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Pick-up in local sectors to bol ster econony

M chael Sun

DESPI TE t he i npact of weaker US demand for locally manufactured el ectronic
and el ectrical products, other Ml aysian manufactured goods are set to
performon diversified demand fromthe expected pick-up in the
construction, mning, services and agriculture sectors.

Affin-UOB Securities Sdn Bhd's chi ef econom st Suhaim Ilias, who said
this in an interview in Kuala Lunmpur recently, added that the issue was
whet her the weak demand for the el ectronic and el ectrical products would
drag the entire econony into a recession.

Prime Mnister Datuk Seri Dr Mahathir Mhamad had | ast week indicated a
slightly inproved econonic perfornmance for the third quarter of this year

Suhaim said: "The Governnent is of the viewthat a recessi on woul d not
happen as the Ml aysi an econony is well diversified.

"Domestic manufacturing performance is still expected to be sangui ne on
positive leads fromthe agriculture, nmning and services sectors which are
expected to pull up the Ml aysi an econony.

"The construction sector had been slated to pick up in the second hal f
of the year as Governnent-awarded projects fromthe first half year
translate into activities. This will positively spill over into rel ated
manuf acturing activities for cenent, concrete piles, bricks, glass and
tiles."”

Suhai mi added that while cultivating oil pal mwas an agricul tural
activity, the act of processing crude palmoil and its derivatives was a
manuf acturing activity.

He views Mal aysia's exposure to the electronics industry to be
relatively limted when conpared to Singapore's exposure.

"About half of Singapore's manufacturing output is in electronic and
electrical itens whereas in Malaysia, it constitutes about 30 per cent.
Hence, the inpact of the downturn in the US technol ogy sector is |ess
severe on Mal aysi a. "

He expects the nation's gross donestic product (GDP) growth for the
second quarter to slowto about 1.5 per cent conpared to the first
quarter's 3.2 per cent.

"GDP gromh is expected to pick up in the second half year to between
2.5 and three per cent, largely on the pick up in perfornmance of the
construction sector. Gowh in the mning, agriculture and services
sectors is perceived to remain positive.

"Therefore, real GDP growth for 2001 is expected to be at about 2.5 per
cent and which is down from8.3 per cent last year. But it is still a
sl omdown and not a recession."

I slami ¢ fund manager Metrowangsa Asset Managenent Sdn Bhd's head of
research Nazai ful Affendi said that Ml aysia might recover in the third
quarter but GDP growth numbers would still be weak.

But fiscal neasures in the later part of this year may boost perfornance
of the econony.
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