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El ection a non-issue for foreign funds: JP Morgan

NURYUSHI DA LAI LY YUSOF

MALAYSI Ais one country where foreign investors have very little to worry
about when it comes to el ectionresults, according to gl obal financi al
services firmJP Mrgan.

The prospect of snooth and trouble-free voting as well as the high
possibility of the ruling Bari san Nasi onal coalition beingreturnedto
power has made the general elections a non-issue for sone foreign funds,
JP Morgan said.

"It isn't that they (foreign investors) are waiting for the election
results per se, as they knowthey don't have to worry about what nay be
the results of the elections," its head of Energing Asia Econonic
Research, David Fernandez, told a nedia briefing yesterday.

A nunber of countries in the region are also going to the polls soon
i ncludi ng Sri Lanka, the Philippines, India, |ndonesia and Taiwan.

Interns of political stability, Ml aysia has distinguisheditself by
wi nni ng i nvestor confidence follow ng a snooth | eadership transition over
t he past five nonths, he said.

Inthe | eadership transition | ast October 31, Datuk Seri Abdul | ah Ahnad
Badawi succeeded Tun Dr Mahat hir Mohamad as Prinme M nister.

"That (factor) gives investors confidence. And that was part of the
reason why, when we tell themabout where to invest across Asia this
year, Malaysiais (given) overwei ght recomendation - both in equities
and fixed incone.

"It is the only country across all of Asia where we feel |ike that,"
Fer nandez sai d.

Asked whet her Mal aysia will see an influx of foreign portfolio
investors after the el ection outcone is clear, he said: "Over the course
of the year, | think the macro-fundanmentals will drive investors back
into the country.™

He said volatility in the |l ocal stock nmarket over the past few days was
not an i ssue as the country remai ned attracti ve.

On Mal aysi a Securities Exchange Bhd yesterday, early | osses i n stocks
were capped at md-norning with strong buying i n blue-chips pushing the
benchmar k KLSE Composite I ndex (KLCl) higher

The KLCI ended up 0.58 per cent, or 5.13 points, at 882. 33, trunping
a norning | ow of 870.16 points.

On Wednesday it fell by al nost 2 per cent, after the announcenent that
Parlianment was to be dissolved yesterday for a snap general el ections.

JP Morgan has forecast Ml aysia's gross donestic product (GDP) this
year will grow 6 per cent conpared to 5.2 per cent growth achi eved | ast
year.

Fernandez said out of this year's GDP growth forecast, 4 per cent wll
be derived fromdonestic demand com ng fromboth consuners and t he
private sector.

He said the Government's decisionto reject the International Mnetary
Fund' s prescription during the 1997 Asian financial crisis, such as to
cut public spending, allowed the country to survive a shortfall in
private spendi ng and consunpti on.

"I'n our view, that was the exact appropriate response," he said.

However, over the years private i nvestnments have returned to Mal aysi a
and are expected to doninate, thus reduci ng government expenditure and
narrow ng the budget deficit this year.



He said the initial plan to cut the budget deficit to 3.3 per cent this
year from5.4 per cent the year before, as contained i n Budget 2004,
woul d require maj or spending cuts.

The Governnent has since decided not to try to cut spending too deeply
and has targeted a nore nodest deficit reduction.

Fer nandez sai d based on current signs, a 4.5 per cent budget deficit is
nore likely this year, higher than JP Morgan's forecast of 4.3 per cent.
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