28 JUN 2002
RATI NG MALAYSI A
STANDARD & POOR S AFFI RVS ALL RATI NGS ON MALAYSI A

KUALA LUMPUR, June 28 (Bernamm) -- Standard & Poor's today affirmed all
its ratings on Malaysia, including the triple-'B/'"A-3 foreign currency
and single-"A/"A-1'" local currency sovereign credit ratings, after
resol ution of the country's | eadershi p successi on.

"The outl ook on the long-termratings is positive," the international
rating agency said in a statement.

Sovereign credit analyst, Chih Wai Liewsaid the affirmation reflected
St andard & Poor' s expectation that the Mal aysi an government's econom ¢
policies and its commtnment to corporate restructuring would not falter as
aresult of theretirenent of Prime Mnister Mahathir and the transition to
hi s successor.

Mal aysia's political |andscape was rocked on June 22, 2002, by
Mahat hir's resignati on during the annual general assenbly of the United
Mal ays Nati onal Organization (UWNO) .

Neverthel ess, he retracted his resignation and on June 25, UWNO s
Supreme Council announced that the | eadership of UVNO and the ruling
coalition, and Mal aysi a's prem ershi p, woul d be passed over to Deputy Prine
M ni ster, Abdul | ah Ahmad Badawi i n Oct ober 2003.

"Thi s succession plan has effectively reduced the near-termuncertainty
in Mlaysia' s policy environment and will prevent a disorderly transition
after Mahathir is gone.

"For the next 15 nonths until the official transfer of power, UWNO
| eaders are expected to present a cohesive front and avoid a mgj or
| eadership tussle that could lead to policy drift", said Liew.

Nevert hel ess, the statement sai d Abdul | ah's prem ership could still be
susceptible to challengers in the |l onger term

In particular, a perceived weak showi ng by the ruling coalition at the
next general election, due by January 2005, coul d erode his position.

Even if el ections are hel d before Mahat hir hands over, a |l ess than
i mpressi ve el ecti on outcone could be viewed as the el ectorate' s | ack of
confidence in Abdullah, it added.

Political power is concentrated in Mal aysia, and wi thout a strong
support base |i ke Mahat hir, Abdullah's adm nistrationis likely to be
characterized by a consensus-buil di ng approach.

He will also have to bal ance the demands of Ml aysia's nultiracial
soci ety, the statenent added.

I mredi ate and difficult issues at hand i ncl ude nodi fying the
"bum putera” policy (the country's affirmative action policy) to one based
nore on meritocracy, while nmaintaini ng popul ar support fromethnic Ml ays.

Going forward, a rapid inmproverment in Malaysia's fiscal bal ance,
consi stent pursuit of corporate restructuring, and a nove by t he gover nnment
toward a | ess i nterventioni st econom ¢ managenent woul d st rengt hen
Mal aysia's credit standing.-- BERNAMA
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