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TI ME

"REALI SING A VI SI ON: THE MALAYSI AN WAY"

I wish to take this opportunity to express ny

great pleasure in addressing the distinguished

del egates and participants at this high level neeting
of the captains of industry and strategic business
navi gators from both Germany and Ml aysi a.

2. | believe regul ar exchange of visits,

consul tati ons and di al ogues between | eaders, officials
and the business conmunities as well as increased
peopl e to people contacts are highly beneficial in
enhancing bilateral relations and partnership. A high
| evel business forumsuch as this will undoubtedly go
a long way towards providing correct and accurate

i nformati on on the many busi ness and i nvest nment
opportunities available in Ml aysia and the policies
and neasures undertaken by the Ml aysi an Gover nment.

3. CGermany has | ong been an inportant business
partner of Malaysia and this is evident in the
presence of many German multinationals and investors
in Malaysia. W al so have great respect for Gernman
expertise in a variety of fields, especially in

engi neering and information and comuni cati ons
technology (I1CT). The total trade between Ml aysia
and Germany was val ued at US$4.8 billion |ast year
In fact, Germany is our |argest European Uni on (EU)
tradi ng partner since 2000. Morre heartening is that
despite the sl owi ng gl obal econony this year, Gernany
has remai ned as our top EU trading partner

4. These are the days of reckoning - characterised
by a rapidly evol ving | andscape of the world econony
driven by new perceptions and new i deas about how
countries should conduct their relations with each
other and relate to the world in general. As such
Mal aysi a and Germany ought to | ook ahead for avenues
and channel s whereby we can work together in snmart
partnership for the good and the nutual prosperity of
both our countries. The inportance of such
cooperation and partnership for the 21st century
cannot be over enphasi sed.



5. The overall performance of the Ml aysi an econony

| ast year defied the sceptics and cynics who had | ong
prophesi sed doom for the Ml aysian econony. Wile
grow h was supported by external denmand, it was rising
private consunption and the strong revival in donestic
i nvestment that had contributed significantly to
econom ¢ growt h.

6. Where Malaysia is today is not due to a mracle

or accident. It has been due to the zeal ous and
untiring efforts of the Ml aysi an Governnment and
people to transformthe nation froma backward agro-
m ni ng ex-colony of the British to an industri al
nation with 82 percent of its al nost USD100 billion of
exports consisting of manufactured goods. Mal aysia
today is one of the biggest trading nations in the
worl d, despite being a multi-racial country with a
very explosive mx of races, religions, culture and

| anguage. Its success in maintaini ng harnoni ous
relations between the different races and its
stability did not just happen. The people and the
Government had worked very hard at it. Ml aysia
remains an oasis of stability despite attenpts to
destabilise it through currency deval uati on and ot her
neans.

7. Malaysia's economic transformati on can be divi ded
into several stages. From our independence until 1969,
our econony was basically primary comodities-centric.
For a long while we were the world's |argest producer
and exporter of rubber, tin and tropical hardwoods.
From 1969 on, the Government began to enbark on

i ndustrialisation and manufactured goods began to
outstrip commodities as Malaysia's main exports. The
i beralisation and deregul ati on nmeasures adopted in
the m d-1980s brought in substantial inflows of FDIs,
resulting in manufactured products accounting for nore
than half of Malaysia's total exports. It was al so
during that tine that our first autonmobile rolled off
the production line, to catalyse the growth of the
engi neering industry.

8. Mal aysia then entered the next phase of growth in
t he 1990s when the nation adopted the Vision 2020 - a
si ngl e-m nded and united vision of Ml aysians to
transformthe nation into a fully devel oped country by
the year 2020. Just as many countries have their own
growm h nodels and their ways to achi eve goal s and
aspirations, we in Mlaysia also have a nodel of our
own and it is inperative that we realise the vision
our way - the Ml aysian way. Vision 2020 has

gal vani sed the people with self-confidence and
conviction that they can nake their country a

devel oped nation with their own high standards and
sets of values. W are not about to copy everything
that is equated with bei ng devel oped. W wi Il devise
our own solutions to our unique problens and we feel



convinced that we can do it. Qur slogan is short and
sinmpl e. "Ml aysi a Bol eh” or Mal aysia can.

9. However, our Vision and aspirations were nearly
derail ed towards the end of the last century when the
Asi an economic crisis struck Iike a whirlw nd,
devastating the econom es of many devel opi ng nati ons
in Asia before spreading its venomto Russia and
Brazil. For ten consecutive years, Malaysia - a nation
that had al ways subscribed to the free market
principle - grew by nore than ei ght percent annually.
On top of that, our nation had al ways been politically
stabl e and economically resilient, with strong

macr oeconom ¢ fundanmental s. Qur currency was strong
and foreign debts were within acceptable Iimts.

I ndeed, we were actually able to prepay our |oans.

