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| M= | oans only as a last resort, says Dr M

Zai non Ahmad in Tokyo

PRI ME M ni ster Datuk Seri Dr Mahat hir Mhamad hopes that Ml aysia will
never have to resort to accepting loans fromthe International Monetary
Fund to resolve its current econom ¢ probl ens which he said was brought
about by currency traders.

He sai d because the people would suffer as a result of the crippling
condi tions inposed by the international institution, the Governnment woul d
gotoit only as a |last resort.

"Well, | cannot discount it 100 per cent but we will resist as nmuch as
possible," he told the N hon Keizai Shinmbun (N kkei) and TV Tokyo Channe
12 in an interview yesterday.

The team of interviewers include N kkei's staff witers led by their
editor, Kiyoshi Hasegawa, and TV Tokyo newscaster Ms Em ko Taguchi. It was
held at the Inmperial Hotel where the Prime Mnister, who arrived from
Vancouver yesterday, is staying.

He was responding to a question by Hasegawa whether it was true that
Mal aysi a was going to be the next country for an | M- bailout, in the wake
of IMF entry into Thail and, |ndonesia and South Korea.

"But the pressure on Malaysia is very great. The currency continues to
be attacked along with the stock market," he said later in his speech to
about 40 Japanese econom st, financiers and industrialists.

The I MF woul d require that Ml aysia opened up its financial market which
woul d result in local banks being bought over by their foreign
counterparts. The | oss of |ocal banks woul d weaken Mal aysia's ability to
institute policy changes.

It would al so ask for an increase in interest rates. And this woul d
stifle business as the latter cannot growwith high interest rates. It
woul d al so ask for taxes to be increased.

"Now your currency has al ready gone down and people are poorer and if
you have to pay nore taxes, then the burden on the people will be even
greater."

And all this, he said, was designed to enable the country to pay back
its debts to foreign banks and foreign institutions. "The foreign
institutions will get back their noney but the people will suffer. Even
though | don't think it is the intention of the IMF to do this, but the
effect is there."

On the Manila Framework, he said generally Apec was supportive of it
al t hough Mal aysia felt that if the Asian Fund was an attachnment to the | M
then it did not contribute to anything.

Mal aysi a had al ways thought the Asian Fund be separate so that it would
be |l ess restrictive on the countries needing aid and such that it could
function effectively.

"But if it is going to be part of the IMF, it is no nore than |like
Mal aysi a advancing US$1 billion to Thailand, just to augnent the | M. That
wi Il not achieve the purpose,” he said.

"W have devel oped our own country in our own way which is evident of
our sense of responsibility for our country. To say that we will be
irresponsible if there is a standby fund to support us is to assune that
Sout heast Asi an governnments are irresponsible."

On how t he deval uation of the ringgit had affected the country, Dr
Mahat hir sai d: "Wen you deval ue your currency agai nst such maj or currency
as the US, effectively you are maki ng the peopl e poorer and the country



poorer."

The Ml aysi an currency, he said, had been said to have gone down by 30
per cent and this had caused the Ml aysi an purchasi ng power to have gone
down by 30 per cent.

He said: "The per capita inconme of Ml aysians just before this turnoi
was US$5, 000. You reduce that by 30 per cent, it cones to US$3, 500. \hich
neans that we have | ost US$1, 500 per person.

“In CDP terms, it adds up to US$30 billion. So our purchasing power has
gone down by US$30 billion per year. Wiich neans it will reduce our
capacity to buy fromother countries.”

It had been estimated that countries in Southeast Asia with Taiwan and
South Korea had | ost a total of US$500 billion in purchasing power for
goods outside the country - also a world trade | oss.

On the GDP, he said the country woul d achi eve seven per cent growth
quite easily this year but he predicted that next year would see a
|l owering of the figure to six or even |ess.

Most conpani es were likely to be no | onger profitable except for those
exporting and they woul d becone nore profitable. This would affect
government revenue and in the end affect the GDP

On the Multimedia Super Corridor, he did not think it would be affected
as much.

He said: "W will slow down Putrajaya but the first phase will go on. As
for Cyberjaya where all the IT and multinmedia firns and i ndustries will be
|l ocated, we will put in all the infrastructure necessary. The rest will
come with the investors - foreign as well as local. That will not be
affected.”

Dr Mahathir said the nmeasures taken to reduce inports were necessary to
reverse the present deficit in the balance of paynents and al so to ensure
that the country did not inport inflation as well.

"So we nust reduce inports as much as possible, not just for reasons of
bal ance of paynments but because we do not want inported inflation to
af fect our econony, " he said.

On when Mal aysi a expected to see "blue skies" again, he said the country
woul d have to watch over the next few nonths whether the neasures taken
were effective. "Then we will be able to predict nore accurately as when
we can see blue skies again," said Dr Mahathir.

( END)
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