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KUALA LUMPUR, Dec 30 (Bernamm) -- Unlike many of its nei ghbours which
may not be doing too well econom cally, Malaysia' s economc growh
prospects this year remain on track, thanks to firner palmoil and crude
oil prices coupled with a resilient donestic econony, say economni sts.

"Agriculture and mning had acted as a buffer in the third quarter (of
this year) and will again do so in the ensuing quarters. The | ow base in
the previous quarter of |last year is also a contributory factor for growth
this year," said a research manager

An econoni st said that foll owi ng the nove by banks to re-channel credit
to househol ds and the |l ocal interest rates had renai ned | ow, consunption
spendi ng has been instrunmental for econom c expansion in the first half of
2002.

"The contribution will grows in the final quarter due to the festive
season and back-to-school spending," he added.

SJ Securities econom st Anthony Dass has forecast that the Ml aysian
econony woul d expand by 4.2 percent in 2002 with a projected 6.2 percent
growth in the fourth quarter of this year.

Factors that would drive the econony further in the final quarter, he
sai d, woul d be the continuous strong donestic spending, especially for the
festive ocassions, pick up in investrment activities nanmely in
t el ecommuni cations and office equi prent; and oil and gas sectors conpounded
by sustai nabl e pace of export growth

The Mal aysi an Institute of Econom ¢ Research (M ER) expects Ml aysia's
GDP to grow by 5.4 percent in the fourth quarter of the year conmpared with
5.6 percent in the third quarter

Al t hough economic indicators suggest a slight dip in the fourth quarter
growth, an overall 4.0 percent GDP grow h for 2002 is still achi evabl e,
said MER s executive director Dr Mhanmed Ariff Abdul Kareem

In the previous three quarters of this year, the country's GDP has been
gradually growing at 1.1 percent, 3.9 percent and 5.6 percent respectively.

Earlier this year, Ml aysian authorities have projected that the
country's gross domestic product (GDP) would expand at 4.0 percent this
year and at 6.0 to 6.5 percent in 2003. Last year, the country nmanaged to
register a GOP grow h of 0.4 percent despite the difficult econom c
tailspin that occured after the Septenber 11 attacks.

The Wrld Bank is also optimstic about the country's economi ¢ outl ook,
tagging this year's growmh at about 3.5 percent and rising to five percent
in 2003. Noting that policy responses across the world that have been
bi ased towards supporting recovery on the back of sonme uncertainty in
gl obal financial nmarkets, the World Bank said this should hel p Ml aysi a
wi t hstand t he gl obal downturn.

But a word of caution shared by many economists is that the possibility
of a nurkier outlook for the world econonmy next year could cause a
nmoderation in Malaysia's GDP growth in 2003.

M ER has forecast a GDP growth of 5.7 percent for Ml aysia next year.
Dr Ariff said the world econony is expected to inprove in 2003 with the US
econony pi cking up and Europe and Japan posting better growmh. This is
primarily due to inproved electrical and el ectronics exports and better
pal moil prices.

Dr Mohamed Ariff also said that in view of the uncertainty in the
gl obal arena, government stimulus for the econony is very much needed if



Mal aysia were to achieve its targeted growh rate next year

Prime Mnister Datuk Seri Dr Mahathir Mohamad recently did hint that
anot her stinulus package could be in the works when he said that the
governnent has several strategies in mnd

Second finance minister Datuk Jamaludin Jarjis said stimulus measures
are necessary to offset external negative influences. Last year, the
governnent di sbursed RVMZ.3 billion through two stinulus packages.

"We (the governnent) will continue to play our role,"” Jamal udin said,
adding that Dr Mahathir, who is also the finance m nister, would nake the
deci sion on the stinulus package in 2003.

SJ Securities' Dass said 2003 "offers a very tricky scenario as the US
recovery has been a bit bunpy."

"The repeated shocks arising fromthe external front will not |eave the

donesti ¢ econony unscat hed," he said. "I believe the Ml aysi an economny
could be riding on a tight rope next year. Wile there are pockets of

growth in the econony, | still feel there are areas of concern in the

econony. "

But on a nore positive note, Dass projected that Ml aysia woul d enj oy
good prices next year for two primary commodities: palmoil and crude oil

For palmoil, he expected it to nobve around RML, 400 per tonne while for
crude oil, should there be a war in Iraq, prices could spike up to as high
as US$40 per barrel but would be imrediately corrected and fall back to an
aver age of US$28- US$30 per barrel. -- BERNAVA

MAD SHY



	M'SIA ON THE ROAD TOWARDS ANOTHER STRONG GDP GROWTH IN 2002 & 2003 (bERNAMA 30/12/2002)