10. The Ringgit was undoubtedly considered a strong
and stable currency. Mreover, sone even felt that it
was slightly underval ued. Besides the stability of the
Ri nggit, the Ml aysi an econony was robust. By 1997,
total external trade had breached the USD158 billion
figure, making Mal aysia the 18th | argest exporting
nation and the 17th | argest inporting nation in the
wor |l d. The Government was enjoying fiscal surpluses.
Ext ernal debt was generally |low, at approximtely 40
percent of GNP. The current account had narrowed from
a deficit of 10 percent to five percent of GNP, and
was expected to inprove further. Inflation was at its
| owest at 2.1 percent.

11. But suddenly in July 1997, the Mal aysian R nggit
canme under heavy specul ative attack. The reason given
was cont agi on. Because nei ghbouring countries had
econom c problens it was predicted by the specul ators
t hat Mal aysia too woul d have probl ens. Accordingly

t he speculators sold dowmn the Ringgit, forcing it to
be rapidly deval ued. Foreign investors in the stock
mar ket then pulled out their investments resulting in
t he Conposite Index plunging fromover 1000 points to
| ess than 300 points. Between the deval uation and the
practical collapse of the Kuala Lunmpur Stock Market,
some USD 200 billion in market capitalisation was
lost. In terns of inport cost Ml aysia | ost al npbst
USD50 billion when the Ringgit went fromRW.5 to the
USD, to RMA.8 to the USD

12. Suddenly prosperous Mal aysia becanme extrenely
poor. There was no let up. The rogue traders
continued to harass the Ringgit and share capita
continued to plunge as investors pulled out.

13. Mal aysia was not alone of course in facing this
unprecedented financial crisis. Al its neighbours
and even South Korea were in a state of turnoil
Everyone was being told that bad governance,
corruption, lack of transparency, and cronyi smwere



t he cause of the econonmic and financial collapse. No
one nentioned that the very sane Governnents were
responsi ble for the East-Asian econonic mracles which
propelled these countries toward a high |evel of
prosperity and comerci al sophistication. No one

poi nted out that the expectation initially was that
the 21st century was going to be the Asian Century
because of these countries. Al the tal k was about

bad, inconpetent and corrupt Governnents.

14. Currencies do not have sensors and cannot discern
good or bad Government. People can. They can

respond. But sone people can even manipulate. It is
the currency traders who deci ded that deval uing the
currencies woul d give them huge profits. Latching on
the idea of contagion, the currency traders sold
currencies they did not possess in the classic short-
selling ganme which they know very well how to play.

15. Hence, on 2 Septenber 1998, we inposed sel ective
capital and exchange rate controls. Needl ess to say,
the world was shocked and many econom ¢ and fi nanci al
experts quickly predicted the catastrophic collapse of
t he Mal aysi an econony. In hindsight, it was al so

consi dered madness for Malaysia - being a snal

devel opi ng country with little clout anong the
econom c giants - to go against the rest of the world.
We did the unorthodox by making the Ringgit illega
out si de Mal aysia, pegging the Ringgit at RM3.80 to a
US Dol lar, and inposing a “twelve-nmonth rule' whereby
repatriation of portfolio funds was prohibited unti

it had been parked for one full year in the Ml aysian
capi tal market.

16. The primary objective of such controls was not to
i sol ate Malaysia fromthe rest of the world. Rather
the controls were nmeant to insulate the Ml aysian
econony from further attacks by currency mani pul ators,
and to enable the Governnment to regain control of the
nati on's econony. The measures inplenented were very
carefully crafted so as to optimse the positive
aspects of globalisation and renpbve its negative
aspects. The liberal regine that governed trade
transactions and FDIs - conponents of the real econony
- were left untouched. Today, as we | ook back, we feel
our efforts have been vindi cated as Ml aysi a has
energed better off than many of its nei ghbours from
the crisis.

17. As a result of what can be considered as

Mal aysi an pragmatism we are today back on track to
realise our Vision 2020. In fact, just as much as we
aspire to realise the Vision in our own way, we have
managed to ride out of the economc turmoil very nuch
in our unorthodox and often criticised but effective
Mal aysi an way.



18. Today, Malaysia is enbarking on a new phase of
grow h and devel opment as we strive to achieve our
2020 vision. This new phase is very much shaped by

t he new econony, brought about partly by the
advancenent in ICT. Although manufacturing wll
remai n an i nmportant part of the Mal aysi an econony, we
are beginning to see know edge and I CT energing as the
new engi nes of growth that will drive our econony to
greater heights. As outlined in our Third Qutline
Perspective Plan - Malaysia's integrated | ong-term
devel opnent bl ueprint from 2001 to 2010 - new growth
areas in high technol ogy nmanufacturing such as in the
I CT and el ectronics sectors will be identified for
further devel opment.

