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RM3b package to pre-enpt inmpact of US sl owdown (HL)

Zainul Arifin
THE Governnent yesterday unveiled a RM3 billion fiscal stinulus package
designed to pre-enpt the inpact of a slowdown in the US econony.

Rem ni scent of a suppl enentary budget, it includes neasures to pronote
private consunption, tackle the country's property supply overhang, and
hasten the i npl enentati on of soci o-econom ¢ and infrastructure projects.

An annual |oans growth target of 8 per cent is also set for the banks,
conmpared to the industry average of 5.4 per cent |ast year; while foreign
i nvestnent policy guidelines will be finetuned to draw nore capital
i nflows, details of which will be announced "soon"

In addition, small and medi um si zed enterprises' access to funds will be
eased, and the services sector, including tourismand the w der use of the
airports and ports, will be pronoted.

And the ringgit peg at RM3.80 to the US dollar, which was introduced in
1998, will be maintained to ensure econonic stability and continuity,
Prime Mnister Datuk Seri Dr Mahathir Mhamad said in Parlianent after
announci ng the sti mul us.

The Governnent al so | eaves open the possibility of bringing forward
projects slated under the Ei ghth Mal aysia Plan (2001-2005) if the sl owdown
inthe US is even sharper

The US, the world's | argest econony and Mal aysia's | eadi ng trading
partner, has slowed significantly in the past nonths after a decade of
rapid growth, the inpact of which is being felt globally.

The package, which is in addition to the RM8.8 billion fiscal stinulus
approved under Budget 2001 announced | ast Cctober, is expected to expand
gross donestic product (GDP) by 1.1 percentage points.

Wth the US econony having sl owed much nore than anticipated, the
Governnent may now revi se downwards the GDP forecast for this year to 5 or
even 4 per cent, fromthe 5.8 per cent expected earlier (which itself was
a revision from?7 per cent), the Prime Mnister said.

Bank Negara Ml aysi a may announce the new CGDP forecast for the year
t oday.

Even in this worst-case scenari o, Ml aysia would still outperform nost
ot her countries. The GDP grew an estinmated 8.5 per cent in 2000.

Dr Mahathir al so gave the assurance that nonetary policy will remain
"accomodative" to ensure that the private sector has sufficient access to
funds.

However, at a press conference |later, he said there may not be any need

at the nonment for interest rates to fall |ower than they are now.
Specul ation had been rife that | ending rates woul d be | owered.
The bulk of the RVMB billion package is expected to go to soci o-economc

and infrastructure projects, ranging fromthe building of schools to the
revival of Bakun hydroel ectric project and boosting of port operations.

As for the inplenentati on of the package, the Government has enpowered
m ni stries and agencies to approve sone of allocations on their own. It
has al so set up a "Flying Squad" that will haul up errant agencies which
del ay the inplenentation of projects.

Econom sts and anal ysts contacted by Busi ness Tines wel coned t he
package, but warned that inplenmentation holds the key to achieving the
i ntended results.

They al so noted that the neasures nust be recogni sed for what they are,
a short-termresponse to a specific devel opnent, that is the sl owdown in



t he US econony.

For the |l onger term Malaysia has to continue to work on its
conpetitiveness anid an increasingly chall enging gl obal econonmnic
envi ronnent.
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