ADDRESS BY DATO’ SHAMSUDIN ABDULLAH

AMBASSADOR OF MALAYSIA TO ITALY AT THE SEMINAR ON “BUSINESS PROSPECTS AND OPPORTUNITIES IN MALAYSIA”

21 SEPTEMBER 2000, ROME, ITALY

Mr Maurizio Miranda

Secretary General

Federitalia Export-Import (FIEI),
Distinguished participants,

Ladies and Gentlemen,

a) First and foremost, may I extend a warm welcome to all of you to this Seminar on “Business Prospects and Opportunities in Malaysia”.  On this special occasion, I would like to record our deep appreciation to Federitalia Export-Import, in particular the Secretary General, Mr Maurizio Miranda for  organising the Seminar.  I reckon this is the first seminar of its kind focussing on Malaysia and hope it won’t be the last.  I also hope the seminar would open a new vista for closer cooperation between us.  I believe it will provide greater impetus for Italian entrepreneurs to make deeper inroad into Malaysia and the Southeast Asian region.

2. I am proud that we are part of the process of charting the new course of action towards promoting a more concrete multifaceted colloborations between us.  Your presence here this afternoon is a clear testimony of the warm friendship, cooperation and keen interest in reestablishing stronger mutually beneficial business ties between Malaysia and Italy.

b) Bilateral relations between Malaysia and Italy remains cordial, but the relationship thus far has not produced real substance, perhaps due to lesser priority given by our respective government and business sectors to each other.  Despite the enormous scope and potentials, no significant initiative has been undertaken by either side to expand and consolidate the relationship.  I gather we are too busy and constraints by our own domestic problems.  The matter has long be left aside due to our own indifference. We ought to take positive measures to overcome the situation and create ample opportunities that could benefit us.

c) In this IT age, the increasing sophistication in communication technology and the new ideas about interdependance of nations in a borderless world, there are obviously opportunities and challenges galore in a re-shaped Italian and Malaysian business ties.  Both sides must accept the need to change and to seize the opportunities, if we wish to reap the benefit and succeed in the future.  Italian and Malaysian businessmen must strenghten its networkings and forge strategic partnerships to meet the challenges of the 21st century.

d) Bilateral trade and investment between Malaysia and Italy is relatively small and not up to the mark expected of us.  There are still huge scope for improvement.

3. In terms of Malaysia-Italy bilateral trade, the total trade in 1999 amounted to USD1,263 million.  Malaysia’s exports to Italy valued at USD637 million, while its imports from Italy worth USD626 million, with trade balance slightly in Malaysia’s favour of USD11 million.

4. Until February this year, the total bilateral trade was USD 200 million.  Malaysia’s exports to Italy valued at USD 105 million, while Malaysia’s imports from Italy worth USD 95 million, with USD 10 million in Malaysia’s favour.

5. Malaysia’s main exports to Italy include natural rubber, fresh and frozen seafood, vegetable oil and fat, synthetic textile, telecommunication products, office equipments and computers, rubber products, electronic and electrical products and wood-based products.

6. Malaysia’s main imports from Italy include electronic components, machineries, leather and leather products, chemical products, machine tools, parts and accessories.

e) Italian investment in Malaysia thus far amounted to USD100.5 million. A total of 9 manufacturing projects with Italian interest involving a total investment of USD 32.5 million was approved from 1995 to May 2000, mainly concentrated in the following sectors:

i) Fabricated metal products;

ii) Electrical and electronic products;

iii) Machinery manufacturing;

iv) Leather and Leather products;

v) Rubber products; and

vi) Furniture and Fixture.

7. Italy is the ninth in ranking as the  major European investors in Malaysia. Among the well established Italian companies with manufacturing operations in Malaysia are Marconi Italiana, Moldip SpA (a member of Pirelli Group) and IGA SpA.

