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Mal aysia is optimstic, says Daim

Carol yn Hong i n Shangha

MALAYSI A is optimistic of weathering the inpact of a United States
econom ¢ sl owdown because its economic fundanentals remain strong and it
has identified measures to cope with it.

Fi nance M ni ster Tun Dai m Zai nuddi n sai d yesterday that Ml aysi a was
confident of achieving a positive econonmic growth for this year despite
the inpact of a slow ng US economy and uncertainty of the recovery of the
Japanese econony.

"Qur econom c fundanentals remain strong and we have already identified
measures in coping with a US econony sl owdown i ncluding | owering the cost
of production, enhancing productivity as well as diversifying our sources
of exports," he said when neeting investors in China after opening
Maybank' s Shanghai, its first branch on nainl and Chi na.

Maybank Shanghai had begun operations on Dec 28 | ast year.

The US and Japan are Mal aysia's main markets, accounting for nearly 50
per cent of total exports.

On Tuesday, Prine Mnister Datuk Seri Dr Mahathir Mohamad had announced
a package of "pre-enptive neasures" to sustain the country's growh. The
growth rate for this year is expected to be between five and si x per cent,
| ower than the official forecast of seven per cent.

Dai msaid for the long and nediumterm Ml aysia will continue to aim
for a sustainable economc growth with lowinflation, full enploynent and
i mproved standard of |iving.

In addition, it will strive towards a healthy donestic financial and
external accounts position

"Al t hough we have been neticul ous and pragmatic in our preparations to
move ahead, we constantly rem nd ourselves that the world econonic
environnment i s undergoing rapid and dramati c changes, and we have to
prepare oursel ves.

"In this regard, we are seriously addressing the chall enges of
gl obalisation, liberalisation and the digital wave, in particular their
inplications for the nation's conpetitiveness," he said.

Qutlining Malaysia' s economc strategies to the investors present, Daim
said the country was in the final stages of fornulating the Third Qutline
Perspective Plan (2001 - 2010) and the nore detail ed Ei ghth Ml aysia Pl an
(2001 - 2005).

These pl ans, he said, would incorporate strategi es and programes to
pl ace Mal aysia's growth trajectory at a nore sustainable level in |ine
with the Vision 2020 target.

He said many foreign investors al ready consi der Ml aysia an excel |l ent
base for investnents in the Asean region, particularly with the
establi shnent of the Asean Free Trade Area and outcone of a nore |iberal
trading environment in the World Trade Organi sati on.

The country provided a wi de range of incentives including the Pioneer
Status, Investnent Tax al |l owance, Reinvestnent Allowance and incentives
for Hi gh Technol ogy i ndustri es.

There is also a tailor-nmade Pre-Packaged | ncentive for strategic
projects - heavy capital and high technol ogy i nvestnents with | ong
gestation periods which generate extensive |inkages, and have a
significant inmpact on the econony.

Dai m sai d al t hough the Mal aysi an response to the East Asian crisis had
created controversy, the stability that ensued facilitated the | owering of



interest rates without creating pressures on the ringgit.

"More inportantly, the stability and predictability facilitated the
revival of economic activities as well as financial and corporate
restructuring. There were no najor lay offs, no massive closure of
compani es and no social unrest,"” he said.

He added that the Ml aysi an econony has inproved and its growth rate had
pi cked up, due to sustained external demand and stronger aggregate
donesti ¢ demand.

Saying the nation's resilience to external shocks has inproved since the

crisis, Daimnoted that the external reserves rose to US$30.9 billion
(RML17.4 billion) at the end of 1999, equivalent to 5.9 nonths of retained
i mports.

This had declined to US$29.9 billion at the end of |last year (4.5 nonths
of retained inports), largely due to a narrow ng nerchandi se surplus
bal ance as growh in inports outpaced exports growth

He said Mal aysia had achi eved good progress in financial and corporate
sector restructuring. Banks have becone stronger, with non-performng
| oans noderating to 6.3 per cent (six-nmonth classification) froma peak of
11. 4 per cent in August 1998.

At the end of Novenber |ast year, NPLs acquired and nanaged by Danaharta
remai ned at RWMA7 billion, of which RM37 billion was renoved fromthe
banki ng system

Danaharta has al so conducted four property tenders invol ving 449
properties, and sold 325 properti es.

On its part, Dananodal has conpl eted the recapitalisation of 10 banking
institutions amounting to RW.59 billion, of which RVMB.7 billion renained
outstanding with the repaynment by sone banking institutions as at end
January.

The Corporate Debt Restructuring Conmittee has resolved 42 cases with
debts totalling RM27.3 billion as at end of |ast year, while 12 cases
worth RML2.1 billion remai n outstanding.

Dai m noted that the stock market performance has been | ackl ustre but
said this was inline with the declines in the regional bourses, in Dow
Jones and Nasdaq.

"The decline in the stock markets worldwide is largely attributed to
concerns regarding the inpact of a slow ng US econony," he said.
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