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Impact of the Asian Financial Crisis on the
Chinese Economy in Malaysia

Liv Hua Sing

The Asian Financial Crisis erupted in Thailand in July 1997 and spread to other countries in Asia
soon after. It had tremendous impact on the Asian economies and the Chinese economy in Malaysia
was no exception.

The Malaysian Chinese enterprises suffered seriously from the drastic drop of share prices and
the depreciation of the Malaysian currency, as they had concentrated their investments in the
financial, security, construction and real estate sectors. Fortunately, the Malaysian economy did not
deteriorate further as on 2nd September 1998, the Malaysian government introduced stringent
measures to tackle the financial crisis. These measures included the rejection of the reform policies
and financial assistance plans proposed by the IMF, the control of overseas short-term capital
investment and foreign currency exchange, and the pegging of exchange rates between the green-
back and Malaysian Ringgit as 1 to 3.8. The Malaysian Chinese economy did not collapse totally due
to these timely policies.

This article aims to address the following issues. Firstly, it will estimate the scale to which the
Asian Financial Crisis impacted the Chinese economy in Malaysia. Secondly, it will examine the
policies and counter measures implemented by the Malaysian government on the Chinese economy
soon after the financial crisis. Thirdly, it will track the trends and prospects of the Chinese
investments in the Multimedia Super Corridor. Next, it aims to analyse the development and
prospects of the Malaysian Chinese investments in the high technology industries and lastly, to make
policy recommendations on how the Chinese business groups should contribute to the Malaysian

economy.
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