8. During the last few years, the Italian government and the business community have taken positive steps to foster commercial and industrial cooperation between Malaysia and Italy, as evidenced by the signing of the following agreements:

b) Memorandum of Understanding between Association of Small and Medium Sized Industry Italy (CONFAPI) and Malaysian Investment Development Authority (MIDA) (10th  November 1988), to promote the flow of Italian investments especially the small and medium scale industries in Malaysia;

b) Memorandum of Understanding between Instituto Bancario San Paolo di Torino (San Paolo Bank and MIDA (30th August 1990), to promote greater cooperation between companies of both countries through the exchange of information which deals with trade and investments; and

c) Memorandum of Understanding between the General Confederation of Italian Industry (CONFINDUSTRIA) and FMM (11th March 1988), to jointly promote greater commercial and industrial cooperation between entrepreneurs of both countries.

9. Italy and Malaysia had already signed the Double Taxation Agreement (DTA) on January 1984 and the Investment Guarantee Agreement (IGA) in January 1988 respectively.

10. Inspite of the numerous agreements signed, there is obviously a lack of political will on both sides to promote agressively business ties between the two sides.

11. Italy infact has not taken advantage of Malaysia’s offer to the folowing:

a) Operation Headquarters (OHQ)
As of June 2000, 48 foreign companies have been approved to established OHQ in Malaysia.  However there was none from Italy;

b) International Procurement Centre (IPC)
As of June 2000, 56 companies were granted IPC status, but none from Italy.

c) Multimedia Super Corridor at Cyberjaya
f) As of August 2000, 362 IT companies have been granted Multimedia Super Corridor status including 37 world class international companies, none from Italy.

12. I believe it is still not too late for Italian companies to come to the fore and set up collaborations and partnerships with Malaysian as there is huge potential for expansion and consolidation of our business relations.

g) It is therefore essential and timely for me to appraise on the latest developments in the Malaysian economy and the opportunities that exist for trade and investments as well as other forms of economic cooperation between our two countries.

13. Latest economic indicators show that the Malaysian economy has recovered strongly from the effects of the financial crisis.  The nation has chosen to rely on self-determination and strong commitment to strive towards its goal to attain a statu

h) s of developed nation within the first quarter of the new century as envisioned in our Vision 2020.  Despite confronting enormous challenges, we are still on track to achieve the target. According to the World Trade Organisation, Malaysia is the 17th largest trading nation and the 16th largest exporter in the world.

14. Gross Domestic Product (GDP) growth in the first half of 2000 had averaged 10.3%.  Growth was broad-based driven both by aggregate demand and supply.  All sectors of the economy had registered positive growth.  Real GDP growth in 1999 had averaged 5.6% from a contraction of 7.5% in 1998.  Malaysia real GDP for the last decade before the finacial crisis averaged at almost 8.5 percent per annum for 10 consecutive years.

15. The economic recovery was led by the growth of manufacturing sector.  The sector had registered a value-added growth of 13.5% in 1999 and 30.1% in June 2000.

16. Manufacturing output for the first half of 2000 had reached a new record level and exceeded the pre-crisis level for the fourth consecutive  quarter with double-digit growth recorded by both the export-oriented as well as the domestic-oriented industries.

22.
With the favourable performance of the manufacturing sector, its contribution to GDP has increased from 27.9% in 1998 to 30.1% in 1999, while its share to total exports and employment has increased to 84.6% and 27.1% respectively.

23.
Malaysia has posted a cumulative trade surplus of US$7.66 billion for the six months to June 2000 compared to US$8.87 billion in the corresponding period in 1999.  Total exports rose 19.5% to US$46.3 billion, while imports grew 29.4% to US$38.6 billion. Exports of electrical & electronic products grew 20.3% to US$26.7 billion accounting for 57.8% of total exports. As you are aware, Malaysia is now known to be one of the largest exporters of electronic  products in the world. The trade balance is expected to remain healthy despite a rebound in imports.

24.
Malaysia had registered a current account surplus of US$12.6 billion in 1999, an increase of 28.1% from a year earlier. Current account surplus is forecasted to amount to US$ 11.2 billion in 2000 representing 14.2% of GNP compared to US$12.5 billion or 16.9% of GNP in 1999.

