
HONG KONG: Mahathir Mohamad’s shock
Malaysian election win has raised concerns his
populist promises could undermine economic
prospects at an increasingly challenging time for
emerging markets, despite hopes elsewhere he
may revive his bold approach to economic man-
agement. The Southeast Asian economy, while
vulnerable in some areas, is widely seen as being
in better shape than regional peers, the Philip-
pines and Indonesia,
which run current ac-
count deficits.  Malaysia
has also halved its
budget deficit since the
global financial crisis.

Its economy is one
of the fastest in the
world, growing at close
to 6 percent and its
stock market in dollar
terms is the second best
performing in Asia. And a surge in crude prices
to 3-1/2 year highs has helped the net energy
exporter’s income. But the country may be left
without key sources of revenue if Mahathir
keeps his pledge to remove the goods and serv-
ices tax and toll fees, bring back fuel subsidies,
raise minimum wages. Protectionist overtures on
Chinese infrastructure projects have also raised
concerns about foreign investment. Such a pol-
icy shift comes amid heightened fears about

capital outflows following a rise in US Treasury
yields.

“Some campaign promises, such as abolish-
ing GST and reintroducing fuel subsidies, may
boost consumption but, without offsetting meas-
ures, would adversely affect the country’s
budget deficits and sovereign rating,” said Eli
Lee, head of investment strategy at Bank of Sin-
gapore. “At a time of growing pressure on

emerging markets cur-
rencies and bonds, the
situation in Malaysia
bears careful watching
for potential knock-on
effects.” Mahathir ruled
Malaysia with an iron fist
from 1981 to 2003.  On
Wednesday, his opposi-
tion coalition defeated
his former mentee Prime
Minister Najib Razak and

the UMNO bloc, which has governed Malaysia
for six decades.

Ratings agency Moody’s was prompt in
warning Mahathir’s promises were credit nega-
tive for its A3 ratings if implemented without any
other adjustments. Local markets are closed for
the week but a fall in the ringgit in offshore trad-
ing and a rise in the cost of insuring the country’s
debt showed investors are nervous about the
country’s first political change in six decades.

“This upset ranks up there with Brexit and
Trump’s election,” said Aninda Mitra, senior sov-
ereign analyst at BNY Mellon Investment Man-
agement. “I think there will be short term
volatility.”     

China connection
While Malaysia’s 6 percent GST sparked

large street protests when it was introduced in
2015, it helped mitigate a 30 percent drop in oil

revenues, pulling back the ringgit from 10-year
lows. Foreign investment has since returned as
well, although largely fuelled by China’s soft
power push into Southeast Asia. Projects such
as the $100 billion Forest City residential devel-
opment near the Singapore border and the $13
billion East Coast high-speed railway, part of
Beijing’s Belt and Road Initiative, were seen as
boosting jobs, but prompted discontent about
increasing Chinese influence.  — Reuters

I n t e r n a t i o n a l

Friday 17

First time 
opposition wins;

markets face 
major uncertainty

Friday, May 11, 2018

Mahathir’s shock election victory 
raises populist economics specter

Mahathir surprisingly beats Najib in Malaysian election

KUALA LUMPUR: Former Malaysian prime minister and opposition candidate Mahathir
Mohamad (center) celebrates with other leaders of his coalition during a press con-
ference following the 14th general elections in Kuala Lumpur yesterday. — AFP 

‘Now the hard
part’: Malaysia
awakens to new
political dawn
KUALA LUMPUR: Hope for lasting change in
Malaysia after the opposition’s historic election
win may hinge on whether triumphant 92-year-
old autocrat-turned-progressive Mahathir Mo-
hamad has truly changed his ways and
possesses the vigor and clout to heal national
divisions. The wily former authoritarian ruler, ex-
pected to become prime minister once again,
proved the difference in finally enabling a rising
opposition movement to break the United
Malays National Organization’s (UMNO) six-
decade lock on power.

The Pakatan Harapan coalition’s victory is
Malaysia’s first real government change since in-
dependence from Britain in 1957 and will fuel
public aspirations for wholesale change includ-
ing rights protections, press freedom, anti-cor-
ruption measures, changes to divisive
race-based policies, and true democratic rule.
“The People’s Tsunami,” the Malay-language
Sinar Harian newspaper screamed in a front-
page headline.

But Malaysian politics is known for head-

spinning reversals-not least of which was Ma-
hathir’s own conversion to grandfatherly oppo-
sition darling-and the future remains unclear.
“Now the hard work begins,” influential political
website Malaysiakini.com said in an editorial.
“No one should be under the illusion that a new
government would be able to reverse the rot
that had taken root for decades.” “For a country
that is so divided, it would take time to heal the
wounds and for Malaysians to rebuild the trust
for one another and for the many institutions
that have failed them.”

Racial tensions 
Multicultural Malaysia has been increasingly

riven by political and racial tension under now-
ousted leader Najib Razak, exacerbated by a
multi-billion-dollar corruption scandal.  Najib is
accused of presiding over the looting of sover-
eign wealth fund 1MDB and has responded with
strident denials-and increasing repression.
Much depends on Mahathir, whose 1981-2003
tenure as UMNO leader and premier is often
credited with creating a modern Malaysia, but
also tarnished by the jailing of opponents and
entrenchment of the political dominance of
Muslim Malays, the country’s majority group,
over the sizable Chinese and Indian minorities.  

Just a few years ago, then-retired Mahathir
had chastised his former protege Najib for loos-
ening the reins with political liberalisation
moves, which Mahathir warned would lead to
chaos. Those reforms were later nullified as
Najib tightened the screws over 1MDB. — AFP 

From Churchill 
to Mahathir: The
political 2nd acts
KUALA LUMPUR: With his shock victory in
Malaysia’s election, Mahathir Mohamad has
pulled off a political second act that few ex-
pected, joining the select ranks of politicians
who have revived their careers. The 92-year-
old former strongman ruled Malaysia with an
iron fist for more than two decades before
stepping down, but returned to political life to
challenge his own former party, snatching a
surprise win in Wednesday’s poll.  Here are
some other political figures who have had sec-
ond, and even third acts during their careers:

Winston Churchill
Winston Churchill is revered for leading

Britain from the verge of defeat to victory in
World War II, but his political career was far
from smooth sailing.  Churchill was forced to
resign from government in 1915 after the dis-

astrous Gallipoli campaign, and his eventual
return to the cabinet was contentious.  Ap-
pointed prime minister in 1940, he won ac-
claim for his rousing leadership during the
war, but suffered a shock defeat in the 1945
election and was forced into the opposition.
In 1951, he won a second term as prime min-
ister, but resigned several years later as his
health deteriorated. The ups and downs of his
career have been cited as inspiration by other
politicians looking for their own turnarounds.

Shinzo Abe
Shinzo Abe became Japan’s youngest-

ever prime minister when he took office in
2006 at the age of 52. The son of a former
foreign minister and grandson of a former
prime minister, Abe seemed destined for po-
litical office. But he resigned after just a
year, hit by scandals and political disap-
pointment and debilitated by health issues.
In 2012, he made a shock political come-
back, returning to office on a pledge to re-
vive Japan’s economy with his signature
“Abenomics” program. He has said he was
encouraged to seek a path back to power by
reading a biography of Churchill entitled:
“Never Despair.” — AFP 


