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The dark and the light of it

P.Y. Chin
| F you had gone to the major shopping conplexes in the Klang Valley the
day after Hari Raya - Saturday |last week - like |I did, you would have

noti ced sonet hi ng remnmarkabl e.

Not only woul d you have been caught in the massive traffic janms all over
town that day but never would you have seen such a situation in the |ast
year or two: shopping conpl exes were packed with peopl el

Not only that, people were actually buying and there were | ong queues at
the cash counters. The cash registers were ringing al nost non-stop for
hours on end.

Are happy days here again? Are the people really taking their hard
earned savings fromthe banks or under their pillows and spending it?

O, as sone pessimstic pundits would say, it was just a blip, nothing
nore. They would say that |ast weekend was a |ong holiday where nost, if
not all, would have stayed away fromthe office.

These people would be bringing their famlies to the shoppi ng conpl exes
for a convenient "holiday".

True, nost of the people | saw were with fanmlies in tow, some with many
children, while others appeared to be couples with their elderly parents.

But they were not wi ndow shopping. They were actually shoppi ng, and nost
wer e paying cash for their purchases rather than cranking the plastic.

Even Prime Mnister Datuk Seri Dr Mahathir Mhamad said that Saturday,
whi ch was reported in all Sunday newspapers: "Fortunately for us, people
are still spending noney."

The patrons at the shopping conpl exes were doing just that.

Last Monday, The Malay Mail did a street poll. Anmong the nmany
interviewed, it quoted a person from Pantai Dal am Kuala Lumpur: "Peopl e
i n supermarkets these days are really buying and not just w ndow shopping.
They were w ndow shopping a lot |ast year, but not anynore.™

A supermar ket enpl oyee from Jalan Tun Sanmbant han, Kual a Lunpur, was
guoted as saying: "I find that people are spending a | ot nore now conpared
to the previous nonths."

True, these few weeks and the next few make up the festive period,
starting fromHari Raya to Christmas and the New Year. And on Feb 1, the
Chinese will be cel ebrating New Year

Econoni sts and anal ysts should be waiting eagerly for the retail figures
for this period, to see how good it has been, as well as the figures for
January to see whether a trend has started, or whether it is just a blip.

Undoubt edl y what happened, and what wi |l probably be happening for the
com ng Christmas week and next nmonth before Chinese New Year will reflect
a set of good retail figures.

Though, of course, only the figures for Hari Raya and Christmas wl|l
feature in the calculation of the all-inportant gross donestic product
(CGDP) figure for this year's |last quarter

Even sone of the latest statistics for October rel eased by the
Statistics Departnent recently turned out to be nore favourable than many
expect ed.

Cct ober exports were higher than expected, and were hi gher than
Septenber's. This should add favourably to the GDP fi gures.

As nentioned in this colum |ast week, sone anal ysts were maintaining
their forecast of the overall GDP growth for the last quarter at 5.8 to
Si X per cent.



It looks like it is possible the figures are within reach, and naybe,
just maybe, they could exceed six per cent.

At 5.8 per cent for the last quarter, this works out to 4.1 per cent for
t he whol e year, and at six per cent, it would be 4.15 per cent. Bank
Negara predicted an overall GDP growh of between four and five per cent
this year.

The monentumis there, the only question is whether it can be sustained
till the end of the year. Unfortunately, the nomentumcane a bit late -
only in Decenber.

Had it come in Cctober or even last nonth, the GDP for the whol e year
woul d | ook better, at a confortable margin above four per cent.

From prelimnary observations and after talking with many people, it
| ooks |ike the nomentum can be maintained till year's end, and beyond.

Gover nment servants spending their one-nmonth bonus are helping to
mai ntai n the nmonentum

A part of the forces generating the nomentum can be found in the pent-up
demand t hat has been bottled up for an over-extended period.

For the | ast year or two, consuners have been saving so nmuch so that the
banki ng systemis bloated with [iquidity.

According to the Cctober statistics fromBank Negara, the nmonthly change
i n deposits anong individuals was the hi ghest anmong the various types of
deposit hol ders.

For individuals, the nonthly change in deposits for Cctober was RML. 869
billion, slightly higher than the RML. 767 billion held by business
enterpri ses.

An interesting feature for individuals was that in Septenber the nonthly
change was only RML72 mllion

So, are the good tinmes here again? Or as one newspaper erroneously
reported that the International Mnetary Fund (IMF) said in its |atest
report on Mal aysia that "boomtinmes are ahead"

The I MF did release a report card on Mal aysia's econom ¢ heal th, where
it supported many of the fiscal and nonetary policies that Ml aysia is
undertaking to weat her the effects of the global econom c sl owdown.

VWil e saying that the Mal aysi an econony "is entering a recovery phase"
the report also commented that |lots nore steps would still need to be
taken as well as to be on the alert for dramatic changes in the econonic
envi ronnent .

It mentioned particularly that Ml aysia should | ook into adopting a
fl exi bl e exchange rate, noving away fromthe present fixed US dollar-
ringgit peg.

At the same time, the I MF underscored the inportance of pronoting
greater flexibility in | abour and factor markets, and the need for an
i nvestment regine that would hel p maintain direct foreign investnent
i nfl ows.

Among the good news is one black spot, which newspapers gave no
i ndi cations of, and which should be a matter of concern - consuners are
now getting nore into debt.

This situation could be gleaned fromthree areas:

* Credit card: The amount owi ng for Cctober was the highest for the
whol e of this year. Statistics fromBank Negara showed that the six-nonth
overdue bal ance was RW59 nmillion

Though these figure hardly match that of the heydays of 1998 just after
the Asian financial crisis when such debts ballooned to RWM17 nmillion, the
trend is causing concern as it has been rising since January this year

The figure showed, first, that many of the 3.49 nmillion cardhol ders (at
the end of Cctober) are unable to repay their debts, and, secondly, many
are also using their cards far nore extensively.



On another level, the RM59 million is 2.96 per cent of the total anmpunt
of RMB.775 billion for October, which has risen from Septenber’'s figure of
2.81 per cent (of the total of RMB.82 billion).

* Qut standi ng bank | oans: Consumer | oans that are still outstandi ng have
i ncreased.
In Cctober, the total | oans outstanding increased by RML.9 billion, the

bul k of which was "retail-driven for the purchase of residential property
and passenger cars".

Conpar atively, |oans outstanding for the business sector declined in
Cctober as a result of "higher repaynents”.

Thi s means consuners are borrowing nore for personal use while
busi nesses are cutting back on borrow ngs.

If this trend continues into Novenber and Decenber and beyond, then
consumers in general are heading for trouble, as their debts pile up and
repaynents becone nore difficult.

The inevitable: Many individuals woul d be headi ng towards bankruptcy. It
is fortunate that banks and financial institutions seemto be hol di ng back
on taking stronger actions against |oan defaulters, judging fromthe fact
t hat newspapers these days are not flooded with notices of bankruptcies.
Not yet.

* Loan sharks: There are many cases of |oan sharks harassi ng borrowers
who refuse or cannot repay and, in sone cases, resulting in suicide or
attenpted suicide

The present hue and cry over |oan sharks is a clear sign that consuners
coul d have been caught in the vicious debt cycle. Such a scenario is seen
only in bad and troubled tines, as in the recession of the ni d-1980s.

So, can we say that boomtinmes are ahead? O should we say, boomtines
are ahead, but with dark clouds follow ng bel ow the horizon that woul d
bring a violent storn?
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