25.
As at the end of June 2000, Malaysia’s external reserves have increased to US$34.0 billion equivalent to 5.8 months of retained imports and 6.5 times short-term external debt. Inflation was lower at 1.4% for Jan – May 2000 compared to 2.8% in 1999 and 5.3% in 1998. Unemployment has remained stable at 3.0% in 1999 compared to 3.2% in 1998. Further progress has also been made in the area of financial and corporate restructuring and consolidation. The banking system has ample liquidity and lending rates are low. The base lending rates of commercial banks has declined from 8.04% at the beginning of 1999 to 6.75% as at 14 June 2000.

26.
The existing selective exchange control measures do not affect the normal conduct of business and companies continue to be free to repatriate their investments in the form of capital, profits, dividends, interest, fees, commissions and rental income. Payments for the imports of goods and services continue to be freely allowed except that payments must be made in foreign currency and not in ringgit.

27.
The pegged exchange rate (US$1 : RM3.80) has provided a stable environment for businesses to conduct their operations and manufacturers and exporters have been able to capitalise on the exchange rate stability to expand their business activities as external demand began to improve since October 1998.

28.
The fiscal stance of the Malaysian government in 2000 is to continue to support the economic recovery process through an expansionary budget while at the same time, maintaining fiscal prudence. Monetary policy on the other hand, will continue to meet the objective of economic recovery while maintaining price stability. The Malaysian government is optimistic that real GDP growth will strengthen further and the earlier forecast of 5.8% would likely be exceeded.

29. With the recovery underway, Malaysia is focused upon sustaining our growth in the medium and long term. The private sector would also be expected to assume a larger and aggressive role and therefore considerable opportunities would be available for increased local and foreign partnership and collaboration in various fields and promoted activities.

30.
In terms of investments, you may wish to note that over the last three decades, Malaysia has consistently maintained a policy of welcome for foreign direct investments (FDI) as we recognise that FDI can assume a catalytic role in promoting growth and development in the country. Malaysia, has over this period, attracted a significant level of FDI in the manufacturing and related services sector. This includes an increasing amount of investments in research and development and design functions as several large multinationals operating in Malaysia have transferred some of their facilities to Malaysia.

31. Between 1995 to June 2000, total approved foreign investments in the manufacturing sector alone amounted to US$17.1 billion or 50.7% of total approved investments. Major investors were USA, Japan, Taiwan and Singapore, the UK, the Netherlands, Germany, South Korea, Portugal and Ireland.

32.
Malaysia welcomes Italian investments particularly in the manufacturing and related services sector and high value-added and high technology sector in line with our move towards a knowledge-based economy and to remain competitive amidst the increasing globalisation of the world economy. 

33.
Malaysia is keen to attract more Italian investments e.g. in basic pharmaceuticals, biotechnology, petrochemicals, automotive, automobile and motorcycle industries, precision industrial machinery & equipment including machine tools, parts & components and other precision engineering and support industries.

34.
Malaysia has also put into place an enabling environment and the necessary infrastructure to encourage investments in the IT and multimedia sector through the development of the Multimedia Super Corridor (MSC) initiative. The MSC is being positioned as a global test-bed for companies wishing to develop innovative IT and multimedia products, services and solutions and the Multimedia Development Corporation (MDC) serves as the promoter and facilitator and a one-stop centre for all inquiries on the MSC.

35.
Investors can take advantage of the benefits accorded under the 10-point Bill of Guarantees granted to companies with MSC status including freedom of ownership of companies, unrestricted employment of knowledge workers from overseas, attractive fiscal incentives such as 10 year Pioneer Status or 100.0% Investment Tax Allowance and duty-free import of multimedia equipment.

