SPEECH BY: Dato' Seri Dr. Muhathir bin Mdhanmad
( Prime Mnister )

EVENT: The Joint Launching of The Argentine Exporters Conference on
ASEAN Countries

VENUE: Buenos Aires, Argentina
DATE: 03 Cct 1997

TI ME

1. First of all, | would like to thank the organi sers of
this Conference for giving me this opportunity to jointly
I aunch "The Argentine Exporters Conference on ASEAN
Countries' together with H s Excellency President Menem

2. This Conference is timely as Argentine businessmen
are now placing an increased focus and inportance to trade
with Asia, particularly the Association of South East
Asian Nations or ASEAN, considering the vast opportunities
that are generated as the liberalisation process on both
multilateral and regional levels is being undertaken

3. Argentina's continued presence in ASEAN is felt as
trade has exceeded US$800 million, accounting for 14.0
percent of ASEAN s global trade with Latin Anerica in
1996. Argentina was also ASEAN s fourth largest trading
partner in Latin Anerica after Brazil, Mexico and Chile.

4. The recent entry of Myanmar and Laos into ASEAN has
turned this regional grouping into a large entity with a
popul ation of 480 mllion and a conbined GDP of US$711
billion. Wth this, the ASEAN market is set for dynamc
growmh and investors are therefore assured of attractive
returns. Mal aysia wll serve as an ideal base for
Argentine businessnen to |ocate their operations to tap
the full potential of an expandi ng ASEAN mar ket .

5. ASEAN is also nmoving towards establishing the ASEAN
Free Trade Area (AFTA) by the year 2003. 1In realising the
AFTA, 93 percent of our tariff lines is presently included
in the list for AFTA concessions. Notably, only 1.4
percent out of the total ASEAN tariff Ilines would be
excluded from tariff reduction for security, health and
religious reasons. Currently, 85 percent of the Intra-
ASEAN trade is already subject to a tariff of between zero
to five percent under the Common Effective Preferentia

Tari ff (CEPT) Schene.

6. ASEAN is also nmoving towards establishing an ASEAN
I nvestment Area which would further promote the flow of
investments into the region. ASEAN has also signed the
ASEAN Framewor k Agreenment on Services which would lead to



freer flow of services in the seven priority sectors such
as tourism construction, telecomruni cations, finance, air
and maritime transport. Wth the establishnent of the
ASEAN | nvest nent Area, tariff reducti ons and t he
liberalisation of services sector, investors would have
greater scope and opportunities.

7. I would like to encourage Argentine entrepreneurs and
investors to increase their business presence in this
region by wusing Ml aysia as a springboard for production
and distribution of their products into the ASEAN region.
Argentine conpanies can also enter into partnerships wth
Mal aysi an conpanies to venture into projects in third
countries.

8. W in ASEAN, acknowl edge the dynamism and the
aspiration of MERCOSUR to becone a Free Trade Area by the
year 2000. We are also aware that MERCOSUR has recently

been expanded to include Chile and Bolivia as its
associ ate menbers thus enlarging the market to 201 nmillion
and a GDP of over US$1 trillion as well as a per capita

i ncome of US$5, 425.

9. W are confident that the realisation of plans in
MERCOSUR will further stinmulate the econonic growh of
nmenber countries of the region and that this grouping wll
adopt an open approach to trade with countries outside the
regi on. By adopti ng an open-regionalism approach

regi onal groupings such as MERCOSUR and ASEAN will also
benefit countries outside their respective regions, as a
result of increased economic activity within the region

This wll invariably create greater opportunity and demand
for goods and services from outside the region.

10. It is encouraging to note that Argentina' s globa
trade in the last five years have expanded and recorded an
average annual grow h of 10.4 percent. Argentina' s globa
trade in 1996 was US$47.6 billion, representing 9.8
percent of Latin America=s external trade. MERCOSUR, the
European Union, USA and East Asia remmined her principa
trading partners which in total account for 72.9 percent
of her gl obal trade.

