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Mahat hi r - Bank Negar a
CENTRAL BANK QUT TO PREVENT PROPERTY MART COLLAPSE, SAYS PM

By: Azman U ang

LONDON, May 22 (Bernamm) -- For the first tinme, Prinme M nister Datuk
Seri Dr Mahathir Mhamad has reacted to the backlash caused by the recent
nove by Bank Negara to curb lending to the property sector, saying that the
central bank is out to prevent a collapse of Ml aysia' s property market.

Dr Mahathir, who is in the British capital to woo investors to
Mal aysia's Miultinmedia Super Corridor (MsSC), said although there was no
i medi ate danger of such a collapse, it mght happen if the central bank
did not act now to prevent this possibility.

"By reacting earlier, we hope to stave off the possibility of collapse
in the property sector,” said the Prine Mnister in an apparent defence of
what has been described as the nost controversial -- and unpopul ar -- nobve
ever made by Bank Negara to regulate the econony in decades

The Prinme M nister chose a |uncheon neeting with British fund nanagers
to make his first commrent on the issue which has dragged on since March 31
when Bank Negara governer Datuk Ahmad Mohd Don announced the new | endi ng
gui del i nes.

The guidelines, which are binding, restricts banks from | ending nore
than 20 per cent of their total loans to the property sector, one of the
key propellers of the Ml aysian econony. Bank Negara al so inposed a sinilar
restriction on bank |endings for share purchases.

The | endi ng curbs brought backlash the very next day, plunging share
prices on the Kuala Lunpur Stock Exchange (KLSE) and which have not
recovered since.

Responding to a question, Dr Mahathir told the |uncheon hosted by
Caspian Securities Ltd that the Ml aysian property nmarket al nmost coll apsed
in 1985.

"W managed to overcone the problembut it cost us a bit of nobney," he
recal | ed.

He pointed out that the Bank Negara nove was nade as a warning to banks
not over-expose their loans to the property sctor in view of the crash in
the property market in Tokyo, Hong Kong and Bangkok

"This is a warning to our people not to put everything in the property
sector. Actually, loans by the big banks to the property sector are quite
small or less than 20 per cent.

"But smaller banks | oan out a bit nobre, exceeding 20 per cent," said Dr
Mahat hi r.

The Prine Mnister explained that the |ending curbs had not in any way
deprived the property sector to the extent that a lot of people lost their
noney |ike what has happened in Tokyo, Hong Kong and now Bangkok.

But he adnitted that |osses were affecting the KLSE

According to stock market analysts in Kuala Lunmpur, share prices on the
KLSE |l ost at least RMLOO billion in value since the Bank Negara
announcenent .

Dr Mahathir allayed fears that the Ml aysian property nmarket was in a
position of danger.

"But if we do not take early action, it may be too late for us to do
anything. That is why the central bank has to cone out with this advice,"
he said.

The Prime Mnister said if people |ost confidence in the property
mar ket, prices would go down and this would force banks to start recalling
their | oans.



"If this happens, people nay |ose noney. So we are warning them At the
nonent we are not yet facing the kind of danger that Tokyo, Hong Kong and
Bangkok are having," he said.

Dr Mahathir al so spoke of the success of privatisation of sone 300
governnment enterprises in Mlaysia.

Gving sonme tips, he said it was inportant for governnents to ensure
that enpl oyees of the bodies to be privatised would not | ose their jobs.

On the MSC, he said the question of Ml aysia facing shortage of
know edge workers to fill up jobs to be nade available by the various
industries coming up in the nmultinmedia hub did not arise.

"This is because conpanies investing in the MSC are free to bring in
wor kers from abroad hassle-free without facing the usual problemw th the
Immigration authorities,” he said. -- BERNAMVA
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