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THE Malaysian Institute ofEco- 
nomic Research (Mier) cut its 
forecast for Malaysia’s 2002 eco- 
nomic growth yesterday amid 
fears of a Gulf war, the US slow- 
down and weak financial mar- 
kets. 

The country’s top independent 
think-tank said the growth fore- 
cast for this year has been re- 
vised to 4 per cent from 4.5 per 
cent earlier. But it forecast the 
gross domestic product (GDP) to 
accelerate to 5.7 per cent growth 
for next year. 

“However, the increasing un- 
certainty related to the slowing 
down of the US economy, port 
closures in the US, weak finan- 
cial markets and the rising risk 
of war with Iraq will all pose a 
threat to Malaysia’s GDP 
growth in the near term,” Mier 
said in its economic outlook for 
the third quarter 

The Government said last 
month that the economy could 
grow by between 4 and 5 per 
cent this year and between 6 and 
6.5 per cent next year. 

Mier put GDP growth in the 
third quarter at an estimated 5 
per cent or more. It said that 
even if GDP failed to grow in the 
fourth quarter, it would still 
show growth on a year-on-year 
basis owing to statistical base 
c~ffi‘cts. 

Mier’s Business Confidence 
Index dropped to 49.9 points in 
the third quarter from 57.5 in 
the sc~nd. pointing to “a pos- 
sible loss of momentum in eco- 
nomic activity in the months 
ahead”. 

The Consumer Sentiments In- 
dex proved far more resilient, 
slipping only 0.1 point to 108.9 
in the third quarter. 

Next year’s current account 
surplus was seen dropping to 
RM16.1 billion from the RM21.1 
billion expected this year as im- 
ports were seen rising faster 
than exports. ,.’ 
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ed economy, and electrical and 
electronic products make up 
nearly 60 per cent of its total 
exports. The US is Malaysia’s 
largest trading partner, buying 
one-fifth of its exports annu- 
ally. 

The independent think-tank 
also forecast inflation at 1.9 per 
cent in 2002 and 2.5 per cent in 
2003. 

Mier said it saw a “lessening 
need” for an interest rate cut in 
Malaysia, where commercial 
banks’ base lending rates are 
around 6.39 per cent. 

“Although overall loans 
growth is weak, the growth in 
household loans, cars and hous- 
ing is still good, lessening the 
need for a rate cut,” it said. 

“The effectiveness of another 
rate cut is also doubtful,” it 
said. 

The think-tank also said that 
negative pressures on the ring- 

& peg had dissipated and con- 
cerns about dwindling foreign 
direct investment inflows were 
offset by the country’s strong 
external balances. 

Mier said a rise in the level of 
interest-free reserves that 
banks are required to place 
with the central bank was un- 
likely. 

Prime Minister datuk Seri 
Dr Mahathir Mohamad had 
warned banks to lend out more 
or risk having their statutory 
reserves requirement levels 
raised - a move that could 
squeeze lenders’ profit mar- 
gins. 

. 

“Although news of a possible 
rise in the statutory reserves 
requirement was hotly debat- 
ed, this was highly unlikely to 
happen given the increased 
risks that the Malaysian econ- 
omy will feel the heat from a 
global slowdown,” Mier said. - 
Reuters 
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