasures to hel p cushion
any adverse inpacts and push forward growt h.

"We can't wait until the RMB billion stinulus package is fully utilised.
Preparations shoul d be nmade by now and t he Governnent has al ready done
it," Navaratnam said.

Meanwhi | e, t he Federati on of Mal aysi an Consuner Associ ati ons presi dent
Dat uk Hanmdan Adnan said the RVA. 3 billion stimulus package will hel p boost
consuners' confidence in the country.

Handan sai d t he current consuner confidence i s not encouraging due to
t he gl obal sl owdown which i s nade worse by the recent terrorist attacks in
the US.

"There is uncertainty... consunmers are very cauti ous.

"Consurer confidence will worsen if consuners anticipate war, but the
Governnment' s package has of fset it and consuners' expectations will be
positive," he told Business Tines.



At the press conference, Dr Mahathir said the package is ai med at
generating econonic activities and ensure a wi de distribution of benefits
to a | arge segnment of the popul ati on while generating optimal spin-off
effects on the econony.

Al t hough t he addi ti onal governnent expenditure will inprove consumer
confidence, Handan sai d consuners are still cautious in their spending
until they see a clear direction of their future incone.

He sai d current incone and future expectations are anong the strong
factors determ ning consuners' spending | evel .

Hamdan advi sed consumers to buy | ocally-nmade products as this wll
enhance t he domesti c econony.
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