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Introduction
In this statement,I would like to briefly outlinethekey elementsoftheDepartment’s
currentengagementwith Malaysia.TheareasI will be covering are the free trade
agreement,investmentflows, resourcesandenergy,andtheautomotiveand tourism
industries.Owing to theongoingFTA negotiationsit maybedifficult to makemorethan
generalcommentson theftiture of therelationship,butwewill ofcourseendeavourto do
so wherepossible.

In 2005, total merchandisetradebetweenAustraliaandMalaysiawasA$859billion, an
increaseof 7.6 percentfrom thepreviousyear.Malaysiaranksasoursecondlargest
tradingpartnerin ASEANandourninthlargesttradingpartneroverall.While Australian
exportsto Malaysiahaveincreasedgraduallyover theyears,Malaysia’sexportsto
Australiahaveincreasedmarkedly,largelydueto asignificantincreasein crude
petroleumexports.Ourmajornon-agriculturalexportsto Malaysiaarebasemetals,
minerals,fuels, gamemachinesandautomotivepartsandour largestimportsconsistof
petroleumandelectronicgoodssuchas computers,telephonesandradios.

Australia-MalaysiaFreeTradeAgreement(ETA)
On 7 April 2005, PrimeMinisterJohnHowardandhis Malaysiancounterpart,Prime
MinisterDato’ Set-i AbdullahAbmadBadawi,agreedto launchnegotiationson abilateral
FreeTradeAgreement(FTA).

NegotiationsforMalaysiahavebeenprogressingsteadilywith themostrecent
discussionsoccurringat an inter-sessionalmeetingheldin Canberrafrom 12 to 15
September2006. DITR hasbeenrepresentedat all thenegotiations.TheLatest
discussionsfocusedon goods,rulesoforigin, investment,intellectualpropertyand
economiccooperation.Malaysiaprovidedaseniorteamofnegotiatorscomprising25
officials from variousMinistriesandDepartments.

Both countrieshadtabledinitial tariff offersat theirpreviousmeetingin July. The
Septemberinter-sessionalmeetingprovidedan opportunityto commenton theoffersand
begintheprocessofidentifying areasthat couldbe improved. Furtherinformation
exchangewill considerthepriorities for improvementsin theoffers, with Australia
seekingfiwther input from industryin this process.

Australiasoughtfurtherinformationon Malaysia’simport licensingsystem,noting it
could impedethemarketaccessbroughtaboutby reducingimport tariffs. Therewere a



numberofproductsof interestto Australiawhereimport licensingcouldposeaproblem.
Therewasalsoausefuldiscussionon theautomotivesectorwhereboth sidessee
significantcomplementaritiesin ourrespectivetradeinterests.This includedMalaysia’s
currentexcisedutieson automotiveproductswhich will be furtheraddressedatthenext
meeting.

Therewascontinuedprogresson draftingthetextsofthevariouschaptersof theFTA
relatedto tradein goods,includingthoserelatingto: CustomsProcedures;Standards,
TechnicalRegulationsandConformity AssessmentProcedures;andSanitaryand
PhytosanitaryMeasures.Both sidesagreedon theimportanceoftheseChaptersto the
overall benefitsof theFTA.

TheGovernmenthasundertakenconsiderableon-goingconsultationandreceived
numerouspublic submissionson apossibleFTA with Malaysia,including from most
peakindustrybodies,unionsandStateandTerritory Governments.Consultationshave
beenheldin all capitalcities. DITR attendedall relevantconsultationsandreceived
copiesof all relevantsubmissions.To datein excessof 60 submissionshavebeen
received. Submissionshavecomefrom arangeofsensitivemanufacturingsectorssuch
asautomotive,TCF andchemicalsandplastics. StateandTerritoryGovernments,unions
andnon governmentalorganizationsalsomadesubmissions.

Investment
Malaysianinvestmentinto Australiais ofgrowingimportance. However,thereis a
markedimbalancein theflows of direct investment,with Malaysiandirect investmentin
Australiavaluedat nearly9 timesAustralianinvestmentin Malaysia. CurrentMalaysian
limitations on foreign investment,includingtheBumiputerapartnershiprequirements,are
seenby manyAustralianbusinesspeopleascontinuingdisincentivesto doingbusinessin
Malaysia.