11. In respect of trade with East Asia, the volune of
trade between Argentina and East Asia had increased by
30.4 percent to US$6.0 billion in 1996 from US$4.6 billion
in 1995. The primary trading partners were the People's
Republ i c of China, Japan and ASEAN which t oget her
accounted for 52.4 percent of Argentina's total trade wth
East Asi a.

12. ASEAN economi es have registered high growh rates
over the last 10 years. The Mal aysi an econony has been
growing at an average of eight percent over the |ast
decade and the growth is expected to remain robust wth



GDP growh projected between 7.8 percent to 8.2 percent
this year. The per capita income of Malaysia in 1996 was
US$4, 259, an increase of 9.2 percent over 1995. The
average inport tariff in Malaysia is low at nine percent
nom nal and less than seven percent trade weighted.
Mal aysia also has a lowinflation rate, currently running
at bel ow four percent per annum

13. Mal aysia is nowthe 19th |argest exporter and the
17th largest inporter in the world and hope to becone the
15th largest trading nation at the turn of the century.
In 1996, Malaysia's global trade totalled US$157.6 billion
and her mjor trading partners were Japan, Singapore, USA,
Hong Kong, Thailand, Germany and United Kingdom which
collectively account for 76.0 percent of our tota
external trade

14. At the sane time, Milaysia has also undertaken
efforts to forge greater trade and investnent links wth
the countries in the South. 1In the last five years, the

external trade generated between Ml aysia and countries in
the South has increased by 136.4 percent to US$13.9
billion in 1996 fromUS$5.9 billion in 1992. In efforts
to enhance relations with South-South countries and to
provide a conducive framework for the private sector to
establish business |inks, Mlaysia has concluded bilatera
Trade Agreenments, |Investment Guarantee Agreenents and
Bilateral Paynments Agreenents with several countries in
the South. | am convinced that the exchange of visits of
busi ness del egati on and busi ness contacts of this nature
will help to strengthen bilateral trade and business
rel ati ons between our two countries.

15. Mal aysia has consistently recogni sed the inportance
of long term Foreign Direct Investnents (FD) for her
economic growh and devel opnent. FDI has contributed

significantly to our econom c devel opnent, particularly in
mai ntai ning the nonentumof growh in the manufacturing

sector. It is for this reason that we are conmitted
towards creating an environment that will provide, both
foreign and local, investors with the opportunities for
i ncreased i nvestment, growh and profit. Mal aysi a' s

efforts in pronoting foreign direct investnent into the
manuf acturi ng sector have been successful over the years.
From 1992 wuntil July 1997, a total of 4,526 manufacturing
projects was approved involving capital investnent of
US$53.3 billion. O this anmount, US$27.2 billion or 50.6
percent was foreign direct investment, reflecting the
attractiveness of the Ml aysian i nvestnent environment.

16. The Mal aysi an Government in pronoting the thrust into
hi-tech industrialisation, has identified several hi-tech
products and activities in the area of new and energing
t echnol ogi es. These include the areas of advanced
el ectroni cs, equi pment /i nstrunentation, bi o-t echnol ogy,



automation and flexible manufacturing systens, electro-
optics and non-1i near opti cs/ advanced mat eri al s,
opt oel ectronics, software engineering, alternative energy
sources and aerospace. Interested Argentine conpanies are
particularly welconed to invest in these hi-tech sectors.
An attractive package of incentives are available to
encourage investnent in these hi-tech areas and research
and devel oprment activities.

17. As Information Technology (IT) is a critica

conponent for the future growh of the nanufacturing
sector and the Ml aysian econony, enmphasis is laid on |IT
industries in order to ensure the sustenance of her
conpetitive edge in the emerging digital econonmy as well

as to attract investnents in this sector. Under the
Seventh Malaysian Plan (1996-2000), the Government has
allocated a sum of US$578.0 million (RML, 444.9 mllion)
for conputerisation of public sector projects.

18. As you are also aware, Ml aysia is developing the
Mul tinedia Super Corridor (MSC) as the perfect environnment
for world class conmpanies wanting to create, distribute
and enploy nultinedia products and services. The MSC is
being developed as a 15 x 50 kmcorridor wth the best
possi bl e physi cal infrastructure, special cyber| aws,
pol i cies and practi ces, wor | d- cl ass physi ca
infrastructure and next generation 2.5-10 gi gabyt es
mul ti medi a net wor k.

