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Econom c fallout of second Gulf War will be felt |less: PM

Zainul Arifin
A US-led mlitary action against lraqg will likely affect global business
sentiment, but the inpact on the donestic econony is expected to be nuch
less following Malaysia's deliberate efforts to diversify the markets for
its products.

Prime Mnister Datuk Seri Dr Mahathir Mhamad said that if Ml aysia had
not made a conscious effort to seek new markets and gradually reduce its
dependence on the US, one of the major markets for the country's products,
t hi ngs woul d have been much worse.

Many econom sts have suggested that a war in the Gulf, which is |ooking
nmore likely with each day of Washington's posturing, could worsen the
al ready depressed busi ness environment and econom c sentinent in the
worl d's | argest econony, the effects of which would be felt far and wi de.

The US has | ong been a major trading partner of Ml aysia but of |ate,

Mal aysi a has been diversifying its export destinations, including
inmproving trade ties with fell ow Asean (Associ ati on of South-East Asian
Nati ons) states, West Asian (M ddl e Eastern) economes as well as energing
regi onal giant China.

"The inpact (of war) would not be as bad as it woul d have been had we
not changed directions,” Dr Mahathir, who is also the Finance Mnister,
said in an interviewwith New Straits Tinmes and Berita Harian at the
mnistry in Putrajaya on Mnday.

He said the likelihood of war is great, for Washi ngton seens determ ned
to get at lraqi President Saddam Hussein's adm nistration over allegations
of Baghdad's dabbling in weapons of mass destructions.

"I think the USwill go to war in lrag. If they can find an excuse, they
will. They are bent on having this war."

Exports to the US constitute alnost a fifth of Malaysia's total exports.
VWiile the ratio has not noved much since 2000, exports to Asean countries,
whi ch constitute about a quarter of total exports, and regional econom es
have been sl owy inching ahead.

For exanple, exports to China, excluding Hong Kong, have beenon a steady
rise. The Statistics Departnment indicated that China's share of Malaysia's
exports has grown from 3.08 per cent of the country's total exports in
2000 to 4.34 per cent in 2001 and 5.46 per cent for the first three
quarters of this year.

In fact, total exports to China for the first nine nonths of this year,

at RML4.36 billion, have surpassed the whole of |ast year's. Total exports
for January to Septenber were RW62.88 billion. Econom sts predict total
exports for the year to exceed |l ast year's RVRMB34,42 billion by at |east
10 per cent.

Local econom sts expect the nunmbers with China to inprove further,
especially with its entry into the Wrld Trade Organi sation.

The sane is expected of trade with Asean countries in conjunction wth
the Asean Free Trade Area, which is expected to kick off in earnest in the
new year.

"Today, our trade with Asean is very big. Qur trade with China and the
M ddl e East is also growi ng. The percentage of trade with the US is
growi ng | ess.”

The attenpt to diversify from being over-dependent on the US al so stens
fromthe fact that the country's econony i s weakening follow ng corporate
scandal s and a general ly depressed busi ness environment.



"I think the USwill face a lot of difficulties in the next few years
even if it does not go to war with Iraq," Dr Mhathir said.

There are nore bankruptcies in the US now, he said, with several major
corporations filing for protection against creditors. At the sane tine,
t hose who have not are not doing too well either.

For exanple, the airline, hotel, travel and services industries are all
suffering, he said.

"I'f you read today, nore people are beggi ng and unenpl oynent may even be
higher. So, I don't think the US can recover so soon."
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