01/ 12/ 1997
Fol | ow directive on margin calls, banks rem nded

Ashraf Abdul I ah

PRI ME M ni ster Datuk Seri Dr Mahathir Mohanad yesterday rem nded banks
that they should give priority to the interests of the nation and conply
wi th governnent directives in the wake of the country's econonic probl ens.

Dr Mahathir said al though banks in Mal aysia were in a stronger position
than those in many other countries, they would also face problens if they
failed to adhere to governnent directives.

Conmenti ng on the tendency by sonme banks to make too many margin calls
despite being told to keep such activity to a mnimum he said: "W have
instructed themnot to make margin calls but they (are doing it)
apparently to protect their banks.

"But, if the country's economny suffers, banks will also suffer. Hence,
they nmust give priority to the country's econony and not their own
interests.”

Dr Mahathir was speaking to reporters at the Prinme Mnister's
Departrent's Fami|ly Day at Taman Tasi k Titiwangsa, Kuala Lunpur.

Margin calls are denands nade by financial institutions for paynment of
the difference between the | oan and the price of shares pl edged as
collaterals, if the value of the stocks should fall.

Dr Mahathir said | ast week that banks woul d not be prevented totally
frommaking margin calls as the nove woul d af fect the banking sector.

Following the fall of the stock market due to nmani pul ative attacks on
the shares, investors had problens neeting nargin calls as the val ue of
their shares, placed as collateral for |oans, had dropped sharply.

Dr Mahathir al so | ashed out at the selfish attitude of sone Ml aysi ans
who t ook advant age of the current econonmic slowdown to sell the ringgit in
exchange for foreign currencies and deposit themin foreign financial
institutions.

"W know sone peopl e have |ost confidence in the ringgit for fear it
will drop further. So, they change it to foreign currency and transfer
themto foreign financial institutions.

"This action itself will devalue the ringgit. Now, it's no |onger
foreigners who are doing things like this but also our people,” he said.

He, however, declined to nanme them
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