Thetotal stockofMalaysianinvestmentin AustraliawasA$5.8billion asof2005,which
is slightlydown from the2003 figure of A$6.2billion. Malaysiais also asignificant
sourceofFDI in Australia. ThestockofFDI from Malaysiahasrisenfrom A$724
million in 2000to AS3.3billion in 2005. Malaysiaprovidesthe 10th largestFDI source
of EDI forAustralia. MalaysianFDI represents1.2 percentofall FDI stockin Australia.
Malaysianinvestmentsareconcentratedin energy,agribusiness,manufacturing,real
estate,restaurants,travel agentsandgaming.

AustralianFDI in MalaysiawasA$371 million as at 31 December2005. This makes
MalaysiaAustralia’s 16thmostimportantFDI destination. Someof Australia’slargest
companiessuchasLeighton,Boral,BluescopeSteel,CSRandAnsell areoperatingin
Malaysia.

Malaysia’sinvolvementin APECandtheEWO
TheAPECEnergyWorkingGroup(EWG) is oneofelevenWorkingGroupsunderthe
APEC umbrella. TheEWG comprisestwenty-oneMemberEconomiesincluding
Malaysiawhich is regularlyrepresentedat EWG meetings.AustraliahasheldtheLead



Shepherdand Secretariatrolesfor theEWG sinceits inception. Malaysiais alsoan
activememberoftheEWG EnergyBusinessNetwork,a forum that providesindustry
perspectiveto theEWG.

AustraliaandMalaysiaareboth membersof theEWG’s newly formedBiofuelsTask
Force. TheBiofuelsTaskForcewassetup in responseto APECEnergyMinisters’
directionsto betterunderstandthepotentialfor biofliels to displaceoil in transport.The
Biofliels Taskforcewill be reportingtheirprogressat thenextAPECEnergyMinistersto
beheld in Darwin,Australianextyear

Coal
While Malaysiahassignificantcoalreserves,theyarenotgenerallysuitableor located
appropriatelyfor usein largescalepowergeneration.As such,Malaysiais amajor
importerofcoal,with coaldemandexpectedto increasefrom 6.2 Mtpa in 2004to
14 Mtpa in 2007.

In 2005Australiaexportedaround2.9 MT ofcoalto Malaysia.Thereis somepotential
for Australiato expandexports,particularlyasMalaysiais changingits energymix to
reducerelianceon gas/petroleum.

Australiaalsohasan interestin theexportofcleancoaltechnology. TheAustralian
Governmentis makingsignificantcontributionsto developmentof technologiesthat
reducetheenvironmentalandgreenhouseimpactofcoal.

MalaysianMineralsCommoditiesandTrade
Malaysia,hasa longhistoryoftin mining,which alongwith rubber,wasa pillarof its
economyfor muchofthe 19thand20thcenturies.However,with theGovernment’s
prioritisationofthemanufacturingsectorandthecontinuingdeclineofMalaysia’stin
mining industryoverthepasttwo decades,thecontributionofmining to thenational
economyhasfallen significantly. in 2004, thevalueofminedproduction,excludingoil
andnaturalgas,wasaround0.9%of grossdomesticproduct(GDP). Whentheoil andgas
sectorsareincludedin industryvaluations,themining andquarryingindustrycontributes
around7%ofMalaysia’sGDP andemploysaround30,000persons,or 0.3%of the
workforce

OtherfactorsthathaveimpacteduponMalaysia’smineralssectorin recentyearsinclude
uncertaintysurroundingtheextentofMalaysia’smineralreserves,variationsacrossstate
basedregulatoryregimes,growingpressuresoverlandresourcesand concernsoverthe
environmentalimpactsofmining.

Malaysia’smostimportantmetallicmineralreservesaretin andiron ore, followed by
copperandnickel. Malaysiais endowedwith around16% ofworld tin reserves,second
only to China.Otherimportantmineralreservesincludemarinesandandlimestone.

