27/ 09/ 2002
FMM expects manufacturing to performbetter in 2002

Ham sah Hamid

THE Federation of Mal aysian Manufacturers (FMV) is confident the

manuf acturing sector will achieve the growh estimated in the recently
t abl ed Budget 2003.

Its president Tan Sri Zain Hashim anticipates the sector to record
stronger performance this year in both production and exports with the
expected recovery of the gl obal econony in the second half of the year

He said that although there are doubts on the timng of the US econom c
recovery, results fromthe FWMM second Quarterly CEO Survey on Busi ness
Per f ormance backs the manufacturing sector's buoyant outl ook

"Conpani es (survey respondents) were al so general |y upbeat about
prospects for the rest of the year, with inprovenents expected in industry
out | ook, sales, profits and costs of production,” he said at the opening
of the FMM sem nar on "Tax Incentives for the Manufacturing Sector” in
Pet al i ng Jaya yest erday.

Zain said the FMMis "confortable”™ with the forecast nmanufacturing
val ue- added growt h of 5.1 per cent this year. It also believes that the
manuf acturing export growh of 5.4 per cent is achieveable as economc
activities continue to show i nprovenent.

Manuf act uri ng val ue-added contracted 6.2 per cent |ast year, while
exports registered negative growth at -10.5 per cent.

Budget 2003, tabled by Prinme Mnister and Finance M nister Datuk Seri Dr
Mahat hi r Mohamad | ast Friday, anticipates the manufacturing sector to
contribute 30.4 per cent to overall growh in gross donestic product and
86.5 per cent share to the country's overall exports this year

For next year, the Budget expects manufacturing val ue-added to grow by
8.5 per cent and exports by 11.2 per cent.

Zain said the recently conpl eted FMM Survey shows inprovenents in
producti on vol une, donmestic and export sales, profits, enploynent and
i nvestnment for this year.

"For the first tine since the first quarter of |ast year, nore than half
of respondents registered increases in output,” he added.

After the significant inprovenent in donestic and export sales in the
second quarter, respondents expect further inprovenent in the third
quarter.

Capacity utilisation remained relatively high and is expected to inprove
further, with about two-thirds operating at nore than 70 per cent capacity
| evel .

Zain also said that the FMM wel cones the Governnment's neasures announced
in the Budget to transformthe econony to neet the chall enges of
t echnol ogi cal advancenents and increased conpetition from gl obalisation

He said Mal aysia's success will depend on the speed at which Ml aysi an
enterprises adapt and respond to gl obalisation and regi onal trade pacts
and groupi ngs.

Meanwhi | e, Deputy Finance M nister Datuk Chan Kong Choy said the
Governnment's policies had hel ped the sector.

The Government has introuced many measures to pronote investnment in new
manuf acturing capacities, especially in high val ue-added and hi gh-
technol ogy industries.

Chan reni nded the manufacturing sector to pay attention to the need to
nmove up the manufacturing val ue-added chain by focusing al so on
manuf act uri ng-rel ated servi ces.



"Whil e we have been excel |l ent manufacturers, Ml aysians continue to be
poor “marketers' of products.

"Rai si ng val ue- added by devel opi ng i ndi genous brandi ng and design as
wel | as expanding into the manufacturing-related support services will be
i ncreasingly inportant as nore | ow cost producers energe and we | ose out
on cost and quality advantages,” he said in a keynote address, which was
read by the Finance Mnistry's tax analysis division secretary Kanariah
Hussai n.
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