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Econony awaits polls lift

Must apha Kani |

W TH t he econony goi ng so wel |, anal ysts expect a sweepi ng general
election win for Barisan to put the final touches to what many predi ct
will be a bunmper year. MJUSTAPHA KAM L | ooks at the business fundanental s.

W TH | ast Wednesday' s bl azi ng econom ¢ nunbers, only one pi ece remains
to complete a puzzle that spells "certainty”. It may well lie in the
political arena.

Positive vibes are inthe air and if a general election is decided
solely by the health of the econony, a fund manager has this to say: "A
foregone conclusion. This will be one of the region's nost certain and
peaceful elections in recent years."

Econonmy-wi se, confidence is in abundance, especially in recent nonths.
The 2003 GDP growth rate's beating of every forecast is just icing on the
cake the Barisan Nasional will offer inits canmpaign for a fresh five-year
mandat e.

The equation is as sinple as it is true - a strong econony neans a
strong gover nment .

Prime M nister Datuk Seri Abdul | ah Ahmad Badawi 's first 100 days in
of fice provided nore torque to an econom ¢ powertrain started by his
predecessor Tun Dr Mahat hir Mhanad.

Ther e have been changes si nce Abdul | ah took of fi ce | ast Cctober but the
fine-tuning has been well received by the comercial sector, which
bel i eves econonic activity i s nowracing towards pre-1997/98 crisis
| evel s. The changes asi de, Abdullah is al so keeping to his prom se of
providi ng continuity.

The last tine Mal aysians went to the polls in Novenber 1999, the country
was still conming toterns with the harrow ng experience of surviving a
doubl e- edged attack. The econony was grossly weakened by a financi al
crisis and there was political heat fromthe sacki ng and conviction of
former Deputy Prine Mnister Datuk Seri Anwar | brahim

The coalition neverthel ess won, since, froman econom c perspective, the
Gover nment was seen as the only one that could steer the country out of
the mess.

In the months precedi ng, the econony was al ready recovering, nmuch of it
due to several unconventional policies and approaches put in place by Dr
Mahat hi r* s adm ni stration. What the Governnent did then, while not easily
acceptabl e t o t ext book economni sts and i nternational funds, was rat her
si mpl e.

It | ocked out disruptive foreign elenents, flooded the financial system
wi th cheap noney, tenpted people to spend to keep the donmestic econonic
wheel spi nni ng, nmanaged price | evel s and drove up producti on and exports.

It took some tine for the international comunity to understand
Mal aysi a's noves and sonme tine, too, before the "pariah nation" tag was
lifted. But lifted it was, eventually.

Wien | nternati onal Monetary Fund managi ng di rector Horst Kohl er dropped
by | ast year to acknow edge Mal aysia's success in navigating out of the
region's dark years, the nation was vindi cated.

Last October, Abdullah inherited an econony that had regained its
strength. He took on the chal |l enge of nmanagi ng success and dealing with
sceptics. Wiat was left was to snmooth the rough edges and build a
political platformof his own to take Mal aysia cl oser to the Vision 2020
target.



Many in commercial circles are attracted by Abdul | ah' s deneanour. Soft -
spoken yet firm they say his nononsense approach will ensure a
di sci pli ned and prudent econony. H s first 100 days, marked by his resol ve
to wi pe out corruption, among ot her shortcom ngs, has made conmerce easi er
by doi ng away with red tape and wast age of governnent funds, they say.

The stock narket has responded positively, surprising anal ysts nore
famliar with bull runs after each of the |l ast four elections. "This tine
the market is not waiting," a fund nanager said. Froman econom c
perspective, Abdullah and the coalition he heads are ready for the polls.

The cost of noney is still cheap this year and flush with liquidity. To
bal ance thi s, Bank Negara remai ns acti ve i n managi ng any swi ngs to ensure
stabl e noney market conditions. As aresult, while the noney market is
highly liquid, interbank market rates remain stable.

Conbi ned with virtuoso perfornmances by banks as reflected in their
recent annual results, that neans financing will continue to be avail able
to i ndi vi dual s and busi nesses. Consuners renmai nh confi dent and ar e spendi ng
nmore. Currency incirculationrose by RM.9 billion in January this year
to RVMR9.01 billion fromRM26.1 billion in Decenber 2003.

Factories operated overtinme | ast year, with el ectronic products lifting
the sector's performance by 12 per cent. Export-oriented nanufacturing
rose by 17.2 per cent in the | ast quarter of 2003 whil e those catering for
the local narket rose by 8.3 per cent.

Net exports rose by 10 per cent during the | ast quarter of 2003 agai nst
a 4.4 per cent riseinthe third quarter, helped by the buoyant
el ectroni cs sector, increased demand fromChi na and t he weaker US dol | ar
(the ringgit is pegged at RVMB. 80 to the greenback). The strong
manuf act uri ng and export nunbers attracted nore i nvestnents to the private
sector.

The country's reserves strengthened by US$4.2 billion to US$44.9 billion
at the end of 2003 as nmore offshore | ong-termnoney was punped into trade
and i nvestnment in Mal aysia. To the delight of the stock market, nore
portfolio capital also made its way in, after a nunber of funds saw
Mal aysia blip back on their radar screens.

Overal |, the econony grew by 5.2 per cent in 2003, surpassing many
forecasts and, nore inportantly, injecting confidenceinto the hearts of
Mal aysi ans.

The stock market will probably have nore to add to Mal aysia's sweet
econom ¢ recovery story. The benchmark KL Conposite | ndex cl osed at new
hi ghs on a daily basis | ast week as i nvestors put their noney in bl ue
chi ps, especial ly banki ng stocks. The 260-poi nt | evel reached when Asi an
econom es tanked in 1998 seens a distant nmenory in investors' m nds.

One by one, foreigninvestment houses have rel eased favourabl e anal yses
on the Mal aysi an econony, a nunber of themsaying it is tinme to return.
Confident as the fund managers may be, the el ections may not be deci ded on
economi ¢ strengths al one.

But with the econony in good shape, half the battle is already won. |f
the Abdullah-1ed coalition wins by a landslide as is expected, it will be
easier to forecast Malaysia's inmmediate future. And there i s nothing that
i nvestors and the markets | ove nmore than certainty.
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