26/ 09/ 1997
| M= prai ses Mal aysia for deferring major projects

Bai dura Ahnmad i n Hong Kong

THE Internati onal Monetary Fund prai sed Mal aysia' s decision to defer
several major projects and introduce Government-led austerity drive in an
effort to cut spending and ensure econonic continuity in the wake of the
financial crisis affecting the Southeast Asia region.

Its managi ng director Mchel Candessus said he admired the bold decision
taken by the Government to introduce such neasures which m ght prove
unpopul ar with certain quarters.

"I aminpressed by the courage of the Mal aysian authorities,
particularly at this tine of difficulty, to postpone those projects. This
is a wise decision and let ne say that | amnot surprised that the
authorities had decided to do so," he said at a Press conference at the
closing of the annual | M-/ World Bank Meeting which was officially opened
by Chinese Premi er Li Peng on Tuesday.

Mal aysi a' s del egation to the neeting was headed by Deputy Prine M nister
Datuk Seri Anwar Ibrahimin his capacity as the Finance Mnister.

Candessus said Mal aysia's austerity neasures shoul d be fol |l owed by
others in the sanme situation.

He added that I M- only has praises for Malaysia's swift action to put
its macroecononics in order

However, he pointed out that based on Ml aysia's past track record of a
pragnmati c approach towards its econom ¢ nanagenent, the country's nove was
no surprise.

Prime M nister Datuk Seri Dr Mahat hir Mhamad recently announced the
deferment of big projects in the wake of the ringgit's recent
depreciation. Among themwere KL Linear City, The Northern Region
International Airport and the Bakun Dam

In addition, Anwar announced that Government spendi ng woul d be cut by
two per cent across the board while those involving |l ess inportant
proj ects woul d be revi ewed.

During the packed Press conference attended by nore than 200 journalists
i ncluding local journalists here for the neeting, Candessus al so gave
praise to other efforts taken by the Ml aysi an Governnment to put its house
in order after the currency and stock market crises that affected the
region.

Hi s statenment indirectly denied reports by certain foreign nmedia here
whi ch bl amed the Governnent's recent neasures as an act which worsen the
al ready bad situation.

Apart from Mal aysi a, | ndonesia, Thailand and the Phili ppi nes (whose
currenci es were al so under pressure), have announced t he postponnent of
maj or projects in their respective countries.

On the two initiatives proposed by Anwar at this neeting when he
addressed the Board of Governors yesterday, Candessus said the proposals
were "interesting".

"IMF will do a conplete study on the proposals before we can cone with
any concrete decision."

Mal aysi a has proposed two initiatives to the |M-to pronbte greater co-
operation anmong countries and world aid agencies in facilitating
i beralisation of financial markets while avoi ding any destabilising
consequences.

The proposal s include the need for the international agency to supervise
the financial markets through the setting up of a global trade i nformation



systemfor forex markets.

Secondly, Anwar said the Fund coul d devise a framework to enabl e
countries to adapt and cope effectively with market excesses associ ated
with destabilising capital flows.

On the proposed Asian bail-out fund Candessus said the | M- felt that
what ever shape the fund finally takes, it has to be set up within IM's
exi sting conditionalities.
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