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MOODY' S- MALAYSI A
M SI A SHOANS STRENGTH | N WEATHERI NG VOLATI LI TY I N ELECTRONI CS SECTOR

WASHI NGTON, April 22 (Bernama) -- Malaysia's ability to weather the
volatility in the crucial electronics sector while inproving its external
financial position has denponstrated its external strength, says Mody's
anal yst Steven Hess.

He said Malaysia's current account has recorded |arge surpluses for the
past five years, and another, though smaller, surplus is expected this
year.

Moody' s I nvestors Service's annual report on Mal aysia has placed a
rating of Baal on the country's foreign currency level and this positive
outl ook reflects a strengthened external position, a still-satisfactory
bal ance of paynents outl ook, and progress in both corporate and banking
sector restructuring,

The rating agency al so said that while Ml aysia's GDP growt h was near
zero in 2001, growth has picked up in the intervening years and an increase
of 5-6 percent in real GP is likely this year as econom c growth has
accel erat ed.

On Malaysia's nediumtermrisk, Hess said that with a general trend of
foreign direct investnent nmoving toward China at the expense of Southeast
Asia, Malaysia's external position over the nediumtermwould be its
ability to either maintain its position as an inportant recipient of direct
i nvestment or to make the Mal aysi an corporate sector nore conpetitive.

He said the governnent of Prime Mnister Datuk Seri Abdul | ah Ahmad
Badawi , who assumed | eadership late | ast year, is working on both fronts.

El ections in March strengthened the parliamentary coalition of
Abdul I ah, the chosen successor of Tun Dr. Mhathir Mhanmad, who |ed
Mal aysia for the prior 22 years.

Hess said while Malaysia's liquidity position is healthy, with
short-termexternal debt at a [ow | evel and international reserves
rel atively high, governnent debt has been on the rise due to the weakness
of the private sector during the global slowdown in demand for el ectronics.

"The governnment adopted an expansionary fiscal stance to offset |ower
private investnment, bringing the budget into deficit during the past
several years while making the econony dependent on governnent investnent,"”
he said.

"Even with another sizable deficit expected this year, the ratio of
government debt to GDP is still manageabl e, though room for manoeuver is
bei ng di m ni shed." -- BERNANVA
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