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RMBb stinulus may see only RWB20m usage by year-end (HL)

Mai sara | smai |l ; Debra Moreira; Zaidi |shamlsmai
ONLY about RMB20 million of the RMB billion fiscal stinulus package
i ntroduced by the Government in April is expected to be di sbhursed by year-

end, with stringent bank rules, red tape and sl ower econom ¢ growt h al
seen as contributing to the fund' s lowutilisation rate.

By the end of this nonth, disbursements would total a quarter of the
al | ocated amount, or RW/50 million, with RV2OO m I lion having already been
rel eased, said an i ndustry source

Still, the construction sector can expect to see a flurry of activity in
the next fewnmonths as the authorities rush to step up the package's
utilisation, in response tothe Prine Mnister's conmments on Mnday,
anal ysts said.

Dat uk Seri Dr Mahat hir Mohamad had said that only RM20O million, or 6.67
per cent, of the allocation has been utilised so far, and greater efforts
woul d be needed i f the stinulus package is to have the intended inpact on
t he econony.

The RMB billion was in addition to the RM8.8 billion expenditure
approved under Budget 2001 and new projects identified for i mediate
i mpl enent ati on i ncl ude the single school session progranre (RM2 billion),
community coll eges (RMBOO nmillion), a university each in Perlis, Mlacca,
Pahang and Negri Senbilan (RML.6 billion), housing for Arned Forces
personnel (RVA00 million), and subsidies for oil pal mand rubber growers
(RMBOO million).

A flying squad was established by the Mnistry of Finance to fast-track
the projects, but the inplenmentation process is only now gat heri ng
nmoment um

It is understood that distribution of subsidies for small hol ders have
started while funds for the construction of quarters for Armed Forces
personnel are in the process of being di sbursed.

The education projects are however held up by lack of suitable sites to
bui | d new school s or extend exi sting ones.

However, Mal aysi an I nstitute of Econom c Research executive director Dr
Mohanmed Ariff Abdul Kareemsaidit is normal, for all countries, to see
spending pick up only towards the end of the year

"If you | ook at previous years' spending patterns, utilisation of funds
in Mal aysia usually started sl ow and then sl oWy pi cked up towards year-
end. "

Conpani es and organi sations |like to do things at the [ ast noment and
bunch up their activities late in the year, it seens, he said.

As such, any positive inpact on the econony fromthe stinulus package is
likely to be felt only next year, Mhaned Ariff added

Construction I ndustry Devel opnent Board (Cl DB) chi ef executive officer
Dat uk Abdul Rahman Abdul | ah neanwhi |l e said the strict rul es adopt ed by
banks are not hel pi ng.

"The econony is still not picking up and t he banks shoul d be speedi ng up
approval of applications for facilities, instead of naking it nore
difficult for contractors who urgently need noney to start their
projects," he said, when contacted by Busi ness Ti nes.

This i s because the | enders had probably learnt a costly | esson fromthe
previous recession in the m d-1980s.

Gover nnent - funded | ow and medi um cost housing and i nfrastructure
proj ects asi de, constructi on conpani es have continued to experience



difficult operating conditions, he said.

The overal | housing sector is faced with a glut, and "there i s not rmuch
we can do because denmand for new houses has renai ned depressed, despite
aggr essi ve home owner shi p canpai gns and adverti sements”.

Even i f the devel opers want to start a new project now, they cannot get
new fundi ng as their existing housing stocks are not novi ng, he added.

CI DB has 40,000 contractors on its register.

"The party is just beginning for the construction sector," said M DF
Sisma Securities in research note.

The rest of the RMB billion package will start to trickle down in the
second hal f and hel p boost constructi on conpany earnings, it said.

There was already a significant pick-up in activities in the sector in
the second quarter of 2001, when it posted a 3.2 per cent year-on-year
grow h conpared to a mere 0.9 per cent in the first three nonths of the
year, it added.

The Kual a Lunmpur Stock Exchange Construction | ndex cl osed about
unchanged at 168. 33 poi nts yesterday, after touching an i ntra-day hi gh of
169. 86. The benchmark Conposite | ndex di pped 2. 75 to 691. 47.

"For the nonent, there is unlikely to be any nmaj or novenent in the sub-
i ndex because nost investors are still keeping an eye on the earni ngs of
construction concerns, which do not | ook positive," an anal yst sai d.

"Dependi ng on the recovery of the US econony and external denand, the
Government may have to continue with its devel opnent expenditure programe
for Budget 2002 and to favour a lowinterest rate reginme," MDF Si sma
sai d.

If the enphasis is on socio-econoni ¢ devel opnent, smal |l er construction
conpani es nay benefit the nost, it added.
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