25/ 08/ 2001

Tougher time for econony

THE | atest econom c figures show that Ml aysia, |ike other countries in
the region, is facing tough tinmes as a result of the slowdown in the US
econony. But the good news is that the situation is not as bad as feared
and the Government is doing everything possible to cushion the inpact of
the US downturn which is nore prolonged and serious than antici pated

However, we have to be realistic and brace for a tougher econonic
envi ronment given the uncertainty in the US and the other mmjor econom es,
particularly with Japan still grappling with its econom c and financia
restructuring. The earlier forecast of a five to six per cent growh rate
is now considered too optimstic and this has got to be revised to take
account of the prevailing econom c conditions. Bank Negara Governor Tan
Sri Dr Zeti Akhtar Aziz has given notice that this revision will be
announced at the 2002 Budget in Cctober. The Ml aysian Institute of
Econoni ¢ Research had already revised its forecast of a four per cent
growth rate to 2.2 per cent.

The Prime M nister Datuk Seri Dr Mahathir Mhamad has said that the
country could still achieve a growth rate of two to three per cent this
year, despite the economc uncertainty in the US and other countries. But
Dr Mahathir has again called for the people to work very hard. Ml aysi ans
shoul d be committed to work hard at all tinmes if we are to achieve
devel oped nation status but hard work is expecially crucial if we are to
successfully overcone the chall enges of an econom ¢ sl owdown. The econom ¢
nunbers for the second quarter of this year, despite not neeting all the
earlier expectations, should provide grounds for sonme confort and
confi dence that the Ml aysi an econony continues to be strong. For the
second quarter, Malaysia still managed to record a growh of 0.5 per cent
whi ch together with the 3.1 per cent expansion in the first quarter,
resulted in the country recording a growh rate of 1.8 per cent in the
first six nmonths of this year. What we nust remnmind ourselves is that the
Mal aysi an econony is still growi ng, although at a | ower rate than forecast
earlier. And we are not in recession. Just because our nei ghbour Singapore
is in technical recession, this does not necessarily mean we will foll ow
suit as sone pessimstic financial analysts have anticipated. Even though
Mal aysia is a | eadi ng exporter of manufactured goods and a substanti al
portion of our manufactured exports conprise electronic products which
have been hit by the US econonic sl owdown, Ml aysia' s econony is broad
based and we have ot her sectors which can offset the downturn in the
el ectronic sector. The second quarter figures have borne this out, wth
t he construction, services, agriculture and m ning sectors showi ng growth
of between 0.7 per cent and 6.1 per cent although manufacturing,
especially with the el ectronic sector affected by the US-|ed gl oba
sl omdown, contracted by 6.7 per cent. There is a al so an encouragi hg sign
in the area of foreign direct investnent which is re-assuring in view of
the i mense conpetition for funds. The net inflow of FDI rose to RV. 4
billion in the second quarter conpared to RML.6 billion in the previous
period. But we nmust not rest on our past successes. It nmust be recognised
that the FDI flow into Ml aysia could have been nmuch higher if there had
been no conpetition from China. W nust work even harder to build on our
strengths and rectify any weaknesses to enhance the FDI infl ow,
particularly fromthe US and ot her advanced countries because of the
technol ogy that their investors bring into the country.
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