27/ 08/ 1997
Mal aysi ans must save nore, says Bank Negara chi ef

El ai ne Li m
MALAYSI A must increase its savings rate to avoi d dependi ng on foreign
i nvestnent to fund devel opnent.

Bank Negara governor Tan Sri Ahmad Mohd Don sai d heavy reliance on
foreign | oans woul d put the country at risk and expose it to high cost of
funds.

Mal aysi a woul d be especially vul nerabl e when the currency market was
unstabl e such as now, he said in his opening address at a sem nar on
savings at the central bank in Kuala Lunpur yesterday.

He said while it was the Governnent's policy to encourage foreign
i nvestnent to support the lack of local funds, it was necessary to
increase the latter so that Ml aysia could be financially independent.

"I ncreased conpetition in attracting foreign investment and currency
fluctuations outside the country denpnstrate why we nust achieve this so
that our econonic future is not jeopardised."”

Ahrmad said it was necessary to nmaintain a high savings rate despite the
fact that Mal aysia's was anong the highest in the world. Last year, it
stood at 37.8 per cent of gross national product.

In conparison, the gross national savings rate as a percentage of G\P
was 15.9 per cent for the US and 35 per cent for Japan in 1995. In 1996,
it was 35.4 per cent for Thailand and 32.3 per cent for Indonesia.

Si ngapore's rate was hi gher at 50.1 per cent.

Ahmad said a country's high savings rate could drop as in the case of
devel oped European countries and the United States, if measures were not
taken to maintain it.

Anot her factor was the fact that Ml aysia' s savings rate was expected to
fall as its popul ati on grew ol der

Ahrmad al so said the country's high investnment rate conpared to its
savings rate had resulted in a savings-investnent gap which was refl ected
by a deficit in the current account. In 1996, the gap was 5.5 per cent of
GN\P.

"To lay the foundation for consistent growh in the future, strategies
t o encourage savi ngs nust enphasi se the devel opment of the financial
structure through new financial products and the inprovenent of banking
servi ces.

"Advi sory services nmust al so be made avail able.”

Ahmad sai d the savings canpai gn woul d enconpass both financial and non-
financi al neasures. The savings habit nust be inculcated in Ml aysians,
now spendi ng too nuch because of hi gher di sposabl e incones.

A Cabinet committee to encourage savings was forned | ast August.

Foll owi ng that, five committees - on education, workers, womren,
information and finance - were set up to inplenent the plan. The national -
| evel canpaign was | aunched by Prine Mnister Datuk Seri Dr Mahathir
Mohamad | ast Decenber.

Apart from devel oping the financial infrastructure, the Governnent plans
to dissemnate informati on and educate through publications, the nedia,
advertisenments, sem nars and exhibitions. Its target groups are
school chil dren, the workforce and wonen.
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