29/ 11/ 1997
KL will continue to resist seeking | M- aid

Kamarul Yunus in Tokyo

TOKYO, Fri: Malaysia will continue to resist seeking financial aid from
the International Mnetary Fund (I M) to address the current econom c
probl ens so as not to burden the people, Prime Mnister Datuk Seri Dr
Mahat hi r Mbharmad sai d.

He said there are three major conditions which will have a bad inpact on
any country that secures aid fromthe world' s nultilateral financial
agency.

"I cannot discount 100 per cent (not to seek aid fromthe I M) but we
will resist as much as possible.

"It is not so much the asking for help fromthe IM~. It is the
conditions the IMF will inpose on us," he told Japanese journalists in a
special intervieww th N hon Keizai Shinbun (a Japanese financi al
newspaper) and Tokyo's Channel 12 tel evision network, here today.

Dr Mahathir, who arrived here |last night for a two-day working visit to
Japan, was asked to coment on suggestions that Malaysia will be next in
line after Thail and, | ndonesia and South Korea to seek aid fromthe | MF

The Prime Mnister said Malaysia is worried that if it is to secure aid
fromthe agency, the country may have to open up its financial narket.

"When we open up our financial nmarket, there is a risk that our banks
wi Il be bought over conpletely by foreign banks because forei gn banks are
very big.

"W already see it happening in many countries that the nonent you open
up the financial market, these foreign banks cone in and buy up the | oca
banks.

"Then, we have no nore | ocal banks and, thus, we cannot nake policy
changes, " he added.

Anot her condition, he said, is to increase interest rates, which nmay
adversely affect businesses. "That (increase in interest rates) wll
stifl e businesses and t hey cannot grow. "

Apart fromthese two conditions, Dr Mahathir said, the IM- will also ask
for an increase in taxes but as the country is facing a depreciation in
its currency, people in Ml aysia are becom ng poorer.

"If you have to pay nore taxes, then the burden on the people will be
even greater," he said, adding that all these conditions are designed by
the IMF to enable the country (which secures aid fromthe agency) to pay
debts to foreign banks and foreign institutions.

While the foreign institutions will get back their noney, the people
suffer, Dr Mahathir said.

"I don't think this is the intention of the IM-to do this, but the
effect is that," he added.

Dr Mahathir said the region's problens issues will be brought up during
the Asean informal summit in Kual a Lumpur next month and during the Asean
| eaders' neeting with Japanese Prinme M nister Ryutaro Hashi noto.

"Cbvi ously, the currency problenms will be brought up for discussion.
There is also the need for Japan's investnent fund and conti nued support
for the industrialisation of South-East Asian nations."

He said the inplenentation of the Asean Free Trade Agreenent, originally
schedul ed by 2003, may be del ayed due to the economi c probl ens faced by
t he Asean countri es.

On the proposed Asian Fund, Dr Mahathir reiterated Mal aysia's stand that
it should be separate fromthe | M.



"W have al ways been saying that the Asian Fund shoul d be separate (from
the IMF) so that it can be less restrictive on the countries in need of
aid, thenonly it will function.

"But, if it is part of IM-, it is no nore |ike Ml aysia advanci ng US$1
billion to Thailand, US$1 billion to |Indonesia just to augnent the | M
That does not achi eve the purpose. This is our view, not of the Manila
framework," he said, when asked to comment on the Manila framework on the
proposed Asi an Fund.

Ceneral ly, Dr Mahathir said, the | eaders of the Asia-Pacific Economc
Cooperation (Apec) countries are supportive of the Mnila framework but
Mal aysia feels that the Asian Fund is just an attachnment to the I M

"If the Asian Fund is just an attachnent to the IM~, then it doesn't
contribute anything."

"They (devel oped countries) say that if you pronm se support for
countries intine of help, then this will encourage them (countries
af fected by financial problens) to continue doing wong.

"But we (South-East Asian countries), as you know, have worked very hard
on our own. The devel opnent of these countries is not due to other people
telling us what to do. W devel oped our own countries in our own way which
i s evidence of our sense of responsibility to our countries," he added.

At a business dialogue earlier, Dr Mahathir said an | M- bail out "does
not guarantee our econom c recovery".

"What is certainis that it will restrict our freedomto design and
initiate new ways to stinulate FDI in our country and the inplenentation
of new economi c policies and strategies."

He sai d Mal aysi a has progressed through its own initiative and
i nnovation. Restrictions, therefore, will limt its econonic nmanagenent
opti ons.

The Prime M nister explained in the interview Mal aysi a's proposal for
regul ati on of currency trading, saying that it wil be better if such
trading is placed under the Wrld Trade Organi sation.

"Since currency trading is a trade activity, it should be placed under
the WIO so that the currency traders will have to abide by the same rules
and | aws," he said.
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