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Fitch upgrade lifts investors' confidence

| SHUN P. AHMAD

| NTERNATI ONAL rati ng agency Fitch Ratings' upgrade on the outl ook of

Mal aysia to positive fromstabl e has been di scounted by i nvestors, and
has not caused any significant inmpact on financial markets |i ke bonds and
equities, the investnent fraternity said.

Nevert hel ess, the rating agency's upgrade has strengthened i nvestors
per ception of the sound fundanmental s of the Ml aysi an econony and
financial markets.

Bond executives and traders said the Fitch upgrade was expect ed.

"The upgrade i s pl easant and helps toreiterate investors' confidence
inthe econony and its future prospects. More inportantly, the upgrade
woul d hel p to boost foreign investors' sentinents in the |ocal financial
markets," a bond trader added.

I nvestors are now nore focused on current devel opnents in the region
i ke the I ndonesi an el ection and the recent unrest in Southern Thail and.

Fitch revised the outl ook on Malaysia's long-termforeign and | oca
currency ratings to positive fromstable, reflecting di m nishing
political transition risks followi ng the recent |andslide election
victory by the United Mal ays Nati onal Organisation (Umo) and the ruling
Bari san Nasi onal

The long-termforeign and | ocal currency ratings are BBB+ and A
respectively and the short-termforeign currency rating is F3.

The rating agency said the strength of support received by the BN and
Umo in the recent el ections has substantially buttressed Prine M nister
Dat uk Seri Abdul | ah Ahmad Badawi ' s position w thin Umo, and nore or | ess
rul es out the possibility of any major threat to his | eadershi p when Umo
conducts internal elections later this year

This hel ps to cenment the snooth transition of power followi ng 22 years
of rul e under Tun Dr Mahat hir Mohamad and mitigates political
uncertainties that had previ ously been seen as an i nportant constraint on
the country's soverei gn creditworthiness.

However, Fitch said Malaysia's fiscal performance continues to
constrainits sovereignratings. The rating agency said it recogni ses
that the recent cancell ation of a nunmber of high-profile public
i nvestment projects will augur well for the fiscal policy outl ook, and
notes the pick-up in revenue growth towards the end of 2003.
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