Manufacturing, services sectors
‘remain prime growth drivers’

Construction sector will
be key beneficiary of the
mega transportation,
highway projects

by ANNA CHIDAMBAR

THE manufaciuring and service
industries will remain the prirme driv-
ers of growth for Malaysia with
healthcare, edwcation, insurance,
transportation, informatien and com-
munications sectors providing fur-
ther momentum, says Lnited Over-
sias Bank (M) Bhd economist Julla
Goh,

“Maintzining the momentum will
be challenging. given the tougher
operating erviranment both globally
ared locally. We believe further invest-
ments from the private sector will
help baost the country'’s economic
growth,” she said in her recent eco-
nomic cwtiook far Malaysia

According to her, within the man-
ufacturing sector, export-related sec-
ters will bemefit from the weaker
ringit and domestic-related sectors
will likely gain from ongoing infra-
siructure development and tnport-
substitution,

“Within the services industry, we
expect prowlh o come from a range
of sources. For instance, refail sales
and food and beverage services will
likely benefit a5 domestic toutism is
picking up,” she added.

The construction sechor will stand
oul as a key beneficiary of the mega
transpertation and highway projects
announced in Budget 3He. Mean-
while, the mining sectar will face
challenges amid the ongoing ol mout,
while agriculture is likely to be
affected by weaker palm oil output,
Goh noded.

Crver the longer term, Malaysia's
pronoary conbinues to ook attractve

given its solid fundamentals and
mngning policy reforms fo stimulate
gronomic growth by improving
labour productivity, she said,

Somie af the unguing ku}- infra-
structure projects that will contrib-
ute e growth include the Mass Rapid
Transit Sungai Buloh-Serdang-Putra-
jira Line, the Light Rail Transit 3, the
FPan Barnen Highwn}l_. the ILL-S-"lnEu.-
pore High-Speed Rail and the
Fengerang Integrated Petraleam

Comglex in fohor,

“A recent wptick in infrastructure
projects and follosw-throwgh of capital
spending should yield righer invest-
mant growth in the next few quar-
ters,” Goh said.

"There is a need for the governmaent
bo eeathinue creating a comdducive and
competitive landscape where multi-
nationals, government-linked mmpa-
nies, private enterprises and new
innovative startups can thrive
together in building Malaysia’s econ-
omy Further,” she sdded

Coh said that the bearish commmiod-
ity prices and currency volatility will
contimee to pose chal'enges o the
economry. These drags are in additien
1o the anticipabed weaker private oon-
sumption growth in Lght of rising
cosls, weaker sentimen and negative
wesalth effects.

On Malaysia remaining as an

attractive investment opportunity for
foreign imwestors, Goh said toreign
investors will look at a country's his-
tarical growth and its plans to cata-
Iyze Future growth when considering

it 2% an investment opportunity

[mternational Menetary Fund (IMF)
data indicated that the growth differ-
ential i the single most important
driver of forelgn capital inflows and
investments. Much of the decline in
emerging markel (EM) investment
inflkwwes can be explained by the nar
rovwing differential in groweh pros-
pects betwwen EM and advamced
PO s

[MF data alse revealed that Malay-
sia has expenenced a positive growth
differential, recording an average
growth of 4% over and above Group
of Seven advanced nabions” sinee 2001

"Despite sustaining four quarters
of slowing growth, the Malaysian

ecomomy confinues o display an
underlying resilience supported by ifs
high labour force participation eabe
and positive employment growth,”
sl i,

In addition, Malaysias favourable
demographics of growing working
age population and positive nominal
wage gronwth, accommaodative mone-
tary palicies amnd povernment support
measures are contribubing to its
appeal, Goh added.

“We exprect thal the ringgil may be
able rurmﬁ_::; tor bereer k\-ﬁfﬁand ben-
efit from the potentisl capital inflows
trom repatriated funds and receipts
fromm local and foreign asset sales.
[nflaticn is expected to edge higher
this year due b low base affects and
cost-related adjustments,” Goh said.

“We contimue to expect the policy
rabe doremain on Hold' this vear,” she
added.



