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SI NGAPORE, WMarch 27 (Bernama) -- Ml aysi a's announcenment of a RVB
billion supplenentary fiscal package to sustain growh was well-received by
econom sts who viewed the nmeasures as positive to pre-enpt the inpact of a
further deterioration of the gl obal econony.

Prime Mnister, Datuk Seri Dr Mahathir Mhanmad had announced a nunber
of measures today saying that the sl owdown, especially in the United
States, was expected to have an adverse inpact on exports and growh
prospects.

G ven the expected deceleration in external demand, the governnent will
i ncrease fiscal stimulus, pronote consunption, reduce the property
over hang, continue the accommpdative nonetary policy, pronote financing of
smal | and medi um enterprises (SMES), pronote the services sector and
maintain the ringgit peg at RM3.8 to a US dol | ar

"I think these are all positive nmeasures. Boosting G oss Donestic
Product (GDP) by 1.1 percent in not inpossible given that the RM3 billion
injection into the econony is through infrastructure spending and specific
measures such as Enpl oyees' Provident Fund (EPF) cuts,” said Daniel Lian
Morgan Stanl ey Dean Wtter's econonist for Southeast Asia.

Dr Mahathir said the package woul d boost GDP by 1.1 percent and that
t he governnment would revise downwards its 7 percent forecast for this year
to five or four percent.

A two percent cut in workers' contribution to EPF to boost donestic
spendi ng woul d be inplemented fromApril 1 and changes would be nade to the
Foreign Investnment Conmittee (FIC) on foreign equity as well as property
and asset acquisition by foreigners.

Lian said the market sentinment was 5 percent growh for Ml aysia this
year after its 8.5 percent performance in 2000.

On efforts to boost the econony through infrastructure projects, Lian
said he favoured the building of nmore schools as announced by Dr Mahat hir
rat her than spending on "white el ephants.”

BNP Pari bas Peregrine regional econom st, Chan Kok Peng gave credit to
t he Mal aysi an government, saying the extra stimulus was a nove in the right
direction and a "strong signal” fromDr Mahathir to ensure that the
benefits trickle dowmn to the | ower incone groups.

"The package is very pre-enptive, it is the right policy nove to nip
things in the bud before the situation worsens. In a sense, it is to the
credit of the governnent to cone up with a plan at this stage and based on
their past policy noves, it should work," he said.

BNP expects Malaysia's GDP to hover around 5.4 percent this year

Concurring, an analyst with a foreign brokerage al so gave kudos to the
government for the "pro-active and quick response” to the sl owdown although
it would be pre-mature to gauge if consumer spending woul d pi ck up because
of the gl oony outl ook

"No ot her governnment in South-East Asia has cone up with a
suppl enentary budget so far for the sl omdown we are facing. The Ml aysi an
government had already surprised with a deficit instead of an anti ci pated
sur pl us budget |ast October, showi ng even then they were prepared for a
slowdown. This is going a step further," he said.

The anal yst said the package was to prevent growmh fromsliding to two
or three percent and not to keep GDP at a high level in view of the
prevailing gl obal climate.



Song Seng Win, regional econom st of G K Goh brokerage, agreed the
package woul d check the deterioration early in concurrence with the gl obal
sl owdown but he remained m xed if public spending woul d be boost ed.

"WIl the people spend? This is an issue of confidence and over the
| ast few nmonths, confidence has been affected because of job cuts and
uncertainty over the political and econom c outl ook," he said.

He said the EPF cuts would add an extra RM3 billion to RVMB.5 billion in
the hands of the public but felt that a | arge amount m ght be saved
i nst ead.

But Chan predicted consumer spendi ng should follow through despite the
nore difficult conditions.

Li an added: "There will always be a marginal inpact."

Mal aysi @' s Finance M nister, Tun Dai m Zai nuddi n had said he hoped
Mal aysi ans, who al ready had a high savings rate of 40 percent, would spend
to help lift the econony. -- BERNANVA
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