19. This is also in tandemw th one of the strategic
chal | enges of our Vision 2020 - that is the chall enge
of establishing a scentific and progressive society, a
society that is innovative and forward-Iooking, one
that is not only a consuner of technol ogy but also a
contributor to the scientific and technol ogi ca
civilisation of the future. As such we are placing a
great deal of enphasis on the education training of
our people so as to benefit fromICT and the know edge
econonmy. W will need nuch help fromforeign sources
and we believe we will be attractive enough for
foreign high tech industries and services to locate in
t he special zone we have created for them

20. In this regard, and knowi ng that Germany is a
worl d | eader in ICT and precision engineering,
bel i eve Germany can play a pivotal role in helping to
shape the transformati on of the Ml aysi an econony as
we enbark on this exciting era. W wel cone German

i nvestnments in Ml aysia, especially in the fields of

I CT and engi neering, and we believe there are stil

pl enty of avenues of Ml aysi an- Ger man part ner shi p.

21. In Ml aysia, there are trenendous opportunities
for investnments by foreign investors. They, the
foreign investors have al ways found Mal aysia to be an
attractive place in which to put their noney. My |
take this opportunity to highlight a few reasons why
this is so. Over the |last 30 years, the Ml aysian
Gover nment has consi stently maintai ned an i nvest nent -
friendly and pro-business environment. W are al so
very stable politically and have been very consistent.
There will be no sudden changes in Ml aysi a.

22. Qur devel opnent record since independence has
been quite remarkabl e. | ndependence did not result in
the kind of nationalismthat insist on nationalising
foreign holdings. Instead we invited greater foreign
participation in our econony. R ght fromthe word go
we accept the free market system Despite being multi-
racial and multi-religious we have maintai ned raci al
and religious harnony and avoi ded the kind of



i ntol erance seen in many nulti-racial countries.

23. Good infrastructure enconpassi ng worl d-cl ass
ports, airports and industrial zones, conbined with a
government committed to facilitating and maintaining a
busi ness envi ronment conducive for growh and profits,
have been the formula for Malaysia's success in
attracting FDI's, especially in the manufacturing and

I CT sectors. | can assure the many German captai ns of

i ndustry and potential investors present at this forum
that the Mal aysi an Government will continue to

mai ntai n the nost conduci ve environnment possible for
busi ness.

24. The lure of investing in Malaysia given its
excel l ent prospects and potential has seen a
remarkable USD 4.8 billion worth of foreign

i nvestments bei ng channel ed into the manufacturing
sector in Malaysia |ast year of which Germany was the
ei ghth largest foreign investor in terns of approved
i nvestnment. The figure bears testinony to Malaysia's
standi ng as an outstandi ng i nvestnment hub in the
region. This visit | hope will result in nore Gernman
i nvestment in Ml aysi a.

25. | believe Germany, with your rich | egacy of

i ndustrialisation, can play a pivotal role in hel ping
us to realise the aspirations and targets laid down in
the Second Industrial Masterplan. One of the nmany ways
is through investing in our high val ue-added

manuf acturing industries and technol ogy sectors, and
at the sane tine facilitate the transfer of

t echnol ogi cal know how that would, at the end of the
day, reap profound benefits for both sides - profits
for the investors, and technol ogi cal advancenent and
growm h for the Ml aysi an industries.

26. | wish to invite our German counterparts to
invest in the Malaysian ICT industry as Ml aysi a,
through its Multinmedi a Super Corridor (MsSC) project.
We can achi eve much synergies shoul d Mal aysi an and
German | CT conpani es work together. The MSC - a
special area provided with full telecommunication
policy and legal infrastructure will facilitate ICT-
based activities, fromR& to contents devel opnent, to
hub operations for worl dw de busi ness and everyt hing
that I CT industries need. It is being used as a
centre for regional and gl obal operations by a mgjor
MNC. The cost of operations in the MSC is anong the
lowest in the world and there will be a sufficient
supply of trained know edge workers.

27. The MSC has already achieved its target ahead of
time. Instead of having 500 conpani es by 2003, it now
has 646 conpani es. The pl anning and direction of the
MSC gai ns nuch fromthe advice of an International

Advi sory Panel made up of CEO s of |eading world-class



I T corporations, including those from Nokia, Ericcson
Motorola, Intel etc.

28. CGerman technopreneurs can | everage on M5C s

Fl agshi p Applications, nanely the E-Government,

Tel emedi ci ne, Smart School s, Miltipurpose Card, R&D
Clusters, Wrldw de Manufacturing Web, and Borderl ess
Marketing Centres. CGerman hi gh technol ogy conpani es
can explore vast options including form ng consortiuns
to devel op new Fl agship Applications, locating their
R&D activities in the MSC to take advantage of the
friendly regulatory framework and world cl ass
facilities, using the MSC as a regional or globa

mar ket i ng base, and providi ng val ue- added

t el econmuni cati on services. CGermany can | ocate her
highly skilled know edge workers in the MSC to

| everage on the facilities of the Corridor in
produci ng defining technol ogi es and breakt hroughs for
t he next generation. Hundred percent foreign-owned
conpani es can operate in the MSC

29. Malaysia is a nation with a vision, high
aspirations and anbition. W want to be a devel oped
country by 2020. W believe we have much to |l earn
from Germany and we al so believe that Germany has the
capability to play a significant role in our econony
and in hel ping us towards making our Vision a reality.
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