23/ 05/ 1997
Dr M Bank Negara directive a nove to prevent collapse of property sector

Ahmad A Tal i b; Rashid Yusof in London

BANK Negara's directive to banks to limt their lending to builders is a
pre-enptive nove to prevent a collapse of the property sector, Datuk Seri
Dr Mahat hir Mhamad sai d.

The Prime Mnister said the nove was not intended to curb growmh of the
property sector rather it was one that was intended to give an early
warning to the financial institutions and devel opers agai nst excessive
investnments init.

Dr Mahathir was asked for the rational e behind Bank Negara's regul ati ons
on bank | endi ng announced in |ate March. He was asked whether or not there
was excessive | endi ng by banks to property devel opers.

The question was raised by a fund manager at a | uncheon hosted by
Caspi an Securities Institute at the Lincoln's Inn yesterday. Caspian
Securities undertakes econom ¢ research and conducts anal yses on countries
or sectors of the econony.

The Prime Mnister said: "W like to react early. The possibility of a
collapse in the property sector is always there...we had sone problens in
this sector in 1985.

"After the trouble the sector had in places such as Tokyo, Bangkok and
Hong Kong, we feel that we should take pre-enptive neasures.

"All we're doing is to tell our people not to be over-exposed to the
property sector as this could be dangerous. W don't want to see the
probl ens affecting Tokyo, Bangkok and Hong Kong to al so affect us."

He said it would take a while before the March ruling takes effect on
the property sector but such early warning could do a | ot of good.

Under the central bank ruling taken to prevent a bubbl e econony, and
whi ch took effect on April 1, banking institutions are required to observe
alimt oncredit facilities extended to the property sector of 20 per
cent of total outstanding | oans.

This means that they should not |Iend nore than 20 per cent of their |oan
di sbursenent to the property sector. Financial analysts also regard the
move as part of the overall exercise to prevent the econony from over-
heat i ng.

Anot her fund manager wanted to know whet her the national car woul d be
affected by the reduction in tariffs follow ng the enforcenent of the
proposed Asean Free Trade Area.

Dr Mahathir said this was unlikely because efforts were being made to
contain production costs of the car besides other neasures ained at
i ncreasing efficiency and productivity.

In his short address at the |luncheon, the Prine Mnister said the
Gover nnment woul d not take nmeasures to sl ow down the country's econony.

Sl owi ng down the econony could |l ead to other side-effects, he said.

I nstead, Dr Mahathir said, the Governnent would continue with the
present approach and intensify efforts to i nprove productivity and contro
i nflation.

Later, Dr Mahathir visited St Mary's Hospital where he was briefed on
its tel enedici ne network which utilises videoconferencing to transmt
radi ol ogi cal imges, |ive surgical operations and real -tine consultations.

Dr Mahathir was shown video i mages of a surgery to renove gall stones
froma 57-year-old patient, and link-up with a consultant at Yale
University in the United States.

Prof Ara Darzi of the hospital who briefed the Prime Mnister, said



potential applications of telemedicine included teaching, consultation and

i nformati on exchange.
Dr Mahathir also visited the interventional nmagnetic resonance i magi ng

theatre, its nmuseumand the Flenming | aboratory. It was at this hospital

t hat Al exander Fl ening discovered penicillin.
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