Thecurrentstructureofthemining industryis characterisedby a small mining and
processingsectorfor basemetallicminerals,andarelativelylargemining andprocessing



sectorfor otherminerals.In contrastto theoil andgassectorwhich hasasubstantial
governmentpresence,thenon-energymineralssectoris largely ownedandoperatedby
privatecompaniesincorporatedin Malaysia.

Australia’s Mineral commoditiestradeto Malaysiais small, asidefrom LeadandTin
ores,whereAustralianholds37%and26%sharesofMalaysianimportsrespectively.
Malaysia,which importsiron orefor its small steelindustry,sourcesalmostall its needs
from theMiddle EastandSouth America,althoughthismaychangewith somesmall
joint venturesin Australia’sMidwestregion.

Australian Share of Malaysian Im ports for DesignatedMinerals Commodities 2001-05
2001 2002 2003 2004 2005

Aluminium* NA NA NA NA NA
Copper, refined
(kt) 51% 45% 61% 39% 21%
Lead, refined (ki) 18% 20% 16% 21% 37%
Zinc,reflned(kt) 31% 38% 12% 72% 25%
Tin ores and
concentrates (Id) 18% 5% 4% 0% 26%
Tin, refined (t) 0% 0% 0% 1% 1%

* ABA RE doesnot havefiguresfor Malaysian Aluminium imports,although Malaysiaaccountsgenerallyfor

around5% afAustralia ‘s aluminium exportsfigures.

Malaysian Automotive Industry
TheMalaysianautomotiveindustryis oneofthemostprotectedin theregion. Malaysia
appliesa tariff of30%to importedautomotivevehiclesfrom non-ASEANcountries,and
5% from ASEAN countries. It alsoleviesexcisetaxcalculatedon enginecapacityand
vehicletype. Large-enginevehicles,suchasthoseproducedin Australia,incur
substantiallyhigherexcise. We understandthat theMalaysiannationalcar
manufacturers,Protonand Perodua,mayreceivea 50%rebateon thevalueof excise
paid. Thereis also a 10%salestaxon all vehicles(and all goodsin general). Exciseand
salestaxeson importedvehiclesarebasedon the import valueincludingcustomsduty.

TheMalaysiangovernmentrequiresan approvalpermit (license)for importsof motor
vehicles,which limits importersto asmall shareofthetotal marketvolumeand
effectively actsasan import quota. TheMalaysianMinistry of InternationalTradeand
Industry(MITI) givesapprovedpermitsbasedon quota,but doesnot publishnamesof
approvedpersons/companiesorvolumes. Generally,import licenseapprovalsfor
commercialvehiclesarenot given. Malaysiahascommittedto phasingout theapproval
permit systemby 31 Dec 2010.

Tourism
AustraliaandMalaysiashareastrongbilateral tourismrelationship. In 2005Australia
received166,000visitorsfrom Malaysia. In thefirst sevenmonthsof 2006,thenumber
of visitorarrivalsfrom Malaysiahasdeclinedby 14 percent. This trendhasbeen
attributedto thedeclinein travel spendingby Malaysians,resultingin choicesfor short
haul, low costdestinationsinsteadofAustralia. However,thenumberof arrivalsis



expectedto increaseoverthelongertermwith forecastgrowthof5 percentperyearto
reach253,000visitors perannumby 2015.

Malaysianvisitors provideasubstantialeconomicbenefit to Australia. In 2005,this
benefitequatedto $600million in total inboundeconomicvalue,with forecastsfor this
valueto reach$1.1 billion by 2015.

AustraliaandMalaysiaareactivemembersof severalmultilateral tourismforums,
including theWorld TourismOrganisation,APEC TourismWorkingGroup andthe
CommonwealthTourismMinister’s Meeting. While AustraliaandMalaysiado not share
a memorandumofunderstandingon tourism cooperation,wedo exchangeinformation
andexpertiseon tourismdevelopmentthroughmultilateral forumsandoccasional
bilateralmeetings.


