10/ 06/ 2003
Industrial production for April outpaces expectations

Mai sara | smail

THE SARS (Severe Acute Respiratory Syndrone) outbreak hardly dented
Mal aysi a's manufacturing activities, as industrial production grew at
its

flastest pace in over two years in April.

In the same nonth as the virus attack peaked in the region and
wi despread fear battered the services industry, the Industrial
Producti on
Index (IPlI) in the country junped 11.8 per cent to beat narket
expectations by nore than four tines.

Manufacturing (70 per cent of IPlI) led total output to the strongest
grom h since Decenmber 2000 when it registered a 12.7 per cent increase
The mining index rose 9.8 per cent to 129.5, while the electricity index
increased 7 per cent to 241.5, the Statistics Departrment said in a
statement.

Earlier yesterday, Prine Mnister Datuk Seri Dr Mhathir Mhanmad said
he
was confident Ml aysia would be able to surpass the targeted 4.5 per
cent
gromh this year, now that the economc stinulus package was in place

And with the stronger-than-expected producti on nunber, econonists may
increasingly agree with him

"I amstill a bit sceptical about surpassing |ast year's growh, but |
am sure and nore convinced now than | was this norning," said MVS
International regional econonist Dave Cohen in Singapore yesterday.

To recap, in a half year sabotaged by a war and an epidenic, the
out | ook
for a trading nation such as Malaysia is hazy at best. Electronic and
electrical items, which constitute half of the country's exports, fel
for
five straight nonths ami d sl uggi sh gl obal grow h.

The second biggest foreign exchange earner, the tourism industry, was
virtually crippled with the onset of SARS, infecting related services
such
as hotel, retail and |eisure. Many research houses downgraded Ml aysia's
growt h forecast not once, but twi ce, between March and April.

But while the inpact of the virus is damagi ng sone sectors of the
econony, it looks like on the whole, "Malaysia is fully imunised
agai nst
the SARS outbreak," said DBS Bank Ltd econonist Wng Chee Seng

"The stronger-than-expected nunber threw all market-watchers out of
equilibrium Considering the immunity of industrial production to the
SARS
outbreak in April, Milaysia is likely to throw in another surprise for
t he
second-quarter growh," he said.

Exports exhibited resilience, growing 5.7 per cent in April despite
slunping el ectronic product sales. Ml aysia' s performance seens to buck
cooling production activities in neighbour Singapore, South Korea and



Taiwan, but it is in line with China, the country worst affected by
SARS.

China still shows strong growh in its trade and manufacturing
nunbers,
sai d economi sts, proving that disruptions in sone economes with a
strong
domestic market may be linmited.

Still, does this nean Malaysia is out of the woods? |IPl nunbers

al t hough the closest neasure for the gross donmestic product (CGDP), are
known to be erratic.

"Wil e one-nmonth nunber is only one piece of data, April has record
nunbers. More inportantly though, we have to see how export demand will
be
like in the second half of the year," said Cohen of MVS

For now, actual signs of an export pick-up are still missing
Internediate inports, the l|eading indicator of export performance, fell
for the first tine in April over 10 nonths. They contracted 3.4 per
cent.

The Sem conductor Industry Association said global sales eased to 9.7
per cent during the nmonth, significantly slower than the 22.1 junp
recorded at the beginning of the year

Meanwhi l e, the US book-to-bill ratio, which tracks the nunber of
orders
coming in during the nonth to the nunber of goods actually shipped, slid
back to 0.86 tine fromO0.91 tine in March, its lowest in seven nonths

According to an econom st from Maybank, the US | SM Manufacturing
Activity Index has a high correlation with the Ml aysian production on a
four-month [ag. The index fell from the demarcation |level of 50 points
for
three consecutive nonths since February before rising to 49.4 in My.

"Therefore, we expect production growmh to decelerate in the next
t hree
nont hs," he said.

But as long as the IPI for May and June renmains in positive territory,
which it nostly likely will, econom sts said, Malaysia is set to be
stronger.

"It may be time for us to revise upwards our current GDP projection of
2.8 per cent. Coupled with May's RM7.3 billion stimulus package, this
has
effectively put a floor to (Malaysia's) growh at 4 per cent this year,"
said Wong of DBS.
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