19. The Mal aysi an Government has target ed seven
nmul tinedia applications for initial devel oprent. These
flagship applications are el ectronic CGover nrrent ,

tel enedi ci ne, smart schools, national nultipurpose card,
R&D clusters, world-w de manufacturing webs and borderl ess
marketing centres. The Governnent is seeking assistance
from |eading |ocal and international conpanies to develop
and inmplenment these applications in the MSC to catalyse
t he devel opnent of a highly conpetitive cluster of
multinedia or |IT conpanies that will become world class
over tine.

20. Mal aysi a has al ways adopted a pro-busi ness approach
in its devel opment policies. W have a clear and
transparent set of guidelines to facilitate investnents.
They range from Iliberal equity conditions, flexible
expatriate enployment policies, |iberal exchange contro
regulations and tax reliefs and concessions. For ei gn
investors are allowed to own 100 percent equity if the
projects are for 80 percent export and above. |In addition
to t he liberal investnent policies, Malaysia offers
attractive tax incentives which provides full or partia
tax reliefs fromcorporate tax, now at 30 percent. Tax
i ncentives are also provided for reinvestnents by existing
conpanies in the form of a 60 percent allowance on
qual i fying capital expenditure. The package of fiscal and



non-fiscal incentives provided has been an attractive
i nducenment to FDI

21. In the last five years, trade between Ml aysia and
Argentina continued to increase annually on an average of
28.3 percent to US$351 mllion in 1996 from US$101 m | lion
in 1991. The balance of trade have been in Argentina's
favour. This is not a matter that both our countries
should be concerned with. Both countries especially the
busi nessmen nust work towards increasing the quantum of
trade to a nmuch higher |evel.

22. Currently, the exports of natural rubber and |atex
constitute 28 percent of Mlaysia's total exports to
Argenti na, and manuf act ur ed products such as

t el ecommuni cati ons equi pnment, air-conditioner conponents,
articles of apparel and clothings and office nachines are
beginning to feature prominently as they «collectively

amounted to 47.7 percent of our exports in 1996. As a
mat t er of fact, a nunber of Milaysia's nanufactured
exports are already of world class quality. Today,
Mal aysia is the world Ileading exporter of room air-
conditioner as well as a Ileading global producer of
sem conduct or s, | atex exam nation gl oves, cat heters,

rubber threads and audi o-vi sual equi pnment.

23. I am also happy to note that the Mal aysi an nationa
car, Proton, has gained entry into the Argentine market.
Mal aysi a has been producing its own national cars for the
past 13 years for both the donestic and internationa
mar ket s. Currently, Proton is exported to 46 countries
and the leading markets are United Kingdom Singapore,
Germany, Australia and Belgium The autonotive industry

has subsequent |y devel oped Mal aysi a' s supporting
autonotive conponents sector, particularly rubber-based
conponents, which in recent years have experi enced

significant increases in export performance.

24. Certainly, there is a considerable scope for
expansi on of bilateral trade and investnent bet ween
Argentina and Malaysia. G ven the nunerous opportunities
for trade and investnent in our two countries, | believe
the time has cone for us to foster strategic linkages in
order to create partnerships in econon c devel opment not
only at bilateral but also at regional and gl obal |evels.

25. Further, existing Mlaysian port facilities were
upgraded and new port facilities were developed to neet
the accelerated increase in demand by trade and industry.
Focus was also placed on inprovenents in efficiency and
productivity of port operations through rationalisation of

processes and procedures for cargo clearance. The new
Kual a Lumpur International Airport (KLIA) which will begin
operation in the first quarter of 1998, wll have the

capacity to handle one mllion tonnes of <cargo and 25



mllion passengers. Hence, with the wupgrading and the
i ncreasing efficiency of Ml aysian ports and the upcom ng
Mal aysian new international airport, | believe, Malaysia
would be able to serve its best facilities to Argentina
for doing business with not only Malaysia but also wth
t he ASEAN regi on.
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