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PM Unconventi onal neasures to nanage econormny

THE Governnment will continue to inplenent unconventional neasures which
have been proven to be successful and effective in nmanagi ng the econony,
says Prime M nister Datuk Seri Dr Mahat hir Mhamad when presenting the
2002 Budget yesterday.

He said while the ringgit peg will be maintained, the Government wll
continue to nonitor domestic and external devel opnents to ensure the val ue
of the currency is consistent with Ml aysia's nmacroeconon ¢ fundanent al s.

"Gven the volatility in foreign exchange nmarkets, the Government will
ensure that the ringgit exchange rate remains stable."

On the country's econom ¢ outl ook ami dst a gl obal econom ¢ sl owdown, Dr
Mahat hir sai d agai nst the nation's strong econonic fundanentals, its
econom ¢ prospects remai n encour agi ng.

Ext ernal reserves have stabilised at a higher Ievel of RML13.7 billion
(US$29.9 billion) as at Cct 15, enough to finance 4.7 nonths of retained
i mports.

The external trade bal ance recorded a surplus for 46 consecutive nonths
from Novenber 1999 to August this year while gross national savings is
still at a high level at one-third of GDP, said Dr Mahathir who is al so
Fi nance M ni ster.

He said the banking systemcontinues to strengthen with the risk-
wei ghted capital ratio at 12.6 per cent, above the international standard
of eight per cent.

And the |level of short-termdebt is lowat 5.2 per cent of GDP, while
the debt service ratio remai ns sustainable.

"Wth higher GDP growth, per capita incone is expected to increase by
4.7 per cent to RML3,962 in 2002 conpared to RML3,333 in 2001," said Dr
Mahat hi r.

"Wth inflation at a |l ow level, per capita inconme in ternms of purchasing
power, parity will increase by 5.1 per cent to US$9, 403 in 2002 from
US$8, 944 in 2001, reflecting the higher purchasing power of the rakyat."

The Prime M nister said despite the Governent's confidence that
Mal aysia's growm h targets can be achi eved gi ven such strong econom ¢
fundanental s, "we nmust redouble our efforts towards realising this
obj ecti ve.

"Qur experience during the recent financial crisis has shown that we can
successfully overconme the worst recessi on, when econonic growh contracted
by 7.4 per cent in 1998. The econony was able to rebound quickly in the
foll owi ng years, enabling us to achieve the average growth target of seven
per cent under the Second Qutline Perspective Plan," he said.

Dr Mahathir said the sl owdown in the gl obal econony occured when
Mal aysia was only into its first year of the Third Qutline Perspective
Pl an and t he Ei ghth Mal aysia Pl an, where both plans envi saged an aver age
annual growth rate of 7.5 per cent.

He added that now that growth for 2001 and 2002 are expected to be
| ower, efforts nust be redoubled to accelerate the growh for the
remai ni ng years of the Pl ans.
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