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For gi ng ahead despite uncertainties
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TRI BUTES have been pouring in even before the central bank declared a
heal t hy econoni c showi ng for the country during the second quarter of the
year.

In the aftermath of the Sept 11 terrorist attacks in the US, there were
fears of whether the country would slip into a recession but a strong
consunption growh allayed these fears, placing the econony well on track
wi th an expansi on of 3.8 per cent.

Wth this nomentum the second half of the year can see further growh
and the full-year gromh of 3.5 per cent surpassed.

Bank Negara Ml aysia governor Tan Sri Dr Zeti Akhtar Aziz said the G oss
Donestic Product forecast woul d be revised.

This is even in the event that there is a significantly slower growth in
the external environment as the risk of a US recovery setback persists.

Low interest rates resulting in higher private consunption, which junped
5.6 per cent froma year earlier, energed as a nmajor growth inpetus during
t he peri od.

The CGovernnent has al so stepped up its spending, which surged 15.4 per
cent owing to fiscal expansion and public servants' salary adjustnents.

Prine Mnister Datuk Seri Dr Mahathir Mhanmad, who is al so Fi nance
M nister, alluded to the success as a national victory, saying he was just
one of many in the team and di sm ssed suggestions that it was his
prescription which pulled the country around.

Hs reply to the good showi ng was sinple, "W silenced the critics", in
reference to the efforts taken by the Governnent to tackle the effects of
the 1997 regional financial crisis.

The donestic econony has undeni ably becone a nmajor contributor to
gr owt h.

The manufacturing sector's performance offered good news, having turned
around after contracting for four consecutive quarters, and registering a
grom h of 5.6 per cent in the quarter

The uptrend in | oans approved and di sbursed by the banking systemin the
second quarter is expected to continue throughout the second half of the
year in line with the i nproved econom c activities.

In the last quarter, |oan applications and approvals hit their highest
| evel since the third quarter of 2000.

Loan repaynents al so surged by 13.2 per cent to RML00.1 billion in the
second quarter this year fromRWB8.4 billion in the previous quarter

Zeti said the lowinterest rates continued to attract a hi gher demand
for bank credit by the household sector, mainly for nortgage and car
| oans.

Lending to the property sector now represents about 19 per cent of the
total |oans, while another 11 per cent is nmade up of car | oans.

In the corporate sector, financing for businesses was al so sustai ned,
wi th continued high disbursenments for the manufacturing; whol esal e,
retail, restaurants and hotels; and transport, storage and communication
sectors.

However, corporations continued to reduce their exposure to the banking
sector as part of the debt restructuring exercise, which had al so resulted
in loan repaynents by busi nesses going up during the period.

Nevert hel ess, inproved econom c prospects continued to generate interest
for new bank borrow ngs by the private sector



The good showi ng coul d not have been at a better tinme as interest rates
were low, there was anple liquidity and a strengthened banki ng system
Wth fundanentals remaining strong and with a strong fiscal policy, the

econony has been well insulated fromthe worst effects of the gl oba
sl owdown.

The Corporate Debt Restructuring Conmittee has closed its four-year-old
operations after conpleting the reorgani sation of RW5.8 billion of

overdue corporate debt.

Bad debt agency Pengurusan Danaharta Nasional Bhd will nonitor the
remai ni ng debt restructuring schenes.

During its active four years, it resolved 57 accounts with debts
totalling RWM5.8 billion. Two other accounts are yet to be resol ved.

Mar ket wat chers have conmended t he national debt restructuring vehicle
for its role in nopping up the country's corporate debts and restoring
confidence in the banking system

The di sbanding of the CDRC reflects a significant reduction of risk in
t he banking systemin relieving the burden of recovering non-performng
loans. This is inmportant for the econony to forge ahead.

The banki ng sector has been reformed, far nore conprehensively and
qui ckly than in any nei ghbouring economi es, including those that had no
choice but to submit to the International Mnetary Fund.

The CDRC wi th Danaharta and recapitalisation agency Dananodal Nasi ona
Bhd were created in July 1998 to help rehabilitate debt-ridden conpanies
in the wake of the Asian financial crisis.

However, Malaysia, as with other nations, has to continue to face the
chal | enge of rebuilding investor confidence.

The capital market authorities have nmade it clear that there will be no
let-up in efforts to inprove the | evel of corporate governance in the
country, which woul d enhance investor confidence.

Recent | y-formed Conpani es Conm ssion of Ml aysia, which warns firns of
t ougher action for conpanies that do not conply with the |laws and
regul ations, is a good direction to head for devel opi ng corporate
gover nance.

The Enron debacl e and woes of WorldComInc were not due to accounting
fraud as of poor corporate governance, which Ml aysia can attest proudly
that it is ahead of the US

The Kual a Lunmpur Stock Exchange and Pri cewat er houseCoopers are
conducting a survey on corporate governance to gauge perception and
expections of the level in the country.

It is an inportant aspect considering that there are conpani es pl aced
under Practice Note 4 sector of the |ocal bourse which need a good | evel
of corporate governance in their operations.

The Securities Conmission is firmabout the status of Practice Note 4
conpani es and has conpelled the affected conpanies to put together a
restructuring schene soon or face the possibility of delisting.

PN4 conpani es have until Dec 31 to restructure their conpanies.

As of last nonth, 48 of the 88 conpanies, classified by the KLSE under
PN4 before Dec 31 2001 have either failed to make a requisite announcenent
on their restructuring plans or have yet to submt proposals to be
approved by the regul ators.

They were required to do so before today.

Mar ket researchers have predicted that donestic-oriented industries are
expected to lead the next rally on the | ocal bourse, what with the weak
gl obal economi c outl ook

Wth uncertainties in the USin the wake of a string of corporate
scandal s, investors' attention may be diverted to donmestic sectors and
this will benefit selected tel econmunications, infrastructure and consuner



st ocks.

The trends are there and the listing of Plus Expressway Bhd in July was
one of the nost active, with it energing as the seventh | argest conpany
listed on the exchange with a market capitalisation of RML2.45 billion
This places it just behind Maxis Conmuni cati ons Bhd's RML2.99 billion

The revanped Mal aysia Airlines, which unveiled a restructuring plan to
resolve its financial problens, will be in a good position to take
advant age of the recovery in global air travel which was hurt by the Sept
11 attacks in the US

Despite the slunp in global air travel, some conpani es have taken the
dare like Tune Air Sdn Bhd, which went ahead and t ook over | oss-naking
carrier AirAsia, introducing it as a budget carrier. This nmeans |low fare
and no-frills (by slashing its donestic fares by nore than 50 per cent
than those charged by MAS)

In the industrial sector, some have taken major strides |ike Petronas
Dagangan Bhd, the retail investnent arm of Petronas, which nmanaged to
overtake Shell as the market |eader in the petroleumretail sector
busi ness.

This is after venturing into the business for just 20 years.

The plantation sector is expected to continue with the strong
performance it recorded during the first six nonths of the year, based on
shrinking supply and growi ng demand from overseas. Pal moil exports to the
Eur opean Uni on surged 54 per cent |ast year conpared with the previous
year.

Wth the Budget 2003 focused on Pronmoting a Dynamic and Resilient
Private Sector (to be tabled in Parlianent in Septenber), the private
sector can be expected to play a nore active role as the prime nover in
t he econony.

* The witer can be contacted at rupabanerji @stp.com ny
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