i) Mutlimedia Super Corridor (MSC) offered many incentives to foreign companies and had received good response.  The MSC plans to attract 50 world-class companies to Cyberjaya by 2003 and has already got 37.  Of its target of 500 smaller companies by 2003, it has attracted 370. None is from Italy. This is an area that Malaysian and Italian entrepreneurs could focus on. Among the big companies are Alcatel, Lucent Tech, Fujitsu, Oracle MSC, Siemens Multimedia and Motorola Multimedia.  By the end of last year, of the more than 300 companies, 187 are fully operational, bringing a total investment of US$558 million.  Total revenue from these companies is expected to be more than US$ 1 billion in 1999.  
37.
In exploring trade and investment opportunities within ASEAN (10 countries in Southeast Asia), Italian businessmen can consider investing in Malaysia in order to enjoy the advantages of access into the larger Asean market of more than 500 million people, where tariffs will be at minimal rates of between 0 – 5% with the realisation of the Asean Free Trade Area or AFTA. Malaysia offers several competitive advantages to businessmen contemplating investments or doing business in Asean due to our strategic location in the heart of Asean, strong economy, developed infrastructure, skilled workforce and pro-business and investment friendly policies. AFTA is expected to be realised among the original 6 member countries of Asean (which includes Malaysia) by 2002/2003 while the newer countries of Asean will be given a longer time frame between 2006-2010.

38.
With the progress in the implementation of tariff reduction through the mechanism of the Common Effective Preferential Scheme (CEPT), average tariffs for Asean as a whole is already lowered to 4.29% while tariffs for the 6 original member countries is already down to 3.52% and expected to be lowered to 2.41% in 2003. Asean has also agreed to eliminate duties on all products by 2010 for the original 6 members and 2015 for the new members of Asean.

39.
You may wish to note that intra-Asean trade amounted to US$141.0 billion in 1999 and accounted for 22.0% on total Asean global trade. Malaysia had accounted for 25.4% of total intra-Asean trade in 1999. With the recovery of the economies in the region and with the realisation of AFTA, it is expected that intra-Asean trade will continue to increase. Italian companies are urged to take advantage of the opportunities arising from developments in Asean and consider locating business ventures in Malaysia.

40.
Italian businessmen are therefore welcomed to visit Malaysia to do business, to invest or to attend some of the major trade fairs and exhibitions that will be held for this year. Some of the trade fairs and exhibitions, which will be held, include the Oils and Fats International Congress/Technology Exhibition 2000, World Congress on Oleo Chemicals 2000, Multimedia Asia 2000 and the International Machinery Fair 2000.

j) Besides welcoming businessmen from Italy, Malaysia would also like to welcome tourists to visit our country. Tourist arrivals from Italy in 1999 is still small numbering only 14,470. However, until June, 2000 there is an increase totaling 21,694 of Italian tourists visiting Malaysia. Throughout the year, Malaysia organises several major events to capture the interest of tourists. Events for this year includes the Formula One Petronas Grand Prix scheduled for October, Le Tour De’ Langkawi (International Cycling Race) and Mount Kinabalu International Climbaton held annually, the Langkawi Air and Maritime Show held biannually and the nation-wide Mega Sales Carnival held three times a year.

41. Malaysia also boast to have among others the following:-

k) Kuala Lumpur Petronas Twin Tower, 88-storey, the tallest building in the world;

l) Sabah Kinabalu Park, a 754 sq km tropical forest reserve, a showcase of diverse flora,  the most prestigious world natural heritage internationally recognised by UNESCO;

m) Mulu Cave, Miri, Sarawak, one of the most spectacular natural  cave system in the world;

n) Sipadan Island, Sabah, one of the top ten best diving/snorkeling spot in the world, a haven for Marine life;

o) Langkawi Island – isles of legend;

p) Penang – the pearl of the Orient; and

q) Lumut Island – one of the best resorts in the world
Ladies and Gentlemen,

42. I have along with me, representatives from our Trade, Investment, Tourism and Airlines agencies.  Each of them would be able to deal directly with you to whatever information required by you to explore the tremendous opportunities available in both our countries.

43. In conclusion, I wish to thank you for your presence this afternoon and I would now like to show you a video presentation on Malaysia which will give you an overall insight into Malaysia and the various facilities and business opportunities available after which we would be happy to answer questions that you might have.

Thank You.
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