26 JUL 2001
MAHATHI R- WAFER
M SI AN FABRI CATED WAFER EXPORTS MAY REACH RWR2. 2 BLN ANNUALLY

KULIM July 26 (Bernama) -- Mal aysia can expect additional foreign
exchange earnings of RV.2 billion annually in the near future from exports
of fabricated wafers, Prime Mnister Datuk Seri Dr Mhathir Mhanmad said
t oday.

He said the figure could be reached once fabrication plants, 1st
Silicon in Kuching and Silterra here achi eved the opti mum production | evel.

It has been forecast that total worldw de sales for the sem conduct or
i ndustry would increase to RML, 075.4 billion (US$283 billion) by 2004, he
sai d when opening the Silterra Mal aysia Sdn Bhd, the RVMb.5 billion
sem condut or wafer fabrication facility at the KulimH -Tech Park here.

Even t hough Mal aysia was aware on the current gl obal slowdown in the
sem conductor market, the future of the sector was still bright, he said.

The governnent, he said, strongly encouraged Ml aysi an- owned or
Mal aysi an majority joint-venture conpanies to establish wafer fabrication
through strategic alliances with nmultinationals (M\Cs)

Dr Mahathir said the nove woul d enabl e Mal aysia to have better access
to wafer technol ogy.

The governnent, he said, was prepared to support such projects by
providing suitable tax and other non-fiscal incentives.

He sai d event hough six projects involving investments from
mul tinati onals were approved to produce seni condutor fabricated wafers,
only two -- 1st Silicon and Silterra -- had been i npl enent ed.

Bot h have been initiated and owned by governnent through its investnent
arm Khazanah Nasi onal Bhd, Bank Industri and the Sarawak state governnent.

"The government is fully aware anong the reasons why foreign M\Cs are
not inplementing their projects is the highly capital-intensive nature of
this industry with each one costing in excess of RVb billion, the |ong
gestation of these projects and also the high risk due to the cyclica
nature of the industry,"” he said.

The prime mnister said the production of fabricated wafers locally
woul d further support the existing sen conductor comnpanies which were
currently relying on inported wafers.

Waf er fabrication has been identified by the country's Second
Industrial Master Plan (1996-2005) as a strategic industry necessary to
sustain the future devel opment of the electronics industry in the country.

Dr Mahathir said the establishment of wafer fabrication facilities in
Mal aysi a woul d, anong others, attract other related industries and services
such as wafer slicing and polishing, fabless design houses and silicon
i ngot grow ng.

The sem conductor industry in Malaysia is the |eading sub-sector in the
country's electronics industry as it accounted for RMr1.1 billion or 33
percent of the country's total electronic exports for |ast year, he said.

Mal aysi a' s export of electronic products increased steadily from
RML79.4 billion in 1999 to RW12.3 billion |ast year

"Al though we are a major exporter of sem conductor devices, we are
still dependent on inported conponents especially sem conductor wafers
whi ch constitute about 70 percent of the cost of raw materials for
produci ng sem conductor devices,"” he said.

Dr Mahathir said inports of el ectronic conponent products increased
fromRML09.2 billion in 1999 to RML41.9 billion in 2000.

He said the devel opment of fabrication facilities also provided



enpl oyment for | arge pool of skilled and know edge- based workers as well as
a demand for various higher val ue-added services such as supply of pure
chemi cal s, pure gases and mai ntenance of high precision nachi nes and

equi prrent .

The openi ng of today's plant showed that Ml aysi ans were al ready
capabl e of undertaki ng production of a very sophisticated and high
technol ogy products that involve putting mllions of transistors on a
m crochip, the prine mnister said.

Speaki ng at a press conference later, Dr Mahathir called on Ml aysi an
engi neers now working at wafer fabrication facilities overseas to return
hore.

He believed that Mal aysian engineers working in fabrication facility in
Si ngapore woul d return hone foll owi ng the econom ¢ sl owdown in the
republic.

On his neeting with country's industrialists and manufacturers in Kual a
Lunpur yesterday, the prime mnister said he had advised themto seek new
markets foll owi ng the econom c downturn in Singapore.

Dr Mahathir also said the government was prepared to stop foreign
wor kers fromcomng into Mal aysia provided that |ocals were willing to take
| ower-pai d jobs. -- BERNAMA
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